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PART NOTIFICATION

ITEM Significant Parties

The following lists the names and business and residential addresses of the

directors of the issuer

Name Business Residential

Address Address

David Breen Jr Herremas Food Market Inc 2038 Daansen Road

125 Pattonwood Drive Palmyra New York 14522

Rochester New York 14617

Clair Britt Jr The Lyons National Bank 8632 Helch Road

35 William Street Lyons New York 14489

Lyons New York 14489

Joseph Fragnoli Super Casuals 4229 Shady Beach

52 Seneca Street Seneca Falls New York 13148

Geneva New York 14489

Andrew Fredericksen 160J Pittsford-Victor Road 6751 Springdale Court

Pittsford New York 14534 Victor New York 14564

Dale Hemminger P0 Box 168 4490 Seneca View

Seneca Castle New York 14547 Geneva New York 14456

James 1lomburger James Homburger 6360 Ann Lee Drive

305 East Avenue North Rose New York 14516

Newark New York 14513

Thomas Kime The Lyons National Bank 3784 Kime Beach Road

35 William Street Geneva New York 14456

Lyons New York 14489

Bradley Person Nuttall Golf Cars Inc 679 Hightower Way

5543 Route 14 Webster New York 14580

Sodus New York 14451

James Santelli None 2096 Warncke Road

Lyons New York 14489

Robert Schick The Lyons National Bank 477 South Main Street

35 William Street Geneva New York 14456

Lyons New York 14489

John Werner Jr None 9469 Bridger Lane

North Rose New York 14516
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The following lists the names and business and residential addresses of the

executive officers of the issuer

Business Residential

Name Address Address

Robert Schick President and 35 William Street 477 South Main Street

CEO Lyons New York 14489 Geneva New York 14456

Diana Johnson Treasurer 35 William Street 2052 Kenyon Road

Lyons New York 14489 Ontario New York 14519

The issuer has no general partners

The following lists the names and business and residential addresses of the

record owners of 5% or more of the issuers common stock its only outstanding class of

securities

Name Business Residential

Address Address

Philip Mary Paliotti None 40 Dickerson Street

Lyons New York 14489

John Mary Werner Jr None 9469 Bridger Lane

North Rose New York 14516

The following lists the names and business and residential addresses of the

beneficial owners of 5% or more of the issuers common stock its only outstanding class of

securities

Name Business Residential

Address Address

Philip Mary Paliotti None 40 Dickerson Street

Lyons New York 14489

William Gavitt Jr None 2040 Falkey Road

Phelps NY 14532

John Mary Werner Jr None 9469 Bridger Lane

North Rose New York 14516

There are no promoters of the issuer in connection with this offering

1481094
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The table in identifies each person who may be deemed to be an

affiliate of issuer

Name of Affiliate Address

The Lyons National Bank 35 William Street

Lyons New York 14489

Lyons Realty Associates Corp 35 William Street

Lyons New York 14489

Lyons Capital Statutory Trust 35 William Street

Lyons New York 14489

Lyons Capital Statutory Trust II 35 William Street

Lyons New York 14489

Lyons Statutory Trust III 35 William Street

Lyons New York 14489

See officers directors and record and beneficial owners listed in items through above

Woods Oviatt Gilman LLP 700 Crossroads Building Rochester New

York 14614 serves as counsel to the issuer with respect to the proposed offering

Northeast Capital Advisory Inc Airport Park Blvd Latham New

York 12110 serves as underwriter to the issuer with respect to the proposed offering

The following lists the name and residential address of the sole director of

the underwriter

Name of Director Address

Arthur Loomis II 111 Partridge Run

Niskayuna New York 12309

The following lists the name and residential address of the sole officer of

the underwriter

Name of Officer Address

Arthur Loomis II President 111 Partridge Run

Niskayuna New York 12309

The underwriter does not have any general partners

The underwriter has not retained special counsel with respect to the

proposed offering
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ITEM Application of Rule 262

No persons identified in response to Item are subject to the disqualification

provisions set forth in Rule 262

ITEM Affiliate Sales

Not applicable

ITEM Jurisdictions in Which Securities Are to be Offered

Northeast Capital Advisory Inc will assist the issuer with this offering

in Connecticut Massachusetts Nebraska New York Pennsylvania and Vermont

The issuer by means of this offering circular is making this offering in

the States Alabama Alaska Colorado Connecticut Florida Georgia Hawaii Iowa Illinois

Indiana Massachusetts Maryland Nebraska Nevada New York North Carolina Ohio

Pennsylvania South Carolina Texas Utah Vermont Virginia and Washington directly

through its executive officers and directors or with the assistance of the underwriter as provided

above in Item 4.a No director officer or other employee of the issuer will receive

remuneration in connection with the sale of the securities in this offering except such persons

may be reimbursed their reasonable out-of-pocket expenses

ITEM Unregistered Securities Issued or Sold Within One Year

Since March 2011 Lyons Bancorp Inc has issued its common stock

to the following persons in the following amounts and aggregate offering prices

Table

No of Aggregate

Name and Identity Shares Offerin2 Price

RobertA Schick 2550 $81336

President CEO and Director

Lyons Bancorp Inc

The Lyons National Bank

C1airJBrittJr 425 $13581

Executive Vice President and Senior

Commercial Lending Officer

The Lyons National Bank

Director Lyons Bancorp Inc

1481094
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No of Aggregate

Name and Identity Shares Offering Price

DianaR Johnson 516 $16450

Executive Vice President and Chief

Financial Officer

The Lyons National Bank

Treasurer Lyons Bancorp

Thomas L.Kime 598 $19080

Executive Vice President and

Chief Operating Officer

The Lyons National Bank

Director Lyons Bancorp Inc

Stephen DeRaddo 379 $12097

Executive Vice President and

Senior Retail Lending Officer

The Lyons National Bank

Phillip McCann 153 $4934

Executive Vice President and Chief Credit

Officer

The Lyons National Bank

Table

No of Aggregate

Name and Identity Shares Offering Price

Margot Baldwin IRA 225 $6300

Existing customer of The Lyons

National Bank

Mary Howell-Martens IRA 517 $14490

Existing customer of The Lyons

National Bank

Klaas Martens IRA 492 $13776

Existing customer of The Lyons

National Bank

James Pacello III 150 $4500

Existing customer of The Lyons

National Bank

1481094
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No of Aggregate

Name and Identity Shares Offerin2 Price

Deborah Person 15 $460

Joshua Person UGM
Existing customer of The Lyons

National Bank

Frank Steigerwald 375 $10500

Marjorie Steigerwald

Existing customer of The Lyons

National Bank

None

The sales of securities provided in Table above were in reliance on the

exemption from the registration requirements of the Securities Act provided in Rule 701 as

promulgated under the Securities Act This exemption was relied upon based on the following

facts the issuer is not subject to the reporting requirements of Sections 13 or 15d of the

Securities Exchange Act and is not an investment company registered or required to be registered

under the Investment Company Act ii each of the sales listed in Table above was completed

under deferred compensation agreement that qualifies as written compensatory contract

pursuant to Section 5c2 of Rule 701 iv the aggregate amount of securities issued in reliance

on Rule 701 during any relevant twelve 12 month period before or after such sales does not

exceed $1000000 15% of the total assets of the issuer as of the issuers most recent balance

sheet date or 15% of the outstanding amount of the class of common stock being sold as of the

issuers most recent balance sheet date and the issuer delivered to each of the individuals

copy of their respective deferred compensation agreement

The sales of securities provided in Table above were made in reliance on the

exemption from the registration requirements of the Securities Act provided in Section 45 of

the Securities Act This exemption was relied upon based on the following facts each of the

individuals provided in Table above is an accredited investor as defined in Rule 501 of

Regulation as promulgated under the Securities Act ii the aggregate offering price of the

securities issued in Table above was less than the $5000000 limit provided in Section 3b of

the Securities Act iii each of the individuals listed in Table are existing shareholders of the

issuer and iv each of individuals listed in Table above approached the issuer of their own

accord seeking the opportunity to invest in the issuer and no advertising or public solicitation by

the issuer or anyone acting on the issuers behalf occurred in connection with these issuances

Also Deborah Person and Joshua Person are the wife and son of director Bradley Person

ITEM Other Present or Proposed Offerings

The issuer may also award shares to the executive officers of The Lyons National

Bank Robert Schick Clair Britt Jr Thomas Kime Diana Johnson Stephen

DeRaddo and Phillip McCann pursuant to deferred compensation arrangements under

employment agreements with these persons Under Mr Schicks employment agreement he is

1481094
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eligible to receive deferred compensation in the amount of $50000 in 2012 Messrs Britt and

DeRaddo are each entitled to receive deferred compensation in 2012 in the amount of $10000

Mr Kime and Ms Johnson are each entitled to receive deferred compensation in 2012 in the

amount of $15000 Mr McCann is entitled to receive deferred compensation in 2012 in the

amount of $5000 The amounts for each executive may be increased annually as determined by

the Board of Directors The amount of stock that may be purchased under each of the

agreements is based on the average reported sale prices in the issuers stock in the market on

which it trades during the prior quarter The stock is restricted and will be paid to the executive

until the earlier of the executives death termination of employment retirement or change of

control as defined in the employment agreements

ITEM Marketing Arrangements

There is no arrangement to limit or restrict the sale of other securities of

the same class as those to be offered for the period of distribution to stabilize the market for any

securities to be offered or for withholding commissions

Northeast Capital Advisory Inc is the only underwriter that will assist

the issuer in connection with this offering The underwriter does not intend to confirm sales to

any accounts over which it exercises discretionary authority

ITEM Relationship with Issuer of Experts Named in Offering Statement

No expert named in the offering statement as having prepared or certified any part

thereof was employed for such purpose on contingent basis or at the time of such preparation

or certification or at any time thereafter had material interest in the issuer or any of its parents

subsidiaries or was connected with the issuer or any of its subsidiaries as promoter

underwriter voting trustee director officer or employee

ITEM Use of Solicitation of Interest Document

None

I481O94
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OFFERING CIRCULAR
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LYONS BANCORP INC

LYONS ISANCORF INC

35 William Street Lyons New York 14489

315 946-4871

I.

.2

bI0

______

.2 .E

We are distributing to our shareholders free of charge non-transferable subscription rights to purchase up to

178 571 to 208 333 shares of our common stock You will receive one right for each share of common stock that

you hold of record as of 500 p.m Lyons New York time on 2012 Each right will entitle you to

purchase one-seventh of share of our common stock at price of $24.00 to $28.00 per whole share If you exercise

your subscription rights for all of the shares that you hold of record then you may also subscribe to purchase

additional shares subject to the conditions and limitations described later in this offering circular at the same price

of $24.00 to $28.00 per share

We also plan to offer any unsold shares in the rights offering to new investors in supplemental offering The

shares will be offered in the supplemental offering on best efforts basis with Northeast Capital Advisory Inc as

.E underwriter We will not require the underwriter to sell any minimum number or dollar amount of shares Neither

the rights offering nor the supplemental offering is contingent upon the occurrence of any event or the sale of

minimum or maximum number of shares The funds we receive from subscribers will be held in escrow by Tioga

State Bank until we complete or cancel the rights offering

.E

Your subscription rights may be exercised at any time during the period starting on 2012 and ending at

500 p.m Lyons New York time on 2012 unless we extend the rights offering period in our sole

discretion At the expiration of the rights offering and after taking into consideration all over-subscription requests

we may sell shares of our common stock to the public at $24.00 to $28.00 per share in the supplemental offering

Under no circumstances will we issue more than 178571 to 208333 shares in the combined rights and supplemental

offerings The supplemental offering will end on 2012 subject to extension in our sole discretion We

may cancel the rights offering or the supplemental offering or both at any time and for any reason

There is no trading market for our common stock Our stock is quoted on the OTC Bulletin Board under the symbol

LYBC The most recent sale occurred on March 2012 at price of $30.00 per share

rl

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS UPON THE

MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES OFFERED OR THE TERMS OF THE

OFFERING NOR DOES IT PASS UPON THE ACCURACY OR COMPLETENESS OF ANY OFFERING

CIRCULAR OR OTHER SELLING LITERATURE THESE SECURITIES ARE OFFERED PURSUANT TO AN

EXEMPTION FROM REGISTRATION WITH THE COMMISSION HOWEVER THE COMMISSION HAS

NOT MADE AN INDEPENDENT DETERMINATION THAT THE SECURITIES OFFERED HEREUNDER
I-

ARE EXEMPT FROM REGISTRATION
--e

I-

Payable to Northeast Capital Advisory Inc our underwriter on sales in rights offering and the community portion

.2 of the supplemental offering only to persons residing in New York State If our underwriter were to sell shares to persons in the

syndicated portion of the supplemental offering we would be required to pay commission of 7% of such proceeds subject to

certain state law restrictions The terms of our arrangement with our underwriter are described under Plan of Distribution

Before deducting $200000 in estimated offering expenses payable by us including among others printing mailing and

.1 marketing expenses as well as legal and accounting fees

This investment involves risk See Risk Factors beginning on page 20

The date of this Preliminary Offering Circular is March 2012

NORTH
Capital Advisory Inc

EAST
asibsidiaryofLoomi Co Inc

Price to the Public Discount and CommissionsW Proceeds to the Companyt2

Per Share

Maximum Total
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NEITHER THE SUBSCRIPTION RIGHTS NOR THE SHARES OF COMMON STOCK

OFFERED HEREUNDER ARE DEPOSIT OR AN ACCOUNT OF OUR BANK

SUBSIDIARY AND ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE

CORPORATION OR ANY OTHER GOVERNMENT AGENCY

THIS OFFERING CIRCULARIS NOT AN OFFER TO SELL OUR COMMON STOCK

AND IS NOT SOLICITING AN OFFER TO BUY OUR COMMON STOCK EXCEPT TO

OUR EXISTING STOCKHOLDERS AND RESIDENTS OF THE STATES OF

CONNECTICUT MASSACHUSETTS NEBRASKA NEW YORK PENNSYLVANIA

AND VERMONT TO WHOM THIS OFFERING CIRCULAR IS DELIVERED

THIS OFFERING CIRCULAR CONTAINS ALL OF THE REPRESENTATIONS BY US

CONCERNING THIS OFFERING AND NO PERSON SHALL MAKE DIFFERENT OR

BROADER STATEMENTS THAN THOSE CONTAINED HEREIN INVESTORS ARE

CAUTIONED NOT TO RELY UPON ANY INFORMATION NOT EXPRESSLY SET

FORTH IN THIS OFFERING CIRCULAR
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QUESTIONS AND ANSWERS RELATING TO THE RIGHTS OFFERING

As used through this offering circular the terms we us our the Company and

Lyons Bancorp Inc refers to Lyons Bancorp Inc and its subsidiaries Bank refers to our

wholly-owned subsidiary The Lyons National Bank

The following are examples of what we anticipate will be common questions about the

rights offering The answers are based on selected information included elsewhere in this

offering circular The following questions and answers do not contain all of the information that

may be important to you and may not address all of the questions that you may have about the

rights offering This offering circular contains more detailed description of the terms and

conditions of the rights offering and provides additional information about us and our business

including potential risks related to the rights offering the common stock of the Bank and our

business

What is being offered in the rights offering

We are distributing at no cost or charge to our shareholders of record and any beneficial

owners residing in the State of New York subscription rights to purchase shares of our common

stock These rights may be exercised only by the shareholders to whom they are distributed and

may not be sold transferred or assigned to anyone else Such holders of our common stock will

receive one subscription right for each share of common stock held of record as of 500 p.m

Lyons New York time on April 12 2012 the record date of the rights offering The subscription

rights will be evidenced by Subscription Election Forms Each subscription right will entitle you

to purchase one-seventh 1/7 share of our common stock at subscription price equal to

$24.00-$28.00 per whole share You may exercise any number of your subscription rights or

you may choose not to exercise any subscription rights

Fractional shares of our common stock resulting from the exercise of the basic subscription

privilege or the over-subscription opportunity each as described below will be eliminated by

rounding down to the nearest whole share with the total subscription payment being adjusted

accordingly As result we may not issue the full number of shares authorized for issuance in

connection with the rights offering Any excess subscription payments received by the escrow

agent will be returned without interest or penalty as soon as practicable

Why are we conducting the rights offering

We are conducting the rights offering as way of raising equity capital in cost-effective

manner that gives all of our shareholders an opportunity to participate We cannot predict the

number of shares that will be sold We intend to add the proceeds from the sales to our general

funds to be used for general corporate purposes See section below entitled Use of Proceeds

How will the shares of common stock be offered

The shares of common stock will be offered in the rights offering to our current

shareholders of record and any beneficial owners residing in the State of New York These
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shareholders have right to buy shares pursuant to their basic subscription privilege and the

ability to subscribe for additional shares through an over-subscription opportunity in our

discretion The shares of common stock will also be offered for subscription in our discretion to

our shareholders including beneficial owners not residing in the State of New York and to

others in the supplemental offering Subject to the availability of shares after we have satisfied

all basic subscription rights that are properly exercised we intend to give first preference in both

the over-subscription opportunity in the rights offering and the supplemental offering to current

shareholders followed by bank customers and then to others with preference given to citizens

residing in the Banks market area Our marketing for this offering will be accomplished through

combination of telephone calls mail and personal visits and meetings

What is the basic subscription privilege

For each right that you own you will have basic subscription privilege to buy from us

one-seventh 1/7 of share of our common stock at the subscription price You may exercise

your basic subscription privilege for some or all of your subscription rights or you may choose

not to exercise any subscription rights

For example if you owned 1000 shares of our common stock as of 500 p.m Lyons New

York time on the record date you would receive the same number of subscription rights and

would have the right to purchase 142 shares of common stock 1/7 times 1000 shares for

$24.00-$28.00 per share with your basic subscription privilege

What is the over-subscription opportunity

If you exercise your basic subscription privilege in full you together with other

shareholders that exercise their basic subscription privilege in full will be entitled to subscribe to

purchase additional shares subject to certain conditions and limitations The subscription price

per share that applies to the over-subscription opportunity is the same subscription price per

share that applies to the basic subscription privilege

What are the limitations on the over-subscription opportunity

We reserve the right to reject in whole or in part any over-subscription requests regardless

of the availability of shares to satisfy these requests Subject to this right we will honor over

subscription requests in full to the extent sufficient shares are available following the exercise of

rights under the basic subscription privilege taking into account our right to facilitate sales of

shares to new investors in the supplemental offering that we are undertaking concurrently with

the rights offering If over-subscription requests exceed the shares that are available to satisfy

the requests then subject to our right to reject in whole or in part any over-subscription request

we will allocate the available shares pro rata based on the number of shares each over

subscribing shareholder purchased under the basic subscription privilege Any excess

subscription payments will be returned without interest or penalty
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What will happen less than all of the subscription rights are exercised

In the event shares of common stock remain available for sale after taking into account the

exercise of basic subscription rights and such over-subscription requests as we choose to satisfy

we will offer those remaining shares to others at the $24.00 to $28.00 per share subscription

price in the supplemental offering

Am required to exercise the rights receive in the rights offering

No You may exercise any number of your subscription rights or you may choose not to

exercise any subscription rights However if you choose not to fully exercise your basic

subscription privilege and other shareholders fully exercise their basic subscription privilege the

percentage of our common stock owned by these other shareholders will increase relative to your

ownership percentage and your voting and other rights will likewise be diluted In addition if

you do not exercise your basic subscription privilege in full you will not be entitled to subscribe

to purchase additional shares pursuant to the over-subscription opportunity and your ownership

percentage in our common stock and related voting and other rights may be further diluted

How soon must act to exercise my subscription rights

The subscription rights may be exercised at any time during the day subscription

period which commences on 2012 through the expiration date for the rights offering

which is 500 p.m Lyons New York time on 2012 If you elect to exercise any

subscription rights the Bank must actually receive all required documents and payments from

you at or prior to the expiration date Although we have the option of extending the subscription

period at our sole discretion we do not currently intend to do so

May transfer my subscription rights

No You may not sell transfer or assign your subscription rights to anyone else

Are we requiring minimum subscription to complete the rights offe ring

No

Are there any limitations on the number of subscription rights may exercise in the rights

offering

You may only purchase the number of whole shares of common stock purchasable upon

exercise of the number of basic subscription rights distributed to you in the rights offering plus

up to the number of shares that may be made available pursuant to the over-subscription

opportunity Accordingly the number of shares of common stock you may purchase in the rights

offering is limited by the number of shares of our common stock you held on the record date and

by the extent to which other shareholders exercise their subscription rights including any over

subscription requests as well as by our determination as to the number of shares if any that we

will offer to sell to new investors in the supplemental offering
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In addition under applicable federal banking laws any purchase of shares of our

common stock may also require the prior clearance or approval of or prior notice to federal

bank regulatory authorities if the purchase will result in any person or entity or group of persons

or entities acting in concert owning or controlling shares in excess of 10.0% of our outstanding

shares of common stock following the completion of the rights offering

Can the rights offering be cancelled

Yes We may cancel the rights offering at any time prior to the expiration date for any

reason

How do exercise my subscription rights

If you wish to participate in the rights offering you must properly complete the enclosed

Subscription Election Form and deliver it along with the full subscription price including any

amounts in respect of your over-subscription request to the Bank before 500 p.m Lyons New

York time on 2012 If you use the mail we recommend that you use insured

registered mail return receipt requested

If you send payment that is insufficient to purchase the number of shares you requested or

if the number of shares you requested is not specified in the forms the payment received will be

applied to exercise your basic subscription right and if applicable any over-subscription request

that we have accepted to the fullest extent possible based on the amount of the payment received

subject to the elimination of fractional shares If the payment exceeds the subscription price for

the full exercise of your basic subscription right and any applicable over-subscription request

that we have accepted or if you subscribe for more shares than you are eligible to purchase

pursuant to the over-subscription opportunity then the excess will be returned to you as soon as

practicable You will not receive interest on any payments refunded to you under the rights

offering

If the rights offering is not completed will my subscription payment be refunded to me

Yes The escrow agent will hold all funds it receives in segregated account until

completion of the rights offering If the rights offering is not completed the escrow agent will

return without interest or penalty as soon as practicable all subscription payments If you own

shares in street name it may take longer for you to receive payment because the escrow agent

will return payments through the record holder of the shares

What form of payment must use to pay the subscription price

You must timely pay the full subscription price for the full number of shares of common

stock you wish to acquire under the basic subscription privilege and any over-subscription

request by delivering to the Bank certified or cashiers check bank draft drawn on U.S

bank U.S postal or express money order or personal check that clears before the expiration

date of the rights offering If you wish to use any other form of payment then you must obtain
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the prior approval of the escrow agent and make arrangements in advance with the Bank and the

escrow agent for the delivery of such payment

What should do ifI want to participate in the rights offering but my shares are held in the

name of my broker dealer custodian bank or other nominee

If you hold your shares of our common stock in the name of broker dealer custodian

bank or other nominee then your broker dealer custodian bank or other nominee is the record

holder of the shares of our common stock that you own The record holder must exercise the

subscription rights on your behalf for the shares of our common stock you wish to purchase

We will ask your broker dealer custodian bank or other nominee to notify you of the

rights offering In order to direct your record holder to exercise your subscription rights you

should follow the procedures for exercising your subscription rights provided by your record

holder You should receive these instructions from your record holder with the other rights

offering materials If your record holder does not include such instructions with the other rights

offering materials you should follow up with your record holder directly to confirm the

appropriate procedures

If you wish to participate in the rights offering and purchase shares of our common stock

please contact the record holder of your shares promptly Your bank broker or other nominee

holder is the holder of the shares you own and must exercise the subscription rights on your

behalf for shares you wish to purchase

Will the shares of common stock acquire in the rights offering be subject to any shareholder

agreement restricting my ability to sell or transfer my new shares of common stock

No You will not be subject to any shareholder agreement that restricts your ability to sell or

transfer any new shares of common stock acquired by you in the rights offering However

certain state laws may restrict the transferability of your shares depending on your state of

residence Shareholders who are directors officers and other employees of us and the Bank may

be subject to certain trading restrictions with respect to shares that they own or control under

internal corporate policies and procedures but any of these restrictions are applicable

independent of whether the shares are purchased in the rights offering

After exercise my subscription rights can change my mind

No All exercises of subscription rights are irrevocable by the shareholders even if you later

learn information about us that you consider unfavorable You should not exercise your

subscription rights unless you are certain that you wish to purchase However we may cancel

extend or otherwise amend the rights offering at any time prior to the expiration date

Does exercising my subscription rights involve risk

Yes The exercise of your subscription rights
involves risks Exercising your subscription

rights involves the purchase of additional shares of our common stock and should be considered
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as carefully as you would consider other equity investments Among other things you should

carefully consider the risks described under the heading Risk Factors in this offering circular

Has our Board of Directors made recommendation to our shareholders regarding the rights

offering

No Our Board of Directors is making no recommendations regarding your exercise of

subscription rights You could risk investment loss on new money invested We cannot assure

you that the trading price for our common stock will be above the subscription price at the time

of exercise or at the expiration of the rights offering period or that anyone purchasing shares at

the subscription price will be able to sell those shares in the future at the same price or higher

price You are urged to decide whether or not to exercise your subscription rights based on your

own assessment of our business and the rights offering See the section entitled Risk Factors

What fees or charges apply jf exercise my subscription rights

We are not charging any fees or sales commissions to issue subscription rights to you or to

issue shares to you if you exercise your subscription rights If you exercise your subscription

rights through broker or other record holder of your shares you are responsible for paying any

fees that person may charge We have agreed to pay our underwriter Northeast Capital

Advisory Inc 2% commission on all sales in the rights offering to existing shareholders

residing in the State of New York

When will receive my new shares of common stock

As soon as practicable after the expiration of the rights offering period we will arrange for

the issuance of the shares of common stock purchased pursuant to the basic subscription

privilege Shares purchased pursuant to the over-subscription opportunity will be issued as soon

as practicable after the expiration date of the rights offering and following the completion of any

pro-rations as may be necessary in the event the over-subscription requests exceed the number of

shares available to satisfy such requests

Will the subscription rights be listed on stock exchange or trading market

The subscription rights may not be sold transferred or assigned to anyone else and will not

be listed on any other stock exchange or trading market or on the OTC Bulletin Board Our

common stock trades on the OTC Bulletin Board under the symbol LYBC.OB

What are the U.S federal income tax consequences of exercising my subscription rights

The receipt and exercise of your subscription rights will generally not be taxable under U.S

federal income tax laws You should however seek specific tax advice from your personal tax

advisor in light of your personal tax situation and as to the applicability of any other tax laws

See the section below entitled Certain Material U.S Federal Income Tax Considerations
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How much money will Lyons Bancorp Inc receive from the rights offering

The net proceeds to us will depend on the number of subscription rights that are exercised in

the rights offering including oversubscription requests and whether any remaining shares are

sold in the supplemental offering If we issue all shares available for the exercise of basic

subscription rights in the rights offering the net proceeds to us after deducting estimated

offering expenses and underwriter commissions on the rights offering will be approximately

$4.7 million We estimate that the expenses of the combined rights and supplemental offerings

will be approximately $200000 We intend to use the net proceeds to fund future asset growth

and for general corporate purposes See the section below entitled Use of Proceeds

If am not shareholder but wish to subscribe for shares of common stock in the

supplemental offering what do do

We will accept subscriptions for unsold shares of common stock during the pendency of the

rights offering Upon completion of the rights offering subscriptions for the shares of common

stock offered in the supplemental offering may be accepted by us in our sole discretion subject

to the availability of shares after we have satisfied all basic subscription rights that have been

properly exercised and any over-subscription requests that we have accepted in the rights

offering We reserve the right to accept or reject in whole or in part any subscription we receive

in the supplemental offering All subscription proceeds we receive in the supplemental offering

will be deposited in segregated noninterest-bearing account maintained by the escrow agent

until the time that we accept or reject those subscriptions The supplemental offering will

commence concurrently with the rights offering on 2012 and will continue for

approximately one week following the expiration date for the rights offering or until 500 p.m
Lyons New York time on 2012 subject to extension in our sole discretion If we

cancel the supplemental offering subscription payments received will be returned without

interest or deduction as soon as practicable

Is the supplemental offering subject to any minimum or maximum subscription amount

You must subscribe for at least 500 shares of common stock in the supplemental offering

except that employees of the Bank and its subsidiaries may purchase minimum of 25 shares

We may choose to waive these minimum investment amounts in our sole discretion There is no

maximum amount of shares you can subscribe for as long as we have shares remaining available

for sale after our rights offering is completed You may not revoke or change your subscription

after you have submitted your subscription agreement We may choose to reject your

subscription entirely or accept it for only portion of the shares for which you subscribe

In addition under applicable federal and state banking laws any purchase of shares of

our common stock may also require the prior clearance or approval of or prior notice to federal

and state bank regulatory authorities if the purchase will result in any person or entity or group of

persons or entities acting in concert owning or controlling shares in excess of 10.0% of our

outstanding shares of common stock following the completion of the supplemental

1479910



How can Igetfurther information about the rights offering

The offering circular describes the rights offering in detail If you would like further

information please call 315 946-4871 or stop by our main office located at 35 William Street

Lyons New York 14489 Our main office will be open for those individuals wanting to ask

questions or pick up additional materials in person between 900 AM and 500 PM Monday

through Friday until the closing of the offering
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SUMMARY

As used through this offering circular the terms we us our the Company and

Lyons Bancorp Inc refers to Lyons Bancorp Inc and its subsidiaries Bank refers to our

wholly-owned subsidiary The Lyons National Bank

This summary highlights selected information from this offering circular and may not

contain all the information that you should consider before investing in the securities we are

offering To understand the offered securities properly you should read the entire document

carefully including the risk factors and our consolidated financial statements and the related

notes

Lyons Bancorp Inc and its Subsidiaries

Lyons Bancorp Inc is bank holding company under the Federal Bank Holding

Company Act of 1956 We were incorporated in 1987 under the laws of New York

We own and operate The Lyons National Bank which is our principal subsidiary We

also own all of the common beneficial interest of Lyons Capital Statutory Trust which is

Connecticut statutory trust which we formed in June 2003 in connection with the issuance of

$1000000 of preferred trust capital securities Lyons Capital Statutory Trust II which is

Delaware statutory trust which we formed in August 2004 in connection with the issuance of

$5000000 of preferred trust capital securities and Lyons Statutory Trust III which is

Connecticut statutory trust which we formed in December 2009 in connection with the issuance

$2932000 of convertible trust preferred securities

The Lyons National Bank is full service nationally chartered commercial bank serving

Wayne County and portions of Cayuga Monroe Onondaga Ontario Seneca and Yates Counties

in New York through eleven full-service banking offices located in Lyons two offices Wolcott

Newark Macedon Ontario Jordan Clyde Geneva Penn Yan and Waterloo New York an

ATM network and Internet and telephone banking services The Bank owns all of the common

stock of Lyons Realty Associates Corp real estate investment trust which holds portfolio of

real estate mortgages The Bank also provides brokerage investment and insurance products and

services to its customers through an arrangement with Linsco/Private Ledger

We are community oriented bank emphasizing personal service and customer

convenience in serving the financial needs of the individuals families and businesses residing in

our markets We attract deposits from the general public in the markets we serve and use those

funds together with funds generated from operations and borrowings to originate commercial

real estate loans residential mortgage loans commercial and agricultural loans and consumer

loans We also invest in mortgage-backed securities and other permissible investments

Over the past several years we have experienced significant growth in our assets deposit

base loan portfolio and net worth As of December 31 2011 we had $555 million in total
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assets $360 million in total loans $461 million in total deposits and $36 million in stockholders

equity

We effected three-for-two stock split of our outstanding shares of common stock par

value $0.50 per share effective at the close of business on February 29 2012 Where number

of shares of common stock is listed in this offering circular for date or period prior to the

effective date of the stock split that number of shares of common stock has been proportionately

adjusted as if the three-for-two stock split had been in effect on that prior date or during that

prior period

Our principal executive office is located at 35 William Street Lyons New York 14489

Our telephone number is 315 946-4871 and our web site is www.bankwithlnb.com

Information on our web site is not part of this offering circular

The Offering

The following summary describes the principal terms of the rights offering but is not

intended to be complete See the section of this offering circular below entitled The Rights

Offering for more detailed description of the terms and conditions of the rights offering

Securities Offered

We are distributing at no cost or charge to you one subscription right for each share of

common stock that you owned as of 500 p.m Lyons New York time on the record date

April 12 2012 either as holder of record or in the case of shares held of record by brokers

custodian banks or other nominees on behalf of residents of the State of New York as beneficial

owner of the shares These rights may be exercised only by you and cannot be sold transferred

or assigned to anyone else

Fractional shares of our common stock resulting from the exercise of the basic

subscription privilege or the over-subscription opportunity will be eliminated by rounding down

to the nearest whole share As result we may not issue the full number of shares authorized for

issuance in connection with this rights offering

Basic Subscription Privilege

For each right that you own you will have basic subscription privilege to buy from us

one-seventh 1/7 of share of our common stock at the subscription price You may exercise

your basic subscription privilege for some or all of your subscription rights or you may choose

not to exercise your subscription rights

Over-subscription opportunity

If you exercise your basic subscription privilege in full you will also have an opportunity

to subscribe to purchase any shares that our other subscription rights holders do not purchase

under their basic subscription privilege The subscription price for shares purchased pursuant to
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the over-subscription opportunity will be the same as the subscription price for the basic

subscription privilege We reserve the right to reject
in whole or in part any or all over

subscription requests and we may choose to issue some or all of the shares that we may issue

beyond the number necessary to satisfy properly exercised basic subscription rights solely to new

investors in the supplemental offering

Subscription Price

The subscription price per share of common stock shall be equal to $24.00 to $28.00 per

share To be effective any payment related to the exercise of subscription right must clear prior

to the expiration of the rights offering period

Record Date

The record date will be April 12 2012

Expiration Date

The subscription rights will expire at 500 p.m Lyons New York time on

unless the expiration date is extended We reserve the right to extend the subscription rights

period at our sole discretion

Supplemental Offering

If shares of common stock remain available for sale after the closing of the rights

offering our officers and directors will offer and sell those remaining shares in supplemental

offering on best efforts basis at the $24.00 to $28.00 per share subscription price Initially we

anticipate that any shares offered in the supplemental offering will be offered with preference

given to natural persons residing in the seven counties in which we operate namely Cayuga

Monroe Onondaga Ontario Seneca Wayne and Yates in what we will refer to as the

community portion of the supplemental offering Subsequently we anticipate that any shares

remaining available in the supplemental offering will be offered by the underwriter outside of

these areas in what we refer to as the syndicated portion of the supplemental offering

In the supplemental offering the minimum required purchase is 500 shares except that

employees of the Bank and its subsidiaries may purchase minimum of 25 shares and there is no

minimum purchase required of shareholder The 25 share minimum required purchase for our

employees is based on our desire to encourage stock ownership by the Banks employees

The syndicated portion of the supplemental offering would be managed by Northeast

Capital Advisory Inc We have the right to accept or reject in our sole discretion any orders

received in the supplemental offering
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Procedure for Exercising Subscription Rights

The subscription rights may be exercised at any time during the subscription period

which commences on 2012 To exercise your subscription rights you must properly

complete the enclosed Subscription Election Form and deliver it along with the full subscription

price including any amounts in respect of an over-subscription request to the Bank before 500

p.m Lyons New York time on 2012 unless the expiration date is extended

If you use the mail we recommend that you use insured registered mail return receipt

requested Subscription Election Form

Net Proceeds of Offering

The net proceeds to us will depend on the number of subscription rights that are

exercised including over-subscription requests and the number of shares if any that are sold in

the supplemental offering If we issue all shares available for the exercise of basic subscription

rights in the rights offering the net proceeds to us after deducting estimated offering expenses

and underwriter commissions will be approximately $4.7 million We estimate that the expenses

of the combined rights and supplemental offerings will be approximately $200000 We intend to

use the net proceeds to fund future asset growth and for general corporate purposes See the

section below entitled Use of Proceeds

Non-Transferability of Subscription Rights

The subscription rights may not be sold transferred or assigned to anyone else and will

not be listed for trading on any other stock exchange or trading market or on the OTC Bulletin

Board

No Revocation of Exercise by Shareholders

All exercises of subscription rights are irrevocable even if you later learn information

about us that you consider unfavorable You should not exercise your subscription rights unless

you are certain that you wish to purchase the shares of common stock offered pursuant to the

rights offering

Conditions to the Rights Offering

The completion of the rights offering is subject to the conditions described in the section

below entitled The Rights OfferingConditions and Cancellation

Amendment Cancellation

We may amend the terms of the rights offering or extend the rights offering period We

also reserve the right to cancel the rights offering at any time prior to the expiration date for any

reason
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No Board Recommendation

Our Board of Directors is making no recommendations regarding your exercise of the

subscription rights You are urged to make your own decision whether or not to exercise your

subscription rights based on your own assessment of our business and the rights offering See the

section below entitled Risk Factors

Issuance of Common Stock

If you purchase shares of common stock through the rights offering we will issue those

shares to you as soon as practicable after the completion of the rights offering

Trading of Common Stock

Our common stock trades on the OTC Bulletin Board under the symbol LYBC.OB

Certain Material U.S Federal Income Tax Considerations

The receipt and exercise of your subscription rights will generally not be taxable under

U.S federal income tax laws However you should seek specific tax advice from your personal

tax advisor in light of your personal tax situation and as to the applicability and effect of any

other tax laws See the section below entitled Certain Material U.S Federal Income Tax

Considerations

Subscription Agent

Our subscription agent is The Lyons National Bank

Shares of Common Stock Outstanding Before the Rights Offering

As of March 2012 1291139 shares of our common stock were outstanding

Shares of Common Stock Outstanding After Completion of the Rights Offering

We will issue up to 178571 to 208333 shares of common stock in the rights offering

depending on the number of subscription rights that are exercised Assuming no convertible

trust preferred securities are converted prior to the expiration of the rights offering period and

based on the number of shares of common stock outstanding as of March 2012 if we issue all

178571 to 208333 shares of common stock available for the exercise of basic subscription

rights in the rights offering we would have 1469710 to 1499472 shares of common stock

outstanding following the completion of the rights offering and supplemental offerings
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Blue Sky Considerations

We have complied with the issuer/dealer requirements under New Yorks blue sky

securities laws No restrictions to resale will apply under New York State blue sky securities

laws to investors who are residents of New York or making resales in the State of New York

In all States in which the offering is conducted we plan to comply with exemptions from

registration or qualification under the blue sky securities laws In all States except for New York

we plan to comply with exemptions from registration or qualification In order to comply with

these exemptions the shares of common stock acquired by investors who are residents of these

states may not be offered for resale unless they have been registered or qualified for sale in that

jurisdiction or an exemption is available therefrom and the requirements of any such exemption

have been satisfied We do not currently intend to register or qualify the resale of such securities

in any jurisdiction An exemption however is generally available in these jurisdictions for

resale of securities restricted under applicable blue sky laws to registered broker/dealers and

certain institutional buyers The certificates representing such shares sold without registration or

qualification will contain legend to this effect

How We Determined the Subscription Price

Our Board of Directors determined the terms of the rights offering including the

subscription price in its sole discretion In determining the subscription price our Board of

Directors considered number of factors including

the size and timing of the rights offering and the price at which our stockholders might

be willing to participate in rights offering offered on pro rata basis to all stockholders with an

over-subscription opportunity

historical and current trading prices for our common stock and

analysis of information related to other recent rights offerings and the range of

discounts that the subscription prices represented to the then prevailing and historical trading

prices for those offerings

The subscription price is not necessarily related to our book value results of operations

cash flows financial condition or net worth or any other established criteria of value and may or

may not be considered the fair value of our common stock at the time the rights offering was

approved by our Board or during the rights offering period We cannot assure you that the

trading price of our common stock will not decline during or after the rights offering We also

cannot assure you that you will be able to sell shares purchased in this offering at price equal to

or greater than the subscription price We do not intend to change the subscription price in

response to changes in the trading price of our common stock prior to the closing of the rights

offering
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SELECTED FINANCIAL AND OTHER DATA

The following table sets forth our selected consolidated historical financial and other data

for the years and at the dates indicated The information at December 31 2011 and 2010 and

for the years then ended is derived in part from and should be read together with our

consolidated financial statements and notes thereto beginning at page F-i of this offering

circular The information at December 31 2009 and for the fiscal year then ended is derived in

part from our audited consolidated financial statements not contained in this offering circular

The selected consolidated financial data below should be read in conjunction with our

consolidated financial statements and the accompanying notes and Managements Discussion

and Analysis of Financial Condition and Results of Operations The historical results are not

necessarily indicative of results that may be expected for any future period

Dollars in thousands For the year ended December 31

Interest income 21215 20819 19829

Interest expense 3653 3730 4692

Provision for loan losses 965 2405 1725

Net interest income after provision for loan 16597 14684 13412

losses

Noninterest income 6373 5828 5952

Noninterest expense 16068 14856 14027

Income tax expense 1760 1484 1594

Net income attributable to noncontrolling

interests

Net income 5138 4.168 3.739

Per share dataW

Basic earnings per share 3.98 3.24 2.93

Diluted income per share 3.76 3.24 2.93

Book value per share 27.78 24.48 22.96

Cash dividends declared 0.95 0.89 0.79

Weighted average shares outstanding-basic 1289790 1287225 1277080

Weighted average
shares outstanding-

diluted 1395342 1287225 1277080

Period End Balance Sheet Summary
Total assets 555451 513585 457787

Investment securities 154639 162551 135791

Loans 359951 312629 288226

Allowance for loan losses 7001 6441 4912

Deposits 460999 424006 382334

Total equity 35894 31567 29571

Selected Financial Ratios

Return on average assets 0.96% 0.85% 0.86%

Return on average stockholders equity 14.47% 12.99% 13.13%

Dividends declared to net income 23 .90% 27.62% 26.93%

Loans to deposits
78.08% 73.73% 75.39%

Average equity to average
total assets 6.65% 6.57% 6.57%

Capital Ratios Bank only

Leverage ratio 8.42% 8.22% 8.0 1%

Tier risk-based capital 12.59% 12.94% 11.66%

Total risk-based capital
13.84% 14.19% 12.90%
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Share and per share data reflects 3-for-2 stock split on February 29 2012
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

In this offering circular we make forward-looking statements concerning trends and

future conditions including the future of the banking industry our business strategy including

the possibility of future openings of banking offices and acquisitions continued acceptance and

growth of our assets loans and deposits development and addition of products and dependence

on significant customers such as agricultural and municipal customers These statements can be

identified by the use of forward-looking terminology such as may expect plan intend

seek anticipate estimate continue or other similarwords These statements and similar

expressions discuss expectations of the future and are intended to identify forward-looking

statements When considering forward-looking statements you should keep in mind the risk

factors and other cautionary statements contained in this offering circular We caution readers

not to place undue reliance on any of these forward-looking statements which reflect our views

on the date of this offering circular The Risk Factors and other factors identified throughout

this offering circular could cause our actual results to differ significantly from those contained in

any forward-looking statement

All forward-looking statements attributable to us or persons acting on our behalf are

expressly qualified in their entirety by the cautionary statements set forth in this offering circular

Forward-looking statements speak only as of the date they are made and we undertake no

obligation to update publicly any of these statements in light of new information or future events
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RISK FACTORS

An investment in the securities offered hereby involves certain risks You should

carefully read the following risk factors about our business and this offering together with the

other information in this offering circular before making decision to purchase any shares

If any of the following risks actually occurs our business assets liquidity operating

results prospects and financial condition could be seriously harmed This could cause the

trading price of our securities to decline resulting in loss of all or part ofyour investment

Risks Re1atini to the Company and the Offered Stock

You may have difficulty in selling your securities or selling them at fair price because

there is little trading activity

Our common stock trades on limited basis in the over4he-counter bulletin board under

the symbol LYBC We have no plans to list any of our securities on any exchange As result

you may not be able to sell your shares without delay or be able to sell your shares at fair

price We cannot predict when if ever fully developed active and liquid public trading market

for our securities will occur If developed public trading market for our securities does develop

at future time there are no assurances that they will be sustained for any period of time

The future trading price of our common stock may be less than the purchase price in this

offering

While the trading price for our common stock has been relatively stable we cannot

assure you that the market price will not decline if and after you acquire our common shares

The trading price of our stock could fluctuate substantially based on variety of factors

including but not limited to the following

future announcements concerning us our competitors or the businesses with

whom we have relationships including new competition from former officers and

employees of Lyons Bancorp Inc in our market area

changes in government regulations and the financial services industry generally

that affect our costs and the types and mix of our products

the overall volatility of the stock markets and the economy generally

our growth and ability to implement our expansion strategy especially given the

competition in the banking industry in our market area and

changes in our operating results from quarter to quarter

Further the trading volume of our stock has been limited which may increase the volatility of

the trading price of our stock
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Fluctuating interest rates may reduce our profitability

Fluctuations in interest rates particularly rising rates will ultimately affect both the level

of income and expense we record on large portion of the Banks assets and liabilities and the

market value of all interest-earning assets other than interest-earning assets that mature in the

short term The Banks interest rate management strategy is designed to stabilize net interest

income and preserve capital over broad range of interest rate movements by matching the

interest rate sensitivity of assets and liabilities Although we believe that our current mix of

loans securities and deposits is reasonable significant fluctuations in interest rates may have

negative effect on our profitability

Persistently low interest rates could erode our core profitability

We derive significant portion of our net revenues net interest income plus noninterest

income from the difference between what we earn on our interest-bearing assets such as loans

and investment securities and what we pay for our interest-bearing liabilities Of the $23.9

million of net revenues in 2011 73.4% was attributable to this difference

Part of the core profitability of community bank such as ours is the lower cost inherent

in the deposits it gathers at its branch offices compared to those that could be obtained in the

wholesale money markets This benefit has been eroding as market lending rates remain at low

levels In such an environment our ability to save on funding costs is reduced and few

additional savings will accrue to us for longer period of time In addition as many of our

interest-bearing assets prepay or mature we will be forced to replace them with assets at lower

current market yields This asymmetrical impact could reduce our net interest income and

adversely affect our operating results

We may experience difficulties in managing our organic growth

The success of our organic growth strategy will depend primarily on our ability to

generate an increasing level of loans and deposits at acceptable risk levels and terms without

significant increases in noninterest expenses relative to revenues generated Our growth strategy

involves variety of risks including our ability to

attract the talent needed to maintain adequate depth of management throughout

our organization as we continue to grow

maintain adequate sources of funding at attractive pricing

maintain adequate underwriting practices and monitoring systems to maintain

credit quality and manage growing loan portfolio in the future and

implement appropriate policies procedures and operating systems necessary to

support larger organization while keeping expenses under control
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If we fail to effectively identify or mitigate our risks we could suffer unexpected losses and

could be materially adversely affected

Our risk management framework seeks to mitigate risk and appropriately balance risk

and return We have established processes and procedures intended to identify measure

monitor and report the types of risk to which we are subject including credit liquidity interest

rate sensitivity compliance reputation and operations We seek to monitor and control our risk

exposure through framework of policies procedures and reporting requirements Management

of our risks in some cases depends upon the use of analytical and/or forecasting models If the

models that we use to mitigate these risks are inadequate we may incur increased losses In

addition there may be risks that exist or that develop in the future that we have not

appropriately anticipated identified or mitigated If our risk management framework does not

effectively identify or mitigate our risks we could suffer unexpected losses and could be

materially adversely affected

We may experience difficulties in assimilating future acquisitions into our business model

As part of our general strategy we may acquire banks and businesses that we believe

provide strategic fit with our business We do not have history of growth by acquisitions To

the extent that we grow by acquisition we cannot assure you that we will be able to manage our

growth adequately and profitably Acquiring other banks and businesses will involve risks

commonly associated with acquisitions including

potential exposure to liabilities of banks and businesses we acquire

difficulty and expense of integrating the operations and personnel of banks and

businesses we acquire

potential disruption to our business

potential diversion of our managements time and attention and

impairment of relationships with and the possible loss of key employees and

customers of the banks and businesses we acquire

Failure to successfully address the issues of growth either internally or by acquisition

could adversely affect our results of operations and financial condition

Competing institutions that recently acquired former HSBC banking branches in our

market area may aggressively protect the business that they have purchased which could

adversely affect our ability to optimally deploy capital raised in this offering

Recently HSBC Bank USA N.A large institution in Upstate New York sold almost

200 branch offices to other institutions many in our market area Branch offices acquired by the

purchasers of the HSBC offices First Niagara Bank Key Bank Community Bank and Five Star

Bank may to try to protect the business acquired by offering aggressive loan and deposit terms

as result of the new deposits acquired These competitive pressures may negatively impact the
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volume and price at which we can acquire new business and retain existing business As result

new business growth which is required to optimally deploy the capital we raise may take longer

or be less profitable It may also adversely affect our ability to retain existing business

Because we primarily serve Wayne County and several counties in close proximity

decline in the economy of this local region could lower our profitability and adversely affect

our growth

We serve Wayne County and portions of Cayuga Monroe Onondaga Ontario Seneca

and Yates counties with 11 banking offices 23 ATMs and our Internet and telephone banking

services Our profits depend on providing products and services to customers in this local

region An increase in unemployment decrease in real estate values inclement weather

natural disasters and adverse trends or events affecting various industry groups such as

agriculture are among the factors that could weaken the local economy With weaker local

economy

customers may not want or need our products and services

borrowers may be unable to repay their loans

the value of the collateral securing our loans to borrowers may decline and

the overall quality of our loan portfolio may decline

Making mortgage loans consumer loans commercial loans and agricultural loans is

significant source of our profits If customers in the local area do not want these loans our

profits may decrease Although we could make other investments we may earn less revenue on

these investments than on loans Also our losses on loans may increase if borrowers are unable

to make payments on their loans Increases in delinquent and non-accrual loans may result in an

additional provision for loan losses which will negatively affect earnings All of these factors

could lower our profitability and adversely affect our growth

We may suffer more severely than other lenders if the local agricultural economy

experiences downturn in its economic performance as business segment

Our agricultural lending activities are an important part of the growth and profitability of

the Company with approximately 12.2% of our loan portfolio in either agriculture-related real

estate or business loans Based on Federal Reserve data for bank holding companies as of

September 30 2011 our peers held approximately 4.5% of their loan portfolios in agriculture

related loans To the extent that the fortunes of the farm economy are adversely affected by

general economic conditions we may suffer more than our peers
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Our profitability and ability to grow would be adversely affected if change in the law

occurs that precludes our municipal customers from maintaining deposits with us or if

those customers withdraw their deposits from us for other reasons

Public deposits historically have been very important to us As of December 31 2011

18.0% of our deposits were provided by municipal customers which we believe to be

significantly greater than our peers If legislation to liberalize the options for municipal deposits

were passed or if our relationships with local municipalities were to deteriorate this important

source of funding could erode and/or become more expensive This could affect our profitability

and our ability to fund our growth strategies

The late 2008 financial market volatility highlighted the interconnectedness of all financial

institutions national or international event could trigger repeat and impact us even

though we are not directly involved

Our Bank is part of the United States banking industry and holds securities and claims on

other financial participants We also depend on the normal functioning of system built on trust

In the event of systematic problem financial markets could become so volatile that normal

business is disrupted even for Bank like ours located far from large financial centers In that

case we might find it difficult or very costly to execute normal transactions that could negatively

impact income or the market value of the assets of the Bank In addition the turmoil could

negatively affect the price of all bank stocks including our own

If our allowance for loan losses is not sufficient to cover actual loan losses our earnings

would decrease

Lending money is an essential part of the banking business However borrowers do not

always repay their loans The risk of non-payment is affected by

credit risks of particular borrower

changes in economic and industry conditions

the duration and other terms of the loan and

in the case of collateralized loan uncertainties as to the future value of the

collateral

If our borrowers do not repay their loans we may suffer loan losses Loan losses are

inherent in the lending business and could have materially adverse effect on our operating

results We make various assumptions and judgments about the collectability of our loan

portfolio and provide an allowance for loan losses for loan defaults and non-performance The

amount of future losses is susceptible to changes in economic operating and other conditions

including changes in interest rates beyond our control Such losses may exceed current

estimates If our assumptions are wrong our allowance for loan losses may not be sufficient to

cover our future losses thereby having an adverse effect on our earnings In addition this may
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cause us to increase the allowance for loan losses in the future thereby decreasing our future

earnings In addition bank regulators periodically review our allowance for loan losses and may

require us to increase our provision for loan losses or recognize further loan charge-offs Any

increase in our allowance for loan losses or loan charge-offs required by these regulatory

authorities would decrease our earnings

We may lose customers or be unable to grow our customer base if our competitors develop

and invest in technological improvements that consumers desire but which are beyond

our financial ability to adopt and implement

The financial services industry continues to undergo rapid technological change with

frequent introductions of new technology-driven products and services In addition the effective

uses of technology to better serve customers increases efficiency and enables financial

institutions to reduce costs Our future success and ability to implement our growth strategy will

depend in part upon our ability to use technology to provide products and services that will

satisf customer demands for convenience as well as to create additional efficiencies in our

operations Many of our competitors have substantially greater resources to invest in

technological improvements

Our ability to compete successfully in the future will depend on whether we can

anticipate and respond to technological changes To develop these and other new technologies

we will likely have to make additional capital investments Although we continually invest in

new technology we cannot assure you that we will have sufficient resources or access to the

necessary proprietary technology to remain competitive in the future We cannot provide you

with assurance that we will be able to effectively implement new technology-driven products and

services or be successful in marketing such products and services to our customers This could

result in loss of customers or an inability to grow our customer base either of which would

adversely affect our profitability and ability to grow

Security breaches and other disruptions could compromise our information and expose us

to liability which would cause our business and reputation to suffer

In the ordinary course of our business we collect and store sensitive data including that

of our customers in our data center and on our networks The secure maintenance of this

information is critical to our operations Despite our security measures our information

technology and infrastructure may be vulnerable to attacks by hackers or breached due to

employee error malfeasance or other disruptions Any such breach could compromise our

networks and the information stored there could be accessed publicly disclosed lost or stolen

Any such access disclosure or other loss of information could result in legal claims or

proceedings disrupt our operations and cause loss of confidence in our products and services

which could adversely affect our business

We cannot guarantee the future payment of dividends on our Common Stock

Holders of our common stock are only entitled to receive such dividends as our Board of

Directors may declare out of funds legally available for such payments The payment of future

dividends will depend upon our financial resources the earnings and the financial condition of
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the Bank and its subsidiaries restrictions under applicable law and regulations and other factors

relevant at the time the Board of Directors considers any declaration of dividends In addition if

default occurs in the payment due on the trust preferred securities issued by Lyons Capital

Statutory Trust Lyons Capital Statutory Trust II or Lyons Statutory Trust III in which we own

all of the common beneficial interest we would be prohibited from paying dividends on our

common stock Accordingly there can be no assurance that dividends if any will be paid at

historical levels or be increased or when such increase will occur

Monetary policies and economic factors could adversely affect our financial performance

The success of the Company will depend in significant part upon its ability to attract

deposits and extend loans and to maintain sufficient interest margin between the rates of

interest it receives on loans and other investments and the rates it pays out on deposits and other

liabilities This is affected by the monetary policies of federal regulatory authorities particularly

the Federal Reserve and by economic conditions in our service area and the United States

generally including the following

changes in governmental economic and monetary policies

the Internal Revenue Code and banking and credit regulations

national state and local economic growth rates

employment rates and

population trends

We cannot predict the nature and timing of any changes in such policies and conditions

or their impact on us or our bank subsidiary Any such changes may have material adverse

impact on our financial performance

Our growth and return to investors may be limited by the laws and government agencies

that regulate us and changes in these laws that may adversely affect our results of

operation and financial condition

We are bank holding company and our principal subsidiary is national bank Both

entities operate in highly regulated environment and are subject to examination supervision

and comprehensive regulation by federal regulatory agencies Under regulatory capital adequacy

guidelines and other regulatory requirements our company and our subsidiary bank must meet

guidelines subject to qualitative judgments by regulators about components risk weightings and

other factors From time to time the regulators implement changes to these regulatory capital

adequacy guidelines Banking regulations designed primarily for the safety of depositors and

not shareholders of Lyons Bancorp Inc may limit our growth and the return to investors by

restricting activities such as the payment of dividends mergers with or acquisitions by other

institutions investments loans and interest rates interest rates paid on deposits and the creation

of branch banking offices Furthermore if we fail to meet these minimum liquidity capital

guidelines and other regulatory requirements our financial condition would be materially and

adversely affected
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Future governmental regulation and legislation could limitour future growth

We are subject to extensive state and federal regulation supervision and legislation which

govern almost all aspects of our operations These laws may change from time to time and are

primarily intended for the protection of customers depositors and the deposit insurance funds

The impact of any changes to these laws may negatively impact our ability to expand our

services and to increase the value of our business The Dodd-Frank Act enacted in July 2010

represents comprehensive overhaul of the financial services industry in the United States and

requires federal agencies to implement many new rules While we cannot predict what effect

any presently contemplated or future changes in the laws or regulations or their interpretations

would have on us these changes could be materially adverse to our shareholders See

Supervision and Regulation for more information about applicable banking regulations

loss of our senior officers could impair our relationship with our customers and

adversely affect our revenue

We rely upon our senior officers to develop business and maintain customer

relationships If any of these individuals were to leave for any reason or something were to

happen to one of them and we were unable to hire highly qualified and experienced personnel to

replace them we could lose valuable customer relationships and associated revenue especially if

they were to work with competitor

Our management will have broad discretion in allocating the net proceeds from the

offering and may not allocate the proceeds in the most profitable manner

Neither we nor the Bank have specifically allocated the use of the net proceeds from this

offering Until utilized we anticipate that net offering proceeds will be invested in short-term

and intermediate-term securities or deposits in our Bank subsidiary Therefore management will

have broad discretion as to the timing and specific application of the net proceeds and investors

will not have the opportunity to evaluate the economic financial and other relevant information

that we will use in applying the net proceeds Although we intend to use the net proceeds to

serve Lyons Bancorp Inc.s best interests our application may not ultimately reflect the most

profitable application of the net proceeds and you may not agree with such application As

result it is possible that our return on equity will decrease following the offering

decline in the market value of our investments could negatively impact shareholders

equity

Approximately 92.5% of our securities investment portfolio as of December 31 2011 has

been designated as available-for-sale Unrealized gains and losses in the estimated value of the

available-for-sale portfolio are reflected as separate item in stockholders equity net of tax

Also at December 31 2011 we maintained approximately 25.8% of total assets in securities

available for sale If the market value of our investment portfolio declines this would cause

decline in stockholders equity which could be material
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Given current economic and market conditions declines in the value of individual

securities within our investment portfolio that are considered other-than-temporarily

impaired could have negative impact on stockholders equity

Approximately 38% of our securities investment portfolio is invested in New York State

and local government obligations These issuers are affected by political economic and

regulatory factors The concerns facing the State of New York and its municipalities may lead

nationally recognized rating agencies to downgrade its debt obligations We periodically but not

less than quarterly evaluate these investments for impairment indicators Under U.S generally

accepted accounting principles declines in the fair value of held-to-maturity and available-for-

sale securities below their cost that are deemed to be other-than-temporary are reflected in

earnings to the extent the impairment is related to credit losses If impairment is deemed other-

than-temporary the resulting charge to earnings relating to credit quality may be significant

If we issue additional stock in the future your percentage of ownership of Lyons Bancorp

Inc could be reduced

As shareholder of Lyons Bancorp Inc you will not have preemptive rights
with

respect to the issuance of additional shares of common stock or the issuance of any other class of

stock This means that if we decide to issue additional shares of stock you will not

automatically be entitled to purchase additional shares to maintain your percentage of ownership

of our outstanding common stock In addition if we sell additional shares in the future it is

possible that those shares may be issued on terms more favorable including lower share price

than the terms hereunder

Substantial regulatory limitations on changes of control and anti-takeover provisions in

our Certificate of Incorporation and Bylaws may make it more difficult for you to receive

change in control premium

With certain limited exceptions federal regulations prohibit person or company or

group of persons deemed to be acting in concert from directly or indirectly acquiring more

than 10% 5% if the acquirer is financial holding company of any class of our voting stock or

obtaining the ability to control in any manner the election of majority of our directors or

otherwise direct the management or policies of our company without prior notice or application

to and the approval of the Federal Reserve Also our Certificate of Incorporation and Bylaws

contain certain provisions that can slow down or limit hostile takeover The provisions are

intended to discourage costly takeover battles and lessen our vulnerability to hostile change in

control thereby enhancing the possibility that our Board of Directors can maximize shareholder

value in connection with an offer to acquire us However anti-takeover provisions can

discourage activities such as unsolicited merger proposals acquisitions or tender offers by

which shareholders might otherwise receive change of control premium for their shares above

the market price
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Our directors and executive officers control significant percentage of outstanding shares

and may influence shareholder actions in manner that may be adverse to your personal

investment objectives

Our directors and executive officers beneficially control 17.3% of our outstanding shares

of common stock before this offering Our directors and executive officers have indicated that

they intend to participate under this offering Combined with the anti-takeover provisions in our

Certificate of Incorporation and Bylaws these holdings can effectively block any attempted

takeover of us In addition if our directors and executive officers vote together as single

group they will significantly influence the outcome of our shareholder votes such as election of

directors amendments to our Certificate of Incorporation mergers and asset sales The interests

of our directors and executive officers may differ from the interests of other shareholders with

respect to control issues such as these

We are not Securities and Exchange Commission reporting company and therefore

there is less information available than if our securities were registered under the

Securities Exchange Act of 1934 which may make it more difficult for you to sell or

otherwise take action with respect to your securities in the future

We are non-reporting issuer which means we do not file periodic reports with the

Securities and Exchange Commission and we do not plan to do so after this offering unless

required by law Although we file financial information with the Federal Reserve Bank of New

York and the Bank files financial information with the Office of the Comptroller of the

Currency purchasers of our common stock under the Offering will not have ready access to the

same quantity of information concerning us and the Bank that is available to the shareholders of

companies that report to the Securities and Exchange Commission Further the vast majority of

broker-dealers generally do not engage in the sale or trading of securities of non-reporting

issuer which may make it more difficult for you to sell or otherwise take action with respect to

your securities in the future

Risks Related to the Rights Offering

If you do not fully exercise your basic subscription privilege your interest in us will be

diluted In addition if you do not exercise your basic subscription privilege in full and the

subscription price is less than the fair value of our common stock then you would

experience an immediate dilution of the aggregate fair value of your shares

Up to 178571 to 208333 shares of common stock are issuable in the rights offering with

any remaining shares available to satisfy over-subscription requests and/or to facilitate sales of

shares to new investors in the supplemental offering that we are undertaking concurrently with

the rights offering If you do not choose to fully exercise your basic subscription privilege your

percentage ownership interest in us will significantly decrease In addition if you exercise your

basic subscription privilege in full but do not exercise your over-subscription opportunity in full

and other shareholders fully exercise their basic subscription privilege and their over

subscription opportunity or we otherwise issue additional shares to new investors in the

supplemental offering the percentage of our common stock owned by all other shareholders will

increase For example if you own 10000 shares of common stock before the rights offering or
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approximately 0.77% of our common stock and you do not exercise any of your basic

subscription privilege or over-subscription opportunity while all other shareholders exercise their

basic subscription privilege and over-subscription opportunity in full or we otherwise issue the

maximum number of additional shares to new investors in the supplemental offering then your

percentage ownership will be reduced to approximately 0.66% In addition if you do not

exercise your basic subscription privilege in full and the subscription price is less than the fair

value of our common stock you would experience immediate dilution of the value of your shares

relative to what your value would have been had our common stock been issued at fair value

The subscription price determined for the rights offering is not necessarily an indication of

the fair value of our common stock

Our Board of Directors determined the terms of the rights offering including the

subscription price in its sole discretion In determining the subscription price our Board of

Directors considered number of factors including

the size and timing of the rights offering and the price at which our shareholders might be

willing to participate in rights offering offered on pro rata basis to all shareholders

with an over-subscription opportunity

historical and current trading prices for our common stock and

analysis of information related to other recent public offerings of community banks and

the range of discounts that the subscription prices represented to the then prevailing and

historical trading prices for those offerings

The subscription price is not necessarily related to our book value results of operations

cash flows financial condition or net worth or any other established criteria of value and may or

may not be considered the fair value of our common stock at the time the rights offering was

approved by our Board or during the rights offering period On March 2012 the closing sale

price for our common stock on the OTC Bulletin Board was $30.00 per share We cannot assure

you that the trading price of our common stock will not decline during or after the rights

offering We also cannot assure you that you will be able to sell shares purchased in the rights

offering at price equal to or greater than the subscription price We do not intend to change the

subscription price in response to changes in the trading price of our common stock prior to the

closing of the rights offering

Because we do not have any formal commitments from any of our shareholders to

participate in the rights offering the net proceeds we receive from the rights offering may

be lower than currently anticipated

We do not have any formal commitments from any of our shareholders to participate
in

the rights offering and we cannot assure you that our other shareholders will exercise all or any

part of their basic subscription privilege or their over-subscription opportunity If our

shareholders subscribe for fewer shares of our common stock than anticipated the net proceeds

we receive from the rights offering could be significantly reduced and we could incur damage to

our reputation
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The rights offering may cause the price of our common stock to decline

Depending upon the trading price of our common stock at the time of our announcement

of the rights offering the announcement of the rights offering and its terms including the

subscription price together with the number of shares of common stock we could issue if the

offering is completed may result in an immediate decrease in the trading price of our common

stock This decrease may continue after the completion of the rights offering If that occurs your

purchase of shares of our common stock in the rights offering may be at price greater than the

prevailing trading price Further if substantial number of subscription rights are exercised and

the holders of the shares received upon exercise of those subscription rights choose to sell some

or all of those shares the resulting sales could also depress the trading price of our common

stock

We may cancel the rights offering at any time prior to the expiration of the rights offering

period and neither we nor the escrow agent will have any obligation to you except to

return your subscription payment

We may at our sole discretion cancel the rights offering at any time prior to the expiration

of the rights offering period If we elect to cancel the rights offering neither we nor the escrow

agent will have any obligation with respect to the subscription rights except to return to you

without interest or penalty as soon as practicable any subscription payments In addition we

may suffer reputational harm if the rights offering is cancelled prior to the expiration date

Because you may not revoke or change your exercise of the subscription rights you could

be committed to buying shares above the prevailing trading price at the time the rights

offering is completed

Once you exercise your subscription rights you may not revoke or change the exercise

The trading price of our common stock may decline before the subscription rights expire If you

exercise your subscription rights and afterwards the trading price of our common stock

decreases below the $24.00 to $28.00 per share subscription price you will have committed to

buying shares of our common stock at price above the prevailing trading price and could have

an immediate unrealized loss Our common stock is traded on the OTC Bulletin Board under the

symbol LYBC.OB and the closing sale price of our common stock on the OTC Bulletin Board

on March 2012 was $30.00 per share There can be no assurances that the trading price of our

common stock will equal or exceed the subscription price at the time of exercise or at the

expiration of the subscription rights offering period

There is no legal obligation for our directors or senior management to subscribe for any

shares in the rights offering

None of our directors or members of senior management is legally obligated to subscribe

for any shares of common stock in the rights offering Because our directors and senior

management are not required to subscribe for any shares of common stock in the rights offering

they may choose to subscribe for less than the number of shares of common stock that they are

entitled to purchase in the rights offering Any failure on the part
of our directors and senior
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management to participate significantly in the rights offering may jeopardize the likelihood of

success for the rights offering and could result in damage to our reputation

If you do not act promptly and follow the subscription instructions your exercise of

subscription rights will be rejected

Shareholders that desire to purchase shares in the rights offering must act promptly to

ensure that all required forms and payments are actually received by the Bank and the escrow

agent prior to the expiration date of the rights offering If you are beneficial owner of shares

and reside in the State of New York you must act promptly to ensure that your broker dealer

custodian bank or other nominee acts for you and that all required forms and payments are

actually received by the Bank and the escrow agent prior to the expiration of the rights offering

period We are not responsible if your broker dealer custodian bank or nominee fails to ensure

that all required forms and payments are actually received by the Bank and the escrow agent

prior to the expiration of the rights offering period If you fail to complete and sign the required

subscription forms send an incorrect payment amount or otherwise fail to follow the

subscription procedures that apply to your exercise in the rights offering prior to the expiration of

the rights offering period the Bank may depending on the circumstances reject your

subscription or accept it only to the extent of the payment received Neither we nor the Bank

undertakes to contact you concerning or attempt to correct an incomplete or incorrect

subscription form We have the sole discretion to determine whether the exercise of your

subscription rights properly and timely follows the subscription procedures

Because the subscription rights are non-transferable there is no market for the

subscription rights

You may not sell transfer or assign your subscription rights to anyone else and we do

not intend to seek to have the subscription rights quoted on the OTC Bulletin Board or any other

stock exchange or trading market Because the subscription rights are non-transferable there is

no market or other means for you to directly realize any value associated with the subscription

rights You must exercise the subscription rights and acquire additional shares of our common

stock to realize any value that may be embedded in the subscription rights

If you make payment of the subscription price by uncertified personal check your check

may not clear in sufficient time to enable you to purchase shares in the rights offering

Any uncertified personal check used to pay the subscription price in the rights offering

must clear prior to the expiration date of the rights offering and the clearing process may require

five or more business days As result if you choose to use an uncertified personal check to pay

the subscription price it may not clear prior to the expiration date in which event you would not

be eligible to exercise your subscription rights You may eliminate this risk by paying the

subscription price by certified or cashiers check or bank draft drawn on U.S bank or by U.S

postal or express money order
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USE OF PROCEEDS

The estimated net proceeds from the offering depend upon the total number of shares we

sell The following table sets forth the calculation of our net proceeds from the offering at an

offering price of $24.00 to $28.00 per share and the use of these proceeds Because this is best

efforts offering and there is no minimum number of shares to be sold we are presenting this

information assuming that we sell 10% 50% and 100% of the shares that we are offering

10% 50% 100%

Gross offering proceeds
500000 2500000 $5000000

Underwriter Discounts Commissions 10000 50000 100000

Less estimated expense
of the offering

200000 200000 200000

Less net proceeds to Lyons National Bank 232000 1800000 $3760QQQ

Net cash proceeds retained by Lyons Bancorp 58000 450000 $940000

Payable to Northeast Capital Advisory Inc our underwriter as commission on sales in rights offering and community

portion of our supplemental offering to existing shareholders residing in New York State This amount assumes full subscription

and oversubscription of our rights offering and the community portion of the supplemental offering If our underwriter were to

sell shares to persons in the syndicated portion of the supplemental offering we would be required to pay commission of 7% of

such proceeds

We are raising equity capital at this time to increase the Companys regulatory capital

levels See Managements Discussion and Analysis of Financial Condition and Results of

Operation Capital and Supervision and Regulation Capital Requirements We intend to

add the proceeds from the sale to our general funds to be used for general corporate purposes

including without limitation paying interest due on subordinated debt investing in short-term

and intermediate-term interest bearing securities or in deposits in our Bank subsidiary or for

injecting additional capital
into the Bank We expect our investment in the Bank to qualify as

Tier regulatory capital for the Bank under regulatory capital guidelines In particular the Bank

must have minimum of 6% of Tier capital for $1.00 of new Tier investment so that it may

take in new loans The Bank plans to use the portion of the net proceeds it receives to invest in

new loans and investment securities The Bank may also consider other growth strategies such

as future acquisition opportunities or de novo branching We have otherwise not specifically

allocated the net proceeds from this offering Until we apply the net proceeds we intend to

invest such proceeds in short-term and intermediate-term interest-bearing securities or in

deposits in our Bank
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THE RIGHTS OFFERING

The following describes the rights offering in general and assumes unless specifically

provided otherwise that you are record holder of our common stock on the record date If you

hold your shares in brokerage account or through dealer or other nominee please also refer to

the subsection below entitled Notice To Brokers and Nominees below

Before deciding whether to exercise your subscription rights you should carefully read

this offering circular including the information set forth under the heading Risk Factors in this

offering circular

The Subscription Rights

We are distributing to holders of our common stock as of 500 p.m Lyons New York

time on April 12 2012 which is the record date for this rights offering at no charge non-

transferable subscription rights to purchase shares of our common stock You will receive one

subscription right for each share of common stock you owned as of 500 p.m Lyons New York

time on the record date The subscription rights will be evidenced by Subscription Election

Form to be provided to each record holder of our common stock Subscription rights may be

exercised at any time during the subscription period which commences on 2012

through the expiration date for the rights offering which is 500 p.m Lyons New York time on

2012 You are not required to exercise any of your subscription rights

Fractional shares of our common stock resulting from the exercise of the basic

subscription privilege or the over-subscription opportunity each as described below will be

eliminated by rounding down to the nearest whole share As result we may not issue the full

number of shares authorized for issuance in connection with the rights offering Any excess

subscription payments received by the escrow agent will be returned without interest or penalty

as soon as practicable

Basic Subscription Privilege

Each subscription right will entitle you to purchase one seventh 1/7 of share of our

common stock for each share of common stock you currently hold at subscription price of

$24.00 to $28.00 per whole share You may exercise any number of your subscription rights or

you may choose not to exercise any subscription rights

Over-subscription Opportunity

If you exercise your basic subscription privilege in full you will also have an opportunity

to subscribe to purchase any shares that our other subscription rights holders do not purchase

pursuant to their basic subscription privilege We may elect to issue additional shares to satisfy

over-subscription requests and/or to facilitate sales of shares to new investors in the

supplemental offering The subscription price for shares purchased pursuant to the over

subscription opportunity will be the same as the subscription price for the basic subscription

privilege
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You may exercise your over-subscription opportunity only if you exercise your basic

subscription privilege in full To determine if you have fully exercised your basic subscription

privilege we will consider only the basic subscription privilege held by you in the same

capacity For example if you are granted subscription rights for shares of our common stock that

you own individually and shares of our common stock that you own jointly with your spouse

you may exercise your over-subscription opportunity with respect to the subscription rights you

own individually as long as you fully exercise your basic subscription privilege with respect to

your individually owned subscription rights You will not however be able to exercise the over

subscription opportunity you have collectively with your spouse unless the basic subscription

privilege collectively held by you and your spouse is fully exercised You do not have to

subscribe for any shares under the basic subscription privilege owned jointly with your spouse to

exercise your individual over-subscription opportunity

When you complete the portion of your Subscription Election Form to exercise your

over-subscription opportunity you will be representing and certifying that you have fully

exercised your basic subscription privilege as to shares of our common stock that you hold in

that capacity You must exercise your over-subscription opportunity at the same time you

exercise your basic subscription privilege in full

We reserve the right to reject in whole or in part any or all over-subscription requests

regardless of the availability of shares We also reserve the right to issue some or all of the shares

that we may issue beyond the number necessary to satisfS properly exercised basic subscription

rights solely to new investors in the supplemental offering

If holders exercise their over-subscription opportunity for more shares than are available

to be purchased pursuant to the over-subscription opportunity we will allocate the shares of our

common stock to be issued pursuant to the exercise of the over-subscription opportunity pro rata

among those over-subscribing rights holders subject to our right to reject in whole or in part any

over-subscription request Pro rata means in proportion to the number of shares of our

common stock that you and the other subscription rights holders have agreed to purchase by

exercising the basic subscription privilege If there is pro rata allocation of the remaining shares

of our common stock and you would otherwise receive an allocation of greater number of

shares than you subscribed for under your over-subscription opportunity then subject to our

accepting your over-subscription request we will allocate to you only the number of shares for

which you over-subscribed We will allocate the remaining shares among all other holders

exercising their over-subscription opportunity again subject to our right to reject in whole or in

part any over-subscription request If you are not allocated the full amount of shares for which

you over-subscribe you will receive refund of the subscription price without interest or

penalty that you delivered for those shares of our common stock that are not allocated to you

The escrow agent will mail such refunds as soon as practicable after the completion of the

offering

Subscription Price

The subscription price per share of common stock shall be $24.00 to $28.00
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Expiration Time and Date Amendments

The subscription rights
will expire at 500 p.m Lyons New York time on

2012 unless we extend it We reserve the right to extend the subscription period at our sole

discretion We will notify you of any extension of the expiration date by issuing press release

You must properly complete the enclosed Subscription Election Form and deliver it along with

the full subscription price including any amounts in respect of an over-subscription request to

the Bank prior to 500 p.m Lyons New York time on 2012 unless the expiration

date is extended After the expiration of the rights offering period all unexercised subscription

rights
will be null and void We will not be obligated to honor any purported exercise of

subscription rights which the Bank receives after the expiration of the offering regardless of

when you sent the documents regarding that exercise Any subscription payments for shares not

allocated or validly purchased will be returned to you without interest or penalty as soon as

practicable following the expiration date of the rights offering We reserve the right at our sole

discretion to amend or modify the terms of the rights offering

Reasons for the Rights Offering

We are conducting the rights offering as way of raising equity capital in cost-effective

manner that gives our shareholders the first opportunity to participate This equity capital will be

used to support future asset growth and will otherwise be used for various corporate purposes

We believe that the current economic environment in which many larger regional and national

banking institutions have tightened their lending standards and concentrated on addressing their

deteriorated asset quality and reduced capital levels has created significant opportunities for

well-positioned community banks such as the Company and its wholly-owned subsidiary The

Lyons National Bank to expand geographically and to increase market share

Anticipated Proceeds From the Rights Offering

The net proceeds to us from the rights offering will depend on the number of subscription

rights exercised in the rights offering including oversubscription requests and whether any

remaining shares are sold in the supplemental offering If we issue all 178571 to 208333 shares

available for the exercise of basic subscription rights in the rights offering the net proceeds to us

after deducting estimated offering expenses and underwriting commissions will be

approximately $4.7 million We estimate that the expenses of the combined rights and

supplemental offerings will be approximately $200000 See the section of this offering circular

above entitled Use of Proceeds

Method of Exercising Subscription Rights

The exercise of subscription rights is irrevocable and may not be cancelled or modified

You may exercise your subscription rights as follows
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Subscription by Registered Holders

To exercise your basic subscription privilege and your over-subscription opportunity you

must properly complete and execute the Subscription Election Form together with any required

signature guarantees and forward it together with payment in full of the subscription price for

each share of our common stock you are subscribing for including any shares you subscribe for

pursuant to the over-subscription opportunity to the Bank at the address set forth below under

the heading entitled Submission of Subscriptions on or prior to the expiration date

Subscription by Beneficial Owners

If you are beneficial owner of shares of our common stock meaning that you hold your

shares in street name through broker custodian bank or other nominee residing in the State

of New York we will ask your broker custodian bank or other nominee to notify you of the

rights offering If you wish to exercise your subscription rights including both your basic

subscription right and any over-subscription request you will need to have your broker

custodian bank or other nominee act for you and exercise your subscription rights and deliver all

documents and payment on your behalf including Nominee Holder Certification prior to

500 p.m Lyons New York time on 2012 If you hold certificates of our

common stock directly and would prefer to have your broker custodian bank or other nominee

act for you you should contact your nominee and request it to effect the transactions for you

To indicate your decision with respect to your subscription rights you should complete

and return to your broker custodian bank or other nominee the form entitled Beneficial Owners

Election Form You should receive this form from your broker custodian bank or other

nominee with the other subscription rights offering materials If you wish to obtain separate

Subscription Election Form you should contact the nominee as soon as possible and request that

separate Subscription Election Form be issued to you You should contact your broker

custodian bank or other nominee if you do not receive this form but you believe you are entitled

to participate
in the rights offering We are not responsible if you do not receive the form from

your broker custodian bank or nominee or if you receive it without sufficient time to respond

Payment Method

Your payment of the subscription price must be made in U.S dollars for the full number

of shares of common stock you wish to acquire under the basic subscription privilege and the

over-subscription opportunity Your payment must be delivered in one of the following ways

uncertified personal check payable to Tioga State Bank as escrow agent for Lyons

Bancorp Inc
certified or cashiers check or bank draft drawn upon U.S bank and payable to Tioga

State Bank as escrow agent for Lyons Bancorp Inc or

U.S postal or express money order payable to Tioga State Bank as escrow agent for

Lyons Bancorp Inc.
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If you wish to use any other form of payment then you must obtain the prior approval of

the Bank and the escrow agent and make arrangements in advance with the escrow agent for the

delivery of such payment

Receipt of Payment

Your payment will be considered received by the escrow agent only upon

clearance of any uncertified personal check deposited by the escrow agent or the Bank

into the escrow agents account or

receipt by the Bank of any certified check or cashiers check or bank draft drawn upon

U.S bank or any U.S postal or express money order or

your authorized withdrawals from your accounts at the Bank

Payment received after the expiration of the rights offering period will not be honored

and in that case the escrow agent will return your payment to you without interest or penalty

as soon as practicable

Clearance of Uncertified Personal Checks

If you are paying by uncertified personal check please note that payment will not be

deemed to have been received by the escrow agent until the check has cleared which could take

at least five or more business days to clear If you wish to pay the subscription price by

uncertified personal check we urge you to make payment sufficiently in advance of the time the

rights offering expires to ensure that your payment is received by the escrow agent and clears by

the rights offering expiration date We urge you to consider using certified or cashiers check

or bank draft drawn on U.S bank or U.S postal or express money order

Instructions for Completing Your Subscription Election Form

You should read the instruction letter accompanying the Subscription Election Form

carefully and strictly follow it We will not consider your subscription received until the Bank

has received delivery of properly completed and duly executed Subscription Election Form and

payment of the full subscription amount The risk of delivery of all documents and payments is

borne by you or your nominee not us or the escrow agent

The method of delivery of Subscription Election Forms and payment of the subscription

amount to the Bank will be at the risk of the holders of subscription rights If sent by mail we

recommend that you send those Subscription Election Forms and payments by overnight courier

or by registered mail properly insured with return receipt requested and that sufficient

number of days be allowed to ensure delivery to the Bank and clearance of payment before the

expiration of the subscription period for the rights offering Because uncertified personal checks

may take at least five or more business days to clear we strongly urge you to pay or arrange for

payment by means of certified or cashiers check or bank draft or U.S postal or express money

order to avoid missing the opportunity to exercise your subscription rights should you decide to

exercise your subscription rights
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Missing or Incomplete Subscription Information

If you do not indicate the number of subscription rights being exercised or do not

forward full payment of the total subscription price payment for the number of subscription

rights that you indicate are being exercised then you will be deemed to have exercised your

subscription rights with respect to the maximum number of subscription rights that may be

exercised with the aggregate subscription price payment you delivered to the Bank If your

aggregate subscription price payment is greater than the amount you would owe for exercise of

your basic subscription privilege in full you will be deemed to have exercised your over

subscription opportunity to purchase the maximum number of shares of our common stock that

could be purchased with your over-payment If we do not apply your full subscription price

payment to your purchase of shares of our common stock the escrow agent will return the excess

amount to you by mail without interest or penalty as soon as practicable after the expiration

date of the rights offering

Conditions and Cancellation

We reserve the right to cancel the rights offering on or prior to the expiration date of the

rights offering for any reason We may cancel extend or otherwise amend the rights offering in

whole or in part if at any time before completion of the rights offering there is any judgment

order decree injunction statute law or regulation entered enacted amended or held to be

applicable to the rights offering that in the sole judgment of our Board of Directors would or

might make the rights offering or its completion whether in whole or in part illegal or otherwise

restrict or prohibit completion of the rights offering We may waive any of these conditions and

choose to proceed with the rights offering even if one or more of these events occur If we cancel

the rights offering in whole or in part all affected subscription rights will expire without value

and all subscription payments received by the escrow agent will be returned without interest or

penalty as soon as practicable

Cancellation Rights

Our Board of Directors may cancel extend or otherwise amend the rights offering at its

sole discretion at any time prior to the time the rights offering expires for any reason If we

cancel the rights offering we will issue press release notifying shareholders of the cancellation

and any funds you paid to the escrow agent will be returned without interest or penalty as soon

as practicable
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Submission of Subscriptions

All Subscription Election Forms payments of the subscription price and nominee holder

certifications to the extent applicable to your exercise of subscription rights must be delivered

to The Lyons National Bank as follows

By First Class Mail The Lyons National Bank Attention Robert Schick 35 William Street

Lyons New York 14489

By Express Mail or Overnight Delivery The Lyons National Bank Attention Robert Schick 35

William Street Lyons New York 14489

You should direct any questions or requests for assistance concerning the method of

subscribing for the shares of common stock or for additional copies of this offering circular to

Robert Schick or Diana Johnson at 315 946-8260 or 315 946-8261 respectively

If you deliver subscription documents including the Subscription Election Forms in

manner different than that described in this offering circular then we may not honor the exercise

of your subscription rights

Fees and Expenses

We will pay all fees in connection with preparing and sending the rights offering

materials to holders of our common stock You are responsible for paying all costs associated

with returning subscriptions to us including any other commissions fees taxes or other

expenses incurred in connection with the exercise of the subscription rights Neither the escrow

agent nor we will pay such expenses

Fractional Shares of Common Stock

We will not issue fractional shares of common stock Fractional shares of our common

stock resulting from the exercise of the basic subscription privilege or the over-subscription

opportunity will be eliminated by rounding down to the nearest whole share Any excess

subscription payments received by the escrow agent will be returned without interest or penalty

as soon as practicable

Notice to Brokers and Nominees

If you are broker custodian bank or other nominee holder that holds shares of our

common stock for the account of others who reside in the State of New York on the rights

offering record date you should notify the respective beneficial owners of such shares of the

rights offering as soon as possible to learn their intentions with respect to exercising their

subscription rights You should obtain instructions from the beneficial owner with respect to

their subscription rights as set forth in the instructions we have provided to you for your

distribution to beneficial owners If the beneficial owner so instructs you should complete the

appropriate Subscription Election Forms and submit them to the Bank with the proper payment
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If you hold shares of our common stock for the accounts of more than one such beneficial

owner you may exercise the number of subscription rights to which all such beneficial owners in

the aggregate otherwise would have been entitled had they been direct record holders of our

common stock on the subscription rights offering record date provided that you as nominee

record holder make proper showing to the Bank by submitting the form entitled Nominee

Holder Certification that we will provide to you with your subscription rights offering materials

If you did not receive this form you should contact the Bank to request copy

In the case of subscription rights that you hold of record on behalf of others through the

Depository Trust Company or DTC those subscription rights may be exercised by instructing

DTC to transfer the subscription rights from your DTC account to the Banks DTC account and

by delivering to the Bank the required certification as to the number of shares subscribed for

pursuant to the exercise of the subscription rights of the beneficial owners on whose behalf you

are acting together with payment of the full subscription price

Questions about Exercising Subscription Rights

If you have any questions or require assistance regarding the method of exercising your

subscription rights or requests for additional copies of any documents you should contact us at

315 946-4871 or stop by our main office located at 35 William Street Lyons New York

14489

Transferability of Subscription Rights

The subscription rights granted to you may be exercised only by you and therefore you

may not sell transfer or assign your subscription rights to anyone else

Validity of Subscriptions

We will resolve all questions regarding the validity and form of the exercise of your

subscription privileges including time of receipt and eligibility to participate in the rights

offering Our determination will be final and binding Once made subscriptions and directions

are irrevocable and we will not accept any alternative conditional or contingent subscriptions or

directions We reserve the absolute right to reject any subscriptions or directions not properly

submitted or the acceptance of which would be unlawful You must resolve any irregularities in

connection with your subscriptions before the subscription period expires unless waived by us at

our sole discretion Neither the escrow agent nor we shall be under any duty to notify you or

your representative of defects in your subscriptions subscription will be considered accepted

subject to our right to cancel the rights offering only when properly completed and duly

executed Subscription Election Form and any other required documents and payment of the full

subscription amount have been received by the Bank Our interpretations of the terms and

conditions of the rights offering will be final and binding
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Segregated Account Return of Funds

The escrow agent will hold funds received in payment for shares of the common stock in

segregated account pending completion of the rights offering The escrow agent will hold this

money until the rights offering is completed or is cancelled If the rights offering is cancelled for

any reason the escrow agent will return this money to subscribers without interest or penalty as

soon as practicable

Certificates for Shares of Common Stock

When issued the shares will be registered in the name of the subscription rights holder of

record As soon as practicable after the expiration of the rights offering period the Bank will

arrange for issuance to each subscription rights holder of record that has validly exercised its

basic subscription privilege the shares of common stock purchased pursuant to the basic

subscription privilege Any shares purchased pursuant to the over-subscription opportunity will

be issued as soon as practicable after the expiration date of the rights offering and following the

completion of any pro-rations as may be necessary in the event the over-subscription requests

exceed the number of shares available to satisfy such requests

Rights of Subscribers

You will have no rights as shareholder of our common stock until you are issued

certificates for shares of our common stock purchased in the rights offering You will have no

right to revoke your subscriptions after you deliver your completed Subscription Election Form

payment and any other required documents to the Bank

No Revocation or Change

Once you submit the form of Subscription Election Form to exercise any subscription

rights you are not allowed to revoke or change the exercise or request refund of monies paid

All exercises of subscription rights are irrevocable even if you learn information about us that

you consider to be unfavorable You should not exercise your subscription rights unless you are

certain that you wish to purchase the shares of common stock offered pursuant to the rights

offering

Regulatory Limitation

We will not be required to issue to you shares of our common stock pursuant to the rights

offering if in our opinion you are required to obtain prior clearance or approval from or submit

prior notice to any state or federal regulatory authorities to acquire own or control the shares

and if at the time the rights offering expires we determine that you have not properly obtained

such clearance or approval or submitted such notice
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U.S Federal Income Tax Treatment of Subscription Rights Distribution

Based upon discussions with our advisors we believe that our distribution or any

shareholders exercise of these subscription rights to purchase shares of common stock should

generally not be taxable to our shareholders See the section below entitled Certain Material

U.S Federal Income Tax Considerations

YOU ARE URGED TO CONSULT WITH YOUR OWN TAX ADVISOR WITH

RESPECT TO THE PARTICULAR FEDERAL STATE AND LOCAL TAX

CONSEQUENCES OF THE RECEIPT OF SUBSCRIPTION RIGHTS IN THIS OFFERING

AND THE OWNERSHIP EXERCISE AND DISPOSITION OF THE SUBSCRIPTION

RIGHTS APPLICABLE TO YOUR OWN PARTICULAR TAX SITUATION

No Recommendation to Subscription Rights Holders

Our Board of Directors is making no recommendations regarding your exercise of the

subscription rights You are urged to make your own decision whether or not to exercise your

subscription rights based on your own assessment of our business and the rights offering See the

section entitled Risk Factors in this offering circular

Listing

The subscription rights may not be sold transferred or assigned to anyone else and will

not be listed on any other stock exchange or trading market or on the OTC Bulletin Board The

shares of common stock issuable upon exercise of the subscription rights will be listed on the

OTC Bulletin Board under the symbol LYBC.OB

Shares of Common Stock Outstanding After the Rights Offering

Based on the 1291139 shares of our common stock outstanding as of March 2012 if

we issue all 178571 to 208333 shares of common stock available for the exercise of basic

subscription rights in the rights offering we would have 1469710 to 1499472 shares of

common stock outstanding following the completion of the rights offering which would

represent an increase in the number of outstanding shares of our common stock of approximately

13.8% to 16.1%

Other Matters

We are not making the rights offering in any state or other jurisdiction in which it is

unlawful to do so nor are we distributing or accepting any offers to purchase any shares of our

common stock from subscription rights holders who are residents of those states or other

jurisdictions or who are otherwise prohibited by federal or state laws or regulations from

accepting or exercising the subscription rights We may delay the commencement of the rights

offering in those states or other jurisdictions or change the terms of the rights offering in whole

or in part in order to comply with the securities laws or other legal requirements of those states

or other jurisdictions Subject to state securities laws and regulations we also have the discretion

1479910

_________________________



to delay allocation and distribution of any shares you may elect to purchase by exercise of your

subscription rights
in order to comply with state securities laws We may decline to make

modifications to the terms of the rights offering requested by those states or other jurisdictions

in which case if you are resident in those states or jurisdictions or if you are otherwise

prohibited by federal or state laws or regulations from accepting or exercising the subscription

rights you will not be eligible to participate in the rights offering However we are not currently

aware of any states or jurisdictions that would preclude participation in the rights offering

THE SUPPLEMENTAL OFFERING

Acceptance of Subscriptions During Pendency of Rights Offering

We will permit certain persons and entities who are not shareholders eligible to

participate in the rights offering to submit subscriptions to purchase shares of our common stock

at purchase price of $24.00 to $28.00 per share as and to the extent that any shares of our

common stock remain available for purchase following the expiration date of the rights offering

subject to the purchase priority rights of the holders of subscription rights

Prospective purchasers should complete date and sign the subscription agreement that

accompanies this offering circular and return it together with check bank draft or money order

payable to Tioga State Bank as escrow agent for Lyons Bancorp Inc for the full amount of

the total subscription price for the shares that you subscribe for under the subscription

agreement to The Lyons National Bank at the appropriate address set forth above in this

offering circular in the subsection entitled The Rights OfferingSubmission of

Subscriptions

SUPPLEMENTAL OFFERiNG SUBSCRIPTIONS ARE BINDING ON SUBSCRIBERS

If you send an uncertified personal check payment will not be deemed to have been

received by the escrow agent until the check has cleared If you send certified or cashiers

check or bank draft drawn on U.S bank or U.S postal or express money order payment

will be deemed to have been received immediately upon receipt of such instruments

Any uncertified personal check used to pay for shares of our common stock must clear

the appropriate financial institutions prior to 500 p.m Lyons New York time on

2012 which is the expiration date of the supplemental offering The clearance of an uncertified

personal check may require five or more business days Accordingly persons who wish to

acknowledge their subscription by means of an uncertified personal check are urged to make

payment sufficiently in advance of the expiration of the supplemental offering to ensure such

payment is received and clears by such date

If you wish to use any other form of payment in subscribing for shares in the

supplemental offering then you must obtain the prior approval of the Bank and the escrow agent

and make arrangements in advance with the escrow agent for the delivery of such payment
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Expiration Date and Cancellation Rights

The supplemental offering will expire approximately one week following the expiration

of the rights offering or at 500 p.m Lyons New York time on 2012 unless we extend

the supplemental offering in our sole discretion

We may cancel the supplemental offering at any time for any reason including following

the rights offering expiration date If we cancel the supplemental offering the escrow agent will

return all subscription payments without interest or deduction as soon as practicable

Discretion to Accept Subscriptions

We reserve the right in our sole discretion to accept or reject in whole or in
part any

subscription that may be properly delivered to the Bank pursuant to the supplemental offering

As result you may not receive any or all of the shares for which you subscribe We will notify

subscribers as soon as practicable following the expiration date of the supplemental offering as to

whether and to what extent their subscriptions have been accepted If we do not accept all or

portion of subscription the escrow agent will return to the subscriber the unaccepted portion of

the subscription funds without interest or deduction as soon as practicable

Escrow Arrangements Return of Funds

The escrow agent will hold funds received with subscription in connection with the

supplemental offering in segregated noninterest-bearing account The escrow agent will hold

these funds on our behalf in escrow until such time as we accept or reject the subscription in

whole or in part or until the supplemental offering is cancelled If the supplemental offering is

cancelled the escrow agent will return the subscription payments without interest or deduction

as soon as practicable

No Revocation or Change

Once you submit your subscription and payment in connection with the supplemental

offering you will not be allowed to revoke your subscription or request refund of monies paid

All subscriptions delivered pursuant to the supplemental offering are irrevocable even if you

learn information about us that you consider to be unfavorable You should not submit

subscription to purchase shares in the supplemental offering unless you are certain that you wish

to purchase shares of our common stock at the subscription price
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MARKET FOR OUR COMMON STOCK AND RELATED SHAREHOLDER MATTERS

Our stock is traded on limited basis in the over-the-counter market under the symbol

LYBC Our stock does not have market maker and we do not plan to list our securities on

any exchange Transactions in our stock are reported in the National Association of Securities

Dealers reporting system known as the OTC Bulletin Board

We do not currently have outstanding options or warrants to purchase common stock

We do have through Lyons Statutory Trust III securities that are convertible into common

stock We have not agreed to register any common stock under the Securities Act of 1933 as

amended or Securities Act for sale by our security holders although we reserve the right to do

so in the future

The following table describes for the quarters indicated the high and low sales for our

stock as quoted on the OTC Bulletin Board and dividends paid with respect to our stock since

January 2009

Hi2h Low Dividends

2009

First Quarter $17.33 $12.17 $0.19

Second Quarter $22.00 $17.33 $0.19

ThirdQuarter $23.33 $21.33 $0.20

Fourth Quarter $26.67 $18.67 $0.20

2010

First Quarter $25.67 $19.17 $0.20

Second Quarter 26.63 22.83 0.20

ThirdQuarter $24.80 $23.50 $0.22

Fourth Quarter 26.67 23.33 0.25w

2011

First Quarter 33.33 26.00 0.22

Second Quarter 33.33 30.00 0.22

ThirdQuarter $33.33 $28.17 $0.23

Fourth Quarter 33.33 26.67 0.23

Cash dividends per share and the high and low market prices in the table above have been retroactively adjusted to

reflect 3-for-2 stock split effective February 29 2012

Includes $0.03 special dividend

The above quotations represent prices between dealers without adjustments for retail

markups markdowns or commissions The quotation of our common stock on the OTC Bulletin

Board does not assure that meaningful consistent and liquid market for such securities

currently exists

As of December 31 2011 there were 439 holders of record of our common stock
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OUR POLICY REGARDING COMMON STOCK DIVIDENDS

Since our formation in 1987 we as the holding company of the Bank have continued the

payment of cash dividends to common shareholders in keeping with the historical payment of

cash dividends to common shareholders We or the Bank prior to our formation have paid

consecutive annual cash dividends for more than 50 years to common shareholders Our Board

of Directors currently intends to continue the policy of paying dividends There can be no

assurance however that dividends will be paid if any at historical levels following the offering

or be increased or when such increase will occur Future payment of dividends must necessarily

depend upon our financial resources the earnings and financial condition of the Bank

restrictions under applicable law and regulations and other factors relevant at the time the Board

of Directors considers any declaration of dividends To the extent we have insufficient cash

available for the payment of dividends we must receive dividends from the Bank Therefore

the restrictions on the Banks dividend payments are directly applicable to us For description

of limitations on the ability of the Bank to pay any dividends to us see Supervision and

Regulation

We will be restricted in our ability to pay common stock dividends if we default on

certain of our obligations related to the Lyons Capital Statutory Trust Lyons Capital Statutory

Trust II or Lyons Statutory Trust III in which we own all of the common beneficial interest

We formed these trusts in June 2003 August 2004 and December 2009 respectively for the

sole purpose of issuing trust preferred securities that are fully and unconditionally guaranteed by

us In connection with each formation we also sold subordinated debentures to Trust in the

principal amount of $1035000 to Trust II in the principal amount of $5155000 and to Trust

III in the principal amount of $3027000 If we defaulted on our obligations under the

guarantees or the subordinated debentures we would be prohibited from paying dividends under

the indentures governing the preferred trust securities

1479910

-4-



DETERMINATION OF OFFERING PRICE AND DILUTION

If you purchase shares of our stock in this offering you may pay higher effective price

per share than the prices paid to us by certain of our officers and directors during the past five

years
The most recent trade of our common stock occurred on March 2012 at price of

$30.00 per share The following table summarizes the total consideration paid to us and the

average price paid by our officers directors and affiliates during the last three years as adjusted

for three-for-two stock split effective February 29 2012

Average

Shares Total Price

Purchased Consideration Per Share

Officers directors etc
2345 18239 429046 $23.52

Share and per share data and prices in the table below have been retroactively adjusted to reflect 3-for-2 stock

split effective February 29 2012

Includes 6883 shares issued in 2009 to certain members of our senior management under deferred

compensation agreement Schick 4086 Britt 678 Kime 951 DeRaddo 601 Johnson 567 at an

average price of $18.70

Includes 5467 shares issued in 2010 to certain members of our senior management under deferred

compensation agreement Schick 3048 Britt 532 Kime 764 DeRaddo 492 Johnson 471
McCann 160 at an average price of $22.72

Includes 150 shares issued in 2010 to Bradley Person at $23.33

Includes 4839 shares issued in 2011 to certain members of our senior management under deferred

compensation agreement Schick 2699 Britt 448 Kime 630 DeRaddo 397 Johnson 494

McCann 171 at an average price of $30.22

Includes 900 shares issued in 2011 to Joseph Fragnoli at $29.33
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CAPITALIZATION

The following table sets forth as of December 31 2011

our historical capitalization and

our capitalization as adjusted to reflect the sale of an aggregate of $5 million $4.7

million in net proceeds in common equity

You should read the information in this table together with the Selected Financial and

Other Data our unaudited consolidated financial statements and notes thereto and the other

information in this memorandum Share data in the table below has been retroactively adjusted

to reflect 3-for-2 stock split effective February 29 2012 and assumes 200000 shares are

offered and sold in the offering

December 31 201 December 31 201

unaudited as adjusted for

stock split and offering

Junior Subordinated Debt

Capital Securities Lyons Statutory Trust 1035 1035

Capital Securities Lyons Statutory Trust II 5155 5155

Capital Securities Lyons Statutory Trust III 3027 3027

Total Junior Subordinated Debt 9217 9217

Stockholders Equity

Common stock par
value $0.50 per share 2000000 shares 434 751

authorized and 301496 shares issued 1501496 shares

issued as adjusted

Additional paid-in capital
8037 12420

Retained earnings
28477 28477

Accumulated and other comprehensive loss 782 782

Less Treasury stock 11618 shares at cost 328 328

Total Stockholders Equity
35838 40538

Total Capitalization
44770 49470

Capital Ratios

Stockholders Equity to Total Assets
6.45% 7.30%

Tier Capital to Average Assets Leverage 8.36% 9.23%

Tier Capital to Risk-Weighted Assets
12.52% 13.78%

Total Capital to Risk-Weighted Assets 13.77% 15.03%
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PLAN OF DISTRIBUTION

Rights Offering

On or about the date hereof we will distribute the subscription rights Subscription

Election Forms and copies of this offering circular to individuals who owned shares of common

stock of record as of 500 p.m Lyons New York time on April 12 2012 the record date for the

rights offering If you wish to exercise your subscription rights and purchase shares of common

stock you should complete the Subscription Election Form and return it with payment for the

shares to the Bank See the subsection above entitled The Rights OfferingMethod of

Exercising Subscription Rights If you have any questions you should contact Robert Schick or

Diana Johnson at 315 946-8260 or 315 946-8261 respectively The subscription rights will

not be listed on any other stock exchange or trading market or on the OTC Bulletin Board The

shares of common stock issuable upon exercise of the subscription rights will be listed on the

under the symbol LYBC.OB

We have agreed to pay the escrow agent customary fees plus certain expenses in

coimection with the rights offering Except as described in this section we are not paying any

other commissions underwriting fees or discounts in connection with the rights offering Some

of our employees may solicit responses from you as holder of subscription rights but we will

not pay our employees any commissions or compensation for these services other than their

normal employment compensation We estimate that our total expenses in connection with the

combined rights and supplemental offerings will be approximately $200000

Supplemental Offering

If shares of common stock remain available for sale after the closing of the rights

offering members of our senior management and board of directors as well as Northeast Capital

Advisory Inc as underwriter will offer and sell those remaining shares to the public on

best efforts basis at the $24.00 to $28.00 per share subscription price

The underwriter Northeast Capital Advisory Inc Airport Park Blvd Latham New

York has agreed subject to the terms and conditions contained in an underwriting agreement

with us to sell as underwriter on best efforts basis the shares being offered in the

supplemental offering Because the supplemental offering is on best efforts basis the

underwriter is not obligated to purchase any shares if they are not sold and the underwriter is not

required to sell any specific number or dollar amount of shares

Initially we anticipate that any shares offered in the supplemental offering will be offered

with preference given to natural persons residing in the seven counties in which we operate

namely Cayuga Monroe Onondaga Ontario Seneca Wayne and Yates in what we will refer to

as the community portion of the supplemental offering Subsequently we anticipate that any

shares remaining available in the supplemental offering will be offered by the underwriter

outside of these areas in what we refer to as the syndicated portion of the supplemental

offering Note however that all decisions on offers to be made and subscriptions to be accepted

in the supplemental offering remain in our sole discretion of the Bank
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In the supplemental offering the minimum required purchase is 500 shares except that

employees of the Bank and its subsidiaries may purchase minimum of 25 shares and there is no

minimum purchase required of shareholder The 25 share minimum required purchase for our

employees is based on our desire to encourage stock ownership by the Banks employees

The underwriter has informed us that it proposes to offer the supplemental offering shares

as underwriter in the syndicated portion of the supplemental offering subject to prior sale

when as and if issued by us in part to selected purchasers in the States of Connecticut

Massachusetts Nebraska New York Pennsylvania and Vermont at the supplemental offering

price set forth on the cover page of this offering circular and in part through certain selected

dealers to customers of such selected dealers at the supplemental offering price Each selected

dealer may receive sales discount not in excess of $1.20 to $1.40 from the offering price for

each share that it sells The underwriter reserves the right to reject any order for the purchase of

shares through it in whole or in part

Neither the rights offering nor the supplemental offering is contingent upon the

occurrence of any event or the sale of minimum or maximum number of shares Funds received

in the offering by us in the case of the rights offering and by the underwriter in the case of the

supplemental offering will be deposited with and held by an escrow agent in non-interest

bearing account until the closing of the both the rights offering and supplemental offering

Closing of both offerings is expected to occur on or about May 2012

The underwriter provides investment banking services to us from time to time in the

ordinary course of business and has advised us on the structure of the rights offering We have

paid $50000 retainer and we will pay the underwriter financial advisory fee equal to 2% of

the price of the shares sold in the rights offering and community portion of the supplemental

offering to residents of New York State and commission equal to 7% of the price of the shares

sold in the syndicated portion of the supplemental offering We have agreed to reimbursement

the underwriter for its expenses up to $30000 which is included in our expenses of $200000

described above We have also agreed to indemnify the underwriter against certain civil

liabilities including liability under the Securities Act
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OUR COMPANY

General

Lyons Bancorp Inc which is bank holding company under the Federal Bank Holding

Company Act of 1956 owns all of the outstanding capital
stock of The Lyons National Bank and

all of the common beneficial interest of the Lyons Capital Statutory Trust Lyons Capital

Statutory Trust II and Lyons Statutory Trust III Lyons Bancorp Inc was incorporated under the

laws of the State of New York on April 15 1987

The Lyons National Bank is community oriented bank emphasizing personal service

and customer convenience in serving the financial needs of the individuals families and

businesses residing in our markets We attract deposits from the general public in the areas

surrounding our banking offices and use those funds together with funds generated from

operations and borrowings to originate commercial real estate loans residential mortgage loans

commercial and agricultural loans and consumer loans We also invest in mortgage-backed

securities and other permissible investments

Over the past several years we have experienced significant growth in our assets deposit

base loan portfolio and net worth As of December 31 2011 we had $555.5 million in total

assets $360.0 million in total loans $461.0 million in total deposits and $35.8 million in

stockholders equity During 2011 we reported net income of $5.1 million or $3.76 per diluted

share 16% increase over the same period in 2010

Lyons Bancorps primary asset is The Lyons National Bank At December 31 2011

Lyons Bancorp Inc was staffed by three part-time employees Robert Schick President and

Chief Executive Officer Diana Johnson Treasurer and Carol Snook Secretary None of

these employees receives compensation from Lyons Bancorp Inc All three are full-time

compensated employees of The Lyons National Bank Mr Schick is President and Chief

Executive Officer of The Lyons National Bank Ms Johnson is Executive Vice President and

Chief Financial Officer and Ms Snook is Corporate Executive Secretary

Our principal executive office is located at 35 William Street Lyons New York 14489

This historical building houses our corporate offices data processing center and most of our

bank operations functions We believe this facility has the capacity to service our needs for the

foreseeable future

Our telephone number is 315 946-4871 and our web-site is www.bankwithlnb.com

Information at our web site is not part of this offering circular

Lyons National Bank

The Lyons National Bank commenced business operations in 1852 as the Palmyra Bank

of Lyons and later changed its name to The Lyons National Bank In 1933 the Bank merged

with Gavitt National Bank to create The Lyons National Bank The Bank opened its first branch

banking office in Lyons in 1986 and added second in Wolcott New York in 1990 Our pace of

expansion accelerated as we entered the Newark New York market in 1996 and upgraded to
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new facility there in 2000 Our first supermarket location commenced operations in Macedon

New York in 1997 and in 2007 was moved to full-service banking office We opened full

service banking offices in Ontario New York in 1999 in Jordan New York in 2001 in Clyde

New York in 2002 in Geneva New York in 2003 in Penn Yan New York in 2004 and

Waterloo New York in 2010 We constructed new facilities for our Geneva and Penn Yan

offices in 2005

The Bank is full service community oriented commercial bank without trust powers

We believe the Bank presents an alternative to large national or regional financial institutions by

offering local ownership local decision-making and other personalized service characteristics of

community banks

The Bank has one subsidiary Lyons Realty Associates Corp Lyons Realty The Bank

owns all of the common stock and 93.5% of the non-voting preferred stock of Lyons Realty

group of investors owns approximately 6.5% of Lyons Realtys non-voting preferred stock

Other Subsidiaries

Lyons Realty Associates Corp is New York corporation formed by the Bank in June

2001 to operate as real estate investment trust under the Internal Revenue Code of 1986 as

amended Lyons Realty primarily acquires owns and holds portfolio of real estate mortgages

and related assets To date our Bank has originated all of the mortgages held by Lyons Realty

As of December 31 2011 Lyons Realty held $63.9 million in real estate mortgages Lyons

Realty does not provide any services or products to third parties

Lyons Capital Statutory Trust or Trust is Connecticut statutory trust which Lyons

Bancorp Inc formed in June 2003 Lyons Capital Statutory Trust II or Trust II is Delaware

statutory business trust we formed in August 2004 Lyons Statutory Trust III or Trust III is

Connecticut statutory trust which Lyons Bancorp Inc formed in December 2009 These trusts

are not authorized and do not conduct any trade or business and were formed for the sole purpose

of the issuance sale and administration of the preferred trust capital securities The trusts

principal assets are subordinated debentures issued by Lyons Bancorp Inc In June 2003

concurrently with Trust Is acquisition of these subordinated debentures Tioga State Bank

non-affiliated entity purchased from Trust $1.0 million of preferred trust capital securities In

August 2004 concurrently with Trust IIs acquisition of these subordinated debentures Trust II

issued $5.0 million of preferred trust capital securities to investors In February 2010

concurrently with Trust IIIs acquisition of these subordinated debentures Trust III issued

$2.9 million of preferred trust capital securities to investors

The capital securities issued by these trusts are classified as long-term debt for financial

statements purposes but Tier capital for regulatory purposes For further description of the

details of these transactions see Banking Operations Sources of Funds Borrowings and

Managements Discussion and Analysis of Financial Condition and Results of Operations

Capital
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Products and Services

The Company through our banking subsidiary provides wide range of traditional

commercial and retail banking products and services for individuals and small to medium sized

businesses primarily in our market area The Banks services include accepting time demand

and savings deposits and making secured and unsecured loans See -- Sources of Funds

Deposits Deposits in the Bank are insured to applicable limits by the Federal Deposit

Insurance Corporation The Bank offers enhanced delivery system options such as Internet and

telephone banking and helps business customers manage their cash flow with Automatic

Clearing House origination and cash management services Other services the Bank offers

include safe deposit boxes money orders wire transfers drive-through facilities 24-hour

depositories and ATMs The Banks lending products include residential and commercial real

estate loans agricultural commercial and consumer loans See Banking Operations Lending

Activities

The Bank through an arrangement with Linsco/Private Ledger non-affiliated entity

makes non-insured financial services and products available to its customers and potential

customers These products range from stocks bonds and mutual funds to life insurance and

annuities Linsco/Private Ledger also offers advisory services to the Bank under this

arrangement Linsco/Private Ledger sells the product or service to the customer and the Bank

receives referral commission from Linsco/Private Ledger for the sale The commissions we

receive from these transactions are intended to help offset some of the risk associated with our

net interest margin because it can provide recurring source of revenue During 2011 the

amount of revenue we generated from these products was $669000

Business Strategy

Our mission is to increase shareholder value by offering financial services to constantly

changing market Our strategy includes

Growing our community banking franchise mainly with de novo branch

expansion in selected markets where we can gain competitive advantage by

providing our customers with personal service

Expanding our relationships with commercial and agricultural customers through

utilizing lending officers who know our customers businesses and can offer

competitive products to meet their needs

Cementing retail market loyalty by focusing on core consumer needs for

transaction services and residential mortgages

Continuing to expand our sales of non-bank financial services to produce stronger

and more diversified sources of fee income and to broaden our customer base and

Purchasing branches from other institutions or acquiring whole financial

institutions
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Grow Franchise

As of June 2011 based on statistics provided by the Federal Deposit Insurance

Corporation we ranked first in our deposit market share among banks in Wayne County New

York achieving our long-term goal However we do not intend to rest on our laurels rather it is

our intention to continue to increase our desirable customer penetration in Wayne County

Since 2000 we have opened four offices outside Wayne County Our strategy is to open

de-novo or acquire banking offices in communities that we believe have either been abandoned

or poorly served by current financial institutions Before opening offices in these communities

we generally identify and hire individuals who can provide unique personal service in the

market We also seek motivated advisory board members and core customer group

We also plan to consider acquisitions of other whole banks financial institutions and

financial related service companies and/or individual branch offices As of the date of this

memorandum we do not have any agreements arrangements or understandings for acquisitions

of any kind

We seek to provide customers the personal attention they desire while having the

technological ability to provide services such as on-line Internet banking that require less

customer contact

Deepen Commercial and Agricultural Relationships

On December 31 2011 we had $360.0 million of total loans The most significant

concentration of our loans is commercial and agricultural loans which as of December 31 2011

totaled $186.8 million and constituted 1.9% of our total loans

We have increased our loan portfolio by 76.8% from December 2006 to December 2011

We have staff consisting of seven commercial/agricultural lending officers and six residential

mortgage and consumer loan officers These loan officers are supported by credit

administration department consisting of chief credit administrator credit administrator

manager three analysts and an administrative assistant Further our loan operations department

consists of two supervisors and ten clerical employees

Cement Retail Loyalty

In order to attract consumers we offer products that address consumers needs to manage

their funds on day-to-day basis and finance homes We offer checking and savings products

which are accessible by either visiting our local offices or by electronic means We have large

network of ATMs and offer full access for our customers in all of the major domestic ATM
networks Internet and telephone banking provide customers additional alternatives to access

their accounts

The decision to purchase or refinance home is significant financial transaction for

most of our customers If the loan is plain-vanilla mortgage that meets all of the standards of
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the secondary marketplace we can originate sell and service the loan This allows customers to

take advantage of national funding options while retaining local contact should any problems

develop The Bank benefits because it can generate fees for these services Another advantage

of this approach is that the loan will not impose regulatory capital requirements on us allowing

us to originate additional loans For those properties that do not fit into the one-size-fits-all box

of the secondary market we can originate and hold the loan and do so at premium rate

We intend to continue emphasizing the core consumer deposit and mortgage products in

our market and to continue to build our serviced mortgage portfolio

Expand Sales ofNon-Bank Financial Services

Making noninterest income larger part of our total revenue stream and broadening our

base of customers and increasing customer retention through sales of these products and services

is an integral part of our strategy The Bank through an arrangement with Linsco/Private

Ledger makes non-insured financial services and products available to its customers and

potential customers These products range from stocks bonds and mutual funds to life insurance

and annuities

Purchase Branches or Banks

We have contacted various larger financial institutions to determine if any are interested

in selling certain branches that are within our geographic footprint We recently entered non

binding bid in relation to First Niagaras branch divestitures which has since been declined We

periodically review opportunities for full bank acquisitions as well Currently we do not have

any agreements arrangements or understandings for acquisitions of any kind

Business Support Strategies

To support our business growth we believe that we need to execute the following five key

business support strategies

Marketing and Sales Approach

To generate increased revenues in the fast-changing financial services marketplace we

believe that we must balance our community banking culture with an effective marketing and

sales approach As we compete for customers we strive to project consistent image to the

consumer We also train our staff to identify the needs of our customers so that we can offer

them the products and services that will generate our future profits

Expanded Product Lines

In addition to our current arrangement with Linsco/Private Ledger we plan to support

better marketing and training by developing and offering additional products and services to our

customers We expect to develop products in-house and offer them through our own systems

and customer representatives In addition we will consider utilizing out-sourcing options that

offer good trade-off between time to market and revenues generated New product lines we are
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considering include insurance brokerage financial planning investment management and trust

services

Infrastructure

We have increased the assets of the Company from $338.1 million on December 31 2006

to $555.5 million on December 31 2011 an increase of 64.3% During this time the staff has

increased to 142 full-time equivalent employees or 17.4% In order for us to continue our

success we plan to deepen the organizational structure of the Company by adding expertise in

certain specialized areas such as additional information technology support and by adding to

staff positions throughout the Company

In August of 2007 we updated our core operating system with software from company
called Open Solutions Inc Open Solutions Inc is leading provider of banking software and

data center solutions and currently provides us with robust suite of products and services

designed to help us meet our customer needs With Open Solutions Inc providing our data

center services the responsibility for the technical aspects of technology lies with experts while

keeping the responsibility for strategy within the Company key portion of our future success

will rest on our ability to utilize the capabilities of our systems to provide timely information

upon which to make decisions

Manage Risk

The key risks we face include credit liquidity interest rate sensitivity compliance
reputation and operations We manage each of these areas in structured fashion Although
each of our risks is managed by individuals and systems unique to the particular risk in question
we maintain global risk management process as well This approach allows us to monitor the

various risks we face in an integrated fashion We feel it is important to review risk trends in all

areas at the same time to make sure that we are not subject to correlated increase in risk that

could feed on itself Our internal Risk Management Committee is charged with the

responsibility to gather information from each risk area collate it and review the implications in

an enterprise-wide fashion We self-rate the Company in the different areas and take care to

compare these ratings to those provided by outside parties auditors examiners etc for

consistency

The potential risk to our reputation from rumor or unauthorized activities could cause

severe harm to our business We take any comments made about the Company seriously and
counter any inaccuracies we find as quickly as we can All of our employees and directors are

subject to our internal Code of Conduct Policy that provides strict guidelines for actions and
formal penalties for violations Our corporate governance policies have been enhanced meeting
many of the guidelines in place for much larger institutions

Operating risk has become much more important consideration in the past few years as

new threats have been presented We have established strict privacy requirements in all of our

customer dealings We have taken steps to secure our data processing areas from attack both

physical and through electronic means We believe our disaster recovery procedures are

adequate
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Capital Management

Capital raising activities generally take place at Lyons Bancorp Inc while capital use

other than dividend and interest payments is primarily related to the Banks business and

regulatory needs We work to closely integrate the capital needs of Lyons Bancorp Inc and the

Bank so that capital movement between the two entities is both timely and appropriately sized

See Managements Discussion and Analysis of Financial Condition and Results of Operations

Capital

Banking Operations

Market Area

During June 2003 we opened our first location in Ontario County New York by adding

banking office on Seneca Street in Geneva New York We relocated that office to our new

facility at 399 Exchange Street in June of 2005 Expanding into Geneva is strategically

important to us Geneva proper is one of the largest markets in our service area with

population of over 13500 and bankable deposits of approximately $400 million When we

opened our branch we became but the fourth bank to establish presence in the city

While opening our first banking office in Ontario County is important in its own right

being in Geneva has afforded us the opportunity to springboard into other markets in Ontario

County and has opened door on the entire Finger Lakes Region In May of 2004 we opened

our branch in Penn Yan in Yates County in temporary storefront We moved into our

permanent facility in January of 2005

In May 2010 we opened our newest office in Waterloo Seneca County in temporary

location and moved into our permanent facility in December 2010 With the opening of the

Seneca County banking office the Bank now operates eleven banking offices within its primary

market area which is centered around Lyons New York The Banks primary market area now

encompasses Wayne County and portions of Cayuga Monroe Onondaga Ontario Seneca and

Yates Counties in New York State
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Lending Activities

The principal lending activity of the Bank has been the origination for its own portfolio

of adjustable and fixed-rate loans secured by various forms of collateral The Bank also

originates fixed rate residential mortgages some of which it sells to third parties and retains the

servicing rights The value of the servicing rights associated with these sold mortgages was

$462000 $422000 and $369000 as of December 31 2011 2010 and 2009 respectively

The following tables set forth the composition of our loan portfolio by type of loan at the

dates indicated the maturities of loans and sensitivity of loans to changes in interest rates

Summary of Loan Portfolio

By Type

In thousands

As of December

Type 2011 2010 2009 2008 2007

Construction real estate 5049 3559 10065 4112 6118

Residential real estate 141730 118130 98502 91537 72935

Commercial real estate 81097 72262 66641 51720 49905

Agriculture real estate 20839 19792 17276 13385 11628

Total mortgage loans on real estate 248715 213743 192484 160754 140586

Commercial loans 58778 51439 47445 42563 37807

Agriculture loans 23024 19790 20975 16847 15473

Consumer installment loans 29434 27657 27322 25293 23968

Total loans
$359951 312629 $288226 $245457 217834

Allowance for loan

losses 7001 6441 4912 3472 3861
Total loans net of allowance $352950 306188 $283314 $241985 $213973

Remaining Maturity of Selected Loans

At December31 2011

1-5

In thousands Within Year Years Years Total

Commercial loans 23681 16909 18188 58778

Agricultural loans 11633 6234 5157 23024

Commercial real estate 245 4505 79443 84193

Agriculture real estate 25 277 20537 20839

Residential real estate 2009 2794 138880 143683

Total 37593 30719 262205 330517
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Sensitivity of Loans to Changes in Interest Rates

Dollars in thousands

As of December 31 2011

Fixed Variable

Rate Rate

Due after one but within five years 16438 14281

Dueafterfiveyears 131255 130950

Asset Quality

The Bank maintains written loan policies that require certain underwriting

documentation and credit standards be met for the approval and funding of loans Management

has safeguards and procedures in place that track adherence to policies In addition

third parties the Bank retains for loan review periodically sample the loan

portfolio and report to Bank management and our Board of Directors any identified

discrepancies Generally exceptions to policy when made are documented justified and

approved by management Lending authorities are recommended by management and approved

by our Board of Directors Management reports measures of both loan quality and loan portfolio

growth on regular basis to our Board

Our allowance for loan losses represents managements estimate of an amount adequate

to provide for potential losses inherent in our loan portfolio In its continuing evaluation of the

allowance and its adequacy management considers the Banks loan loss experience the amount

of past-due and nonperforming loans current and anticipated economic conditions underlying

collateral values securing loans and other factors which affect the allowance for potential credit

losses Bank management monitors the adequacy of the allowance through the use of model

designed to comply with the requirements of the Office of the Comptroller of the Currency

While it is the Banks policy to charge-off loans in the period in which loss is

considered probable there are additional factors impacting potential future losses which cannot

be quantified precisely or attributed to particular loans or classes of loans These factors include

such items as the general state of the economy and value of collateral Managements judgment

as to the adequacy of the allowance is therefore necessarily approximate The allowance is also

subject to regulatory examinations as to adequacy which may include reviews of the

methodology used to arrive at the allowance and comparison of the allowance to peer

institutions

The commercial loan policy provides that the accrual of interest on commercial and real

estate loans ceases when there is significant undermining deterioration of the borrowers

financial position or payment in full of principal or interest is not expected this may result in the

placement of contractually performing loan into nonaccrual status In addition loan with

principal or interest that has been in default for period of ninety 90 days or more may be

placed in nonaccrual status unless the asset is both well secured and in the process of immediate

collection An asset is well secured if it is secured by collateral in the form of liens on or

pledges of real or personal property or marketable securities having realizable value sufficient
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to discharge the debt including accrued interest in full or by the guarantee of financially

responsible party An asset is in the process of collection if collection of the asset is

proceeding in due course either through legal action including judgment enforcement

procedures or in appropriate circumstances through collection efforts not involving legal

action which are reasonably expected to result in repayment of the debt or in its restoration to

current status in the near future

Our consumer loan policy provides that accrual of interest on residential mortgages

generally ceases whenever payment of principal or interest becomes 90 days delinquent It also

provides that consumer loans whether secured or unsecured are considered for charge-off to the

allowance for loan loss when they reach 90 days delinquent

The following tables present summary of the Allocation of Allowance for Loan Loss

by Loan Type and an Analysis of Changes in the Allowance for Loan Losses
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Allocation of Allowance for Loan Losses

By Loan Type

In thousands

2011 2010 2009 2008 2007

Total loans outstanding at end of year $359951 $312629 $288226 $245457 $217834

ALLOCATION OF THE
ALLOWANCE BY LOAN TYPE

Commercial 1210 1110 1635 1116 897

Commercial real estate 2770 2040 1235 747 1240

Agriculture 259 210 245 149 311

Agriculture real estate 167 152 144 94 158

Residential real estate 1362 1054 1005 742 627

Consumer installment 388 517 338 281 187

Unallocated 845 1358 310 343 441

Total 7001 6441 4912 3472 3861

ALLOCATION OF THE
ALLOWANCE AS

PERCENTAGE OF TOTAL
ALLOWANCE

Commercial 17% 17% 33% 32% 23%

Commercial real estate 40% 32% 25% 22% 32%

Agriculture 4% 3% 5% 4% 8%

Agriculture real estate 2% 2% 3% 3% 4%

Residential real estate 19% 17% 21% 21% 16%

Consumer installment 6% 8% 7% 8% 5%

Unallocated 12% 21% 6% 10% 12%

Total 100% 100% 100% 100% 100%

LOAN AND LEASE TYPES AS

PERCENTAGE OF TOTAL LOANS

AND LEASES

Commercial 16% 17% 17% 17% 17%

Commercial real estate 24% 23% 25% 22% 25%

Agriculture 6% 6% 7% 7% 7%

Agriculture real estate 6% 6% 6% 6% 5%

Residential real estate 40% 39% 35% 38% 35%

Consumer installment 8% 9% 10% 10% 11%

Total 100% 100% 100% 100% 100%

The allowance has generally been increasing over the past five years with the exception

of 2008 when we changed our methodology from using standard loss factors to utilizing actual

loss factors comprised of the prior eight quarters This change in methodology resulted in

lower calculated required allowance Since 2008 the allowance has steadily increased with the

majority of the growth in the allowance allocated to commercial real estate The increase in this

loan category reflects higher allocations driven by deterioration in the financial situation of one
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large commercial real estate relationship During 2010 this relationship was deemed impaired

and specific allocation was determined using the information available to us However given

the size of the relationship to our total Tier capital and allowance for loan losses we felt it

prudent to increase the unallocated portion of our allowance to compensate for unquantifiable

outcomes relating to this credit The relationship was subsequently restructured in the third

quarter of 2010 and has since performed according to its contractual agreement During 2011

review of possible outcomes was performed relating to this significant relationship to better

quantify the impact to us if the loan discontinued making payments and became further

distressed As result of that review which included assumptions regarding collateral values in

variety of disposal situations management allocated approximately $500000 from the

unallocated portion of the allowance as specific allocation to this credit which is the primary

reason the unallocated portion of the allowance decreased $513000 from 2010 to 2011 We
continue to monitor the performance of this credit for further signs of stress
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Analysis of Changes in Allowance for Loan Losses

Dollars In thousands

Year ended December

2011 2010 2009 2008 2007

Balance at beginning of period 6441 4912 3472 3861 3896

Loans charged off

Commercial 308 156 12 574 144

Commercial real estate 441 155 136

Agriculture 21 21
Residential real estate 111 18 48 50 92
Consumer installment 215 364 165 159 235

Total loans charged off 634 1000 380 940 471

Recoveries of loans previously

charged off

Commercial 62 15 12 66

Commercial real estate 10 24 26

Agriculture

Residential real estate 19 90

Consumer installment 138 80 75 77 66

Total recoveries of loans

previously charged off 229 124 95 146 186

Net loans charged off 405 876 285 794 285

Provision charged to operations 965 2405 1725 405 250

Balance at end of period 7001 6441 4912 3472 3861

Net loans charged off as of

average
loans 0.12% 0.30% 0.11% 0.35% 0.14%

Allowance as of total

loans 1.94% 2.06% 1.70% 1.41% 1.77%

Allowance as of

nonperforming loans 117.84% 115.00% 208.14% 136.05% 117.71%

The provision for loan losses represents managements estimate of the expense necessary

to maintain the allowance for loan losses at an adequate level The provision for loan and lease

losses was $965000 million in 2011 compared to $2.4 million in 2010 In 2009 the provision

was higher than historical levels due to increases in nonperforming loans and net charge-offs as

well as concerns over weak economic conditions and uncertain real estate markets While overall

economic conditions remain weak there have been some improvements noted in the financial

conditions of several of our large commercial customers

The level of future charge-offs is dependent upon variety of factors such as national and

local economic conditions trends in various industries underwriting characteristics and
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conditions unique to each borrower Given uncertainties surrounding these factors it is difficult

to estimate future losses

The following tables summarize the Banks nonperforming loans by class over the

periods indicated

Nonaccrual Loans

Dollars in Thousands

As of December

2011 2010 2009 2008 2007

Residential real estate

1-4 family 197 65 108

Home equity 105

Commercial real estate 4956 4435 864 1018 1537

Agriculture real estate 211 275 322 355 295

Commercial loans 371 623 859 877 1047

Agriculture loans 183 211 249

Consumer installment loans

Direct 17 23

Indirect 200 267 27 21

Total nonperforming loans 5941 5601 2360 2552 3280

Total nonperforming loans as of 1.07% 1.09% 0.51% 0.62% 0.85%

total assets

Total nonperforming loans as of

total loans 1.65% 1.79% 0.82% 1.04% 1.5 1%

The difference between the interest income that would have been recorded if these loans

had been paid in accordance with their original terms and the interest income that was recorded

for the year ended December 31 2011 was $334000 The amount for the year ended December

31 2010 was $218000

Management reviews the loan portfolio continuously for evidence of potential problem

loans Potential problem loans are loans that are currently performing in accordance with

contractual terms but where known information about possible credit problems of the related

borrowers causes management to have doubt as to the ability of such borrowers to comply with

the present loan payment terms and may result in such loans becoming nonperforming at some

time in the future Management considers loans classified as Substandard which continue to

accrue interest to be potential problem loans Through our internal loan review function we

have identified 35 commercial relationships totaling approximately $8.2 million at

December 31 2011 that are classified as Substandard and continued to accrue interest We

continue to monitor these relationships however we cannot predict the extent to which

continued weak economic conditions or other factors may further impact borrowers These loans

remain in performing status due to variety of factors including payment history the value of

collateral supporting the credits and personal or government guarantees These factors when

considered in the aggregate give management reason to believe that the current risk exposure on

these loans does not warrant accounting for these loans as nonperforming However these loans

do exhibit certain risk factors which have the potential to cause them to become nonperforming
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Accordingly managements attention is focused on these credits which are reviewed on at least

quarterly basis

Past Due and Restructured Loans

In Thousands

As of December 31

2011 2010 2009 2008 2007

Loans past due 90 days or more and accruing

Consumer installment loans 15

Total 15

Nonperforming loans loans in nonaccrual status and loans past due 90 days or more and

still accruing interest were $6.0 million at December 31 2011 up from $5.6 million at

December 31 2010 and up from $2.4 million at December 31 2009 breakdown of

nonperforming loans by portfolio segment is shown above The increase in nonperforming loans

during 2010 was primarily due to the additional of one large commercial real estate loan

Loans are considered modified in troubled debt restructuring TDR when due to

borrowers financial difficulties we make concessions to the borrower that we would not

otherwise consider When modifications are provided for reasons other than as result of the

financial distress of the borrower these loans are not classified as TDRs or impaired These

modifications may include among others an extension of the term of the loan and granting

period when interest-only payments can be made with the principal payments made over the

remaining term of the loan or at maturity TDRs of $3.7 million $4.0 million and $0 as of

December 31 2011 2010 and 2009 respectively are included in the above table within

nonaccrual loans The TDR amounts at December 31 2011 and 2010 consist of one commercial

relationship where three loans were combined into one resulting loan with interest and term

concessions granted due to the stressed financial condition of the borrower The decrease in the

balance was due to principal pay downs resulting from both monthly payments and the sale of

some real estate collateral securing the loans

In general we place loan on nonaccrual status if principal or interest payments become

90 days or more past due and/or management deems the collectability of the principal and/or

interest to be in question as well as when required by regulatory requirements Although in

nonaccrual status we may continue to receive payments on these loans These payments are

generally recorded as reduction to principal and interest income is recorded only after principal

recovery is reasonably assured As of December 2011 we were regularly receiving payments

on approximately 98% of the loans categorized as nonaccrual

The recorded investment in loans and leases that are considered impaired totaled

$5.5 million at December 31 2011 and $5.3 million at December 31 2010 loan is impaired

when based on current information and events it is probable that we will be unable to collect all

amounts due according to the contractual terms of the loan agreement Specific allowance on

individually identified impaired loans that are not collateral dependent are measured based on the

present value of expected future cash flows discounted at the original effective interest rate of
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each loan For loans that are collateral dependent impairment is measured based on the fair

value of the collateral less estimated selling costs

The average recorded investment in impaired loans was $5.6 million in 2011

$4.2 million in 2010 and $2.6 million in 2009 At December 31 2011 $5.1 million of impaired

loans had specific allocations of $1.8 million and $464000 had no specific allocation At

December 31 2010 $4.6 million of impaired loans had specific allocations of $1.1 million and

$721000 had no specific allocation At December 31 2009 $1.5 million of impaired loans had

specific allocations of $480000 and $686000 had no specific allocations The majority of

impaired loans are collateral dependent impaired loans that have limited exposure to loss and

require limited specific allocations because of the amount of collateral support with respect to

these loans and previous charge-offs Interest payments on impaired loans are typically applied

to principal unless collectability of the principal amount is reasonably assured In these cases

interest is recognized on cash basis Interest income recognized on impaired loans all collected

in cash and was $5000 for 2011 $37000 for 2010 and $96000 for 2009

Investment Activities

Our securities portfolio is comprised of interest-bearing notes bonds and pass-through

securities issued by the United States government and its direct and sponsored agencies as well

as state and local municipal obligations Our available-for-sale portfolio provides source of

liquidity collateral for repurchase agreements and public funds as well as being means of

diversifying our interest earning asset portfolio While we generally intend to hold our

investment portfolio assets until maturity significant portion of the portfolio is classified as

available-for-sale Securities so classified are accounted for at fair value with the unrealized

appreciation and depreciation reported as separate component of stockholders equity net of

income tax effects Securities not classified as available-for-sale are recorded in the held to

maturity category and accounted for at amortized cost We invest in securities for the yield they

produce and not to profit from trading the securities

The securities portfolio also includes non-marketable equity securities that are carried at

cost because they are not readily marketable or have no quoted market value
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The following tables summarize the fair values of the investment portfolio as of the dates

indicated

Investment Securities

In thousands

As of December

2011 2010 2009

Available-for-Sale

United States treasuries 5155 12977

United States agencies 30812 27016 32303

Mortgage-backed securities 55704 61013 61902

State and local government obligations 51409 53290 34385

Total debt securities 143080 $154296 128590

Held to Maturity

Local government obligations 7558 5306 4777

Restricted Equity Securities at cost 4001 2949 2424

All of our mortgage-backed securities are residential direct pass through securities or

collateralized mortgage obligations issued or backed by government sponsored enterprises
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The fair value Availablefor-Sale amortized cost Held-to-Maturity and weighted

average yield of the combined investment portfolios of Lyons Bancorp Inc and the Bank as of

December 31 2011 by final contractual maturity or repricing date are as follows

Investment Portfolio

Dollars In thousands

As of

December 31 2011

Available-for-Sale

Fair Average

Value Yieldh

Due in one year or less 7155 3.19%

Due after one to five years 52966 2.83%

Due after five to ten years 25216 3.13%

Due after ten years 2039 2.49%

Securities not due at single maturity date 55704 2.63%

Total 143080 2.82%

Held-to-Maturity

Amortized Average

Cost YieldW

Due in one year or less 4020 2.27%

Due after one to five years 1504 5.12%

Due after five to ten years 809 6.15%

Due after ten years 1225 6.05%

Total 7558 3.87%

Total Investment Securitiest2 150638 2.87%

Average yields are stated on tax equivalent basis

Total does not include equity securities

At December 31 2011 there were no holdings of any one issuer other than the U.S

Government sponsored entities in an amount greater than 10% of the Companys stockholders

equity

Sources of Funds

General The major sources of our funds for lending and other investment purposes are

deposits scheduled principal repayments prepayment of loans and mortgage-backed securities

maturities and calls of investment securities equity capital investment borrowings and cash

flows from operations Scheduled loan principal repayments are relatively stable source of

funds while deposit inflows and outflows and loan prepayments are significantly influenced by

general interest rates and market conditions

Deposits We attract customer deposits principally from within our primary market area

by offering broad selection of deposit instruments including demand deposit accounts

checking accounts savings money market deposit term certificate accounts and individual
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465322 0.63% 416687 0.75% 378248 .14%

The maturity distribution of time deposits of $100000 or more at December 31 2011 was

As of

December

2011

in thousands

Three months or less

Over three months through six months

Over six months through one year

Over one year

Total

14041

6830

24305

10084

55260

Borrowings To help fund our loan growth from time to time we obtain advances from

the Federal Home Loan Bank of New York and under securities repurchase agreements with

customers The following table summarizes these borrowings as of December 31 in the years

indicated

Borrowings

Dollars in thousands

Average Average

Amount Cost Amount Cost

$35000 0.46% $36800

7058 0.43% 7691

$42058 0.46% $44491

Average

Amount Cost

retirement accounts Deposit account terms vary according to the minimum balance required

the time period the funds must remain on deposit and the interest rate All deposit accounts are

insured by the Federal Deposit Insurance Corporation up to the maximum amount permitted by

law

The following table is summary of our deposits for each of our last three fiscal years

Deposits Average Balances and Rates

Dollars in thousands

2011 2010 2009

Average Average Average Average Average Average

Balances Rate Balances Rate Balances Rate

Noninterest-bearing demand deposits 86267 0.00% 75753 0.00% 65148 0.00%

NOW accounts 50092 0.19% 43319 0.23% 37732 0.26%

Money market savings accounts 208846 0.76% 169666 0.75% 133068 0.74%

Time deposits 120117 1.06% 127949 1.37% 142300 2.27%

As of December

2011 2010 2009

Borrowings from Federal Home

Loan Bank

Securities Sold Under

Agreements to Repurchase

Total

0.76% $27100 0.84%

0.59% 8946 0.89%

0.73% $36046 0.85%
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As of December 31 2011 the Bank had $25.7 million and $48.6 million of availability

from Federal Home Loan Bank of New York and the Federal Reserve Bank respectively subject

to collateral availability In addition at December 31 2011 the Bank had available unsecured

lines of credit agreements with correspondent banks permitting borrowings to maximum of

$10.0 million There were no outstanding advances against those lines at December 31 2011

The Bank may access funds through general markets such as national repurchase agreements At

December 31 2011 the Bank had no national repurchase agreements

The following tables present additional information concerning borrowings for the

indicated years ended December 31

Borrowings

In thousands

For the years ended December

2011 2010 2009

Average Balance 13772 19424 7501

Maximum month-end balance 36800 35600 23000

The following tables present information concerning securities sold under agreements to

repurchase for the indicated years ended December 31

Securities Sold Under Agreement to Repurchase

In thousands

For the years ended December

2011 2010 2009

Average Balance 7416 8106 8265

Maximum month-end balance 8832 9510 10717

Securities sold under agreements to repurchase mature in less than 90 days from the

transaction date Securities sold under agreements to repurchase either remain under the control

of the Bank or are held in third party custodial accounts that recognize the Banks interest in the

securities

We currently own three statutory trust companies which we formed for the sole purpose

of issuing trust preferred securities that are fully and unconditionally guaranteed by us In each

case we issued junior subordinated debentures to the trusts which in turn issued trust preferred

securities to the respective trust investors in the same amount The junior subordinated

debentures are the principal asset of the trusts The trust preferred securities are classified as

long-term debt for the financial statements but are included as Tier capital for regulatory

purposes See Management Discussion and Analysis of Financial Condition and Results of

Operation -- Capital

In June 2003 we formed Lyons Capital Statutory Trust wholly-owned Connecticut

statutory business trust subsidiary or Trust Shortly thereafter we issued $1.0 million of

subordinated debentures to Trust who issued $1.0 million in trust preferred securities to Tioga
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State Bank The interest rate on this security 3.330% at December 31 2011 is variable

adjusting quarterly at three-month LIBOR plus 2.75% The interest is payable quarterly The

trust preferred securities mature in June 2033 or may be redeemed at any time in the event that

the deduction of related interest for federal income tax purposes is prohibited treatment as Tier

capital is no longer permitted or certain other contingencies arise Our subordinated debentures

issued to Trust also mature on June 27 2033 and bear interest at the three-month LIBOR plus

2.75% 3.330% at December 31 2011 payable quarterly

We have the option to defer interest payments from time to time for up to 20 consecutive

quarterly periods without defaulting on the debentures We also have the option to redeem the

debentures in whole or in part beginning on June 27 2008 and quarterly thereafter or within

120 days throughout the entire term of the debentures should certain special events occur The

redemption price expressed as percentage of the principal amount of the debentures being

redeemed ranges from 100.4% at December 31 2011 to 100% on June 27 2013 and after

In August 2004 we formed Lyons Capital Statutory Trust II Delaware statutory

business trust or Trust II We issued $5.2 million of subordinated debentures to Trust II who

issued $5.0 million in trust preferred securities to investors The interest rate on this security

3.145% at December 31 2011 is variable adjusting quarterly at three-month LIBOR plus

2.65% The interest is payable quarterly The trust preferred securities mature in August 2034

or may be redeemed at any time in the event that the deduction of related interest for federal

income tax purposes is prohibited treatment as Tier capital is no longer permitted or certain

other contingencies arise

Our subordinated debentures issued to Trust II also mature on August 23 2034 and bear

interest at the three-month LIBOR plus 2.65% 3.145% at December 31 2011 payable

quarterly We have the option to defer interest payments from time to time for up to 20

consecutive quarterly periods without defaulting on the debentures We also have the option to

redeem the debentures in whole or in part on quarterly basis beginning on August 23 2009

and the option to redeem the debentures in whole or in part throughout the entire term of the

debentures within 90 days of one or more of the following events relating to the debentures

the deduction of related interest for federal income tax purposes is prohibited treatment as

Tier capital is no longer permitted or certain other events occur The redemption price

expressed as percentage of the principal amount of the debentures being redeemed ranges from

100.6% at December 31 2011 to 100% on August 23 2014 and after

In December 2009 the Company entered into an interest rate swap agreement swap
with an effective date of February 23 2011 The Company designated the swap as cash flow

hedge and it is intended to protect against the variability of cash flows associated with Trust II

The swap modifies the pricing characteristic of Trust II wherein the Company receives interest

at three-month LIBOR plus 2.65% from counterparty and pays fixed rate of interest of 6.80%

to the same counterparty calculated on notional amount of $5.0 million This agreement will

expire on November 23 2019 The swap agreement was entered into with counterparty that

met the Companys credit standards and the agreement contains collateral provisions protecting

the at-risk party The Company believes that the credit risk inherent in this contract is not
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significant At December 31 2011 the company pledged $1.0 million cash collateral to the

counterparty

In December 2009 we formed Lyons Statutory Trust III Delaware statutory business

trust or Trust III We issued $3.0 million of subordinated debentures to Trust III who issued

$2.9 million in convertible trust preferred securities to accredited investors The interest rate on

this security is fixed at 6.00% The interest is payable quarterly The trust preferred securities

mature in February 2040 or may be redeemed at any time in the event that the deduction of

related interest for federal income tax purposes is prohibited treatment as Tier capital is no

longer permitted or certain other contingencies arise

At any time each capital security of Trust III is convertible into shares of the Companys

common stock at conversion rate of 36 shares of common stock per $1000 capital security

investment as adjusted for three-for-two stock split effective February 29 2012 subject to

proportionate adjustments for splits stock dividends recapitalization and the like and issuances

on pro rata basis below the current market value in-kind dividends and tender offers above

market value

Our subordinated debentures issued to Trust III also mature on February 12 2040 and

bear fixed rate of interest at 6.00% payable quarterly We have the option to defer interest

payments from time to time for up to 20 consecutive quarterly periods without defaulting on the

debentures We also have the option to redeem the debentures in whole or in part on quarterly

basis beginning on February 2015 and the option to redeem the debentures in whole or in part

throughout the entire term of the debentures within 90 days of one or more of the following

events relating to the debentures the deduction of related interest for federal income tax

purposes is prohibited treatment as Tier capital is no longer permitted or certain other

events occur The redemption price expressed as percentage of the principal amount of the

debentures being redeemed ranges from 102.5% beginning in February 2015 to 100% on

February 2020 and after

If we elect to defer interest payments as described above on either Trust Trust II or Trust

III trust preferred securities or if the debentures are in default we are among other things

prohibited from declaring or paying dividends

Legal Proceedings

Currently we are not subject to any pending lawsuits in which claims for material

monetary damages are asserted

Competition

We face intense and increasing competition in making loans attracting deposits and

providing other financial products and services The Bank competes with other financial

institutions and service providers such as commercial banks savings banks savings and loan

associations credit unions mortgage banking companies finance companies brokerage firms

and mutual fund companies Interest rates both on loans and deposits and prices of services are

significant competitive factors among financial institutions generally Important competitive
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factors such as office location types and quality of services and products office hours customer

service local presence community reputation and continuity of personnel among others are

and continue to be focus of the Bank

Some of the largest banks in the Country have offices in our markets These institutions

have greater financial resources and lending limits better name recognition more locations

more advanced technology and more financial products to offer than we do and may offer

various services we do not offer In addition these institutions may be able to better afford and

make broader use of media advertising support services and electronic technology that we may
To offset these competitive disadvantages the Bank depends on its reputation as an independent

and locally-owned community bank its personal service its greater community involvement and

its ability to make credit and other business decisions quickly and locally

Employees

As of December 31 2011 we employed 153 persons of which 131 were full time The

Bank provides variety of employment benefits and considers its relationship with its employees

to be good We have no collective bargaining agreements with any employees

Properties

The location of the eleven banking offices operated by the Bank and certain other

information related to these offices is set forth below

Location Owned or Leased

35 William Street Lyons New York 14489 Owned
Routes 14 31 Lyons New York 14489 Owned

Williams Street Clyde New York 14433 Leased

North Main Street Jordan New York 13080 Owned

5996 New Hartford Street Wolcott New York 14590 Owned

750 West Miller Street Newark New York 14513 Leased

359 NYS Route 31 Macedon New York 14502 Owned

399 Exchange Street Geneva New York 14456 Owned

Tops Plaza 6256 Furnace Road Ontario New York 14519 Leased

205 Liberty Street Penn Yan New York 14527 Owned

2433 State Route 414 Waterloo New York 13165 Owned

We consider all of these banking offices to be well located and suitably equipped to serve

as banking facilities In the opinion of management the properties are adequately covered by

insurance
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MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL

CONDITION AND RESULTS OF OPERATIONS

The following discussion is intended to assist readers in understanding and evaluating the

results of operation and financial condition of Lyons Bancorp Inc The Lyons National Bank

and Lyons Realty Associates on consolidated basis This discussion and analysis should be

read in conjunction with our consolidated financial statements and the notes relating thereto

appearing elsewhere in this Memorandum

Overview

Lyons Bancorp Inc is the holding company for The Lyons National Bank and its

subsidiary Lyons Realty Associates Corp Lyons Bancorp Inc.s business is conducted through

The Lyons National Bank federally chartered and regulated bank with eleven full-service

banking offices in Onondaga Ontario Seneca Wayne and Yates Counties in New York an

ATM network and Internet and telephone banking services In addition the Bank services

customers in Cayuga and Monroe Counties The Banks corporate headquarters is located in

Lyons New York

Our principal sources of revenue consist of income from commercial and real estate

loans including mortgage servicing fees and consumer loans made by the Bank and its

subsidiaries and investment securities held by us and the Bank as well as from variety of

deposit services offered by the Bank to its customers We fund our operations through cash

flows from operations the Banks deposits maturing and called investment securities

borrowings and capital raising transactions

We effected three-for-two stock split of our outstanding shares of common stock par

value $.50 per share effective at the close of business on February 29 2012 Where number of

shares of common stock is listed in this offering circular for date or period prior to the effective

date of the stock split that number of shares of common stock has been proportionately adjusted

as if the three-for-two stock split had been in effect on that prior date or during that prior period

Results of Operations For Years Ended December 31 2011 and 2010

Summary of Performance

Net income was $5.1 million for 2011 compared to net income of $4.2 million for 2010

an increase of $970000 or 23.3% over the prior fiscal year Diluted earnings per share were

$3.76 for 2011 compared to $3.24 in 2010 The improved performance year over year was due

primarily to increases in net interest income and noninterest income and reduction in provision

for loan losses

Return on average assets was 0.96% in 2011 compared to 0.85% in 2010 Return on

average equity was 14.47% in 2011 compared to 12.99% in 2010
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Average Balances and Interest Rates

The following table presents for the periods indicated the total dollar amount of interest

income from average interest-earning assets the resultant yields and the interest expense on

average interest-bearing liabilities expressed both in dollars and rates Average balances are

derived from average daily balances The yield on securities available-for-sale is included in

investment securities and is calculated based on the historical amortized cost All interest has

been adjusted to fully taxable equivalent amount using the federal statutory rate of 34% The

yields and rates are established by dividing income or expense dollars by the average balance of

the asset or liability
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AVERAGE BALANCES AND INTEREST RATES
Dollars in thousands

Assets

Loans 330218 16968 5.14% 296601 16319 5000 260075 15036 78%

Investment securities

Taxable

Tax-exempt

Total securities

Federal funds sold

Other interest-earning deposits

Total interest-earning assets

Other assets

Total Assets

Liabilities and Stockholders Equity

Interest-bearing deposits

NOW accounts

Money market savings accounts

Time deposits

Total interest-bearing deposits

Repurchase agreements

Borrowings from Federal Home Loan Bank

Junior subordinated debentures

Total
interest-bearing liabilities

106072 2904 73% 104171 3269 3.14% 104325 3870 71c
56336 1966 3.49% 47760 1797 3.76% 28504 1326 4.65%

162408 4870 3.00% 151931 5066 333% 132829 5196 3.91%

51 303 020%

8472 19 0.22% 7743 19 0.25% 10258 25 24%

501098 21857 4.36% 456326 21404 469% 403465 20258 02%

33825 32151 29686

534923 488477 433151

50092 96 0.19% 43319 99 23c 37732 96 026%
208846 1584 0.76% 169666 1272 0.75% 133068 985 74%

120117 1274 1.06% 127949 1747 37% 142300 3231 227%
379055 2954 0.78% 340934 3118 0.910o 313100 4312 38%

7416 37 0.50% 8.105 58 0.72% 8265 94 l4
13772 138 1.00% 19424 213 1.10% 7501 83 110%

9217 524 569% 8786 341 88c 6190 203 28%
409460 3653 0.89% 377249 3730 0990o 335056 4692 40o

Noninterest-bearing deposits

Other liabilities

Total Liabilities

86267

3637

499364

75753

3381

456383

65148

4478

404682

Lyons Bancorp Inc Stockholders equity

Noncontrolling interest

Total Equity

Total Liabilities and Stockholders Equity

Spread in interest-bearing funds

Net interest margin on earning assets

Tax equivalent adjustment

Net interest income per consolidated income

statements

35503

56
_____________

35559

534.923 488.477

Nonaccrual loans are included in the average asset totals presented above

Average balances and yields on available securities are based on historical amortized cost

433.151

2011 2010

Average Income Yields/ Average Income Yields

Balances Expense Rates Balances Expense Rates

2009

Average Income Yields

Balances Expense Rates

32038

56

32094

28413

56

28469

3.47% 70c 62%

18.204 3.63% 17674 3.87c 15566 86%
642 585j 429

17562 17089 15 137
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Net Interest Income

The above table shows average interest-earning assets and interest-bearing liabilities and the

corresponding yield or cost associated with each Tax-equivalent net interest income for 2011 was

$18.2 million an increase of $530000 or 3.0% compared to the same period in 2010 The increase

primarily resulted from overall balance sheet growth funded by strong core deposit growth Average

earning assets for 2011 grew by $44.8 million or 9.8% compared to 2010

The tax-equivalent net interest margin for 2011 was 3.63% down 24 basis points compared to

the net interest margin of 3.87% in 2010 as cash flows from our loan and investment portfolios were

reinvested in lower yielding assets while funding costs currently at low levels have been repricing more

modestly

The following table presents the effects of changing rates and volumes on our net interest income

for the years indicated The rate column shows the effects attributable to changes in rate changes in rate

multiplied by prior volume The volume column shows the effects attributable to changes in volume

changes in volume multiplied by prior rate The net column represents the sum of the prior columns

For purposes of this table changes attributable to both rate and volume which cannot be segregated

have been allocated proportionately based on the changes due to rate and the changes due to volume

Volume Rate Analysis

In thousands

2011 Compared to 2010 2010 Compared to 2009

Increase Decrease Due to Change In Increase Decrease Due to Change In

Average Average

Interest Income Volume Yield/Rate Total Volume Yield/Rate Total

Loans 1789 $1140 649 1974 691 1283

Investment securities

Taxable 59 424 365 595 601
Tax-exempt 306 137 169 762 291 471

Federal funds sold

Other interest earning assets

Total interest income 2155 1702 453 2723 1577 1146

Interest Expense

Interest-bearing deposits

NOW accounts 13 16 13 10
Money market and 373 61 312 334 47 287

savings accounts

Time deposits 98 375 473 420 1064 1484
Repurchase agreements 17 21 34 36
Borrowings from Federal 58 17 75 131 130

Home Loan Bank

Junior subordinated 17 166 183 96 42 138

debentures
__________ __________ ____________ __________ __________

Total interest
expense

243 320 77 152 1114 962

Net interest income 1912 1382 530 2571 463 2108
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Provision for Loan Losses

The provision for loan losses represents managements estimate of the amount necessary to

maintain the allowance for loan losses at an adequate level The provision for loan losses was $965000

for 2011 compared to $2.4 million for 2010 The decrease in the provision for 2011 over 2010 reflects

the decrease in net charge-offs and is reflective of improvement in asset quality ratios The ratio of

nonperforming loans to total loans was 1.65% at December 31 2011 as compared to 1.79% as of

December 31 2010 The allowance for loan losses as percentage of period end loans was 1.94% at

December 31 2011 compared to 2.06% at December 31 2010

Noninterest Income

Noninterest income is significant source of income for us representing 26.6% of total revenues

for 2011 and 25.4% for 2010 The main components of noninterest income include service charges on

deposit accounts loan servicing fees cardholder fees financial services fees and gains on sale of loans

and investment securities

Our largest source of noninterest income is from service charges on deposit accounts Service

charges on deposit accounts were $2.3 million for 2011 an increase of 9.0% from 2010 The largest

component of this category is overdraft fees which is largely driven by customer activity Loan

servicing income for the 2011 was $954000 an increase of 11.4% over the same period last year An

increase in both mortgage loan closings and the resulting servicing fees recognized on the sale of those

loans were the primary reason for the increase period over period Cardholder fee income was $780000

for 2011 up 15.9% compared to 2010 due primarily to an increase in our interchange income Fee

income from our financial services activities was $669000 as of December 31 2011 an increase of

30.4% over the same period last year due primarily to an increase in the number of relationships under

management and the general improvement occurring in the markets during the second half of 2011

For 2011 net gains on the sales of loans totaled $743000 compared to net gains of $534000 for

2010 The increase in gains on sales of loans in 2011 is mainly result of increased residential mortgage

refinancing activity and the decision to sell certain loans in the secondary market to the Federal Home

Loan Mortgage Corporation FHLMC and the Federal Home Loan Bank FHLB Low market interest

rates led to significant increase in the volume of homeowners refinancing existing mortgages to lower

fixed rates To manage interest rate risk exposures we sold most of our fixed rate residential loan

production during 2011

As of December 31 2011 net gains on the sales of available-for-sale securities totaled $407000

compared to net gains of $727000 for the same period in 2010 Management may periodically sell

available-for-sale securities for liquidity purposes to improve yields or to adjust the risk profile of the

portfolio

Other income totaled $241000 for 2011 up $94000 or 63.9% over the same period in 2010

Included in other income are gains and losses from the sale of real estate and other assets During 2011

we sold facility that housed our temporary location for our new Seneca County office and recognized

approximately $72000 in gains
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Noninterest Expense

Noninterest expense for 2011 was $16.1 million an increase of 8.2% over noninterest expense

for 2010 The main components of noninterest expense include salaries and wages pensions and

benefits occupancy expenses data processing expenses professional fees and FDIC and 0CC

assessments

Salary and wage expenses totaled $6.8 million in 2011 an increase of 8.8% over the same period

in 2010 The primary reason for the increase is due to full year of expense relating to the opening of

new branch office in Seneca County during June 2010 In addition we experienced increased expenses

relating to commission-based pay due to high levels of mortgage refinancing

Pensions and other benefits were $2.2 million in 2011 an increase of 10.6% compared to the

prior year The majority of the increase relate to higher health care costs as well as in increase in overall

pension expense

Occupancy expenses related to bank premises and furniture and fixtures were up $84000 or

5.1% in 2011 compared to the prior year full year of expenses relating to our new Seneca County

location including maintenance expenses and depreciation were higher in 2011 compared to 2010

Data processing expenses totaled $1.0 million in 2011 an increase of 3.3% over the prior year

The costs associated with operating the Companys core processing system contributed to the increase

offset by savings recognized by reduction in data connectivity charges and overall technology

maintenance expense

Professional fees as of December 31 2011 increased 3.7% year over year We incurred higher

fees during 2011 relating to amounts paid to third party providers of compliance monitoring software

FDIC deposit insurance expense as of December 31 2011 decreased $90000 or 12.2%

compared to the same period in 2010 as result of changes to the FDIC assessment method that took

effect in the second quarter of 2011

Other expenses increased by $263000 or 20.2% as of December 31 2011 over the same prior

year period We incurred higher fees during 2011 relating amounts paid to outside consultants for

assistance on sales training initiative as well as higher postage costs contributions and sponsorships

and events and materials for new customer experience initiative

Income Tax Expense

The provision for income taxes provides for Federal and New York State income taxes The

provision for 2011 was $1.8 million compared to $1.5 million for the same period in 2010 The

effective tax rate for 2011 was 25.5% compared to 26.2% for 2010 The decrease in the effective tax

rate was due primarily to higher level of investment in tax-exempt securities
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Financial Condition

Financial Condition as of December 31 2011 and 2010

Total assets were $555.5 million at December 31 2011 up $41.9 million or 8.2% over

December 31 2010 Asset growth year over year was primarily in loans which were up $47.3 million or

15.1% over December 31 2010 Total deposits at December 31 2011 were $461.0 million up

$37.0 million or 8.7% over December 31 2010 driven by increases in demand deposits and money

market balances

Investment securities totaled $154.6 million at December 31 2011 compared to $162.6 million

at the end of 2010 The decrease of $7.9 million is the result of managements decision to fund loan

growth with runoff from the investment portfolio primarily principal repayments from mortgage-backed

securities

Loans totaled $360.0 million or 64.8% of total assets at December 31 2011 compared to

$312.6 million or 60.9% of total assets at December 31 2010 Commercial loans at December 31 2011

which include commercial and agriculture real estate and commercial and agriculture loans were up

$22.8 million or 13.9% over December 31 2010 The consumer portfolios at December 31 2011 which

include residential real estate and consumer installment loans were up $24.5 million or 16.5% compared

to year-end 2010 primarily in residential mortgage loans and home equity loans

Composition of Loan Portfolio

Dollars in thousands

December 31 2011 December 31 2010 December 31 2009

Balances Percentage Balances Percentage Balances Percentage

Commercial Loans

Commercial real estate 84193 23.4% 72978 23.4% 73223 25.4%

Agriculture real estate 20839 5.8% 19792 6.3% 17359 6.0%

Commercial loans 58778 16.3% 51439 16.5% 47445 16.5%

Agriculture loans 23024 6.4% 19790 6.3% 20975 7.3%

Total Commercial loans 186834 1.9% 163999 52.5% 159002 55.2%

Consumer Loans

1-4 family 91883 25.5% 72805 23.3% 58569 20.3%

Home equity 51800 14.4% 48168 15.4% 43333 15.0%

Direct installment 14413 4.0% 12916 4.1% 12416 4.3%

Indirect installment 15021 4.2% 14741 4.7% 14906 5.2%

TotalConsumerloans 173117 48.1% 148630 47.5% 129224 44.8%

Total Loans 359951 100.0% 312629 100.0% 288226 100.0%

Allowance for loan losses 7001 6441 4912

Total loans net $352950 $306188 $283314

Nonperforming loans defined as accruing loans greater than 90 days past due and non-accrual

loans totaled 1.65% of total loans outstanding at December 31 2011 as compared with 1.79% at
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December 31 2010 The allowance for loan losses totaled $7.0 million or 1.94% of total loans

outstanding at December 31 2011 as compared with $6.4 million or 2.06% of total loans at

December 31 2010

The adequacy of our allowance for loan losses is reviewed quarterly by management with

consideration given to loan concentrations charge-off history delinquent loan percentages and general

economic conditions Management believes the allowance for loan losses is adequate for losses from

existing loans

Total deposits were $461.0 million at December 31 2011 up $37.0 million over

December 31 2010 The growth in total deposits from December 31 2010 was mainly in money market

and savings accounts which were up $28.9 million or 16.4% Noninterest bearing deposit balances were

up $9.4 million or 11.2% Interest-bearing checking accounts totaled $47.4 million up $1.6 million or

3.4% over the prior year end Time deposit balances were down $2.9 million or 2.5%

The following is summary of deposit balances for the dates indicated

Dollars in Thousands December 31 2011 December 31 2010 December 2009

Balances Percentage Balances Percentage Balances Percent

Demand deposits 93797 20.3% 84357 19.9% 72549 19.0%

NOW accounts 47410 10.3% 45836 10.8% 41373 10.8%

Savingsandmoneymarket 204737 44.4% 175820 41.5% 138782 36.3%

Timedeposits 115055 25.0% 117993 27.8% 129630 33.9%

Total Deposits $460999 100.0% $424006 100.0% 382334 100.0%

Other funding sources include securities sold under agreements to repurchase borrowings from

the Federal Home Loan Bank and junior subordinated debentures These funding sources totaled

$51.3 million at December 31 2011 down $2.4 million or 4.5% from $53.7 million at

December 31 2010

Stockholders Equity

Total stockholders equity was up $4.3 million or 13.7% to $35.9 million at December 31 2011

from $31.6 million at December 31 2010 The increase was mainly due to our strong earnings

reflecting net income of $5.1 million less dividends declared of $1.2 million Additional paid-in capital

increased by $105000 during 2011 relating to the issuance of treasury stock in excess of its original

cost

Accumulated other comprehensive loss totaled $782000 at December 31 2011 posting net

gain of $339000 from the net unrealized loss of $1.1 million at December 31 2010 The change

resulted from $1.9 million increase in unrealized gains on available-for-sale securities net of tax due

to lower market rates $1.2 million increase in net losses related to pension and postretirement benefit

plans net of tax and an increase of $329000 in net unrealized losses relating to our interest rate swap

net of tax Under regulatory requirements amounts reported as accumulated other comprehensive

income/loss related to net unrealized gain or loss on available-for-sale securities the funded status of the

defined benefit and post-retirement benefit plans and the net unrealized gain or loss on interest rate

swaps do not increase or reduce regulatory capital and are not included in the calculation of risk-based

capital and leverage ratios
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Quantitative and Qualitative Disclosures About Market Risk

Our primary market risk is interest rate risk which is defined as the potential variability of our

earnings that arises from changes and volatility in market interest rates Changes in market interest rates

whether they are increases or decreases and the pace at which the changes occur can trigger repricings

and changes in the pace of payments which individually or in combination may affect our net interest

income and net interest margin either positively or negatively

Most of the yields on our earning assets including floating-rate loans and investments are

related to market interest rates So is our cost of funds which includes the rates we pay on interest-

bearing deposits and borrowings Interest rate sensitivity occurs when the interest income yields we

earn on our assets changes at pace that differs from the interest expense rates we pay on liabilities

Our Asset and Liability Committee ALCO monitors our sensitivity to interest rates and

approves strategies to manage our exposure to interest rate risk Our goal is to maximize the growth of

net interest income on consistent basis by minimizing the effects of fluctuations associated with

changing market interest rates In other words we want changes in loans and deposit balances rather

than changes in the market interest rates to be the primary drivers of growth in net interest income

We measure net interest income at-risk by estimating the changes in net interest income resulting

from instantaneous and sustained parallel shifts in interest rates of plus or minus 200 basis points over

twelve-month period This provides basis or benchmark for the ALCO to manage our interest rate risk

profile

Presented below is table showing the Banks interest rate risk profile at December 31 2011 and

2010 Our model suggests the Banks interest rate risk has improved from December 31 2010 for both

an increasing and decreasing rate environment

Estimated

Changes in Interest Percentage Change in

Rates Future Net Interest Income

Basis points 2JI

200 3.9% 0.6

200 0.6% 6.2%

Interest Sensitivity

An important element of both earnings performance and liquidity is management of interest rate

sensitivity Interest rate sensitivity management involves comparison between the maturity and re

pricing dates of interest-earning assets and interest-bearing liabilities with the goal being to minimize

the impact on net interest income in periods of extreme fluctuations in interest rates

useful measure of the Companys interest rate risk is interest sensitivity gap the difference

between interest sensitive assets and interest sensitive liabilities in specific time interval Interest rate

gap analysis measures the relative dollar amounts on interest-earning assets and interest-bearing

liabilities which re-price within specific time period either through maturity or rate adjustment

positive gap for given period means that the amount of interest earning assets maturing or otherwise

re-pricing exceeds the amount of interest-bearing liabilities maturing or otherwise re-pricing within the

same period Accordingly in rising interest rate environment an institution with positive gap would
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generally be expected absent the effects of other factors to experience greater increase in the yields of

its assets relative to the cost of its liabilities Conversely the cost of funds for an institution with

positive gap would generally be expected to decline less quickly in falling interest rate environment

Changes in interest rates generally have the opposite effect on an institution with negative gap

The Bank currently has positive gap over the short term which suggests that the net yield on

interest earning assets and liabilities may increase during periods of rising interest rates However

simple interest rate gap analysis by itself may not be an accurate indicator of how net interest income

will be affected by changes in interest rates Income associated with interest-earning assets and costs

associated with interest-bearing liabilities may not be affected uniformly by changes in interest rates In

addition the magnitude and duration of changes in interest rates may have significant impact on net

interest income Although certain assets and liabilities may have similar maturities or periods of re

pricing they may react in different degrees to changes in market interest rates Interest rates on certain

types of assets and liabilities fluctuate in advance of changes in general market interest rates while

interest rates on other types may lag behind changes in general market rates In the event of change in

interest rates prepayment and early withdrawal levels also could deviate significantly from those

assumed in calculating the interest-rate gap The ability of many borrowers to service their debts also

may decrease in the event of an interest rate increase

The table below presents the Banks interest rate sensitivity at December 31 2011

Determinations of investment and loan maturities are based upon contractual terms of each asset

Because certain categories of securities and loans are prepaid before their maturity date even without

regard to interest rate fluctuations certain assumptions have been made to calculate the expected

maturity of securities and loans
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Interest Rate Sensitivity

0-3 4-6 7-12 1-5

In thousands
Months Months Months Years Years Total

Assets

Fed funds sold

Interest bearing deposits in banks 5326 5326

Investment securities at amortized 12322 12203 24669 77983 23779 150956

cost

Loans 101520 53035 42053 127439 35904 359951

Total interest sensitive assets 119168 $65238 66722 $205422 59683 516233

Liabilities

Demand/NOW 7324 4692 37731 91460 141207

Money market and savings 62972 42 54 80364 61305 204737

Time deposits 6660 31954 51507 24934 115055

Securities sold under agreement

to repurchase 7058 7058

Borrowings from Federal Home Loan 25000 10000 35000

Bank

Junior subordinated debentures 6190 3027 9217

Total interest sensitive liabilities 115204 $41996 56253 143029 155792 $512274

GAP
Period 3964 23242 10469 62393 96109 3959

Cumulative 3964 27206 37675 100068 3959

Liquidity

Lyons Bancorp Inc as the parent corporation of the Bank is company separate and apart from

the Bank that must provide for its own liquidity Lyons Bancorp Inc.s main sources of liquidity as

holding company are dividends from the Bank and net proceeds from borrowings and capital securities

offerings Our main uses of liquidity are the payment of dividends to our shareholders the payment of

interest on our subordinated debentures and limited expenses The ability of the Bank to pay dividends

is subject to various regulatory limitations During 2012 we expect that we can meet our holding

company liquidity needs from the reserves we hold See Supervision Limits on Dividends and Other

Payments for more information

On consolidated basis liquidity describes our ability to meet the financial obligations that arise

during the ordinary course of business for us and our subsidiaries Liquidity is primarily needed to meet

the borrowing and deposit withdrawal requirements of the Banks customers and to fund current and

planned expenditures Our funding sources include cash flows from operations deposits scheduled

amortization and prepayments of loan principal and mortgage-backed securities maturities and calls of

securities borrowings and capital raising transactions

The Banks first preference is to fund liquidity needs with core deposits which include interest

bearing and noninterest bearing deposits if available in the marketplace Core deposits are generated

from large base of consumer corporate agricultural and municipal customers which over the past

several years have become more geographically diverse as result of the expansion of the Banks

1479910



businesses Nevertheless in recent years the Bank has faced increased competition in offering services

and products from large array of financial market participants including banks thrifts credit unions

mutual funds securities dealers and others Core deposits financed 8.7% of the Banks earning assets

at December 31 2011 compared with 87.2% December 31 2010

The Banks retail core deposit base has been historically loyal An overwhelming percentage

of customers with time deposit accounts maintain their deposits with the Bank upon maturity Moreover

concurrent with the Banks growth strategies similar new retail markets have been entered into during

the last eight years expanding the Banks customer base Historically these new markets reflect the

same customer loyalty patterns In addition the Bank has focused on garnering larger deposit share of

the markets it currently services

The Bank supplements funding provided through core deposits with various short-term and long-

term wholesale sources including brokered certificates of deposit federal funds purchased and

securities sold under agreement to repurchase and borrowings from the Federal Home Loan Bank of

New York FHLB As of December 31 2011 and 2010 the Bank had $25.7 million and $16.0 million

respectively of availability from Federal Home Loan Bank of New York subject to collateral

availability

The Bank also has the ability to borrow from the Federal Reserve Bank of New York FRB
The amount of borrowing capacity at the FRB is dependent upon the balance of loans and securities

pledged as collateral There were no borrowings outstanding under this facility at either

December 31 2011 or 2010 Additional sources of funding are available to the Bank through

arrangements for unsecured short-term borrowings from other banks There were no unsecured short-

term borrowings from other banks outstanding at December 31 2011 or 2010 In general these

borrowings would be unsecured and would mature within one to five business days Should the Bank

experience substantial deterioration in its financial condition or should the availability of short-term

funding become restricted the Banks ability to obtain funding from these sources could be negatively

impacted

Other sources of liquidity include maturities of investment securities repayment of loans and

cash generated from operations such as fees collected for services See Business Investments for

maturity distribution of the Banks investment securities portfolio We also engage in various capital

management strategies such as the offering under the Plan being made by this offering circular to assist

us in meeting our liquidity needs

Management closely monitors the Banks liquidity positions for compliance with internal

policies and believes the available sources of liquidity are adequate to meet funding needs anticipated in

the normal course of business Management does not anticipate engaging in any activities either

currently or in the long-term which would cause significant strain on our liquidity

The relationship between our consolidated gross loans and consolidated total deposits provides

useful measure of our liquidity Repayment of loans tends to be less predictable than the maturity of

investments and other liquid resources therefore the higher our consolidated loan-to-deposit ratio the

lower our long-term liquidity On the other hand since we realize greater yields and higher interest

income on loans than we do on investments lower loan-to-deposit ratio can adversely affect interest

income and earnings As result managemenfs goal is to achieve loan-to-deposit ratio that

appropriately balances the requirements of liquidity and the need to generate fair return on assets At

December 31 2011 the ratio of loans-to-deposits was 78.1% compared to 73.7% at

December 31 2010
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The Company has not identified any trends or circumstances that are reasonably likely to result

in material increases or decreases in liquidity in the near term

The Company continues to evaluate the potential impact on liquidity management of regulatory

proposals including Basel HI and those required under the Dodd-Frank Act as they continue to progress

through the final rule-making process

Off-Balance-Sheet Obligations

The Bank is party to financial instruments with off-balance-sheet risk in the normal course of

business to meet the financing needs of its customers These financial instruments include commitments

to extend credit and standby letters of credit Those instruments involve to varying degrees elements of

credit risk in excess of the amount recognized in the balance sheet The Banks exposure to credit loss in

the event of non-performance by the other party to the financial instrument for commitments to extend

credit and standby letters of credit is represented by the contractual notional amount of those

instruments The Bank uses the same credit policies in making commitments and conditional obligations

as it does for on-balance-sheet instruments

The Banks contingent liabilities and commitments as of December 31 2011 and 2010 are as

follows

In thousands

2011 2010

Commitments to grant loans 45191 32959
Unfunded commitments under commercial lines of credit 38006 35878
Unfunded commitments under consumer lines of credit 34078 32714
Standby letters of credit 8061 6384
Total 125336 107935

In December 2009 the Company entered into an interest rate swap agreement swap with an

effective date of February 23 2011 The Company designated the swap as cash flow hedge and it is

intended to protect against the variability of cash flows associated with Trust II The swap modifies the

pricing characteristic of Trust II wherein the Company receives interest at three-month LIBOR plus

2.65% from counterparty and pays fixed rate of interest of 6.80% to the same counterparty calculated

on notional amount of $5.0 million This agreement will expire on November 23 2019 The swap

agreement was entered into with counterparty that met the Companys credit standards and the

agreement contains collateral provisions protecting the at-risk party The Company believes that the

credit risk inherent in this contract is not significant At December 31 2011 the Company pledged

$1010000 cash collateral to the counterparty

At December 31 2011 and 2010 the fair value of the swap agreement was loss of $933000

and $383000 respectively and was the amount the Company would have expected to pay to terminate

the agreement

1479910



Capital

Capital adequacy refers to the level of capital required to sustain asset growth over time and to

fund our dividend and interest payments Our objective is to maintain level of capitalization that is

sufficient to take advantage of profitable growth opportunities while meeting regulatory requirements

The primary measures used by management to monitor our capital adequacy are the bank regulatory

capital requirements

Our primary source of capital has been the Banks retained earnings and our capital raising

transactions During the last three years our stockholders equity has increased to $35.8 million as of

December 31 2011 from $29.6 million at December 31 2008

The proceeds from the current offering of common stock are part of managements capital

planning policy to ensure compliance with regulations and to permit future expansion The infusion of

this new capital is expected to increase our capital resources and to have an impact on the consolidated

capital position of Lyons Bancorp Inc and the Bank

Critical Accounting Policies Judgments and Estimates

Our accounting and reporting policies conform with accounting principles generally accepted in

the United States of America and general practices within the financial services industry The

preparation of financial statements in conformity with accounting principles generally accepted in the

United States requires management to make estimates and the assumptions that affect the amounts

reported in the financial statements and the accompanying notes Actual results could differ from those

estimates

We have developed methodology to measure the amount of estimated loan loss exposure

inherent in the loan portfolio to assure that an adequate allowance is maintained Our methodology is

based upon guidance provided in SEC Staff Accounting Bulletin No 102 Selected Loan Loss

Allowance Methodology and Documentation Issues and includes allowance allocations calculated in

accordance with Accounting Standards Codification ASC Topic 310 Receivables and allowance

allocations calculated in accordance with ASC Topic 450 Contingencies The Companys methodology

for determining and allocating the allowance for loan losses focuses on ongoing reviews of larger

individual loans and leases historical net charge-offs delinquencies in the loan portfolio the level of

impaired and nonperforming assets values of underlying loan collateral the overall risk characteristics

of the portfolios changes in character or size of the portfolios geographic location current economic

conditions changes in capabilities and experience of lending management and staff and other relevant

factors The various factors used in the methodologies are reviewed on periodic basis

The determination of the adequacy of the allowance for loan losses is based on estimates that are

particularly susceptible to significant changes in the economic environment and market conditions

While management uses available information to recognize losses on loans further reductions in the

carrying amounts of loans may be necessary because of uncertainties associated with local economic

conditions collateral values and future cash flows on impaired loans In addition regulatory agencies

as an integral part of their examination process periodically review the estimated losses on loans Such

agencies may require the Bank to recognize additional losses based on their judgments about

information available to them at the time of their examination Because of these factors it is reasonably

possible that the estimated losses on loans may change materially in the near term However the amount

of the change that is reasonably possible cannot be estimated
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Another critical accounting policy is the policy for pensions and other post-retirement benefits

The calculation of the expenses and liabilities related to pensions and post-retirement benefits requires

estimates and assumptions of key factors including but not limited to discount rate return on plan

assets future salary increases employment levels employee retention and life expectancies of plan

participants We use an actuarial firm in making these estimates and assumptions Changes in these

assumptions due to market conditions governing laws and regulations or Company specific

circumstances may result in material changes to our pension and other post-retirement expenses and

liabilities

Another critical accounting policy is the policy for reviewing available-for-sale securities and

held-to-maturity securities to determine if declines in fair value below amortized cost are other-than-

temporary as required by FASB ASC Topic 320 Investments Debt and Equity Securities When an

other-than-temporary impairment has occurred the amount of the other-than-temporary impairment

recognized in earnings depends on whether we intend to sell the security or more likely than not will be

required to sell the security before recovery of its amortized cost basis less any current-period credit

loss If we intend to sell the security or more likely than not will be required to sell the security before

recovery of its amortized cost basis less any current-period credit loss the other-than-temporary

impairment is recognized in earnings equal to the entire difference between the investments amortized

cost basis and its fair value at the balance sheet date If we do not intend to sell the security and it is not

more likely than not that we will be required to sell the security before recovery of its amortized cost

basis less any current-period credit loss the other-than-temporary impairment is separated into the

amount representing the credit loss and the amount related to all other factors The amount of the total

other-than-temporary impairment related to the credit loss is recognized in earnings In estimating other

than-temporary impairment losses management considers among other factors the length of time and

extent to which the fair value has been less than cost the financial condition and near term prospects of

the issuer underlying collateral of the security and the structure of the security
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SUPERVISION AND REGULATION

Bank holding companies financial holding companies and national banks are extensively

regulated under both state and federal law The following is summary of certain laws and regulations

that affect Lyons Bancorp Inc and the Bank It is not intended to be an exhaustive description of the

laws and regulations applicable to Lyons Bancorp Inc and the Bank To the extent that the following

information describes statutory or regulatory provisions it is qualIed in its entirety by reference to the

actual statutes and regulations Any change in applicable laws or regulations may have material

adverse effect on our business and prospects and those of the Bank

Supervision regulation and examination of Lyons Bancorp Inc and the Bank is designed

primarily for the protection of depositors and not for Lyons Bancorp Inc or its shareholders

Bank Holding Company Regulation

General

Lyons Bancorp Inc is bank holding company under the Bank Holding Company Act of 1956

the BHCA and the Gramm-Leach-Bliley Act of 1999 the GLB Act As such we are regulated

by the Board of Governors of the Federal Reserve System the Federal Reserve Board As bank

holding company we are required to file with the Federal Reserve Board an annual report and additional

information as required by the Federal Reserve Board pursuant to the BHCA The Federal Reserve

Board makes regular examinations of us and may make examinations of our subsidiaries

Acquisition of Banks

The BHCA requires prior approval of the Federal Reserve Board where bank holding company

proposes to acquire direct or indirect ownership of control of more than 5% of the voting shares of any

bank unless it owns majority of such banks voting shares or otherwise to control bank or to merge

or consolidate with any other financial or bank holding company This requirement could have the

effect of delaying or preventing any potential merger with or acquisitions by other institutions which

could limit our growth and the return to investors

Permitted Activities

In November 1999 Congress enacted the GLB Act which made substantial revisions to the

statutory restrictions separating banking activities from certain other financial activities Under the GLB

Act bank holding companies that are well capitalized and well managed and meet certain other

conditions can elect to become financial holding companies

bank holding company may acquire direct or indirect ownership or control of voting shares of

any company that is engaged directly or indirectly in banking managing or controlling banks or

performing services for its authorized subsidiaries bank holding company may also engage in or

acquire an interest in company that engages in activities which the Federal Reserve has determined by

regulation or order to be so closely related to banking as to be proper incident to these activities
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Source of Financial Strength

The Federal Reserve Board policy requires that bank holding company serve as source of

financial and managerial strength to its subsidiary banks and not conduct its operations in an unsafe or

unsound manner In addition it is the Federal Reserve Boards policy that in serving as source of

strength to its subsidiary banks financial holding company should stand ready to use available

resources to provide adequate capital funds to its subsidiary banks This support may be required during

periods of financial stress or adversity in circumstances where we might not do so absent such policy

bank holding company is expected to maintain the financial flexibility and capital-raising capacity to

obtain additional resources for assisting its subsidiary banks The failure of bank holding company to

serve as source of strength to its subsidiary banks generally would be considered by the Federal

Reserve Board to be an unsafe and unsound banking practice violation of Federal Reserve Board

regulations or both This policy could however limit our growth and the return to investors by

restricting activities in which we may engage such as the payment of dividends and mergers with or

acquisitions by other institutions

Transactions With Affiliates

Lyons Bancorp Inc is legal entity separate and distinct from the Bank The Bank is subject to

restrictions under federal law which limits the extensions of credit to and certain other transactions

with affiliates Lyons Bancorp Inc and the Bank are subject to Section 23A of the Federal Reserve

Act Section 23A defines covered transactions which include extensions of credit and limits banks

covered transactions with any affiliate to 10% of that banks capital and surplus All covered and

exempt transactions between bank and its affiliates must be on terms and conditions consistent with

safe arid sound banking practices and banks and their subsidiaries are prohibited from purchasing low-

quality assets from the banks affiliates Finally Section 23A requires that all of banks extensions of

credit to an affiliate be appropriately secured by acceptable collateral generally United States

government or agency securities

Bank Regulation

Office of the Comptroller of the Currency Supervision

The Bank is national bank and as such is supervised and regularly examined by the Office of

the Comptroller of the Currency 0CC The various laws and regulations administered by the 0CC
affect corporate practices such as payment of dividends incurring debt and acquisition of financial

institutions and other companies and affect business practices such as payment of interest on deposits

the charging of interest on loans types of business conducted and location of offices There are no

regulatory orders or outstanding issues resulting from regulatory examinations of the Bank These

regulations could have the effect of limiting our growth and the return to investors by restricting our

ability as parent company to the Bank to declare dividends or engage in mergers with or acquisitions

by other institutions

FDIC Insurance Assessments

The Banks deposits are insured primarily by the Federal Deposit Insurance Corporations

FDIC Bank Insurance Fund The Bank is subject to FDIC deposit insurance assessments It is

possible that insurance assessments could be increased and it is possible that there may be additional

special assessments
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FDIAIFIRA

Under the Federal Deposit Insurance Act FDIA the 0CC possesses the power to prohibit

institutions regulated by it such as the Bank from engaging in any activity that would be unsafe and

unsound banking practice or would otherwise be in violation of law Moreover the Financial

Institutions and Interest Rate Control Act of 1978 FIRA sets forth circumstances under which

officers or directors of bank may be removed by the institutions federal supervisory agency restricts

lending by bank to its executive officers directors principal shareholders or related interests thereof

restricts management personnel of bank from serving as directors or in other management positions

with certain depository institutions whose assets exceed specific amount or which have an office

within specified geographic area and restricts management personnel from borrowing from another

institution that has correspondent relationship with their bank Additionally FIRA provides that no

person may acquire control of bank unless the appropriate federal supervisory agency has been given

60 days prior written notice and within that time has not disapproved the acquisition or extended the

period for disapproval This requirement could have the effect of delaying or preventing any potential

merger with or acquisitions by other institutions which could limit our growth and the return to

investors

Fiscal and Monetary Policies

Our operations and those of the Bank are affected not only by general economic conditions but

also by the economic and monetary policies of various regulatory authorities In particular the Federal

Reserve Board regulates money credit and interest rates in order to influence general economic

conditions These policies have significant influence on overall growth and distribution of loans

investments and deposits and affect interest rates charged on loans or paid for time and savings

deposits Federal Reserve Board monetary policies have had significant effect on the operating results

of commercial banks in the past including the Bank and are expected to continue to do so in the future

Limits on Dividends and Other Payments

Under the New York Business Corporation Law or BCL Lyons Bancorp Inc may pay

dividends only if it is not insolvent and the payment would not render it insolvent Insolvent means

unable to pay debts as they become due in the usual course of business Under the BCL dividends may

only be paid out of earned and under limited circumstances capital surplus and its net assets

remaining after the payment of the dividend must be at least equal to the amount of its stated capital

We expect dividends from the Bank to constitute our major source of funds for servicing our

debt and paying cash dividends on our common stock Federal statutes regulations and policies limit

the circumstances under which the Bank may pay dividends extend credit or otherwise supply funds to

us For example as national bank subject to the jurisdiction of the Federal Reserve Board and the

0CC the Bank must obtain approval for any dividend if the total of all dividends declared in any

calendar year would exceed the total of its net profits as defined by applicable regulations for that year

combined with its retained net profits for the preceding two years Furthermore the Bank may not pay

dividend in an amount greater than its undivided profits then on hand after deducting its losses and bad

debts as defined by applicable regulations At December 31 2011 the Bank had $11.8 million in

retained earnings legally available for the payment of dividends without regulatory approval

In addition the Federal Reserve Board and the 0CC are authorized to determine under certain

circumstances that the payment of dividends would be unsafe or unsound practice and to prohibit

payment of such dividends The payment of dividends that deplete banks capital base could be
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deemed to constitute such an unsafe or an unsound practice The Federal Reserve Board has indicated

that banking organizations should generally pay dividends only out of current operating earnings

Capital Requirements

The Federal Reserve Board has published risk-based guidelines for bank holding companies

The guidelines define the components of capital categorize assets into different risk classes and include

certain off-balance sheet items in the calculation of risk-weighted assets The minimum ratio of

qualified total capital to risk-weighted assets including certain off-balance sheet items such as standby

letters of credit is 8.00% At least half of the qualified total capital must be comprised of Tier capital

which includes common equity retained earnings and limited amount of permanent preferred stock

less goodwill The remainder may consist of Tier capital which consists of limited amount of

subordinated debt other preferred stock certain other instruments and limited amount of loan loss

reserve The sum of Tier capital and Tier capital is the total risk-based capital

In addition the Federal Reserve Board has established minimum leverage ratio of Tier capital

to average quarterly assets less goodwill Leverage Ratio of 3.00% for bank holding companies that

meet certain specific criteria including that they have the highest regulatory rating All other bank

holding companies are required to maintain Leverage Ratio of 3.00% plus an additional cushion of at

least 1.0% to 2.0% The guidelines also provide that banking organizations experiencing internal

growth or making acquisitions will be expected to maintain strong capital positions substantially above

the minimum supervisory levels without significant reliance on intangible assets Higher capital may be

required in individual cases depending upon bank holding companys risk profile All bank holding

companies and banks are expected to hold capital commensurate with the level and nature of their risks

including the volume and severity of their problem loans Lastly the Federal Reserves guidelines

indicate that the Federal Reserve will continue to consider Tangible Tier Leverage Ratio
calculated by deducting all intangibles in evaluating proposals for expansion or new activity The

Federal Reserve has not advised us of any specific minimum Leverage Ratio or Tangible Tier

Leverage Ratio

The Federal Deposit Insurance Corporation Improvement Act of 1991 FDICIA requires the

federal banking agencies to take prompt corrective action in respect of depository institutions that do

not meet minimum capital requirements FDICIA established five capital tiers well capitalized

adequately capitalized undercapitalized significantly undercapitalized and critically

undercapitalized depository institutions capital tier will depend upon how its capital levels

compare to various measures and certain other factors as established by regulation

The capital measures used by the federal banking regulators are

the Total Capital ratio which is the total of Tier capital and Tier capital

the Tier capital ratio and

the Leverage Ratio

Under these regulations bank will be

well capitalized if it has total capital ratio of 10% or greater Tier capital ratio of

6% or greater and is not subject to any written agreement order capital directive or
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prompt corrective action directive by federal bank regulatory agency to meet and

maintain specific capital level for any capital measure

adequately capitalized if it has total capital ratio of 8% or greater Tier capital

ratio of 4% or greater and Leverage Ratio of 4% or greater or 3% in certain

circumstances and is not well capitalized

undercapitalized if it has total capital ratio of less than 8% or Tier capital ratio of

less than 4% or 3% in certain circumstances

significantly undercapitalized if it has total capital ratio of less than 6% Tier

capital ratio of less than 3% or Leverage Ratio of less than 3% or

critically undercapitalized if its tangible equity is equal to or less than 2% of average

quarterly tangible assets

The 0CC imposes on the Bank the same capital requirements as apply to Lyons Bancorp Inc

under the Federal Reserve Board risk-based guidelines As of December 31 2011 all of the capital

ratios of Lyons Bancorp Inc and the Bank exceeded the required minimums These requirements

however could limit our growth and the return to investors by restricting the activities in which we may

engage such as the payment of dividends and mergers with or acquisitions by other institutions

The following table shows the risk-based capital ratios and leverage ratio for Lyons Bancorp

Inc compared to regulatory requirements for each at December 31 2011

Regulatory Lyons Bancorp Inc

Capital Ratio Minimum
Amount Percenta2e

Total risk based 800%

Actual $50110 13.77%

Minimum required
$36379 10.00%

Tier risk-based 4.00%

Actual $45562 12.52%

Minimum required
$21827 6.00%

Leverage ratio 4.00%

Actual $45562 8.36%

Minimum required $27242 5.00%

Represents the highest well-capitalized minimum requirement Financial institutions that are contemplating

acquisitions or are anticipating or experiencing significant growth may be required to maintain substantially higher

leverage ratio

Community Reinvestment Act

The Community Reinvestment Act of 1977 CRA requires the 0CC to assess the record of all

financial institutions regulated by it to determine if these institutions are meeting the credit needs of their

communities including low and moderate income neighborhoods and to take this record into account in

its evaluation of any application made by any such institutions for among other things approval of

branch or other deposit facilities office relocations and mergers or acquisitions of bank shares The
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CRA does not establish specific lending requirements or programs for financial institutions nor does it

limit an institutions discretion to develop the types of products and services that it believes are best

suited to its particular community consistent with the CRA The Financial Institutions Reform

Recovery and Enforcement Act see below amended the Community Reinvestment Act to require

among other things which the 0CC make available to the public an evaluation of each banks record

meeting the credit needs of its entire community including low and moderate income neighborhoods

This evaluation includes rating of outstanding satisfactory needs to improve or substantial

noncompliance and statement describing the basis for the rating In its last examination issued on

September 30 2010 the 0CC assigned rating of satisfactory to the Bank

In the case of bank holding company applying for approval to acquire bank or other bank

holding company the Federal Reserve will assess the records of each subsidiary depository institution of

the applicant bank holding company and such records may be the basis for denying the application

less than satisfactory CRA rating will slow if not preclude expansion of banking activities This could

limit our growth and the return to investors by restricting these activities

Current CRA regulations rate institutions based on their actual performance in meeting

community credit needs CRA performance is evaluated by the FDIC Lyons Bancorp Inc.s primary

federal regulator using lending test an investment test and service test The FDIC also will

consider demographic data about the community the institutions capacity and constraints

the institutions product offerings and business strategy and data on the prior performance of the

institution and similarly situated lenders Bank holding company subsidiaries must receive

satisfactory or better CRA ratings to engage in bank holding company or subsidiary activities

permitted by the GLB Act

The GLB Act requires banks and their affiliates companies to adopt and disclose privacy

policies including policies regarding the sharing of personal information they obtain from customers

with third parties

Financial Institutions Reform Recovery and Enforcement Act

The Financial Institutions Reform Recovery and Enforcement Act FIRREA gives federal

banking agencies broader and more stringent enforcement authorities reaching wider range of persons

and entities For example FIRREA increases civil and criminal penalties and expands the

universe of persons subject to enforcement under FDIA by specifying that an institution-affiliated

party subject to enforcement means any director officer employee or controlling shareholder

other than bank holding company of or agent for an insured depository institution any other

person who has filed or is required to file change-in-control notice any shareholder other than

bank holding company consultant joint venture partner and any other person as determined by the

appropriate federal banking agency by regulation or on case-by-case basis who participates in the

conduct of the affairs of an insured depository institution and any independent contractor including

an attorney appraiser or accountant who knowingly or recklessly participates in any violation of any

law or regulation any breach of fiduciary duty or any unsafe or unsound practice which caused or is

likely to cause more than minimal financial loss to or significant adverse effect on the institution

FIRREA also provides that in addition to any other rights of the FDIC under applicable law

director or officer of depository institution may be held personally liable for monetary damages in any

action brought by or for the benefit of the FDIC as conservator or receiver assigned from the FDIC as

conservator or receiver or assigned in connection with an assistance transaction if the director or officer

was grossly negligent or engaged in more culpable conduct such as intentional malfeasance This
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provision preempts any contrary state law including presumably state law provisions designed to

impose lower standard of conduct for the culpability of corporate directors

Federal Deposit Insurance Corporation Improvement Act of 1991

In 1991 the Congress enacted the FDICIA FDICIA substantially revises the depository

institution regulatory and funding provisions of the Federal Deposit Insurance Act and makes revisions

to several other federal banking statutes

FDICIA requires the federal banking regulators to take prompt corrective action in respect of

depository institutions that do not meet minimum capital requirements FDICIA establishes five capital

categories well capitalized adequately capitalized undercapitalized significantly

undercapitalized and critically undercapitalized

Under the regulations well capitalized institution has minimum total capital to total risk-

weighted assets ratio of at least 10% minimum Tier capital to total risk-weighted assets ratio of at

least 6% minimum leverage ratio of at least 5% and is not subject to any written order agreement or

directive an adequately capitalized institution has total capital to total risk-weighted assets ratio of

at least 8% Tier capital to total risk-weighted assets ratio of at least 4% and leverage ratio of at

least 4% 3% if given the highest regulatory rating and not experiencing significant growth but does

not qualify as well capitalized An undercapitalized institution fails to meet any one of the three

minimum capital requirements significantly undercapitalized institution has total capital to total

risk-weighted assets ratio of less than 6% Tier capital to total risk-weighted assets ratio of less than

3% or Tier leverage ratio of less than 3% critically undercapitalized institution has Tier

leverage ratio of 2% or less Under certain circumstances well capitalized adequately capitalized

or undercapitalized institution may be required to comply with supervisory actions as if the institution

was in the next lowest capital category The Bank is currently classified by the FDIC as well

capitalized

FDICIA generally prohibits depository institution from making any capital distribution

including payment of dividend or paying any management fee to its holding company if the depository

institution would thereafter be undercapitalized Undercapitalized depository institutions are also

subject to restrictions on borrowing from the Federal Reserve System In addition undercapitalized

depository institutions are subject to growth and activity limitations and are required to submit

acceptable capital restoration plans Such plan will not be accepted unless among other things the

depository institutions holding company guarantees the capital plan up to an amount equal to the lesser

of five percent of the depository institutions assets at the time it becomes undercapitalized or the

amount of the capital deficiency when the institution fails to comply with the plan The federal banking

agencies may not accept capital plan without determining among other things that the plan is based

on realistic assumptions and is likely to succeed in restoring the depository institutions capital If

depository institution fails to submit an acceptable plan it is treated as if it is significantly

undercapitalized and may be placed into conservatorship or receivership

Significantly undercapitalized depository institutions may be subject to number of

requirements and restrictions including orders to sell sufficient voting stock to become adequately

capitalized more stringent requirements to reduce total assets cessation of receipt of deposits from

correspondent banks further activity restricting prohibitions on dividends to the holding company and

requirements that the holding company divest its bank subsidiary in certain instances Subject to certain

exceptions critically undercapitalized depository institutions must have conservator or receiver

appointed for them within certain period after becoming critically undercapitalized
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Consumer Regulations

Interest and certain other charges collected or contracted for by Lyons Bancorp Inc are subject

to state usury laws and certain federal laws concerning interest rates Lyons Bancorp Inc.s loan

operations are also subject to certain federal laws applicable to credit transactions such as

the federal Truth-In-Lending Act governing disclosures of credit terms to consumer

borrowers

the Home Mortgage Disclosure Act of 1975 requiring financial institutions to provide

information to enable the public and public officials to determine whether financial

institution is fulfilling its obligation to help meet the housing needs and the community it

serves

the Equal Credit Opportunity Act prohibiting discrimination on the basis of race creed or

other prohibited factors in extending credit

the Fair Credit Reporting Act of 1978 governing the use and provision of information to

credit reporting agencies

the Fair Debt Collection Act governing the manner in which consumer debts may be

collected by collection agencies

the rules and regulations of the various federal agencies charged with the responsibility of

implementing such federal laws

the 2009 regulations outlining steps financial institutions must take to modify or re

finance homes of customers if they are past due on their monthly payments or suspect

may become past due in the foreseeable future and

other 2009 regulations concerning the fees associated with obtaining residential

mortgage

USA Patriot Act of 2001

In October 2001 the USA Patriot Act of 2001 was enacted in response to the terrorist attacks in

New York Pennsylvania and Washington D.C which occurred on September 11 2001 The Patriot Act

is intended to strengthen U.S law enforcements and the intelligence communities abilities to work

cohesively to combat terrorism on variety of fronts The potential impact of the Patriot Act on
financial institutions of all kinds is significant and wide ranging The Patriot Act contains sweeping

anti-money laundering and financial transparency laws and imposes various regulations including

standards for verifying client identification at account opening and rules to promote cooperation among
financial institutions regulators and law enforcement entities in identifying parties that may be involved

in terrorism or money laundering Our failure to comply with these requirements could have serious

legal and reputational consequences for us
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International Money Laundering Abatement and Financial Anti-Terrorism Act of 2001

As part of the USA Patriot Act Congress adopted the International Money Laundering

Abatement and Financial Anti-Terrorism Act of 2001 IMLAFATA IMLAFATA amended the

Bank Secrecy Act and adopted certain additional measures that increase the obligation of financial

institutions including Lyons Bancorp Inc and the Bank to identify their customers watch for and

report upon suspicious transactions respond to requests for information by federal banking regulatory

authorities and law enforcement agencies and share information with other financial institutions The

Secretary of the Treasury has adopted several regulations to implement these provisions Lyons

Bancorp Inc is also barred from dealing with foreign shell banks In addition IMLAFATA expands

the circumstances under which funds in bank account may be forfeited IMLAFATA also amended the

BHC Act and the Bank Merger Act to require the federal banking regulatory authorities to consider the

effectiveness of financial institutions anti-money laundering activities when reviewing an application

to expand operations Lyons Bancorp Inc has in place Bank Secrecy Act compliance program

Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010

On July 21 2010 the President signed into law the Dodd-Frank Act This law resulted in

significant changes to the banking industry The provisions that have received the most public attention

have been those that apply to larger financial institutions however the Dodd-Frank Act does contain

numerous other provisions that affect all banks and bank holding companies and will impact how the

Company and the Bank handle their operations The Dodd-Frank Act requires various federal agencies

including those that regulate the Company and the Bank to promulgate new rules and regulations and to

conduct various studies and reports for Congress The federal agencies are in the process of

promulgating these rules and regulations and have been given significant discretion in drafting such

rules and regulations Several of the provisions of the Dodd-Frank Act may have the consequence of

increasing the Banks expenses decreasing its revenues and changing the activities in which it chooses

to engage The specific impact of the Dodd-Frank Act on our current activities or new financial

activities we may consider in the future our financial performance and the markets in which we operate

will depend on the manner in which the relevant agencies develop and implement the required rules and

regulations and the reaction of market participants to these regulatory developments

The Dodd-Frank Act includes provisions that among other things

Change the assessment base for federal deposit insurance from the amount of insured deposits to

consolidated assets less tangible capital eliminate the ceiling on the size of the Deposit

Insurance Fund DIF and increase the floor applicable to the size of the DIF

Make permanent the $250000 limit on deposits for federal deposit insurance retroactive to

January 2008 and provide unlimited federal deposit insurance until January 2013 for

noninterest bearing demand transaction accounts at all insured depository institutions

Repeal the federal prohibitions on the payment of interest on demand deposits thereby

permitting depository institutions to pay interest on business transaction and other accounts

Centralize responsibility for consumer financial protection by creating new agency responsible

for implementing examining and enforcing compliance with federal consumer financial laws

under the newly created Consumer Financial Protection Bureau CFPB
Apply the same leverage and risk-based capital requirements that apply to insured depository

institutions to most bank holding companies which among other things as applied to the

Company going forward will preclude the Company from including in Tier Capital trust

preferred securities or cumulative preferred stock if any issued on or after May 19 2010 The

Company has not issued any trust preferred securities since May 19 2010
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Require the 0CC to seek to make its capital requirements for national banks countercyclical

Future Legislation and Regulatory Initiatives

It is likely that additional legislation will be considered by Congress that if enacted could have

significant impact on the operations of banks and bank holding companies including Lyons Bancorp

Inc and the Bank
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UNITED STATES FEDERAL INCOME TAXATION

The following is general summary of certain material US federal income tax consequences that

you should consider in relation to the rights offering

General

This summary is based upon provisions of the Internal Revenue Code of 1986 as amended the

Code applicable U.S Treasury Regulations administrative rulings judicial authorities and other

applicable existing U.S federal income tax authorities all of which are subject to change or differing

interpretations possibly with retroactive effect which could result in U.S federal income tax

consequences different from those discussed below

This summary does not provide complete analysis of all potential tax considerations This

summary is only applicable to U.S holders as defined below of common stock who acquire the

subscription rights pursuant to the terms of the rights offering have held the common stock as

applicable and will hold the subscription rights and any shares of common stock acquired upon the

exercise of subscription rights as capital assets generally property held for investment within the

meaning of Section 1221 of the Code This summary does not deal with all tax consequences that may

be relevant to holders in light of their personal circumstances or particular situations such as holders

who may be subject to special tax treatment under the Code including without limitation partnerships

dealers in securities or currencies financial institutions insurance companies regulated investment

companies real estate investment trusts tax-exempt entities or traders in securities that elect to use

mark-to-market method of accounting for their securities persons holding subscription rights or

common stock as part of hedging integrated or conversion transaction or straddle persons deemed to

sell subscription rights or common stock under the constructive sale provisions of the Code persons

whose functional currency is not the U.S dollar investors in pass-through entities foreign taxpayers

and holders who acquired our common stock pursuant to the exercise of compensatory stock options or

otherwise as compensation This summary does not deal with any federal non-income state local or

foreign tax consequences estate or gift tax consequences or alternative minimum tax consequences

As used herein the term U.S holder means beneficial owner of common stock that is for

U.S federal income tax purposes an individual who is citizen or resident of the United States

including an alien individual who is lawful permanent resident of the United States or meets the

substantial presence test under Section 7701b of the Code corporation or other entity treated as

corporation for U.S federal income tax purposes created or organized in or under the laws of the United

States any state thereof or the District of Columbia an estate the income of which is subject to U.S

federal income taxation regardless of its source or trust if it is subject to the primary

supervision of court within the United States and one or more U.S persons have the authority to

control all substantial decisions of the trust or ii has valid election in effect under applicable U.S

Treasury Regulations to be treated as U.S person

If partnership or entity or arrangement treated as partnership for U.S federal income tax

purposes holds our common stock the tax treatment of partner in the partnership will depend upon the

status of the partner and the activities of the partnership Partnerships and their partners should consult

their tax advisors concerning the tax treatment of the receipt and exercise of subscription rights in the

rights offering and the ownership and disposition of our common stock received on exercise of

subscription rights
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Distribution of Subscription Rights

If you hold common stock on the record date for the rights offering you will not recognize

taxable income for U.S federal income tax purposes upon receipt of the subscription rights

Stockholder Basis and Holding Period of the Subscription Rights

In general your basis in the subscription rights received in the offering will be zero However if

either the fair market value of the subscription rights on their date of distribution is 15% or more of

the fair market value on such date of the common stock with respect to which they are received or

ii you properly elect on your U.S federal income tax return for the taxable year in which you receive

the subscription rights to allocate part of the basis of such common stock to the subscription rights then

percentage of your basis in our common stock with respect to which the subscription rights are

received will be allocated to the subscription rights Such percentage will equal the product of your basis

in our common stock with respect to which the subscription rights are received and fraction the

numerator of which is the fair market value of subscription right and the denominator of which is the

fair market value of share of our common stock plus the fair market value of subscription right all as

determined on the date the subscription rights are distributed We have not obtained and do not

currently intend to obtain an appraisal of the fair market value of the subscription rights on the date the

subscription rights are distributed In determining the fair market value of the subscription rights you

should consider all relevant facts and circumstances including any difference between the subscription

price of the subscription rights and the trading price of our common stock on the date that the

subscription rights are distributed the length of the period during which the subscription rights may be

exercised and the fact that the subscription rights are non-transferable

Your holding period with respect to the subscription rights you receive will include your holding

period for the common stock with respect to which the subscription rights were distributed

Lapse of the Subscription Rights

If you allow the subscription rights you receive to expire unexercised you will not recognize any

gain or loss on the expiration of your subscription rights and the tax basis of the common stock you own

with respect to which such subscription rights were distributed will equal the tax basis in such common

stock immediately before the receipt of the subscription rights in this rights offering

Exercise of the Subscription Rights Basis and Holding Period of Common Stock Acquired

Upon Exercise

You will not recognize any gain or loss upon the exercise of your subscription rights Your basis

in the shares of common stock acquired through exercise of the subscription rights will be equal to the

sum of the subscription price you paid to exercise the subscription rights and your basis in such

subscription rights if any The holding period for the shares of common stock acquired through exercise

of the subscription rights will begin on the date you exercise your subscription rights

Distributions on Common Stock Received Upon Exercise of Subscription Rights

You will recognize ordinary income upon the receipt of any dividend or other distribution on the

shares of common stock you acquire upon exercise of the subscription rights to the extent of our current

and accumulated earnings and profits for the taxable year in which the distribution is made If you are

non-corporate holder distributions paid out of current and accumulated earnings and profits will be

qualified dividends and under current law will be taxed at the holders long-term capital gains tax rate

maximum rate of 15% provided that the holder meets applicable holding period and other

requirements Distributions paid out of our current and accumulated earnings and profits received by

corporate holders are taxable at ordinary corporate tax rates subject to any applicable dividends

received deduction distribution in excess of our current and accumulated earnings and profits will
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constitute non-taxable return of capital to the extent of your adjusted tax basis in your shares of

common stock acquired upon exercise of the subscription rights and thereafter will constitute capital

gain from the sale or exchange of such shares of common stock

Sale of Common Stock Acquired Upon Exercise of Subscription Rights

If you sell or exchange shares of common stock acquired upon exercise of the subscription

rights you generally will recognize gain or loss on the transaction equal to the difference between the

amount realized and your basis in the shares of common stock Such gain or loss upon the sale or

exchange of the shares of common stock will be long-term or short-term capital gain or loss depending

on whether the shares of common stock have been held for more than one year Under current law long-

term capital gains recognized by non-corporate holders are taxed at maximum rate of 15% Long-term

capital gains recognized by corporations are taxable at ordinary corporate tax rates Short-term capital

gains of both corporate and non-corporate holders are taxed at maximum rate equal to the maximum
rate applicable to ordinary income The deductibility of capital losses is subject to limitations

Information Reporting and Backup Withholding

Under the backup withholding rules of the Code you may be subject to information reporting

and/or backup withholding with respect to payments of dividends on and proceeds from the sale

exchange or redemption of our shares of common stock unless you are corporation or come within

certain other exempt categories and when required demonstrate this fact or ii provide correct

taxpayer identification number and certify under penalties of perjury that the taxpayer identification

number is correct and that you are not subject to backup withholding because of failure to report all

dividends and interest income Any amount withheld under these rules is allowable as credit against

and may entitle you to refund with respect to your federal income tax liability provided that the

required information is furnished to the Internal Revenue Service We may require you to establish your

exemption from backup withholding or to make arrangements satisfactory to us with respect to the

payment of backup withholding

THE FOREGOING SUMMARY IS INCLUDED FOR GENERAL INFORMATION
ONLY ACCORDINGLY YOU ARE URGED TO CONSULT WITH YOUR OWN TAX
ADVISOR WITH RESPECT TO THE PARTICULAR FEDERAL STATE LOCAL AND
FOREIGN TAX CONSEQUENCES OF THE RECEIPT OF SUBSCRIPTION RIGHTS IN THIS
OFFERING AND THE OWNERSHIP EXERCISE AND DISPOSITION OF THE
SUBSCRIPTION RIGHTS APPLICABLE TO YOUR OWN PARTICULAR TAX SITUATION
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ERISA CONSIDERATIONS

The following is summary of certain considerations associated with the purchase of shares of

Lyons Bancorp Inc common stock by employee benefit plans that are subject to Title of the Employee

Retirement Income Security Act of 1974 as amended or ERISA plans individual retirement accounts

Keogh plans and other arrangements that are subject to Section 4975 of the Code or provisions under

any federal state local non-U.S or other laws rules or regulations that are similar to such provisions of

ERISA and the Code which is referred to collectively as similar laws and entities whose underlying

assets are considered to include plan assets of such plans accounts and arrangements which is

referred to collectively as plans

General Fiduciary Matters

ERISA imposes certain duties on persons who are fiduciaries of plan subject to Title of

ERISA referred to collectively as an ERISA plan and prohibits certain transactions involving the assets

of an ERISA plan and its fiduciaries or other interested parties Under ERISA and the Code any person

who exercises discretionary authority or control over the administration of such an ERISA plan or the

management or disposition of the assets of such an ERISA plan or who renders investment advice for

fee or other compensation to such an ERISA plan is generally considered to be fiduciary of the

ERISA plan

In considering an investment in shares of Lyons Bancorp Inc common stock of portion of the

assets of any plan fiduciary should determine whether the investment is in accordance with the

documents and instruments governing the plan and the applicable provisions of ERISA the Code or any

similar law relating to the fiduciarys duties to the plan including without limitation the prudence

diversification delegation of control and prohibited transaction provisions of ERISA the Code and any

other applicable similar laws

Prohibited Transaction and Related Issues

Section 406 of ERISA and Section 4975 of the Code generally prohibit all plans including

ERISA plans from engaging in certain specified transactions involving plan assets with persons who are

parties in interest within the meaning of Section 314 of ERISA or disqualified persons within the

meaning of Section 4975 of the Code with respect to the plan referred to as parties in interest

violation of these prohibited transaction rules may result in civil penalties or other liabilities under

ERISA and/or an excise tax under Section 4975 of the Code for those persons unless exemptive relief is

available under an applicable statutory regulatory or administrative exemption Certain plans including

those that are governmental plans as defined in Section 332 of ERISA and Section 14d of the Code
certain church plans as defined in Section 33 of ERISA and Section 14e of the Code with respect

to which the election provided by Section 410d of the Code has not been made and foreign plans as
described in Section 4b4 of ERISA are not subject to the requirements of ERISA or Section 4975 of

the Code but may be subject to similarprovisions under similar laws

The acquisition or holding of shares of Lyons Bancorp Inc common stock by plan with respect to

which the Company or certain affiliates of the Company is or becomes party in interest may constitute

or result in prohibited transactions under Section 406 of ERISA or Section 4975 of the Code unless the

common stock is acquired or held pursuant to and in accordance with an applicable exemption

Accordingly shares of the Companys common stock may not be purchased or held by any plan or any

person investing plan assets of any plan unless the purchase or holding is eligible for the exemptive
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relief available under Prohibited Transaction Class Exemption or PTE such as PTE 96-23 PTE 95-

60 PTE 91-38 PTE 90-1 or PTE 84-14 issued by the U.S Department of Labor or the purchase and

holding of shares of the Companys common stock is not prohibited on some other basis such as the

exemption under Section 408b17 of ERISA and Section 4975d20 of the Code for certain

transactions with non-fiduciary service providers for transactions that are for adequate consideration

Any person plan or other entity who or that acquires or holds Lyons Bancorp Inc common stock

shall be deemed to have represented that such acquisition or holding will not violate the prohibited

transaction provisions of ERISA nor create any excise tax liability under Section 4975 of the Code

THE DISCUSSION OF ERISA AND THE CODE IN THIS MEMORANDUM IS

GENERAL IN NATURE AND IS NOT INTENDED TO BE ALL INCLUSIVE ANY PERSON
CONSIDERING AN INVESTMENT IN THE COMMON STOCK ON BEHALF OF PLAN
SHOULD CONSULT WITH ITS LEGAL ADVISORS REGARDING THE CONSEQUENCES
OF SUCH INVESTMENT AND CONSIDER WHETHER THE PLAN CAN MAKE THE
REPRESENTATIONS NOTED ABOVE

FURTHER THE SALE OF INVESTMENTS TO PLANS IS IN NO RESPECT
REPRESENTATION BY LYONS BANCORP INC OR ANY OTHER PERSON ASSOCIATED
WITH THE SALE OF THE COMMON STOCK THAT SUCH SECURITIES MEET ALL
RELEVANT LEGAL REQUIREMENTS WITH RESPECT TO INVESTMENTS BY PLANS
GENERALLY OR BY ANY PARTICULAR PLAN OR THAT SUCH SECURITIES ARE
OTHERWISE APPROPRIATE FOR PLANS GENERALLY OR ANY PARTICULAR PLAN
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MANAGEMENT

Directors

Our Board of Directors currently consists of 11 persons In accordance with our bylaws our

Board is divided into three classes as nearly equal in number as possible The members of each class are

elected for term of three years with one class of directors elected annually

Each of our directors is also director of the Bank The following table sets forth certain

information with respect to our directors

Name Ae Term Expires Director Since

David Breen Jr 2012 2000

Age 55

Joseph Fragnoli 2012 2011

Age 57

James Santelli 2012 1988

Age 63

RobertA Schick 2012 1998

Age 62

John Werner Jr 2012 1979

Age 72

Andrew Fredericksen 2013 2003

Age 56

James Homburger 2013 1994

Age 67

Clair Britt Jr 2014 2003

Age 49

Dale Hemminger 2014 2004

Age 53

Thomas Kime 2014 2004

Age 58

Bradley Person 2014 2010

Age 43
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Our Executive Officers and Those of the Bank

The following table sets forth certain information about our executive officers and those of the

Bank Each executive officer is elected by our Board of Directors and the Bank and each executive

officer holds office at the discretion of the Board of Directors

Name and Ae Position with Lyons Bancorp Inc Position with the Bank

Robert Schick President and Chief Executive President and Chief Executive Officer

Age 62 Officer

Clair Britt Jr n/a Executive Vice President and

Age 49 Senior Commercial Lending Officer

Thomas Kime n/a Executive Vice President and

Age 58 Chief Operating Officer

Diana Johnson Treasurer Executive Vice President and Chief

Age 50 Financial Officer

Stephen DeRaddo n/a Executive Vice President and

Age 52 Senior Retail Lending Officer

Phillip McCann nla Executive Vice President and

Age 39 Chief Credit Officer

Business Experience of Directors and Executive Officers

The following is brief description of the principal occupation and business experience of each

of our directors and executive officers and those of the Bank for the last years

Robert Schick Director President and CEO Mr Schick has been Director and President

of Lyons Bancorp Inc since January 1998 and President and Chief Executive Officer of the Bank since

January 1998 Mr Schick also serves as Executive Vice President of Lyons Realty Associates Corp

Mr Schick was hired by the Bank in September 1994 and served as Vice President and Chief Financial

Officer until he assumed the position of President and Chief Executive Officer in January 1998

Clair Britt Jr Director Executive Vice President and Senior Commercial Lending Officer

Mr Britt has been employed by the Bank as Executive Vice President and Senior Lending Officer since

April 1998 and Director since 2003 He is also President of Lyons Realty Associates Corp Prior to

April 1998 Mr Britt was employed as Senior Vice President of the National Bank of Geneva

Thomas Kime Director Executive Vice President and Chief Operating Officer Mr Kime

has been employed by the Bank since 2004 and Director of Lyons Bancorp Inc since 2004 Prior to

joining the Bank Mr Kime served as the President of The National Bank of Geneva from June 1989 to

February 2003 From 1976 until February 2003 Mr Kime was employed by The National Bank of

Geneva in various capacities While serving as President of The National Bank of Geneva Mr Kime

also served as director and Senior Vice President of Financial Institutions Inc the holding company

for The National Bank of Geneva and several other banks including The Bath National Bank

Mr Kime also served as Chairman of the Board of The Bath National Bank
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Diana Johnson Treasurer Executive Vice President and Chief Financial Officer

Ms Johnson joined the Bank in July 2007 as Treasurer of Lyons Bancorp Inc and Chief Financial

Officer of The Lyons National Bank Prior to joining the bank she was Vice President of Finance of

Tompkins Trust Company in Ithaca New York

Stephen DeRaddo Executive Vice President and Senior Retail Lending Officer Mr DeRaddo

joined the Bank in 2004 as Vice President Commercial Loan Officer In July 2006 Mr DeRaddo was

promoted to Senior Vice President Retail Lending Officer and served in that capacity until January

2009 Since January 2009 he has served as the Executive Vice President Senior Retail Lending Officer

Prior to joining the Bank he was employed as Vice President of National Bank of Geneva

Phillip McCann Executive Vice President and Chief Credit Officer Mr McCann joined the

Bank in 2009 and has served as the Executive Vice President and Chief Credit Officer since 2010 Prior

to joining the Bank he was employed as Vice President of Key Bank N.A in Syracuse NY

David Breen Jr Director Mr Breen is President and owner of KD Breen Inc

supermarket operating company Mr Breen is also Director of Olean Wholesale Cooperative Prior to

2007 he was Vice President of three retail supermarkets in Newark Palmyra and Williamson New

York

Andrew Fredericksen Director Mr Fredericksen has been certified public accountant

principal and Senior Partner in the accounting firm of Fredericksen Sirianni LLP since 1983 which

has offices in Pittsford New York and Geneva New York

Dale Hemminger Director Mr Hemminger is principal in Hemdale Farms Inc New

York corporation formed in 1976 multi-enterprise vegetable dairy and greenhouse farming operation

James Homburger Director Mr Homburger is licensed real estate broker and owns

several businesses throughout Wayne County including Performance Properties Spacemaker 14 Inc

and Filspace Inc He is also partner in Silver Hills Associates located in Newark New York

James Santelli Director Mr Santelli was the Vice President and co-owner of Santelli

Lumber Company As well as operating the retail business he was also actively involved in both

regional and national wholesale cooperatives serving on committees and as Board member He was

also partner in various commercial real estate ventures from 1978 until 2006 Mr Santelli retired from

Santelli Lumber Company in December of 2000

John Werner Jr Director Until his retirement in 1997 Mr Werner was President and Chief

Executive Officer of The Lyons National Bank and President of Lyons Bancorp Inc

Bradley Person Director Mr Person is the President of Nuttall Golf Cars Inc and Nuttall

Golf Leasing LLC headquartered in Sodus New York with branch offices in Sherman New York and

Butler Pennsylvania Prior to Nuttall Golf Cars Inc Mr Person was employed for ten years as the

controller for commercial general contractor in Rochester New York

Joseph Fragnoli Director Mr Fragnoli has been the President of Super Casuals since 1978

Mr Fragnolis past and present board involvements include the Geneva YMCA the Geneva Chamber of

Commerce the Geneva Business Improvement District and the Geneva Salvation Army
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Director Compensation

Directors other than those employed by the Lyons Bancorp Inc or any of its subsidiaries in

other capacities receive fee of $1400 for each Board meeting and $250 for each committee meeting

Directors who are also officers of Lyons Bancorp Inc or any of its subsidiaries receive no

compensation for attendance at Board or Committee meeting

Highest Paid Directors and Officers as Group

The following table sets forth the annual remuneration of each of the highest paid persons who

are officers or directors as group during the Companys last fiscal year

Name Of Individual Or Identity Of Capacities In Which Aggregate

Group Remuneration Was Received Remuneration

President and Chief Executive

Robert Schick Officer $51 1731

Executive Vice President and

Thomas Kime Chief Operating Officer $320691

Executive Vice President and

Diana Johnson Chief Financial Officer $230673

Aggregate remuneration for each officer includes base salary bonus payments deferred compensation 401k
contributions and other benefits and compensation which does not exceed 10% of the total remuneration earned by

each officer in the Companys last fiscal
year

Deferred Compensation Plan

Prior to 2007 the Company had entered into employment agreements with key executives

These employment agreements established deferred compensation plans whereby Company stock was

awarded and vested each year In 2007 the Company terminated the employment agreements and

related deferred compensation plans and established new deferred compensation plans for key

executives The new plans require vesting period of three years from the original date the executive

entered the plan Awarded shares from both the prior plan and the current plan are restricted from being

sold until employment is terminated

The Company obtains shares for the new deferred compensation plan either through open market

purchases or from treasury shares The amount of awarded shares is based on the amount earned by

each executive under the deferred compensation plan The executives are awarded number of shares

based on the amount of deferred compensation earned divided by the value of the shares The value of

the shares purchased on the open market is the price paid The value of shares from treasury is the

average daily closing price of the stock for each day within the past quarter
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Supplemental Retirement Benefits

The Bank maintains supplemental employee retirement plans the SERP for certain

executives All benefits provided under the SERP are unfunded and as these executives retire the Bank

will make payments to plan participants

Pension Plan

The Bank has pension plan which conforms to the requirements of the Employee Retirement

Income Security Act of 1974 All employees who are 21 years of age or older become participants in

the plan on the 1St of the month which coincides with or next follows the completion of one year of

eligibility service It provides for full vesting upon years of participation and contains provisions

which permit early retirement within 10 years prior to the normal retirement date for participants with at

least 10 years of credited service The plan requires no contribution from participants covers all eligible

employees provides for normal retirement at age 65 and is qualified under section 401a of the Internal

Revenue Code As of October 2011 the date of the last Actuarial Valuation Report there were

126 active participants 13 participants and beneficiaries entitled to deferred pension benefit and

29 retirees and beneficiaries receiving pension benefits participants normal retirement benefit is an

annual pension benefit commencing on his normal retirement date in an amount equal to 1.75% of his

average annual compensation multiplied by creditable service up to 35 years plus .25% of his average

annual compensation multiplied by creditable service in excess of 35 up to years minus 0.49% of his

final average compensation multiplied by creditable service up to 35 years Average annual

compensation is the highest consecutive calendar years in all years of creditable service Final average

compensation is the highest consecutive calendar years in all years of creditable service

Postretirement Benefit Plan

The Bank also maintains an unfunded postretirement health insurance plan for certain employees

meeting eligibility requirements This benefit plan was amended in 1992 and is no longer offered to

new employees

401k Savings Plan

The Bank amended its 401k savings plan effective January 2002 Employees who have

attained the age of 21 and have completed three months of creditable service are eligible to become

participants in the plan Participants in the plan are permitted to make elective deferrals of up to the

maximum percentage of compensation and dollar amounts allowable by law each year Currently the

Bank contributes discretionary match of 75% of the participants contribution up to 6% of the

participants annual compensation Participants are 100% vested in the Banks discretionary match after

years of participation in the plan

Effective May 24 2005 the Bank again amended its 401k savings plan to include an automatic

3.00% employee contribution by all new employees hired immediately after the effective date The

affected new employees may change or eliminate this automatic contribution upon written notice to the

Bank
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Certain Transactions with Directors and Officers

Certain of our directors and officers and those of the Bank members of their families and

companies or firms with which they are associated are customers of the Bank and have banking

transactions and other transactions with the Bank in the ordinary course of business All loans and

commitments to loan included in such transactions were made on substantially the same terms including

interest rates and collateral as those prevailing at the time for comparable transactions with other

persons and in the opinion of management did not involve more than normal risk of collectability or

present other unfavorable features None of such loans outstanding to our directors or officers members

of their families or firms with whom our directors or officers are associated were nonperforming as of

December 31 2011 Maximum credit exposure to all of our directors and executive officers and those

of the Bank amounted to $7.5 million at December 31 2011

In November 2010 the Bank renewed branch lease with the accounting firm in which director

Andrew Fredericksen is principal The lease is for five year term and provides for rental payments

of approximately $3850 per month The lease provides for an option to renew for another five year

term at the end of the term

Security Ownership of Certain Beneficial Owners and Management

Lyons Bancorp Inc

The following table sets forth as of February 17 2012 certain information regarding the

beneficial ownership of common stock by each of our directors and named executive officers

each person known by us to own beneficially more than 5% of the common stock and all of our

directors and executive officers as group

Name and Principal Amount and Nature

Address of Beneficial Owner of Beneficial Ownership

Amount Percent

Robert Schick Director and President 36898 2.858%

The Lyons National Bank

35 William Street

Lyons New York 14489

Clair Britt Jr Director Senior Commercial 9490 0.735%

Lending Officer

The Lyons National Bank

35 William Street

Lyons New York 14489

Diana Johnson Treasurer 2044 0.158%

The Lyons National Bank

35 William Street

Lyons New York 14489

David Breen Jr Director 3732 0.289%

Herremas Food Market Inc

125 Pattonwood Drive

Rochester New York 14617
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Name and Principal Amount and Nature

Address of Beneficial Owner of Beneficial Ownership

Amount Percent

Stephen DeRaddo Senior Retail Lending 3547 0.275%

Officer

The Lyons National Bank

35 William Street

Lyons New York 14489

Dale Hemminger Director 10698 0.829%

P0 Box 168

Seneca Castle New York 14547

James Homburger Director 37456 2.90 1%

305 East Avenue

Newark New York 14513

Thomas Kime Director Chief Operating 8370 0.648%

Officer

The Lyons National Bank

35 Williams Street

Lyons New York 14489

Philip Mary Paliotti 89515 6.933%

40 Dickerson Street

Lyons New York 14489

James Santelli Director 27324 2.116%

2096 Warncke Road

Lyons New York 14489

John Werner Jr Director 78409 6.073%

9469 Bridger Lane

North Rose New York 14516

Phillip McCann Chief Credit Officer 366 0.028%

The Lyons National Bank

35 William Street

Lyons New York 14489

Bradley Person Director 210 0.016%

679 1-lightower Way

Webster New York 14580

Joseph Fragnoli Director 900 0.070%

4229 Shady Beach

Seneca Falls New York 13148

Andrew Fredericksen Director 3336 0.25 8%

426 Washington Street

Geneva New York 14456

William Gavitt Jr 70500 5.460%

2040 Falkey Road

Phelps New York 14532

All Directors and Executive Officers 222780 17.255%

as Group
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These amounts assume subscriptions of officers and directors up to their basic subscription priviledge and full

subscription of the offering

Includes 1200 shares held by Mary Britt and 1716 shares held by William Britt UGM over which Mr Britt

disclaims beneficial ownership

Includes 15273 shares held by Margaret Homburger over which Mr Homburger disclaims beneficial ownership

Includes 12438 shares held by Helen Santelli over which Mr Santelli disclaims beneficial ownership

Includes 39559 shares held by Mary Werner over which Mr Werner disclaims beneficial ownership

Includes 60 shares held by Deborah Person over which Mr Person disclaims beneficial ownership

Includes 1800 shares held by Glenora Fredericksen over which Mr Fredericksen disclaims beneficial ownership

Lyons Really Associates Inc

We own all of the outstanding common stock of Lyons Realty Associates Inc and 93.5% of the

preferred stock of Lyons Realty Associates The following table shows the number and percentage of

the outstanding preferred stock of Lyons Realty owned by our directors executive officers and directors

and executive officers as group as of December 31 2011

Name and Principal Amount and Nature

Address of Beneficial Owner of Beneficial Ownership

Amount Percent

David Breen Jr Director

Herremas Food Market Inc

125 Pattonwood Drive

Rochester New York 14617

Clair Britt Jr Director Senior Commercial

Lending Officer

The Lyons National Bank

35 William Street

Lyons New York 14489

James Homburger Director

305 East Avenue

Newark New York 14513

John Werner Jr Director

9469 Bridger Lane

North Rose New York 14516

Directors and officers as group 10 0.583%

Denotes ownership of less than 1%

Includes share owned by Filspace Inc and one share owned by Spacemaker 14 Inc includes share

owned by Margaret Homburger over which Mr Homburger disclaims beneficial ownership

Includes share owned by Mary Werner over which Mr Werner disclaims beneficial ownership

Trusts
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We own all of the outstanding common capital securities of Lyons Capital Statutory Trust

Tioga State Bank owns all of the outstanding trust preferred securities of Lyons Capital Statutory Trust

We own all of the outstanding common capital
securities of Lyons Capital Statutory Trust II The

outstanding trust preferred securities of Lyons Capital Statutory Trust II are owned by U.S Capital

Funding III Ltd We own all of the outstanding common capital securities of Lyons Statutory Trust III

Accredited investors own all of the outstanding convertible trust preferred securities of Lyons Statutory

Trust III No single holder of the securities of Trust HI owns more than 10% Some of the officers and

directors are owners of securities of Trust III as stated in the table above

Convertible Trust Preferred Securities

Our subsidiary Trust III has $2.9 million of 6% cumulative convertible capital
securities At

any time each capital security of Trust III is convertible into shares of the Companys common stock at

conversion rate of 36 shares of common stock per $1000 capital security investment as adjusted for

three-for-two stock split effective February 29 2012 subject to proportionate adjustments for splits

stock dividends recapitalization and the like and issuances on pro rata basis below the current market

value in-kind dividends and tender offers above market value These capital securities are convertible

into 105552 shares of our common stock

Holders of the capital securities under Trust III are entitled to an adjustment in the conversion

price if we issue shares of common stock in rights offering at per share price less than the market at

the time of determination of the sales price We are selling shares in the rights offering for price of

$24.00-$28.00 per share The market price determined as of the record date for the rights offering was

$LJ per share As result the conversion ratio for the capital
securities under Trust III will be

adjusted so that an additional shares of common stock may be issued upon conversion of those

capital securities

1479910
11



The following table sets forth as of February 17 2012 certain information regarding the beneficial

ownership of convertible trust preferred securities issued by Trust III by each of our directors and

named executive officers and each person known by us to own beneficially more than 5% of the

common stock

Name and Principal
Amount and Nature

Address of Beneficial Owner of Beneficial Ownership

Principal

Amount Percent Number of

of Capital
Shares Issuable

Security upon Conversion

Alfred Loson $400000 13.643% 14400

418 Grace Avenue

Newark New York 14513

James Homburger Director $50000 1.705% 1800

305 East Avenue

Newark New York 14513

Philip Paliotti $50000 1.705% 1800

40 Dickerson Street

Lyons New York 14489

David Breen Jr Director $25000 0.853% 900

Herremas Food Market Inc

125 Pattonwood Drive

Rochester New York 14617

James Santelli Director $25000 0.853% 900

2096 Wamcke Road

Lyons New York 14489

Robert Schick Director and President $25000 0.853% 900

The Lyons National Bank

35 William Street

Lyons New York 14489

The number of shares issuable upon conversion is calculated based on the present conversion rate of 36 shares of common stock per

$1000 of capital securities without regard to any conversion price adjustment that may be necessary due to price adjustments resulting

from the rights offering

Includes $200000 for benefit of Van Scott Development Corp of which Mr Loson is the sole owner

Includes $25000 held by Mary Paliotti over which Mr Paliotti disclaims beneficial ownership

For benefit of Mr Santelli in the form of an IRA

For benefit of Mr Schick in the form of an IRA
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DESCRIPTION OF SECURITIES

The following information concerning the Common Stock summarizes provisions of our

Certificate of Incorporation and Bylaws and statutes regulating the rights of holders of our common

stock This information is not complete description of these matters and is qualled in all respects by

the actual provisions of our Certificate of Incorporation and Bylaws and the corporate laws of the State

of New York

General

Our Certificate of Incorporation authorizes us to issue 5000000 shares of common stock having

par value of $0.50 per share and 5000 shares of preferred stock having par value of $0.50 per share

and stated value of $1000.00 per share At March 2012 we had 1291139 shares of common stock

issued and outstanding 10357 shares of common stock held in treasury and reserved for future

issuances under executive employment agreements and no shares of preferred stock outstanding

Subscription Rights

For each right that you own you will have basic subscription privilege to buy from us one-

seventh 1/7 of share of our common stock at the subscription price You may exercise your basic

subscription privilege for some or all of your subscription rights or you may choose not to exercise any

subscription rights Subscription rights are not transferable and do not entitle the holder to any other

rights preferences or privileges including without limitation with respect to any voting rights

dividends or liquidation rights

Common Stock

Each share of our common stock has the same relative rights as and will be identical in all

respects with each other share of common stock

Dividends We can pay dividends if as and when declared by our Board of Directors subject to

compliance with limitations which are imposed by law See Our Policy Regarding Dividends The

holders of our common stock are entitled to receive and share equally in any dividends declared by our

Board of Directors out of legally available funds

Voting Rights The holders of our common stock possess exclusive voting rights in Lyons

Bancorp Inc Each share of common stock entitles the holder to one vote shareholder will not have

any right to cumulate votes in the election of directors As result the holders of more than 50% of our

outstanding common stock voting in the election of directors subject to the voting rights of any

preferred shares then outstanding can elect all of the directors then standing for election if they choose

to do so In this event the holders of the remaining less than 50% of the shares voting for election of

directors are not able to elect any person or persons to our Board of Directors Our shareholders may
remove directors only with cause by majority of the votes cast

The approval of any business combination including any merger exchange offer or sale of all or

substantially all of our assets requires the affirmative vote of the holders of two-thirds of our

outstanding common stock with certain exceptions See Certain Restrictions On Acquisition of Lyons

Bancorp Inc Certificate of Incorporation for more information
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Liquidation In the event of any liquidation dissolution or winding-up of the Bank we as

holder of the Banks common stock have the right to receive after payment or provision for payment of

all debts and liabilities of the Bank including all deposit accounts and accrued interest thereon all assets

of the Bank available for distribution In the event we liquidate dissolve or wind-up the holders of our

common stock have the right to receive after payment or provision for payment of all our debts and

liabilities all of our assets available for distribution

Rights to Buy Additional Shares Holders of our common stock do not have preemptive rights

with respect to the issuance of additional shares preemptive right is priority right to buy additional

shares if we issue more shares in the future Our common stock is not subject to redemption

Preferred Stock

We may issue preferred stock from time to time in one or more series and our board of directors

without action by the holders of our common stock may fix or alter the voting rights redemption

provisions dividend rights dividend rates claims to our assets superior to those of holders of our

common stock conversion rights and any other rights preferences privileges and restrictions of any

wholly-unissued series of preferred stock Our board of directors without stockholder approval can

issue shares of preferred stock with rights that could adversely affect the voting power or rights of the

holders of our common stock Any issuances of preferred stock designated by our board must occur on

or before December 31 2014 As of the date of this offering circular we have no shares of preferred

stock outstanding The issuance of shares of preferred stock could make it more difficult for third party

to acquire or could discourage or delay third party from acquiring majority of our outstanding stock

TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for our common stock is the Company
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DISCLOSURE OF COMMISSION POSITION ON INDEMNIFICATION FOR

SECURITIES ACT LIABILITIES

Our certificate of incorporation permits us to indemnify our officers and directors against various

liabilities to the full extent permitted under New York law Sections 721 through 726 inclusive of the

BCL authorize New York corporations to indemnify their officers and directors under certain

circumstances against expenses and liabilities incurred in legal proceedings involving such persons

because of their being or having been officers or directors We believe that these provisions will

facilitate our ability to continue to attract and retain qualified individuals to serve as our directors and

officers

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our

directors officers and controlling persons pursuant to the foregoing provisions or otherwise we have

been advised that in the opinion of the Securities and Exchange Commission such indemnification is

against public policy as expressed in the Act and is therefore unenforceable
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CERTAIN RESTRICTIONS ON ACQUISITION OF LYONS BANCORP INC

Our Cert/Icate of Incorporation and Bylaws contain provisions that may be deemed to affect the

ability of person firm or entity to acquire us The following is summary of those provisions

However this summary is qualied in its entirety by reference to our actual Certificate of Incorporation

and Bylaws

Certificate of Incorporation

Our Certificate of Incorporation requires under certain circumstances an affirmative vote by the

holders of 80% of our outstanding common stock for the approval of certain business transactions with

related persons Our certificate of incorporation defines related person as an individual or entity that

owns at least 10% of our outstanding stock at the time the agreement providing for the transaction is

entered into at the time resolution approving the transaction was adopted by our Board of

Directors or as of the record date for the determination of our shareholders entitled to notice of and

to vote on or consent to the transaction

The business transactions requiring the 80% vote approval include

the merger of Lyons Bancorp Inc or the Bank with related person

the sale of Lyons Bancorp Inc.s stock or the Banks stock to related person

the sale or lease of substantial part of Lyons Bancorp Inc.s or the Banks assets to

related person

the sale of all of or substantial part of the assets of related person to Lyons Bancorp

Inc or the Bank

the recapitalization or reclassification of Lyons Bancorp Inc.s stock that would have the

effect of increasing the voting power of related person or

the liquidation spin-off split-up or dissolution of Lyons Bancorp Inc

Our certificate of incorporation sets forth certain circumstances where an 80% vote for the

above-mentioned transactions is not required The 80% voting requirement is not applicable if the

transaction is approved by at least two-thirds vote of continuing directors and the continuing directors

constitute at least majority of our entire Board of Directors The certificate of incorporation defines

continuing director as director who either was member of our Board of Directors prior to the time the

related person became related person or who subsequently became director and whose election or

nomination for election by our shareholders was approved by vote of at least three-quarters of the

continuing directors then on our Board of Directors

Further the 80% voting requirement is not required if all of the following conditions are

satisfied

The business transaction is merger and the consideration to be received per share by our

shareholders is at least equal in value to the related persons highest purchase price
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After the related person becomes the owner of at least 10% of our stock and prior to the

consummation of the business transaction the related person has not become the owner

of any additional shares of stock except as part of the transaction which resulted in

the related person becoming the owner of at least 10% of our stock or as result of

pro rata stock dividend or stock split and

Prior to the consummation of the business transaction the related person shall not have

directly or indirectly received the benefit except proportionately as shareholder of

any loan advances guarantees pledges or other financial assistance or tax credits

provided by Lyons Bancorp Inc or the Bank or caused any material change in our

business or equity capital structure including issuance of shares of our capital stock to

any third party

For purposes of the above our certificate of incorporation defines highest purchase price as the

highest amount of consideration paid by the related person for share of our stock within two years

prior to the date the related person became the owner of at least 10% of our stock

Our Certificate of Incorporation also states when our Board of Directors considers proposed

business transaction the Board in addition to considering the adequacy of the amount to be paid in

connection with the transaction shall consider other facts that are deemed relevant including

The social and economic effects of the transaction on us and the Bank and the Banks

employees depositors loan and other customers creditors and other elements of the

communities in which we and the Bank operate and are located

The business and financial conditions and earnings prospects of the individual or entity

proposing the business transaction including debt service and other existing or likely

financial obligation of the individual or entity and the possible effect of such conditions

upon us the Bank and other elements of the communities in which we and the Bank

operate or are located and

The competence experience and integrity of the individual or entity proposing the

business transaction and its or their management

Bylaws

Our Bylaws provide for the election and term of directors Our directors are divided into three

classes with the term of office for one class expiring each year Vacancies in the Board of Directors

and any newly created directorships resulting from an increase in the number of directors may be filled

by the Board of Directors acting by majority of directors then in office and any new directors chosen

shall hold office until the next election of the class for which the new directors shall have been chosen

and until their successor shall be elected and qualified Further the Bylaws provide that no decrease in

the number of directors shall shorten the term of any incumbent director

The Bylaws also require that at each annual meeting of our shareholders the successors to the

class of directors whose term shall then expire shall be elected to hold office for term expiring at the

third succeeding annual meeting The Bylaws require an affirmative vote by the holders of two-thirds

our outstanding common stock to amend these classified director provisions of the Bylaws
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EXPERTS

The consolidated financial statements of Lyons Bancorp Inc and subsidiary as of

December 31 2011 and for the year then ended included in this offering circular have been so included

in reliance on the report of Bonadio Co LLP an independent registered public accounting firm

appearing elsewhere in this offering circular given on the authority of said firm as experts in auditing

and accounting

The consolidated financial statements of Lyons Bancorp Inc and subsidiary as of

December 31 2010 and for the year then ended included in this offering circular have been so included

in reliance on the report of ParenteBeard LLC an independent audit firm appearing elsewhere in this

offering circular given on the authority of said firm as experts in auditing and accounting

LEGAL OPINION

Woods Oviatt Gilman LLP Rochester New York will issue legal opinion concerning the

validity of the common stock being sold in this offering

ADDITIONAL INFORMATION

Financial information filed by us and the Bank with the Federal Reserve Bank of New York and

the Office of the Comptroller of the Currency is available from those agencies and over the Internet at

www.ffiec.gov
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Bonadio Co.ap
Certified Public Accountants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of

Lyons Bancorp Inc

We have audited the accompanying consolidated balance sheet of Lyons
Bancorp Inc and subsidiary the Company as of December 31 2011 and the
related consolidated statements of income stockholders equity and cash flows
for the year then ended These consolidated financial statements are the
responsibility of the Companys management Our

responsibility is to express an
opinion on these consolidated financial statements based on our audit

We conducted our audit in accordance with the standards of the Public Company
Accounting Oversight Board United States Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement The
Company is not required to have nor were we engaged to perform an audit of its

internal control over financial reporting Our audit included consideration of
internal control over financial

reporting as basis for designing audit procedures
that are appropriate in the circumstances but not for the purpose of expressing
an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes

examining on test basis evidence supporting the amounts and disclosures in

the consolidated financial statements assessing the accounting principles used
and significant estimates made by management as well as evaluating the overall
consolidated financial statement presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the 2011 consolidated financial statements referred to above
present fairly in all material respects the consolidated financial position of Lyons
Bancorp Inc and

subsidiary as of December 31 2011 and the consolidated
115 Solar Street Suite ioo results of their operations and their cash flows for the year then ended in
Syracuse New York 13204 conformity with accounting principles generally accepted in the United States of315 214-7575 America

f315 471-2128

March 12012
ROCHESTER.BUFFALO

ra us wYokALBANY SYRACUSE
NYC PERRY GENEVA

www.bonadio.com
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lPrenteBeard

Independent Auditors Report

Stockholders and Board of Directors of

Lyons Bancorp Inc

We have audited the accompanying consolidated balance sheet of Lyons Bancorp Inc and

subsidiary the Company as of December 31 2010 and the related consolidated statement of

income stockholders equity and cash flows for the year then ended These consolidated

financial statements are the responsibility of the Companys management Our responsibility is

to express an opinion on these consolidated financial statements based on our audit

We conducted our audit 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 consolidated financial statements are free of material

misstatement An audit includes examining on test basis evidence supporting the amounts
and disclosures in the consolidated financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as

evaluating the overall consolidated financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all

material respects the financial position of Lyons Bancorp Inc and subsidiary as of

December 31 2010 and the results of their operations and their cash flows for the year then

ended in conformity with accounting principles generally accepted in the United States of

America

L1

Syracuse New York

March 31 2011
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Lyons Bancorp Inc

Consolidated Balance Sheets

December 31 2011 and 2010

2011 2010

Assets In thousands

Cash and due from banks 13749 8.679

Interest-bearing deposits in banks 5326 7000

Cash and Cash Equivalents 19075 15.679

Investment securities

Available for sale 143080 154.296

Held to maturity 7558 5306

Restricted equity securities at cost 4001 2949

Total Investment Securities 154639 162551

Loans 359951 312629

Less allowance for loan losses 7001 6441

Net Loans 352950 306188

Land premises and equipment net 14696 13.356

Bank owned life insurance 7593 7.358

Accrued interest receivable and other assets 6498 8453

Total Assets 555451 $513585

Liabilities and Equity

Liabilities

Deposits

Interest-bearing 367202 339649

Non-interest-bearing 93797 84357

Total Deposits 460999 424.006

Securities sold under agreements to repurchase 7058 7.691

Borrowings from Federal Home Loan Bank 35000 36800

Junior subordinated debentures 9217 9217

Accrued interest payable and other liabilities 7283 4304

Total Liabilities 519557 482018

Equity

Lyons Bancorp Inc stockholders equity

Common stock 434 434

Paid-in capital 8037 7932

Retained earnings 28477 24569

Accumulated other comprehensive loss 782 1.121

Treasury stock at cost 328 303

Total Lyons Bancorp Inc Stockholders Equity 35838 31.511

Noncontrolling interest 56 56

Total Equity 35894 31567

Total Liabilities and Equity $555451 513585

1479910 See notes to consolidated financial statements
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Lyons Bancorp Inc

Consolidated Statements of Income

Years Ended December 31 2011 and 2010
2011 2010

In thousands except per share data

Interest Income

Loans $16968 $16319

Investment securities

Taxable 2923 3.288

Non-taxable 1324 1212

Total Interest Income 21215 20819

Interest Expense

Deposits
2954 3118

Borrowings
699 612

Total Interest Expense
3653 3.730

Net Interest Income 17562 17.089

Provision for Loan Losses 965 2405

Net Interest Income after Provision for Loan Losses 16597 14.684

Noninterest Income

Service charges on deposit accounts 2344 2.150

Loan servicing fees 954 856

Cardholder fees 780 673

Financial services fees 669 513

Net realized gains from sales/calls of available for sale securities 407 727

Realized gains on loans sold 743 534

Earnings on investment in bank owned life insurance 235 228

Other 241 147

Total Noninterest Income 6373 5828

Noninterest Expense

Salaries and wages 6799 6248

Pensions and benefits 2238 2023

Occupancy 1727 1643

Data processing 1038 1.005

Professional fees 888 856

FDIC and 0CC assessments 645 735

Advertising
431 409

Loan fees 426 367

Office supplies
314 271

Other 1562 1299

Total Noninterest Expense 16068 14856

Income before Income Taxes 6902 5.656

Income Tax Expense 1760 1484

Net income attributable to noncontrolling interest and Lyons Bancorp Inc 5142 4.172

Less Net income attributable to noncontrolling interest

Net Income 5138 4.168

Earnings Per Share basic 3.98 3.24

Earnings Per Share diluted 3.76 3.24

Per share amounts have been adjusted to reflect 3-fir-2 stock split effective February 29 20/2

1479910 jSee notes to consolidated financial statements
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Lyons Bancorp Inc

Consolidated Statements of Stockholders Equity

Years Ended December 31 2011 and 2010

In thousands except per share data

Accumulated

Other

Common Paid-In Retained Comprehensive Treasury
Noncontrolling

Stock Capital Earningt
Loss Stock Interest Total

Balance January 12010 $434 $7915 $21552 80 306 56 $29571

Comprehensive income

Net income 4168 4168

Change in unrealized net garn on

securities available for sale net of tax 532 532

Change in unrealized loss on pension and

postretirement benefits net of tax 200 200

Change in unrealized gain on interest rate

swap net of tax 309 309

Total Comprehensive Income
3127

Purchase of treasury stock 143 143

Issuance of treasury stock 33 36

Deferred compensation shares awarded net 14 108 122

Deferred compensation shares vested

Cash dividends declared $0.89
it

per share 1151 1151

Balance December 31 2010 $434 7932 $24569 1.121 303 56 $31567

Comprehensive income

Net income 5138 5138

Change in unrealized net gain on securities

available for sale net oftax 1910 1.910

Change in unrealized loss on pension and

postretirement benefits net of tax 1242 .242

Change in unrealized loss on interest rate

swap net of tax 329 329

Total Comprehensive Income

Purchase of treasury stock 330 330

Issuance of treasury stock 52 212 264

Deferred compensation shares awarded net 53 92 145

Deferred compensation shares vested

Cash dividends declared $0.95 per share 1230 1230

Balance December 31 2011 $434 $8037 $28477 782 328 56 $35894

Per share amounts have been adjusted to reflect 3-for-2
stock split ffective February 29 20/2

1479910 jSee notes to consolidated financial statements
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Lyons Bancorp Inc

Consolidated Statements of Cash Flows

Years Ended December 312011 and 2010
2011 2010

In thousands

Cash Flows from Operating Activities

Net income 5138 4168

Adjustments to reconcile net income to net cash provided by operating activities

Provision for loan losses
965 2405

Earnings on investment in bank owned life insurance 235 228

Net realized gain from sales/calls of available for sale securities 407 727

Realized gains on loans sold 743 534

Gain on sale of real estate owned 72
Deferred compensation expense

148 139

Net amortization on securities 1238 995

Depreciation and amortization 756 702

Deferred income tax benefit 243
Contribution to defined benefit pension plan 750 1.200

Decrease in accrued interest receivable and other assets 2247 898

Increase in accrued interest payable and other liabilities 434 427

Loans originated for sale 41763 38595
Proceeds from sales of loans 38799 39407

Net Cash Provided by Operating Activities 5.755 7614

Cash Flows from Investing Activities

Purchases of securities available for sale 38449 118020

Proceeds from sales of securities available for sale 13620 35644

Proceeds from maturities and calls of securities available for sale 38448 55514

Purchases of held to maturity securities 5685 2563
Proceeds from maturities of securities held to maturity 3383 2035

Net increase in restricted equity securities 1052 525
Net increase in loans 44024 25755
Proceeds from sale of real estate owned 169

Purchase of bank owned life insurance 500
Premises and equipment purchases net 2094 2357

Net Cash Used in Investing Activities 35684 56527

Cash Flows from Financing Activities

Net increase in demand and savings deposits 39931 53.309

Net decrease in time deposits 2938 11637
Net decrease in securities sold under agreements to repurchase 633 1255
Net decrease increase in overnight borrowings from Federal Home Loan Bank 10800 9700

Proceeds received from issuance of trust preferred securities 2932

Proceeds received from term borrowings from Federal Home Loan Bank 15000

Repayment of term borrowings from Federal Home Loan Bank 6000
Purchase of treasury stock 330 143
Issuance of treasury stock 264 36

Dividends paid 1169 1124

Net Cash Provided by Financing Activities 33325 51818

Net Increase in Cash and Cash Equivalents 3396 2905

Cash and Cash Equivalents Beginning 15679 12774

Cash and Cash Equivalents Ending 19075 15679

Supplementary Cash Flow Information

Interest paid 3682 3742

Income taxes paid 1337 2423

Non-cash Disclosure

Transfer of loans to foreclosed real estate
198

/479910 jSee notes to consolidated financial statements
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Note Summary of Significant Accounting Policies

Nature of Operations

Lyons Bancorp Inc the Company provides full range of commercial banking services to

individual and small business customers through its wholly-owned subsidiary The Lyons National

Bank the Bank The Banks operations are conducted in eleven branches located in Wayne

Onondaga Yates Ontario and Seneca Counties New York The Company and the Bank are subject

to the regulations of certain federal agencies and undergo periodic examinations by those regulatory

authorities

The Company owns all of the voting common shares of Lyons Capital Statutory Trust Trust

Lyons Capital Statutory Trust II Trust II and Lyons Statutory Trust Ill Trust III Trust was

formed in 2003 Trust II was formed in 2004 and Trust III was formed in 2009 The Trusts were

each formed for the purpose of securitizing trust preferred securities the proceeds of which were

advanced to the Company and contributed to the Bank as additional capital

The Bank owns all of the voting stock of Lyons Realty Associates Corp LRAC and prior to

December 2011 LNB Life Agency Inc LNB Life LRAC is real estate investment trust which

holds portfolio of real estate mortgages In order to maintain its status as real estate investment

trust LRAC holds the real estate mortgages until they are paid The real estate mortgages held by

LRAC are included in loans on the consolidated balance sheet LNB Life provided non-insured

financial services and products to the Banks customers LNB Life was dissolved in December 2011

as the Bank discontinued offering these products and services to customers

Basis of Consolidation

The consolidated financial statements include the accounts of the Company the Bank LRAC and

LNB Life All significant intercompany accounts and transactions have been eliminated in

consolidation

The accounts of Trust Trust II and Trust III are not included in the consolidated financial

statements as discussed in Note

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles

generally accepted in the United States of America GAAP requires management to make estimates

and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the consolidated financial statements and the reported amounts of

revenues and expenses during the reporting period Actual results could differ from those estimates

Material estimates that are particularly susceptible to significant change in the near future relate to

the determination of the allowance and provision for loan losses other-than-temporary impairment

of investment securities actuarial assumptions associated with the Companys benefit plans and

deferred tax assets and liabilities

Recently Issued Accounting Pronouncements

In April 2011 the FASB issued ASU 201 1-02 Receivables Topic 310 Creditors Determination

of Whether Restructuring Is Troubled Debt Restructuring This Update provides additional

guidance and clarification to help creditors in determining whether creditor has granted

concession and whether restructuring constitutes troubled debt restructuring TDR This Update
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Lyons Bancorp Inc

Note Summary of Significant Accounting Policies Continued

Recently Issued Accounting Pronouncements continued

was effective for the first interim or annual period beginning on or after June 15 2011 with

retrospective application to the beginning of the annual period of adoption The measurement of

impairment should be done retrospectively in the period of adoption for loans that are newly

identified as TDRs upon adoption of this Update In addition the TDR disclosures required by

ASU 2010-20 Receivables Topic 310 Disclosures about the Credit Quality of Financing

Receivables and the Allowance for Credit Losses are required beginning in the period of adoption of

this Update The adoption of this Update did not have material impact on its consolidated financial

statements

In April 2011 the FASB issued ASU No 2011-03 Transfers and Servicing Topic 860

Reconsideration of Effective Control for Repurchase Agreements This Update revises the criteria

for assessing effective control for repurchase agreements and other agreements that both entitle and

obligate transferor to repurchase or redeem financial assets before their maturity The

determination of whether the transfer of financial asset subject to repurchase agreement is sale

is based in part on whether the entity maintains effective control over the financial asset This

Update removes from the assessment of effective control the criterion requiring the transferor to

have the ability to repurchase or redeem the financial asset on substantially the agreed terms even in

the event of default by the transferee and the related requirement to demonstrate that the transferor

possesses adequate collateral to fund substantially all the cost of purchasing replacement financial

assets The amendments in this Update are effective for interim and annual reporting periods

beginning on or after December 15 2011 The amendments are applied prospectively to transactions

or modifications of existing transactions that occur on or after the effective date and early adoption is

permitted The adoption of this guidance is not expected to have material impact on the

Companys consolidated financial condition or result of operations

In May 2011 the FASB issued ASU 20 11-04 Fair Value Measurement Topic 820 Amendments to

Achieve Common Fair Value Measurement and Disclosure Requirements in US GAAP and IFRS

The guidance clarifies and expands the disclosures pertaining to unobservable inputs used in Level

fair value measurements including the disclosure of quantitative information related to the

valuation processes used the sensitivity of the fair value measurement to changes in

unobservable inputs and the interrelationships between those unobservable inputs and use of

nonfinancial asset in way that differs from the assets highest and best use The amendments are

effective for annual periods beginning after December 15 2011 The Company does not expect this

pronouncement to have material effect on its consolidated financial statements

Earlier this year the FASB issued ASU No 2011-05 Comprehensive Income Topic 220
Presentation of Comprehensive Income ASU 20 11-05 ASU 2011-05 was intended to

increase the prominence of other comprehensive income in financial statements and help

financial statement users better understand the cause of companys change in financial

position and results of operations Stakeholders however recently raised concerns that new

presentation requirements about the reclassification of items out of accumulated other

comprehensive income would be costly for
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Lyons Bancorp Inc

Note Summary of Significant Accounting Policies Continued

Recently Issued Accounting Pronouncements continued

preparers and add unnecessary complexity to financial statements ASU 2011-12 Deferral

of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out of

Accumulated Other Comprehensive Income in ASU 2011-05 ASU 2011-12 defers the

specific requirement to present items that are reclassified from accumulated other

comprehensive income to net income separately with their respective components of net

income and other comprehensive income ASU 2011-12 did not defer the requirement to

report comprehensive income either in single continuous statement or in two separate but

consecutive financial statements

ASU 2011-05 and ASU 2011-12 are effective for public entities for fiscal years and interim

periods within those years beginning after December 15 2011 Management does not

expect the adoption of this statement to have material impact on the Companys

consolidated financial statements

Investment Securities

Securities are classified as held to maturity and carried at amortized cost when management has the

positive intent and ability to hold them until maturity Securities to be held for indefinite periods of

time are classified as available for sale and carried at fair value with the unrealized holding gains

and losses reported as component of other comprehensive income net of tax Securities held for

resale for liquidity purposes are classified as trading and are carried at fair value with changes in

unrealized holding gains and losses included in income Management determines the appropriate

classification of securities at the time of purchase Restricted equity securities consist primarily of

Federal Reserve Bank and the Federal Home Loan Bank stock

Purchase premiums and discounts are recognized in interest income using the interest method or

methods that approximate the interest method over the terms of the securities Interest and dividends

on securities are recognized in interest income using the interest method over the terms of the

securities Gains and losses on the sale of securities are determined using the specific identification

method

On quarterly basis the Company performs an assessment to determine whether there have been

any events or economic circumstances indicating that security with an unrealized loss has suffered

other-than-temporary impairment security is considered impaired if the fair value is less than its

amortized cost basis at the reporting date If impaired the Company then assesses whether the

unrealized loss is other-than-temporary The assessment considers whether the Company intends

to sell the security prior to recovery and/or maturity ii whether it is more likely than not that the

Company will have to sell the security prior to recovery and/or maturity and iii if the present value

of the expected cash flows is not sufficient to recover the entire amortized cost basis If debt

security is deemed to be other-than-temporarily impaired the credit loss component of an other

than-temporary impairment write-down is recorded in earnings while the remaining portion of the

impairment loss is recognized net of tax in other comprehensive income provided that the Company

does not intend to sell the underlying security and it is more-likely-than not that the Company would

not have to sell the security prior to recovery
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Lyons Bancorp Inc

Note Summary of Significant Accounting Policies Continued

Investment Securities continued

The Company considers the following factors in determining whether credit loss exists and the

period over which the security is expected to recover

The length of time and the extent to which the fair value has been less than the amortized

cost basis

The level of credit enhancement provided by the structure which includes but is not limited

to credit subordination positions excess spreads overcollateralization protective triggers

Changes in the near term prospects of the issuer or underlying collateral of security such

as changes in default rates loss seventies given default and significant changes in

prepayment assumptions

The level of excess cash flow generated from the underlying collateral supporting the

principal and interest payments of the debt securities and

Any adverse change to the credit conditions of the issuer of the security such as credit

downgrades by the rating agencies

Loans

The Bank grants real estate commercial and consumer loans to its customers substantial

portion of the loan portfolio is represented by real estate loans in Wayne Ontario Yates

Onondaga and Seneca Counties The Companys loan portfolio includes residential real

estate commercial real estate agricultural real estate commercial and agricultural loans

and consumer installment classes Residential real estate loans include classes for 1-4

family and home equity loans Consumer installment loans include classes for direct and

indirect loans

Loans that management has the intent and ability to hold for the foreseeable future or until

maturity or payoff are stated at their outstanding unpaid principal balances net of an

allowance for loan losses and any deferred fees or costs Interest income is accrued on the

unpaid principal balance Loan origination fees net of certain direct origination costs are

deferred and recognized as an adjustment of the yield interest income of the related loans

The Bank is generally amortizing these amounts over the contractual life of the loan

Premiums and discounts on purchased loans are amortized as adjustments to interest income

using the effective yield method

Interest income is accrued on the unpaid principal balance The accrual of interest on loans

is discontinued at the time the loan is 90 days past due unless the credit is well-secured and

in process of collection Credit card loans and other personal loans are typically charged off

no later than 180 days past due Past due status is based on contractual terms of the loan In

all cases loans are placed on nonaccrual or charged-off at an earlier date if collection of

principal or interest is considered doubtful All interest accrued but not collected for loans
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Lyons Bancorp Inc

Note Summary of Significant Accounting Policies Continued

Loans continued

that are placed on nonaccrual or charged off is reversed against interest income or the

allowance for loan losses if the interest income was earned in prior period The interest on

these loans is accounted for on the cash-basis or cost-recovery method

until qualifying for return to accrual Loans are returned to accrual status when all the

principal and interest amounts contractually due are brought current and future payments are

reasonably assured

Management considering current information and events regarding the borrowers ability to repay

their obligations considers loan to be impaired when it is probable that the Company will be

unable to collect all amounts due according to the contractual terms of the loan agreement When

loan is considered to be impaired the amount of the impairment is measured based on the present

value of expected future cash flows discounted at the loans effective interest rate or at the loans

observable fair value or the fair value of underlying collateral if the loan is collateral-dependent

Impairment losses are included in the allowance for loan losses through charge to the provision for

loan losses Cash receipts on impaired loans are generally applied to reduce the principal balance

outstanding In considering loans for evaluation of impairment management generally excludes

smaller balance homogeneous loans residential mortgage loans home equity loans and all

consumer loans unless subject to troubled debt restructuring These loans are collectively

evaluated for risk of loss

Loans Held for Sale

Generally loans held for sale consist of residential mortgage loans that are originated and are

intended to be sold through agreements the Bank has with the Federal Home Loan Bank FHLB and

the Federal Home Loan Mortgage Corporation Freddie Mac From time to time the Bank may

also hold commercial loans for sale Realized gains and losses on sales are computed using the

specific identification method These loans are carried on the consolidated balance sheet at the

lower of cost or estimated fair value determined in the aggregate Loans held for sale totaled $4.6

million and $857000 at December 31 2011 and 2010 respectively and are included in loans on the

consolidated balance sheets

During 2011 and 2010 the Company sold residential mortgage loans totaling $38.8 million

and $39.4 million respectively and realized gains on these sales were $743000 and

$534000 respectively These residential real estate loans are generally sold without

recourse in accordance with standard secondary market loan sale agreements When

residential mortgage loans are sold the Company typically retains all servicing rights which

provides the Company with source of fee income In connection with the sales in 2011 and

2010 the Company recorded mortgage-servicing assets of $225000 and $227000

respectively Amortization of mortgage servicing assets amounted to $185000 in 2011 and

$174000 in 2010 Net mortgage-servicing assets included in the consolidated balance

sheets totaled $462000 and $422000 net of amortization as of December 31 2011 and

2010 respectively Total loans serviced for others amounted to $136.1 million and $121.3

million at December 31 2011 and 2010 respectively
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Lyons Bancorp Inc

Note Summary of Significant Accounting Policies Continued

Allowance for Loan Losses

The allowance for loan losses allowance is established as losses are estimated to have occurred in

the loan portfolio The allowance is recorded through provision for loan losses charged to

earnings

Loan losses are charged against the allowance when management believes the uncollectibility of

loan balance is confirmed Subsequent recoveries if any are credited to the allowance

The allowance is evaluated on regular basis by management and is based upon managements

periodic review of the collectibility of the loans in light of historical experience the nature and

volume of the loan portfolio adverse situations that may affect the borrowers ability to repay

estimated value of any underlying collateral and prevailing economic conditions This evaluation is

inherently subjective as it requires estimates that are susceptible to significant revision as more

information becomes available

The allowance consists of general specific and unallocated components as further described below

General Component

The general component of the allowance is based on historical loss experience adjusted for

qualitative factors stratified by the following loan classes residential real estate commercial real

estate agriculture real estate commercial and agricultural loans and consumer installment

segments Management uses rolling average of historical losses based on time frame appropriate

to capture relevant loss data for each loan segment The historical loss factor is adjusted for the

following qualitative factors levels and trends in delinquencies trends in volume and terms of loans

effects of changes in risk selection and underwriting standards and other changes in lending policies

procedures and practices experience/ability/depth
of lending management and staff and national

and local economic trends and conditions There were no changes in the Companys policies or its

methodology pertaining to the general component of the allowance during 2011

The qualitative factors are determined based on the various risk characteristics of each loan type

Risk characteristics relevant to each loan type are as follows

Residential real estate The Company generally does not originate loans with loan-to-value ratio

greater than 80 percent and does not grant subprime loans The majority of loans in this segment are

collateralized by owner-occupied residential real estate and repayment is dependent on the credit

quality of the individual borrower The overall health of the economy including unemployment

rates and housing prices will have an effect on the credit quality in this class

Commercial real estate Loans in this class represent both extensions of credit for owner-occupied

real estate and income-producing properties throughout the local region The underlying cash flows

of the operating commercial businesses owner-occupied and income properties non-owner

occupied can be adversely impacted by downturn in the economy as evidenced by increased

vacancy rates which in turn will have an effect on the credit quality in this class In majority of

cases the Company obtains rent rolls annually and continually monitors the cash flows of non

owner occupied loans commensurate with sound lending practices
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Lyons Ban corp Inc

Note Summary of Significant Accounting Policies Continued

Allowance for Loan Losses continued

Agricultural real estate Loans in this class represent extensions of credit for owner-occupied

agricultural real estate throughout the local region The underlying cash flows generated by the

agribusinesses can be adversely impacted by adverse climate and weakened economy which in

turn will have an effect on the credit quality in this class Management obtains annual tax returns

and continually monitors the cash flows of these loans commensurate with sound lending practices

Commercial and Agricultural
loans Loans in these classes are made to businesses and generally

secured by the assets of the business Repayment is expected from the cash flows of the business

weakened economy and resultant decreased consumer spending will have an effect on the credit

quality in this class

Consumer installment loans Loans in this segment may be secured or unsecured and repayment is

dependent on the credit quality of the individual borrower Unemployment rates will have an effect

on the credit quality in this class

Specific Component

The specific component relates to loans that are classified as impaired Impairment is measured on

loan by loan basis for commercial and agricultural loans commercial real estate and agricultural real

estate by either the present value of expected future cash flows discounted at the loans effective

interest rate or the fair value of the collateral less costs to sell if determined to be more appropriate

An allowance is established when the discounted cash flow or collateral value of the impaired loan is

lower than the carrying value of that loan Large groups of smaller balance homogeneous loans are

collectively evaluated for impairment Accordingly the Company does not separately identify

individual consumer or residential real estate loans for impairment disclosures unless such loans are

subject to troubled debt restructuring agreement

loan is considered impaired when based on current information and events it is probable that the

Company will be unable to collect the scheduled payments of principal or interest when due

according to the contractual terms of the loan agreement Factors considered by management in

determining impairment include payment status collateral value and the probability of collecting

scheduled principal
and interest payments when due

All impaired loans require appraisals and/or chattel evaluations within 180 days of

impairment unless existing evaluation is less than 24 months old and no market or physical

deterioration is noted Re-appraisals and/or re-evaluations should be conducted whenever

deemed appropriate but typically recommended on 24 month cycle if repayment is

predicated upon liquidation of collateral and evidence suggests collateral values may have

deteriorated

Loans that experience insignificant payment delays and payment shortfalls generally are not

classified as impaired Management determines that significance of payment delays and payment

shortfalls on case-by-case basis taking into consideration all of the circumstances surrounding the

loan and the borrower including the length of the delay the reason for the delay the borrowers

prior payment record and the amount of the shortfall in relation to the principal
and interest owed
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Lyons Bancorp Inc

Note Summary of Significant Accounting Policies Continued

Allowance for Loan Losses continued

Unallocated Component

An unallocated component is maintained to cover uncertainties that could affect managements

estimate of probable losses The unallocated component of the allowance reflects the margin of

imprecision inherent in the underlying assumptions used in the methodologies for estimating

allocated and general reserves in the portfolio

Troubled Debt Restructurings

modification of loan constitutes troubled debt restructuring TDR when borrower

is experiencing financial difficulty and the modification constitutes concession Loans

modified in TDR often involve temporary interest-only payments term extensions

reducing the interest rate for the remaining term of the loan extending the maturity date at

an interest rate lower than the current market rate for new debt with similar risk requesting

additional collateral releasing collateral for consideration or substituting or adding new

borrower or guarantor

All of the loans identified as TDRs by the Company in 2011 and 2010 were previously on

nonaccrual status and reported as impaired loans prior to restructuring All loans

restructured during 2011 are on nonaccrual status as of December 31 2011 Nonaccrual

loans that are restructured remain on nonaccrual status but may move to accrual status after

they have performed according to the restructured terms for period of time of at least six

months The TDR classification did not have material impact on the Companys
determination of the allowance for loan losses because the modified loans were impaired

and evaluated for specific allowance both before and after restructuring

Land Premises and Equipment

Land is stated at cost Premises and equipment are recorded at cost and are generally depreciated by

the straight-line method over the estimated useful lives of the assets Buildings are generally

depreciated over useful life of thirty nine and one half years furniture and equipment over useful

life of three to seven years and leasehold improvements over the lesser of the assets useful life or

the term of the lease

Bank Owned Life Insurance

Bank owned life insurance BOLl was purchased by the Bank as financing tool for employee

benefits and to fund discriminatory retirement benefits for the Board of Directors and executive

management The value of life insurance financing is the tax preferred status of increases in life

insurance cash values and death benefits and the cash flow generated at the death of the insured

The proceeds or increases in cash surrender value of the life insurance policy results in tax-exempt

income to the Company The largest risk to the BOLl program is credit risk of the insurance

carriers To mitigate this risk annual financial condition reviews are completed on all carriers

BOLl is stated on the Companys consolidated balance sheets at its current cash surrender value

Increases in BOLls cash surrender value are reported as noninterest income in the Companys

consolidated statements of income
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Lyons Ban corp Inc

Note Summary of Significant Accounting Policies Continued

Foreclosed Real Estate

Included in other assets are real estate properties acquired through or in lieu of loan foreclosure

These properties are initially recorded at fair value less estimated selling costs at the date of

foreclosures Any write-downs based on the assets fair value at date of foreclosure are charged to

the allowance for loan losses After foreclosure property held for sale is carried at the lower of the

new basis or fair value less any costs to sell Costs of significant property improvements are

capitalized whereas costs relating to holding property are expensed Valuations are periodically

performed by management and any subsequent write-downs are recorded as charge to operations

if necessary to reduce the carrying value of the property to the lower of its cost or fair value less

cost to sell There was no foreclosed real estate at December 31 2011 Foreclosed real estate at

December 31 2010 was $197000

Treasury Stock

Treasury stock is recorded at cost Shares arc reissued on the average cost method except for

issuance of deferred compensation shares which are discussed in Note 12

Interest Rate Swap Agreement

The Company utilizes an interest rate swap agreement as part of its management of interest rate risk

to modif the repricing characteristics of its floating-rate junior subordinate debentures For this

swap agreement amounts receivable or payable are recognized as accrued under the terms of the

agreement and the net differential is recorded as an adjustment to interest expense of the related

debentures The interest rate swap agreement is designated as cash flow hedge Therefore the

effective portion of the swaps unrealized gain or loss was initially recorded as component of other

comprehensive income net of tax The ineffective portion of the unrealized gain or loss if any is

immediately reported in other operating income The Company considers its interest rate swap

agreement to be fully effective and accordingly it has not recorded any gains or losses in earnings

during 2011 or 2010

Advertising Costs

Advertising costs are expensed as incurred

Noncontrolling Interest

Noncontrolling interest
represents the portion of ownership and interest expense that is attributable

to the minority owners of LRAC The minority ownership is in the form of 8.50% cumulative

preferred stock and the dividends paid are included in noncontrolling interest as charge against

income

Income Taxes

Income taxes are provided for the tax effects of certain transactions reported in the consolidated

financial statements Income taxes consist of taxes currently due plus deferred taxes related

primarily to temporary differences between the financial reporting and income tax basis of the

allowance for loan losses premises and equipment and prepaid and accrued employee benefits The

deferred tax assets and liabilities represent the future tax return consequences of the temporary

differences which
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Lyons Bancorp Inc

Note Summary of Significant Accounting Policies Continued

Income Taxes continued

will either be taxable or deductible when the assets and liabilities are recovered or settled Deferred

tax assets and liabilities are reflected at income tax rates applicable to the period in which the

deferred tax assets and liabilities are expected to be realized or settled As changes in tax laws or

rates are enacted deferred tax assets and liabilities are adjusted through the provision for income

taxes The Company recognizes interest and penalties accrued on any unrecognized tax benefits as

component of income tax expense

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when control over the assets has been

surrendered Control over transferred assets is deemed to be surrendered when the assets have

been isolated from the Company the transferee obtains the right free of conditions that constrain

it from taking advantage of that right to pledge or exchange the transferred assets and the

Company does not maintain effective control over the transferred assets through an agreement to

repurchase them before their maturity

Earnings Income Per Share

Basic earnings per share represents income available to common shareholders divided by the

weighted-average number of common shares outstanding during the period Diluted earnings per

share reflects additional common shares that would have been outstanding if dilutive potential

common shares had been issued as well as adjustments to net income for interest expense relating to

convertible securities net of tax that would result from the assumed issuance Treasury shares are

not deemed outstanding for earnings per share calculations See Note 13 for earnings per
share

calculations

Statements of Cash Flows

For the purpose of presentation in the consolidated statements of cash flows cash and cash

equivalents are defined as the sum of cash and due from banks federal funds sold and interest-

bearing deposits in banks with an original maturity of less than three months

Off-Balance-Sheet Financial Instruments

In the ordinary course of business the Bank has entered into off-balance-sheet financial instruments

consisting of commitments to extend credit and standby letters of credit Such financial instruments

are recorded in the consolidated financial statements when they are funded or related fees are

incurred or received

Segment Reporting

The Company has evaluated the activities relating to its strategic business units and determined that

these strategic business units are similar in nature and managed accordingly The strategic business

units are not reviewed separately to make operating decisions or assess performance Therefore the

Company has determined it has no reportable segments
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Note Restrictions on Cash and Due from Banks

The Bank is required to maintain reserve funds in cash and/or on deposit with the Federal Reserve Bank

The required reserve at December 31 2011 and 2010 was $8.0 million and $8.3 million respectively

The Bank is also required to maintain clearing balance funds on deposit with the Federal Reserve Bank

The required minimum clearing balance at December 31 2011 and 2010 was $600000

Note Investments

The amortized cost and fair value of investment securities with gross
unrealized gains and losses are as

follows at December 31 2011 and 2010

Gross Gross

Amortized Unrealized Unrealized Fair

In thousands
Cost Gains Losses Value

December 31 2011

Available for Sale

United States treasuries 5066 89 5155

United States agencies 29639 1173 30812

State and local governments 49933 1476 .- 51409

Mortgage-backed securities 54759 954 55704

Total Available for Sale 139397 3692 143080

Held to Maturity

Local governments 7558 7558

Restricted Equity Securities 4001 4001

Gross Gross

Amortized Unrealized Unrealized Fair

In thousands
Cost Gains Losses Value

December 31 2010

Available for Sale

United States treasuries 13.259 282 12.977

United States agencies 27440 27 451 27.016

State and local governments 52.547 986 243 53290

Mortgage-backed securities 60551 938 476 61013

Total Available for Sale 153797 1951 1452 154296

Held to Maturity

Local governments 5306 5306

Restricted Equity Securities 2949 2949
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Note Investments Continued

All of the above mortgage-backed securities are residential direct pass through securities or

collateralized mortgage obligations issued or backed by government sponsored enterprises

GSEs Restricted equity securities primarily include non-marketable Federal Home Loan

Bank New York FHLBNY stock and non-marketable Federal Reserve Bank FRB stock both

of which are required to be held for regulatory purposes and for borrowing availability The

required investment in FHLBNY stock is tied to both the Companys borrowing levels with the

FHLB and commitments to sell residential mortgage loans to the FHLB Holdings of FHLBNY

stock and FRB stock totaled $3.2 million and $380000 at December 31 2011 respectively and

$2.2 million and $380000 at December 31 2010 respectively These securities are carried at

par which is also cost Restricted equity securities also include miscellaneous investments

carried at par which is also cost

Restricted equity securities are held as long-term investment and value is determined based on the

ultimate recoverability of the par value Impairment of these investments is evaluated quarterly and is

matter of judgment that reflects managements view of the issuers long-term performance which

includes factors such as the following its operating performance the severity and duration of declines in

the fair value of its net assets related to its capital stock amount its commitment to make payments

required by law or regulation and the level of such payments in relation to its operating performance and

its liquidity and funding position After evaluating these considerations the Company concluded that the

par
value of these investments will be recovered and as such has not recognized any impairment on its

holdings of restricted equity securities

The following table sets forth the Companys investment in securities with unrealized losses of less than

twelve months and unrealized losses of twelve months or more at December 31

Less than 12 Months 12 Months or More Total

Fair Unrealized Fair Unrealized Fair Unrealized

In thousands Value Losses Value Losses Value Losses

December 31 2011

United States treasuries

United States agencies

State and local

governments

Mortgage-backed

securities 4380 4380

4380 4380
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Note Investments Continued

Less than 12 Months 12 Months or More Total

Fair Unrealized Fair Unrealized Fair Unrealized

In thousands Value Losses Value Losses Value Losses

December 31 2010

United States treasuries 12977 282 12977 282

United States agencies 16920 451 16920 451

State and local

governments 11203 242 569 11772 243

Mortgage-backed

securities 23184 476 23184 476

$64284 1451 569 $64853 $1452

On quarterly basis the Company performs an assessment to determine whether there have

been any events or economic circumstances indicating that security with an unrealized loss

has suffered other-than-temporary impairment Consideration is given to the length of time

and the extent to which the fair value has been less than the amortized cost basis the

financial condition of the issuer and guarantor if any and adverse conditions specifically

related to the security industry or geographic area failure of the issuer of the security to

make scheduled interest or principal payments any changes to the rating of security by

rating agency the presence of credit enhancements if any including the guarantee of the

federal government or any of its agencies whether the Company intends to sell or more

likely than not be required to sell the debt security and if the present value of the expected

cash flow is not sufficient to recover the entire amortized cost

There were two securities with unrealized losses for less than twelve months at December 31

2011 while at December 31 2010 there were fifty-five securities with losses for less than

twelve months and one security with losses greater than twelve months Substantially all of the

unrealized losses on the Companys securities were caused by market interest rate changes from

those in effect when the securities were purchased by the Company The contractual terms of

these securities do not permit the issuer to settle the securities at price less than par value

Except for certain state and local government obligations all securities rated by an independent

rating agency carry an investment grade rating Financial information relating to unrated state

and government obligations is reviewed for indications of adverse conditions that may indicate

other-than-temporary impairment Because the Company does not intend to sell the securities

with unrealized losses and it believes it is not likely to be required to sell the securities before

recovery of their amortized cost basis which may be and is likely to be maturity the Company

does not consider these securities to be other-than-temporarily impaired at December 31 2011

In addition there were no other-than-temporarily impaired charges in 2011 and 2010
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Note Investments Continued

The amortized cost and fair value of debt securities at December 31 2011 by contractual maturity are

shown below Expected maturities may differ from contractual maturities because borrowers may have

the right to call or prepay obligations without call or prepayment penalties

In thousands Available for Sale Held to Maturity

Amortized Fair Amortized Fair

Cost Value Cost Value

Due in one year or less 7104 7155 4020 4020

Due after one year through five years 51651 52966 1504 1504

Due after five years through ten years 23883 25216 809 809

Due after ten years 2000 2039 1225 1225

Securities not due at single maturity date 54759 55704

139397 143080 7558 7558

During 2011 the Company sold $13.6 million of available for sale securities while in 2010 the

Company sold $35.6 million of available for sale securities Gross gains on the sales/calls of

investments in 2011 were $407000 Gross gains on the sales/calls of investment securities in 2010 were

$727000 Investment securities with carrying amounts of$100.0 million and $76.2 million at December

31 2011 and 2010 respectively were pledged to secure deposits as required or permitted by law

Note Loans

Loans consist of the following at December 31 2011 and 2010

2011 2010

In thousands

Residential real estate

1-4 family 91883 72805

Home equity 51800 48168

Commercial 84193 72978

Agriculture 20839 19792

Total mortgage loans on real estate 248715 213743

Commercial loans 58778 51439

Agriculture loans 23024 19790

Consumer installment loans

Direct 14413 12916

Indirect 15021 14741

Total consumer installment loans 29434 27657

Total loans $359951 312629
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Note Loans Continued

Net unamortized loan origination costs totaled $677000 and $385000 at December 31 2011 and

2010 respectively and are included with their related loan class

The Company has transferred portion of its originated commercial commercial real estate

agriculture and agriculture real estate loans to participating lenders The amounts transferred have

been accounted for as sales and are therefore not included in the Companys accompanying

consolidated balance sheets The Company and participating lenders share ratably in cash flows

and any gains or losses that may result from borrowers lack of compliance with contractual

terms of the loan The Company continues to service the loans on behalf of the participating

lenders and as such collects cash payments from the borrowers remits payments net of

servicing fees to participating lenders and disburses required escrow funds to relevant parties At

December 31 2011 and 2010 the Company was servicing loans for participants aggregating $6.7

million and $9.0 million respectively

Loans are considered past due if the required principal and interest payments have not been

received as of the date such payments are due Generally loans are placed on nonaccrual status

if principal or interest payments become 90 days or more past due and/or management deems

the collectability of the principal and/or interest to be in question as well as when required by

regulatory requirements The majority of the Companys loans classified as nonaccrual are not

past due in accordance with their contractual obligations however there are facts and

circumstances regarding these loans that deem the collectability of the contractual payments to

be in question

The following table presents past due loans by classes of the loan portfolio at December 31

2011 and 2010

30-89 Days 90 Days and Loans on

In thousands
Current Past Due Greater Total Loans Nonaccrual

December 31 2011

Residential real estate

1-4family 91538 231 114 91.883 197

Home equity 51392 408 51800

Commercial real estate 83817 376 84193 4956

Agriculture real estate 20839 20839 211

Commercial loans 58600 178 58778 371

Agriculture loans 23018 23024

Consumer installment loans

Direct 14383 15 15 14413

Indirect 14981 40 15021 200

Total 358568 1254 129 359951 5941
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Note Loans Continued

30-89 Days 90 Days and Loans on

In thousands Current Past Due Greater Total Loans Nonaccrual

December 31 2010

Residential real estate

1-4 family 72805 72805

Home equity 48084 84 48168

Commercial real estate 72110 428 440 72978 4435

Agriculture real estate 19792 19792 275

Commercial loans 50924 256 259 51439 623

Agriculture loans 19777 13 19790

Consumer installment loans

Direct 12882 34 12916

Indirect 14477 264 14741 267

Total 310851 1079 699 312629 $5601

At December 31 2011 and 2010 loans that were over 90 days delinquent and still accruing

totaled $15000 and $0 respectively

The changes in the allowance for loan losses are as follows for the years ended December 31 2011 and

2010

2011 2010

In thousands

Balance January $6441 $4912

Provision for loan losses 965 2405

Recoveries 229 124

Charge-offs 634 1000

Balance December 7001 6.441

Activity in the allowance for loan losses for the year ended December 31 2011 follows

In thousands

Residential

Commercial Agriculture Real

December 31 2011 Commercial Real Estate Agriculture Real Estate Estate Consumer Unallocated Total

Beginning balance 1110 2040 210 152 1054 517 1.358 6.4

Provisions for loan losses 346 720 49 15 400 52 513
Recoveries of loans

previously charged off 62 10 19 138

Loanschargedoff 308 III 215 63

Endingbalance 1210 2770 259 167 1362 388 845 70
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The allocation of the allowance for loan losses by loan type is as follows at December 31 2011

and 2010

In thousands

December 31 2011 Commercial

Commercial

Real Estate

Agriculture
Residential

Agriculture
Real Estate Real Estate Consumer Unallocated

Tot

Amount of allowance

for loan losses on loans

individually evaluated

for impairment
124 1687

II

Amount of allowance

for loan losses on loans

collectively evaluated

for impairment 1086 1083 259 167 1362 388 845 91

Total allowance for

loan losses 1210 2770 259 167 1362 388 845 01

Loans individually

evaluated for

impairment

Loans collectively

evaluated for

impairment

Total Loans

December 31 2010

Commercial

Commercial Real Estate

Agriculture
Residential

Agriculture
Real Estate Real Estate Consumer Unallocated iota

Amount of allowance

for loan losses on loans

individually evaluated

for impairment
299 824

Amount of allowance

for loan losses on loans

collectively evaluated

for impairment 811 1216 210 152 1054 517 1358 531

Total allowance for

loan losses 1110 2040 210 152 1054 517 1358 644

Loans individually

evaluated for

impairment

Loans collectively

evaluated for

impairment

Total Loans

371 4956
211

58407 79237 23018 20628 143683 29434

$58778 $84193 $23024 $20839 $143683 $29434

354

$359 51

623 4435

50816

$51439

275

68543

72978

19789

19790

19517

19792

531

120973

$120973

27657

27657

30

$31

2c

62
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Note Loans Continued

Management is committed to early recognition of loan problems and to maintaining an adequate

allowance At least quarterly management reviews all commercial and commercial real estate

loans and leases and agriculturally related loans with an outstanding principal balance of over

$100000 that are internally risk rated special mention or worse giving consideration to

payment history debt service payment capacity collateral support strength of guarantors local

market trends industry trends and other factors relevant to the particular borrowing

relationship Through this process management identifies impaired loans For loans considered

impaired estimated exposure amounts are based upon collateral values or present value of

expected future cash flows discounted at the original effective interest rate of each loan For

commercial loans commercial mortgage loans agricultural mortgages and agricultural loans

not specifically reviewed and for homogenous loan portfolios such as residential mortgage

loans and consumer loans estimated exposure amounts are assigned based upon historical net

loss experience and current charge-off trends past due status and managements judgment of

the effects of current economic conditions on portfolio performance In determining and

assigning historical loss factors to the various homogeneous portfolios the Company calculates

average net losses over period of time and compares this average to current levels and trends

to ensure that the calculated average loss factor is reasonable

Significant factors that could give rise to changes in these estimates may include but are not limited to

changes in economic conditions in the local area concentration of risk changes in interest rates and

declines in local property values While management uses available information to recognize losses on

loans future additions to the allowance may be necessary In addition various regulatory agencies as an

integral part of their examination process periodically review the Companys allowance for loan losses

Such agencies may require the Company to recognize additions to the allowance based on their

judgments about information available to them at the time of their examination

The unallocated portion of the allowance for loan losses is maintained to cover uncertainties

that could affect managements estimate of probable losses The primary reason for the

decrease in the unallocated portion of the allowance for loan losses year over year was in

response to review of the Companys largest impaired loan During 2010 this relationship was

deemed impaired and specific allocation was determined using the information available to the

Company The relationship was subsequently restructured in the third quarter of 2010 and has

since performed according to its contractual agreement During 2011 review of possible

outcomes was performed relating to this significant relationship to better quantify the impact to

the Company if the loan discontinued making regular payments and became further distressed

As result of that review which included assumptions regarding collateral values in variety of

disposal situations management allocated an additional $500000 from the unallocated portion

of the allowance as specific allocation to this credit

The above allocation is neither indicative of the specific amounts or the loan categories in

which future charge-offs may occur nor is it an indicator of future loss trends The allocation of

the allowance to each category does not restrict the use of the allowance to absorb losses in any

category
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Note Loans Continued

The following table summarizes information regarding impaired loans by loan portfolio class as

of December 31 2011 and 2010

Unpaid Average Interest

Recorded Principal Related Recorded Income

In thousands Investment Balance Allowance Investment Recognized

December 31 2011

With no related allowance recorded

Commercial loans 247 270 72

Commercial real estate

Agriculture loans 10

Agriculture real estate 211 377 231

With an allowance recorded

Commercial loans 124 124 124 245

Commercial real estate 4956 5327 1687 4887

Total $5544 $6108 $1811 $5592

Summary
Commercial $5327 $5721 $1811 $5355

Agriculture 217 387 237

Total $5544 $6108 $1811 $5592

Unpaid Average Interest

Recorded Principal Related Recorded Income

In thousands Investment Balance Allowance Investment Recognized

December 31 2010

With no related allowance recorded

Commercial loans 83 16

Commercial real estate 440 850 1752

Agriculture loans 24 121

Agriculture real estate 275 392 294

With an allowance recorded

Commercial loans 618 620 299 575 14

Commercial real estate 3995 4110 824 1310

Agriculture loans 32

Total $5334 $6004 $1123 $4167 37

Summary
Commercial $5058 $5588 1123 $3720 31

Agriculture 276 416 447

Total $5334 $6004 1123 $4167 37

1479910 F-25



Lyons Ban corp Inc

Note Loans Continued

The following is summary of troubled debt restructurings
for the year ended December 31 2011

Post

Pre-Modification Modification

Outstanding Outstanding

Number of Recorded Recorded

Dollars in thousands Contracts Investment Investment

Troubled debt restructurings

Commercial real estate
4070 3294

Two commercial real estate loans were granted an extension beyond normal circumstances to

repay protective tax advances The other commercial loan was granted rate reduction

Management performs discounted cash flow calculation to determine the amount of impairment

reserves required on each of the troubled debt restructurings

Any reserve required is recorded through the provision for loan losses The TDRs identified in

2010 required impairment reserves of $824000 There were no troubled debt restructurings that

defaulted in the first twelve months after restructuring was granted

Credit Quality

The Company utilizes ten grade internal loan rating system for commercial commercial real

estate agriculture and agriculture real estate loans Loans that are rated through are

considered pass rated loans with low to average risk

Loans rated are considered special mention These loans have potential weakness that

deserves managements close attention These weaknesses may if not checked or corrected

weaken the asset or inadequately protect the Companys position at some future date

Borrowers may be experiencing adverse operating trends or an ill-proportioned balance sheet

Adverse economic or market conditions may also support special mention rating These

assets pose elevated risks but their weakness does not yet justify
substandard classification

Loans rated an are considered substandard Generally loan is considered substandard if

it is inadequately protected by the current net worth and paying capacity of the obligors and/or

the collateral pledged Substandard loans have high probability of payment default or they

have other well-defined weaknesses They require more intensive supervision by Company

management Substandard loans are generally characterized by current or unexpected

unprofitable operations inadequate debt service coverage inadequate liquidity or marginal

capitalization

Loans rated are considered doubtful Loans classified as doubtful have all the

weaknesses inherent in those classified as substandard with the added characteristic that the

weaknesses make collection or liquidation in full on the basis of currently existing facts highly

questionable and improbable There were no doubtful loans at December 31 2011 or 2010
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Credit Quality continued

Loans rated 10 are considered uncollectible loss and of such little value that their

continuance as loans is not warranted This classification does not mean that the loan has

absolutely no recovery or salvage value but rather that it is not practical or desirable to defer

writing off this basically worthless loan even though partial recovery may be affected in the

future There were no loss loans at December 31 2011 or 2010

On an annual basis or more often if needed the Company formally reviews the ratings on all

commercial commercial real estate agriculture and agriculture real estate loans The Company

also annually engages an independent third party to review significant portion of loans within

these segments Management uses the results of these reviews as part of its annual review

process

The following table presents the classes of the commercial and agriculture loan portfolios

summarized by the aggregate pass rating and the criticized and classified ratings of special

mention and substandard within the Companys internal risk rating system as of December 31
2011 and 2010

In thousands

Commercial Agriculture

Commercial Real Estate Agriculture Real Estate Total

December 31 2011

Grade

Pass $51970 $74314 $21732 $18025 166041

Special Mention 5245 1259 19 62 6585

Substandard 1563 8620 1273 2752 14208

Total 58778 84193 23024 $20839 186834

Commercial Agriculture

Commercial Real Estate Agriculture Real Estate Total

December 31 2010

Grade

Pass $44984 $61324 $19100 $18093 143501

Special Mention 4576 3011 74 546 8207

Substandard 1879 8643 616 1153 12291

Total 51439 72978 19790 19792 163999
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Credit Quality continued

Loans within the residential real estate and consumer portfolios do not have an internal loan rating

system Instead they are monitored for past due status If residential real estate or consumer loan

becomes 90 days past due it is placed into nonaccrual status and the accrual of interest is discontinued

Past due status is based on contractual terms of the loan In all cases loans are placed on nonaccrual if

collection of principal or interest is considered doubtful

The following table presents the classes of the residential real estate and consumer loan

portfolios summarized by performing or nonaccrual as of December 31 2011 and 2010

In thousands

Home Consumer Consumer

1-4 Family Equity Direct Indirect Total

December 31 2011

Performing $91686 51800 14413 14821 172720

Nonaccrual 197 200 397

Total $91883 51800 $14413 $15021 $173117

Home Consumer Consumer

1-4 Family Equity Direct Indirect Total

December 31 2010

Performing 72805 48168 12916 14474 148363

Nonaccrual 267 267

Total 72805 48168 12916 14741 148630

Note Land Premises and Equipment

Land premises and equipment net consist of the following at December 2011 and 201

2011 2010

In thousands

Land 2956 2956

Buildings 10792 10397

Furniture and equipment 5482 5210

Leasehold improvements 427 427

Construction in progress 1332

20989 18990

Less accumulated depreciation 6293 5634

14696 13356
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Depreciation and amortization expense in 2011 and 2010 are included in noninterest expense as follows

2011 2010

In thousands

Buildings 277 250

Furniture and equipment 471 435

Leasehold improvements
17

$756 $702

As of December 31 2011 the Bank had commitments of approximately $800000 for additional capital

expenditures

At December 2011 the Bank leased three of its branch facilities under non-cancelable operating

leases Future minimum rental payments under these leases are as follows

Years Ending December 31 In thousands

2012 101

2013 91

2014 44

2015

2016

Thereafter

236

Rent expense under the operating leases totaled $11 7000 and $114000 in 2011 and 2010 respectively

At December 31 2011 the Bank leased out space under non-cancelable operating leases Future

minimum rental payments to be received by the Company under these leases are as follows

Years Ending December 31 In thousands

2012 129

2013 130

2014 132

2015 118

2016 87

Thereafter 387

983

Rent income under the operating leases totaled $82000 and $85000 in 2011 and 2010 respectively
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Note Deposits

Certificates of deposit in denominations of $100000 and over were $55.3 million and $51.9 million at

December 31 2011 and 2010 respectively

At December 31 2011 scheduled maturities of time deposits are as follows

Years Ending December 31 In thousands

2012 90121

2013 16707

2014 3218

2015 2160

2016 2849

115055

Note Securities Sold Under Agreements to Repurchase

Information concerning securities sold under agreements to repurchase as of and for the years ended

December is summarized as follows

2011 2010

In thousands

Average balance $7416 $8106

Maximum month-end balance $8832 $9510

Carrying amounts of securities including accrued interest $7983 $9290

underlying the agreements

Securities sold under agreements to repurchase mature in less than 90 days from the transaction date

Securities sold under agreements to repurchase either remain under the control of the Bank or are held in

third party custodial accounts that recognize the Banks interest in the securities

Note Borrowings

Borrowings consist of overnight advances and fixed rate term borrowings At December 31 2011 and

2010 there were $15.0 million and $25.8 million in overnight advances outstanding respectively The

table below details additional information related to overnight advances for the years
ended December

31

2011 2010

Dollars in thousands

Average outstanding balance 6190 6800

Interest expense 23 31

Weighted average interest rate during the year 0.37% 0.45%

Weighted average interest rate at end of year 0.31% 0.40%
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At December 31 2011 and 2010 there were term advances outstanding of $20.0 million and $11.0

million respectively During the year ended December 31 2011 $6.0 million in term borrowings

matured and were repaid Term borrowings at December 31 2011 consisted of $20.0 million of fixed

rate fixed term advances with weighted average rate of 0.65% and weighted average maturity of

months Term borrowings at December 31 2010 consisted of $11.0 million of fixed rate fixed term

advances with weighted average rate of .61% and weighed average maturity of 10 months

Scheduled maturities for term borrowings at December31 2011 were as follows

In thousands
Amount

Years ending December 31 In thousands

2012 20000

Total 20000

As member of the FHLB the Bank can use certain unencumbered mortgage-related assets to secure

borrowings from the FHLB At December 31 201 total unencumbered mortgage-related loans were

$25.7 million Additional assets may also qualify as collateral for FHLB advances

The Company through the Bank can use certain unencumbered collateral to secure borrowings at the

Federal Reserve Bank At December 31 2011 total unencumbered collateral in the form of home equity

loans and other consumer loans totaled $48.6 million

The Company through the Bank had available unsecured line of credit agreements with correspondent

banks permitting borrowings to maximum of $10.0 million at December 31 2011 and 2010 There

were no outstanding advances against those lines at December 31 2011 or 2010

Note Junior Subordinated Debentures

On June 27 2003 the Company issued $1.035 million in junior subordinated debentures due June 27

2033 to Trust The Company owns all of the $35000 in common equity of Trust and the debentures

are the sole asset of Trust Trust issued $1.0 million of floating-rate trust capital securities in non

public offering The floating-rate capital securities provide for quarterly distributions at variable

annual coupon rate reset quarterly based on three-month LIBOR plus 2.75% The coupon rate was

3.330% at December 31 2011 and 3.053% at December 31 2010 The securities are callable by the

Company subject to any required regulatory approval at par after June 2008

The Company unconditionally guarantees the Trust capital securities The terms of the junior

subordinated debentures and the common equity of Trust mirror the terms of the trust capital securities

issued by Trust The Company used the net proceeds from this offering to fund an additional $1.0

million capital investment in the Bank to fund its operations and future growth

On August 23 2004 the Company issued $5155 million in junior subordinated debentures due

August 23 2034 to Trust II The Company owns all of the $155000 in common equity of Trust II and
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the debentures are the sole asset of Trust II Trust II issued $5.0 million of floating-rate trust capital

securities in non-public offering The floating-rate capital securities provide for quarterly distributions

at variable annual coupon rate reset quarterly based on three-month LIBOR plus 2.65% The coupon

rate was 3.145% at December 31 2011 and 2.934% at December 31 2010 The securities are callable

by the Company subject to any required regulatory approval at par after August 2009

The Company unconditionally guarantees the Trust II capital securities The terms of the junior

subordinated debentures and the common equity of Trust II mirror the terms of the trust capital securities

issued by Trust II The Company used the net proceeds from this offering to fund an additional $5.0

million capital investment in the Bank to fund its operations and future growth

In December 2009 the Company entered into an interest rate swap agreement swap with an effective

date of February 23 2011 The Company designated the swap as cash flow hedge and it is intended to

protect against the variability of cash flows associated with Trust II The swap modifies the pricing

characteristic of Trust 11 wherein the Company receives interest at three-month LIBOR plus 2.65% from

counterparty and pays fixed rate of interest of 6.80% to the same counterparty calculated on

notional amount of $5.0 million This agreement will expire on November 23 2019 The swap

agreement was entered into with counterparty that met the Companys credit standards and the

agreement contains collateral provisions protecting the at-risk party The Company believes that the

credit risk inherent in this contract is not significant At December 2011 the company pledged $1 .0

million cash collateral to the counterparty

At December 31 2011 and 2010 the fair value of the swap agreement was loss of $933000 and

$383000 respectively and was the amount the Company would have expected to pay to terminate the

agreement The fair value of the swap is included in other liabilities in the accompanying consolidated

balance sheets The net effect of the swap increased interest expense by $166000 in 2011 and $0 in

2010

On February 12 2010 the Company issued $3.027 million in junior subordinated debentures due

February 12 2040 to Trust III The Company owns all of the $95000 in common equity of Trust III

and the debentures are the sole asset of Trust III Trust III issued $2.932 million of fixed rate convertible

trust capital securities in non-public offering These capital securities provide for quarterly

distributions at fixed annual coupon rate of 6.00% The securities are callable by the Company subject

to any required regulatory approval at par after February 2015 Holders of the trust securities may
convert the securities at any time into shares of the Companys common stock at conversion price of

$27.78 per share subject to adjustments for splits stock dividends recapilization and the like and

issuances on pro rata basis below the current market value in-kind dividends and tender offers above

market value

The Company unconditionally guarantees the Trust III capital securities The terms of the junior

subordinated debentures and the common equity of Trust III mirror the terms of the convertible trust

capital securities issued by Trust III The Company used the net proceeds from this offering to fund an

additional $2.9 million capital investment in the Bank for its operations and future growth

In accordance with ASC Topic 810 Consolidation the accounts of Trust Trust II and Trust III are not

included in the consolidated financial statements of the Company However for regulatory purposes the

trust capital securities qualify as Tier capital of the Company subject to 25% of capital limitation

under
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risk-based capital guidelines The portion that exceeds the 25% of capital limitation qualifies as Tier II

capital At December 31 2011 and 2010 $9.0 million in trust capital securities qualified as Tier

capital

Note 10 Income Taxes

The provision for income taxes consists of the following for the years ended December

2011 2010

In thousands
Current tax provision

Federal 1759 1726
State

Total current tax provision 1760 1727

Deferred tax expense/benefit

Federal 71 233
State

71 10
Total deferred tax expense/benefit 243

1760 1484

The provision for income taxes differs from that computed by applying statutory rates to income before

income taxes primarily due to the effects of tax exempt income from investment securities and bank

owned life insurance

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for tax purposes
Components of the Companys net deferred tax assets at December 31 included in other assets in the

accompanying consolidated balance sheets are as follows

2011 2010

In thousands
Deferred tax assets

Allowance for loan losses 2559 2290
Compensation and benefits 2870 1865
Other 458 375

Total deferred tax assets 5887 4530

Deferred tax liabilities

Prepaid pension 1009 943

Depreciation 645 573

Net unrealized gains on available for sale securities 1473 200
Other

557 385

Total deferred tax liabilities 3684 2101

Net deferred tax assets 2203 2429
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Management believes it is more likely than not that all of the deferred tax assets will be realized The

amount of the deferred tax asset considered realizable however could be reduced in the near term if

estimates of future taxable income are reduced

At December 31 201 and December 31 2010 the Company had no unrecognized tax benefits The

Company does not expect the total amount of unrecognized tax benefits to significantly increase within

the next twelve months The Company recognizes interest and penalties on unrecognized tax benefits in

income tax expense in its Consolidated Statements of Income

The Company conducts business only within New York State and therefore files only federal and New

York State tax returns As the Company does not take uncertain tax positions it has established no

liability for uncertain tax positions The Company did not have any accrued interest or penalties

associated with any unrecognized tax benefits

In the normal course of business the Company is subject to examination by taxing authorities

The Company is no longer subject to U.S federal or state income tax examinations for years

before 2007

Note 11 Stockholders Equity

The common stock and treasury stock of the Company at December 31 2011 and 2010 are as follows

2011 2010

Common stock authorized shares $0.50 par
value 2000000 2000000

Issued shares 1301496 1301496
Less treasury stock sharesW 11618 14527
Outstanding shares1 1289878 1286969

Per share amounts have been adfisted to reflect 3-for-2 stock
split effective February 29 20/2

Total comprehensive income is reported in the accompanying consolidated statements of stockholders

equity
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Information related to net other comprehensive income loss is as follows

2011 2010

In thousands

Other comprehensive income loss

Securities available for sale

Changes in net unrealized gains during the year 3591 160

Reclassification adjustment for gains included in income 407 727

Pension and postretirement
benefits

Amortization of prior
service costs

Amortization of net loss 104 89

Net actuarial loss 2175 423

Change in net unrealized losses on the effective portion

of cash flow hedge 550 515

564 1735

Tax liability benefit 225 694

Total other comprehensive income loss 339 1041

The components of accumulated other comprehensive loss net of tax as of December 31 were as

follows

2011 2010

In thousands

Net actuarial losses and prior service costs for pension and

postretirement benefit plans 2432 1190

Net unrealized gain on securities available for sale 2209 299

Net unrealized loss on the effective portion of cash flow

hedge
559

Accumulated other comprehensive loss 782 1121

Note 12 Pension and Postretirement Benefit Plans

The Company participates
in the New York State Bankers Retirement System the System non-

contributory defined benefit pension plan the Pension Plan covering substantially all employees

The benefits are based on years of service and the employees highest average compensation during five

consecutive years of employment

The Company also maintains an unfunded postretirement
health insurance plan the l-lealthcare Plan

for certain employees meeting eligibility requirements

The Company engages independent external actuaries to compute the amounts of liabilities and expense

relating to these plans subject to the assumptions that the Company selects The benefit obligation
for

these plans represents the liability of the Company for current and retired employees and is affected

primarily by the following service cost benefits attributed to employee service during the period
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interest cost interest on the liability due to the passage of time actuarial gains/losses experience

during the year different from that assumed and changes in plan assumptions and benefits paid to

participants

The following table provides reconciliation of the changes in the Pension Plans benefit
obligations and

fair value of assets and the accumulated benefit obligation for the Healthcare Plan for the
years ending

December 31 2011 and 2010

Pension Plan Healthcare Plan

2011 2010 2011 2010

In thousands

Change in benefit obligation

Benefit obligation at beginning of year 5574 4.519 $388 $396
Service cost

599 481

Interest cost
296 262 24 25

Actuarial loss gain 1719 510 38

Expenses

Benefits paid 216 195 30 30
Benefit obligation at end of year 7965 5574 424 388

Change in plan assets

Fair value of plan assets at beginning of

year 6065 4662
Actual return on plan assets

398

Employer contribution
750 1200 30 30

Benefits paid 216 195 30 30
Fair value of plan assets at end of year 6600 6065
Funded status recognized 1365 491 424 388

Accumulated benefit obligation 6380 4.630 424 388

The underfunded status of the Pension Plan has been recognized in other liabilities in the consolidated

balance sheet at December 31 2011 and the overfunded status was recognized in other assets in the

consolidated balance sheet as of December 31 2010 The unfunded status of the Healthcare Plan has
been recognized in other liabilities as of December 31 2011 and 2010
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The components of net periodic benefit cost and other comprehensive income are as follows

Components of net periodic benefit cost

Service cost

Interest cost

Expected return on plan assets

Amortization of prior service cost

Amortization of net loss

Net periodic benefit cost

Other changes in plan assets and benefit obligations

recognized in other comprehensive income

Net loss gain

Recognized actuarial loss

Recognized prior service cost

Recognized in other comprehensive income

Total recognized in net periodic benefit cost and

other comprehensive income

The following table presents the components
of December

$22
1164 70 50

$1168 $48 $22

Pension Plan Healthcare Plan

2011 2010 2011

599 481

In thousands

262

322

$4
24

2010

$3
25296

417

100

579

2137

100

2036

85

507 $32 $32

430 38

85

___________________
_________________________________________

______________
344

2615 851 66 $22

of accumulated other comprehensive loss net of taxes as

Pension Plan Healthcare Plan

Prior service cost credit

Net actuarial loss

Net periodic benefit cost

2010 2011
2011

2381

2384

In thousands

2010

28
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The estimated costs that will be amortized from accumulated other comprehensive loss into net periodic

cost during 2012 are as follows

Pension Healthcare

Plan Plan Total

In thousands

Prior service cost credit

Net actuarial loss 243 250

Total 244 247

Weighted-average assumptions used in accounting for the plans were as follows

Pension Plan Healthcare Plan

2011 2010 2011 2010

Discount rates

Benefit cost for Plan Year 5.38% 5.89% 5.50% 6.00%

Benefit obligation at end of Plan Year 4.27% 5.38% 4.50%_ 5.50%

Expected long-term return on plan assets 7.00% 7.00% N/A N/A

Rate of compensation increase

Benefit cost for Plan Year 3.00% 3.00% N/A N/A

Benefit obligation at end of Plan Year 3.00% 3.00% N/A N/A

The assumed health care cost trend rate used in the postretirement benefit plan at December 2011

was 4.00% Assumed health care trend rates may have significant effect on the amounts reported for

this plan 1% increase in the trend rate would increase the periodic benefit cost by $3000 and increase

the accumulated
postretirement benefit obligation by $48000

The discount rate used for each period was based upon the rates of return on high-quality fixed

income investments The objective of using this approach is to measure the single amount that

if invested at the measurement date in portfolio of high-quality debt instruments would

provide the necessary future cash flows to pay benefits when they became due The discount

rates are evaluated at each measurement date to give effect to changes in the general level of

interest rates

The Companys funding policy is to contribute at minimum an actuarially determined amount that

will satisf the minimum funding requirements determined under the appropriate sections of the Internal

Revenue Code While the Company has satisfied the minimum funding requirement for 2011 it expects
to contribute to the Pension Plan during 2012 However the amount of the contribution is not known at

this time
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Estimated future benefit payments which reflect expected future service as appropriate are as follows

Pension Plan Healthcare Plan

Years Ending December 31 In thousands

2012 209 32

2013 231 32

2014 262 32

2015 298 31

2016 327 31

2017-2021 2107 151

The fair value of the Companys pension plan assets at December 31 2011 and 2010 by asset category

are as follows

Level

Quoted Prices Level

in Active Significant Level

Markets for Other Significant

Identical Observable Unobservable

______________________________
Total Assets

Inputs Inputs

___________________________________ in thousands

December31 2011

Cash equivalents

Foreign currencies 12 12

Short term investment funds 689 689

Total cash equivalents 701 12 689

Equity securities

U.S large cap 1967 1967
U.S mid cap 268 268

U.S small cap

International 921 921

Total equity securities 3162 3162

Fixed income securities

Corporate bonds rated or

higher 274 274

Corporate bonds rated below 321 321

Government issues 1497 1497

CMOs rated or higher 595 595

CMOs rated below 50 50

Total fixed income

securities 2737 2737 ______________
Total 6600 3174 3426
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Level

Quoted Prices Level

in Active Significant Level

Markets for Other Significant

Identical Observable Unobservable

________________________________
Total Assets Inputs Inputs

_____________________________________
in thousands

December 31 2010

Cash equivalents

Foreign currencies 13 13

Short term investment funds 668 668

Total cash equivalents 681 13 668

Equity securities

U.S largecap 1691 1691

U.S mid cap 173 173

U.S.smallcap 13 13

International 1049 1049
Total equity securities 2926 2926

Fixed income securities

Corporate bonds rated or

higher 331 331

Corporate bonds rated below 232 232

Government issues 1763 1763
CMOs rated or higher 91 91

CMOs rated below 41 41

Total fixed income

securities 2458 2458
Total 6065 2939 3126

Fair value is defined under ASC 820 Fair Value Measurements and Disclosures as the

exchange price that would be received for an asset or paid to transfer liability an exit price in

the principal or most advantageous market for the asset or liability in an orderly transaction

between market participants on the measurement date

Valuation techniques used to measure fair value under ASC 820 must maximize the use of

observable inputs and minimize the use of unobservable inputs The standard describes fair

value hierarchy based on three levels of inputs of which the first two are considered observable

and the last unobservable that may be used to measure fair value which are the following

Level 1Quoted prices in active markets for identical assets or liabilities
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Level 2Inputs other than Level that are observable either directly or indirectly such

as quoted prices for similar assets or liabilities quoted prices in markets that are not

active or other inputs that are observable or can be corroborated by observable market

data for substantially the full term of the assets or liabilities

Level 3Unobservable inputs that are supported by little or no market activity and that

are significant to the fair value of the assets or liabilities

In instances in which the inputs used to measure fair value fall into different levels of the fair

value hierarchy the fair value measurement has been determined based on the lowest level input

that is significant to the fair value measurement in its entirety Investments valued using the

NAV Net Asset Value are classified as Level if the System can redeem its investment with

the investee at the NAV at the measurement date If the System can never redeem the

investment with the investee at the NAy it is considered Level If the System can redeem

the investment at the NAV at future date the Systems assessment of the significance of

particular item to the fair value measurement in its
entirety requires judgment including the

consideration of inputs specific to the asset

There were no transfers in or out of Level in the years ended December 31 2011 and 2010

The Pension Plan was established in 1938 to provide for the payment of benefits to employees of

participating banks The Pension Plan is overseen by Board of Trustees who meet quarterly and set the

investment policy guidelines

The overall investment
strategy is to achieve mix of approximately 97% of investments for long-term

growth and 3% for near-term benefit payments with wide diversification of asset types fund strategies

and fund managers The target allocations are shown in the table below Cash equivalents consist

primarily of short term investment funds and foreign currencies Equity securities primarily include

investments in United States large mid and small cap equity securities as well as international equity

securities Fixed income securities include corporate bonds government issued and mortgage backed

securities

The weighted average expected long-term rate of return is estimated based on current trends as well as

projected future rates of return on those assets and reasonable actuarial assumptions based on the

guidance provided by Actuarial Standard Of Practice No 27 Selection of Economic Assumptions for

Measuring Pension Obligations for long term inflation and the real and nominal rate of investment

return for specific mix of asset classes The following assumptions were used in determining the long
term rate of return

Equity securities Dividend discount model the smoothed earnings yield model and the equity

risk premium model

Fixed income securities Current yield-to-maturity and forecasts of future yields
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The long term rate of return considers historical returns Adjustments were made to historical returns in

order to reflect expectations of future returns These adjustments were due to factor forecasts by

economists and long-term U.S Treasury yields to forecast long-term inflation In addition forecasts by

economists and others for long-term gross
domestic product growth were factored into the development

of assumptions for earnings growth and per capita income

Effective September 2011 the investment guidelines were revised Currently investment managers are

prohibited from purchasing the following investments

Equity securities

Short sales

Unregistered securities and

Margin purchases

Fixed income securities

Mortgage backed securities that have an inverse floating rate coupon or that are interest

only securities

Any asset backed security that is not issued by the U.S government or its agencies or

instrumentalities

In general securities of less than Baa2/BBB quality and

Securities of less than A-quality may not in the aggregate exceed 10% of the investment

managers portfolio

Other financial instruments

Unhedged currency exposure in countries not defined as high income economies by

the World Bank

Prior to September 2011 investments in emerging countries as defined by the Morgan Stanley Emerging

Markets Index and structured notes were prohibited

All other investments not prohibited by policy are permitted At December 31 2011 the Pension Plan

holds certain investments which are no longer deemed acceptable to acquire These positions will be

liquidated when the investment managers deem that such liquidation is in the best interest of the Pension

Plan
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The target allocation for 2012 and actual allocation of plan assets as of December 31 2011 and 2010 are

as follows

of Plan Assets at December 31

Target Allocation

Asset Category 2012 2011 2010

Cash equivalents 0-20% 10.6% 11.2%

Equity securities 40-60% 47.9% 48.2%

Fixed income securities 40-60% 41 .5% 40.6%

Other financial instruments 0-5%

Defined Contribution Plan

The Bank has contributory 401k Plan for substantially all employees Employees are eligible to

contribute percentage of their salary up to the maximum as determined by the Internal Revenue
Service The Bank is required to match 75% of the employees contributions up to maximum of 6% of

the employees salaries The Bank contributed $230000 and $217000 under these provisions during
2011 and 2010 respectively

Supplemental Employee Retirement Plans

The Company maintains supplemental employee retirement plans the SERP for certain executives

All benefits provided under the SERP are unfunded and as these executives retire the Company will

make payments to plan participants The unfunded status of the SERP at December 31 2011 and 2010
was $2.2 million and $1.8 million respectively and is recorded in other liabilities in the consolidated

balance sheet Compensation expense related to the SERP was $360000 and $340000 for the
years

ended December 2011 and 2010 respectively

Deferred Compensation Plans

Prior to 2007 the Company had entered into employment agreements with key executives

These employment agreements established deferred compensation plans whereby Company
stock was awarded and vested each year In 2007 the Company terminated the employment

agreements and related deferred compensation plans and established new deferred

compensation plans for key executives The new plans require vesting period of three years

from the original date the executive entered the plan Awarded shares from both the prior plan

and the current plan are restricted from being sold until employment is terminated
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Deferred Compensation Plans continued

The Company obtains shares for the new deferred compensation plan either through open

market purchases or from treasury shares The amount of awarded shares is based on the

amount earned by each executive under the deferred compensation plan The executives are

awarded number of shares based on the amount of deferred compensation earned divided by

the value of the shares The value of the shares purchased on the open market is the price paid

The value of the shares from treasury is the average daily closing price of the stock for each day

within the past quarter Total deferred compensation shares were 33379 and 30153 at

December 31 2011 and 2010 respectively Total shares awarded were 3226 and 3645 for

2011 and 2010 respectively while total nonvested shares were 29 and 54 at December 31 2011

and 2010 respectively Compensation expense is recognized over the vesting period and is

based upon the total amount of the value of the shares awarded to each executive

Compensation expense related to these plans was approximately $103000 and $105000 for the

years ended December 31 2011 and 2010 respectively

Note 13 Earnings Per Share

The following table presents reconciliation of the earnings and shares used in calculating basic

and diluted EPS for each of the years ended December 31

2011 2010

in thousands except per share data

Net income available to common shareholders 5138 4168

Adjustment for dilutive potential common shares 107

Net income available for diluted common shares 5245 4168

Weighted average common shares used to calculate basic EPS 1289790 1287225

Add effect of common stock equivalents 105552

Weighted average common shares used to calculate diluted EPS 1395342 1287225

Earnings per common share

Basic 3.98 3.24

Diluted 3.76 3.24

Note 14 Related Party Transactions

In the ordinary course of business the Bank has and expects to continue to have transactions including

loans and deposit accounts with the Companys and the Banks executive officers and directors and their

affiliates In the opinion of management such transactions were on substantially the same terms

including interest rates and collateral as those prevailing at the time of comparable transactions with

other unrelated persons and did not involve more than normal risk of collectability or present any other

unfavorable features
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The roliforward of loans to related parties for the years ended December 31 is as follows

Beginning balance January

New loans

Existing loans to new directors

Repayments

Less loans to directors who retired during the year _______________

Ending balance December 31
______________ ______________

The Bank has an operating lease with one of its directors Under the terms of the lease the Bank

receives monthly payments of approximately $3850 through August 2012 increasing 2.5%
per year

thereafter until August 2015

Note 15 Commitments and Contingent Liabilities

The Bank is party to financial instruments with off-balance-sheet risk in the normal course of business

to meet the financing needs of its customers These financial instruments include commitments to

extend credit and standby letters of credit These instruments involve to varying degrees elements of

credit and interest rate risk in excess of the amounts recognized in the consolidated balance sheets The

Bank uses the same credit policies in making commitments and conditional obligations as it does for on-

balance-sheet instruments

The Banks exposure to credit loss in the event of nonperformance by the other party to the financial

instrument for commitments to extend credit and standby letters of credit is represented by the

contractual notional amount of those instruments summarized as follows at December 31

Commitments to extend credit

Commitments to grant loans

Unfunded commitments under commercial lines of credit

Unfunded commitments under consumer lines of credit

Standby letters of credit ______________ ______________

125336 107935

2011 2010

In thousands

9211 9606

894 965

929
9176

567

1927
9211

5778 9211

2011 2010

In thousands

45191

38006

34078

8061

32959

35878

32714

6384
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Commitments to extend credit are agreements to lend to customer as long as there is no violation of

any condition established in the contract Commitments generally have fixed expiration dates or other

termination clauses and may require payment of fee Since many of the commitments are expected to

expire without being drawn upon the total commitment amounts do not necessarily represent future cash

requirements

The Bank evaluates each customers credit worthiness on case-by-case basis The amount and type of

collateral obtained if deemed necessary by the Bank upon extension of credit varies and is based on

managements credit evaluation of the counterparty

Standby letters of credit are conditional lending commitments issued by the Bank to guarantee the

performance of customer to third party These letters of credit are primarily issued to support public

and private borrowing arrangements Generally letters of credit issued have expiration dates within one

year The credit risk involved in issuing letters of credit is essentially the same as that involved in

extending loan facilities to customers The Banks policy for obtaining collateral and the nature of such

collateral is essentially the same as that involved in making commitments to extend credit The Bank

generally holds collateral supporting those commitments Such collateral amounted to $7.8 million and

$6.2 million at December 31 2011 and 2010 respectively The amount of the liability related to

guarantees under standby letters of credit was not material at December 31 2011 and 2010

In addition to other investors the Bank sells residential mortgage loans to the FHLB The agreement

with the FHLB includes maximum credit enhancement liability of $3.3 million and $675000 at

December 31 2011 and 2010 respectively which the Bank may be required to pay if realized losses on

any of the sold mortgages exceed the amount held in the FHLBs spread account The FHLB is funding

the spread account annually based on the outstanding balance of loans sold The Banks historical losses

on residential mortgages have been lower than the amount being funded to the spread account As such

the Bank does not anticipate recognizing any losses and accordingly has not recorded liability for the

credit enhancement

Note 16 Concentrations of Credit

The Companys loan customers are located primarily in the New York communities served by

the Bank Investments in state and local government securities also involve governmental

entities within the Companys market area Although operating in numerous communities in

New York State the Company is still dependant on the general economic conditions of New
York The largest concentration of credit by industry is Dairy Cattle and Milk Production with

loans outstanding of $14.8 million or 4.1% of total loans as of December 31 2011 Risk related

to this concentration is controlled through adherence to Farm Services Agency FSA standards

for guaranteed loans such as diligence in farm visits and loan closings per conditional

commitments issued by FSA The Company as matter of policy does not extend credit to

any single borrower or group of related borrowers in excess of its legal lending limit Further

information on the Companys lending activities is provided in Note Loans in Notes to

Consolidated Financial Statements
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The supervision and regulation of financial and bank holding companies and their subsidiaries

is intended primarily for the protection of depositors the deposit insurance funds regulated by

the Federal Deposit Insurance Corporation FDIC and the banking system as whole and

not for the protection of shareholders or creditors of bank holding companies The various bank

regulatory agencies have broad enforcement power over financial holding companies and banks

including the power to impose substantial fines operational restrictions and other penalties for

violations of laws and regulations and for safety and soundness considerations

Capital

The Bank is subject to various regulatory capital requirements administered by federal banking agencies

Failure to meet minimum capital requirements can initiate certain mandatory and possibly additional

discretionary actions by regulators that if undertaken could have direct material effect on the

Companys consolidated financial statements Under capital adequacy guidelines and the regulatory

framework for prompt corrective action the Bank must meet specific capital guidelines that involve

quantitative measures of their assets liabilities and certain off-balance-sheet items as calculated under

regulatory accounting practices The capital amounts and classification are also subject to qualitative

judgments by the regulators about components risk weightings and other factors

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain

minimum amounts and ratios set forth in the table below of total and Tier capital as defined by

regulation and of Tier capital as defined to average assets as defined

Management believes as of December 31 2011 that the Bank meets all capital adequacy requirements

to which they are subject

As of the most recent notification from the Office of the Comptroller of the Currency the Bank was

categorized as well capitalized There are no conditions or events since the notification that management
believes have changed the institutions category

The Banks capital amounts and ratios are also presented in the table below
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Capital continued

Dollars in thousands To be Well

For Capital Capitalized under

Actual Adequacy Purposes Prompt Corrective

Action Provisions

Amount Ratio Amount Ratio Amount Ratio

December 31 2011

Total risk-based capital $50364 13.8 S29107 8.0 $36384 l0.0

Tier capital $45816 12.6 $14554 4.0 $21830 6.0

Tier leverage $45816 8.4 $21765 4.0 $27206 5.0

December 31 2010

Total risk-based capital $46018 14.2 $25.948 8.O $32.435 lO.0

Tier capital $41964 12.9 $12.974 4.O $l9.461 6.0

Tier leverage $41964 8.2 $20422 4.0 $25528 5.0

Dividend Restrictions

In the ordinary course of business the Company is dependent upon dividends from the Bank to

provide funds for the payment of interest expense on the junior subordinated debentures
dividends to shareholders and to provide for other cash requirements Banking regulations may
limit the amount of dividends that may be paid Approval by regulatory authorities is required if

the effect of dividends declared would cause the regulatory capital of the Bank to fall below

specified minimum levels Approval is also required if dividends declared exceed the net profits

for that year combined with the retained net profits for the preceding two years

At December 31 2011 the Banks retained earnings available for the payment of dividends was

approximately $11.8 million

Note 18 Fair Value Measurements and Fair Values of Financial Instruments

Determination of Fair Value

The Company uses fair value measurements to record fair value adjustments to certain assets and

liabilities and to determine fair value disclosures In accordance with the Fair Value Measuremenis and
Disclosures topic of FASB ASC the fair value of financial instrument is the price that would be

received to sell an asset or paid to transfer liability in an orderly transaction between market

participants at the measurement date Fair value is best determined based upon quoted market prices

However in

1479910 F-48



Lyons Bancorp Inc

Note 18 Fair Value Measurements and Fair Values of Financial Instruments Continued

many instances there are no quoted market prices for the Companys various financial instruments in

cases where quoted market prices are not available fair values are based on estimates using present

value or other valuation techniques Those techniques are significantly
affected by the assumptions

used including the discount rate and estimates of future cash flows Accordingly the fair value

estimates may not be realized in an immediate settlement of the instrument

Fair value guidance provides consistent definition of fair value which focuses on exit price in an

orderly transaction that is not forced liquidation or distressed sale between market participants at the

measurement date under current market conditions If there has been significant
decrease in the

volume and level of activity for the asset or liability change in valuation technique or the use of

multiple valuation techniques may be appropriate In such instances determining the price at which

willing market participants would transact at the measurement date under current market conditions

depends on the facts and circumstances and requires the use of significant judgment

Fair Value Hierarchy

In accordance with this guidance the Company groups its financial assets and financial liabilities

generally measured at fair value in three levels based on the markets in which the assets and liabilities

are traded and the reliability of the assumptions used to determine fair value

Level Valuation is based on unadjusted quoted prices in active markets for identical assets

or liabilities that are accessible at the measurement date Level assets and liabilities

generally include debt and equity securities that are traded in an active exchange

market

Level Valuation is based upon inputs other than quoted prices
included within level that are

observable either directly or indirectly The valuation may be based on quoted prices for

similar assets or liabilities quoted prices in markets that are not active or other inputs that

are observable or can be corroborated by observable market data for substantially the full

term of the asset or liability

Level Valuation is based on unobservable inputs that are supported by little or no market activity

and that are significant to the fair value measurement Level assets and liabilities include

financial instruments whose value is determined using pricing models discounted cash flow

methodologies or similar techniques as well as instruments for which determination of fair

value requires significant management judgment or estimation

An assets or liabilitys level within the fair value hierarchy is based on the lowest level of input that is

significant to the fair value measurement

The following information should not be interpreted as an estimate of the fair value of the entire

Company since fair value calculation is only provided for limited portion of the Companys assets

and liabilities Due to wide range of valuation techniques and the degree of subjectivity
used in

making the estimates comparisons between the Companys disclosures and those of other companies

may not be meaningful The following methods and assumptions were used to estimate the fair values of

the Companys financial instruments at December 31 2011 and 2010
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Note 18 Fair Value Measurements and Fair Values of Financial Instruments Continued

Cash Due From Banks and Interest-bearing Deposits in Banks

The carrying amounts reported
in the consolidated balance sheets for these assets approximate those

assets fair values based on the short-term nature of the assets

Investment Securities

The fair value of securities available for sale and held to maturity are determined by obtaining

quoted market prices on nationally recognized securities exchanges Level or matrix pricing

Level which is mathematical technique used widely in the industry to value debt securities

without relying exclusively on quoted market prices for the specific
securities but rather by relying

on the securities relationship to other benchmark quoted prices For certain securities which are not

traded in active markets or are subject to transfer restrictions valuations are adjusted to reflect

illiquidity
and/or non-transferability and such adjustments are generally based on available market

evidence Level In the absence of such evidence managements best estimate is used

Managements best estimate consists of external support on certain Level investments

Management has determined that the fair value of local government securities in the held to maturity

portfolio approximate their carrying value Restricted equity securities have restrictions on their sale

and are carried at cost due to their limited marketability

Loans Held for Sale

The fair value of loans held for sale is determined using quoted secondary-market prices If no such

quoted prices exist the fair value of loan is determined using quoted prices
for similar loan or

loans adjusted
for the specific

attributes of that loan

Loans

The fair values of loans are estimated using discounted cash flow analyses using market rates at the

balance sheet date that reflect the credit and interest rate-risk inherent in the loans Projected future

cash flows are calculated based upon contractual maturity or call dates projected repayments and

prepayments of principal Generally for variable rate loans that reprice frequently and with no

significant change in credit risk fair values are based on carrying values

Impaired Loans

The fair value of loans considered impaired is generally determined based upon independent third

party appraisals
of the properties or discounted cash flows based upon the expected proceeds

These assets are included as Level fair values based upon the lowest level of input that is

significant to the fair value measurements The fair value consists of the loan balances of $5.1

million and $4.6 million net of valuation allowances of $1.8 million and $1.1 million as of

December 201 and 2010 respectively

Accrued Interest Receivable and Payable

The canying amount of accrued interest receivable and accrued interest payable approximates its fair

value
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Lyons Ban corp Inc

Note 18- Fair Value Measurements and Fair Values of Financial Instruments Continued

Mortgage Servicing Rights

The carrying amount of mortgage servicing rights approximates their fair value

Deposits

The fair values disclosed for demand and savings deposits are by definition equal to the amount

payable on demand at the reporting date that is their carrying amounts Fair values for fixed-rate

certificates of deposit are estimated using discounted cash flow calculation that applies market

interest rates on comparable instruments to schedule of aggregated expected monthly maturities on

time deposits

Securities Sold Under Agreements to Repurchase

The carrying amounts of securities sold under agreements to repurchase approximate their fair

values

Borrowings from the Federal Home Loan Bank

Fair values of borrowings from the FHLB are estimated using discounted cash flow analysis based

on quoted prices for new borrowings from the FHLB with similar credit risk characteristics terms

and remaining maturity These prices obtained from this active market represent market value that

is deemed to represent the transfer price if the liability were assumed by third party

Junior Subordinated Debentures

The fair values ofjunior subordinated debentures are estimated using discounted cash flow analysis

based on market rates currently offered on such debt with similar credit risk characteristics terms

and remaining maturity

Interest Rate Swap Agreements

The fair values for interest rate swap agreements are based upon the amounts required to settle the

contracts which includes credit risk

Off-Balance Sheet Financial Instruments

Fair values for off-balance sheet financial instruments lending commitments and letters of credit

are based on fees currently charged in the market to enter into similar agreements taking into

account the remaining terms of the agreements and the counterparties credit standing

Assets and Liabilities Measured at Fair Value on Recurring Basis

For financial assets measured at fair value on recurring basis the fair value measurements by level

within the fair value hierarchy used at December 31 2011 and 2010 are as follows
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Lyons Bancorp Inc

Note 18 Fair Value Measurements and Fair Values of Financial Instruments Continued

Assets and Liabilities Measured at Fair Value on Recurring Basis continued

December 31 2011

Securities available for sale

United States treasuries

United States agencies

State and local governments

Mortgage-backed securities

Total securities available for sale

5155

30812

51409

55704

143080

Level Level

Quoted Prices Significant

in Active Other

Markets for Observable

Identical Assets Inputs

in thousands

5155

30812

51409

55704

5- $143080

Level

Significant

Unobservable

Inputs

Interest rate swap agreements

December 31 2010

Securities available for sale

United States treasuries

United States agencies

State and local governments

Mortgage-backed securities

Total securities available for sale

Interest rate swap agreements

933

12977 12977

27016 27016

53290 53290

61013 61013 _____________

154296 154296
____________

383 383

The following table presents
reconciliation of financial assets measured at fair value on recurring

basis using significant unobservable inputs Level for the year ended December

Beginning balance January

Principal payments

Unrealized loss included in other comprehensive income ______________ ______________

Ending balance December 31 933 383

Carrying Value

2011 2010

In thousands

383 259

550

127
515
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Lyons Bancorp Inc

Note 18- Fair Value Measurements and Fair Values of Financial Instruments Continued

Assets Measured at Fair Value on Nonrecurring Basis

For financial assets measured at fair value on nonrecurring basis the fair value measurements by level

within the fair value hierarchy used at December 31 2011 and 2010 are as follows

Level

Quoted Prices Level

in Active Significant Level

Markets for Other Significant

Carrying Identical Observable Unobservable

____________________________
Value Assets Inputs Inputs

In thousands

December 31 2011

Impaired loans 3269 3269

December 31 2010

Impaired loans 3490 3490

The carrying amounts and estimated fair values of the Companys financial instruments at December 31
2011 and 2010 are as follows

2011 2010

Carrying Fair Carrying Fair

Amount Value Amount Value

In thousands

Financial assets

Cash and due from banks 13749 13749 8679 8679

Interest-bearing deposits in banks 5326 5326 7000 7000
Investment securities 154639 154639 162551 162551

Loans net of allowance 352950 360807 306188 309802

Accrued interest receivable 2073 2073 2025 2025

Mortgage servicing rights 462 462 422 422

Financial liabilities

Deposits 460099 445832 424006 42443
Securities sold under agreements to

repurchase 7058 7058 7691 7691

Borrowings from FHLB 35000 35036 36800 36881

Junior subordinated debentures 9217 8263 9217 8484
Interest rate swap agreements 933 933 383 383

Accrued interest payable 93 93 122 122

Amounts in the preceding table are included in the consolidated balance sheets under the applicable

captions The fair values of off-balance sheet financial instruments are not significant
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Note 19 Subsequent Events

The Company has evaluated events through the date these consolidated financial statements were

available to be issued

At special meeting of the Companys shareholders held on February 15 2012 the Companys

shareholders approved an amendment to the Companys Certificate of Incorporation that authorizes

the increase of the Companys total number of authorized shares from 2000000 to 5000000 shares

with no change in the par value per share of $0.50 and authorized class of 5000000 liquidation

value of convertible preferred stock

At the February 16 2012 board meeting the Board of Directors approved 3-for-2 stock split of the

Companys common stock effective February 29 2012 for shareholders of record on February 28

2012 All share data presented in the Companys financial statements has been adjusted retroactively to

reflect this stock split

At the February 28 2012 board meeting the Board of Directors approved dividend of $0.30 per share

payable April 15 2012 to shareholders of record on March 31 2012
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Exhibit Page

Number Number

.1 Underwriting Agreement to be filed by amendment 111-5

2.1a Certificate of Incorporation of Lyons Bancorp Inc 111-6

2.1b Certificate of Amendment of Certificate of Incorporation of 111-19

Lyons Bancorp Inc filed with the New York Department of

State on July 29 1987

2.1c Certificate of Amendment of the Certificate of Incorporation 111-24

of Lyons Bancorp Inc filed with the New York Department

of State on March 31 1997

2.1d Certificate of Amendment of the Certificate of Incorporation 111-29

of Lyons Bancorp Inc filed with the New York Department

of State on December 30 2003

2.1e Certificate of Amendment of the Certificate of Incorporation 111-33

of Lyons Bancorp Inc filed with the New York Department

of State on February 28 2012

2.2 Amended and Restated Bylaws of Lyons Bancorp Inc 111-38

3.1 Form of Stock Certificate 111-47

3.2 Floating Rate Junior Subordinated Deferrable Interest 111-50

Debenture of Lyons Bancorp Inc dated as of June 27 2003

in favor of Alliance Bank N.A as Institutional Trustee for

Lyons Capital Statutory Trust omitted pursuant to Part II

Item 23b but the issuer agrees to provide to the

Commission upon request

3.3 Indenture dated as of June 27 2003 between Lyons 111-51

Bancorp Inc and Alliance Bank N.A as debenture trustee

omitted pursuant to Part 11 Item 23b but the issuer

agrees to provide to the Commission upon request

3.4 Floating Rate Junior Subordinated Debt Security of Lyons 111-52

Bancorp Inc due 2034 dated as of August 23 2004 in

favor of Wilmington Trust Company as Institutional Trustee

for Lyons Capital Statutory Trust II omitted pursuant to Part

II Item 23b but the issuer agrees to provide to the

Commission upon request
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3.5 Indenture dated as of August 23 2004 between Lyons 111-53

Bancorp Inc and Wilmington Trust Company as debenture

trustee omitted pursuant to Part 11 Item 23b but the

issuer agrees to provide to the Commission upon request

3.6 6% Convertible Junior Subordinated Deferrable Interest 111-54

Debenture of Lyons Bancorp Inc due March 2040 dated

as of February 12 2010 in favor of Alliance Bank N.A as

Institutional Trustee for Lyons Statutory Trust III omitted

pursuant to Part II Item 23b but the issuer agrees to

provide to the Commission upon request

3.7 Indenture dated as of February 12 2012 between Lyons 111-55

Bancorp Inc and Alliance Bank N.A as debenture trustee

omitted pursuant to Part II Item 23b but the issuer

agrees to provide to the Commission upon request

4.1 Rights Offering Subscription Election Form with Election 111-56

Form Rider

4.2 Supplemental Offering Subscription Agreement 111-67

6.1 Executive Salary
Continuation Agreement between The 111-78

Lyons National Bank and Clair Britt Jr dated

September 26 2001

6.2 Executive Salary Continuation Agreement between The 111-91

Lyons National Bank and Robert Schick dated

September 26 2001

6.3 Life Insurance Endorsement Method Split
Dollar Plan 111-103

Agreement between Robert Schick and The Lyons

National Bank dated September 26 2001 and Schedule

6.4 Director Fee Continuation Agreement with non-employee 111-115

directors of The Lyons National Bank and Schedule

6.5 409A Amendment to the Director Fee Continuation 111-130

Agreement between The Lyons National Bank and David

Breen Jr effective January 2005 and Schedule

6.6 409A Amendment to the Executive Salary Continuation 111-136

Agreement between The Lyons National Bank and Clair

Britt Jr effective January 2005

6.7 409A Amendment to the Executive Salary Continuation 111-141

Agreement between The Lyons National Bank and Robert

Schick effective January 2005
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6.8 Deferred Compensation Agreement by and between The 111-146

Lyons National Bank Lyons Bancorp Inc and Clair Britt

Jr dated January 2007 and Schedule

6.9 Amendment to the Life Insurance Endorsement Method Split 111-155

Dollar Plan Agreement between Robert Schick and The

Lyons National Bank dated December 26 2007

6.10 Amendment to the Life Insurance Endorsement Method Split 111-158

Dollar Plan Agreement between Clair Britt Jr.and The

Lyons National Bank dated December 27 2007

6.11 Executive Salary Continuation Agreement between The 111-161

Lyons National Bank and Thomas Kirne dated December

27 2007

6.12 Life Insurance Endorsement Method Split Dollar Plan 111-176

Agreementbetween Stephen DeRaddo and The Lyons
National Bank dated December 27 2007 and Schedule

6.13 Executive Salary Continuation Agreement between The 111-185

Lyons National Bank and Stephen DeRaddo dated

December 31 2007

6.114 Amendment to the Deferred Compensation Agreement by 111-200

and between The Lyons National Bank Lyons Bancorp Inc

and Thomas Kime dated January 2008

6.15 Supplemental Executive Retirement Agreement between The 111-203

Lyons National Bank and Diana Johnson dated July 2009

6.16 Amendment to the Life Insurance Endorsement Method Split 111-2 15

Dollar Plan Agreement between Clair Britt Jr and The

Lyons National Bank dated January 20 2009 and Schedule

6.17 The Lyons National Bank Endorsement Split Dollar Life 111-218

Insurance Agreement between The Lyons National Bank

and Diana Johnson dated July 2009

6.18 Amendment to the Deferred Compensation Agreement by 111-226-

and between The Lyons National Bank Lyons Bancorp Inc

and Diana Johnson dated January 2011

6.19 Endorsement Split Dollar Life Insurance Agreement by and 111-229

between The Lyons National Bank and Phillip McCann
dated January 2011
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6.20 Supplemental Executive Retirement Agreement between The 111-23

Lyons National Bank and Phillip McCann dated January

2011

9.1 Escrow Agreement with Tioga State Bank to be filed by 111-248

amendment

10.1 Consent of Bonadio Co LLP 111-249

10.2 Consent of ParenteBeard LLC 111-250

10.3 Consent of Northeast Capital Advisory Inc 111-251

10.4 Consent of Woods Oviatt Gilman LLP contained in Exhibit

11.1

11.1 Opinion of Woods Oviatt Gilman LLP as to the legality of 111-252

the common stock covered by the Offering Statement to be

filed by amendment
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STATE OFNEW YORK

DEPARTMENT OF STA TE

hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same

is true copy of said original

Rev 06/07

WITNESS my hand and Official seal of

the Department of State at the City of

Albany on February 13 2012

Daniel Shapiro

First Deputy Secretary of State
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C1ITIFICATE IJCORPORAT ION

LYONS UANCORP INC
Under Section 402 of the Business Corporation Law

THE UNDERSIGNED being of the age of eighteen years or over

under settn 402 of the New York Business Corporat-ion Law does

hereby set forth

The name of the Corporation is

LYONS BANCORP INC

The purposes for which it is formed are to engage in any

lawful act or activity for which corporations may be formed under the

New York Business Corporation Law provided however that this

Corpo.atiàn is not formed to engage in any act or activity requirinq

the consent or approval of any state official department board

agency or other body without such consent or approval first- being

obtàinŁd

The office of the Corporation to be located in the

County of WayneState of New York

-4 The aggregate numbe-r of shaes whicI.tbe....Cr.p9ration shall

have th authority to jggp --- F4 htvAA
.-.-..-

Lfl911N.JHhI .---

19500 sflares of the par value of ten dollars $10 each

The narnend address of the agent of service of proceas is

Segrstirv QJta
162 Washingtpn Street

Albany New York 12231

Said agent of service ot process is to bethea9ent of the Corpora

tion dpen whom process against it may be served

III
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The post office address to which the Secretary of State shall

mail copy of any process served upon him acting as agentpf ser

vice of process for Lyons Bancorp Inc ia

35 Williams Street

Lyons New York 14489

No holder àf shares of the Corporation of any class as

such shall have the preemptive right to sibscribe for or to purchase

any shares of any classof the Corporation or any other securities of

the Corporation whether such shares of such class are now or here-

after authorized

-4be following provisions are hereby agreed to for the pur

pose of defining limiting and regulating the exercise of the

authority of the Corporation or of the directors or of all of the

sharehol.ders.-.-------

Ci The Board--of Directors is expressly authdrizedto set

apa-v-t-outof- .- -ny of -- the fffd -he Corporation avaIab1e for

..
dkvidendaa eŁIiTh or reserves for any proper puz.pose or to abolish

any such reserve in the manner in which it was created and to

purchase onbehalf of the Corporation any shares issued by it to thq

extet of thestp1us of the aggregate of its aeseta over the..
aggegate of its liabilities plus stated capital

Ut The Crporation may in its bylaws confer powers upon

its Board of Diretors in addition to the-powers and uthoties

cien.zysd ipan c.oa_7 i1C

.Law

ny -meeting of the shareholders or- the Board of Directora may be

held at ny...plaee- tbin0r tŁ State of rk ite man

nerprovied.for.ifl thebylaws of. the Corporation

III



iii With the exception of Article hereof which may be

amended only by the requisite
share1ioJ.r

vote specified therein any

amendments to the certificate of incorporation may made from tiie

to tiffle and any proposal or prosition requiring the actiQn Qf

shareholders may be authorized from time to time by the affirmative

vote of the holders of s1iares entitling them to exerciSe majority

the voting poer of the corporation

Evaluation of Business Transaction

In connection with the exercise of its juginent 4n determining what

is in the best Interest of the CogratjQm.arzd_its-ahaehiderswfle

evaluating Business Traneaction or aproposal by another Person or

Persons to make Business Transaction or tender excharge offer or

a_2ps.1 by another Person or Persons to make tender .orexchÆnge
--

offer the Board of Directors of the Corporation shall in addition

to consider in the adequacy of the amount to be pAid in cdnnection

With any-sch-tran8actión conaidr all the folLowthtactor adtty

6eher fàctoj-e whici it deems relevant the aocial and econmic

effects of the transaction-On the Corporation and its subsidiaries

employees depositors loan and other customers creditors and other

elements of the communities in which the CorporaTon and its aubsid

iaries operate or are located ii the.busines and financial condi

tions nd earnings ..rospectB of the -acquiring Person or Persona

including but nt limited to debt service and otbereiisting or

lilcely financia.l obligations of the acquiring -Persop or Persons and

the pospibleeffect of-such conditioneion the CO àEibntad

S.. subsidiartasand.thothers1eILents of the communttiin tich the

-Corporation nd- its subsidiaries operate or era Located and 1it

___

.t_
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the cothpe.tence experience -and lnte9rity of the acquiring Person or

Persons and its or their management

Therefore the affirmative vote of the hoiders of not less

than eighty percent 80% of the Voting Stock shall be equired for

the approval or authorization of any Business TransaCtipflS with

Related Person or any Business TransactliOfl in which .Related Person

has an interest except proportionately as sharehQlder provided

however that the eighty percent 80% voting requirement shall not

be applicable if the continuing DrecQ.T who atthe time

constitute at least majority of the entire Board of Directors of

the Corporation have expressly resolved by at least two-thirds

vote of such Continuing Directors to recommend to the shareholders

the Business Transaction or ii all of the following cbndltions are

satisfied

jThe Business Transaction is merger or coraolida

tion and cash or fair market value -of property securities or

other consideration to be-received per share by all ho3ders of

the then outstanding Comuton Stock of tbe Corporation other-

than such Related person in the Business Transaction is at

least equl in value to SLCh Related Fe-r-on8 H1ghe8t -Puraha-e

Price

After such Related Person has become th Beneficial

Owner of not lees than ten percent 10% ot.the voting Stock

of -the Corporation and prior to the conumation of such

-- --.- ----- -.-S
Bustnes8t Transaction Th9

---beo.a...the Bneticia1 Owner of any additional sharqqQf Voting

Stock or securitiee convertible into Voting Stock except

-S

..
--

-_
.- .I__ ---
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a.s part of the transactiOn which resI.ited in ouch

Related Person becoming the Beneficial Owner of not less than

ten percent 10% of he Voting Stock or ii as restUt of

pro rata stock dividend or stock spl.it and

Prior to the consummation of such Business Transac

tion such Related Per9on shall not have direºt.y or mdi

rØctly received the benefit except oportionÆte1y as

shareholder of any loan advances guarantees pledges or

other financial assistance or tax credits- pzzovided by the

Corporation or any of its sub8idiaries or ii caused any

material change in the Corporations business or equity

capital structure including the issuance of shares o-capital

stock of the Corporation to any third pav4y

Amendment of the Article

Amendment or repeal of Article in whole or in part s1al1

require the affirrnativevote of not less than eighty percent 80% of

the Voting Stock of this Corporation

or The Purposeof ThIsArticle

Th...-term_Bu9tneee Transaction shall Iueana any merger

or nso1idatjOn Tnvoiving the Coiöration oTa subsidiary

Cpora ion anraale laae

sitiqn in one transaction or series of transactions including

without .lmitation mortgage or any other security device of all

or any Substantial Part of the àe5es ether of the Corporation or of

_______ -----

-a subeidtay of Corporation.. any sale lease exchan trans

---fer orther dispoeftion of all or any Substart1a1 Part of the asóta

III 12



of art entity to the Corporation or subsidiary of the Corporation

the issuance sale exchange transfer or other disposition by

Wó Co otliiior suiSsidiary of the Corporation of any seurities

Of the Corporation or any subsidiary of the corporation an

recapitaiiatien-.o- .recla.ssiiication the Corporations securities

cincluding without limition any reverse..stock split or...othar

transaction that would have the effect of increasing the voting power

of Related Person any liquidation spinoff splitup or dis

solution of the Cbrporation and any agreement contract or other

arrangement providing for any of the transactions decribed in this

definition of Business Traneactin

ii The term Related Person shall mean and include any

individual coriration partnership group association or óther

persçn or entity which together with its Affiliates and the Associ

ates is3the Beneficial Owner of not less than ten percent 10% of

the voting stock of the corporation at the time the definitive

agreement providtng for the Business Transaction including any

amendment there6t was entered int at the time rsolution

approving the Business Transaction was adopted by the Board of Direc

tors of the Corporation or as of the record date for the deter

miiation pf Shareholders entittd to notice ot an-a to vote on --or

.consentto the BueinessTransaction and C-b shall mean and include

arts indnaLori__
nerahip -gqup association or other person or entity providfd

however and notwithstanding anything the foriegothg uie con
--.--- S-- .--.-

trary the term Related Person shall not ncludo the Corporation

wholly owned eubi the Corpotitioff or anytrutee of or ---

.- ---S

-S---
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fiduciary with respect to any such pLan when acting in such capa
-V..

city

iii The term eiieficia1 Owæershall be defined by refer

ence to Rule 13d-3 under the Securities Exchange ct.of 1934 as in

effect on March 1984 provided however and without limitation

any individual corpoattopar.tnership group association or other

person or ebtity which has the right to acquire any Voting Stock at

any time in the futur wheer such right is contingent or absolute

pursuant to any agreement arrangement or understanding upon exer.cie

of the rights warrants or optione or otherwise shall be beneficial

owner of such voting Stock

iv The term Highest Purchase Price ähall mean the highest

amount of consideration paid by SUCh Related Person for share of

Common Stock of the Corporation within twoyears prior to the date

such Related Person became the Beneficial Owner of not less than ten

percent 10% of the Voting Stock and if such stock is not listed on

any principal exchange the highest closing bid quotiation with

respect to ahare of stock during the 30 day period preceding the

avallabe the fai mar-
ket 1ue on the dateinquestion of share ôf-sucK ptockas deter--------

uiined by the Board in_good faith

-v The term Voting Stock eball.Inean all outstanding shares

of capital stock of the Corporation entitled to vote generally in the

e1et ion of directors onidered for the purpose of this Article as

that if the Corit.i

--VottflgStCk entitled to more or lees than one vote tor any such

share eadh referenc.e to proportion of aharis of Voting Stock shall

.-

..-...
----..

11
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be deenied to reter to such proportfn of the votes ertttled tobe

cast by such shares

vi The-term COntinuthDtreCtrShlL mern ditOb
either was member of the Board oLDirectOrs of the Corporation

prior to the time such Related Persori.becarnea Related Person or Who

.-subsequnt1y.-ecame ditactr of the Corporation aAd whose elecrion

ornominatiOn for election by the Corporations stockholder was

approved by vote of at least three-quarters of the Contihiflg

Dirctors then on the Board -.
The corporation shall have the power to j.ndewnify its

present ard past threctore officers OEployeeS ana agents and such

other prso .a.a it-.--shaU hav.e ..the._pw4er to indeity to the full

extent perititted under and suject to the limitations of New rk

Business Corporation Laws

Teocporatt may upon the affirmative vote of n%ajçrity of

.1.its Board.o.DiretOr8 purchase insurance forh purpose of indem

nifying its directoa off icers employees and4 agents to the extent

that suclindethniftºation is allowed in.the preeding paragraph

lO.Ttecor.pPratiOfl reserves the right to amend alterhange

_.or repeal..any pro.ision contained in its certificat of incorpora

tion in the mannernow or heraater prescribed the New YoriC BU8T

89 ws an LJ.ghtB co1ferredoUpOfl shareholders her.e.in ar-

granted subject tothia reservation

Thar ieh UI ncoporatQr
-- l78Ripul4cBlv6 NSuitp2

TOted0 .Ohio 43615
_..-..-

.-

.----
..------ .- ..

------ .- --
-i.r 1LLJ_L .tLIlfl..
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State hic
S.S

county of Lucas

-- ---

On this /O dyf 2I 198 before me personally

came Charles Niehaus to me known and known to me- to be the

person described in and.-.who executed the forego j.ce floate of

incorporat ion

tRAII BERNARD

aip1ut STAlL OL OWO

MY MISSICI UPMU SLYtR 1Z7

-La

r-.----- ..-

-I-.

--.-
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State o/ flew orh

Janktn aejiattn it

ww vrwwvwr

P6TER PH1LBIN Deputy Superintendent of Banks

of the State of New York DO HEREBY APPaOE pursuant

to Section 301at5XB of the Businej Corporation Law

as amen.ded the use of derivative of the word bank

in the corporat title of Lyons Bancorp Inc.

Wttne my hand and officia1 seal of the 3qnking Department at the City of New York

this 30th day of J1reh th the Year of our Lord
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EXHIBIT 2.1b

See Attached
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STATE OFNEW YORK

DEPARTMENT OF STATE

hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same

is true copy of said original

Rev 06/07

WITNESS my hand and official seal of

the Department of State at the City of

Albany on February 13 2012

Daniel Shapiro

First Deputy Secretary of State
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CERTIPICATE-OP AZ4ENDMRNP

OF THE
CERTIFICATE OP INCORP0thTION

OF

LYONS BANCORP INC

Under Section 805 of the 8uinees 4ddrporetion Law

The undersigned being Incorporator does hereby certify nd eet

orth

Theiiªeot the co p0 Ofl-i----- --
1IUS BAICOR IWC .- ---

--.- The c.rtificte of Incorporation was fii by the Departsent of State on the 15th day of April I98

Paragraph 41 of the cXticateaf tncorporaHon of I7ONS
BANCORPI 11W which aets.forth the aggregate number sf hare Which
the Corporation she-i-i-have the authority issue is hereby amended
to read as follows

...

The ehalibave
the authority to issue- is twenty tho-ven4 two hundred filt.y. .20aO
aJaras-pf-thp rvaQjt dcLlar $lO each such shares- shallbe rCdeiemable the option ot the Corporation

4- Board of irectorehas not yet.been appointed there are.Ô dl rectori off jra $harehold.r or subscribers of.stock there- ____for-e4---uthoriratjon- of this amendmöt is by ChTYŁa Dàaus
norporator S...

.5 .5

CflarleaNi.buj Incorporator

.-w--- uw uiuogu eve a5 ..eXeCute and
signed th4s certiffcatethjs /5 day of 1987

---- __L- 214
State of ohi6

County of Lucas .5

hereby certify that the above Charles .Niehaus did appearbefore se-on this .4Sdeyof Juy 1987 and-acknowl-edqed.th.ejjfi
Sot iii5nee-4e4a vo1unry-actnd--dd----

_______ -S --

--

WfTNEW WHEI%ZO have heróàntó subscribed flai IM
-affiXed-my official seal on -July 1987

Notary.PUb1k
_____ t.s4LY AQJU

1ary Pbfls Stats of cliii

..My Conii1fl t2pks$

S.- -fl
_________ _________ L1

-- .-.-
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CAtION --

---

.-..
-5TTtoF____________________________

..-------.-

4- ..-.-

Charie Nieha --
bcuàulysworn dePoseandiIethatlam

the ncorpoar 01tyone BncorpInc
named In and described in thcoregoing certificate and that hyiandthe Iorcioigt eeflifkate-andknô niesib thereofto cept as.to the-matterrtlwejn stated tôbºillejed upon Information and belier and as to those matters believethem lobe true

__
i1

fltOefOTeflethjs 23rd

--July

$AtLY.O$ERS ._.
Not rv PubIJŁ

ieoOho
CoÆatsson bpir.i March 28 14990

IT
..__._
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EXHIBIT 2.1c

See Attached
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STATE OFNE YORK

DEPARTMENT OF STA TE

hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same

is true copy of said original

Rev 06/07

WITNESS my hand and Official seal of

the Department of State at the City of

Albany on February 13 2012

cc
Daniel Shapiro

First Deputy Secretary of State
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A1DF-24
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Coiption Lw

imant So tta pwiioa of SNIksl O5 of ths Thiiu Øpandiosa Law
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EXHIBIT 2.1d

See Attached
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STA TE OFNE YORK

DEFAR TMENT OF STA TE

hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same

is true copy of said original

Rev 06/07

WITNESS my hand and Official seal of

the Department of State at the City of

Albany on February 13 2012

Daniel Shapiro

First Deputy Secretary of State
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CERTIFICATE OF AMENDMENT
O$TUE

CERTIFICATE OF INCORPORATION
OF

LYONS BANCORP INC

Voder SectIon 805 of Sb Busiaus Corporation Law

The underslned being the President of LYONS BANCORP INC purausnt to Section

805 of the New York Business Corporation Law does hereby cart If as foflowa

The name of the corporation is LYONS BANCORP INC

The Certificate of 1norporaUon of the Corporation was flied by the Department

of State on April 15 1987

The Certificate of Incorporation as now In fWl force and efibet is amended

authorized by SectIon 80 of the New York Business Corporation Law to increase the number of

authorized shares or the corporation from 500000 shares having par
value of 5.50 par share

Into 2000000 common shares having per value of S.50 per share To accomplish the

ibregoing amendment Paragraph or the Certificate of IncorporatIon as heretofore amended Is

hereby amended to read In its entirety as follows

Mfl total number of sharea which the óorporatlun shall have

authority to Isaun ii 2000000 common shares par value 5.50 per

share

The foregoing amendment of the Certificate of incorporation Was duly authorized

by the affimtative vole of the Board of Directors of the corporation followed by the aftlmrative

vote of the holders of majority of the outstanding common shares of the corporation entitled to

vote thereon at reacting of shareholders duly called and hcId on December 292003

IN WITNESS WHEREOF the undersigned has executcd ibis Certificate of Amendment

In the name and on behalf of Lyons Bancorp Inc an the 29th day of Decambar 2003 and does

affirm under the penalties of peury that the statements ontalncd herein have bean examined

and are true correct end complete

LYONS BANCORP INC

By hF Rnbert Schick

Robed Schick President

CC 330 Bd SI.C 533 flI3S U3A13 TPPSUCCO
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RELYEA-75
DRAWDOWN

CERTIFICATE OF AMENDMENT
OF THE

CERTIFICATE OF INCORPORATION
OF

LYONS MNCORP INC

Under SevIioz 805 of the Buuines Corporation Law

STATE OF NEW YORK

DEPARTMENT OF STATE

Filed By
Relyca Services LLC

30 2003

P0 Box 5167 PU.W

Albany New York 1ML
3203.0167 BY

Customer Ref ir.ace N- 29347

RELYEA.75

3a S33AdS U3A13 2TPP9eae
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EXHIBIT 2.1e

See Attached
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STATE OFNEW YORK

DEPARTMENT OF STA TE

hereby certify that the annexed copy has been compared with the original

document in the custody of the Secretary of State and that the same is true

copy of said original

Rev 05/09

WITNESS my hand and official seal of

the Department of State at the City of

Albany on February 28 2012

Daniel Shapiro

First Deputy Secretary of State
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CERTIFICATE OF AMENDMENT
OF THE

CERTIFICATE OF INCORPORATION
OF

LYONS BANCORP INC

Under Section 805 of the Business Corporation Law

The undersigned being the President of LYONS BANCORP INC pursuant to Section

805 of the New York Business Corporation Law does hereby certify as follows

The name of the corporation is LYONS BANCORP iNC the Corporation

The Certificate of Incorporation of the Corporation was filed by the Department

of State on ApriL 15 1987

The Certificate of Incorporation as now in full force and effect is amended as

authorized by Section 801 of the New York Business Corporation Law to increase the number of

authorized shares of the corporation from 2000000 common shares having par
value of $30

per share into 5000000 common shares having par value of $50 per share and to create

new class of preferred shares of the Corporation with rights preferences and limitations as fixed

by the Board of Directors before the issuance of such series under authority contained in the

Certificate of Incorporation and further to permit the Board of Directors to designate different

series of preferred stock in the future without shareholder approval To accomplish the

foregoing amendments

Paragraph of the Certificate of Incorporation as heretofore amended shall be deleted in

its entirety and is hereby amended to read in its entirety as follows

The total number of shares which the corporation shall

have authority to issue is 5005000 shares which shall Consist of

5000000 common shares par
value 8.50 per share the

Common Stock and 5000 preferred shares having par value

of $.50 per share the Preferred Stock The Preferred Stock

shall have stated value of $1000 per share as adjusted for any

stock dividends combinations or splits with respect to such shares

the Staled Value

The Preferred Stock may be issued in series and each

series shall be so designated by the Board of Directors to

distinguish them from shares of all other series The Preferred

Stock shall be convertible into shares of Common Stock to the

extent provided by the Board of Directors

1329045
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The Corporations Board of Directors is hereby expressly

authorized at any time before December 31 2014 and from time

to time to issue additional shares of Preferred Stock as shares of

any series of Preferred Stock and in connection with the creation

of each such series to fix by the resolution or resolutions providing

for the issue of shares thereof the number of shares of such series

the voting powers full or Limited or no voting powers and

consistent with Paragraph 4.B the designations powers

preferences
and rights and the qualifications limitations and

restrictions of such series including without limitation dividend

rights conversion rights redemption privileges and liquidation

preferences to the full extent now or hereafter permitted by New

York law without shareholder approval

The foregoing amendment of the Certificate of Incorporation was duly authorized

by the affirmative vote of the Board of Directors of the corporation
followed by the affirmative

vote of the holders of majority of the outstanding common shares of the corporation entitled to

vote thereon at meeting of shareholders duly called and held on February 15 2012

IN WITNESS WHEREOF the undersigned has executed this Certificate of Amendment

in the name and on behalf of Lyons Bancorp Inc on the 28th day of February 2012 and does

affirm under the penalties of peijury that the statements contained herein have been examined

and are true correct and complete

LYONS BANCORP INC

By 1sf Robert Schick

Robert Schick President

329O45
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CERTIFICATE OF AMENDMENT
TO TIlE

CERTIFICATE OF INCORPORATION
OF

LYONS BANCORP INC

UNDER SECTION 805 OF THE

BUSINESS CORPORATION LAW

h..i

FEB20 212

C.- .II

LCS

DRAWDOJW- AL

WOODS OVIA11 GILMAN LLP

700 CROSSROADS BUILDING

STATE STREET

ROCHESTER NEW YORK 14614

LOI I1J 83.ZtOZ CustomerRef fc377

I329O4
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LYONS BANCORP INC

LYONS NEW YORK

AMENDED AND RESTATED BYLAWS

Organized Under New York Business Corporation Law

ARTICLE

OFFICES

SECTION PRINCIPAL OFFICE The principal office of the Corporation shall be

located in the Village of Lyons County of Wayne State of New York

SECTION OTHER OFFICES Corporation may also have such other offices as the

board of directors may from time to time determine or the business of the corporation may

require

ARTICLE II

SECTION PLACE OF MEETING OF SHAREHOLDERS Meetings of shareholders

may be held at the main office of this Corporation or at such place as may be fixed by the board

of directors

SECTION ANNUAL MEETING OF SHAREHOLDERS meeting of shareholders

shall be held annually on such day and at such hour as may be fixed by the Board of Directors

Such meetings shall be for the election of directors and the transaction of such other business as

may come before them

SECTION SPECIAL MEETING OF SHAREHOLDERS Special meeting of

shareholders may be called by the board of directors or by the President or the Secretary and

shall be called by the President or the Secretary upon the written request of the majority of the

board of directors or upon the written request of the holders of not less than 25 percent 25% of

the outstanding shares entitled to vote on the action proposed to be taken Such call and written

request shall state the purpose or purposes of the proposed meeting Business transacted at any

special meeting shall be confined to the purpose or purposes for which the meeting is called

SECTION FIXING RECORD DATE board of directors may fix in advance as

the record date for the purpose of determining the shareholders entitled to notice of or to vote at

1477223
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any meeting of shareholders or any adjournment thereof or to express consent to or dissent from

any proposal without meeting or for the purpose of determining shareholders entitied to

receive payment of any dividend or the allotment of any rights or for the purpose of any other

action

SECTION NOTICE OF MEETING OF SHAREHOLDERS Written notice of every

meeting of shareholders shall state the place date and hour of meeting and unless it is the annual

meeting indicated that it is being issued by or at the direction of the person or persons calling the

meeting Notice of special meeting shall also state the purpose or purposes for which the

meeting is called If at any meeting action is proposed to be taken which would if taken entitle

shareholders fulfilling the statutory requirements to receive payment for their shares notice of

such meeting shall include statement of that purpose and to that effect copy of the notice of

any meeting shall be given personally or by mail not less than ten 10 or more than fifty 50
days before the date of the meeting to each shareholder entitled to vote at such meeting

SECTION QUORUM OF SHAREHOLDERS The holders of majority of the

shares entitled to vote thereat shall constitute quorum at meeting of shareholders for the

transaction of any business Despite the absence of quorum the shareholders present may
adjourn the meeting

SECTION PROXIES Every shareholder entitled to vote at meeting of shareholders

or to express consent or dissent without meeting may authorize another person or persons to act

for him by proxy Every proxy must be signed by the shareholder or his attorney-in-fact Every

proxy shall be revocable at the pleasure of the shareholder executing it except in those cases

where an irrevocable proxy is provided by law

ARTICLE III

DIRECTORS

SECTION BOARD OF DIRECTORS The business of the Corporation shall be

managed under the direction of its board of directors

SECTION QUALIFICATION OF DIRECTORS Each director shall be at least 18

years of age Each director shall be holder of common stock with par value of not less than

fifty dollars $50 Nominees for the election of director shall be given to the board of directors

with pertinent information concerning each nominee not less than sixty 60 days prior to the

date of the meeting for the election of directors Such information pertaining to said nominee

shall include the name current address occupation and brief description of employment history

1477223
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SECTION NUMBER OF DIRECTORS The number of directors constituting the

entire board shall not be less than five nor more than twenty-five 25 the exact number of

directors to be determined from time to time by majority vote of the whole board of directors of

the Corporation and such exact number shall be nine until otherwise so determined

SECTION ELECTION AND TERM OF DIRECTORS The board of directors shall

be divided into three classes as nearly equal in number as the then total number of directors

constituting the whole board permits with the term of office of one class expiring each year At

the annual meeting of stockholders in 1988 directors for the first class shall be elected to hold

office for term expiring at the next succeeding annual meeting directors of the second class

shall be elected to hold office for term expiring at the second succeeding annual meeting and

directors of the third class shall be elected to hold office for term expiring at the third

succeeding annual meeting Any vacancies in the board of directors for any reason and any

newly created directorships resulting from any increase in the number of directors may be filled

by the board of directors acting by majority of the directors then in office although less than

quorum and any directors so chosen shall hold office until the next election of the class for

which such directors shall have been chosen and until their successors shall be elected and

qualified No decrease in the number of directors shall shorten the term of any incumbent

director Notwithstanding the foregoing and except as otherwise required by law the terms of

the director or directors elected by such holders shall expires at the next succeeding annual

meeting of stockholders Subject to the foregoing at each annual meeting of stockholders the

successors to the class of directors whose term shall then expire shall be elected to hold office for

term expiring at the third succeeding annual meeting Revision of this Article III Section

Election and Term of Directors shall require 66 2/3 majority vote of the common stock

outstanding and qualified to vote at special or annual meeting of shareholders

SECTION REMOVAL OF DIRECTORS Any or all of the directors shall only be

removed with cause by vote of majority of shareholders

SECTION QUORUM OF DIRECTORS majority of the entire board of directors

shall constitute quorum for th transaction of business of any specified item of business

SECTION ACTION BY THE BOARD OF DIRECTORS The vote of majority of

the directors present at meeting of the board of directors at the time of the vote if quorum is

present at such time shall except as otherwise provided by law be the act of the board of

directors

SECTION WRITTEN CONSENT OF DIRECTORS WITHOUT MEETING Any

action required or permitted to be taken by the board of directors of committee thereof may be

1477223
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taken without meeting if all members of the board or the committee consent in writing to the

adoption of resolution authorizing the action The resolution and the written consents thereto

by the members of the board or committee shall be filed with the minutes of the proceedings of

the board or committee

SECTION PLACE AND TIME OF MEETINGS OF THE BOARD OF

DIRECTORS The first meeting of each newly elected board of directors shall be held

immediately following the annual meeting of shareholders and at the place thereof Other

meetings of the board of directors regular or special may be held at any place duly designated

SECTION 10 NOTICE OF MEETING OF THE BOARD OF DIRECTORS Regular

meetings of the board of directors may be held without notice if time and place of such meetings

are fixed by the Bylaws or by the board of directors Special meetings of the board of directors

shall be held upon notice to the directors The notice shall state the place date and hour of the

meeting and indicate that it is being issued by or at the direction of the person or persons calling

the meeting The notice shall be given personally including telephone or by mail not less than

three days before the date of the meeting to each director

SECTION 11 EXECUTIVE COMMITTEE AND OTHER COMMITTEES The board

of directors by resolution adopted by majority of the entire board of directors may designate

among its members an executive committee and other committees each consisting of three or

more directors and each of which to the extent provided by the resolution shall have the

authority as to the following matters

Submission to shareholders of any action that needs shareholders approval

under law

The filling of vacancies to the board of directors or in any committee

The fixing of compensation of the directors for serving on the board of

directors or any committee

ARTICLE IV

OFFICERS

SECTION NUMBER The officers of the Corporation shall be President one or

more Vice Presidents Secretary and Treasurer each of whom shall be elected or appointed

by the board of directors Such other officers and assistant officers as the board of directors may

determine may be elected or appointed by the board of directors Any two or more offices may

be held by the same person except the offices of President and Secretary

1477223

III 42



SECTION ELECTION AND TERM OF OFFICE The officers of the Corporation to

be elected or appointed by the board of directors shall be elected or appointed at the discretion of

the board of directors in such term of office for each individual officer as so designated by the

board of directors

SECTION REMOVAL Any officers elected or appointed by the board of directors

may be removed by the board of directors with or without cause

SECTION PRESIDENT The President shall be the principal executive officer of the

Corporation and subject to the control of the board of directors shall in general supervise and

control all of the business and affairs of the Corporation He shall when present preside at all

meetings of the shareholders He may sign with the Secretary or any other proper officer of the

Corporation thereunto authorized by the board of directors certificates representing shares of the

corporation any deeds mortgages bonds contracts or other instruments which the board of

directors has authorized to be executed except in cases where the signing and execution thereof

shall be expressly delegated by the board of directors

SECTION VICE PRESIDENTS In the absence of the President or in the event of

his death inability or refusal to act the Vice President shall perform the duties of the President

and when so acting shall have the authority of and be subject to all restrictions upon the

President

SECTION SECRETARY The secretary shall keep the minutes of the

proceedings of its shareholders board of directors and executive committee and other

committees if any in one of more books provided for that purpose see that all notices are

duly given in accordance with the provisions of these Bylaws or as required by law be

custodian of the corporate records and of the Seal of the Corporation and see that the Seal of the

Corporation is affixed to all documents the execution of which on behalf of the Corporation

under its seal is duly authorized sign with the President certificates representing shares of the

Corporation issuance of which shall have been authorized by resolution of the board of

directors have general charge of the record of shareholders of the Corporation and in

general perform all duties incident to the office of Secretary and such other duties as from time

to time may be assigned to him by the President or by the board of directors

SECTION TREASURER If required by the board of directors the Treasurer shall

give bond for the faithful discharge of his duties in such sum and with such surety or sureties as

the board of directors shall determine He shall have charge and custody of and be

responsible for all funds and securities of the Corporation receive and give receipts for monies

due and payable to the Corporation from any source whatsoever and deposit all such monies in

1477223
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the name of the Corporation in such banks trust companies or other depositories as shall be

designated by these Bylaws or by the board of directors have charge and custody and be

responsible for keeping of correct and complete books and records of accounts of the

Corporation and In general perform all of the duties incident to the office of Treasurer and

such other duties as from time to time may be assigned to him by the President or by the board of

directors

SECTION COMPENSATION OF OFFICERS The compensation of officers shall

be fixed from time to time by the board of directors and no officer shall be prevented from

receiving such compensation by reason of the fact that he is also director of the Corporation

ARTICLE

CERTIFICATE REPRESENTING SHARES RECORD OF SHAREHOLDERS

TRANSFER OF SHARES

SECTION CERTIFICATE REPRESENTING SHARES The shares of the

Corporation shall be represented by certificates which shall be in such form as shall be

determined by the board of directors

SECTION LOST DESTROYED OR WRONGFULLY TAKEN CERTIFICATES

The board of directors may direct new certificate or certificates to be issued in place of any

certificate or certificates therefore issued by the Corporation alleged to have been lost

apparently destroyed or wrongfully taken upon the making of any affidavit of that fact by the

person claiming the certificate to be lost apparently destroyed or wrongfully taken

SECTION RECORD OF SHAREHOLDERS The Corporation shall keep at its

principal office or at the office of its transfer agent or registrar in the State of New York

record containing the names and addresses of all shareholders the number and class of shares

held by each and the dates when they respectively became the owners of record thereof The

Corporation shall be protected in treating the persons whose names stand on the record of

shareholders as the owners thereof for all purposes

SECTION TRANSFER OF SHARES Upon surrender to the Corporation or the

transfer agent of the Corporation of the certificate representing shares duly endorsed or

accompanied by proper evidence of succession assignment or authority to transfer it shall be the

duty of the Corporation to issue new certificate every such transfer of shares shall be entered

on the record of shareholders of the Corporation

1477223
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ARTICLE VI

DIVIDEND

The board of directors may from time to time require and the Corporation may pay

dividends on its outstanding shares in the manner and upon the terms and conditions provided by

law and in the discretion of the board of directors

ARTICLE VII

SEAL

The Seal of the Corporation shall be circular in form and contain the name of the

Corporation

ARTICLE VIII

WAIVER OF NOTICE

SECTION WAIVER OF NOTICE TO SHAREHOLDER Notice of meeting need

not be given to any shareholder who signs waiver of notice in person or by proxy whether

before or after the meeting The attendance of any shareholder at meeting in person or by

proxy without protesting prior to the conclusion of the meeting the lack of notice of such

meeting shall constitute waiver of notice by him

SECTION WAIVER OF NOTICE TO DIRECTOR Notice of meeting not be

given to any director who signs waiver of notice whether before or after the meeting or who

attends the meeting without protesting prior thereto or at its commencement the lack of notice

to him The waiver of notice need not specify the purpose of any regular or special meeting of

the board of directors

ARTICLE IX

AMENDMENT AND REPEAL

SECTION AMENDMENT AND REPEAL BY THE SHAREHOLDER These

Bylaws may be amended or repealed by vote of the shareholders entitled to vote in the election

of any director Such amendment or repeal by shareholders is only made effective with the

approval vote of simple majority of quorum of shareholders brought together at special or

annual meeting unless such amendment or repeal of specific bylaw requires greater

shareholder vote
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SECTION AMENDMENT AND REPEAL BY THE BOARD OF DIRECTORS

These Bylaws may also be amended or repealed by majority of the board of directors unless

such amendments or repeal of specific bylaw requires majority or greater shareholder vote

1477223
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6t III

NOTICE THE CERTIFICATE OF INCORPORATION OF THE CORPORATION CONTAINS PROVISIONS SPECIFYING THATTHB
PROPORTION OF HOLDERS THAT SHALL CONSTITUTE QUORUM AND THE PROPORTION.OF VOTES OF THE HOLDERS OF

VOTING SHARES THAT SHALL BE NECESSARY AT ANY MEETING OF SHAREHOLDERS FOR THE TRANSACTION OF SPECI

FIED ITEMS OF B1JSJNFSS INCLUDING AMENDMENTS TO THE CERTIFICATE OF CORPORATION RELATING TO SUCH PROVI
SIONS SHALL BE GREATER THAN THE PROPORTIONS PRESCRIBED BY THE NEW YORK BUSINESS CORPORATION LAW IN

THE ABSENCE OF SUCH PROVISIONS AND THE PROPORTION OF DIRECTORS THAT SHALL CONSTITUTB QUORUM AND
VOTES OF DIRECTORS THAT SHALL BE NECESSARY AT ANY MEETING OF DiRECTORS FOR THE TRANSACTION OP SPECI

FIED ITEMS OF BUSINESS SHALL BE GREATER THAN THE PROPORTIONS PRESCRIBED BY THE NEW YORK BUSINESS

CORPORATION LAW IN THE ABSENCE OF SUCH PROVISIONS

The following abbreviations when used in the inscription on the facc of this certificate shall be construed us though they were written out

in full according to applicable laws or regulations Additional abbrcviations may also be used though no in the list

TEN COM as tenants in common UNIF GIFT MIN ACT Custodian Minor

TEN ENT as tenants by the entireties under Uniform Gifts to Minors Act State

JTTEN as joint tenants with fight of survivorship

and not as tenants in common PIEASE INSERT SOCIAl secuRiTy OR OTHER

IDENTIFYING NUMBER OF ASSIGNEE
rot value recewed I/se undet signed liei.eby sells crignc and ansfeiswsio

PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS OF ASSIGNEE

Shaies

represezted by the within Certjflcate and hereby irrevocably constitules and appoints

Attorney to transfer the said

shares on the books oft/se within-named Corporation with full power of substitution in the premiAes

Dated

In presence of



EXHIBIT 3.2

omittedpursuant to Part II Item 23b
but the issuer agrees to provide to the

Commissionupon request
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EXHIBIT 3.3

omittedpursuant to Part II Item 23b
but the issuer agrees to provide to the

Commissionupon request
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EXHIBIT 3.4

omittedpursuant to Part II Item 23b
but the issuer agrees to provide to the

Commissionupon request
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EXHIBIT 3.5

omittedpursuant to Part II Item 23b
but the issuer agrees to provide to the

Commissionupon request
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EXHIBIT 3.6

omittedpursuant to Part II Item 23b
but the issuer agrees to provide to the

Commissionupon request
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EXHIBIT 3.7

omittedpursuant to Part II Item 23b
but the issuer agrees to provide to the

Commissionupon request
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EXHIBIT 4.1

See Attached
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LYONS BANCORP INC
RIGHTS OFFERING

Your properly completed Subscription Election Form MUST be received by The Lyons

National Bank before 500 p.m Lyons New York time on April LJ 2012

SHAREI-IOLDER ADDRESS
1INRT$HAR.OLDERCITY STATE

Dear Shareholder

This letter is being distributed by Lyons Bancorp Inc us we our or the

Corporation in connection with the offering the Rights Offering by the Corporation of

shares of our common stock the Common Stock which will be issued upon the exercise of

non-transferable subscription rights the Subscription Rights which are being distributed to

all holders of record of the Common Stock as of 500 p.m Lyons New York time on April 12

2012 the Record Date The Subscription Rights and the Rights Offering are described in the

offering circular dated 2012 which is enclosed with this letter the Offering

Circular

In the Rights Offering we are offering up to an aggregate of $5000000 of our Common
Stock to be issued upon the exercise of the Subscription Rights The Subscription Rights will

expire ifnot exercised earlier at 500 p.m Lyons New York time on 2012 unless we

elect in our sole discretion to extend the period of the Rights Offering beyond this date such

date as may be extended the Expiration Date As described in the Offering Circular you

will receive one Subscription Right for each whole share of Common Stock you owned at 500

p.m Lyons New York time on the Record Date Each Subscription Right Will allow you to

subscribe to purchase one-seventh 1/7th of share of Common Stock the Basic Subscription

Right at subscription price of $1 per full share

You owned LINSERT NUMBER OF SHARESI shares of our Common Stock on the

Record Date As such your Basic Subscription Right entitles you to subscribe for up to

INSERT NUMBER OF SHARESJ shares of our Common Stock rounded down to the

nearest whole number of shares with the total subscription payment being adjusted

accordingly as explained in the Offering Circular for per full share

In addition if you exercise your Basic Subscription Right in full you will be eligible to

subscribe to purchase additional shares of Common Stock subject to the conditions and

limitations described further in the Offering Circular the Over-Subscription Opportunity We
offer no assurances that any subscription requests that you may submit pursuant to the Over

Subscription Opportunity will be fulfilled in whole or in part

You will be required to submit payment in full for all of the shares of Common Stock you

wish to buy under your Basic Subscription Right and pursuant to the Over-Subscription

Opportunity to The Lyons National Bank the Subscription Agent by no later than 500 p.m
Lyons New York time on the Expiration Date Any fractional shares of Common Stock
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resulting from the exercise of your Subscription Rights including under the Basic Subscription

Right and the Over-Subscription Opportunity will be eliminated by rounding down to the

nearest whole share with the total subscription payment being adjusted accordingly Any excess

subscription payments that you may pay to the Subscription Agent in the Rights Offering will be

returned without interest to you by the Subscription Agent as soon as practicable following the

completion of the Rights Offering

Your Subscription Rights are evidenced by this Subscription Election Form Your

Subscription Rights are non-transferable meaning that you may not sell transfer or assign your

Subscription Rights to anyone else

Enclosed for your additional information are copies of the following documents

The Offering Circular

Your Subscription Election Form

form of Beneficial Owner Election Form to be used by beneficial owners i.e

those who hold their shares of Common Stock in street name as described below

form of Nominee Holder Certification to be used by street name holders of

record as described below and

return envelope addressed to The Lyons National Bank acting as our Subscription

Agent

The documents listed above provide important additional information on the Rights

Offering the Corporation and the steps you must take if you wish to exercise all or some of your

Subscription Rights You should read all of these documents carefully in their entirety

Actions Required

Your prompt action is requested To exercise your Subscription Rights you must

deliver your properly completed and signed Subscription Election Form together with

your payment in full of the total subscription amount that is required for all of the shares

that you intend to purchase under your Basic Subscription Right and any additional shares

that you wish to purchase pursuant to the Over-Subscription Opportunity to the Lyons

National Bank our Subscription Agent as described further in the Offering Circular

ALL CHECKS AND MONEY ORDERS SHOULD BE MADE PA YABLE

TO OUR ESCROW GENT AS TIOGA STATE BANK AS ESCRO WA GENT

FOR LYONS BANCORP INC

If your shares of Common Stock are held in street name you must contact the securities

dealer commercial bank trust company or other nominee acting as record holder of your shares

and indicate your desire to exercise your Subscription Rights You may do so by following the
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procedures for exercising your subscription rights provided by your record holder if you

received the offering documents through them or if none were provided by completing the

enclosed Beneficial Owner Election Form and providing them to the record holder of your

shares The record holder must then complete the Subscription Election Form on your behalf

If you are securities dealer commercial bank trust company or other nominee you

may be receiving this letter and the enclosed information as the record holder of shares of our

Common Stock We are asking persons who hold shares of our Common Stock beneficially and

who have received the Subscription Rights distributable with
respect

to those shares through

broker dealer commercial bank trust company or other nominee to contact you and request

that you effect the transactions for them In addition we ask that you provide this information to

such beneficial owners Enclosed is form of Nominee Holder Certification which you may use

to report your exercise of such rights

Your properly completed and signed Subscription Election Form accompanied by full

payment of your total subscription amount must be received by The Lyons National Bank our

Subscription Agent by no later than 500 p.m Lyons New York time on the Expiration Date

Once you have exercised your Subscription Rights you may not cancel revoke or otherwise

amend the exercise of your Subscription Rights Any Subscription Rights that are not exercised

prior to 500 p.m Lyons New York time on the Expiration Date will expire and you will have

no further Subscription Rights

Additional copies of the enclosed materials may be obtained from us by calling 315
946-4871 or stopping by our main office located at 35 William Street Lyons New York 14489

Sincerely

Robert Schick

President Chief Executive Officer

Lyons Bancorp Inc
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SUBSCRIPTION ELECTION FORM

LYONS BANCORP INC
RIGHTS OFFERING

YOUR PROPERLY COMPLETED SUBSCRIPTION ELECTION FORM MUST BE
RECEIVED BY THE LYONS NATIONAL BANK BEFORE 500 P.M LYONS NEW

YORK TIME ON APRIL 2012

ALL CHECKS AND MONEY ORDERS SHOULD BE MADE
PAYABLE TO OUR ESCROWAGENTAS TIOGA STATEBANK

AS ESCR WA GENT FOR LYONS B14NCORP INC

BASIC Your Basic
Subscription Right entitles you to subscribe for up to

SUBSCRIPTION NIJMEk OF SHARES shares of our Common Stock

RIGHT
Indicate the number of shares of our common stock and the total

subscription amount you wish to subscribe for pursuant to your Basic

Subscription Right

NUMBER OF SHARES

times $1 per
share

$__________________________

BASIC SUBSCRJPTIONAMOUNT

OVER-SUBSCRIPTION Indicate the number of additional shares of Common Stock you would

OPPORTUNITY desire to purchase above your Basic Subscription Right if available

pursuant to the Over-Subscription Opportunity

NUMBER OFSHARES

times $L_.j per share

$_____________________________

__________________ OVER-SUBSCPJPTION AMOUNT
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METHOD OF Indicate your method of payment including both the Basic Subscription

PAYMENT Amount and any Over-Subscription Amount

El Check bank draft or money order payable to Tioga State Bank

as escrow agent for Lyons Bancorp Inc is enclosed in envelope

provided

El authorize withdrawals from the following The Lyons National

Bank accounts

Account Numbers Amounts

TELEPHONE Please provide daytime and evening telephone numbers where you may be

CONTACT contacted in the event we cannot execute your subscription as provided

INFORMATION
Daytime

Evening

STATE OF The undersigned represents and warrants that he/she/it is resident of the

RESIDENCE State of_______________

BANK AFFILIATION The undersigned is director officer or employee of Lyons l3ancorp Inc

or The Lyons National Bank

DYes

ENo

FINRA AFFILIATION The undersigned is director officer partner or employee of FINRA

member firm or is an associate of any such person

Yes

El No
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Under regulations of the Financial Institution Regulatory Authority Inc

FINRA members of FINRA and their associates will be deemed to have

agreed not to sell transfer or hypothecate the shares of common stock

subscribed for hereunder for period of 90 days following issuance and

ii to report this subscription in writing to the applicable FINR.A member
within one day of payment thereof

By executing this Subscription Election Form you acknowledge receipt of the Offering

Circular dated 2012 and agree to all of the terms and conditions of the offering as

described in the Offering Circular with respect to the shares of Common Stock subscribed for

herein including any riders attached to the Offering Circular You agree that once this

Subscription Election Form is tendered to the Subscription Agent it may not be withdrawn and

that the agreement created hereby shall survive the death or disability of the undersigned This

Subscription Election Form is not binding on Lyons Bancorp Inc until accepted by Lyons
Bancorp Inc By submitting this Subscription Election Form you also certif that you are not

subject to back-up withholding and that you are purchasing the Common Stock for your own
account and that you have no agreement or understanding for the sale or transfer of such shares

of Common Stock

The offer and sale of common stock have not been and will not be registered under the

securities laws of the states of Alabama Alaska Colorado Connecticut Florida Georgia
Hawaii Iowa Illinois Indiana Massachusetts Maryland Nebraska Nevada North Carolina

Ohio Pennsylvania South Carolina Texas Utah Vermont Virginia and Washington or any
other states except New York Additionally the shares of common stock issuable upon
acceptance of your subscription may not be sold hypothecated assigned or otherwise transferred

unless and until registered under the applicable state securities laws or unless Lyons Bancorp
Inc has received an opinion of counsel or other evidence satisfactory to Lyons Bancorp Inc and

its counsel that such registration is not required and the undersigned may be required to hold

them for an indefinite period of time The undersigned further acknowledges and agrees that any
certificates representing the stock shall bear legend to this effect if applicable

ACCEPTED AND AGREED

Print Name
___________________________________

Title
___________________________________

if applicable

Signature __________________________________

Date
________________________________

COMPLETED SUBSCRIPTIONS SHOULD BE RETURNED TO
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The Lyons National Bank

Attn Rights Offering Subscription

35 William Street

Lyons NY 14489

ALL CHECKS AND MONEY ORDERS SHOULD BE MADE
PA YABLE TO OUR ESCROWA GENT AS TIOGA STATE BANK

AS ESCROWA GENT FOR LYONS BANCORP iNC

IMPORTANT INFORMATION

NEITHER THE SUBSCRIPTION RIGHTS NOR THE SHARES OF COMMON STOCK

OFFERED HEREUNDER ARE DEPOSIT OR AN ACCOUNT OF OUR BANK
SUBSIDIARY AND ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE
CORPORATION OR ANY OTHER GOVERNMENT AGENCY

BY EXECUTING THIS SUBSCRIPTION ELECTION FORM THE UNDERSIGNED
ACKNOWLEDGES THAT THE UNDERSIGNED IS NOT WANING ANY RIGHTS HE
SHE OR IT MAY HAVE UNDER THE FEDERAL SECURITIES LAWS INCLUDING THE
SECURITIES ACT OF 1933 AND THE SECURITIES EXCHANGE ACT OF 1934
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BENEFICIAL OWNER ELECTION FORM

LYONS BANCORP INC

The undersigned acknowledges receipt of the letter and the enclosed materials referred to therein

relating to the grant of non-transferable rights the Subscription Rights to purchase shares of common

stock the Common Stock of Lyons Bancorp Inc the Corporation pursuant to subscription rights

offering the Rights Offering as described further in the Corporations offering circular dated

2012 the Offering Circular the receipt of which is hereby acknowledged

With respect to any instructions to exercise or not to exercise Subscription Rights the

undersigned acknowledges that this form must be completed and returned such that it will be received by

you by no later than 500 p.m Lyons New York time on 2012 the last business day prior to

the scheduled expiration date of the Rights Offering

This will instruct you whether to exercise Subscription Rights to purchase shares of the Common

Stock distributed with respect to the shares of the Common Stock held by you for the account of the

undersigned pursuant to the terms and subject to the conditions set forth in the Offering Circular

CRECK TIlE AIFLICABLE BOXES AND PRO VIDE ALL REQUIRED iNFORMATION

Box El Please DO NOT EXERCISE SUBSCRIPTION RIGHTS for shares of Common Stock

Box LI Please EXERCISE SUBSCRIPTION RIGHTS for shares of Common Stock as set forth

below

.FOLLOWING

Basic Subscription Right

Box elect to exercise ALL of my entitlement under my Basic Subscription Right to purchase

_________ shares of Common Stock for total subscription price of $_____________

Box LI elect to purchase _________ shares of Common Stock for total subscription price of

which amount acknowledge is less than my Basic Subscription Right

1FYOWEDBOX O.ECOMPLETE TilE FOLLOWIN

Over-Subscription Opportunity

IF YOU FLVE FULLY EXERCISED YOUR BASIC SUBSCRIPTION RIGHT ABOVE and you wish

to subscribe for additional shares of Common Stock subject to availability and the conditions and

limitations described in the Offering Circular please so indicate by checking the box below and

completing the additional required information

elect to subscribe to purchase $_____________ AMOUNT of additional shares

pursuant to the Over-Subscription Opportunity
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ETThEFOLLOING

Form of payment

LI Payment in the following amount is enclosed
________________________

Li Please deduct payment of
_____________

from my our following acoount maintained by you

Type of Account Account Number

The offer and sale of common stock have not been and will not be registered under the securities laws of

the states of Alabama Alaska Colorado Connecticut Florida Georgia Hawaii Iowa Illinois Indiana

Massachusetts Maryland Nebraska Nevada North Carolina Ohio Pennsylvania South Carolina Texas

Utah Vermont Virginia and Washington or any other states except New York Additionally if you are

not resident of New York the shares of common stock issuable upon acceptance of your subscription

may not be sold hypothecated assigned or otherwise transferred unless and until registered under the

applicable state securities laws or unless Lyons Bancorp Inc has received an opinion of counsel or other

evidence satisfactory to Lyons Bancorp Inc and its counsel that such registration is not required and you

may be required to hold them for an indefinite period of time The undersigned further acknowledges and

agrees that any certificates representing the stock may bear legend to this effect if applicable

we on my our own behalf or on behalf of any persons on whose behalf or under whose directions

am we are signing this form

Irrevocably elect to purchase the number of shares of Common Stock indicated above upon the

terms and conditions specified in the Offering Circular and

Agree that if we fail to pay for the shares of Common Stock that we have elected to

purchase you may exercise any remedies available to you under the law

Print Name of beneficial owners ___________________________________________

Signature of beneficial owners ___________________________________________

If you are signing in your capacity as trustee executor administrator guardian attorney-in-fact agent

officer of corporation or in any other fiduciary or representative capacity please provide the following

information

Name
_______________________________

Capacity _____________________________

Address
_______________________________

Telephone Number
___________________________
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NOMINEE HOLDER CERTIFICATION

LYONS BANCORP INC

THE TERMS AND CONDITIONS OF THE RIGHTS OFFERING ARE SET FORTH IN THE

OFFERING CIRCULAR OF LYONS BANCORP INC DATED 2012 THE OFFERING

CIRCULAR

The undersigned broker custodian bank or other nominee holder the Nominee Holder of

non-transferable subscription rights the Rights to purchase shares of common stock of Lyons

Bancorp Inc the Corporation pursuant to the rights offering described and provided for in the

Offering Circular hereby certifies to the Corporation and to The Lyons National Bank as subscription

agent for the rights offering that the undersigned has exercised on behalf of the beneficial owners thereof

which may include the undersigned the rights to purchase the number of shares of common stock

specified below under the basic subscription right and on behalf of beneficial owners of rights who have

exercised their basic subscription right in full the request to purchase the number of additional shares of

common stock specified below pursuant to the over-subscription opportunity the terms of which is

described further in the Offering Circular listing separately each exercised basic subscription right and

any corresponding over-subscription request as to each beneficial owner for whom the Nominee Holder is

acting hereby

Number of Shares Owned on Record Date

Number of Shares Subscribed For Under Basic

Subscription Right

Number of Shares Requested Under Over

Subscription Opportunity

Print Name of the Nominee Holder

By

Print Signers Name

Print Title

Contact Name

Contact Phone Number
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EXHIBIT 4.2

See Attached
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SUPPLEMENTAL OFFERING
SUBSCRIPTION AGREEMENT

LYONS BANCORP INC

COMPLETED SUBSCRIPTIONS SHOULD BE RETURNED TO

The Lyons National Bank

Attn Rights Offering Subscription

35 William Street

Lyons NY 14489

ALL CHECKS AND MONEY ORDERS SHOULD BE MADE
PAYABLE TO OUR ESCROWAGENTAS TIOGA STATEBANK

AS ESCR WA GENT FOR LYONS BANCORP iNC

IMPORTANT INFORMATION

The terms of this offering are described in the Offering Circular dated 2012 the

Offering Circular which you have received together with this Subscription Agreement You

should read the Offering Circular carefully in its entirety before completing and returning this

Subscription Agreement If you elect to subscribe for shares of our common stock in accordance

with the terms contained in the Offering Circular and as described further below you must

complete and sign this Subscription Agreement and the accompanying IRS Form W-9 in their

entirety If you fail to provide all of the required information and/or properly sign this

Subscription Agreement or the required Form W-9 your subscription may be returned to you

Once you have submitted your subscription it becomes irrevocable meaning that you do

not have the right to cancel or withdraw your subscription

By completing and signing this Subscription Agreement you hereby subscribe at price

of $F per share for the number of shares of common stock set forth above the

caption Number of Shares Subscribed For on the signature page hereto the Shares
of Lyons Bancorp Inc referred to in this Subscription Agreement as the Corporation

or as the context requires as us we and our

The Corporation is the parent holding company of The Lyons National Bank New
York bank We are offering shares of our common stock in supplemental offering the

Supplemental Offering which we are undertaking concurrently with and subject to

our distribution to our existing stockholders of subscription rights to purchase shares of

our common stock the Rights Offering
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In payment for the Shares you have enclosed with this Subscription Agreement

certified or cashiers check or bank draft drawn on U.S bank or U.S postal money

order or personal check in the amount set forth above the caption Subscription Price

on the signature page hereto the Subscription Price made payable to Tioga State

Bank as Escrow Agent for Lyons Bancorp Inc You understand that the minimum

number of shares of our common stock that you may subscribe for in the Supplemental

Offering is 500 shares provided that employees of the Corporation or The Lyons
National Bank may subscribe for minimum of 25 shares and provided further that we

may in our sole discretion elect to waive these minimum purchase requirements

You acknowledge and agree that the number of shares of our common stock that may be

made available under the Supplemental Offering will depend upon the number of shares

that are sold to existing stockholders in the Rights Offering including pursuant to both

the basic subscription rights of our stockholders under the Rights Offering and the over

subscription opportunity that may be provided to our stockholders under the Rights

Offering and that there is no guarantee that any shares of our common stock will be

made available for purchase by you or any other person in the Supplemental Offering

You further acknowledge and agree that if there is an over-subscription for the shares

that are made available for purchase in the Supplemental Offering then we will

determine in our sole discretion what procedures we will follow to allocate these shares

among the subscribers in the Supplemental Offering

You acknowledge and agree that we reserve the right in our sole discretion to accept or

reject your subscription in whole or in part for any reason or for no reason at all

You acknowledge that all subscriptions must be returned to our Subscription Agent The

Lyons National Bank at The Lyons National Bank Attn Rights Offering Subscription

35 William Street Lyons NY 14489 You acknowledge and agree that the Subscription

Price that you have paid will be deposited into segregated non-interest bearing deposit

account maintained by Tioga State Bank whom we have retained to serve as our Escrow

Agent in connection with both the Rights Offering and the Supplemental Offering We
will review all of the subscriptions that are delivered to the Subscription Agent in the

Supplemental Offering and we will make decision as to each subscription whether to

accept or reject the subscription in whole or in part If we reject your subscription in full

then the Subscription Agent will return this Subscription Agreement by first class mail or

overnight delivery to you and the Escrow Agent will deliver to you by first class mail or

overnight delivery check bank draft or money order in the amount of the Subscription

Price that you have delivered to the Subscription Agent with this Subscription

Agreement and neither you nor the Corporation will have any further obligation under

this Subscription Agreement If we accept only part of your subscription then the

Escrow Agent to return to you by first class mail or overnight delivery check bank

draft or money order payable to you in an amount equal to the per share purchase price in

the Supplemental Offering multiplied by the number of shares of our common stock for

which your subscription was not accepted Our use of the funds that we receive in the

Supplemental Offering will only occur following the closing of the Supplemental

Offering
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To induce us to accept your subscription

You hereby represent and warrant to us that you have received and reviewed

carefully the Offering Circular dated 2012

You hereby acknowledge and agree that except as set forth in the Offering

Circular no representations or warranties have been made to you by the

Corporation its officers or directors or any agent employee or affiliate of any of

them and in entering into this transaction you are not relying upon any

information other than the information contained in the Offering Circular

You represent and warrant to us that you understand that our sale of the Shares to

you has not been approved or disapproved by any of the United States Securities

and Exchange Commission the Federal Deposit Insurance Corporation the

FDIC the New York Commissioner of Banks or by any other federal or state

agency and that no such agency has passed on the accuracy or adequacy of the

Offering Circular

You
represent and warrant to us that you understand that the Shares that you have

subscribed for are not deposits and that the Shares are not insured by the FDIC or

any other government agency and that the Shares are subject to investment risk

including the possible loss of the entire amount that you have invested in the

Shares

You represent and warrant to us that the information you have included in the

accompanying IRS Form W-9 Request For Taxpayer- Identification Number and

Certification is true and correct in all respects

You further
represent and warrant to us that you are resident of the State or other

jurisdiction set forth on the signature page of this Subscription Agreement and you have

reviewed any legend applicable to such state or jurisdiction provided in the Additional

Subscriber Representations and Riders attached as an exhibit hereto

You acknowledge that the Supplemental Offering will be closed at 500 p.m Lyons
New York time on 2012 provided however that we may in our sole

discretion elect to extend the closing date of the Supplemental Offering

10 If the Supplemental Offering is terminated which we may choose to do at any time in our

sole discretion then the Subscription Price that you have paid will be returned to you
without any accrued interest or deduction for expenses by the Subscription Agent and

neither you nor the Corporation will have any further obligation under this Subscription

Agreement

11 If you are resident of any State except New York you must also complete and deliver

the Additional Subscriber Representations attached as Exhibit hereto as condition to

completion of your subscription
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12 If you are resident of the State of Connecticut in addition to Exhibit you must also

complete and deliver the Accredited Investor Representations attached as Exhibit

hereto as condition to completion of your subscription

13 You acknowledge and agree that you may not sell transfer or assign this Subscription

Agreement or your subscription to purchase the Shares contained herein to any other

person

IN WITNESS WHEREOF you have executed this Subscription Agreement as sealed

instrument as of the date indicated on the signature page hereto and you hereby certify that the

information provided in this Subscription Agreement is true correct and complete

ISIGNATURE PAGE FOLLOWS
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SIGNATURE PAGE
TO LYONS BANCORP INC SUBSCRIPTION AGREEMENTI

Number of Shares Subscribed For

Subscription Price at price of $1 per share

Names in which stock certificates should be registered

Street Address

City/State/Zip Code

Telephone Number including Area Code

Signature

Second Persons Signature if issued in names of more than one person

Unless you otherwise request in writing any shares to be issued in the names of two or more persons will

be registered in the names of such persons as joint tenants with right of survivorship and not as tenants in

common

If any shares are to be held in joint ownership all joint owners must sign this Subscription Agreement

If you have signed this Subscription Agreement in capacity as trustee executor administrator

guardian attorney-in-fact agent officer of corporation or in any other fiduciary or representative

capacity then you must enclose appropriate evidence of your authority to sign and provide the following

additional information

Name
_____________________________

Capacity _____________________________

Telephone Number
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SIGNATURE PAGE
TO LYONS BANCORP INC SUBSCRIPTION AGREEMENTI

This Subscription Agreement is hereby accepted on behalf of Lyons Bancorp Inc as of

__________ 2012 for
_________ shares of the common stock of Lyons Bancorp Inc

LYONS BANCORP INC

By

Name

Title
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EXHIBIT

ADDITIONAL SUBSCRIBER REPRESENTATIONS

To be completed only by residents of any Stale except New York

The undersigned represents
and warrants to Lyons Bancorp Inc as follows

YOU ARE AWARE THAT THE COMMON STOCK IS SPECULATIVE

INVESTMENT INVOLVING HIGH DEGREE OF RISK

You can bear the economic risk of this investment and can afford complete loss of this

investment and you have sufficient liquid assets to pay the full purchase price for the

Shares of Common Stock have adequate means of providing for your current needs

and possible personal contingencies and have no present need for liquidity of your

investment in the Shares of Common Stock do not have commitment to investments

which are not readily marketable or transferable which is disproportionate to your net

worth and your investment in the Shares of Common Stock will not cause such

commitment to become excessive

You have been represented by such legal and tax counsel and others each of whom has

been selected by you as you have found necessary to consult concerning your proposed

purchase of the Shares of Common Stock and any such representation has included an

examination of applicable documents and an analysis of all tax financial and securities

law aspects related to your proposed purchase of Shares of Common Stock You are

relying solely on your legal counsel and advisors and not on any statements or

representations of the Company or any agents of the Company for legal or other advice

with respect to this investment other than as provided in the Offering Circular

You are acquiring the Shares of Common Stock for your own account and not as fiduciary

or nominee for any other person and for investment purposes only and not with view to or

for the transfer assignment resale or distribution thereof in whole or in part You have no

present plans to enter into any such contract undertaking agreement or arrangement You

understand the meaning and legal consequences of the foregoing representations and

warranties You are not an underwriter of any of the companys securities as that term is

defined in Section 211 of the Act and you will not take or cause to be taken any action that

would cause you to be deemed an underwriter of the securities

The undersigned acknowledges and agrees that the certificates representing the Shares of

Common Stock sold pursuant to this Subscription Agreement will be imprinted with

legend in substantially the following form

THE SECURITIES EVIDENCED BY THIS CERTIFICATE HAVE NOT BEEN

REGISTERED UNDER THE SECURITIES ACT OF 1933 AS AMENDED THE
SECURITIES ACT OR THE SECURITIES LAWS OF ANY STATE OR OTHER
JURISDICTION THE SECURITIES MAY NOT BE OFFERED SOLD PLEDGED OR
OTHERWISE TRANSFERRED EXCEPT PURSUANT TO AN EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT AND APPLICABLE STATE
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LAW OR PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT

UNDER THE SECURITIES ACT iN EACH CASE IN ACCORDANCE WITH ALL

APPLICABLE STATE SECURITIES LAWS AND THE SECURITIES LAWS OF

OTHER JURISDICTIONS AND IN THE CASE OF TRANSACTION EXEMPT

FROM REGISTRATION UNLESS THE COMPANY HAS RECEIVED AN OPiNION

OF COUNSEL REASONABLY SATISFACTORY TO IT THAT SUCH TRANSACTION
DOES NOT REQUIRE REGISTRATION UNDER THE SECURITIES ACT AND SUCH
OTHER APPLICABLE LAWS

PENNSYLVANIA RESIDENTS IF YOU HAVE ACCEPTED AN OFFER TO
PURCHASE THE SECURITIES AND HAVE RECEIVED WRITTEN NOTICE

EXPLA1NII4G YOUR RIGHT TO WITHDRAW YOUR ACCEPTANCE PURSUANT
TO SECTION 207m2 OF ThE PENNSYLVANiA SECURITIES ACT OF 1972 YOU
MAY ELECT WITHIN TWO BUSINESS DAYS FROM THE DATE OF RECEIPT BY
THE ISSUER OF YOUR BINDING CONTRACT OF PURCHASE OR IN THE CASE
OF TRANSACTION IN WHICH THERE IS NO BINDING CONTRACT OF

PURCHASE WITHIN TWO BUSINESS DAYS AFTER YOU MAKE THE INITIAL

PAYMENT FOR THE SECURITIES BEiNG OFFERED TO WITHDRAW YOUR
ACCEPTANCE AND RECEIVE FULL REFUND OF ALL MONIES PAID BY YOU
WITHDRAWAL OF ACCEPTANCE WILL BE WITHOUT ANY FURTHER
LIABILITY TO ANY PERSON TO ACCOMPLISH THIS WITHDRAWAL YOU
NEED ONLY SEND WRITTEN NOTICE iNCLUDING NOTICE BY FACSIMILE

OR ELECTRONIC MAIL TO THE ISSUER OR PLACEMENT AGENT IF ONE IS

LISTED ON THE FRONT PAGE OF THE OFFERING MEMORANDUM
INDICATING YOUR INTENTION TO WITHDRAW

Print Name ______

Title
________

if applicable

Signature _______

Date _______

1479657
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HIBflB

ACCREDITED INVESTOR REPRESENTATIONS

To be completed only by residents of the State ofConnecticut

The undersigned represents and warrants to Lyons Bancorp Inc that the undersigned isan accredited investor as defined in Rule 501a under the Securities Act of 1933 as amendedbased on the following qualification CHECKATLEASTOIJ

The undersignJ is bank insurance company registered investment company business
development company or small business investment company Specifically bank asdefined in section 3aX2 of the Act or any savings and loan association or otherinstitution as defined in section 3a5A of the Act whether

acting in its individual or
fiduciary capacity any broker or dealer registered pursuant to section 15 of the Securities
Exchange Act of 1934 any insurance company as defined in section 2a 13 of the Actany investment company registered under the Investment Company Act of 1940 orbusiness development company as defined in section 2a48 of that Act any SmallBusiness Investment Company licensed by the U.S Small Business Administration undersection 301c ord of the Small Business Investment Act of 1958

The
undersigned is an employee benefit plan within the meaning of the EmployeeRetirement Income

Security Act if bank insurance company or registered investmentadviser makes the investment
decisions or if the plan has total assets in excess of $5million private business development company as defined in section 202a22 ofthe Investment Advisers Act of 1940

The undersigned is an organization described in section 501 c3 of the Internal RevenueCode corporation Massachuses or similar business trust or
partnership not formed forthe specific purpose of

acquiring the securities offered with total assets in excess of$5000000

The
undersigned is natural

person whose individual net worth or joint net worth withthat persons spouse at the time of his
purchase exceeds $1000000 excluding the valueof the primary residence of such natural person calculated by subtracting from theestimated fair market value of the

property the amount of debt secured by the
propertyup to the estimated fair market value of the property

The undersigned is natural person who had an individual income in excess of $200000in each of the two most recent years or joint income with that persons spouse in excess of$300000 in each of those
years and has reasonable expectation of

reaching the sameincome level in the current year

The undersigned is trust with total assets in excess of $5000000 not formed for the
specific purpose of

acquiring the securities offered whose purchase is directed bysophisticated person as described in Rule 506b2ii or

The
undersigned is an entity in which all of the

equity owners are accredited investorsbased on one of the above categories

1479657
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The undersigned agrees to furnish any additional information requested by Lyons

l3ancorp Inc or any of its affiliates to assure compliance with applicable U.S federal and state

securities laws in connection with the purchase and sale of the Securities

The undersigned acknowledges and agrees that the Shares of Common Stock have not

been registered under the Securities Act or pursuant to the provisions of the securities or other

laws of any applicable jurisdictions in reliance upon certain exemptions contained in the

Securities Act and Regulation promulgated thereunder and in the laws of such jurisdictions

You know of no public solicitation or advertisement of any offer in connection with the proposed

issuance and sale of the securities hereunder You are fully aware that the determination of

Lyons Bancorp Inc to accept your subscription to purchase the Shares of Common Stock is to

be made in reliance upon such exemptions based upon your representations warranties and

agreements contained herein You are fully aware of the restrictions on sale transferability and

assignment of the securities of Lyons Bancorp Inc for an indefinite period of time

Print Name ______

Title _______

if applicable

Signature _______

Date _______

1479657
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EXHIBIT 6.1

See Attached
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EXECUTIVE SALARY CONTINUATION AGREEMENT

THE AGREEMENT made and entered into this 26th day of September 2001 by
and between The Lyons National Bank banking corporation organized and existing

under the laws of the United States hereinafter called Bank and Clair Britt

hereinafter called the Executive

WITNESSETH

WHEREAS the Executive has been and continues to be valued Executive of the

Bank and is now serving the Bank as its Executive Vice President and Senior Lending
Officer and

WHEREAS it is the consensus of the Board of Directors that the Executives

services to the Bank in the
past have been of exceptional merit and have constituted an

invaluable contribution to the general welfare of the Bank and in bringing it to its present

status of operating efficiency and its present position in its field of
activity and

WHEREAS the experience of the Executive his knowledge of the affairs of the

Bank his
reputation and contacts in the industry are so valuable that assutance of his

continued services is essential for the future growth and profits of the Bank and it is in the

best interests of the Bank to arrange terms of continued employment for the Executive so

as to reasonably assure his remaining in the Banks employment during his lifetime or

until the age of retirement and

WHEREAS it is the desire of the Bank that his services be retained as herein

provided and

WHEREAS the Executive is willing to continue in the employ of the Bank

provided the Bank agrees to pay to him or his beneficiaries certain benefits in accordance

with the terms and conditions hereinafter set forth

ACCORDINGLY it is the desire of the Bank and the Executive to enter into this

agreement under which the Bank will agree to make certain payments to the Executive at

retirement or his beneficiary in the event of his premature death while employed by the

Bank and

FURTHERMORE it is the intent of the parties hereto that this agreement be

considered an unfunded arrangement maintained primarily to provide supplemental
benefits for the Executive as member of select group of management or highly

compensated employees of the Bank for the purposes of the Employee Retirement

Income Security Act of 1974 E.R.I.S.A
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NOW THEREFORE in consideration of services performed in the past and to be

performed in the future as well as of the mutual promises and covenants herein contained
it is agreed as follows

EMPLOYMENT

The Bank agrees to employ the Executive in such capacity as the Bank may from
time to time determine The Executive will continue in the employ of the Bank in
stich

capacity and with such duties and responsibilities as may be assigned to him
and with such compensation as may be determined from time to time by the Board
of Directors of the Bank Active employment shall include temporary disability
not to exceed six months 26 weeks and other leave of absences

specifically
granted by the Board of Directors

IL FRINGE BENEFITS

The salary continuation benefits provided by this agreement are granted by the
Bank as fringe benefit to the Executive and are not part of any salary reduction

plan or an arrangement deferring bonus or
salary increase The Executive has

no option to take any current payment or bonus in lieu of these salary continuation
benefits except as set forth hereinafter

Ill RETIREMENT DATE

If Executive remains in the continuous employ of the Bank he shall retire from
active employment with the Bank

thirty 30 days after attaining his sixty-second62 birthday unless by action of the Board of Directors his period of active

employment shall be shortened or extended

IV EARLY RETIREMENT

The Executive may retire early provided the Executive has attained age fifty-five

55 and has been employed by the Bank for twenty 20 full years from the date
of first service Upon said early retirement the Executive shall receive the
benefits set forth in Paragraph subject to vesting schedule in Paragraph VIII
and based upon the Executives compensation at said

early retirement

RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Subject to Subparagraph IX upon said retirement the Bank shall pay
Executive an annual benefit equal to seventy-five percent 75% of Executives

average of highest three years salary bonus and deferred compensation
immediately prior to his retirement said amount to be reduced by the following
amounts the Executive would be entitled to at age sixty-two 62 The amount
available to the Executive from the Banks pension plan assuming lifetime with
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fifteen 15 years certain ii- The Banks contribution to the Executives 401k
plan annuitized assuming the Executive would be paid for fifteen 15 years
certain using rate of return equal to the average one-year Federal funds rate for

the twelve 12 months immediately preceding the Executives retirement it shall

further be assumed that the Executive has contributed the maximum voluntary
contribution to the 401k plan thereby being eligible for maximum Bank
contribution and assume seven percent 7% interest on Bank contribution And
iii fifty percent 50% of the Executives age sixty-two 62 Social

Security
benefit Beginning January following the Executives retirement date the

benefits shall be payable annually until the death of the Executive if however
the Executive retires on date other than December then the payment made
January of the year following retirement shall be an amount that is prorated

based on the date of retirement For example if the Executive retires on April

2002 then the payment made on January 2003 shall be based upon the full

annual benefit amount the Executive would have received for full twelve months
prorated for the nine months retired in the year 2002

Provided that if less than one hundred and
eighty 180 such monthly payments

have been made prior to the death of.the Executive the Bank shall Continue such

monthly payments to whomever the Executive shall
designate in writing and filed

with the Bank until the full number of one hundred and eighty 180 monthly

payments have been made In the absence of any effective designation of

beneficiary any such amounts becoming due and payable upon the death of the

Executive shall be payable to the duly qualified executor oi administrator of his

estate

VI DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Executive should die while actively employed by the Bank at any
time after the date of this Agreement but prior to his attaining the age of sixty-two

62 years or such later date as may be agreed upon the Executive shall become
100% vested in the value of his accrued liability account The benefit shall be

payabie in either at the discretion of the Bank fifteen 15 annual payments using
rate of return equal to the average one year Federal funds rate for the twelve 12

months immediately preceding the Executives date of death or in lump sum
Further as set forth in this Agreement the benefits shall be payable to such

individual or individuals as the Executive may have designated in writing and
filed with the Bank The said monthly payments shall begin the first day of the

month following the death of the Executive in the absence of any effective

designation of beneficiary any such amounts becoming due and payable upon the

death of the Executive shall be payable to the duly qualified executor or
administrator of his estate Provided however that anything hereinabove to the

contrary notwithstanding no death benefit shall be payable hereunder if it is

determined that the Executives death was caused by suicide on or before

September 12 2003
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vii BENEFIT ACCOUNTING

The Bank shall account for this benefit using the regulatory accounting principles
of the Banks primary federal regulator The Bank shall establish an accrued

liability retirement account for the Executive into which appropriate reserves shall

be accrued

Vu VESTING

The Executive shall be entitled to receive five
percent 5% times the number of

full
years the Executive has been employed by the Bank from the date of this

Agreement

IX OTHER TERMINATION OF EMPLOYMENT AND DISABILITY

Subject to Subparagraph IX herein in the event that the employment of the

Executive shall terminate prior to retirement from active employment as provided
in Paragraph III by the Executives voluntary action then this Agreement shall

terminate upon the date of such termination of employment The Bank shall pay
to the Executive an amount of money equal to the accrued balance of Executives

liability reserve account at termination multiplied by Executives cumulative
vested percentage as set forth in Paragraph VJ1T hereinabove The payments are to

begin thirty days following the date of the Executives termination of service
This severance compensation shall be paid in ten 10 equal annual installments

without interest

Subject to Subparagraph IX herein in the event that the employment of the

Executive shall terminate
prior to retirement from active employment as provided

in Paragraph III due to the Executives discharge by the Bank then this

Agreement shall terminate upon the date of such termination of employment The
Bank shall pay to the Executive an amount of money equal to the accrued balance
of Executives liability reserve account at termination These payments shall

begin thirty 30 days following the date of the termination of service This

severance compensation shall be paid in ten 10 equal annual installments with

interest equal to the average Federal Punds rate for the twelve 12 months

immediately preceding the termination of the Executive

In the event the Executives death should occur after such severance but prior to

the completion of the monthly payments provided for in this Paragraph IX the

remaining installments shall be paid to such individual or individuals as the

Executive may have designated in writing and filed with the Bank In the

absence of any effective designation of beneficiary any such amounts shall be

payable to the duly qualified executor or administrator of his estate
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Discharge for Cause

Should the Executive be discharged for cause at any time all benefits
under this Agreement shall be forfeited The term for cause shall mean
gross negligence or gross neglect or willful violation of any law that
results in any adverse effect on the Bank If

dispute arises as to

discharge for cause such dispute shall be resolved by arbitration as set
forth in this Agreement

Disability Provision

In the event the Executives employment should terminate due to total

disability as determined by the Executives individual
disability insurance

policy one hundred percent 100% of the balance in the Executives
accrued liability account at the time of said disability shall be paid to the

Executive for ten 10 years using the
average Federal funds rate for the

twelve 12 months preceding the Executives date of disability or in lump
sum at Banks discretion Said payment shall commence thirty 30 days
following termination due to disability It is further agreed that in

conjunction with this benefit plan the Bank will apply for and pay for

disability income policy in an amount providing at least
sixty percent

60% of the Executives annual total compensation and
sixty percent60% of the Executives insurable retirement benefit plan contributions

This Plan shall have an elimination period of one year

PARTICIPATION IN OTHER PLANS

The benefits provided hereunder shall be in addition to Executives annual salary
as determined by the Board of Directors and shall not affect the right of
Executive to participate in any current or future Bank Retirement Plan group
insurance bonus or in any supplemental compensation arrangement which
constitutes

part of the Banks regular compensation structure

XI NON-COMpETE

The payment of benefits under this Agreement shall be contingent upon the
Executives not engagingin any activity that

directly or indirectly competes with
the Banks interests within 25 miles of any physical office of the Bank existing at

the time of Executives retirement or voluntary termination This provision shall
last for three years from tennination of employment However this provision
shall not apply in the event of Change of Control as described in Section XII
below
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XII CHANGE OF CONTROL

After Change of Control as set forth herein if the Executive subsequently
suffers Termination of Employment voluntary or involuntary except for cause

then the Executive shall be entitled to receive the benefits in Paragraph Said

benefit shall be based on the Executives salary bonus and deferred compensation
at the time of said termination reduced by the factors set forth in said Paragraph

Said benefit shall commence thirty 30 days following said termination of

employment

For purposes of this Agreement Change of Control shall mean

The acquisition by any one or more individuals entities or groups

within the meaning of Section 13d3 or 14d2 of the

Securities Exchange Act of 1934 as amended the Exchange
Act Person of beneficial ownership within the meaning of

Rule 3d-3 promulgated under the Exchange Act of 35% or more
of either the then outstanding shares of common stock of the

Holding Company the then outstanding shares of common stock

of .the Holding Company the Outstanding Holding Company
Common Stock or ii the combined voting power of the then

outstanding voting securities of the Holding Company entitled to

vote generally in the election of directors the Outstanding

Holding Company Voting Securities

Irrespective of the foregoing however any transfer made as the

result of the death of shareholder whereby said shares pass to

beneficiary as designated under the shareholders duly probated

Last Will and Testament or as result of intestacy should the

deceased shareholder not have duly probated Last Will and

Testament or by joint tenancy should the shares be owned by the

deceased shareholder
jointly with spouse or deceased

shareholders issue shall not be deemed to be transfer for

purposes of determining change of control as set forth in this

section In addition any transfer made by shareholder which has

been consented to bythe Executive within thirty 30 days of said

transfer or which occurred more than three
years previously

shall be excluded from any computation of Change of Control

under the provisions of this section Any such transfer by death or

approved transfer by Executive is hereinafter referred to as an

Exempt Transfer or

Individuals who as of the date hereof constitute the Board the

Incumbent Board cease for any reason to constitute at least

majority of the Board provided however that any individual

becoming director subsequent to the date hereof whose election

or nomination for election by the Holding Companys
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shareholders was approved by vote of at least majority of the

directors then comprising the Incumbent Board shall be considered

as though such individual were member of the Incumbent Board
but excluding for this purpose any such individual whose initial

assumption of office occurs as result of either an actual or

threatened election contest as such terms as used in Rule 14a-ll

of Regulation 14A promulgated under the Exchange Act or other

actual or threatened solicitation of proxies or consents by or on

behalf of person other than the Board or

Approval by the shareholders of the Holding Company of

reorganization merger or consolidation in each case unless

following such reorganization merger or consolidation more
than 65% of respectively the then outstanding shares of common
stock of the corporation resulting from such reorganization merger
or consolidation and the combined voting power of the then

outstanding voting securities of such corporation entitled to vote

generally in the election of directors is then
beneficially owned

directly or indirectly by all or substantially all of the individuals

and entities who were the beneficial owners respectively of the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities immediately

prior to such reorganization merger or consolidation in

substantially the same proportions as their ownership immediately

prior to such reorganization merger or consolidation of the

Outstanding Holding Company Common Stock and Outstanding

Holding Company Voting Securities as the case may be excepting
the exempt transfers noted in above ii no Person excluding
the Holding Company any employee benefit plan or related trust

of the Holding Company or such corporation resulting from such

reorganization merger or consolidation and any Person

beneficially owning immediately prior to such reorganization

merger or consolidation directly or indirectly 35% or more of the

Outstanding Holding Company Common Stock or Outstanding

Holding Company Voting Securities as the case may be
beneficially owns directly or indirectly 35% or more of

respectively of the then outstanding shares of common stock of the

corporation resulting from such reorganization merger or

consolidation or the combined voting power of the then

outstanding voting securities of such corporation and iii at least

majority of the members of the board of directors of the

corporation resulting from such reorganization merger or

consolidation were members of the Incumbent Board at the time of

the execution of the initial agreement providing for such

reorganization merger or consolidations or
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Approval by the shareholders of the Holding Company of

complete liquidation or dissolution of the Holding Company or ii
the sale or other disposition of all or substantially all of the assets

of the Holding Company other than to corporation with respect
to which following such sale or other disposition more than

65% pf respectively the then outstanding shares of common stock

of such corporation and the combined
voting power of the then

outstanding voting securities of such
corporation entitled to vote

generally in the election of directors in then
beneficially owned

directly or indirectly by all or substantially all of the individuals

and entities who were the beneficial owners respectively the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities immediately

prior to such sale or other disposition in
substantially the same

proportion as their Ownership immediately prior to such sale or

other disposition of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securities as

the case may be no Person excJuding the Holding Company
and any employee benefit plan or related trust of the Holding

Company or such corporation and any Person
beneficially owning

imiiediately prior to such sale or other disposition directly or

indirectly 35% or more of the Outstanding Holding Company
Common Stock or the

Outstanding Holding Company Voung
Securities as the case may be beneficially owns directly or

indirectly 35% or more of respectively of the then outstanding
voting shares of common stock of such

corporation and the

combined voting power of the then outstanding voting securities of

such corporation entitled to vote generally in the election of
directors and at leasi majority of the members of the board of

directors of such coIporaton were members of the Incumbent

Board at the time of the execution of the initial agreement or action

of the Board providing for such sale or other disposition of assets

of the Holding Company or

The issuance or transfer of sufficient shares of stock or merger
reorganization or consolidation which results in more than 50%
of the then outstanding shares of common stock of the Company
or ii securities having more than 50% of the combined voting

power of the then outstanding voting securities of the Company
entitled to vote generally in the election of directors being owned
by other than the Holding Company or persons who owned
securities having more that 65% of the combined

voting power of

the outstanding voting securities of the Holding Company entitled

to vote generafly in the election of directors of the Holding

Company prior to the transaction but expressly excluding Exempt
Transfers as set forth in subparagraph herein
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XIII BANK CAPITAL

If after the retirement of Executive the Tier capital of the Bank should fall

below the minimum required by the Banks regulatory authority and/or the Bank
fails to make profit in any two successive years Executive may at his

option demand that the Bank pay him the balance of the benefits due him in

lump sum The balance due Executive shall be an amount of money equal to his

accrued liability benefit account balance and shall be paid to him by the Bank
within thirty 30 days of his demand

XIV ALIENABILITY

It is agreed that neither Executive nor his/her spouse nor any other assignee shall

have any right to commute sell assign transfer or otherwise convey the right to

receive any payments hereuiider which payments and the right thereto are

expressly declared to be non-assignable and non-transferable and in the event of

any attempted assignment or transfer the Bank shall have no further liability

hereunder

XV RESTRICTIONS ON FUNDING

The Bank shall have no obligation to Set aside earmark or-entrust any fund or

money with which to pay its obligations under this Agreement The Bank

reserves the absolute right at its sole discretion to either fund the
obligations

undertaken by this Agreement or to refrain from funding the same and determine

the extent nature and method of such funding

XVI GENERAL ASSETS OF THE BANK

The rights of the Executive under this Agreement and of any beneficiary of the

Executive shall be solely those of an unsecured creditor of the Bank If the Bank

shall acquire an insurance policy or any other asset in connection with the

liabilities assumed by it hereunder it is expressly understood and agreed that

neither Executive nor any beneficiary of Executive shall have any right with

respect to or claim against such policy or other asset Such policy or asset shall

not be deemed to be held under any trust for the benefit of Executive or his

beneficiary or to be held in any way as collateral
security for the fulfilling of the

obligations of the sank under this Agreement It shall be and remain general

unpiedged unrestricted asset of the Bank and Executive or his beneficiary shall

not have greater claim to the insurance policy or other assets or any interest in

either of them than any other general creditor of the Bank
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XVII REORGANIZATION

The Bank agrees that if the Bank merges or consolidates with any other company
or organization or permits its business activities to be taken over by any other

organization or ceases its business activities or terminates its existence The
Executive will be considered to be vested in one hundred percent 100% of the

retirement benefit to be paid to the Executive pursuant to Paragraph above

XVIII AMENDMENT

This Agreement may be amended in whole or in part from time to time by the

mutual consent of both the Executive and the Bank

XIX NOT CONTRACT OF EMPLOYMENT

This Agreement shall not be deemed to constitute contract of employment
between the parties hereto nor shall any provision hereof restrict the right of the

Bank to discharge the Executive or restrict the right of the Executive to terminate

his employment

XX BEADINGS

Headings and subheadings of this Agreement are inserted for reference and

convenience only and shall not be deemed
part of this agreement

XXI APPLICABLE LAW

The
validity and interpretation of this Agreement shall be governed by the laws of

the State of New York

XXII EFFECTIVE DATE

The Effective Date of this Agreement shall be September 122001

XXIII CLAIMS PROCEDURE

in the event that benefits under this Agreement are not paid to the Executive or
his

beneficiary in the case of the Executives death and such person feels entitled

to receive them claim shall be made in writing to the Plan Administrator within

ninety 90 days from the date payments are not made Such claim shall be

reviewed by the Plan Administrator and the Bank if the claim is denied in full or

in part the Plan Administrator shall provide written notice within
ninety 90

days setting forth the specific reasons for denial specific reference to the

provisions of this Agreement upon which the denial is based and any additional

10
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material or information necessary to perfect the claim if any Also such wntten

notice shall indicate the
steps to be taken if review of the denial is desired

If claim is denied and review is desired the Executive or his beneficiary in

the case of the Executives death shall
notify the Plan Administrator in writing

within ninety 90 days claim shall be deemed denied if the Plan

Administrator does not take any action within the aforesaid ninety 90 day

periodj In requesting review the Executive or his beneficiary may review this

Agreement or any documents relating to it and submit any written issues and

comments he or she may feel appropriate In its sole discretion the Plan

Administrator shall then review- the claim and provide written decision within

ninety 90 days This decision likewise shall state the specific provisions of the

Agreement on which the decision is based

If claimants continue to dispute the benefit denial based upon completed

perfonnance of this Agreement or the meaning and effect of the terms and

conditions thereof then claimants may submit the dispute to Board of

Arbitration for final arbitration S-aid Board shall consist of one member selected

by the claimant one member selected by the Bank and the third member selected

by the first two members The Board shall operate under any generally recognized

Set of arbitration rules The parties hereto agree that they and their heirs personal

representatives successors and assigns shall be bound by the decision of such

Board with respect to any controversy properly submitted to it for determination

Where dispute arises as to the Banks discharge of the Executive for cause
such dispute shall likewise be submitted to arbitration as above described and the

parties hereto agree to be bound by the decision thereunder

XXIV NAMED FIDUCIARY AND PLAN ADMINISTRATOR

For purposes of irnplenenting this claims procedure but not for any other

purpose The Lyons National Bank is hereby designated as the Named Fiduciary

and Plan Administrator of Plan Agreement As Named Fiduciary and Plan

Administrator The Lyons National Bank shall be responsible for the management
control and administration of the agreement as established herein The Named

Fiduciary may delegate to others- certain aspects of the management and operation

responsibilities of -the Plan including the employment of advisors and the

delegation of ministerial duties to qualified individuals

11
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IN WITNESS WHEREOF the Bank has caused this Agreement to be signed in its

corporate name by its duly authorized officer and attested by its Secretary and Executive

hereunto Set his hand and seal all on the day and year first above written

Titlecretary

THE LYONS NATIONAL BANK
Lyons New York

/7
CIairJ.Britt

12

III 90



EXHIBIT 6.2

See Attached
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EXECUTIVE SALARY CONTINUATION AGREEMENT

THE AGREEMENT made and entered Into this 261h day of September 2001 by
and between The Lyons National Bank banking corporation organized and exi8ting
under the laws of the United States hereinafter called Bank and Robert Schick

hereinafter called the Executive

WIThES SETH

WHEREAS the Executive has been and continues to be valued Executive of the

Bank and is now serving the Bank as Its President afld Chief Executive Officer and

WHEREAS It is the consensus of the Board of Directors that the Executives
services to the Bank in the past have been of exceptional merit and have constituted alt

invaluable contribution to the general welfare of the Bank and in bringing it to its present
status of operating efficiency and Its present position In its field of activity and

WHEREAS the experience of the Executive hl knowledge of the affairs of the

Bank his
reputation and contacts in the Industry are so valuable that assurance of his

continued services Is essential for the future growth and profits of the Bank and It is in the
best Interests of the Bank to strange terms of continued employment for the Executive so
as to reasonably assure his remaining In the Btnks employment during his lifetime or
until the age of retirement and

WHEREAS It is the desire of the Bank that his services be retained as herein

provided and

WHEREAS the Executive Is
willing to continue In the employ of the Bank

provided the Bank agrees to pay to him or his beneficiaries certain benefits In accordance

ACCORjNQLyit the desire of the Bank and the Executive to enter Into this

agreement under which the Bank will
agree to make certain payments to the Executive at

retirement or hi8 beneficiary In the event of his premature death while employed by the

Bank and

URTHRRMORE It is the intent of the
parties hereto that this agreement be

considered an unfunded arrangement maintained
primarily to provide supplemental

benefits for the Executive as member of select group of management or highly

compensated employees of the Bank for the purposes of the Employee Retirement
Income

Security Act of 1974 E.RLS.A
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NOW ThEREFORE in consideration of services performed in the past and to be
performed in the future as well as of the mutual promises and covenants herein contained
it is agreed as follows

EMPLOYMENT

The Bank agrees to employ the Executive in such capacity as the Bank may from
time to time determine The Executive will continue in the employ of the Bank in
such capacity and with such duties and responsibilities as may be assigned to him
and with such compensation as may be determined from time to time by the Board
of Directors of the Bank Active employment shall include temporary disability
not to exceed six months 26 weeks and other leave of absences

specifically
granted by the Board of Directors

FRINGE BENEFITS

The salary continuation benefits provided by this agreement are granted by the
Bank as fringe benefit to the Executive and are not part of any salary reduction

plan or an arrangement deferring bonus or salary increase The Executive has
no option to take any current payment or bonus in lieu of these

salary continuation
benefits except as set forth hereinafter

III RETIREMENT DATE

If Executive remains in the continuous employ of the Bank he shall retire from
active employment with the Bank

thirty 30 days after
attaining his sixty-second62 birthday unless by action of the Board of Directors his period of active

employment shall be shortened or extended

IV EARLY RETIREMENT

The Executive may retire early_provided the Executive has attained hiLsixtieth.

60th birthday Upon said
early retirement the Executive shall receive the

benefits set forth in Paragraph subject to vesting schedule in Paragraph VIII
and based upon the Executives compensation at said early retirement

RETIREMENT BENEFIT AND POST-RETIREMj DEATH BENEFIT

Subject to Subparagraph IX upon said retirement the Bank commencing each

January following said retirement shall pay Executive an annual benefit equal
to seventy-five percent 75% of Executives average of highest three

years
salary bonus and deferred compensation Immediately prior to his retirement
said amount to be reduced by the following amounts the Executive would be
entitled to at age sixty-two 62 The amount available to the Executive from
the Banks pension plan assuming lifetime with fifteen 15 years certain ii The
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Banks contribution to the Executive8 40 1k plan annultized assuming the

Executive would be paid for fifteen 15 years certain using rate of return equal

to the average one-year Federal funds rate for the twelve 12 months immediately

preceding the Executives retirement It shall further be assumed that the

Executive has contributed the maximum voluntary contribution to the 401k plan

thereby being eligible for maximum Bank contribution and assume seven percent

7% interest on Bank contribution And iii fifty percent 50% of the

Executives age sixty-two 62 Social Security benefit The benefit shall be

payable beginning thirty 30 days following retirement in equal monthly

installments of 112 of the annual benefit until the death of the Executive

provided that If less than one hundred and eighty 180 such monthly payments

have been made prior to the death of the Executive the Bank shall continue such

monthly payments to whomever the Executive shall designate in writing and filed

with the Bank until the full nwnber of one hundred and eighty 180 monthly

payments have been made In the absence of any effective designation of

beneficiary any such amounts becoming due and payable upon the death of the

Executive shall be payable to the duly qualified executor or administrator of his

estate

VI DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Executive should die while actively employed by the Bank at any

time after the date of this Agreement but prior to his attaining the age of
sixty-two

62 years or such later date as may be agreed upon the Executive shall become

100% vested in the value of his accrued liability account The benefit shall be

payable in either at the discretion of the Bank fIfteen 15 annual payments using

rate of return equal to the average one year Federal funds rate for the twelve 12
months immediately preceding the Executives date of death or in lump sum
Furthór as set forth in this Agreement the benefits shall be payable to such

individual or individuals as the Executive may have designated in writing and

filed with the Bank The said monthly payments shall begin the first day of the

month following the death of the Executive In_thabsenceoLanyeffective_

designation of beneficiary any such amounts becoming due and payable upon the

death of the Executive shal be payable to the duly qualified executor or

administrator of his estate Provided however that anything hereinabove to the

contrary notwithstanding no death benefit shall be payable hereunder if it is

determined that the Executives death was caused by suicide on or before

September 12 2003

VII BENEFIT ACCOUNTING

The Bank shall account for this benefit using the regulatory accounting principles

of the Banks primary federal regulator The Bank shall establish an accrued

liability retirement account for the Executive into which appropriate reserves shall

be accrued
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VIII VESTiNG

The Executive shall be entitled to receive ten percent 10% times the number of

full years the Executive has been employed by the Bank from the date of this

Agreement

IX OTHER TERMINATION OF EMPLOYMENT AND DISABILITY

Subject to Subparagraph IX herein in the event that the employment of the

Executive shall terminate prior to retirement from active employment as provided
in Paragraph ifi by the Executives voluntary action then this Agtement shall

terminate upon the date of such termination of employment The Bank shall pay
to the Executive an amount of money equal to the accrued balance of Executives

liability reserve account at termination multiplied by Executives cumulative

vested pereentage as set forth in Paragraph VIII hereinabove The payments are to

begin thirty 30 days following the Executives Retirement Date Paragraph UI
This severance compensation shall be paid in ten 10 equal annual installments

without interest

Subject to Subparagraph IX herein in the event that the employment of the

Executive shall terminate prior to retirement from active employment as provided
in Paragraph ifi due to the Executives discharge by the Bank then this

Agreement shall terminate upon the date of such termination of employment The
Bank shall pay to the Executive an amount of money equal to the accrued balance

of Executives liability reserve account at termination These payments shall

begin thirty 30 days following the date of the termination of service This

severance compensation shall be paid in ten 10 equal annual installments with

interest equal to the average of Federal funds rate for the twelve 12 months

immediately preceding the termination of the Executive

In the event the Executives death should occur after such severanhuLprior_to.

the completion of the monthly payments provided for in this Paragraph IX the

remaining installments shall be paid to such individual or individuals as the

Executive may have designated in writing and filed with the Bank In the

absence of any effective designation of beneficiary any 8uch amounts shall be

payable to the duly qualified executor or administrator of hi8 estate

Discharge for Cause

Should the Executive be discharged for cause at any time all benefits

under this Agreement shall be forfeited The tenn 4for cause shall mean

gross negligence or gross neglect or willful violation of any law that

results in any adverse effect on the Bank If dispute arises as to
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discharge for cause such dispute shall be resolved by arbitration as set

forth in this Agreement

Disability Provision

In the event the Executives employment should terminate due to total

disability as determined by the Executives individual
disability insurance

policy one hundred percent 100% of the balance in the Executives
accrued

liability account at the time of said disability shall be paid to the

Executive for ten 10 years using the average Federal funds rate for the
twelve 12 months preceding the Executives date of

disability or in lump
sum at Banks discretion Said payment shall commence thirty 30 days
following termination due to disability It is further agreed that in

conjunction with this benefit plan the Bank will apply for and pay for

disability income policy in an amount providing at least
sixty percent

60% of the Executives annual total compensation and
sixty percent

60% of the Executives insurable retirement benefit plan contributions
This Plan shall have an elimination period of one year

PARTICIPATION IN OTHER PLANS

The benefits provided hereunder shall be in addition to Executives annual salary
as determined by the Board of Directors and shall not affect the right of
Executive to

participate in any current or future Bank Retirement Plan group
insurance bonus or in any supplemental compensation arrangement which
constitutes part of the Banks regular compensation structure

XL NON-COMpEm

The payment of benefits under this Agreement shall be contingent upon the
Executives not engaging in any activity that directly or indirectly competes with
the Banks interests within 25 mIles of any physka1 office of the Bank existingg
the time of Executives retirement or voluntary termination This provision 8halI
last for three

years from termination of employment However this provision
shall not apply in the event of Change of Control as described in Section XII
below

XII CHANGE OF CONTROL

After Change of Control as set forth herein if the Executive 3ubsequently
suffers Termination of Employment voluntary or involuntary except for cause
then the Executive shall be entitled to receive the benefits in Paragraph Said
benefit shall be based on the Executives salary bonus and deferred compensation
at the time of said termination reduced by the factors set forth in said Paragraph
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Said benefit shall commence thirty 30 days following said termination of

employment

For purposes of this Agreement Change of Control shall mean

The acqui8ition by any one or more individuals entities or groups

within the meaning of Section 13d3 or 14d2 of the

Securities Exchange Act of 1934 as amended the Exchange
Act Person of beneficial ownership within the meaning of

Rule 13d-3 promulgated under the Exchange Act of 35% or more
of either the then outstanding shares of common stock of the

Holding Company the then outstanding shares of common stock

of the Holding Company the Outstanding Holding Company
Common Stock or ii the combined voting power of the then

outstanding voting securities of the Holding Company entitled to

vote generally in the election of directors the Outstanding

Holding Company Voting Securities

Irrespective of the foregoing however any transfer made as the

result of the death of shareholder whereby said shares pass to

beneficiary as designated under the shareholders duly probated

Last Will and Testament or as result of intestacy should the

deceased shareholder not have duly probated Last Will and

Testament or by joint tenancy should the shares be owned by the

deceased shareholder jointly with spouse or deceased

shareholders issue 8hall not be deemed to be transfer for

purposes of determining change of control as set forth in this

Section In addition any transfer made by shareholder which has

been consented to by the Executive within thirty 30 days of said

transfer or which occurred more than three years previously

shall be excluded from any computation of Change of Control

under the provisions of this section Any such transfer by death or

approved transfer by Executive is hereinafter referred to as an

ExemptTransfer or

indivIduals who as of the date hereof constitute the Board the
Incumbent Board cease for any reason to constitute at least

majority of the Board provided however that any individual

becoming director subsequent to the date hereof whose ejection

or nomination for election by the Holding Companys
shareholders was approved by vote of at least majority of the

directors then comprising the Incumbent Board shall be considered

as though such individual were member of the Incumbent Board
but excluding for this purpose any such individual whose initial

assumption of office occurs as result of either an actual or

threatened election contest as such temis as used in Rule 14a-I

of Regulation 14A promulgated under the Exchange Act or other
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actual or threatened solicitation of proxies or consents by or on
behalf of person other than the Board or

Approval by the shareholders of the Holding Company of
reorganization merger or con8Olidatjon in each case unless
following such reorganization merger or consolidation more
than 65% of respectively the then outstanding shares of common
stock of the corporation resulting from such reorganization mergeror consolidation and the combined voting power of the then

outstanding voting securities of such Corporation entitled to vote
generally in the election of directors is then

beneficially owned
directly or indirectly by all or substantially all of the individuals
and entities who were the beneficial owners respectively of the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities
immediately

prior to 8uch reorganization merger or consolidation in

substantially the same proportions as their ownership immediately
prior to such reorganization merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities as the case may be

excepting
the exempt transfers noted in above ii no Person excluding
the Holding Company any employee benefit plan or related trust
of the

Holding Company or such corporation resuiting from such
reorganization merger or consolidation and

any Person
beneficially owning immediately prior to such reorganization
merger or consolidation directly or

indIrectly 35% or more of the

Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities as the case may be
beneficially owns directly or

indirectly 35% or more of
respectively of the then outstanding shares of common stock of the
corporation resulting from such reorganization merger or
consolldtio or the combined voting power of the then

outstanding voting securities of such

majority of the members of the board of directors of the

corporation resulting from such reorganization merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such
reorganization merger or consolidations or

Approval by the shareholders of the Holding Company of
complete liquidation or dissolution of the Holding Company or ii
the sale or other disposition of all or substantially all of the assets
of the Holding Company other than to corporation with

respect
to which following such sale or other disposition more than
65% of respectively the then outstanding shares of common stock
of such corporation and the combined voting power of the then

outstanding voting securities of such
corporation entitled to vote
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generally In the election of directors in then beneficially owned

directly or indirectly by all or substantially all of the individuals

and entities who were the beneficial owners respectively of the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities immediately

prior to such sale or other disposition in substantially the same

proportion as their ownership immediately prior to such sale or

other disposition of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securities as

the case may be no Person excluding the Holding Company
and any employee benefit plan or related trust of the Holding

Company or such corporation and any Person beneficially owning

Immediately prior to such sale or other disposition1 directly or

indirectly 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting

Securities as the case may be beneficially owns directly or

indirectly 35% or more of respectively of the then outstanding

voting shares of common stock of such corporation and the

combined voting power of the then outstanding voting Securities of

such corporation entitled to vote generally in the election of

directors and at least majority of the members of the board of

directors of 8uch corporation were members of the Incumbent

Board at the time of the execution of the Initial agreement or action

of the Board providing for such sale or other
disposition of assets

of the Holding Company or

The issuance or transfer of sufficient shares of stock or merger
reorganization or con8olidation which results in more than 50%
of the then outstanding shares of common stock of the Company
or ii securities having more than 50% of the combined voting

power of the then outstanding voting securities of the Company
entitled to vote generally in the election of directors being owned

by other than the Holding Company or persons who owned

securities having more that 65% of the combined voting power of

the outstanding voting securities of the Holding Company entitled

to vote generally in the election of directors of the Holding

Company prior to the transaction but expressly excluding Exempt
Transfers as set forth in subparagraph herein

XIII BANK CAPITAL

If after the retirement of Executive the
capital of the Bank should fall below the

minimum required by the Banks regulatory authority and/or the Bank fails to

make profit In any two successive years Executive may at his option

demand that the Bank pay him the balance of the benefits due him in lump sum
The balance due Executive shall be an amount of money equal to his accrued
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liability benefit account balance and shall be paid to him by the Bank within thirty

30 days of his demand

XIV ALIENABILITY

It is agreed that neither Executive nor hi8/her spouse nor any other assignee shall

have any right to commute sell assign transfer or otherwise convey the right to

receive any payments hereunder which payments and the right thereto are

expressly declared to be non-assignable and non-transferable and in the event of

any attempted assignment or transfer the Bank shall have no further
liability

hereunder

XV RESTRICTIONS ON FUNDING

The Bank shall have no obligation to set aside earmark or entrust any fund or

money with which to pay its obligations under this Agreement The Bank
reserves the absolute right at its sole discretion to either fund the obligations

undertaken by this Agreement or to refrain from funding the same and determine

the extent nature and method of such funding

XVJ GENERAL ASSETS OF THE BANK

The rights of the Executive under this Agreement and of any beneficiary of the

Executive shall be solely those of an unsecured creditor of the Bank If the Bank
shall acquire an insurance policy or any other asset in connection with the

liabilities assumed by it hereunder it is expressly understood and agreed that

neither xecutive nor any beneficiary of Executive shall have any right with

respect to or claim against such policy or other asset Such policy or asset shall

not be deemed to be held under any trust for the benefit of Executive or his

beneficiary or to be held in any way as collateral
security for the fulfilling of the

obligations of the Bank under this Agreement It shall be and remain general

not have greater claim to the insurance policy or other assets or any interest in

either of them than any other general creditor of the Bank

XVII REORGANIZATION

The Bank agrees that if the Bank merges or consolidates with any other company
or organization or permits its business activities to be taken over by any other

organization or ceases its business activities or terminates its existence The
Executive will be considered to be vested in one hundred pereent 100% of the

retirement benefit to be paid to the Executive pursuant to Paragraphs Vi
IX and XI
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XVHL AMENDMENT

This Agreement may be amended in whole or in part from time to time mutual

consent of the Executive and the Bank

XIX NOT CONTRACT 01 EMPLOYMENT

This Agreement shall not be deemed to constitute contract of employment
between the parties hereto nor shall any provision hereof restrict the right of the

Bank to discharge the Executiv or restrict the right of the Executive to terminate

his employment

XX HEADINGS

Headings and subheadings of this Agreement are inserted for reference and

convenience only and shall not be deemed part of this agreement

XXL APPLICABLE LAW

The validity and interpretation of this Agreement shall be governed by the laws of

the State of New York

XXII EFFECTIVE DATE

XXIIL CLAIMS PROCEDURE

In the event that benefits under this Agreement are not paid to the Executive or
his beneficiary in the case of the Executives death and such person feels entitled

to receive them claim shall be made in writing to the Plan Administrator within

ninety 90 days from the date payments are not made Such claim shall be

and the Bank lithe iTäimis diiIó full or

in part the Plan Administrator shall provide written notice within ninety 90
days setting forth the specific reasons for denial specific reference to the

provisions of this Agreement upon which the denial is based and any additional

material or information necessary to perfect the claim If any Also such written

notice shall indicate the steps to be taken if review of the denial is desired

If claim is denied and review is desired the Executive or his beneficiary in

the case of the Executives death shall notify the Plan Administrator in writing

within ninety 90 days of receiving notice of said denial claim shall be

deemed denied if the Plan Administrator does not take any action within the

aforesaid ninety 90 day period In requesting review the Executive or his

beneficiary may review this Agreement or any documents relating to It and submit

10
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any written issues and comments he or she may feel appropriate In its sole

discretion the Plan Administrator shall then review the claim and provide

written decision within ninety 90 days This decision likewise shall state the

specific provisions of the Agreement on which the decision is based

If claimants continue to dispute the benefit denial based upon completed

performance of this Agreement or the meaning and effect of the terms and

conditions thereof then claimants may submit the dispute to Board of

Arbitration for final arbitration Said Board shall con8iat of one member selected

by the claimant one member selected by the Bank and the third member selected

by the first two members The Board shall operate under any generally recognized

set of arbitration rules The parties hereto agree that they and their heirs personal

representatives 8UCCCS8O8 and assigns shall be bound by the decision of such

Board with
respect

to any controversy properly submitted to it for determination

Where dispute arises as to the Banks discharge of the Executive for cause
such dispute shall likewise be submitted to arbitration as above described and the

parties hereto agree to be bound by the decision thereunder

XXIV NAMED FIDUCIARY AND PLAN ADMINISTRATOR

For purposes of implementing thi8 claims procedure but not for any other

purpose The Lyons National Bank is hereby designated as the Named Fiduciary

and Plan Administrator of Plan Agreement As Named Fiduciary and Plan

Administrator The Lyons National Bank shall be responsible for the management

control and administration of the agreement as established herein The Named

Fiduciary may delegate to others certain aspects
of the management and operation

responsibilities of the Plan including the employment of advisors and the

delegation of ministerial duties to qualified individuals

IN WiTNESS WHEREOF the Bank has caused this Agreement to be signed in its

corporate name by its duly authorized officer and attested by its Secretary and Executive

hereunto set his hand and seal all on the day and year first above written

cfAJL LLW LthkLtL
cretary

QJLILn Lth4kIt

W7ness

THE LyONS NATIONAL BANK
Lyons Jlew York

11
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EXHIBIT 6.3

See Attached
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LIFE INSURANCE

ENDORSEMENT METHOD SPLIT DOLLAR PLAN

AGREEMENT

Insurer Union Central Life Insurance Company

Policy Number U200001372

Bank The Lyons National Bank

Insured Robert Schick President

Relationship of Insured to Bank Executive

Trust Rabbi Trust for the Executive Salary Continuation

Agreement Director Pee Continuation Agreement
and The Endorsement Method Split Dollar Plan

Agreement

The respective rights and duties of the Bank and the Insured in the above-referenced

policy shall be pursuant to the terms set forth below

DEFINITIONS

Refer to the policy contract for the definition of any terms in this Agreement that

are not defined herein if definition of term in the policy is inconsistent with

the definition of term in this Agreement then the definition of the term as set

forth in this Agreement shall supersede and replace the definition of the terms as

set forth in the policy

II POLICY TITLE AND OWNERSHIP

Title and ownership shall reside in the Trustee for the Rabbi Trust for the

Executive Salary Continuation Agreement Director Fee Continuation Agreement
and the Endorsement Method Split Dollar Plan Agreement for its use and for the

use of the Insured all in accordance with this Agreement The Trustee at the

direction of the Bank may to the extent of its interest exercise the right to boirow

or withdraw on the policy cash values Where the Trustee at the direction of the

471685.pdf
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Bank and the Insured or assignee with the consent of the Insured mutually agree

to exercise the right to increase the coverage under the subject Split Dollar policy

then in such event the rights duties and benefits of the parties to such increased

coverage shall continue to be subject to the terms of this Agreement

III BENEFICIARY DESIGNATION RIGHTS

The Insured or assignee shall have the right and power to designate beneficiary

or beneficiaries to receive the Insureds share of the proceeds payable upon the

death of the Insured and to elect and change payment option for such

beneficiary subject to any right or interest the Trustee at the direction of the Bank

or the Trust may have in such proceeds as provided in this Agreement

IV PREMIUM PAYMENT METHOD

The Bank or the Trustee at the direction of the Bank shall pay an amount equal to

the planned premiwns and any other premium payments that might become

necessary to keep the policy in force

TAXABLE BENEFIT

Annually the Insured will receive taxable benefit equal to the assumed cost of

insurance as required by the Internal Revenue Service The Bank or the Trustee at

the direction of the Bank will
report to the Insured the amount of imputed income

each year on Form W-2 or its equivalent

VI DIVISION OF DEATH PROCEEDS

Subject to Paragraphs VU and IX herein the division of the death proceeds of the

policy is as follows

Should the Insured be employed by the Bank at the timeof death the

Insureds benoficiaryies designated in accordance with Paragraph fT1

shall be entitled to an amount equal to three times 3xs the Insureds total

compensation including salary bonus and deferred compensation at the

time of death or Seven Hundred and Fifty Thousand Dollars $750000
whichever is greater

Should the Insured be retired from the Bank involuntarily terminated

without cause from the Bank or terminated from the Bank due to

disability at the time of death the Insureds beneficiaryies designated in

accordance with Paragraph ifi shall be entitled to an amount equal to three

times 3xs the Insureds total compensation including salary bonus and

deferred compensation at the time of said termination or Seven Hundred

and Fifty Thousand Dollars $750000 whichever is
greater

-t
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Should the insured not be employed by the Bank for reasons other than

retirement involuntary termination or disability at the time of his or her

death no death benefits are payable

The Bank shall be entitled to the remainder of such proceeds

The Bank and the Insured or assignees shall share in any interest due on

the death proceeds on pro rata basis as the proceeds due each

respectively bears to the total proceeds excluding any such interest

VII DIVISION OF THE CASH SURRENDER VALU OF THE POLICY

The Bank or the Trust shall at all times be entitled to an amount equal to the

policys cash value as that term is defined in the policy contract less any policy

loans and unpaid interest or cash withdrawals previously incurred by the Bank or

the Trustee at the direction of the Bank and any applicable surrender charges

Such cash value shall be determined as of the date of surrender or death as the

case may be

VIII RIGHTS OF PARTIES WHERE POLICY ENDOWMENT OR ANNUITY
ELECTION EXISTS

In the event the policy involves an endowment or annuity element the Banks or

the Trust right and interest in any endowment proceeds or annuity benefits on

expiration of the deferment period shall be determined under the provisions of

this Agreement by regarding such endowment proceeds or the commuted value of

such annuity benefits as the policys cash value Such endowment proceeds or

annuity benefits shall be considered to be like death proceeds for the purposes of

division under this Agreement

IX TERMINATION OF AGREEMENT

This Agreement shall terminate upon the occurrence of any one of the following

Should the Executive be discharged for cause at any time all benefits

under this Agreement shall be forfeited The term for cause shall mean

gross negligence or gross neglect or willful violation of any law that

results in any adverse effect on the Bank If dispute arises as to

discharge for cause such dispute shall be resolved by arbitration as set

forth in this Agreement or

Voluntary termination of employment by the Executive
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Upon such termination the Insured or assignee shall have fifteen 15 day

option to receive from the Bank or the Trustee at the direction of the Bank an

absolute assignment of the policy in consideration of cash payment to the Bank

or the Trustee at the direction of the Bank whereupon this Agreement shall

terminate Such cash payment referred to hereinabove shall be the greater of

The Banks or the Trust share of the cash value of the policy on the date

of such assignment as defined in this Agreement or

The amount of the premiums which have been paid by the Bank or the

Trustee at the direction of the Bank prior to the date of such assignment

if within said fifteen 15 day period the Insured fails to exercise said option

fails to procure the entire aforestated cash payment or dies then the option shall

terminate and the Insured or assignee agrees that all of the Insureds lights

interest and claims in the policy shall terminate as of the date of the termination of

this Agreement

The Insured expressly agrees that this Agreement shall constitute sufficient

written -notice to the -Insured of the insureds option to receive an abaolute

assignment of the
policy as set forth herein

Except as provided above this Agreement shall terminate upon distribution of the

death benefit proceeds in accordance with Paragraph VI above

INSUREDS OR ASSIGNEES ASSIGNMENT RXGRTS

The Insured may not without the written consent of the Bank assign to any

individual trust or other organization any right title or interest in the subject

policy nor any rights options privileges or duties created under this Agreement

XL AGREEMENT BINDING UPON THE PARTIES

This Agreement shall bind the Insured and the Bank or the Trustee at the direction

of the Bank their heirs successors personal representatives and assigns

XII ERISA PROVISIONS

The following provisions are part of this Agreement and are intended to meet the

requirements of the Employee Retirement Income Security Act of 1974

ERISA
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Named Fiduciaryand Plan Administrator

The Named Fiduciary and Plan Administrator of this Endorsement

Method Split Dollar Agreement shall be The Lyons National Bank until its

resignation or removal by the Board of Directors As Named Fidiaciary

and Plan Administrator the Bank or the Trustee at the directkon of the

Bank shall be responsible for the management control and administration

of this Split Dollar Plan as established herein The Named Fiduciary may
delegate to others certain aspects of the management and operation

responsibilities of the Plan including the employment of advisors and the

delegation of any ministerial duties to qualified individuals

rgILng Pplicy

The funding policy for this Split Dollar Plan shall be to maintain the

subject policy in force by paying when due all premiums required

Basis of Payment of Benefits

Direct payment by the Insurer is the basis of paymentof benefits under this

Agreement with those benefits in turn being based on the payment of

premiumsas provided in this Agreement

Claim Procedures

Claim forms or claim information as to the subject policy can be obtained

by contacting Benmark Inc 800-544-6079 When the Named
Fiduciary

has claim which may be covered under the provisions described in the

insurance policy they should contact the office named above and they

will either complete claim form and forward it to an authorized

repreàentati ye of the Insurer or advise the named Fiduciary what further

requirements are necessary The Insurer will evaluate and make decrsion

as to payment If the claim is payable benefit check will be issued in

accordance with the terms of this Agreement

In the event that claim is not eligible under the policy the Insurer will

notify the Named Fiduciary of the denial pursuant to the requirements

under the terms of the policy If the Named Fiduciary is dissatisfied with

the denial of the claim and wishes to contest such claim denial they

should contact the office named above and they will assist in making an

inquiry to the Insurer All objections to the Insurers actions should be in

writing and submitted to the office named above for transmittal to the

Insurer
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XIII GENDER

Whenever in this Agreement words are used in the masculine or neuter gender

they shall be read and construed as in the masculine feminine or neuter gender

whenever they should so apply

XIV INSURANCE COMPANY NOT PARTY TO THiS AGREEMENT

The Insurer shall not be deemed party to this Agreement but will respect the

rights of the parties as herein developed upon receiving an executed copy of this

Agreement Payment or other performance in accordance with the policy

provisions shall fully discharge the Insurer from any and all liability

XV CHANGE OF CONTROL

After Change of Control as set forth herein if the Executive subsequently

suffers Termination of Employment yoluntary or involuntary except for cause

then the Executives beneficiaryies shall be entitled to receive the benefits in

Paragraph VI as if the Executive had been employed by the Bank at the time

of death

For purposes of this Agreement Change of Control shall mean

The acquisition by any one or more individuals entities or groups

within the meaning of Section 13d3 or 14d2 of the

Securities Exchange Act of 1934 as amended the Exchange

Act Person of beneficial ownership within the meaning of

Rule 13d-3 promulgated under the Exchange Act of 35% or more

of either the then outstanding shares of common stock of the

Holding Company the then outstanding shares of common stock

of the Holding Company the Outstanding Holding Company

Common Stock or ii the combined voting power of the then

outstanding voting securities of the Holding Company entitled to

vote generally in the election of directors the Outstanding

Holding Company Voting Securities

Itrespective of the foregoing however any transfer made as the

result of the death of shareholder whereby said shares pass to

beneficiary as designated under the shareholders duly probated

Last Will and Testament or as .a result of intestacy should the

deceased shareholder not have duly probated Last Will and

Testament or by joint tenancy should the shares be owned by the

decea8ed shareholder jointly with spouse or deceased

shareholders issue shall not be deemed to be transfer for

purposes of determining change of control as set forth in this

section In addition any transfer made by shareholder which has
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been consented to by the Executive within thirty 30 days of said

transfer or which occurred more than three
years previously

shall be excluded from any computation of Change of Control

under the provisions of this section Any such transfer by death or

approved transfer by Executive is hereinafter referred to as an

Exempt Transfer or

Individuals who as of the date hereof constitute the Board the

Incumbent Board cease for any reason to constitute at least

majority of the Board provided however that any individual

becoming director subsequent to the date hereof whose ejection

or nomination for election by the Holding Companys

shareholders was approved by vote of at least majority of the

directors Then compnsing the Incumbent Board shall be considered

as though such individual were member of the Incumbent Board
but excluding for this purpose any such individual whose initial

assumption of office occurs as result of either an actual or

threatened election cOntest as such terms as used in Rule 14a-l1

of Regulation 14A promulgated under the Exchange Act or other

actual or threatened solicitation of proxies or consents by or on

behalf of person other than the Board or

Approval by the shareholders of the Holding Company of

reorganization merger -or consolidation in each case unless

fOllowing such reorganization merger or consolidation more

than 65% of respectively the then
outstanding shares of common

stock of the corporation resulting from such reorganization merger

or consolidation and the combined voting power of the then

outstanding voting securities of such corporation entitled to vote

generally in the election of directors is then beneficially owned

directly or indirectly by all or substantially all of the individuals

and entities who were the beneficial owners respectively of the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities immediately

prior to such reorganization merger or consolidation in

substantially the same proportions as their ownership immediately

prior to such reorganization merger or consolidation of the

Outstanding Holding Company Common Stock and Outstanding

Holding Company Voting Securities as the case may be excepting

the exempt transfers noted in above ii no Person excluding

the Holding Company any employee benefit plan or related trust

of the Holding Company or such corporation resulting from such

reorganization merger or consolidation and any Person

beneficially owning immediately prior to such reorganization

merger or consolidation directly or indirectly 35% or more of the

Outstanding Holding Company Common Stock or Outstanding

Holding Company Voting Securities as the case may be

-i
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benefioially owns directly or indirectly 35% or more of

respectively of the then outstanding shares of common stock of the

corporation resulting from such reorganization merger or

consolidation or the combined voting power of the then

outstanding voting securities of such corporation and iii at least

majority of the members of the board of directors of the

corporation resulting from such reorganization merger or

consolidation were members of the Incumbent Board at the time of

the execution of the initial agreement providing for such

reorganization merger or consolidations or

Approval the shareholders of the Holding Company of

complete liquidation or dissolution of the Hoiding Company or ii
the sale or other disposition of all or substantially all of the assets

of the Holding Company other than to corporation with
respect

to which following such sale or other disposition more than

65% of respectively the then
outstanding shares of comnon stoôk

of such corporation and the combined voting power of the then

outstanding voting securities of such corporation entitled to vote

generally in the election of directors in then
beneficially owned

directly or indirectly by all or substantially all of the individuals

and entities who were the beneficial owner8 respectively of the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities immediately

prior to such sale or other disposition in
substantially the same

proportion as their ownership immediately prior to such sale or

other disposition of the Outstanding Holding Company Common
Stock and the Outstandmg Holding Company Voting Securities as

the case may be no Person excluding the Holding Company
and any employee benefit plan or related trust of the Holding

Company or such corporation and any Person beneficially owning

immediately prior to such sale or other disposition directly or

indirectly 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting

Securities as the case may be beneficially owns directly or

indirectly 35% or more of respectively of the then outstanding

voting shares of common stock of such
corporation and the

combined voting power of the then outstanding voting securities of

such corporation entitled to vote generally in the election of

directors and at least majority of the members of the board of

directors of such corporation were members of the Incumbent

Board at the time of the execution of the initial agreement or action

of the Board providing for such sale or other disposition of assets

of the Holding Company or

The issuance or transfer of sufficient shares of stock or merger

reorganization or consolidation which results in more than 50%

-1
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of the then outstan4ing shares of common stock of the Conpany

or ii sequrities having more than 50% of the combined loting

power of the then outstanding voting securities of the Company

entitled to vote generally in the election of directors being orwned

by other than the Holding Company or persons who owned

securities having more that 65% of the combined voting power of

the outstanding voting securities of the Holding Company eititled

to vote generally in the election of directors of the Hoilding

Company prior to the transaction but expressly excluding Exjempt

Transfers as set forth in subparagraph herein

XVI AMENDMENT OR REVOCATION

It is agreed by and between the parties hereto that during the lifetime the

Insured this Agreement may be amended or revoked at any time or tims in

whole or in part by the mutual written consent of the Insured and the Bank

XVII EFFECTIVE DATE

The Effective Date of this Agreement shall be September 12 2001

XVIII SEVERB1LITY AND INTERPRETATION

If provision of this Agreement is held to be invalid or unenforceable the

remaining provisions shall nonetheless be enforceable according to their telms

Further in the event that any provision is held to be over broad as written Buch

provision
shall be deemed amended to narrow its application to the extent

necessary to make the provision enforceable according to Jaw and enforced as

amended

XIX APPLICABLE LAW

The validity and interpretation of this Agreement shall be governed by the laws of

the State of New York
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Executed at Lyons New York this 26 day of September 2001

THE LYONS NATIONAL BAIjK

Lyons New York

By
Title

bertchick

Y4i4W/9
6itness

.-.

Qk
ness 41/

10
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SCHEDULE TO EXHIBIT 6.3 FORM OF
SEPTEMBER 262001 LIFE INSURANCE ENDORSEMENT METHOD SPLIT

DOLLAR PLAN AGREEMENT BY AND AMONG THE LYONS NATIONAL BANK
AND CERTAIN EXECUTIVES

The Life Insurance Endorsement Method Split Dollar Plan Agreement attached as

Exhibit 6.3 is substantially identical in all material respects to the Life Insurance Endorsement

Method Split Dollar Plan Agreement entered into by the Lyons National Bank and the following

additional executive officer effective as of September 26 2001 except as follows

Name and Title Policy Numbers Division of Death Benefit

Clair Britt Jr 0660014919 Minimum of $500000

Executive Vice President V20000 1297

147 7830
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EXHIBIT 6.4

See Attached
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DIRECTOR FEE CONTINUATION AGREEMENT

THIS AOREEVIENT made and entered into this 26th day of September 2001 byand between The Lyons National Bank Bank organized and
existing under the laws ofthe United States hereinafter referred to as the Bank and David Breen Jrmember of the Board of Directors of the Bank hereinafter referred to as the Director

WITNESSETH

WHEREAS it is the consensus of the Board of Directors hereinafter referred to
as the Board that the Directors services to the Bank in the past have been of
exceptional merit and have Constituted an invaluable contribution to the general welfareof the Bank and in bringing it to its

present status of operating efficiency and its
presentposition in its field of

activity

WHEREAS the Directors experience knowledge of the affairs of the Bankreputation and contacts in the industry are so valuable that assurance of the Directorscontinued services is essential for the future growth and profits of the Bank and it is in thebest Interests of the Bank to arrange terms of continued employment for the Director so asto reasonably assure the Directors remaining in the Banks employment during theDirectors lifetime or unti the age of retirement

WHEREAS it is the desire of the Bank that the Directors services be retained asherein provided

WHEREAS the Director is
willing to continue in the service of the Bank

provided the Bank
agrees to pay the Directors or the Directors beneficiaryies certain

benefits in accordance with the terms and Conditions hereinafter set forth

ACCORDINGLY it is the desire of the Bank and the Director to enter into this
agreement under which the Bank will agree to make certain payments to the Direôtor at
retirement or the Directors beneficiaryies in the event of the Directors death pursuantto this Agreement

FURTHERMORE it is the intent of the parties hereto that this Director Plan be
considered an unfunded arrangement maintained primarily to provide supplemental
retirement benefits for the Director and to be considered

non-qualified benefit plan for
purposes of the Employee Retirement

Security Act of 1974 as amended ERISA The
Director is

fully advised of the Banks financial status and has had substantial input in the
design and operation of this benefit plan and

NOW THEREFORE in consideration of services performed in the past and to be
performed in the future as well as of the mutual promises and covenants herein contained
it is agreed as follows
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SERVICE

The Director will continue to serve the Bank in such capacity and with such duties

and responsibilities as may be assigned and with such compensation as may be

determined from time to time by the Board of Directors of the Bank

IL FRINGE BENEFITS

The fee continuation benefits provided by this Agreement are granted by the Bank
as fringe benefit to the Director and are not part of any fee reduction

plan or an

arrangement deferring bonus or fee increase The Director has no option to

take any current payment or bonus in lieu of these fee continuation benefits except
as set forth hereinafter

RI ELIGIBILITY

Director must be elected to Board Upon the election to the Board of Directors
the Director begins eligible service

IV RETIREMENT DATE NORMAL RETIREMENT AGE AND EARLY
RETIREMENT

Retirement Date

If the Director continuously serves the Bank the Director shall retire from

active service with the Bank on the December 31st nearest the Directors

seventieth 70th birthday unless by action of the Board of Directors this

period of active service shall be shortened or extended

Normal Retirement Age

Normal Rtiremcnt Age shall mean the date on which the Director attains

age seventy 70

Early Retirement

The Director may retire early provided the Director has attained age sixty

60 has completed ten 10 full years of service on the Board of the Bank
from the date of first service and has completed five full years of

service on the Board of the Bank from the Effective Date of this

Agreement unless waived by the Board of the Bank Upon early

retirement the Director shall receive the benefits set forth in Paragraph

commencing as set forth in Paragraph and if the Director chooses

Option in Paragraph the benefit shall be based upon the Directors

average final three years fees at the early retirement and the vesting

schedule set forth in Paragraph Vifi
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RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Upon eligibility to participate in the Plan the Director will choose either

optionA orB

Upon said retirement the Bank commencing with the first day of the

month following the date of such retirement shall pay the Director an

annual benefit equal to seventy-five percent 75% of average final three

years fees Said amount shall be paid for period of five years

provided that if less than five such annual payments have been made

prior to the death of the Director the Bank shall either at the discretion of

the Bank continue such annual payments to the individual or individuals

the Director may have designated in writing and filed with the Bank until

the full number of five payments have been made or make the total

amount of said payments due in lump sum reduced to
present value as

set forth in Subparagraph Xffl to said beneficiaryies In the absence

of any effective designation of beneficiary any such amounts becoming
due and payable upon the death of the Director shall be payable to the duly

qualified executor or administrator of the Directors estate Said payments

due hereunder shall begin the first day of the second month following the

decease of the Director Provided however in the event of suicide no

death benefit shall be payable hereunder if the Director dies-on or before

the 12h day of September 2003

OR

May choose to take if insurable Nursing Home and Professional Home

Care policy providing $200 per day five percent 5% inflation rider six

year benefit and 90 day elimination period or similar policy of this

type

VI DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Director should die while actively serving the Bank at any time

after the date of this Agreement but prior to the Director attaining the age of

seventy 70 years and the Director chooses option above the Bank will pay an

annual benefit equal to seventy-five percent 75% of average final three years

fees for period of five years to said beneficiaryies If the Director chooses

option under Paragraph hereinabove the nursing home and professional home

care policy shall cease In the absence of any effective designation of beneficiary

any such amounts becoming due and payable upon the death of the Director shall

be payable to the duly qualified executor or administrator of the Directors estate

Said payments due hereunder shall begin the first day of the second month

following the decease of the Director Provided however in the event of suicide

no death benefit shall be payable hereunder if the Director dies on or before the

121h day of September 2003
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VII BENEFIT ACCOUNTING

The Bank shall account for this benefit using the
regulatory accounting principles

of the Banks primary federal regulator The Bank shall establish an accrued

liability retirement account for the Director into which
appropriate reserves shall

be accrued

VIII VESTING

The Director shall be vested in the benefits provided in this Agreement as follows
that corresponds to the number of full years the Director has served the Bank from
the date of first service on the Board of the Bank

Vesting
Years of Service maximum of 100%

09 0%
lOormore 100%

IX OTHER TERMINATION OF SERVICE

Subject to Subparagraph IX herein in the event that the service of the Director
shall terminate prior to retirement from active service as provided in Paragraph
IV by the Directors voluntary or involuntary action other than for cause then

this Agreement shall terminate upon the date of such termination of service and
the Bank shall pay to the Director if Option were selected in Paragraph an
amount of money equal to the accrued balance of Directors liability reserve

account multiplied by Directors cumulative vested percentage as set forth in

Paragraph VIII hereinabove said payments to begin at the sole discretion of the

Bank thirty 30 days following the date of the termination of service or at the

Directors Retirement Date Paragraph IV This severance compensation shall be

paid in ten 10 equal annual installments with interest equal to the average
Federal Funds rate for the prior twelve 12 months as reported in the Federal
Reserve Bulletin H-25 or such replacement document as of the date of

termination If however the Director chooses Option in Paragraph then the

nursing home and professional home care policy shall continue to exist only if the

director has served ten 10 or more full years on the Board of Directors from the

date of first service Otherwise said nursing home and professional home care

policy premiums shall no longer be the
responsibility of the Bank

Subject to Subparagraph IX herein in the event that the service of the Director
shall terminate

prior to retirement from active employment as provided in

Paragraph III by the Directors discharge for cause then this Agreement shall

terminate upon the date of such tennination of service and all benefits shall be

forfeited
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Discharge for Cause Should the Director be discharged for cause

at any time all benefits under this Agreement shall be forfeited

The term for cause shall mean gross negligence or gross neglect

or willful violation of any law that results in any adverse effect on

the Bank If dispute arises as to discharge for cause such

dispute shall be resolved by arbitration as set forth in this

Agreement

In the event the Directors death should occur after such termination but prior to

the Director receiving the amounts due hereunder the Bank shall either at the

discretion of the Bank continue such annual payments to the individual or

individuals the Director may have designated in writing and filed with the Bank
until the full number of ten 10 payments have been made or make the total

amount -of said payments due in lump sum reduced to present value as set forth

in Subparagraph XIII to said beneficiaryies In the absence of any effective

designation of beneficiary any such amounts becoming due and payable upon the

death of the Director shall be payable to the duly qualified executor or

administrator of the Directors estate Said payments due hereunder shall begin
the first day of the second month following the decease of the Director Provided

however in the event of suicide no death benefit shall be payable hereunder if the

Director dies on or before the 12th day of September 2003

DE1ERRAL BENEFITS

Deferral Election

Any Director wishing to defer any portion or all of the Directors fees may
elect to defer up to one hundred percent 100% of said fees The Director

will make the election to defer by filing with the Bank written statement

setting forth the amount of the deferrals This statement must be filed

prior to having earned the deferred income

Deferred Compensation Account

The Bank shall establish Deferred Compensation Account in the name of

the Director and credit that account with the deferrals The Bank shall also

credit interest to the Deferred Compensation Account balance on

December 31st of each year The interest rate credited shall be the Banks

highest certificate of deposit rate for each Plan Year Xffl

Retirement Termination of Service or Death

Upon the Directors Retirement Date or Termination of Service from the

Board the balance of the Directors Deferred Compensation Account shall

be payable in five annual installments payable to the Director

beginning January of the year after termination Should the Director
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die while there is balance in the Directors Deferred Compensation

Account such balance shall be paid in lump sum to such individual or

individuals as the Director may have designated in writing and filed with

the Bank in the absence of any cffective designation of beneficiary any
such amounts shall be payable to the duly qualified executor or

administrator of the Directors estate Said payment due hereunder shall

be on the first day of the second month following the decease of the

Director

XL CHANGE OF CONTROL

In the event there is change in control as described in Subparagraph Xl herein

below and if the Directors service shall terminate or the Directors fee or

position shall decrease subsequent to said conversion and change of control then

the Director shall immediately receive the value of the Directors accrued
liability

account The Director shall be one hundred percent 100% vested in said

benefits and said benefits shall begin without regard to the Directors Retirement

Date Paragraph IV

For purposes of this Agreement Change of Control shall mean

The acquisition by any one or more individuals entities or groups

within the meaning of Section 13d3 or 14d2 of the

Securities Exchange Act of 1934 as amended the Exchange
Act Person of beneficial ownership within the meaning of

Rule 13d-3 promulgated under the Exchange Act of 35% or more
of either the then outstanding shares of common stock of the

Holding Company the then outstanding shares of common stock

of the Holding Company the Outstanding Holding Company
Common Stock or ii the combined voting power of the then

outstanding voting securities of the Holding Company entitled to

vote generally in the election of directors the Outstanding

Holding Company Voting Securities

Irrespective of the foregoing however any transfer made as the

result of the death of shareholder whereby said shares pass to

beneficiary as designated under the shareholders duly probated

Last Will and Testament or as result of intestacy should the

deceased shareholder not have duly probated Last Will and

Testament or by joint tenancy should the shares .be owned by the

deceased shareholder jointly with spouse or deceased

shareholders issue shall not be deemed to be transfer for

purposes of determining change of control as set forth in this

section In addition any transfer made by shareholder which has

been consented to by the Executive within thirty 30 days of said

transfer or which occuired more than three
years previously

shall be excluded from any computation of Change of Control

under the provisions of this section Any such transfer by death or
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approved transfer by Executive is hereinafter referred to as an

Exempt Transfer or

Individuals who as of the date hereof constitute the Board the

Incumbent Board cease for any reason to constitute at least

majority of the Board provided however that any individual

becoming director subsequent the date hereof whose election

or nomination for election by the Holding Companys
shareholders was approved by vote of at least majority of the

directors then comprising the Incumbent Board shall be considered

as though such individual were member of the Incumbent Board
but excluding for this purpose any such individual whose initial

assumption of office occurs as result of either an actual or

threatened election contest as such terms as used in Rule 14a-1

of Regulation 14A promulgated under the Exchange Act or other

actual or threatened solicitation of proxies or consents by or on

behalf of person other than the Board or

Approval by the shareholders of the Holding Company of

reorganization merger or consolidation in each case unless

fOllowing such reorganization merger or consolidation more
than 65% of respectively the then outstanding shares of common
stock of the corporation resulting from such reorganization merger
or consolidation and the combined voting power of the then

outstanding voting securities of such corporation entitled to vote

generally in the election of directors is then beneficially owned
direŒtly or indirectly by all or substantially all of the individuals

and entities who were the beneficial owners respectively of the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities immediately

prior to such reorganization merger or consolidation in

substantially the same proportions as their ownership immediately

prior to such reorganization merger or consolidation of the

Outstanding Holding Company Common Stock and Outstanding

Holding Company Voting Securities as the case may be excepting
the exempt transfers noted in above ii no Person excluding
the Holding Company any employee benefit plan or related trust

of the Holding Company or such corporation resulting from such

reorganization merger or consolidation and any Person

beneficially owning immediately prior to such reorganization

merger or consolidation directly or indirectly 35% or more of the

Outstanding Holding Company Common Stock or Outstanding

Holding Company Voting Securities as the case may be
beneficially owns directly or indirectly 35% or more of

respectively of the then outstanding shares of common stock of the

corporation resulting from such reorganization merger or

consolidation or the combined voting power of the then

outstanding voting securities of such corporation and iii at least

majority of the members of the board of directors of the

III 122



corporation resulting from such reorganization merger or

consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such

reorganization merger or consolidations or

Approval by the shareholders of the Holding Company of

complete liquidation or dissolution of the Holding Company or ii
the sale or other

disposition of all or substantially all of the assets

of the Holding Company other than to corporation with
respect

to which folowing such sale or other disposition more than

65% of respectively the then outstanding shares of common stock

of such corporation and the combined voting power of the then

outstanding voting securities of such corporation entitled to vote

generally in the election df directors in then
beneficially owned

directly or indirectly by all or substantially all of the individuals

and entities who were the beneficial owners respectively of the

Outstanding Holding Company Common Stock and the

Outstanding Holding Company Voting Securities immediately
prior to such sale or other disposition in

substantially the same
proportion as their ownership immediately prior to such sale or

other disposition of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securities as
the case may be no Person excluding the Holding Company
and any employee benefit plan or related trust of the Holding

Company or such corporation and any Person
beneficially owning

immediately prior to such sale or other disposition directly or

indirectly 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting
Securities as the case may be beneficially owns directly or

indirectly 35% or more of respectively of the then outstanding
voting shares of common stock of such corporation and the

combined voting power of the then outstanding voting securities of

such corporation entitled to vote generally in the election of

directors and at least majority of the members of the board of

directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action

of the Board providing for such sale or other disposition of assets

of the Holding Company or

The issuance or transfer of sufficient shares of stock or merger
reorganization or consolidation which results in more than 50%
of the then outstanding shares of common stock of the Company
or ii securities having more than 50% of the combined

voting

power of the then outstanding voting securities of the Company
entitled to vote generally in the election of directors being owned
by other than the Holding Company or persons who owned
securities having more that 65% of the combined voting power of
the outstanding voting securities of the Holding Company entitled

to vote generally in the election of directors of the Holding
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Company prior to the transaction but expressly excluding Exempt
Transfers as set forth in subparagraph herein

XII RESTRICT1ONS ON FUNDING

The Bank shall have no obligation to set aside earmark or entrust any fund or

money with which to pay its obligations under this Director Plan The Directors

their beneficiaryies or any successor in interest shall be and remain simply

general creditor of the Bank in the same manner as any other creditor having

general claim for matured and unpaid compensation

The Bank reserves the absolute right at its sole discretion to either fund the

obligations undertaken by this Director Plan or to refrain from funding the same
and to determine the extent nature and method of such funding Should the Bank
elect to fund this Director Plan in whole or in part through the purchase of life

insurance mutual funds disability policies or annuities the Bank reserves the

absolute right in its sole discretion to terminate such funding at any time in

whole or in part At no time shall any Director be deemed to have any lien nor

right title or interest in or to any specific funding investment or to any assets of

the Bank

If the Bank elects to invest in life insurance disability or annuity policy upon the

life of the Director then the Director shall assist the Bank by freely submitting to

physical exam and supplying such additional information necessary to obtain

such insurance or annuities

XIIL MiSCELLANEOUS

Alienability and Assignment Prohibition

Neither the Director nor the Directors surviving spouse nor any other

beneficiaryies under this Director Plan shall have any power or right to

transfer assign anticipate hypothecate mortgage commute modify or

otherwise encumber in advance any of the benefits payable hereunder nor

shall any of said benefits be subject to seizure for the payment of any

debts judgments alimony or separate maintenance owed by the Director

or the Directors beneficiaryies norbe transferable by operation of law

in the event of bankruptcy insolvency or otherwise In the event the

Director or any beneficiary attempts assignment commutation

hypothecation transfer or disposal of the benefits -hereunder the Banks
liabilities shall forthwith cease and terminate

Binding Obligation of the Bank and any Successor in Interest

The Bank shall not merge or consolidate into or with another bank or sell

substantially all of its assets to another bank finn or person until such
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bank firm or person expressly agrees in writing to assume and discharge
the duties and obligations of the Bank under this Director Plan This

Director Plan shall be binding upon the parties hereto their successors

beneficiaries heirs and personal representatives

Amendment or Revocation

It is agreed by and between the parties hereto that during the lifetime of

the Director this Director Plan may be amended or revoked at any time or

times in whole or in part by the mutual written consent of the Director

and the Bank

Gender

Whenever in this Director Plan words are used in the masculine or neuter

gender they shall be read and construed as in the masculine feminine or

neuter gender whenever they should so apply

Effect on Other Bank Benefit Plans

Nothing contained in this Director Plan shal1 affect the right of the

Director to participate in or be covered by any qualified or non-qualified

pension profit-sharing group bonus or other supplemental compensation
or fringe benefit plan constituting part of the Banks existing or future

compensation structure

Headings

Headings and subheadings in this Director Plan are inserted for reference

and convenience only and shall not be deemed part of this Director Plan

Applicable Law

The validity and interpretation of this Agreement shall be governed by the

laws of the State of New York

12 U.S.C 1828k

Any payments made to the Director pursuant to this Director Plan or

otherwise are subject to and conditioned upon their compliance with 12

U.S.C 828k or any regulations promulgated thereunder

10
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Partial Invalidity

If any term provision covenant or condition of this Director Plan is

determined by an arbitrator or court as the case may be to be invalid

void or unenforceable such determination shall not render any other term
provision covenant or condition invalid void or unenforceable and the

Director Plan shall remain in full force and effect notwithstanding such

partial invalidity

Continuation as Director

Neither this Agreement nor the payments of any benefits thereunder shall

be construed as giving to the Director any right to be retained as member
of the Board of Directors of the Bank

Present Value

All present value calculations under this Agreement shall be based on the

following discount rate

Discount Rate The discount rate as used in the calculations for the

Director plan

Effective Date

The Effective Date of the Plan shall be September 12 2001

Plan Year

Any reference to the Plan Year shall mean calendar year from January
1st to December 31st In the year of implementation the term the Plan
Year shall mean the period from the Effective Date to December 31St of

the year of the Effective Date

XIV ERISA PROVISION

Named Fiduciary and Plan Administrator

The Named Fiduciary and Plan Administrator of this Director Plan shall

be The Lyons NationalBank until its resignation or removal by the Board
As Named Fiduciary and Plan Administrator the Bank shall be

responsible for the management control and administration of the Director

Plan The Named Fiduciary may delegate to others certain aspects of the

management and operation responsibilities of the Director Plan including
the employment of advisors and the delegation of ministerial duties to

qualified individuals

11
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Claims Procedure and Arbitration

In the event dispute arises over benefits under this Director Plan and
benefits are not paid to the Director or to the Directors beneficiaryies in

the case of the Directors death and such claimants feel they are entitled

to receive such benefits then written claim must be made to the Named
Fiduciary and Plan Administrator named above within sixty 60 days
from the date payments are refused The Named Fiduciary and Plan
Administrator shall review the written claim and if the claim is denied in

whole or in part they shall provide in writing within sixty 60 days of

receipt of such claim its specific reasons for such denial reference to the

provisions of this Director Plan upon which the denial is based and any
additional material or information necessary to perfect the claim Such
written notice shall further indicate the additional

steps to be taken by
claimants if further review of the claim denial is desired claim shall

be deemed denied if the Named Fiduciary and Plan Administrator fail to

take any action within the aforesaid sixty-day period

If claimants desire second review they shall notify the Named Fiduciary
and Plan Administrator in writing within sixty 60 days of the first claim
denial Claimants may review this DLrector Plan or any documents

relating thereto and submit any written issues and comments it may feel

appropriate In their sole discretion the Named Fiduciary and Plan

Administrator shall then review the second claim and provide written

decision within sixty 60 days of receipt of such claim This decision
shall likewise state the specific reasons for the decision and shall include
reference to specific provisions of the Plan Agreement upon which the

decision is based

If claimants continue to dispute the benefit denial based upon completed
performance of this Director Plan or the meaning and effect of the terms
and conditions thereof then claimants may submit th dispute to an
Arbitrator for final arbitration The Arbitrator shall be selected by mutual

agreement of the Bank and the claimants The Arbitrator shall operate
under any generally recognized set of arbitration rules The parties hereto

agree that they and their heirs personal representatives successors and

assigns shall be bound by the decision of such Arbitrator with
respect to

any controversy properly submitted to it for determination

Where dispute arises as to the Banks discharge of the Director for

cause such dispute shall likewise be submitted to arbitration as above
described and the parties hereto agree to be bound by the decision

thereunder

12
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XV TERMINATION OR MODIFICATION OF AGREEMENT BY REASON
OF CHANGES IN THE LAW RULES OR REGULATIONS

The Bank is entering into this Agreement upon the assumption that certain

existing tax aws rules and regulations will continue in effect in their current

form If any said assumptions should change and said change has detrimental

effect on this Director Plan then the Bank reserves the right to terminate or

modify this Agreement accordingly Upon Change of Control Paragraph XI
this paragraph shall become null and void effective immediately upon said

Change of Control

IN WITNESS WHEREOF the parties hereto acknowledge that each has

carefuly read this Agreement and executed the original thereof on the first day set forth

herein above and that upon execution each has received conforming copy

THE LYONS NATIONAL BANK
Lyons New York

JLL 7b4i1J
ByciI//

fitness David Breen Jr

13
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SCHEDULE TO EXHIBIT 6.4 FORM OF

SEPTEMBER 26 2001 DIRECTOR FEE CONTINUATION AGREEMENTS
BY AND AMONG THE LYONS NATIONAL BANK AND THE

NON-EMPLOYEE DIRECTORS

The Director Fee Continuation Agreement filed as Exhibit 6.4 is substantially identical in

all material respects to the Director Fee Continuation Agreements entered into by the Lyons

National Bank and the following additional non-employee directors effective as of September

262001

James Homburger

Theodore J.Marshall

James Santelli

John Werner Jr

47535O
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EXHIBIT 6.5

See Attached
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409A Amendment

to

The Lyons National Bank

Director Fee Continuation Agreement for

David Breen Jr

The Lyons National Bank Bank and David Breen Jr Director originally
entered into The Lyons National Bank Director Fee Continuation Agreement

Agreement on September 26 2001 Pursuant to Subparagraph XIII of the

Agreement the Bank and the Director hereby adopt this 409A Amendment effective

January 2005

RECITALS

This Amendment is intended to bring the Agreement into compliance with the

requirements of Internal Revenue Code Section 409A Accordingly the intent of the

parties hereto is that the Agreement shalt be operated and interpreted consistent with the

requirements of Section 409A Therefore the following changes shall be made

Subparagraph IV Retirement Date shall be deleted in its entirety and replaced

with the following Subparagraph IV

Retirement Date

If the Director continuously serves the Bank the Director shall retire from active

service with the sank on the later of the December 31st nearest the Directors

seventieth 70th birthday or such other dateas the Director may actually-retire

Subparagraph IV Early Retirement shall be amended to delete the words

unless waived by the Board of the Bank from the first sentence and to delete the

second sentence in its entirety and to replace it with the
following sentence

Upon early retirement the Director shall receive the benefits set forth in Section

in the sanie form and with the same timing commencing thirty 30 days

following said early retirement and if the Director chooses Option in Section

the benefit shall be based upon the Directors average final three years fees

at the early retirement and the vesting schedule set forth in Section VIII

The following provision regarding Separation from Service distributions shall be

added as new subparagraph under Section as follows

Separation from Service

Notwithstanding anything to the contrary in this Agreement to the extent that any
benefit under this Agreement is payable upon Termination of Employment
Termination of Service or other event involving the Directors cessation of
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services such payments shall not be made unless such event constitutes

Separation from Service as defined in Treasury Regulations Section 409A-

1h

Section Retirement Benefit and Post-Retirement Death Benefit shall be

amended to delete the woEds either at the discretion of the Bank and or make the

total amount of said payments due in lump sum reduced to present value as set forth

in Subparagraph XIII to said beneficiaryies from the second sentence of

Subparagraph

Section IX Other Tennination of Employment shall be amended to delete the

words retirement from active service as provided in Paragraph IV from the first

sentence of the first paragraph and to replace them with the words the Director

meeting the age and years of service requirements as set forth in Subparagraph IV

above to delete the words at the sole discretion of the Bank and or at the

Directors Retirement Date Paragraph IV from the first sentence of the first

paragraph and to delete the words either at the discretion of the Bank and or

make the total amount of said payments due in lump sum reduced to present value

as set forth in Subparagraph XIII to said beneflciaryies from the first sentence

of the last paragraph

Subparagraph Deferral Election shall be deleted in its entirety and replaced

with the following Subparagraph

Deferral Election

Any Director wishing todefer any portion or all of the Directors fees may elect

to defer up to one hundred percent 100% of said fees The Director will make

the election to defer by filing with the Bank written statement setting forth the

amount of the deferrals This statement must be filed prior to having earned the

income

Deferral Elections In General

In any Plan Year during which Director defers compensation as defined

herein Director shall file Deferral Election Form for any compensation

deferred Such form shall be filed with the Plan Administrator no later

than the close of the Directors taxable year next preceding the service

year and such election and is effective only to defer compensation that

has not yet been earned by the Director at the time of the election

deferral election submitted for particular year may continue to be valid

for succeeding years until changed or modified Deferral elections once

made however are irrevocable as of the last permissible date on which

such deferral elections may be made
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ii Initial Deferral Elections

Upon notification of eligibility in this Agreement during the initial Plan

Year and if Director elects to defer compensation Director shall deliver

to the Plan Administrator

Deferral Election Form signed and dated

Beneficiary Form signed and dated

Director shall deliver such forms to the Plan Administrator within thirty

30 days of notification of eligibility and shall set forth on the forms the

amount of compensation to be deferred

iii Subsequent Changes to Time and Form of Payment

The Bank may permit subsequent change to form and timing of

payments subsequent deferral election Any such change shall be

considered made only when it becomes irrevocable under the terms of the

Agreement Any subsequent deferral election will be considered

irrevocable not later than thirty 30 days following acceptance of the

change by the Plan Administrator subject to the following rules

the subsequent deferral election may not take effect until at least

twelve 12 months after the date on which the election is made
the payment except in the case of death disability or

unforeseeable emergency upon which the subsequent deferral-

election is made is deferred for period of not less than five
years

from the date such payment would otherwise have been paid and

in the case of payment made at specified time the election must

be made not less than twelve 12 months before the date the

payment is scheduled to be paid

Subparagraph Retirement Termination of Service or Death shall be
amended to insert the word equal after the word in the first sentence

Section XI Change of Control shall be deleted in its
entirety and replaced with the

following Section XI

CHANGE IN CONTROL

Change in Control shall mean change in ownership or control of the Bank as
defined in Treasury Regulation .409A-3i5 or any subsequently applicable

Treasury Regulation In the event there is Change in Control as defined above
the Director shall immediately receive the value of the Directors accrued liability

account in lump sum The Director shall be one hundred percent 100% vested
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in said benefits and said benefits shall begin without regard to the Directors

Retirement Date Section P1

new Subparagraph XIII shall be added as follows

Restriction on Timing of Distribution

Notwithstanding any provision
of this Agreement to the contrary distributions

under this Agreement may not commence earlier than six months after the

date of Separation
from Service as described under the Separation from

Service provision herein if pursuant to Internal Revenue Code Section 409A

the participant
hereto is considered specified employee under Internal

Revenue Code Section 4l6i of the Bank if any stock of the Bank is publicly

traded on an established securities market or otherwise In the event distribution

is delayed pursuant to this Section the originally
scheduled distribution shall be

delayed for six months and shall commence instead on the first day of the

seventh month following Separation
from Service If payments are scheduled to

be made in installments the first six months of installment payments
shall be

delayed aggregated and paid instead on the first day of the seventh month after

which all installment payments shall be made on their regular schedule If

payment is scheduled to be made in lump sum the lump sum payment shall be

delayed for six months and instead be made on the first day of the seventh

month

10 new Subparagraph XIII shall be added as follows

çain Accelerated Payments

The Bank may make any accelerated distribution permissible
under Treasury

Regulation .409A-3j4 to the Director of deferred amounts provided that such

distributions meets the requirements of Section .409A-3j4

Therefore the foregoing changes are agreed to

Fthank
David Breen

Date
Date
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SCHEDULE TO EXHIBIT 6.5 FORM OF

JANUARY 2005 409A AMENDMENT TO THE DIRECTOR FEE CONTINUATION

AGREEMENT BY AND AMONG THE LYONS NATIONAL BANK AND THE
NON-EMPLOYEE DIRECTORS

The 409A Amendment to the Director Fee Continuation Agreement filed as Exhibit 6.5 is

substantially identical in all material respects to the 409A Amendment to the Director Fee

Continuation Agreements which have been entered into by the Lyons National Bank and the

following additional non-employee directors effective as of January 2005

James Homburger

Theodore Marshall

James Santelli

John Werner Jr

1477854
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EXHIBIT 6.6

See Attached
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4DM Aiiendmeut

.1 to

The Lyons National Bank

Executive Salaq Continuation Agreement for

CIaIrJ Brltt

The Lyons National Bank Bank and Clair Brltt Executive originally

entered Into The Lyons National Bank Executive Salary Continuation Agreement

Agreementon September 262001 Pursuant to Section XVIII of the Agreement the

Bank and the Executive hereby adopt this 409A MnendmendVsaIaUUan1aQOa

RECTALS

This Amendment Is Intended to bring the Agreement Into compliance with the

requirements of Internal Revenue Code Section 409A Accordingly the intent of the

parties hereto Is that the Agreement shall be operated and Interpreted consistent with the

requirements of Section 409k Therefor the following changes shall be made

Section III Retirement Date shell be deleted in its entirety and replaced with the

following Section III

RZT1RMENT DATE

it the Executive remains In the continuous employ of the Sank he shall retire

from active employment with the Bank thIrty 30 days after attaining his sixty

second 62nd birthday or such later date as ho may actually retire

Section IV Early Retirement shall be amended to Insert the words In the same

form and with the same thnhig commencing thirty 30 days following said Early

Retirement after the word In the second icatonce

Section Retirement Benefit and Post.R.etlrement Death Benefit shall be

to rthawordbo frornthe- firs -son c-of-theflrst-paragraph-to

delete the words Ilfotime with fifteen 15 years certain from the first sentence of

the first paragraph and to replace them wfththe words fifty percent 50% joInt and

survivor and to delete the second paragraph In its entirety and to replace It with the

following paragraph

Provided that if lose than fifteen 15 such annual payments have been made prior

to the death of the xocutive the Bank shall continue such annual payments on

the same schedule as they would have been made to the Executive to whomever

the Executive shall designate In writing and filed with the Bank until the IWI

number of fifteen 15 annual payments have been made In the absence of any

ofibotivo designation of beneficiary any such amounts becoming due and payable

upon the death of the Executive shall be payable to the duly qualified executor or

administrator of his estate
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Section VI Death Benefit Prior to Retirement shall be amended to delete the

words or such later date as may be agreed upon from the first sentence to delete

the words either at the discretion of the Bank and or in lump sum from the

second sentence and to delete the word monthly from the fourth sentence and to

replace it with the word annual

Section IX Other Termination of Employment and Disability shell be amended to

delete the wOrds retirement from active employment as provided In Paragraph 111

from the first and second paragraphs and to replace them with the words attaining

age fifty-five 55 and completing twenty 20 years of employment with the Bank
to delete the word monthly from the first sentence of the third paragraph and to

replace it withthe word annual and to Insert the words on the same schedule as

they would have been paid to the Executive aftàr the word paid In the first

sentence of the third paragraph

Subparagraph IX Disability Provision shall be amended to delete the words

for ten 10 years from the first sentence and to replace them with the words In ten

10 equal annual installments to delete the words or in lump sum at Banks

discretion from the first sentence and to insert the words only if insurable after the

word policy in the third sentence

SectIon XII Change of Control shall be amended to Insert the words In ten 10
equal annual installments after the word in the first sentence of the first

paragraph and to delete the word bonus from the second sentence of the first

paragraph

SectIon XIII Bank Capital shall be deleted in its entirety and intentionally left

blank

The following provision regarding Separation from Service distributions shall be

added as new Section XXV as Ibilows

Separation from Service

Notwithstanding anything to the contrary in this Agreement to the extent that any

beflefit under this Agreement Is payable upon IerininatIon of Employment

Termination of Service or other event Involving the Executives cessation of

services such payments shall not be made unless such event constitutes

Separation from Service as defined in Treasury Regulations Section l.409A-

1h

10 new Section XXVI shall be added as follows

Restriction on runing of DisfrlbMtion
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Notwithstanding any provision of this Agreement to the contrary distributions

under this Agreement may not commence earlier than sIx months after the

date of Separation from Service as described under the Separation from

Service provision herein if pursuant to Internal Revenue Code Section 409A

the participant hereto Is considered specified employee under Internal

Revenue Code Section 161 of the Bank If any stock of the Bank Is publicly

traded on an established securities market or otherwise In the event distribution

is delayed pursuant to this Section the originAlly scheduled distribution shall be

deayed for six months and shall commence insted on the first day of the

seventh month following Separation from Service If payments are scheduled to

be made In Installments the first six months of Installment payments shall be

delayed aggregated and paid Instead on the first day of the seventh month after

which all Installment payments shall be made on their regular ichedule If

payment is scheduled to be made in lump sum the lump sum payment shill be

delayed for six months and Instead be made on the first day of the seventh

month

11 new Section XXVII shall be added as follows

Certain Accelerated Payments

The Bank may make any accelerated distribution permissible nuder Treasury

Regulation 1.409A-3J4 to the Executive of deferred amounts provided that

such distributions meets the requirements of Section .409A-3jX4

12 new Section XXVIII shall be added as follows

nt

The Bank may permit subsequent change to form and timing of payments

subsequent deferral election Any such change shall be considered made only

when It becomes Irrevocable under the terms of the Agreement Any subsequent

following acceptance of the change by the Plan Administrator subject to the

following rules

the subsequent deferral election may not take effect until at least twelve

12 months after the date onwhich the election Is made
the payment except in the case of death disability or unforesecable

emergency upon which the subsequent deferral election Ii made is

dclbrred for period of not less than five years from the date SUCh

payment would otherwise have been paid end

In the case of payment made at specified time the election must be

made not less than twelve 12 months before the date the payment Is

scheduled to be paid
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Therefore the foregoing changes are agreed to

Date
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EXHIBIT 6.7

See Attached
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409A Amendment

to

The Lyons NatIona Benk
Exeeuttve Salary Continuation Agreement for

Robert Schick

The Lyons National Bank Bank and Robert Schick Executive
originally entered into The Lyons National Bank Executive

Salary Continuation

Agreement Agreement on September 26 2001 Pursuant to Section XVIII of the

Agreement the Bnk and the Executive hereby adopt this 409A Amendment 1IP

This Amendment is intended to bring the Agreement Into compliance with the

requirements of Internal Revenue Code Section 409A Accordingly the intent of thel

parties hereto is that the Agreement shall be operated and interpreted consistent with the

requirements of Section 409A Therefore the following changes shalt be made

Section III Retirement Date shall be deleted in its entirety and replaced with the

following Section III

RETIREMENT DATE

if the Exeutio remains in the continuous employ cf the Bank he shall retire

from active employment with the Bank thirty 30 days after attaining his sixty
second 62nd birthday or such later date as he may actually retire

Section IV Early Retirement shall be amended to insert the words in the same
form aild with the same timing commencing thirty 30 days following said Early
Retirement after the word In the second sentence

Saotiyi ReT1fi eiIfifii PöstRtiiirernent 1iath iiW ii1Fbe
amended to delete the words commencIng each January 1st

tbllowlng said

retirement from the first sentence to delete the word bonus from the first

sentence and to delete the words lifetime with fifteen 15 years certain from the
fitat sentence and to replace them with the words fifty percent 50% joint and

survivor and to insert the words on the same schedule as they would have been
made to the Executive after the word payments in the fourth sentence

Section VI Death Benefit Prior to Retirement shall be amended to delete the

words or such later date as may be agreed upon from the first sentence and to
delete the words either at the discretion of the Bank and or in lump sum from
the second sentence
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Section IX Other Termination of Employment and Disability shall be amended to

delete the words retirement from active employment as provided in Paragraph III

from the first sentences of the first and second paragraphs and to replace them with

the words attaining age sixty 60 to delete the words Retirement Date Paragraph
ill from the third sentence of the first paragraph and to replace them with the word

termination to delete the words ten 10 equal annual from the fourth sentences

of the first and second paragraphs and to replace them with the words one hundred

twenty 120 equal monthly and to insert the words on the same schedule as they
would have been paid to the Executive after the word paid in the first sentence of

the third paragraph

Subparagraph IX Disability Provision shall be amended to insert the words in
equal monthly installments between the words Executive and for in the first

sentence to delete the words or in lump sum at Banks discretion from the first

sentence and to insert the words only if insurable after the word policy in the

third sentence

Section XII Change of Control shall be amended to insert the words in one
hundred twenty 120 equal monthly installments after the word in the first

sentence of the first paragraph and to delete the word bonus from the second
sentence of the first paragraph

Section XIII Bank Capital shall be deleted in its entirety and intentionally left

blank

The following provision regarding Separation from Service distributions shall be
added as new Section XXV as follows

Separation from Srvi

Notwithstanding anything to the contrary In this Agreement to the extent that any
benefit under this Agreement is payable upon Termination of Employment
Teimination of Service or other eventinvolv1ng_the_Executivecegsatioo
services such payments shall not be made unless such event constitutes

Separation from Service as defined in Treasury Regulations Section 1.409A-

1p

10 new Section XXVI shall be added as follows

Restriction on Timing of Distribution

Notwithstanding any provision of this Agreement to the contrary distributions

under this Agreement may not commence earlier than six months after the

date of Separation from Service as described under the Separation from
Service provision herein if pursuant to Internal Revenue Code Section 409A
the participant hereto is considered specified employee under Internal

III 143



Revenue Code Section 4161 of the Bank if any stock of the Bank is publicly

traded on an established securities market or otherwise In the event distribution

is delayed pursuant to this Section the originally scheduled distribution shall be

delayed for six months and shall commence instead on the first day of the

seventh month following Separation from Service If payments are scheduled to

be made in installments the first six months of installment payments shall be

delayed aggregated and paid instead on the first day of the seventh month after

which all installment payments shall be made on their regular schedule If

payment is scheduled to be made in lump sum the lump sum payment shall be

delayed for six months and instead be made on the first day of the seventh

month

11 new Section XXVII shall be added as follows

Certain Accelerated Payments

The Bank may make any accelerated distribution permissible under Treasury

Regulation l.409A-3j4 to the Executive of deferred amounts provided that

such distributions meets the requirements ofSection .409A-3j4

12 new Section XXVIII shall be added as follows

Subseguert Changes to Time and Formof Paymenj

The Bank may permit subsequent change to form and timing of payments

subsequent deferral election Any such change shall be considered made only

when it becomes irrevocable under the terms of the Agreement Any subsequent

deferral election will be considered irrevocable not later than thirty 30 days

following acceptance of the change by the Plan Administrator subject to the

following rules

the subsequent deferral election may not take effect until at least twelve

12 months after the date on which the election is made
the payment except in the case of death disability or unforeseeable

emergency upon which the subsequent deferral election is made is

deferred for period of not less than five years from the date such

payment would otherwise have been paid and

in the case of payment made at specified time the election must be

made not less than twelve 12 months before the date the payment is

scheduled to be paid
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Therefore the foregoing changes are agreed to

1r the Bank 1bertX Schick

Date__________________ Date________
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EXHIBIT 6.8

See Attached
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DEFERRED COMPENSATION AGREEMENT

Tills DEFERRED CQMPENSAflON AGREEMENT this Agreement is made
effective as of thetand between THE LYONS NATIONAL BANK
federally chartered banking organization the Company with its principal offices located at 35
William Street Lyons New York 14489 LYONS BANCORP INC New York business

corporation the Holding Company with its
principal offices located at 35 William Street Lyons

New York 14489 and zi gj- pi an individual
residing at/i v-r th Executive

WHEREAS the Company Holding Company and Executive have previously entered into

an Employment Agreement and have been operating pursuant to the terms of said Employment
Agreement since its inception and

in case of oral agreement WHEREAS the Company Holding Company and Executive have

previously operated under oral agreement deferring certain compensation for the Executive and

WHEREAS the Company Holding Company and Executive desire to terminate
Executives Employment Agreement continue Executives employment with the Company without
formal written agreement and enter into formal written deferred compensation agreement and

WHEREAS the Company and Holding Company consider the continued availability of the

Executives services managerial skills and business experience to be in the best interests of the

Company and the Holding Company and

WHEREAS the Company and the Holding Company believe it is imperative to encourage
the Executives full attention and dedication to the Company currently and to provide the Executive
with deferred compensation benefits

NOW THEREFORE inconsideration of the mutual covenants and agreements contained
in this Agreement the Company and Executive agree as follows

Employment and Termination of Employment The Executive shall at all times be
ensidered an .employee.at.wjJI and therefore the Company or the Executive may terminate the

employment relationship at any time with or without cause with or without notice Upon
termination of employment by the Company or by the Ececutive Executive shall immediately resign
from any position he may then hold on the Board of Directors of the Company or Holding Company
or any office he may then hold with the Company or Holding Company Resignation from the Board
of Directors or as an officer shall be deemed effective immediately upon the termination of
Executives employment with the Company without the requirement that written resignation be
delivered

Confidential Information The Executive shall hold in
fiduciary capacity for the

benefit of the Company and its affiliated companies all secret or confidential information and all

data relating to the Company or any of its affiliated companies and their respective businesses
which shall have been obtained by the Executive during the Executives employment by the

Company or any of its affiliated companies and which shall not be or become public knowledge
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other than by acts by the Executive or representatives of the Executive in violation of this

Agreement After termination of the Executives employment with the Company the Executive

shall not without the prior written consent of the Company or as may otherwise be required bylaw

or legal process communicate or divulge any such information or data to anyone other than the

Company and those designated by it

Deferred Compensation Payments During the Executives period of employment

with the Company following execution of this Agreement the Company shall make an annual

payment to separate account maintained for the Executive The annual payment to Executive shall

be Ten Thousand Dollars $10000 the Payment The Payment shall be invested in the common

stock of the Holding Company If dividend is paid on the shares credited to the Executives

separate account the Executives separate account shall be credited with such dividend the

Dividend which together with the Payment shall hereinafter be referred to as the Benefit
which dividend shall be reinvested in the common stock of the Holding Company except that no

fractional shares shall be credited to the Executives separate account The price per share for all

shares ofthe Holding Companypurchased by the Company for the benefit of Executive shall be the

average of the daily closing price of the stock for each day within the past quarter The closing price

on Fridays will be used to determine the closing price for Saturdays and Sundays and the closing

price on the last business day before holiday that results in the closure of the financial markets will

be used todetermine the closing price for that holiday

Vestingand Distribution

The Benefit shall vest according to the vesting schedule set forth in

subparagraph of this Paragraph Ifthe Executive shall be terminated by the Employer for Cause

as hereinafter defined the Executive shall not be entitled to receive any of the Benefit If the

Executive is terminated by the Company for any reason other than for Cause the Benefit shall

immediately vest Ifthe Executive terminates his employment for any reason whatsoever before the

Benefit fully vests according to the vesting schedule set forth In subparagraph of this Paragraph

the Executive shall only be entitled to distribution of the imount ofthe J3enefit that has vested

as of the date of his separation from service

The Benefit shall vest as follows on December 31200750% of all of the

Benefit credited to the Executives account during the 2007 calendar yeat shall vest with the

Executive on December 31200875% ofall of the Benefit credited to the Executives account

during the 2007 and 2008 calendar years shall vest with the Executive on December 312009
100% of the Benefit credited to the Executives account during the 2007 2008 and 2009 calendar

years shall vest with the Executive and all of the Benefit credited to the Executives account

subsequent to December 312009 shall immediately vest with the Executive

The term Cause shall mean

Executives repeated violation of his obligations ofemployznent other

than as result of incapacity due to physical or mental Illness which are demonstrably willful and

deliberate on the Executives part which are committed in bad faith or without reasonable belief that

said violations are in the best interests of the Holding Company aiid the Company and which are not
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remedied in reasonable period of time after receipt of written notice from the Holding Company

and/or the Company specifing such violations In establishing termination for cause under this

subparagraph it shall be incumbent upon the Holding Company or the Company to establish that

the conduct constituted either violation of written policy including but not limited to

violation of paragraph Confidential Information of this Agreement or violation of prior

oral or written communication to the Executive regarding the Executives conduct or duties or

the conviction of the Executive of felony

The Executive shall be entitled to receive distribution of the Benefit upon the

earlier of the following

The death of the Executive

The separation from service of the Executive

change in the ownership as hereinafter defmed of the Holding

Company or

change in the effective control as hereinafter defined of the

Holding Company or

change in the ownership of substantial portion of the assets of

the Holding Company or

The Executive becoming disabled as hereinafter defined or

The occurrence of an unforesceable emergency as hereinafter

defined

Together subparagraphs through shall be referred to as Change of Control

Together subparagraphs through shall be referred to hereinafter as the Distribution Events
or singly Distribution Event

For purposes of this Agieement change in the ownership of the Holding

Company occurs on the date that any one person or more than one person acting as group as such

term is defined in Treas.Reg 1.409A-315vB acquires ownership of stock of the Holding

Company that together with stock held by such person or group of persons constitutes more than

fifty percent 50% of the total fair market value or fifty percent 50% of the total voting power of

the stock of the Holding Company

For purposes of this Agreement change in the effective control of the Holding

Company occurs only on the date that either any one person or more than one person acting as

group as such term is defined in Treas Reg l.409A-3i5vB acquires or has acquired

during the 12-month period ending on the date of the most recent acquisition by such person or

persons ownership of stock of the Holding Company possessing thirty percent 30%or more of the
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total voting power of the stock of the Holding Company or majority of members of the

Holding Companys Board of Directors is replaced during 12-month period by directors whose

appointment or election is not endorsed by majority of the members of the Board of Directors prior

to the date of the appointment or election

For purposes of this Agreement change in the ownership of substantial

portion of the assets of the Holding Company occurs on the date that any one person orniore than

one person acting as group as such term is defined In Tress Reg l.409A.3i5vB acquires

or has acquired during the 12-month period ending on the date of the most recent acquisition by
such person or persons assets from the Holding Company that have total gross fair mÆrlcet value

equal to or more than forty percent 40% of the total gross flr market value of all assets of the

Holding Company Immediately prior to suoh acquisition or acquisitions For
purposes of this

paragraph gross thir market value means the value of the assets of the Holding Company or the

value of the assets being disposed of determined without regard to any liabilities associated with

such assets

For purposes of this Agreement the Executive is considered disabled if he or
she meets one of the following requirements

The Executive is unable to engage inany substantial gainfid activity by
reason of any medically determinable physical or mental Impairment that can be expected to result in

death or can be expected to last for continuous period of not loss than 12 months

The Executive is by reason of any medically detenninable physical or

mental impairment that can be expected to result In death or can be expected to last for continuous

period of not less than 12 months receiving income replacement benefits for period of not loss than

three months under an accident and health plan covering employees of the Executives employer

For purposes of this Agreement an unforeseeable emergency is severe

financial hardship of the Bxecutive resulting from an Illness or accident of the Executive the

Executives spous or the Executives dependent loss of the Executives property due to casualty

or other similar extraordinary and unforosecable circumstances arising as result of events beyond
the control ofthoExecutlve distribution on account of an unforeseeable emergency may not be

made to the extent that such emergency Is or may be relieved through reimbursement or

compensation from Insurance or otherwise by liquidation of the Executives assets to the extent the

liquidation of such assets would not cause severe financial hardship or by cessation of deferrals

under this Agreement Distributions due to an unforeseeable emergency must be limited to the

amount reasonably necessary to satisfv the emergency need

Diarbut ion

The Benefit shall be distributed to the Executive In substantialiy equal

annual payments of the common stock of the Holding Company that have been credited to the

Bxecutive7s separate account over period of years The first annual payment of the Benefit

shall be distributed to the Executive or his beneficiary on the first day of the month Ibllowlng the

III- 150



Distribution Event but in no case in less than fifteen 15 days following Distribution Event All

other annual payments shall be made January of the following 14_ years

Notwithstanding the foregoing if the Executive is or becomes

specified employee distribution shall not be madebefore the date which is six months after the

Distribution Event specified employee is key employee as defined in section 416i of the

Internal Revenue Code without regard to paragraph thereof of the Company or the Holding

Company which is publicly traded on an established securities market or otherwise

Failure Delay or Waiver No course of action or failure to act by the Company the

Holding Company or the Executive shall constitute waiver by the Company the Holding Company
or the Executive as applicable of any right or remedy under this Agreement and no waiver by the

Company or the Executive of any right or remedy under this Agreement shall be effective unless

made in writing

Partial Invalidity and Severabi1iy Whenever possible this Agreement and each

provision paragraph subparagraph and any otherportion hereof shall be interpreted in such manner
as to be legally effective valid and enforceable but ifthis Agreement or any provision paragraph

subparagraph or any other portion hereof is adjudged by court of competent jurisdiction to be void

or unenforceable in whole or in part for any reason whatsoever any such provision paragraph

subparagraph or any other portion of this Agreement adjudged to be unenforceable shall be severed
but only to the extent necessary to make enforceable the otherwise unenforceable Agreement
provision paragraph subparagraph or any other portion of this Agreement

Internal Revenue Code Section409A This Agreement is intended to comply with

Internal Revenue Code Section 409A and the regulations promulgated thereunder If any portion of

this Agreement is found to not comply with said Code section and regulations this Agreement shall

be modified so as to comply

Notices Any notice provided for in this Agreement must be in writing and must be

either personally delivered ii mailed by registered or certified first class mail prepaid with

return receipt requested or iiisent by nationally recognized overnight courier service to the

recipient at the address below indicated

to the Holding Company
or to the Company The Lyons National Bank

35 William Street

Lyons New York 14489

Attn Chairman of the Compensation Committee of

the Board of Directors

to the Executive /ttI
________ iL iI.IT
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or such other address or to the attention of such other person as the recipient party shall have

specified by prior written notice to the sending party Any notice under this Agreement will be

deemed to have been given on the date such notice is personaHy delivered three days after

the date ofmailing ifsent by certified or registered mail or the next succeeding business day after

the date such notice is delivered to the overnight courier service ifsent by overnight courier

Consent to Jurisdiction

Executive hereby irrevocably submits to the nonexciusive jurisdiction of any
United States federal or New York state court sitting in Wayne County New York in any action or

proceeding arising out ofor relating to this Agreement Executive hereby irrevocably agrees that all

claims in respect of such action or proceeding may be heard and determined in any such court and

irrevocably waives any objection he may now or hereafter have as to personal jurisdiction the venue
of any such action or proceeding brought in such court or the fact that such court is an inconvenient

forum

Executive irrevocably and unconditionally consents to the service of process in

any such action or proceeding in any ofthe aforesaid courts by the mailing of copies of such process
to it by certified mail return receipt requested at its address set forth in paragraph of this

Agreement

10 Entire Agreement There are no oral agreements in connection with this Agreement
This Agreement constitutes the entire agreement of the parties hereto and supersedes any prior

agreements or understandings whether oral or written between The parties hereto with
respect to the

subject matter hereof specifically including but not limited to the Employment Agreement This

Agreement may not be terminated modified or amended orally or by any course of conduct or usage
of trade but only by an agreement in writing duly executed by the parties hereto

ii Prior Emoloyment Agreement This Agreement terminates any and all prior

Employment Agreements entered into by and between the Executive and the Company and/or the

Holding Company

12 Amendments Any provision of this Agreement may be amended ifand only ifsuch
amendment is in writing and signed by all parties hereto and such amendment does not violate

Internal Revenue Coda Section 409A and the regulations promulgated theróunder

13 Governing Law This Agreement shall be construed in accordance with and governed

by the internal domestic laws of the State of New York without regard to principles of conflicts of

laws

14 Non-Assignability This Agreement is personal to the Executive and may not be

assigned by him

15 Binding Effect This Agreement shall be binding upon and inure to the benefit of the

parties and their respective heirs legal representatives successors and permitted assigns
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16 WAIVER OF JURY TRIAL THE EXECUTIVE THE HOLDING COMPANY
AND THE COMPANY HEREBY WAIVE TRIAL BY JURY iN ANY ACTION OR
PROCEEDING INVOLVING DIRECTLY OR INDIRECTLY ANY MATFER WHETHER
SOUNDING IN TORT CONTRACT OR OThERWISE IN ANY WAY ARISING OUT OF
RELATED TO OR CONNECTED WITH THIS AGREEMENT

17 ParagmDh HeadinRs Headings and subheadings herein are for convenience of

reference only and are not of substantive effect

IN WITNESS WnEIoF The Company and the Executive have executed this Agreement as

ofthe date first above written as conclusive evidence of their acceptance ofthe terms and conditions

of this Agreement

COMPANY

Title C4efPciy C7ft

HOLDING COMPANY LYONS ANCORP INC

By

Name
Title 4w

EXECUtIVE
______________________

FDoeDPoLyonsRaCompcnon Agreemofls\Mester Dthrrcd Conipns1on Agemontdoc
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SCHEDULE TO EXHIBIT 6.8 FORM OF

DEFERRED COMPENSATION AGREEMENT BY AND AMONG THE LYONS

NATIONAL BANK AND CERTAIN EXECUTIVES

The Deferred Compensation Agreement attached as Exhibit 6.8 is substantially identical

in all material respects to the Deferred Compensation Agreements entered into by the Lyons

National Bank and the following additional executive officers except as follows

Name Effective Date Annual Payment Section 4.J Distribution

Stephen DeRaddo January 2007 $10000 Over year

Diana Johnson January 2007 $10000 Over year

Thomas Kime January 2007 $10000 Over year

Phillip McCann January 2010 $10000 Over year

Robert Schick January 2007 $50000 Over 10 years

1477837
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EXHIBIT 6.9

See Attached
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AMENDMENT
TO THE LIFE INSURANCE ENDORSEMENT METHOD

SPLIT DOLLAR PLAN AGREEMENT

EFFECTIVE SEPTEMBER 12 2001

THIS AMENDMENT made and entered into thisday of6l/h
2007 by and between The Lyons National Bank bank organized and existing under the

laws of the United States of America hereinafter referred to as the Bank and Robert

Schick an Executive of the Bank hereinafter referred to as the Executive shall

effectively amend the Life Insurance Endorsement Method Split Dollar Plan Agreement

effective September 12 2001 as follows

Paragraph VI Division of Death Proceeds Subparagraphs
and

shall be deleted in its entirety and replaced
with the following

Should the Insured be employed by the Bank at the time of death the

Insureds beneficiaryies designated in accordance with paragraph ifi

shall be entitled1tQafl
amount equal to three times 3xs the Insureds

total compensation including salary
and deferred compensation at the

time of death or Seven Hundred Fifty
Thousand and 0Q110Qth Dollars

$750000.00 whichever is greater

Should the Insured be retired from the Bank or terminated from the Bank

due to disability at the time of death the Insureds beneficiaryieS

designated in accordance with Paragraph III shall be entitled to an amount

equal to three times 3xs the Insureds total compensation including

salary and deferred compensation at the time of said termination or

Seven Hundred Fifty Thousand and 001100th Dollars $750000.00

whichever is greater

Should the Insured not be employed by the Bank for reasons other than

retirement or disability at the time of the Insureds death no death benefit

shall be paid

Paragraph IX Tczninatiofl
of Agreement subparagraph

shall be

deleted in its entirety and replaced with the following

Voluntary or involuntary termination of employment by the Executive

Paragraph LX TcrniinatiOfl
of Agreements subparagraph shall be

added with the following

The earlier of age seventy 70 or termination of employment
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This Amendment shall be effectivà the tlay of WkI 2007 Ii is

intended that this Amendment not be material modification pursuant to final accounting

regulations for Post-Retirenient Split Dollar Arrangements Additionally the reduction of

the benefit to the insureds beneficiaryies in Paragraph Vi and above shall not be

deemed material modification To the extent that any term provision or paragraph of

said Agreement is not specifically amended herein or in any other amendment thereto

said term provision or paragraph shall remain in full force and effect as set forth in said

September 12 2001 Agreement

IN WITNESS WHEREOF the parties hereto acknowledge that each has

carefully read this Amendment and executed the original thereof on the first day set forth

hereinabove and that upon execution each has received conforming copy

TIlE LYONS NATIONAL BANK
Lyons NY

____________________ By
Witness Bank Officer ci than Insured Title

itness ezt4 Schick
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EXHIBIT 6.10

See Attached
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AMENDMENT
TO THE LIFE INSURANCE ENDORSEMENT METHOD

SPLIT DOLLAR PLAN AGREEMENT
EFFECTIVE SEPTEMBER 12 2001

THIS AMENDMENT made and entered into this 7day of

2007 by and between The Lyons National Bank bank organized and existing under the

laws of the United States of America hereinafter referred to as the Bank and Clair

Britt Jr an Executive of the Bank hereinafter referred to as the Executive shall

effectively amend the Life Insurance Endorsement Method Split Dollar Plan Agreement

effective September 122001 as follows

Paragraph VI Division of Death Proceeds Subparagraphs
and

shall be deleted in ita entirety and replaced with the following

Should the Insured be employed by the Bank at the time of death the

Insureds beneflciaryies designated in accordance with Paragraph Ill

shall be entitled to an amount equal to three times 3xs the Insureds

total compensation including salary and deferred compensation at the

time of death or Five Hundred Thousand and 001100th Dollars

$500000.00 whichever is greater

SbouldtheInsuredberetiredftOmtheB0rB
due to disability at the time of death the Insureds beneficiaryies

designated in accordance with Paragraph Ill shall be entitled to an amount

equal to three times 3xs the Insureds total compensation including

salary and deferred compensation
at the time of said termination or Five

Hundred Thousand and 00/100 Dollars $500000.00 whichever is

greater

Should the Insured not be employed by the Bank for reasons other than

retirement or disability at the time of the Insureds death no death benefit

shall be paid

Paragraph IX Termination of Agreement subparagraph shall be

deleted in its entirety and replaced with the following

Voluntary or involuntary termination of employment by the Executive

Paragraph IX Termination of Agreement subparagraph shall be

added with the following

The earlier of age seventy 70 or termination of employment
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This Amendment shall be effective the day of 1SA8 2007 It is

intended that this Amendment not be material modification pursuant to final accounting

regulations for Post-Retirement Split Dollar Arrangements Additionally the reduction of

the benefit to the Insureds beneflciaryies in Paragraph VI and above shall not be

deemed material modification To the extent that any term provision or paragraph of

said Agreement is not specifically amended herein or in any other amendment thereto

said tenn provision or paragraph shall remain in full force and effect as set forth in said

September 12 2001 Agreement

IN WITNESS WHEREOF the parties hereto acknowledge that each has

carefully read this Amendment and executed the original thereof on the first day set forth

hereinabove and that upon execution each has received conforming copy

TEE LYONS NATIONAL BANK
Lyons NY

______________________ By
Witness

Bank9cpdiIer than fnsured
TItI/

Witness Clmr Britt Jr
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EXHIBIT 6.11

See Attached
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EXECUTIVE SALARY CONTINUATION AGREEMENT

TUS AGREEMENT made and entered into this 2l day of December 2007

by and between The Lyons National Bank bank organized and existing under the laws

of the United states of jç hereinafter referred to as the Bank end Thomas

Kftnd an Executive of the Dank hereinafter
referred to as the Executive member of

e1eOt group of management and highly compensated employees of the Banks

WITNESSETI

WHEREAS the Executive has been and continues to be valued Executive of

the Bank

WHEREAS the purpose of this Agreement is to further the growth and

development of the Bank by providing the Executive with supplemental retirement

income and thereby encourage the Executives productive efforts on behalf of the Bank

and the Banks shareholders and to align the Interests of the Executive and those

shareho1dera

WHEREAS it Is the desire of the Bank and the Executive to enter into this

Agreement under which the Bank will agree to make certain payments to the Executive at

retirement or the Executives Beneficiary In the event of the Executives death pursuant

to this Agreement

ACCO9JINGLY It is intended that the Agreement be unfunded for purposes

of the Employee Retirement Income Security Act of 1974 as amended BRISA and

not be construed to provide income to the participant or beneficiary
under the Internal

Revenue Code of 1986 as amended the Code partIcularly
Section 409A of the Code

and guidance or regulations issued thereunder prior to actual receipt of benefits and

_TBEREFOREr1tS agreed asfotlows

IL FRINGE BENEFITS

The salary continuation benefits provided by this agreement are granted by the

Bank as fringe benefit to the Executive and arc not part of any salary reduction

plan or en arrangement deferring bonus or salary increase The Executive has

no option to take any current payment or bonus In lieu of these salary continuation

benefits except as set forth hereinafter

ilL DEFINiTIONS
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Beneficiary

The Executive shall have the right to name Beneficiary of the Death

Benefit The Executive shall have the right to name such Beneficiary at

any time prior to the Executives death and submit it to the Plan

Administrator or Plan Administrators representative on the form

provided Once received and acknowledged by the Plan Administrator

the form shall be effective The Executive may change Beneficiary

designation at any time by submitting new form to the Plan

Administrator Any such chìange shall follow the same rules as for the

original Beneficiary designation and shall automatically supersede the

existing Beneficiary form on file with the Plan Administrator

If the Executive dies without valid Beneficiary designation on file with

the Plan Administrator death benefits shall be paid to the Executives

estate

If the Plan Administrator determines in its discretion that benefit is to be

paid to minor to person declared incompetent or to person incapable

of handling the disposition of that persons property the Plan

Administrator may direct distribution of such benefit to the guardian legal

representative or person having the care or custody of such minor

Incompetent person or incapable person The Plan Administrator may

require proof of inoompetence minority or guardianship as it may deem

appropriate prior to distribution of the benefit Any distribution of

benefit shall be distribution for the account of the Executive and the

Beneficiary as the case may be end shall be complete discharge of any

liability under the Agreement for such distribution amount

Chanae in Control

Change in Control shall mean change in ownership or control of the

Bank as defined in Treasury Regulation Section l.409A-3i5 or any

subsequently applicable Treasury Regulation

Disability or DisabJd

Disability or Disabled shall mean the Executive 1$ unable to engage

in any substantial gainful activity by reason of any medically determinable

physical or mental impairment which can be expected to result in death or

can be expected to last for continuous period of not less than twelve 12
months or II is by reason of any medically dcinablephysical or

mental impairment which can be expected to result in death or can be

expected to last for continuous period of not less than twelve 12
months receiving income replacement benefits for period of not less
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than three months under an accident and health plan covering

employees of the Bank Medical determination of Disability may be made

by either the Social Security Administration or by the provider of an

accident or health plan covering Executives of the Bank provided that the

definition of Disability applied under such Disability insurance programs

complies with the requirements of Section 409A Upon the request of the

Plan Administrator the Executive must submit proof to the Plan

Administrator of Social Security Administrations or the providers

determination

Discharge for Cause

The term for cause shall mean any of the following that result in an

adverse effect on the Bank the commission of felony or gross

misdemeanor Involving fraud or dishonesty ii the willful violation of

any banking law rule or banking regulation iii an intentional failure to

perlbrin stated duties or iv breach of fiduciary duty Involving personal

profit If dispute arises as to discharge for cause such dispute shall be

resolved by arbitration as set forth in this Agreement

Normal RetingAge

Normal Retirement Age shall mean the date on which the Executive

attains ago sIxty 60

Plan Year

Any reference to Plan Year shall mean calendar year from January lt

to December 3l In the year of Implementation the term Plan Year
shall mean the period from the Eftctive Date to December 3V of the year

of the Effective Date

Restricti9n op Timing of Distribution

Notwithstanding any provision of this Agreement to the contrary

distributions to the Executive may not commence earlier than six

months after the date of Separation from Service as that term is used

under Section 409A If pursuant to Internal Revenue Code Section 409A
the Executive is considered specified employee under Internal

Revenue Code Section 4161 of the Bank If any stock of the Bank is

publicly traded on an established securities market or otherwise In the

event distribution is delayed pursuant to this paragraph the originally

scheduled payment shall commence instead on the first day of the seventh

month following Separation from Service If payments arc scheduled to

be made in installments the first six months of installment payments

shall be delayed aggregated and paid instead on the first day of the
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seventh month after which all installment payments shall be made on their

regular schedule If payment is scheduled to be made in lump swn the

lump payment shall be delayed for six months and instead be made on

the first day of the seventh month

çirement Dtc

Retirement Date shall mean the later of the Executives sixtieth 60th

birthday January 282014 or Separation from Service

Sunaration from Service

Separation from Service shall mean the Executive has experienced

termination of employment with the Bank For purposes of this

Agreement whether termination of employment or service has occurred

is determined based on whether the facts and cirownatances Indicate that

the Bank and Executive reasonably anticipated that no further services

would be performed after certain date or that the level of boris fide

services the Executive would perform after such date whether as an

Executive or as an independent contractor would permanently decrease to

no more than twenty percent 20% of the average level of bona fide

services performed whether as an Executive or an Independent

contractor over the immediately preceding thirty-six 36 month period

or the full period of services to the Bank If the Executive has been

providing services to the Bank less than 36 months Facts and

circumstances to be considered In making this determination include but

are not limited to whether the Executive continues to be treated as an

Bxecutive fur other purposes such as continuation of salary and

participation in Executive benefit programs whether similarly situated

service providers have been treated consistently and whether the

Executive is permitted and realisticaLly available to perform services for

other service recipients in the same line of business An Executive will be

presumed not to have separated from service where the level of bona fide

services performed continues at level that is fifty percent 50% or more

of the average level of service performed by the Executive during the

immediately preceding thirty-sIx 36 month period

C9ntinaent Disability Trust attached as Exhll$t

The Trust shall remain unfunded until the Executive experiences any

qualifying period of Disability Following any qualifying period of

disability the Trustee shall receive deposits from Mass Mutual in the form

of disbursements made arising out of the disability policy on the Executive

hereafter Contributions The Trustee is also authorized to accept

deposits from the Bank or other sources Any and all deposits made to

the Trust will constitute the Trust Account Account which shall be
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held administered and disposed of by Trustee as provided in the Trust

Agreement

The principal of the Trust and any earning therefrom shall be held

separate and apart from other funds of the Bank and shall be used

exclusively for The uses and purposes of the Executive No part of the

Trust corpus is intended at any time or under any circumstances to revert

to the Bank All deposits so received with the income therefrom and any

other increment thereon shall be held managed and administered by the

Trustee pursuant to the terms of this Trust

IV RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Upon attainment of the Retirement Date the Bank shall pay the Executive an

annual benefit equal to twenty-five percent 25% of the Executives average of

highest three years salary and deferred compensation prior to the Executives

retirement The benefit shall be payable beginning thirty 30 days followin
retirement subject to Subparagraph Ill in equal monthly installments 1/12t

of the annual benefit for one hundred and eighty 180 months However if less

than one hundred and eighty 180 such monthly payments have been made prior

to the death of the Executive the Bank shall continue such monthly payments to

the Beneficiary until the full number of one hundred and eighty 180 monthly

payments have been made

DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Bxecutive should die at any time after the Effective Date of this

Agreement the Executive shall become one hundred percent 100% vested in the

value of the Executives Accrued Liability Retirement Account The benefit shall

be payable in lump sum to the Executives Beneficiary within sixty 60 days of

the Executives death

VI BENEFIT ACCOUNTING
ACCRUED LIABILITY RETIREMENT ACCOUNT

The Bank shall account for this benefit using the regulatory accounting principles

of the Banks primary federal regulator The Bank shall establish an Accrued

Liability Retirement Account for the Executive into which appropriate reserves

shall be accrued

VII VESTING

The Executive shall be entitled to receive ten percent 10% times the number of

full years the Executive has been employed by the Bank from the date of first

service to maximum of one hundred percent 100% at age sixty 60
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VIII TERMINATION PRIOR TO NORMAL RETIREMENT AGE

Subject to Subparagraph IX in the event that the active employment of the

Executive shall terminate prior to retirement by the Executives voluntary action

then this Agreement shall terminate upon the date of such termination of

employment The Bank shall pay to the Executive an amount of money equal to

the balance of Executives Accrued Liability Retirement Account on the date of

Separation from Service multiplied by Executives cumulative vested percentage

as set forth in Paragraph VII hereinabove The payments are to begin thirty 30
days following the Executives Separation from Service This benefit shall be

paid in ten 10 equal annual installments without interest

Subject to Subparagraph IX in the event that the active employment of the

Executive shall terminate prior to retirement as provided in Paragraph III

due to the Executives discharge by the Bank without cause then this Agreement

shall terminate upon the date of such termination of employment The Bank shall

pay to the Executive an amount of money equal to the accrued balance of

Executives liability retirement account at termination These payments shall

begin thirty 30 days fbllowing Separation from Service This benefit shall be

paid in ten 10 equal annual installments with interest equal to the average of

Federal funds rate for the twelve months immediately preceding the

Executives Separation from Service

In the event the Executives death should occur after such severance but prior to

the completion of the annual payments provided for in this paragraph the Bank

shall continue to pay annual installments to the Beneficiary until the full number

often 10 annual payments have been made

IX DISCHARGE FOR CAUSE

Not withstanding anything to the contrary in the event the Executive shall be

fllschargedforCauseatany_thneihiaAgrecment shall terminate and all benefits

provided herein shall be forfeited

DISABILITY OR DISABLED

In the event that there Is finding of any qualified period of Disability for the

Executive the Bank will deposit into the Contingent Disability Trust hereafter

Trust and attached as Exhibit for the Executive an amount equal to the

Accrued Liability Retirement Account established on the Executives behalf

pursuant to this Agreement No other benefits will be owed to the Executive

under this Agreement during the period of Disability

The Trust shall be an unfunded Trust until such time that the Executive is deemed

Disabled as previously defined
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If the Executive is Disabled on the date the Executive reaches Normal Retirement

Age this Agreement shall automatically terminate and the Executive shall not be

entitled to any further benefits under this Agreement

If the period of Disability ends prior to Normal Retirement Age and the Executive

returns to active employment with the Bank the Bank will pay the Executive

reduced retirement benefit amount The retirement benefit amount shall be

reduced by the twenty 20 year annual annuity that would be payable from the

Trust assuming the trust assets earned on net of four percent 4% annually

starting from the date of the existence of said Trust

XI NON-COMPETE

The payment of benefits under this Agreement shall be contingent upon the

Executives not engaging in my activity that directly or indirectly competes with

the Banks interests within twenty-five 25 miles of any physical office of the

Bank existing at the time of Executives retirement or voluntary termination This

provision shall last for three years from termination of employment

However this provision shall not apply in the event of Change In Control as

defined In Subparagraph 111B

XLI CHANGE IN CONTROL

Upon Change In Control the Executive shall become one hundred percent

100% vested in the Retirement Benefit The Executive shall receive the

Retirement Benefit as if the Executive had been continuously employed by the

Bank until the Executives Normal Retirement Age Such benefit shall be paid in

lump sum within thirty 30 days following the Change in Control

XIII MISCELLANEOUS

________A._ ALienbilitv and Assignment Prohlbition

Neither the Executive nor any other Beneficiary under this Agreement
shall have any power or right to transfer assign anticipate bypothecate

mortgage commute modify or otherwise encumber in advance any of the

benefits payable hereunder without prior approval of the Bank nor shall

any of said benefits be subject to seizure for the payment of any debts

judgments alimony or separate maintenance owed by the Executive or the

Executives Beneficiary nor be transferable by operation of law in the

event of bankruptcy insolvency or otherwise In the event the Executive

or any Beneficiary attempts assignment commutation hypothecation

transfer or disposal of the benefits hereunder such attempt shall be void

and have no effect and shaLl not be recognized by the Bank
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Amendment or Revocation

It is agreed by and between the parties hereto that during the lifetime of

the Executive this Agreement may be amended or revoked at any lime or

times in whole or in part by the mutual written consent of the Executive

and the Bank Any such amendment shall not be effective to decrease or

restrict any Executives accrued benefit under this Agreement determined

as of the date of amendment unless agreed to in writing by the Executive

and provided flirther no amendment shall be made or if made shall be

effective if such amendment would cause the Agreement to violate

Internal Revenue Code Section 409A

Applicable Law

The validity and interpretation of this Agreement shall be governed by the

laws of the State where the principal corporate office of the Bank is

located

Binding Obligation of the Bank and any Successor ininterest

The Bank shall not merge or consolidate into or with another bank or sell

substantially all of its assets to another bank firm or person until such

bank firm or person expressly agree in writing to assume and discharge

the duties and obligations of the Bank under this Agreement This

Agreement shall be binding upon the parties hereto their successors

beneficiaries heirs and personal representatives

cder

Whenever in this Agreement words are used in the masculine or neutral

gender they shall be read and construed as in the masculine feminine or

neutral gender whenever they should so appJy ___________________-

Headings

Headings and subheadings in this Agreement are inserted for reference

and convenience only and shall not be deemed part of this Agreement

Not Contract of Enmlovment

This Agreement shall not be deemed to constitute contract of

employment between the parties hereto nor shall any provision hereof

restrict the right of the Bank to discharge the Executive or restrict the

right of the Executive to terminate employment

ii Opportunity to Consult with Independent Advisors
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If any term provision covenant or condition of this Agreement is

determined by an arbitrator or court as the case may be to be invalid

void or unenforceable such determination shall not render any other term

provision covenant or condition invalid void or unenforceable and the

Agreement shall remain in full force and effect notwithstanding such

partial invalidity

Permiss1kleAcceleraton Pxovisioj

Under Treasury Regulation Section .409A-3j4 payment of deferred

compensation may not be accelerated except as provided in regulations by

the Internal Revenue Code This Agreement allows alt permissible

payment accelerations under .409A-3j4 that include but are not

limited to payments necessary to comply with domestic relations order

payments necessary to comply with certain conflict of Interest rules

payments intended to pay employment taxes and other pennissible

payments are allowed as permitted by statute or regulation

$ulseqent Changes to Time and Form ofaymcnt

The Bank may permit subsequent changes to the time and form of

payment upon mutual agreement of the Bank and the Executive Any

such change shall be considered made only when it becomes irrevocable

under the terms of the Agreement Any subsequent time and form of

payment changes will be considered irrevocable not later than thirty 30
days following acceptance of the change by the Plan Administrator

subject to the following rules

the subsequent change may not take effect until at least twelve 12
months after the date on which the change Is made

the payment ccpt in the case of death disability or

unforesecable emergency upon which the change is made is

deferred for period of not less than five years from the date

such payment would otherwise have been paid and

in the case of payment made at specified time the change must

be made not less than twelve 12 months before the date the

payment Is scheduled to be paid

Tax Withholdina

The Bank shall withhold any taxes that are required to be withhold from

the benefits provided under this Agreement The Executive acknowledges

that the Banks sole liability regarding taxes is to forward any amounts

withheld to the appropriate taxing authorityies
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XIV ADMINISTRATIVE AND CLAIMS PROCEDURES

elan Adrninistrat9r

The Plan Administrator of this Agreement shall be The Lyons National

Bank As Plan Administrator the Bank shall be responsible for the

management control and administration of the Agreement The Plan

Administrator may delegate to others certain aspects of the management

and operation responsibilities of the Agreement including the employment

of advisors and the delegation of ministerial duties to qualified

individuals

Claims Proedure

Fiin Claim for Benefits

Any insured Beneficiary or other individual Claimant entitled

to benefits under this Agreement will file claim request with the

Plan Administrator The Plan Administrator will upon written

request of Claimant make available copies of all forms and

instructions necessary to file claim for benefits or advise the

Claimant where such forms and instructions may be obtained If

the claim relates to disability benefits then the Plan Administrator

shall designate sub-committee to conduct the initial review ofthe

claim and applicable references bet ow to the Plan Administrator

shall mean such sub-committee

Denial of ClIm

claim for benefits under this Agreement will be denied if the

Bank determines that the Claimant is not entitled to receive

benefits under the Agreement Notice of denial shall be furnished

the Claimant within reasonable period of time after receipt of the

claim for benefits by the Plan Administrator This time period

shall not exceed more than ninety 90 days after the receipt of the

properly submitted claim In the event that the claim for benefits

pertains to disability the Plan Administrator shall provide written

notice within forty-five 45 days However if the Plan

Administrator determines In its discretion that an extension of

time for processing the claim is required such extension shall not

exceed an additional ninety 90 days In the ease of claim for

disability benefits the forty-five 45 day review period may be

extended for up to thirty 30 days if necessary due to

circumstances beyond the Plan Administrators control and for an

additional thIrty 30 days if necessary Any extension notice

10
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shall indicate the special circumstances requiring an extension of

time and the date by which the Plan Administrator expects to

render the determination on review

Content of Notice

The Plan Administrator shall provide written notice to every

Claimant who is denied claim for benefits which notice shall set

forth the following

The specific reason or reasons for the denial

Ii Specific reference to pertinent Agreement provisions on

which the denial is based

iii description of any additional material or information

necessary for the Claimant to perfect the claim and any

explanation of why such material or information is

necessary and

iv Any other information required by applicable regulations

including with respect to disability benefits

Review Procedure

The purpose of the Review Procedure is to provide method by

which Claimant may have reasonable opportunity to appeal

denial of claim to the Plan Administrator for full and fair

review The Claimant or his duly authorized representative may

Request review upon written application to the Plan

Administratoi Application for review must be made within

_________ sixty 60 days of receipt of written notice of denial of

ólaim If the denial of claim pertains to disability

application for review must be made within one hundred

eighty 180 days of receipt of written notice of the denial

of claim

ii Review and copy free of charge pertinent Agreenient

documents records and other information relevant to the

Claimants claim for benefits

iii Submit issues and concerns in writing as well as

documents records and other information relating to the

claim

Decision on Review

11
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decision on review of denied claim shall be made in the

following manner

The Plan Administrator may in its sole discretion hold

hearing on the denied claim If the Claimants initial claim

is for disability benefits any review of denied claim shall

be made by members of the Plan Administrator other than

the original decision makers and such persons shall not

be subordinate of the original decision makers The

decision on review shall be made promptly but generally

not later than sixty 60 days after receipt of the application

for review In the event that the denied claim pertains to

disability such decision shall not be made later than forty-

five 45 days after receipt of the application for review If

the Plan Administrator determines that an extension of time

for processing is required written notice of the extension

shall be furnished to the Claimant prior to the termination

of the initial sixty 60 day period In no event shall the

extension exceed period of sIxty 60 days from the end

of the initial period In the event the denied claim pertains

to disability written notice of such extension shall be

furnished to the Claimant prior to the termination of the

initial forty-five 45 day period In no event shall the

extension exceed period of thirty 30 days from the end

of the Initial period The extension notice shall indicate the

special circumStances requiring an extension of time and

the date by which the Plan Administrator expects to render

the determination on review

ii The decision on review shall be in writing and shall include

specific reasons for the decision written in an

understandable manner with specific references to the

pertinent Agreement provisions upon which the decision is

based

iii The review will take into account all comments

documents records and other information submitted by the

Claimant relating to the claim without regard to whether

such information was submitted or considered in the initial

benefit determination Additional considerations shall be

required in the case of claim for disability benefits For

example the claim will be reviewed without deference to

the initial adverse benefits determination and if the initial

adverse benefit determination was based in whole or in part

on medical judgment the Plan Administrator will consult

12
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with health care professional with appropriate training

and experience in the fiel4 of medicine involving the

medical judgment The health care professional who is

consulted on appeal will not be the same individual who

was consulted during the initial determination or the

subordinate of such individual If the Plan Administrator

obtained the advice of medical or vocational experts
in

making the initial adverse benefits determination

regardless of whether the advice was relied upon the Plan

Administrator will identify such experts

iv The decision on review will include statement that the

Claimant is entitled to receive upon request and free of

charge reasonable access to and copies of all documents

records or other Information relevant to the Claimants

claim for benefits

Exhaustion of Remedies

Claimant must follow the claims review procedures under this

Agreement and exhaust his or her administrative remedies before

taking any further action with respect to claim for benefits

Arbitration

If claimants continue to dispute the benefit denial based upon completed

performance of this Agreement or the meaning and effect of the term8 and

conditions thereof then claimants may submit the dispute to an Arbitrator

for final arbitration The Arbitrator shall be selected by mutual agreement

of the Bank and the claimants The Arbitrator shall operate under any

generally recognized set of arbitration rules The parties hereto agree that

they and their heirs personal representatives successors and assigns shall

be bound by the decision of such Arbitrator with respect to any

controversy properly submitted to it for determination

Where dispute arises as to the Banks discharge of the Executive for

cause such dispute shall likewise be submitted to arbitration as above

described and the parties hereto agree to be bound by the decision

thereunder

IN WITNESS WHEREOF the Bank has caused this Agreement to be signed in

its corporate name by Its duly authorized officer and attested by its Secretary and

Executive hereunto set his hand and seal all on the day and year
first above written

13
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THE LYONS NATIONAL BANK
Lyons New York

Sicretary pKOfficer other than Execuo Title

Witness homas Kime

14
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EXHIBIT 6.12

See Attached
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LJFE INSURANCE

ENDORSEMENT METhOD SPLIT DOLLAR PLAN

AGREEMENT

Insurer Massachusetts Mutual Life Insurance Company

Policy Number 0075547

Bank The Lyons National Bank

Insured Stephen DeRaddo

Relationship of Insured to Bank Fxecutivo

Trust
Rabbi Trust for the contive Salary Continuation

Agreeanent Director Pee Continuation Agreement

and The Endorsement Method Split DoUar Plan

Agreement

The respective rights and duties of the Bank and the Insured in the above-referenced

policy
shall be pursuant to the terms set forth below

DEFINITIONS

Refer to the policy
contract for the definition of any terms in this Agreement that

are not defined herein If the definition of terra in the policy is inconsistent with

the definition of term in this Agreement1 then the definition of the term as set

forth in this Agreement shall supersede and replace the definition of the terms as

set forth inthepolicy

II POLiCY TITLE AN1 OWN1jRSWP

Title and ownership shall reside in the Trustee for the Rabbi Trust for the

Bxecutive Salary Continuathfl Agróenicnt Director Fee Continuation Agreement

and the Endorsement Method Split Dollar Plan Agreement for its use and for the

use of the Insured all in accordance with this Agreement The Trustee at the

direction of the Bank may to the extent of its interest exercise the right to borrow

or withdraw on the policy
cash values Where the Trustee at the direction of the

Bank and the Insured or assignee with the consent of the insured mutually agree

to exercise the right to increase the coverage under the subject Beneficiary

.-
Designation Agreement then in such event the rights

duties and benefits of the
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parties to such increased coverage shall continue to be subject to the trms of this

Agreement

It BENEFICIARY DESIGNATION EIGRTS

The Insured or assignee shall have the iight and power to designate beneficiary

or beneficiaries to receivç the Insureds share of the proceeds payable upon the

death of the Insured and to elect and change payment option fix such

beneficiary subject to any right or interest the Trustee at the direction of the Bank

or the Trust may have in such proceeds as provided in this Agreement

IV PREMIUM PAYMENT METUOD

Subject to the Banks absolute right to surrender or terminate the policy at any

time and for any reason the Bank or the Trustee at the direction of the Bank shall

pay an amount equal to the planned premiums and any other premiumpayments

that might become necessary to keep the policy in force

TAXABLE BENEFIT

Annually the Insured will receive taxable benefit equal to the imputed value of

insurance as required by the Internal Revenue Service The Bank or its

administrator will report to the Insured the amount of imputed income each year

on Form W-2 or its equivalent

VL DtVISION OF DEATh PRO CEZOS

Subject to Paragraphs VII and IX herein the division the death proceeds of the

policy is as follows

Should the insured be employed by the Bank at the time of death the

Insureds beneficiaryies designated in acoordance with Paragraph III

shall be entitled to an amount equal to three times 3xs the Insureds total

compensation including salary and deferred compensation at the time of

death or Five Hundred Thousand Dollars $500000 whichever is

greater

Should the Insured be retired from the Bank or terminated from the Bank

due to disability at the time of death the Insigeds boneficiaryies

designated in accordance with Paragraph Ill shall be entitled to an amount

equal to three times 3xs the Insureds total compensation including

salary and deferred compensation at the time of said termination or Five

Hundred Thousand Dollars $500000 whichever is greater
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Should the Insured not be employed by the Bank for reasons other than

retirement or diability at the time of the Insureds death no death benefit

shall be paid

The Bank shall be entitled to the remainder of such proceeds

The Bank and the Insured or assignees shall share in any interest due on

the death proceeds on pro rata basis as the proceeds due each

respectively bears to the total proceeds excluding any such interest

VU DIVISION OF TR CASR SIY1RENDER VALUE OF TIlE POL1CY

The Bank or the Tnist shall at all times be entitled to an amount equal to the

policys cash value as that term is defined in the policy contract less any policy

loans and unpaid interest or cash withdrawals previously incurred by the Bank or

the Tmstee at the direction of the Bank and any applicable surrender charges

Such cash value shall be determined as of the date of surrender or death as the

case may be

VBX BXGRTS OF PARTIES WBXRE POLICY ENDOWMENT OR ANNUITY
ELECTION EXISTS

In the event the
policy involves an endowment or annuity element the Banks or

the Trust right and interest in any endowment proceeds or annuity benefits on

expiration of the deferment period shalt be determined under the provisions of

this Agreement by regarding such endowment proceeds or the commuted value of

such annuity benefits as the policys cash value Such endowment proceeds or

annuity benefits shall be considered to be like death proceeds for the purposes of

dIvision under this Agreement

IX TERMATJON OF AGREEMENT

ThIs Agreement shail terminate upon the occurrence of any one of the

following

This Agreement terminates at the earlier of age seventy 70 or

tesmination of employment

The insured shall be discharged from employment with the Bank

for cause Tlió term for caiso shall mean any of the following

that result in an adverse effect on the Bank gross negligence or

gross neglect ii the commission of felony or gross

misdemeanor involving fraud or dishonesty iii the willful

violation of any law rule or regulation other than traffic

violation or similar offense that has negative impact on tle
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Bank iv an intentional failure to perform stated duties or

breach of fiduciary duty involving personal profit

Voluntary or involuntary termination of employment by the

Executive or

Except as provided above this Agreement shall terminate upon

distribution of the death benefit proceeds in accordance with Paragraph Vi

above

INSUREDS OR ASSIGNEES ASSIGNMENT RIGRTS

The Insured may not without the written consent of the Bank or the Trustee at the

direction of the Bank assign to any individual trust or other organization any

right title or interest In the subject policy nor any rights options privileges or

duties created under this Agreement

XL AREEMNT BINDING IJIPON TifE PARTIES

This Agreement shall bind the Insured and the Bank or the Trustee at the direction

of the Bank their heirs successors personal representatives and assigns

XU ADMINISTRATIVE AND CLAIMS PROVISIONS

The following provisions are part of this Agreement and are intended to meet the

requirements of the Employee Retirement Income Security Act of 1974

LCERlSA

nMmin1strator

The Plan Adthinistxatof of this Joint Beneficiary Designation Agreement

shall be The Lyons National Bank As Plan Administrator the Bank or

the Trustee at the direction of the Bank shall be responsiblo for the

management control and arministation of this Joint Beneficiary

Designation Agreement as established herein The Plan Administrator

may delegate to others certain aspects
of the management and operation

responsibilities
of the Plan Including the employment of advisors and the

delegation
of any ministerial duties to qualified

individuals

Basis of Pavnient of Benefits

Direct payment by the Insurer is the basis of payment of benefits under

this Agreement with those benefits in turn being based on the payment of

premiums as provided in this Agreement

...---T
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CIajiProced

Claim forms or claim information as to the subject policy can be obtained

by contacling
Benmaric Inc 800-544-6079 When the Plan

Administrator has claim which may be covered under the proyisiotis

described in the insurance policy they should contact the office named

above and they will either complete claim form and forward it to an

authorized representative
of the Insurer or advise the Plan Administrator

what further requirements
are necessaly The Insurer will evaluate and

make decision as to payment If the claim is payable
benefit check

will be issued in accordance with the terms of this Agreement

In the event that claim is not eligible under the policy the Insurer will

notify the Plan Administrator
of the denial pursuant

to the requirements

under the terms of the policy If the Plan Administrator
di8satlsfied with

the denial of the claim and wishes to contest such claim denial they

should contact the office named above and they
will assist in making an

inquiry to the Insurer All objections
to the Insurers actions should be in

writing and submitted to the olce named above for transmittal to the

Insurer

XIII GENDER

Whenever in this Agreement words are used in the masculine or neutral gender

they shall be read and construed as in the masculine feminine or neutral gender

whenever they
should so apply

JNSTJRANCE COMPANY NOT PARTY TO TflIS AGREEMENT

The Insurer shall not be deemed party
to this Agreement but will respect

the

rights
of the parties

as herein developed UOfl receiving an executed copy of this

Agreement Payment or other performance
in accordance with the policy

provisioS shall fully discharge the Insurer from any and all liability

CILANGE OF CONTROL

After Change of Control as set forth herein if the xecutive subsequentlY

suffers Termination of Employment voluntary or rnvo italy except for cause

then the ExecutIveS
bencficiarYies shall be entitled to receive the benefits in

Paragraph Vt as if the Executive had been employed by the Bank at the time

of death Change of Control shall includes change in the ownershiP of the

Holding CompanY change in the effective contror of the Holding CompanY1

or change in the ownershiP of subst8ntial portion
of the assets of the

oldthgCOmPanY as each term is deneCL hereafter
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For purposes of this Agreement change in the ownership of the

Holding Company occurs on the date that any one person or more than

one person acting-as group acquires ownership of stock of the Holding

Company that together with stock held by such person or group of

persona constitutes more than fifty percent 50% of the total.fair market

value or total voting power of the stock of the Holding Company

For purposes of this Agreement change in the effective control of the

Holding Company occurs only on the date that eithor any one persons

or more than one person acting as group acquires or has acquired

during the 12-month period ending on the date of the most recent

acquisition by such person or petons ownership of stock of the Holding

Company possessing thirty five percent 35%or more of the total voting

power of the stock of the Holding Company or majority of members

of the Holding Companys Board of Directors is replaced during 12-

month period by directois whose appointment or election is not endorsed

by majority of the members of the Boani of Directors prior to the date of

the appointment or election

For purposes
of this Agreement change in the ownership of

substantial portion of the assets of the Holding Company occurs on the

date that any one person or more than one person acting as group

acquires or has acquired during the 12-month period ending on the date of

tha most recent acquisition by such person or persons assets from the

Holding Company that have total
gross

fair market value equal to or

more thn forty percent 40% of the tots gross fair market value of all

assets of the Holding Company immediately prior to such acquisition or

acquisitions For purposes of this paragraph gross fair market value

means the value of the assets of the Holding Company or the value of the

assets being disposed of determined without regard to any liabilities

associated with such assets

XVI AMENDMENT OR RIVOCATION Mi EXCHANGE OF POLICY

It is agreed by and between the parties hereto that during tho lifetime of the

Jnsured this Agreement may be amended or revoked at any time or times in

whole or in part by the mutual written consent of the Insured and the Bank

XVII EFFECTIVE DATE

The Effective Date of this Agreement shall be February 282007
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xvmSEVERABILITY AXD INTERPRETATION

If piovisiofl
of this Agreement

is held to be invalid or unenfOrcble the

remaining provisions
shall onetheleas be enforceable according to their terms

Fwther in the event that any provision
is hold to be overbio as written uoh

provision
balI be deemed amended to narrow its application

to the extent

necessary to make the ptovisiOfl
enforceable according to law and enforced as

amended

XIX APPLICABLE LAW

The laws of the State of New Yoric shall govern the validity and interpretatiOn
of

this Agreement

Executed at Lyons1 New York this L.i. day ofl a4 2007

Witness

Witness

TIlE LYONS NATIONAL BANK

Lyona NY
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SCHEDULE TO EXHIBIT 6.12 FORM OF

LIFE INSURANCE ENDORSEMENT METHOD SPLIT DOLLAR PLAN AGREEMENT
BY AND AMONG THE LYONS NATIONAL BANK AND CERTAIN EXECUTIVES

The Life Insurance Endorsement Method Split Dollar Plan Agreement attached as

Exhibit 6.12 is substantially identical in all material respects to the Life Insurance Endorsement

Method Split Dollar Plan Agreement entered into by the Lyons National Bank and the following

additional executive officer except as follows

Name Policy Number

Thomas Kime 0975548

1477830
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EXHIBIT 6.13

See Attached
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EX1ICU11VE SALARY CONTJNUATION AGREEMENT

TIllS AGREEMENT made and entered into this J/ day of

2007 by and between The Lyons National Bank bank organized and

existing under the laws of the United States of America hereinafter referred to as the

Bank and Stephen DeRaddo an Executive of the Bank hereinafter referred to as

the Executive member of select group of management and highly compensated

employees of the Bank

WITNESSETH

WHEREAS the Ilxecutive has been and continues to be valued Executive of

the Bank

WHEREAS the purpose of this Agreement is to further the growth and

development of the Bank by providing the Executive with supplemental retirement

income and thereby encourage the Executives productive efforts on behalf of the Bank

and the Banks shareholders and to align the interests of the Executive and those

shareholders

WHEREAS it is the desire of the Bank and the Executive to enter into thu

Agreement under which the Bank will agree to make certain payments to the Executive at

retirement or the Executives Beneficiary in the event of the Executives death pursuant

to this Agreement

ACCORDINGLY it is intended that the Agreement be unfunded for purposes

of the Employee Retirement Income Security Act of 1974 as amended BRJSA and

not be construed to provide inccme to the pasjieipant or beneficiary under the internal

Revenue Code of 1986 as amended the Code particularly Section 409A of the Code

and guidanceonregulations issued4heraundea prior-toaetua1reeeiptofbenefits and

THEREFORE it is agreed as follows

EFFECTIVE DATE

IL FRINGE BENEFITS

The salary continuation benefits provided by this agreement are granted by the

Bank as fringe benefit to the Executive and are not part of any salary reduction

plan or an arrangement deferring bonus or salary increase The Executive has

no option to take any current payment or bonus in hen of these salary continuation

benefits except as set forth hereinafter
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III DEFINITIONS

fleneflcjy

The Executive shall have the right to name Beneficiary of the Death

Benefit The Executive shall have the right to name such J3eneflciary at

any time prior to the Executives death and submit it to the Plan

Administrator or Plan Administrators representative on the form

provided Once received and acknowledged by the Plan Administrator
the form shall be effective The Executive may change Beneficiary

designation at any time by subniitting new form to the Plan

Administrator Any such change shall follow the same rules as for the

original Beneficiary designation and shall
automatically supersede the

existing Beneficiary form on file with the Plan Administrator

If the Executive dies without valid Beneficiary designation on file with

the Plan Administrator dàth benefits shall be paid to the Executives

estate

If the Plan Administrator detezmnes in its discretion that benefit is to be

paid to minor to person declared incompetent or to person incapable
of handling the disposition of that persons property the Plan

Administrator may direct distribution of such benefit to the guardian legal

representative or person having the care or custody of such minor
incompetent person or incapable person The Plan Administrator may
require proof of incompetence minority or guardianship as it may deem

appropriate prior to distribution of the benefit Any distribution of

benefit shall be distribution for the account of the Executive and the

Beneficiary as the case may be and shall be complete discharge of any

liability under the Agreement for such distxibution amount

Change in Control
-_____ _____

Change in Control shall mean change in ownership or control of the

Bank as defined in Treasury Regulation Section .409A-3i5 or any

subsequently applicable Treasury Regulation

Disability or Disabled

Disability or Disabled shall mean the Executive is unable to engage
in any substantial gainful activity by reason of any medically determinable

physical or mental impairment which can be expected to result in death or

can be expected to last for continuous period of not less than twelve 12
months or ii is by reason of any medically determinable physical or

mental impairment which can be expected to result in death or can be

III 187



expoted to last for continuous period of not less than twelve 12
months receiving income replacement benefits for period of not less

than three months under an accident and health plan covering

ómployees of the Bank Medical determination of Disability may be made
by either the Social Security Administration or by the provider of an

accident or health plan covering Executives of the Bank provided that the
definition of

Disability applied under such Disability insurance programs

complies with the requirements of Section 409A Upon the
request of the

Plan Administrator the Executive must submit proof to the Plan

Administrator of Social
Security Administrations or the providers

determination

Discharge for Cause

The term for cause shall mean any of the following that result in an
adverse effect on the Bank the coinmission of felony or gross
misdemeanor involving fraud or dishonesty ii the willful violation of

any banking law rule or banking regulation other than traffic violation

or similar offense iii an intentional failure to perform stated duties or

iv breach of
fiduciary duty involving personal profit If dispute arises

as to discharge for cause such dispute shall be resolved by arbitration as
set forth in this Agreement

Early Retirement Date

The Executive may retire early provided the Executive has attained age
fifty-five 55 and has been employed by the Bank for twenty 20 full

years from the date of first service

Normal Retirement Agç

Normal Retirement Age shall mean the date on which the Executive
attains age sixty4wo 62

Plan Year

Any reference to Plan Year shall mean calendar year from January
to December 31 In the year of implementation the term Plan Year
shall mean the period from the Effective Date to December of the year
of the Effective Date

Restriction on Timing of Distribution

Notwithstanding any provision of this Agreement to the contrary
distributions to the Executive may not commence earlier than six
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months after the date of Separation from Service as that term is used

tinder Section 409A if pursuant to Internal Revenue Code Section 409A
the Executive is considered specified employee under internal

Revenue Code Section 4161 of the Bank if any stock of the Bank is

publicly traded on an established securities market or otherwise In the

event distribution is delayed pursuant to this paragraph the
originally

scheduled payment shall be delayed for stx months and shall

commence instead on the first day of the seventh month following

Separation from Service If payments are scheduled to be made in

installments the first six months of installment payments shall be

delayed aggregated and paid instead on the first day of the seventh

month after which all installment payments shall be made on their regular

schedule If payment is scheduled to be made in lump sum the lump
payment shall be delayed for six months and instead be made on the

first day of the seventh month

Retirement Date

Retirement Date shall mean the later of the Executives sixtysecond

62h1d birthday February 252022 or Separation from Service

Separation from Service

Separation from Service shall mean the Executive has experienced
termination of employment with the Bank For puiposes of this

Agreement whether termination of employment or service has occurred
is determined based on whether the facts and circumstances indicate that

the Bank and Executive reasonably anticipated that no further services

would be performed after certain date or that the level of bona fide

services the Executive would perform after such date whether as an
Executive or as an independent contractor would permanently decrease to

no more than twenty percent 20% of the average level of bona fide

services performed whether as an Executive or an independent contractor
over the immediately preceding thirty-six 36 month period or the full

period of services to the Bank if the Executive has been providing services

to the Bank less than 36 months pacts and circumtanees to be

considered in making tha determination include but are not limited to
whether the Executive continues to be treated as an Executive for other

purposes such as continuation of salary and
participation in Executive

benefit pmgranis whether similarly situated service providers have been

treated consistently and whether the Executive is permitted and

realistically available to perform services for other service recipients in

the same line of business An Executive will be presumed not to have

separated from service where the level of bona fide services performed
continues at level that is fifty percent 5O% or more of the average level
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of service performed by the Executive during the immediately preceding

thirty-six 36 month period

Contingent Disability Trust attached as Exhibit

The Trust shall remain unfunded until the Executive experiences any

qualifying period of Disability Following any qualifying period of

disability the Trustee shall receive deposits from Mass Mutual in the form

of disbursements made arising out of the disability policy on the Executive

hereafter Contributions The Trustee is also authorized to accept

deposits from the Bank or other sources Any and all deposits made to

the Trust will constitute the Trust Account Account which shall be

held administered and disposed of by Trustee as provided in the Trust

Agreement

The principal of the Trust and any earning therefrom shall be held

separate and apart from other funds of the Bank and shall be used

exclusively for the uses and purposes of the Executive No part of the

Trust corpus is intended at any time or under any circumstances to revert

to the Bank All deposits so received with the income therefrom and any

other increment thereon shall be held managed and administered by the

Trustee pursuant to the terms of this Trust

IV EARLY RETIREMENT

Subject to Subparagraph III upon Separation from Service as previously

defined the Executive shall receive the benefits set fbrth in Paragraph subject

to the vesting stated in Paragraph VIII and based upon the Executives

compensation at said Separation from Service Said Early Retirement benefit

shall be paid thirty 30 days following the Executives
Separation from Service

This benefit shall be paid in ten 10 ea1 annual installments

RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Upon attainment of the Retirement Date the Bank shall pay the Executive an

annual benefit equal to twenty-five percent 25% of the Executives average of

highest three3 years salary and deferred compensation prior to the Executives

retirement The benefit shall be payable beginning thirty 30 days following

retirement subject to Subparagraph III in equal monthly installments 1/12th

the annual benefit for one hundred and eighty 180 months However if less

than one hundred and eighty 180 such monthly payments have been made prior

to the death of the Executive the Bank shall continue such monthly payments to

the Benefioiaxy until the full number of one hundred and eighty 180 monthly

payments have been made
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VI DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Executive should die at any time aer the Effective Date of this

Agreenient the Executive shall become one hundred percent 100%vested in the

value of the Executives Accrued Liability Retirement Account The benefit shall

be payable in lump sum to the Executives Beneficiary within sixty 60 days of

the Executives death

VII EENE1IT ACCOUNTING/
ACCRUED LIABILITY RETIREMENT ACCOUNT

The Bank shall account for this benefit using the regulatory accounting principles

of the Banks primary federal regulator The Bank shall establish an Accrued

Liability Retirement Account for the Executive into which appropriate reserves

shall be accrued

VIII VESTING

The Executive shall be entitled to receive six and sixty seven one hundredths

percent 6.67% times the number of full years the Executive has been employed

by the Bank from the date of this Agreement to maximum of one huiidred

percent 00%

IX TERMINATION PRIOR TO NORMAL RETIREMENT AGE

Subject to Subparagraph in the event that the active employment of the

Executive shall terminate
prior to retirement as provided in Paragraph III by

the Executives voluntary ation then this Agreement shall terminate upon the

date of such termination of employment The Bank shall pay to the Executive an

amount of money equal to the balance of Executives Accrued Liability

Retirement Account on the date of Separation froSenvice_multipliecLby.
Executives cumulative vested percentage as set forth in Paragraph VIII

hereinabove The payments are to begin thirty 30 days following the

Executives Separation from Service This benefit shall be paid in ten 10 equal

annual installments without interest

Subject to Subparagraph in the event that the active employment of the

Executive shall terminate prior to retirement as provided in Paragraph III due

to the Executives discharge by the Bank without cause then this Agiecment shall

terminate upon the date of such termination of employment The Bank shall pay
to the Executive an amount of money equal to the accrued balance of Executives

liability retirement account at termination These payments shall begin thirty 30
days following Separation from Service This benefit shall be paid in ten 10
equal annual installments with interest equal to the average of Federal fluids rate

for the twelve 12 months immediately preceding the Executives Separation
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from Service

In the event the Executives death should occur after such severance but prior to

the completion of the annual payments provided for in this paragraph the Bank
shall continue to pay such annual installments to the Beneficiary until the full

number of ten 10 annual payments have been made

DISCHARGE FOR CAUSE

Not withstaliding anything to the contrary in the event the Executive shall be

Discharged for Cause at any tim this Agreement shall terminate and all benefits

provided herein shall be forfeited

XL DISABILITY OR DISABLED

In the event that there is finding of any qualified period of Disability for the

Executive the Bank will
deposit into the Contingent Disability Trust hereafter

Trust and attached as Exhibit for the Executive an amount equal to the

Accrued Liability Retirement Account established on the Executives behalf

pursuant to this Agreement No other benefits will be owed to the Executive

under this Agreement during the period of Disability

The Trust shall be an unfunded Trust until such time that the Executive is deemed
Disabled as previously defined

If the Executive is Disabled on the date the Executive reaches Normal Retirement

Age this Agreement shall automatically terminate and the Executive shall not be

entitled to any further benefits under this Agreement

If the period of Disability ends prior to Normal Retirement Age and the Executive

returns-to--active--employ pay the Bxective
reduced retirement benefit amount The retirement benefit amount shall be

reduced by the twenty 20 year annual annuity that would be payable from the

Trust assuming the trust assets earned on net of four percent 4% annually

starting from the date of the existence of said Trust

XII NON-COMPETE

The payment of benefits under this Agreement shall be contingent upon the

Bxectives not engaging in any acthity that directly or indirectly competes with
the Banks interests within twenty-five 25 miles of any physical office of the

Bank existing at the time of Executives retirement or voluntary termination This

provision shall last for three
years from termination of employment However

this provision shall not apply in the evel3t of Change in Control as defined in

Subparagraph Ill
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xiii ChANGE IN CONTROL

Upon Change in Control the Executive shall become one hundred
percent

100% vested in the Retirement Benefit The Executive shall receive the

Retirement Benefit as if the Executive had been continuously employed by the

Bank until the Executives Normal Retirement Age Such benefit shall be paid in

lump sum within thirty 30 days following the Change in ControL

XIV MISCELLANEOUS

Alienability and Assignment Prohibition

Neither the Executive nor any other Beneficiary under this Agreement
shall have any power or right to transfer assign anticipate hypothecate

mortgage commute modify or otherwise encumber in advance any of the

benefits payable hereunder without prior approval of the Bank nor shall

any of said benefits be subject to seizure for the payment of any debts

judgments alimony or separate maintenance owed by the Executive or the

Executives Beneficiary nor be transferable by operation of law in the

event of bankruptcy insolvency or otherwise In the event the Executive

01 any Beneficiary attempts assignment commutation hypothecation
transfer or disposal of the benefits hereunder such attempt shall be void

and have no effect and shall not be recognized by the Bank

Amendment or Kevocation

It is agreed by and between the parties hereto that during the lifetime of

the Executive this Agreement may be amended or revoked at any time or

times in whole or in part by the mutual written consent of the Executive

and the Bank Any such amendment shall not be effective to decrease or

restrict any Executives accrued benefit under this Agreement determined

as of the date of amendment unless agreed to in writing by the Executive
and provided further no amendment shall be made or if made shall be

effbctive if such amendment would cause the Agreement to violate

Internal Revenue Code Section 409A

ApiJjcable Law

The validity and interpretation of this Agreement shall be governed by the

laws of the State where the principal corporate office of the Bank is

located
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Bind mA Obligation of the Bank and any Successor in Interest

The Bank shall not merge or consolidate into or with another bank or sell

substantially all of its assets to another bank firm or person until such

bank finn or person expressly agree in writing to assume and discharge
the duties and obligations of the Bank under this Agreement This

Agreement shall be binding upon the parties hereto their successors
beneficiaries heirs and personal representatives

Gender

Whenever in this Agreement words are used in the masculine or neutral

gender they shall be read and construed as in the masculine feminine or

neutral gender whenever they should so apply

Headings

Headings and subheadings in this Agreement are inserted for reference and

convenience only and shall not be deemed
part of this Agreement

Not Contract of Employment

This Agreement shall not be deemed to constitute contract of

employment between the parties hereto nor shall any provision hereof

restrict the right of the Bank to discharge the Executive or restrict the

right of the Executive to terminateemployment

Opportunity to Consult with Independent Advisors

If any term provision covenant or condition of this Agreement is

determined by an ar rator or courtas the casemay_.beto_b.jnyaljd
void or unenforceable such determination shall not render any other tenn
provision covenant or condition invalid void or unenforceable and the

Agreement shall remain in full force and effect notwithstanding such

partial invalidity

Permissible AcceLeration Provision

Under Treasury Regulation Section l.409A-3j4 payment of deferred

compensation may not be accelerated except as provided in
regulations by

the Internal Revenue Code This Agreement allows all permissible

payment accelerations under .409A-3U4 that include but are not
limited to payments necessary to comply with domestic relations order

payments necessary to comply with certain conflict of interest rules
payments intended to pay employment taxes and other permissible
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payments are allowed as permitted by statute or regulation

Subsequent Changes to Time and Form Qf Payment

The Bank may permit subsequent changes to the time and form of

payment Any such change shall be considered made only when it

becomes irrevocable under the terms of the Agreement Any subsequent
time and form of payment changes will be considered irrevocable not later

than thirty 30 days following acceptance of the change by the Plan

Administrator subject to the following rules

the subsequent change may not take effect until at least twelve 12
months after the date on which the change is made

the payment except in the case of death disability or

unforeseeable emergency upon which the change is made is

deferred for period of not less than five
years from the date

such payment would otherwise have been paid and

in the case of payment made at specified time the change must
be made not less than twelve 12 months before the date the

payment is scheduled to be paid

Tax Withholding

The Bank shall withhold any taxes that are required to be withheld from
the benefits provided under this Agreement The Executive acknowledges
that the Banks sole liability regarding taxes is to forward any amounts
withheld to the appropriate taxing authorityies

XV ADMINISTRATIVE AND CLAiMS PROCEDURES

Plan Administrator

The Plan Administrator of this Agreement shall be The Lyons National

Bank As Plan Administrator the Bank shall be
responsible for the

management control and administration of the Agreement The Plan

Administrator may delegate to others certain aspects of the management
and operation responsibilities of the Agreement including the employment
of advisors and the delegation of ministerial duties to qualified

individuals

Claims Procedure

jijngpCLaim for Benefits

10
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Any insured Beneficiary or other individual Claimant entitled

to benefits under this Agreement will file claim request with the

Plan Administrator The Plan Administrator will upon written

request of Claimant make available copies of all forms and

instructions necessary to file claim for benefits or advise the

Claimant where such forms and instructions may be obtained if

the claim relates to disability benefits then the Plan Administrator

shall designate sub-committee to conduct the initial review of the

claim and applicable references below to the Plan Administrator

shall mean such sub-committee

Denial of Claim

claim for benefits under this Agreement will be denied if the

Bank determines that the Claimant is not entitled to receive

benefits under the Agreement Notice of denial shall be furnished

the Claimant within reasonable period of time after receipt of the

claim for benefits by the Plan Administrator This time period

shall not exceed more than ninety 90 days after the receipt of the

properly submitted claim In the event that the claim for benefits

pertains to disability the Plan Administrator shall provide written

notice within fbrty-five 45 days However if the Plan

Administrator determines in its discretion that an extension of

time for processing the claim is required such extension shall not

exceed an additional ninety 90 days In the case of claim for

disability benefits the forty-five 45 day review period may be

extended for up to thirty 30 days if necessary due to

circumstances beyond the Plan Administrators control and for an

additional thirty 30 days if necessary Any extension notice

shall indicate the special circumstances requiring an extension of

time and the date by which the Plan Administrator expects to

render the determination on review

Content of Notice

The Plan Administrator shall provide written notice to every

Claimant who is denied claim for benefits which notice shall set

forth the following

The specific reason or reasons for the denial

ii Specific reference to pertinent Agreement provisions on

which the denial is based

iii description of any additional material or information

11
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necessary for the Claimant to perfect the claim and any

explanation of why such material or information is

necessary and

iv Any other information
required by applicable regulations

including with respeit to disability benefits

Review Procedure

The purpose of the Review Procedure is to provide method by
which Claimant may have reasonable opportunity to appeal
denial of claim to the Plan Admipisfrator for full and fair

review The Claimant or his duly authorized representative may

Request review upon written application to the Plan

Administrdtor Application for review must be made within

sixty 60 days of receipt of written notice of denial of

claim If the denial of claim
pertains to disability

application for review must be made within one hundred

eighty 180 days of receipt of written notice of the denial

of claim

ii Review and copy free of charge pertinent Agreement
documents records and other infonnation relevant to the

Claimants claim for benefits

iii Submit issues and concerns in writing as well as

documents records and other information
relating to the

claim

Decisiçn on Review

decision on review of denied olaim shall be made in the

following manner

The Plan Administrator may in its sole discretion hold

hearing on the denied claim If the Claimants initial claim
is for

disability benefits any review of denied claim shall

be made by members of the Plan Administrator other than

the original decision makers and such persons shall not

be subordinate of the original decision makers The
decision on review shaLl be made promptly but generally

not later than sixty 60 days after
receipt of the application

for review In the event that the denied claim pertains to

disability such decision shall not be made later than
forty-

12
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five 45 days after receipt of the application for review If

the Plan Administrator determines that an extension of time

for processing is required written notice of the extension

shall be furnished to the Claimant prior to the termination

of the initial sixty 60 day period In no event shall the

extension exceed period of sixty 60 days from the end

of the initial period In the event the denied claim pertains

to disability written notice of such extension shall be

furnished to the Claimant prior to the tennination of the

initial forty-five 45 day period In no event shall the

extension exceed period of thirty 30 days from the end

of the initial period The extension notice shall indicate the

special circumstances requiring an extension of time and

the date by which the Plan Administrator expects to render

the detenniriation on review

ii The decision on review shall be in
writing and shall include

specific reasons for the decision written in an

understandable manner with specific references to the

pertinent Agreement provisions upon which the decision is

based

iii The review will take into account all comments
documents records and other information submitted by the

Claimant relating to the claim without regard to whether

such information was submitted or considered in the initial

benefit determination Additional considerations shall be

required in the case of claim for disability benefits For

example the claim will be reviewed without deference to

the initial adverse benefits determination and if the initial

adverse benefit determination was based in whole or in parL

on medical judgment the Plan Administrator will consult

with health care professional with appropriate training

and experience in the field of medicine involving the

medicaL judgment The health care professional who is

consulted on appeal will not be the same individual who

was consulted during the initial determination or the

subordinate of such individual If the Plan Administrator

obtained the advice of medical or vocational experts in

making the initial adverse benefits determination

regardless of whether the advice was relied upon the Plan

Administrator will
identify such experts

iv The decision on review will include statement that the

Claimant is entitled to receive upon request and free of

13
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charge reasonable access to and
copies of all documents

records or other information relevant to the Claimants

claim for benefits

Exhaustion of Remedies

Claimant must follow the claims review procedures under this

Agreement and exhaust his or her administrative remedies before

taking any further action with respect to claim for benefits

Arbitration

If claimants continue to dispute the benefit denial based upon completed

performance of this Agreement or the meaning and effect of the terms and

conditions thereof then claimants may submit the dispute to an Arbitrator

for final arbitration The Arbitrator shall be selected by mutual agreement

of the Bank and the claimants The Arbitrator shall operate under any

generally recognized set of arbitration nmles The parties hereto agree that

they and their heirs personal representatives successors and assigns shall

be bound by the decision of such Arbitrator with
respect to any

controversy properly submitted to it for detmination

Wlere dispute arises as to the Banks discharge of the Executive for

cause such dispute shalE likewise be submitted to arbitration as above

described and the parties hereto agree to be bound by the decision

thereunder

IN WITNESS WHEREOF the Bank has caused this Agreement to be signed in

its corporate name by its duiy authorized officer and attested by its Secretary and

Executive hereunto set his hand and seal all on the dayyear first above written

TilE LYONS NATIONAL BANK
Lyons New York

Secretary

Witness Stephen DeRaddo

14
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EXHIBIT 6.14

See Attached
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AMENDMENT

To the Deferred Compensation Agreement for Thomas Kime

THIS AMENDMENT made and entered into this 1St day of January 2008 by and

between The Lyons National Bank bank organized and existing under the laws of the

United States of America hereinafter referred to as the Bank and Thomas Kime
an Executive of the Bank hereinafter referred to as the Executive shall effectively

amend the Lyons National Bank Deferred Compensation Agreement effective January
2008 hereinafter referred to as the Agreement as specifically set forth herein

Pursuant to number three of the Agreement page the Bank and the Executive

herby adopt the following

In December of 2007 the Compensation Committee of the Board of Directors approved
to increase the annual Deferred Compensation payment to the Executive from Ten
Thousand Dollars $10000 to Fifteen Thousand Dollars $15000 to be effective

January 2008

Number three of the Agreement shall now read

Deferred Comiensation Payments During the Executives period of employment with
the Company following execution of this Agreement the Company shall make an annual

payment to separate account maintained for the Executive The annual payment to

Executive shall be Fifteen Thousand Dollars $15OOO the Payment The Payment
shall be invested in the common stock of the Holding Company if dividend is paid on
the shares credited to the Executives separate account the Executives

separate account
shall be credited with such dividend the Dividend which together with the Payment
shall hereinafter be referred to as the Benefit which dividend shall be reinvested in the

common stock of the Holding Company except that no fractional shares shall be credited

to the Executives
separate account The price per share for all shares of the Holding

Company purchased by the Company for the benefit of Executive shall be the average of

the daily closing price of the stock for each day within the past quarter The closing price

on Fridays will be used to determine the closing price for Saturdays and Sundays and the

closing price on the last business day before holiday that results in the closure of the

financial markets will be used to determine the closing price for that holiday

This Amendment shall be effective the 1St day of January 2008 To the extent that any
term provision or paragraph of the Agreement is not specifically amended herein or in

any other amendment thereto said term provision or paragraph shall remain in full force

and effect as set forth in said Agreement
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IN WITNESS WHEREOF the parties hereto acknowledge that each has carefully read

this Amendment and executed the original thereof on the first day set forth hereinabove

and that upon execution each has received conforming copy

THE LYONS NATIONAL BANK
Lyons New York

COMPANY By _____________________
Name James Santelli

Title Chair Compensation Committee

HOLDING COMPANY LYONS BANCORP INC

By ________________________
Name James Santelli

Title Chair Compensation Committee

EXECUTIVE _____________________
Thomas Kime
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EXHIBIT 6.15

See Attached
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TIlE LYONS NATIONAL BANK
8UPPLEMNTAL EXECUTIVE .BTUWM13NT AORRBMBNT

SUPPLEMENTAL

ALBK
iT AGREIMENT

THIS SUPPLEMENTAL EXECUTIVE EETJ1UMENr AORi3MENT A8rm1t
made end enteie4 late tht day of 2009 btwen THE LYONS NATIONAL

BANK 93ank bank located in Lyons Ne York and DIANA JO$ON EXU1VO

Artkle 1- U.neflta Tb.s

Th fbllowing tables doAcrth the benefits available to the ReouIiye or the Bxornt1vua

Beneficiary upon th ocureno of certain ev8ntL Capitalized tom have thi meanings gIven

thorn In Ardute Bxoept for death each biief1t dusorlbed Ia In lien of any other bftt heren

Table As 1et1r.a.t nt
4ormI Met1riisnt Ago RA 62

follwing Nonn1 twsity41ve proeuL 5%of 1nstallmnts following epirdun Mon Service

Rtirmont Ago Thostivoe average
of DuratIon 180 monthly cotIn

ldghst1bmo years
1nsta1Lnnt

compendIon aJay nd
detbwed oompnaion prior

t1neftts Tables confirmed on following pge3
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VouIdm paratton Ved%ufMtd Atunud Pmd bsim 30day

from fervloo UatilKy Uaine of 1ngtol1om1 1b1lowtn Spuafto Oimi rvIoe

epatlon from 8ervlo No ntro Durat1on 10 ymri ertain

vot1ng at 10% 11mm 11w

rnrnor of MI ycam tho

Exeouttvehm bain mp1oyod

by the kthwelwiumy

0Q 1100% inaidmwnl

rnvo1un b0I
from Service of Separation from Service inateilmonta tbflowbg Supatatlea from Service

clntorut emdlted Durntlcn tO years certain

at the average

Federal bnde

rate tbr the

twilvo 12
montin

Inuiuidletely

preceding

Separation from

Cka31gnCooI Ve1ueofth1PNb1eA Lump sum

fat win Chmm eta

Disabillij Acorand LlÆbftity flatanco as Lump sum Payment sJ gin 30 aye

-____ 1dofblIi

Table Cr Death Ikostit

Death while actIvely tO 14 of the Aceru Lump sum Poymuntfsj begin to fleacflc1w

employed Ua11Ittl Batence as of date Within 60 days following

otdnatb so Iv odeeth

iiiijiusteUii.nt ii glUmeni Monthly or Payments to Ben clary cutInuc

payout of benefit under peymenta if any under Tabl Annua on same schedule as ifThcecuttve

Tables orB orL Instaflrnonts as hdJLverLpe
ArItalo 2- Purpose

The parpuse of this Agreement Is to tWther the Browth and development of the Bank by

providing Bxeoulive with supplemental retirement 1ncome and thereby encourage llxecuttvoe

productive ebrts on behalf of the Bunk and the Banks abazohotdere and to aflm the interests of

the Executive and those shnrnhotders The Bum promises to make ucrtuhr payments to the

ParUcipaIt or the Prticlpants Bnfloiary1 at refttontont death or upon some other qualifYing

event pursuant to the terms of this Agreorncnt

ArtIcle Doftultlons mmd Construction

it is intended that this Agreement comply and be cuntud in accordance with Section

4OA of the Intrnl Revenue Code the wCodu It Is also Mtendd that it Agreement be

TUE LYONS NATIONAL BANK
SUPPU1MR1AL BXSCVTZVII p.BTEtSMEWT AORBUMB

Table lb Benefit Available Prior to Retirement
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THE LYONS NATIONAL BANK
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unfunded and maintained for Æleot group of management or highly compensated employees

of the Bank for purposes of the l3rnployeo ketirument Income Security Act of 1974 as amended

NERIBAII and not be construed to provide Income to the Executive or Bonóllelary under Code

prior to actual receipt of benefits

Where the following words and phraes appear In the Agreement they shall have the respective

meanings set forth below unless their context clearly Indicates to the oontraiy

3.1 Accrued Liability Balance shU mean the amount seemed by the Dank to fund the

folur benefit expense associated with this Agreement The Bank chaff accuwit for this

benefit using Generally Accepted Accounting Principles regulatory accounting guidance

of the Banks primary federal regulator and other applicable accounting guidance

Including AlS 12 and PAS 106 Accordingly the Bank shall establish liability

retirement account fbr the Executive Into which appropriate accruals shall be made using

reasonable discount rate whIch 15 at least equal to the Applicable Federal Rate APR
arid which may be adjusted from time to thno

3.2 BeneficIary shall moan the persons designated by the Executive Including the estate

of the Bxecutlvo entitled to benefIt under this Agreement

3.3 Board shall mean the Board otDlraotom of the Bank

3.4 Change In Control shall mean change In ownership or control of the Bank as defined

In Treasury Regulation 1.409A..3l5 or any subsequently applicable published

authority or guidance

3.5 DisabIlity shall mean Executive while actively o3np1oyeI by the Bank La unable to

engage In any substantial gainful activity by reason of any medically determinable

physical or mental impairment which can be expected to result In death or can be

expected to last for continuous period of not Lou than twelve 22 months or It Iv by

reason of any medically detorminable physical or mental impairment which can be

expected to result In death or can be expected to last for continuous period of not less

than twelve 12 months receiving Income replacesnent benefits for period of not lsa

___ than three months under an accident and health plan covering employees of the Bank

Medical determination of Diiibflhtf may be madflIStStr
Administration or by the provider of en accident or hcalth plan covering employees of the

Bank provided that the doflnldon of Disability applied wider such Disability Insurance

program complies with the requirements of Section 409A Upon the request of the Plan

Administrator the Excoutivi must submit proof to the Plan Administrator of Social

Security Administrations or the provklcrs determInatIon

3.6 Effective Date shall mean the date specifIed hereinabove

3.7 Involuntary Separation from Service ihall mean that the Bank terminates Executives

employment at any time bolbre Executive Normal Retirement Ago and ch
tormhmtloti Is not considered Termination for Cause Separation orti Sorvico for

Good Reason will also be troatod as an Involuntary Separation from Service provided

such Separation from Service meets the necessary seth harbor conditions as set forth

under Svetlon 409A of the Code
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Present Vatu shall mean All lump sum distributions under this Plan shall be

discounted to present value usIng
100% of the Applicable Pederal Rates AFR for the

month in which required calculation Is made

3.9 SeparatIon from SerViCe shall moan that the Executive bra retired or otherwise has

tonulnalIon of mploymont with the Bank For
purposes of this Agreement whether

tomilnatlon of employment or service has occurred Is determined based on whether the

Ihets and circumstances Indicate that the Bank and Executive reasonably anticipated that

no further services would be porfarmod after certain date or that the level of buns tide

services the Executive would perform after such date whether as an Executive or as an

Independent contrsotor would permanently decroaao to no more than twenty percent

20%of the average level of bonn fido services perlbrm.d whether as in Executive or

an Independent contractor ovur the Immediately preceding thirty-six 36 month period

or the fall period of services to the Bank If the Executive baa bccn providing services to

the Bank less than 36 months Facts and circumstances to be considered In making this

determination include but are not limited to whether the Excoutiva continues to be

treated as an Executive fat other puipcsos such as continuation of salary end

participation In Executive benefit programs whether slmllady skuatcd service providers

have bean treated consistently and whether the ExecutIve permitted and realistically

available to psrtbrm services far other service recipients In the annie line of business

An Exeoud be presumed not to have separated from service whore the level of

bone tide services performed continues at level that Is fifty percent 50%or more of

the average level of service performed by the Executive during the Immediately

preceding thirty-sIx 36 month period Separation from Service will not be deemed to

have occurred while the Executive is on military leave sick leave or other bonn fide

leave of absence provided Executive has the right to reemployment under an applicable

statute or by contract

3.11 TermInation fur Caned shalt mean any of the Ibilowing that result In an adverse effbot

on the Bank

The commission of folony or gross misdemeanor Involving fraud or dishonesty__b The williW violation of any banking law rule or banking regulation

An Intentional failure to perform stalcddüliee or
-_________

breach of fiduciary duly Involving personal profIt

.11 Voluntary Separation from Srvico shall mean the Executive terminates employment

with the Bank prior to Normal RalIreinent Age for reasons other then death disability

Termination far Cause or Separation from Service following Change In Control

Artisla 4-Beneficiary

4.1 Bqneflolarv Executive bull have the right to name Beneficiary of the death benefit If

any described in ArtIcle herein Excoutive shall have th right to name such

Beneficiary at any time prior to Executives death and submit It to the Plan Administrator

or Plan Administrators representative on the form provided Onco received and

acknowledged by the Plan Administrator the farm shall be eftbctlvo The Executive may

change Benoficlary designation at any time by submitting new form to the Plan
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Administrator Any such change shall follow the same rules as for the original

Beneficiary designation and shell autoruatlosily aupeluedo the existing Beneficiary form

on file with the Plan Administrator

4.2 Failure to Designate Beneficiary If Bxeouth dies without valid Beneficiary

designation on fib with the Plan AdmInIstrator the ExocutLvs surviving spouse If any

shell become the designated Beneficiary It Exconthro baa no surviving apouse death

benefits shall be paid to the personal ropresentailvo of Executives estate

4i Facility of Intr1butlon If the Plan Administrator dotonnince In its discretion that

benefit Is to be paid to minor to person declared incompetent or to person

Incapable of handling the disposition of that persons property the Plan Administrator

may direct distribution of such benefit to the guardian legal representative or person

having the care or custody of such minor Incompetent person or incapable person The

Plan Administrator may require proof of Incompetence minority or guaadianahlp as It

may deem appropriate prior to distribution of th benefit Any distribution of benefit

shall be distribution for th account of the Executive and the Beneficiary as the cue

may be and shall be complete dischrgo of any liability wrdor the Agreement for such

distribution amount

ArtIcle General Umitatlans

3.1 Tornünallon for Cause Notwithstanding any provision of this Agreement to the óontrary

the Bank shall not dlitrlbuto any benefit under this Agreement If ExccullvOs employment

Is terminated for Cause

5.2 Removal Notwithstanding any provision of this Agreement to the contrary the Bank

shall not distribute any benefit under this Agreement If the Executive Is subject to final

removal or prohibition order issued by an appropriate federal banking agency pursuant to

SectIon 8e of the Federal Deposit Insurance Act

ArtIcle 6.- AdmInistration of Agreement

___ 6.1 Plan Adinlaietratqr The Bank shall be the Plan Administrator unlese the Bank appoints ________
committee to be the Plan Mmlrdelrator The J5ankltldjr appohaConunftter

Committee of one or more individuals In the employment of Bank for the purpose
of

discharging the dmlnistrative responsibilities of the Dank wider the Plan The Bank may

remove Committee member for any reason by giving such member tan 10 days

written notice and may thereafter 1W any vacancy time created The Committee shall

represent the Bank In all matters concerning the administration of this Plan provided

however the html authority for all administrative and operational decisions relating to the

Plan remains with the Bank

6.2 $horfty oC Plan AdmIn1slr$i The Plan Mznlnishator shall have foil power and

authority to adopt rules and regulations for the administration of the Plan provided they

are not inconsistent with the provisions of this Plan nd Section 409A of the Code to

Interpret alter amend or revoke any tales and regulations so adopted to enter into

contracts on behalf of the Bank with respect to this Agreement to make discretionary

deoIaIon5 under this Plan to demand satisthotory proof of the occurrence of any event
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that Is condition precedent to the oomincnoenlont of any payment or discharge of any

obligation under tim Plan end to pcsthrm any and all admlnlstraftvo duties under this

Plim

63 Reousul An Individual srvlng as Plan Administrator mar be eligible to participate In

the Plan but such person shall not be entitled to participate In discretionary decisions

under ArtIcle relatIng to snob persons ot Interests in the Plan

6.4 Aaepts In the administration of this Agreement the PIn Administrator may employ

agents and delegate to thorn such administrative duties as It sees fit Including acting

though duly appointed representative and may from time to time oonmdt with counsel

who may be counsel to the Bank

6.5 BindIng Effect of Decisions The decision or action of the Plan Administrator with

respect to any question arising out of or In oonnccilon with the administration

interpretatIon and application of the Agreement and the rules and regulations

promulgated hereunder shall be final and conclusive and binding upon all persons having

any Interest In the Agreement

6.6 ldemnitv of Plan Aditln1atrator The Bank iball IndeJiUIIfy and hold harmless the Plan

MmlnlstrMor and Its agents against any and all claims losses damages expenses or

liabilitIes arising from any action or fidlure to act with respect to this Agrcement except

In the case of willful misconduct by the Plan Administrator

6.7 pnk Information To enable the Plan Administrator to perfonn Its functions the Bank

shall supply full and thuely Information to the Plan Administrator on all matters relating

to the date and circumstances of any event in ggeiing benefit hereunder

6.8 Annml Staement The Plan Mminlatrator shall provide to the Bank on the schedule set

forth In the Administrative Services Contract statement setting furth the bonollts to be

distributed under Ibis Agreement

ArtIcle 7- CIshu And Review Procedure

____11 Claims Procedure An Executive or Beneficiary cimmant who has not received

bcncflts under the Agreement that he or shiblIoves a1iuldbutettibalhnakea

claim for snub benefits as fbllows

7.1.1 InItiation Written C1ahI1 Thu claimant Initiates claim by submitting to the

Plan Administrator written claim for the benefIts

7.1.2 Thnhin of Plan dm1nIattar Response The Plan Administrator shall respond to

such olalment wIthin 90 days after receiving the claim If the Plan Administrator

determines that special olnoulustanocs require
additional time for proosesing the

claim the Plan Mnlnlslrator can extend the response period by an additional 90

day by notIflng the claimant In writing prior to the end of the Initial 90-day

period that an additional period required The notice of extcnaton must sot

forth the special circumstances and the date by which the Plan Administrator

expects to render Its doollon
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7.1.3 NotlcpofDeo1icn If the Plan Administrator denies part or all of the claim the

Plan Administrator shell notIir the claimant In writing of such denial The Plan

MiUIIIIUtratOr shall wilt the notification in manner calculated to be understood

by the cIshnnt The notification shall not forth

The specific reasons for the denial

rotencV to the spo1fio provisions of tim Agreement Ofl which the

denial Is based

description of any additional Infonuatlon or xnatcrial ucoosesay for the

claimant to perfect the claim and an explanation of Why It Ii needed

An explanation of tire Agreements rvlow procedures and the limo limits

applicable to such procedures and

statement of the claimants right to bring civil action under BRISA

SectIon 502a followIng an adverse benefit determination on review

7.2 RevIew Prooeduro- If the Plan Adsnlniilrator denies part or all alike claim the claimant

shall have the opportunity for lull and fair review by the Plan Administrator of the

denial as Ibllowu

7.2.1 inItiation WiIttqn jeqgeat To inMate lire review the claImant1 wIthin 60 days

after receiving the Plan Administrators notice of denial must file with the Plan

Administrator written request for roviuw

7.2.2 MltIQp$ nlIppflnm11çp The claimant shall then have the

opportunity to aubmit written comments documents records and other

Infonnadon relating to the claim The Plan Administrator shall also provIde 1w

claimant upon request and free of charge reasonable access to and copies of all

documents records and other Information eclevunt is defined in applicable

PJSA regulations to the claimants ohdm for benefits

7.2.3 Cosmiderptig on Review In considering the review the Plan Administrator

shall take Into account all materials and lnlbnnatlon the claimant submits relating

to the claim without regard to whether such hrfonnatlon was submitted or

considered In the Initial benefit determination

7.2.4 _______________ The Plan Administrator shall respond In

wilting to such claimant within 61 days after receiving the request for review If

th Plan Administrator determines that spooW circumatancel require additional

time for processing the claim the Plan AdmInIstrator can extend the response

period by an additIonal 60 days by noitf$zig the claimant In wilthr prior to the

nd vi the Initial 60.day period that an additional period requrcd The not1c

of 6xtenilon must act forth the special cIrcumstances and the date by which the

Plan Administrator expects to render Its decision

72.5 Nolico ofDeohlon The Plan Administrator shall iioiitthe claimant In writing of

Its dcç11on on review The Plan Administrator shall write the notlatlon In

manner calculated to be understood by the claimant The notiticatlon eball set

fotib
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The specific reasons for the denial

reibronce to tha spolflc pnwislons of the Agreement on which the

denial Is baeed

statement that the claimant is entitled to receive upon request and free

of oharj reasonable access to and copies ot alt documents records and

other Infbnimtlon relevant as defined In applicable BRISA regulations to

the claimants claim for benefit nd
statement of the claimants right to bring civil action under BIUSA

SectIon 502a

ArtIcleS Amendments and TermInaftom

8.1 ThIs Agreement may be amended or tenninated only by the mutual written consent of tlte

Bank end the Thteoutlve

8.2 bsequent Changes tq Thq and Porm of Payment The Bank may permit subsequent

change to the thus end form of bandit distributions Any such change shall be

considered made only when It becomes Irrevocable wider the terms of the Agreement

Miy change will be considered irrevocable not later than thIrty 30 days following

acceptance of the change by the Plan Administrator suWeot to the following rules

the subsequent delbrral election may not take effect until at least twelve 12
months after the date on which the election Is made
the payment except In the cue of death dlubiUty or unthrosecablo emergency

upon which the subsequent defbrral election La made Is defbrred for period of

not less than five years from the deto such payment would othorwlae have

been paid and

In the case of payment made at specified time the election must be made not

less than twolve 12 months before the date the payment is scheduled to be paid

ArtIcle 9- MIscellaneous

91 Indhg Bct This Agreement shall bind the Bcoutlve and the Bank and their

bcneflolariea survlvorab exscutC mnletmtorsand trsnafbmea

9.2 othwrantee of Emnloyipent This Agreement is not coutiact for employment it

does not give the ExecutIve the right to remain nun emp1oyce of the Bank nor doesit

Intoribre with the Banlcs right to discharge the Executive It also does not require the

Bxecutive to remain an employee nor Interfere with the Executives right to terminate

employment at any time

9.3 Noq.Transferabllitv BnefIs under this Agreement cannot be sold transfbrred

assigned pledged attached or uiiownbersd In any manner

9.4 ax WlbjoldIng The Bank shall withhold any taxes that are required to be withheld

from the benefits provided under this Agreement The Executive acknowledges that the

Bsnks sole liability regarding taxes Is to forward any amounts withheld to the

appropriate taxins autlwrltyIe9
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9.5 ApplIo1qJjw The Agreement and alt rights hereunder shall be govonred by the laws

of The state where the Banks primary corporate headquaitera is located occept to the

extant preempted by the laws of the United States otAmerloe

9.6 Un1cd Arrangpznent The Bxcoullve Is general unsecured creditor of the Bank for

the distribution of benefits under this Agreement The benefits represent the mere

promlacbytheflanktodlstrlbutaauabbeaeflta Thorights to benefit are notaubjectin

any manner to anticipation alienation sale transfer assignment pledge encumbrance

aftWhmenl or gandibinent by creditors My Insurance on the Executives Ijib or other

lnibnnal flmdlng asset is general asset of tho Dank to which the Executive has no

profaned or scoured claim

9.7 ltepnIzat1o The Bank shall not merge or consolidate into or with another bank or

reorganise or sell substantially all of Its assets to anothet bank firm or person unless

snub sucoceding or contlnclng bank finn or parson agrees to asawna and discharge the

obligations of the Bank under this Agreement Upon the occurrence of such event the

term Bank as used in this Agreement shall be deemed to refer to The successor or

survivor bank

9K Entire Aneent This Agreement constitutes the entire agreement between the Bank

and the Executlv as to the subject matter hereof No rights arc granted to the Executive

by virtue of this Agreement other than those specifically set forth herein

9.9 InterpretatIon Wherever the fulfillment of the intent and purpose of this Agreement

requires and the context will permit th use of the masculine gender includes the

feminine and use of the singular Includes the plural

9.10 Ateniatlvc Action In tire vent It shall become impossible for the Bank or 11w Plan

Mminl4trator to perform any act required by this Agreement the Banic or Plan

Admlnistmtor may In Its disorolion perform such alternative act as moat nearly carries out

th Intent and
purpose of this Agreement and lain the bust Interests of the Bunk

9.11 1Ings Article and section headIngs are tbr convenient reference only and shall not

control or afibot the nioanlngorconstructlon
of any of Iti provisions

9.12 YithJty Incise any provision of this Agreement shall be illegal orhwalld for any

reason said Illegality or invalidity ha1t not affoot the remaining pails bcreoZ but this

Agreement shall be construed and enforced as If such illegal and invalid provision has

never been inserted herein

9.13 jot1co Any notice or filing required or pennitteci to be given to lb Beak or Plan

Mmlnlstratvr under this Agreement shall be sidfloiont If In writing and hand-delivered

or seat by registered or ucitlf led mall to the address below

L1onsNationalUank

3SWIlliamStrect

LyonuNY144S9

Suoh notice shall be deemed given as of the date of dollveiy or If delivery Is made by

111-212



Thit LYONS NATIONAL BANK

SUPPLEMBNTAI EXECUTIVB RBTIREMBN AURBRMBNT

mull us of the date shown on the postmark on the receipt thr registration or certification

Any notice or filing required or permitted to be given to the Executive under this

Agreement shall be suMolent If in wilting and band-delivered or sent by miii to the last

known addreu of the Executive

9.14 Opportngltv tp Qonsuh th Ipdepcndcnt Adv1ors The Executive acknowledges that he

hue boon aflbxded the opportunity
to consult with Independent edvisoru of his choosing

hioluding without Umitatlon accountants or tax advisors and counsel regarding both the

benefits granted to him under tire tennu of this Agreasnent and the terms and

conditions which mayaflbct the Executives right to those benefits and personal tax

effects of such benefits Including without limitstlon the cffecti of any federal or state

taxes SectIon 2800 ofIho Code Section 409A of the Code and any ot1 taxes costs

expenses or liabilities whatsoever related to such benefits which In any of the foregoing

instances the Executive acknowledges end agrees shall be the sole responsibility of the

Executive notwithstanding any other term or provision of this Agreement Thu Executive

thither sokeowlodgel and agtves that the Bank shall have no liability whatsoever related

to any such personal tax ciftoti or other personal costs expenses or liabilities ipplicable

totheBxeouflveandfihrthersPeciflcallY WSIVS msehcixeli audhis

or her blra beneficiaries legal representatives agents successor and assign to claim or

assort liability on the purl of the Bank related to the matters described above in Ibis

Section 9.14 The Executive further acknowledges that ho has road understands and

consents to all of the tenna and conditions of this Agreement and that he enters Into this

Agreement with full tmderatandhrg of Its terms and conditions

9.15 Reatdcllonop liming of DiatIbution 8olely to the extent necessary to avoid penalties

under Section 409A distributions under this Agreement may not commence earlier than

aix months after Separation
from Service as daactlbed under the SoparaIlun them

Service provision hr1n lt pursuant to Internal Revenue Code Scotlon 409A the

partWpant hereto Is considered spocifled emp1oyoo of publicly-traded company in

the event distribution is delayed pursuant to this Section the originally scheduled

distribution shall be delayed for six months and shall commence Instead on the first

day of the aeveuth month following Separation from Service If payments are scheduled

______
to bc made In installments the first abi months of Inataibnent payments shell be

diliaggregated

all Installment payments shall be made on theirregular schedule If payment Is aubeduled

to be made In lump sum the lump sum payment shall be delayed for sIx months and

instead be made on the first day of the seventh month

9.16 tain pccleatcd Payments The Bink may make any accelerated distribution

penulealbic under Treasury Regulation 1.409A-3iX4 provided that snob distributions

meets the requirements of Section l.409A-30X4

aIguatures on 1ollowlg page

to
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IN WITNESS WHEREOF the theeut1vc end duly authorized rcpreeonthtlvc of the Bunk bavo

ei5nod tida Agreement us of the date tudjoatud above

EXECUTIVEr BANK

THE LYONS NATIONAL BANK
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AMENDMENT
TO THE LIFE INSURANCE ENDORSEMENT METHOD SPLIT

DOLLAR PLAN AGREEMENT FOR CLAIR BRITT JR

THIS AMENDMENT made and entered into this day ofMi
2009 by and between The Lyons National Bank bank organized and existing under the

laws of the United States of America hereinafter referred to as the Bank and Clair

Britt Jr Executive of the Bank hereir.aJ er referred to as the Executive shall

effectively amend the Lyons National Bank Life Insurance Endorsement Method Split

Dollar Plan Agreement dated September 26 .2001 hereinafter
referred to as the

Agreement as specifically set forthherein Pursuant to Section XVI of the Agreement

the Bank and the Executive hereby adopt the following amendment

Paragraph VI DivisiOn of Death PrOeeds Subparagraph shall be deleted

in its entirety and intentionally left blank

ParagraphVI Division of Death Proceeds Subparagraph shall be amended

to delete the words for reasons other than retirement or disability in their

entirety

This Amendment shall be effective the 27th day of December 2007 To the extent

that any term provision or paragraph of the Agreement is not specifically
amended

herein or in any other amendment thereto said term provision or paragraph shall

remain in full force and effect as set forth in said Agreement

IN WITNESS WHEREOF the parties hereto acknowledge each has

carefully
read this Amendment and executed the

oriin
thereof on the first day set forth

hereinabove thd that upon executiOn Each has received confbrming COPY

THE LYONS NATIONAL BANK

Lyons New York

By

Title __________________

EXECUTIVE

Clair Britt Jr

Insured

III 216



SCHEDULE TO EXHIBIT 6.16 FORM OF
LIFE INSURANCE ENDORSEMENT METhOD SPLIT DOLLAR AGREEMENT

BETWEEN THE LYONS NATIONAL BANK AND CERTAIN EXECTIVE OFFICERS

The Life Insurance Endorsement Method Split Dollar Agreement filed as Exhibit 6.16 is

substantially identical in all material respects to the Life Insurance Endorsement Method Split

Dollar Agreements entered into January 20 2009 by The Lyons National Bank and the

following additional executive offficers except as follows

Name Effective Date

Stephen DeRaddo February 2007

Thomas Kime February 2007

Robert Schick December 26 2007

1478746

III 217



EXHIBIT 6.17

See Attached

III 218
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THE LYONS NATIONAL BANK

ENDORSEMENT SPLIT DOLLAR LIFE INSURANCE AGREEMENT
Effective j_ 2009

THIS ENDORSEMENT SPLIT-DOLLAR LIFE INSURANCE AGREEMENT

Agreement is made and entered into this day of 1v..Lj 2009 by and between THE

LYONS NATIONAL BANK Bank bank located in Lions New York and DIANA

JOHNSON Executive

The purpose of this Agreement is to retain arid reward the Executive by dividing the

death proceeds of certain life insurance policies which are owned by the Bank on the life of the

Executive with the designated beneficiary of the Executive The Bank will pay the fife insurance

premiums from its general assets

Article

Definitions

Whenever used in this Agreement the following terms shall have the meanings specified

1.1 Banks interest means the benefit set forth in Section 2.1

1.2 Beneficiary means each designated person or the estate of the deceased Executive

entitled to benefits if any upon the death of the Executive

1.3 Beneficiary Designation Form means the form established from time to time by the

Plan Administrator that the Executive completes signs and returns to the Plan

Administrator to designate one or more Beneficiaries

1.4 Board means the Board of Directors of the Bank as from time to time constituted

1.5 Executives Interest means the benefit set forth in Section 2.2

1.6 Insurer means the insurance company issuing the Policy on the life of the Executive

1.7 Net Death Proceeds means the total death proceeds of the Policy minus the greater
of

the cash surrender value or iithe aggregate premiums paid by the Bank

1.8 Normal Retirement Age means the Executives attainment of age sixty-two 62

1.9 Policy or Policies means the individual insurance policy or policies adopted by the

Bank for purposes of insuring the Executives fife under this Agreement

Article

Policy Ownership/Interests

2.1 Banks Interest The Bank shall own the Policies and shall have the right to exercise all

incidents of ownership except as limited herein The Bank shall be the beneficiary of the
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remaining death proceeds of the Policies after the Executives Interest is determined

according to Section 2.2 below

2.2 Executives Interest Upon Executives death while empLoyed by the Bank and

prior to Normal Retirement Age the Executives Beneficiary shall be entitled to an

amount of death proceeds equal to three times 3x the Executives total compensation

including salary and deferred compensation at the time of death or Five Hundred

Thousand and 01100th Dollars $500000.00 whichever is greater In no event shall the

death benefit hereunder exceed the Net Death Proceeds of the Policy The Executive or

the Executives assignee shall have the right to designate the Beneficiary pursuant to the

terms of this Agreement Upon the earlier of the Bxecutives attainment of age 70 or

termination of employment for any reason this Agreement shall automatically terminate

and no death benefit shall be due hereunder

2.3 Bank has no Obligation to Pay Death proceeds payable under this Agreement shall be

paid solely by the Insurer from the proceeds of any Policyies on the life of the Insured

In no event shall the Bank be obligated to pay death benefit under this Agreement from

its general funds Should an Insurer refuse or be unable to pay death proceeds endorsed

to Insured under the express terms of this Agreement or should the Bank cancel the

Policyies for any reason Executives Beneflciaryies shall not be entitled to death

benefit

ArtIcle

Premiums and Imputed Income

3.1 Premium Payment The Bank shall pay all premiumsdue on all Policies

32 Economic Benefit The Bank shall determine the economic benefit attributable to the

Executive based on the life insurance premium factor for the Executives age multiplied

by the aggregate death benefit payable to the Beneficiary The life insurance premium

factor is the minimum factor applicable under guidance published pursuant to Treasury

Reg 1.61 -22d3ii or any subsequently applicable authority

3.3 Imputed Income The Bank shall impute the economic benefit to the Executive on an

annual basis by adding the economic benefit to the Executives W-2 or if applicable

Form 1099

Article

General Limitations

4.3 Suicide or Misstatement No benefits shall be payable if the Executive commits suicide

during the Policy exclusion period or if the insurance company denies coverage for

material misstatements of fact made by the Executive on any application for life

insurance purchased by the Bank

III 220



THE LYONS NATIONAL BANK
Endoriement Split Dollar Life insurance Agreement

Article

Beneficiaries

5.1 Beneficiary The Executive shall have the right at any time to designate

Beneficiaryios to receive any benefits payable under the Agreement upon the death of

the Executive The Beneficiary designated under this Agreement may be the same as or

different from the beneficiary designation under any other Agreement of the Bank in

which the Executive participates

5.2 Beneficiary Designatiom Change The Executive shall designate Beneficiary by

completing and signing the Beneficiary Designation Fonu and delivering it to the Bank

or its designated agent The Executives beneficiary designation shall be deemed

automatically revoked if the Beneficiary predeceases the Executive or if the Executive

names spouse as Beneficiary and the marriage is subsequently dissolved The

Executive shall have the right to change Beneficiary by completing signing and

otherwise complying with the terms of the Beneficiary Designation Form and the Banks

rules and procedures as in effect from time to time Upon the acceptance by the Bank of

new Beneficiary Designation Form all Beneficiary designations previously filed shall

be cancelled The Bank shall be entitled to rely on the last Beneficiary Designation Form

filed by the Executive and accepted by the Bank prior to the Executives death

5.3 Acknowledgment No designation or change in designation of Beneficiary shall be

effective until received accepted and acknowledged in writing by the Bank or its

designated agent

5.4 No Beneficiary Designation If the Executive dies without valid designation of

beneficiary or if all designated Beneficiaries predecease the Executive then the

Executives surviving spouse shall be the designated Beneficiary If the Executive has no

surviving spouse the benefits shall be made payable to the personal representative of the

Executives estate

5.5 Facility of Payment If the Bank determines in its discretion that benefit is to be paid to

minor to person declared incompetent or to person incapable of handling the

disposition of that persons property the Bank may direct payment of such benefit to the

guardian legal representative or person having the care or custody of such minor

incompetent person or incapable person The Bank may require proof of incompetence

minority or guardianship as it may deem appropriate prior to distribution of the benefit

Any payment of benefit shall be payment for the account of the Executive and the

Executives Beneficiary as the case may be and shall be complete discharge of any

liability under the Agreement for such payment amount

Article

Assignment

The Executive may irrevocably assign without consideration all of the Executives

Interest in this Agreement to any person entity or trust In the event the Executive shall transfer

all of the Executives Interest then all of the Executives Interest in this Agreement shall be

vested in the Executives transferee who shall be substituted as party hereunder and the
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Executive shall have no further interest in this Agreement

Article

Insurer

The Insurer shall be bound only by the terms of its given Policy The Insurer shall not be

bound by or deemed to have notice of the provisions of this Agreement The Insurer shall have

the right to rely on the Banks representations with regard to any definitions interpretations or

Policy interests as specified under this Agreement

Article

Clahus And Review Procedure

8.1 Claims Procedure The Executive or Beneficiary claimant who has not received

benefits under the Agreement that he or she believes should be paid shall make claim

for such benefits as follows

8.1.1 Initiation Written Claim The claimant initiates claim by submitting to the

Bank written claim for the benefits

8.1.2 Timing of Bank Response The Bank shall respond to such claimant within 90

days after receiving the claim If the Bank determines that special circumstances

requhe additional time for processing the claim the Bank can extend the response

period by an additional 90 days by notifying the claimant in writing prior to the

end of the initial 90-day period that an additional period is required The notice

of extension must set forth the special circumstances and the date by which the

Bank expects to render its decision

8.1.3 Notice of Decision If the Bank denies part or all of the claim the Bank shall

notif the claimant in writing of such denial The Bank shall write the

notification in manner calculated to be understood by the claimant The

notification shall set forth

The specific reasons for the denial

reference to the specific provisions of the Agreement on which the

denial is based

description of any additional information or material necessary
for the

claimant to perfect the claim and an explanation of why it is needed

An explanation of the Agreements review procedures and the time limits

applicable to such procedures and

statement of the claimants right to bring civil action under ERISA

Section 502a following an adverse benefit determination on review

8.2 Review Procçdure If the Bank denies part or alt of the claim the claimant shall have the

opportunity for full and fair review by the Bank of the denial as follows

8.2.1 Initiation Written Request To initiate the review the claimant within 60 days

after receiving the Banks notice of denial must file with the Bank written
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request for review

8.2.2 Additional Submissions Inforniation Access The claimant shall then have the

opportunity to submit written comments documents records and other

information relating to the claim The Bank shall also provide the claimant upon

request and free of charge reasonable access to and copies of all documents

records and other information relevant as defined in applicable ERISA

regulations to the claimants claim for benefits

8.2.3 Considerations on Review In considering the review the Bank shall take into

account all materials and information the claimant submits relating to the claim

without regard to whether such information was submitted or considered in the

initial benefit determination

8.2.4 Timing of Banks Response The Bank shall respond in writing to such claimant

within 60 days after receiving the request for review If the Bank determines that

special circumstances require additional time for processing the claim the Bank

can extend the response period by an additional 60 days by notifing the claimant

in writing prior to the end of the initial 60-day period that an additional period is

required The notice of extension must set forth the special circumstances and the

date by which the Bank expects to render its decision

8.2.5 Notice of Decision The Bank shall noti the claimant in writing of its decision

on review The Bank shall write the notification in manner calculated to be

understood by the claimant The notification shall set forth

The specific reasons for the denial

reference to the specific provisions of the Agreement on which the

denial is based

statement that the claimant is entitled to receive upon request and free

of charge reasonable access to and copies of all documents records and

other information relevant as defined in applicable ERISA regulations to

the claimants claim for benefits and

statement of the claimants right to bring civil action under ERISA

Section 502a

Article

Amendments and Termination

This Agreement may be amended or terminated only by the mutual written consent of the Bank

and the Executive

Article 10

Administration

10.1 Plan Administrator Duties This Agreement shall be administered by Plan

Administrator which shall consist of the Board or such committee or persons as the

Board may choose The Plan Administrator shall also have the discretion and authority
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to make amend interpret and enforce all appropriate rules and regulations for the

administration of this Agreement and ii decide or resolve any and all questions

including interpretations of this Agreement as may arise in connection with this

Agreement

10.2 Agents In the administration of this Agreement the Plan Administrator may employ

agents and delegate to them such administrative duties as it sees fit including acting

through duly appointed representative and may from time to time consult with counsel

who may be counsel to the Bank

10.3 Binding Effect of Decisions The decision or action of the Plan Administrator with

respect to any question arising out of or in connection with the administration

interpretation and application of this Agreement and the rules and regulations

promulgated hereunder shall be final and conclusive and binding upon all persons having

any interest in this Agreement

10.4 Indemnity of Plan Administrator The Bank shall indemnify and hold harmless the

members of the Plan Administrator against any and all claims losses damages expenses

or liabilities arising from any action or failure to act with respect to this Agreement

except in the case of willful misconduct by the Plan Administrator or any of its members

10.5 Information To enable the Plan Administrator to perform its functions the Bank shall

supply full and timely jnformation to the Plan Administrator on all matters relating to the

date and circumstances of termination or death of the Executive and such other pertinent

information as the Plan Administrator may reasonably require

Article 11

Miscellaneous

11.1 Binding Effect This Agreement shall bind the Executive and the Bank their

beneficiaries survivors executors administrators and transferees and any Beneficiary

11.2 No Guarantee of Employment This Agreement is not an employment policy or contract

It does not give the Executive the right to remain an Executive of the Bank nor does it

interfere with the Banks right to discharge the Executive It also does not require the

Executive to remain an Executive nor interfere with the Executives right to terminate

employment at any time

11.3 Applicable Law The Agreement and all rights hereunder shall be governed by and

construed according to the laws of the slate where the principal offices of the Bank

reside except to the extent preempted by the laws of the United States of America

11.4 Notice Any notice or filing required or permitted to be given to the Bank under this

Agreement shall be sufficient if in writing and hand-delivered or sent by registered or

certified mail to the address below
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Lyons National Bank

35 William Street

Lyons NY 14489

Such notice shall be deemed given as of the date of delivery or if delivery is made by
mail as of the date shown on the postmark or the receipt for registration or certification

Any notice or filing required or permitted to be given to the Executive under this

Agreement shall be sufficient if in
writing and hand-delivered or sent by mail to the last

known address of the Executive

11.5 ithe Agreement This Agreement along with the Executives
Beneficiary Designation

Form constitutes the entire agreement between the Bank and the Executive as to the
subject matter hereof No rights are granted to the Executive under this Agreement other
than those

specifically set forth herein

IN WITNESS WHEREOF1 the parties have executed this Agreement as of the date
indicatedabove

EXECUTIvl BANK

THE LYONS NATiONAL BANK

Diana Johnson

Title d41i14-Y

III- 225



EXHIBIT 6.18

See Attached

III 226



AMENDMENT

To the Deferred Compensation Agreement for Diana Johnson

THIS AMENDMENT made and entered into this day of January 2011 by and

between The Lyons National Bark bank organized and existing under the laws of the

United States of America hereinafter referred to as the Bank and Diana Johnson

an Executive of the Bank hereinafter referred to as the Executive shall effectively

amend the Lyons National Bank Deferred Compensation Agreement effective January

2011 hereinafter referred to as the Agreement as specifically set forth herein

Pursuant to number three of the Agreement page p2 the Bank and the Executive

herby adopt the following

In December of 2010 the Compensation Committee of the Board of Directors approved

to increase the annual Deferred Compensation payment to the Executive from Ten

Thousand Dollars $10000 to Fifteen Thousand Dollars $15000 to be effective

January 12011

Number three of the Agreement shall now read

Deferred Comnensation Payments During the Executives period of employment with

the Company following execution of this Agreement the Company shall make an annual

payment to separate account maintained for the Executive The annual payment to

Executive shall be Fifteen Thousand Dollars $15000 the Payment The Payment

shall be invested in the common stock of the Holding Company If dividend is paid on

the shares credited to the Executives separate account the Executives separate account

shall be credited with such dividend the Dividend which together with the Payment

shall hereinafter be referred to as the Benefit which dividend shall be reinvested in the

common stock of the Holding Company except that no fractional shares shall be credited

to the Executives separate account The price per share for all shares of the Holding

Company purchased by the Company for the benefit of Executive shall be the average of

the daily closing price of the stock for each day within the past quarter The closing price

on Fridays will be used to determine the closing price for Saturdays and Sundays and the

closing price on the last business day before holiday that results in the closure of the

financial markets will be used to determine the closing price for that holiday

This Amendment shall be effective the 1st day of January 2011 To the extent that any

term provision or paragraph of the Agreement is not specifically amended herein or in

any other amendment thereto said term provision or paragraph shall remain in full force

and effect as set forth in said Agreement
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iN WITNESS WhEREOF the parties hereto acknowledge that each has carefully read

this Amendment and executed the original thereof on the first day set forth hereinabove

and that upon execution each has received conforming copy

THE LYONS NATIONAL BANK

Lyons York

COMPANY

Title Chair Compensation Committee

HOLDING COMPANY LYONS NCORP iNC

elli

Title Compens

EXECUTIVE
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THE LYONS NATIONAL BANK
ENDORSEMENT SPLIT DOLLAR LIFE INSURANCE AGREEMENT

THIS ENDORSEMENT SPLIT-DOLLAR LIFE INSURANCE AGREEMENT

Agreement is made and entered into this JTt day of 49144I4/ 20jL by and

between THE LYONS NATIONAL BANK Bank bank located in Lyons NY and

PH1LLIP MCCANN Executive

The purpose of this Agreement is to retain and reward the Executive by dividing the

death proceeds of certain life insurance policies which are owned by the Bank on the life of the

Executive with the designated beneficiary of the Executive The Bank will pay the lifr insurance

premiums from its general assets

Article

Definitions

Whenever used in this Agreement the following terms shall have the meanings specified

1.1 Banks Interest means the benefit set forth in Section 2.1

1.2 Beneficiary means each designated person or the estate of the deceased Executive

entitled to benefits ifany upon the death of the Executive

1.3 Beneficiary Designation Form means the form established from time to tune by the

Plan Administrator that the Executive completes signs and returns to the Plan

Administrator to designate one or more Beneficiaries

1.4 Board means the Board of Directors of the Bank as from tune to time constituted

1.5 Executives Interest means the benefit set forth in Section 2.2

1.6 Insurer means the insurance company issuing the Policy on the life of the Executive

1.7 liet Death Proceeds means the total death proceeds of the Policy minus the greater of

the cash surrender value or ii the aggregate premiumspaid by the Bank

1.8 Normal Retirement Age means the Executives attainment of age sixty-five 65

1.9 or çjjci means the individual insurance policy or policies adopted by the

Bank for purposes of insuring the Executives life under this Agreement

ArtIcle

Policy Ownership/Interests

2.1 Banks Interest The Bank shall own the Policies and shall have the right to exercise all

incidents of ownership except as limited herein The Bank shall be the beneficiary of the

remaining death proceeds of the Policies after the Executives Interest is determined
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according to Section 2.2 below

2.2 Executives Jnterest Upon Executives death while employed by the Bank and

prior to NormaL Retirement Age the Executives Beneficiary
shall be entitled to an

amount of death proceeds equal to the Lesser of $500000 the Net Death Proceeds In

no event shall the death benefit hereunder exceed the Net Death Proceeds of the Policy

The Executive or the Executives assignee shall have the right to designate the

Beneficiary pursuant to the terms of this Agreement Upon the earlier of Executives

tenTh nation of employment for any reason or Executives attainment of Normal

Retirement Age this Agreement shall automatically terminate and no death benefit shall

be due hereunder

2.3 Bank has no Obligation to Pay Death proceeds payable under this Agreement shall be

paid solely by the Insurer from the proceeds of any Policyies on the life of the Insured

In no event shall the Bank be obligated to pay death benefit under this Agreement from

its general funds Should an Insurer refuse or be unable to pay death proceeds endorsed

to Insured wider the express terms of this Agreement or should the Bank cancel the

Policyies for any reason Executives Beneficiaryies shall not be entitled to death

benefit

ArtIcle

Premiums and Imputed Income

3.1 Premium Payment The Bank shall pay all premiums due on all Policies

3.2 Economic Benefit The Bank shall determine the economic benefit attributable to the

Executive based on the life insurance premium factor for the Executives age multiplied

by the aggregate death benefit payable to the Beneficiary The life insurance premium

factor is the minimumfactor applicable under guidance published pursuant
to Treasury

Reg 1.61 .22d3ii or any subsequently applicable authority

3.3 Imputed Income The Bank shall impute the economic benefit to the Executive on an

annual basis by adding the economic benefit to the Executives W-2 or if applicable

Form 1099

Article

General Limitations

4.3 Suicide or Misstatement No benefits shall be payable if the Executive commits suicide

during the Policy exclusion period or if the insurance company denies coverage for

material misstatements of fact made by the Executive on any application
for life

insurance purchased by the Bank or ii for any other reason provided however that the

Bank shall evaluate the reason fQr the denial and upon advice of legal counsel and in its

sole discretion consider judicially challenging any denial
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ArtIcle

Beneficiaries

5.1 Beneficiary The Executive shall have the right at any time to designate

Beneflciaryies to receive any benefits payable under the Agreement upon the death of

the Executive The Beneficiary designated under this Agreement may be the same as or

diftrent from the beneficiary designation under any other Agreement of the Bank in

which The Executive participates

5.2 Beneficiary Designation Change The Executive shall designate Beneficiary by

completing and signing the Beneficiary Designation Form and delivering it to the Bank

or its designated agent The Executives beneficiary designation shall be deemed

automatically revoked if the Beneficiary predeceases the Executive or if the Executive

names spouse as Beneficiary and the marriage is subsequently dissolved The

Executive shall have the right to change Beneflciaiy by completing signing and

otherwise complying with the terms of the Beneficiary Designation Form and the Banks

rules and procedures as in effect from time to tune Upon the acceptance by the Bank of

new Beneficiary Designation Form all Beneficiary designations previously filed shall

be cancelled The Bank shall be entitled to rely on the last Beneficiary Designation Form

tiled by the Executive and accepted by the Bank prior
to the Executives death

5.3 Acknowledgment designation or change in designation of Beneficiary shall be

effective until received accepted and acknowledged in writing by the Bank or its

designated agent

5.4 No Beneficiary Desianation If the Executive dies without valid designation of

beneficiary or if all designated Beneficiaries predecease the Executive then the

Executives surviving spouse shall be the designated Beneficiary If the Executive has no

surviving spouse the benefits shall be made payable to the personal representative of the

Executives estate

5.5 Facility of Payment If the Bank determines in its discretion that benefit is to be paid to

minor to person declared incompetent or to person incapable of handling the

disposition of that persons property the Bank may direct payment of such benefit to the

guardian legal representative or person having the care or custody of such minor

incompetent person or incapable person The Bank may require proof of incompetence

minority or gnarclianship as it may deem appropriate prior to distribution of the benefit

Any payment of benefit shall be payment for the account of the Executive and the

Executives Beneficiary as the case may be and shall be complete discharge of any

liability under the Agreement for such payment amount

Article

Assignment

The Executive may irrevocably assign without consideration all of the Executives

Interest in this Agreement to any person entity or trust In the event the Executive shall transfer

all of the Executives Interest then all of the Executives Interest in this Agreement shall be

vested in the Executives transferee who shall be substituted as party hereunder and the
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Executive shall have no further interest in this Agrçement

Article

Insurer

The Insurer shall be bound only by the terms of its given Policy The Insurer.shal not be

bound by or deemed to have notice of the provisions of this Agreement The Insurer shall have

the right to rely on the Banks representations with regard to any definitions interpretations or

Policy interests as specified under this Agreement

ArticleS

Claims and Review Procedure

8.1 Claims Procedure The Executive or Beneficiary claimant who has not received

benefits under the Agreement that he or she believes should be paid shall make claim

for such benefits as follows

8.1.1 Initiation Written Claim The claimant initiates claim by submitting to the

Bank written claim for the benefits

8.1.2 Timing of Bank Response The Bank shall respond to such claimant within 90

days after receiving the claim If the Bank determines that special circumstances

require additional time for processing the claim the Bank can extend the response

period by an additional 90 days by notifying the claimant in writing prior to the

end of the initial 90-day period that an additional period
is required The notice

of extension must set forth the special
circumstances and the date by which the

Bank expects to render its decision

8.1.3 Notice of Decision If the Bank denies part or all of the claim the Bank shall

notify the claimant in writing of such denial The Bank shall write the

notification in manner calculated to be understood by the claimant The

notification shall set forth

The specific reasons for the denial

reference to the specific provisions of the Agreement on which the

denial is based

description of any additional infonuation or material necessary for the

claimant to perfect the claim and an explanation of why it is needed

An explanation of the Agreements review procedures and the time limits

applicable to such procedures and

statemànt of the claimants right to bring civil action under ERISA

Section 502a following an adverse benefit determination on review

8.2 Review Procedure If the Bank denies part or aLl of the claim the claimant shall have the

opportunity for full and fair review by the Bank of the denial as follows

8.2.1 Initiation Written Reqjeai To initiate the review the claimant within 60 days

after receiving the Banks notice of denial must file with the Bank written
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request
for review

8.2.2 Additional Submissions Information Acce The claimant shall then have the

opportunity to submit written comments documents records and other

information relating to the claim The Bank shall also provide the claimant upon

request
and free of charge reasonable access to and copies of all documents

records and other information relevant as defined in applicable
ERISA

regulations to the claimants claim for benefits

8.2.3 ConsiderationS on Review In considering the review the Bank shall take into

account all materials and information the claimant submits relating to the claim

without regard to whether such information was submitted or considered in the

initial benefit determination

8.2.4 Timing of Banks Responsc The Bank shall respond in writing to such claimant

within 60 days after receiving the request for review If the Bank determines that

special circumstances require additional time for processing
the claim the Bank

can extend the response period by an additional 60 days by notifying
the claimant

in writing prior to the end of the initial 60-day period that an additional period
is

required The notice of extension must set forth the special circumstances and the

date by which the Bank expects to render its decision

8.2.5 Notice of Decision The Bank shaft notify the claimant in writing of its decision

on review The Bank shall write the notification in manner calculated to be

urulerstood by the claimant The notification shall set forth

The specific reasons for the denial

re1rence to the specific provisions of the Agreement on which the

denial is based

statement that the claimant is entitled to receive upon request and free

of charge reasonable access to and copies of aLl documents records and

other information relevant as defmed in applicable
ERISA regulations to

the claimants claim for benefits and

statement of the claimants right to bring civil action under ERISA

Section 502a

Article

Amendments and Termination

This Agreement may be amended or terminated unilaterally by the Bank for any reason

Article 10

Administration

10.1 Plan Administrator Duties This Agreement shall be administered by Plan

AdministrqtOr which shall consist of the Board or such committee or persons as the

Board maychoose The Plan Administrator shall also have the discretion and authority

to make amend interpret and enforce all appropriate rules and regulations for the
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administration of this Agreement and ii decide or resolve any and all questions

including interpretations of this Agreement as may arise in connection with this

Agreement

10.2 Agents In the administrat ton of this Agreement the Plan Administrator may employ

agents and delegate to them such administrative duties as it sees fit including acting

through duly appointed representative and may from tune to time consult with counsel

who may be counsel to the Bank

10.3 Bmding Effect of ecisions The decision or action of the Plan Administrator with

respect to any question arising out of or in connection with the administration

interpretation and application of this Agreement and the rules and regulations

promulgated hereunder shall be final and concLusive and binding upon all persons having

any interest in this Agreement

10.4 Indemnity of Plan Administrator The Bank shall indemnif and hold harmless any party

contracted for the purposes of assisting the Plan Administrator in performing its duties

under this Agreement against any and all claims losses damages expenses or liabilities

arising from any action or failure to act with respect to this Agreement except in the case

of willful misconduct by such contracted party

10.5 Information To enable any party contracted for the
purposes

of assisting the Plan

Administrator in performing its duties under this Agreement to perform its functions the

Bank shall supply full and timely information to such contracted party on all matters

relating to the date and circumstances of termination or death of the Executive and such

other pertinent information as such contracted party may reasonably require

Article 11

Miscellaneous

11.1 Binding Effect This Agreement shall bind the Executive and the Bank their

beneficiaries survivors executors administrators and transferees and any Beneficiary

11.2 No Guarantee of Employment This Agreement is not an employment policy or contract

It does not give the Executive the right to remain an Executive of the Bank nor does it

interfere with the Banks right to discharge the Executive It also does not require the

Executive to remain an Executive nor interfere with the Executives right to terminate

employment at any time

11.3 Applicable Law The Agreement and all rights hereunder shall be governed by and

construed according to the laws of the state where the principal offices of the Bank

reside except to the extent preempted by the laws of the United States of America

1.4 Notice Any notice or filing required or permitted to be given to the Bank under this

Agreement shall be sufficient if in writing and hand-delivered or sent by registered or

certified mail to the address below
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\-

Such notice shall be deemed given as of the date of delivery 01 if delivery is made by

mail as of the date shown on the postmark or the receipt
for registration

or certification

Any notice or filing required or permitted to be given to the Executive under this

Agreement shall be sufficient if in writing and hand-delivered or sent by mail to the last

known address of the Executive

11.5 ntiie Agreement This Agreement along with the Exectttives Beneficiary Designation

Form constitutes the entire agreement between the Bank and the Executive as to the

subject matter hereof No rights arc granted to the Executive under this Agreement other

than those specifically
set forth herein

iN WITNESS WIEREOF the parties
have executed this Agreement as of the date

indicated above

EXECUT BANK

The Lyons National Bank

_____ By2d4
McCann

Ti ___________________

111-236



EXHIBIT 6.20

See Attached

III 237



YHE LYONS NATIONAL BANK
SUPPL3MBNTAL EXECUTIVE RETIREMENT AOEIIEMENI

THE LYONS NATIONAL BANK
SUPPLEMENTAL AGREEMENT

Vested percentage
of Accrued

Liability Balance as of

Separation from Service no

vesting until 614/12 then 4%

per year thereaer until

Nurmal Retirement Age up

Accrued Liability Balance as

of Separation from Service

Annual

installments

with no Interest

Annual

installments

Interest credited

at the average

Federal fluids

rate for the

twelve 12
months

immediately

preceding

Separation from

ery
Lump sum

THIS SUPPLEMENTAL EXECUTIVE RETIREMENT AGREEMENT Agreement is

made and entered into this LfL day of 2OJ between THE LYONS

NATIONAL BANK Bank bank located in Lyons New York and PHILLIP MCCANN

Executive

Article Benefits Tables

The following tables describe the benefits available to the Executive or the Executives

Beneficiary upon the occurrence of certain eyents Capitalized terms have the meanings given

them in Article Except for death each benefit described is in lieu of any other benefit herein

Table RetIrement Benefit

Normal Retirement Age NRA 65

Separation from Service Annual benefit equal to Monthly Paymont begin 30 days

following Normal twenty-five percent 25%of installments following Separation from Service

Retirement Ago Executives average of

highest five years Duration 180 monthLy certain

compensation saiary and installments

Deferred Compensation prior

to retirement

Table Benefit Available Prior to Retirement

Payrnons begin 30 days

following Separation from Service

Duration 10 years ertiin

amortized Accrued Liahdity

Balance

Voluntaiy Separation

from Service

Involuntary Separation

from Service

in Control

Disability

Payment begin 30 days

following Separation from Service

Duration 10 years certain

Paynient begin 30 days

followinn Channe In Control

Present Value of full Table

Retirement Benefit

Accrued liability Balance as

of date ofDisabillty

Payment begIn 30 days

fo1IwgofDli
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TebJe Death Benefit

Death while actively 100% of the Accrued Lump sum Paymentlsj begin to Beneficla
employed Liability Halnce as of date Within 60 days following

_____ of death Executives death

Death during installment Remaining installment Monthly or PaymentEsi to BenŁiiciaiy continue

payout of benefit under payments if any under Table Annual on same schedule as if Executive

Tables or or installments 58 had lived

__ __ ppaWe __
Article

Purpose

The purpose of this Agreement is to further the growth end development of the Bank by

providing Fxiecutive with supplemental retirement income and thereby encourage Executives

productive efforts on behalf of the Bank and the Banks shareholders and to align the interests of

the Executive and those shareholders The Bank promises to make certain payments to the

Participant or the Participants Beneficiary at retirement death or upon some other qualifying

event pursuant to the terms of this Agreement

ArtIcle

Definitions and Construction

it is intended that this Agreement comply and be construed in accordance with Section

409A of the Internal Revenue Code the Cod It is also intended that the Agreement be

unfundedu and maintained for select group of management or highly compensated employees
of the Bank for purposes of the Employee Retirement Income Security Act of 1974 as amended

ERISA and not be construed to provide income to the Executive or Beneficiary under Code

prior to actual receipt of benefits

Where the following words and phrases appear in the Agreement they shall have the respective

mernings set forth below unless their context clearly indicates to the contrary

Ame Liability Balance shall mean the amount accrued by the Bank to fund the

future benefit expense associated with this Agreement The Bank shall account for this

benefit using Generally Accepted Accounting Principles regulatory accounting guidance
of the Banks primary federal regulator and other applicable accounting guidance

including APE 12 and FAS 106 Accordingly the Bank shall establish liability

retirement account for the Executive into which appropriate accruals shall be made using

reasonable discount rate which is at least equal to the Applicable Federal Rate APR
and which may be adjusted from time to time

32 I3eneficiary shall mean the persons designated by the Executive including the estate

of the Executive entitled to benefit under this Agreement

33 Board shall mean the Board of Directors of the Bank

34 Change in Control shall mean change in ownership or control of the Bank as defined

in Treasury Regulation .409A3i5 or any subsequently applicable published
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authority or guidance

3.5 Deferred Compensation shall mean the amount if any credited by the Bank to the

Executives stock purchase deferred compensation plan with the Bank for each calendar

year during which Executive is party to this Agreement Such compensation will be

factor used to calculate Executives final benefit under this Agreement

3.6 Disability shall mean Executive while actively employed by the Bank is unable to

engage in any substantial gainful activity by reason of any medically determinable

physical or mental impairment which can be expected to result in death or can be

expected to last for continuous period of not less than twelve 12 months or ii is by

reason of any medically determinable physical or mental impairment which can be

expected to result in death or can be expected to last for continuous period of not less

than twelve 12 months receiving income replacement benefits for period of not less

than three months under an accident and health plan covering employees of the Bank
Medical determination of Disability may be made by either the Social Security

Administration or by the provider of an accident or health plan covering employees of the

Bank provided that the definition of Disability applied under such Disability insurance

program complies with the requirements of Section 409A Upon the request of the Plan

Administrator the Executive must submit proof to the Plan Administrator of Social

Security Administrations or the providers determination

3.7 Effective Date shall mean the date specified hereinabove

3.8 Involuntary Separation from Service shall mean that the Bank terminates Executives

employment at any time before Executives Normal Retirement Age and such

termination is not considered Termination for Cause Separation from Service for

Good Reason will also be treated as an Involuntary Separation from Service provided

such Separation from Service meets the necessary sale harbor conditions as set forth

under Section 409A of the Code

3.9 Present Value shall mean All lump sum distributions under this Plan shall be

discounted to present value using 100% of the Applicable Federal Rates AFR for the

month in which required calculation is made

3.10 Separation from Service shall mean that the Executive has retired or otherwise has

termination of employment with the Bank For purposes of this Agreement whether

termination of employment or service has occurred is determined based on whether the

facts and circumstances indicate that the Bank and Executive reasonably anticipated that

no further services would be performed after certain date or that the level of bona fide

services the Executive would perform after such date whether as an Executive or as an

independent contractor would permanently decrease to no more than twenty percent

0% of the average level of bona fide services performed whether as an Executive or

an independent contractor over the immediately preceding thirty-six 36 month period

or the full period of services to the Bank if the Executive has been providing services to

the Bank Jess than 36 months Facts and circumstances to be considered in making this

determination include but are not limited to whether the Executive continues to be

treated as an Executive for other purposes such as continuation of salary and

participation in Executive benefit programs whether similarly situated service providers
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have been treated consistently and whether the Executive is permitted and realistically

available to perform services for other service recipients in the same line of business

An Executive will be presumed not to have separated from service where the level of

bona fide services performed continues at level that is fifty percent 50% or more of
the average level of service performed by the Executive during the immediately

preceding thirty-six 36 month period Separation from Service will not be deemed to

have occurred while the Executive is on military leave sick leave or other bona fide

leave of.absence provided Executive has the
right to reemployment under an applicable

statute or by contract

3.11 Termination for Cause shall mean any of the following that result in an adverse effect

on the Bank

The commission of felony or gross misdemeanor involving fraud or dishonesty
The willful violation of any banking law rule or banking regulation
An intentional failure to perform stated duties or

breach of fiduciary duty involving personal profit

3.12 Voluntary Separation from Service shall mean the Executive terminates employment
with the Bank prior to Normal Retirement Age for reasons other than death disability
Termination for Cause or Separation from Service following Change in Control

Article

Beneficiary

4.1 acaeficiary Executive shall have the right to name Beneficiary of the death benefit if

any described in Article herein Executive shall have the right to name such

Beneficiary at any time prior to Executives death and submit it to the Plan Administrator

or Plan Administrators representative on the form provided Once received and

acknowledged by the Plan Administrator the form shall be effective The Executive may
change Beneficiary designation at any time by submitting new form to the Plan

Administrator Any such change shall follow the same rules as for the original

Beneficiary designation and shall automatically supersede the
existing Beneficiary form

on fi1jth1hTPljiKdjæjjjjstrator

4.2 Failure to Designate Beneficiary If Executive dies without valid Beneficiary
designation on file with the Plan Administrator the Executives surviving spouse if any
shall become the designated Beneficiary If Executive has no surviving spouse death

benefits shall be paid to the personal representative of Executives estate

4.3 Facility of Distribution If the Plan Administrator determines in its discretion that

benefit is to be paid to minor to person declared incompetent or to person
incapable of handling the disposition of that persons property the Plan Administrator

may direct distribution of such benefit to the guardian legal representative or person
having the care or custody of such minor incompetent person or incapable person The
Plan Administrator may require proof of incompetence minority or guardianship as it

may deem appropriate prior to distribution of the benefit Any distribution of benefit

shall be distribution for the account of the Executive and the Beneficiary as the case

may be and shall be complete discharge of any liability under the Agreement for such

distribution amount
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Article

General Limitations

5.1 Termination for Cause Notwithstanding any provision of this Agreement to the contrary

the Bank shall not distribute any benefit under this Agreement if Executives employment

is terminated for Cause

5.2 Removal Notwithstanding any provision of this Agreement to the contrary the Bank

shall not distribute any benefit under this Agreement if the Executive is subject to final

removal or prohibition order issued by an appropriate federal banking agency pursuant to

Section 8e of the Federal Deposit Insurance Act

Article

Administration of Agreement

6.1 Plan Administrator The Bank shall be the Plan Administrator unless the Bank appoints

committee to be the Plan Administrator The Bank may appoint Committee

Committee of one or more individuals in the employment of Bank for the purpose of

discharging the administrative responsibilities of the Bank under the Plan The Bank may

remove Committee member for any reason by giving such member ten 10 days

written notice and may thereafter fill any vacancy thus created The Committee shall

represent the Bank in all matters concerning the administration of this Plan provided

however the final authority for all administrative and operational decisions relating to the

Plan remains with the Bank

6.2 Authority of Plan Administrator The Plan Administrator shall have full power and

authority to adopt rules and regulations for the administration of the Plan provided they

are not inconsistent with the provisions of this Plan and Section 409A of the Code to

interpret alter amend or revoke any rules and regulations so adopted to enter into

contracts on behalf of the Bank with respect to this Agreement to make discretionary

decisions under this Plan to demand satisfactory proof of the occurrence of any event

that is condition precedent to the commencement of any payment or discharge of any

obligation under the Plan and to perform any and all administrative duties under this

Plan

6.3 Recusal An individual serving as Plan Administrator may be eligible to participate in

the Plan but such person shall not be entitled to participate in discretionary decisions

under Article relating to such persons own interests in the Plan

6.4 Agents In the administration of this Agreement the Plan Administrator may employ

agents and delegate to them such administrative duties as it sees fit including acting

through duly appointed representative and may from time to time consult with counsel

who may be counsel to the Bank

6.5 Binding Effect of Decisions The decision or action of the Plan Administrator with

respect to any question arising out of or in connection with the administration

interpretation and application of the Agreement and the rules and regulations

promulgated hereunder shall be final and conclusive and binding upon all persons having

any interest in the Agreement
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6.6 Indemnity of Plan Administrator The Bank shall indemnify and hold harmless the Plan

Administrator and its agents against any and all claims losses damages expenses or

liabilities arising from any action or failure to act with respect to this Agreement except
in the case of willful misconduct by the Plan Administrator

6.7 Bank Information To enable the Plan Administrator to perform its functions the Bank
shall supply full and timely information to the Plan Administrator on all matters relating
to the date and circumstances of any event triggering benefit hereunder

6.8 Annual Statement The Plan Administrator shall provide to the Bank on the schedule set
forth in the Administrative Services Contract statement setting forth the benefits to be
distributed under this Agreement

ArtIcle

Claims and Review Procedures

7.1 Claims Procedure An Executive or Beneficiary claimant who has not received
benefits under the Agreement that he or she believes should be distributed shall make
claim for such benefits as follows

7.1.1 Initiation Written Claim The claimant initiates claim by submitting to the

Plan Administrator written claim for the benefits

7.1.2 Tjmjzp of Plan Administrator Response The Plan Administrator shall respond to
such claimant within 90 days after receiving the claim If the Plan Administrator
determines that special circumstances require additional time for processing the

claim the Plan Administrator can extend the response period by an additional 90

days by notifying the claimant in writing prior to the end of the initial 90-day
period that an additional period is required The notice of extension must set

forth the special circumstances and the date by which the Plan Administrator

expects to render its decision

7.1.3 Notice of Decision If the Plan Administrator denies part or all of the claim the

Administrator shall write the notification in manner calculated to be understood

by the claimant The notification shall set forth

The specific reasons for the denial

reference to the specific provisions of the Agreement on which the

denial is based

description of any additional information or material necessary for the

claimant to perfect the claim and an explanation of why it is needed
An explanation of the Agreements review procedures and the time limits

applicable to such procedures and

statement of the claimants right to bring civil action under ERiSA
Section 502a following an adverse benefit determination on review

7.2 Review Procedure If the Plan Administrator denies
part or all of the claim the claimant

shall have the opportunity for full and fair review by the Plan Administrator of the

denial as follows
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7.2.1 Initiation Written Request To initiate the review the claimant within 60 days

after receiving the Plan Administrators notice of denial must file with the Plan

Administrator written request for review

7.2.2 Additional Submissions Jnformation Access The claimant shall then have the

opportunity to submit written comments documents records and other

information relating to the claim The Plan Administrator shall also provide the

claimant upon request and free of charge reasonable access to and copies of all

documents records and other information relevant as defined in applicable

ERISA regulations to the claimants claim for benefits

7.2.3 Considerations on Review In considering the review the Plan Administrator

shall take into account all materials and information the claimant submits relating

to the claim without regard to whether such information was submitted or

considered in the initial benefit determination

7.2.4 Timing of Plan Administrator Response The Plan Administrator shall respond in

writing to such cisimant within 60 days after receiving the request for review If

the Plan Administrator determines that special circumstances require additional

time for processing the claim the Plan Administrator can extend the response

period by an additional 60 days by notifying the claimant in writing prior to the

end of the initial 60-day period that an additional period is required The notice

of extension must set forth the special circumstances and the date by which the

Plan Administrator expects to render its decision

7.2.5 Notice of Decision The Plan Administrator shall notify the claimant in writing of

its decision on review The Plan Administrator shall write the notification in

manner calculated to be understood by the claimant The notification shall set

forth

The specific reasons for the denial

reference to the specific provisions of the Agreement on which the

denial is based

statement that the claimant is entitled to receive upon request and free

of charge reasonable access to and copies of all documents records and

other information relevant as defined in applicable ERISA regulations to

the claimants claim for benefits and

statement of the claimants right to bring civil action under ERISA

Section 5Q2a

Article

Amendments and Termination

8.1 This Agreement may be amended or terminated only by the mutual written consent of the

Bank and the Executive

8.2 bsequent Changes to Time and Form of Payment The Bank may permit subsequent

change to the time and form of benefit distributions Any such change shall be
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considered made only when it becomes irrevocable under the terms of the Agreement

Any change will be considered irrevocable not later than thirty 30 days following

acceptance of the change by the Plan Administrator subject to the following rules

the subsequent deferral election may not take effect until at least twelve 12
months after the date on which the election is made
the payment except in the case of death disability or unforeseeable emergency

upon which the subsequent deferral election is made is deferred for period of

not less than five years from the date such payment would otherwise have

been paid and

in the case of payment made at specified time the election must be made not

less than twelve 12 months before the date the payment is scheduled to be paid

ArticLe

Miscellaneous

9.1 Binding Effect This Agreement shall bind the Executive and the Bank and their

beneficiaries survivors executors administrators and transferees

9.2 No Guarantee of Ernyloyment This Agreement is not contract for employment It

does not give the Executive the right to remain as an employee of the Bank nor does it

interfere with the Banks right to discharge the Executive It also does not require the

Executive to remain an employee nor interfere with the Executives right to terminate

employment at any time

9.3 Non-Transferability Benefits under this Agreement cannot be sold transferred

assigned pledged attached or encumbered in any manner

9.4 Tax Withholding The Bank shall withhold any taxes that are required to be withheld

from the benefits provided under this Agreement The Executive acknowledges that the

Banks sole liability regarding taxes is to forward any amounts withheld to the

appropriate taxing authorityies

9.5 Applicable Law The Agreement and all rights hereunder shall be governed by the laws

of the state where the Banks primary corporate headquarters is Located except to the

extent preempted by the laws of the United States of America

9.6 Unfunded Arrangement The Executive is general unsecured creditor of the Bank for

the distribution of benefits under this Agreement The benefits represent the mere

promise by the Bank to distribute such benefits The rights to benefits are not subject in

any manner to anticipation alienation sale transfer assignment pledge encumbrance

attachment or garnishment by creditors Any insurance on the Executives life or other

informal funding asset is general asset of the Bank to which the Executive has no

preferred or secured claim

9.7 Reorganization The Bank shall not merge or consolidate into or with another bank or

reorganize or sell substantially all of its assets to another bank firm or person unless

such succeeding or continuing bank firm or person agrees to assume and discharge the

obligations of the Bank under this Agreement Upon the occurrence of such event the

III 245



THE LYONS NATIONAL BANK
SUPPLBMNTAL EXECUTIVE RETIREMENT AGREEMENT

term Bank as used in this Agreement shall be deemed to refer to the successor or

survivor bank

9.8 Entire Agreement This Agreement constitutes the entire agreement between the Bank

and the Executive as to the subject matter hereof No rights are granted to the Executive

by virtue of this Agreement other than those specifically set forth herein

9.9 Interpretation Wherever the fulfillment of the intent and purpose of this Agreement

requires and the context will pennit the use of the masculine gender includes the

feminine and use of the singular includes the plural

9.10 Alternative Action In the event it shall become impossible for the Bank or the Plan

Administrator to perform any act required by this Agreement the Bank or Plan

Administrator may in its discretion perform such alternative act as most nearly carries out

the intent and purpose of this Agreement and is in the best interests of the Bank

9.11 Headings Article and section headings are for convenient reference only and shall not

control or affect the meaning or construction of any of its provisions

9.12 Yplidity In case any provision of this Agreement shall be illegal or invalid for any

reason said illegality or invalidity shall not affect the remaining parts hereof but this

Agreement shall be construed and enforced as if such illegal and invalid provision has

never been inserted herein

9.13 Notice Any notice or filing required or permitted to be given to the Bank or Plan

Administrator under this Agreement shall be sufficient if in writing and hand-delivered

or sent by registered or certified mail to the address below

Such notice shall be deemed given as of the date of delivery or if delivery is made by
mail as of tliªfTihown on the postmark on the receipt for registration or certification

Any notice or filing required or permitted to be given to the Executive under this

Agreement shall be sufficient if in writing and hand-delivered or sent by mail to the last

known address of the Executive

9.14 Opportunity to Consult with Independent Advisors The Executive acknowledges that he

has been afforded the opportunity to consult with independent advisors of his choosing

including without limitation accountants or tax advisors and counsel regarding both the

benefits granted to him under the terms of this Agreement and the terms and

conditions which may affect the Executives right to these benefits and ii personal tax

effects of such benefits including without limitation the effects of any federal or state

taxes Section 280G of the Code Section 409A of the Code and any other taxes costs

expenses or liabilities whatsoever related to such benefits which in any of the foregoing

instances the Executive acknowledges and agrees shall be the sole responsibility of the

Executive notwithstanding any other term or provision of this Agreement The Executive

further acknowledges and agrees that the Bank shall have no liability whatsoever related

III 246



THE LYONS NATIONAL BANK
SUPPLEMENTAL EXBCUTIVE REflREMENT AGREEMENT

to any such personal tax effects or other personal costs expenses or liabilities applicable

to the Executive and further specifically waives any right for himself or herself and his

or her heirs beneficiaries legal representatives agents successor and assign to claim or

assert liability on the part of the Bank related to the matters described above in this

Section .9.14 The Executive further acknowledges that he has read understands and

consents to all of the terms and conditions of this Agreement and that he enters into this

Agreement with full understanding of its terms and conditions

9.15 Restriction on Timing of Distribution Solely to the extent necessary to avoid penalties

under Section 409A distributions under this Agreement may not commence earlier than

six months after Separation from Service as described under the Separation from

Service provision herein if pursuant to Internal Revenue Code Section 409A the

participant hereto is considered specified employee of publicly-traded company In

he event distribution is delayed pursuant to this Section the originally scheduled

distribution shall be delayed for six months and shall commence instead on the first

day of the seventh month following Separation from Service If payments are scheduled

to be made in installments the first six months of installment payments shall be

delayed aggregated and paid instead on the first day of the seventh month after which

all installment payments shall be made on their regular schedule If payment is scheduled

to be made in lump sum the lump sum payment shall be delayed for six months and

instead be made on the first day of the seventh month

9.16 Certain Accelerated Payments The Bank may make any accelerated distribution

pemtissible under Treasury Regulation .409A-3j4 provided that such distributions

meets the requirements of Section .409A-3j4

IN WITNESS WHEREOF the Executive and duly authorized representative of the Bunk have

signed this Agreement as of the date indicated above

EXECUTIVE BANK

THE NATIONAL BANK

________ By./
McCann

10
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Exhibit 10.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation in the Offering Circular of our report dated March 2012 relating to

the consolidated financial statements of Lyons Bancorp Inc and subsidiary as of and for the year

ended December 31 2011 We also consent to the reference to our firm under the heading

Experts in the Offering Circular

Syracuse New York

March 12012
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Consent of Independent Auditors

Lyons Bancorp Inc

Lyons New York

We hereby consent to the inclusion of our report dated March 31 2011 relating to the

consolidated financial statements as of and for the year ended December 31 2010 appearing in

this Offering Circular on Form 1-A

We also consent to the reference to us under the Experts caption in this Offering Circular

LLC

Harrisburg Pennsylvania

March 2012
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CONSENT AND CERTIFICATION BY UNDERWRITER

Northeast Capital and Advisory Inc

Airport Park Blvd

Latham New York 12110

The undersigned hereby consents to being named as underwriter in an offering statement filed with the

Securities and Exchange Commission by Lyons Bancorp Inc New York corporation pursuant to

Regulation in connection with its proposed offering of its common stock par value $0.50 to its

existing shareholders and to new investors in supplemental offering

The undersigned hereby certifies that it furnished the statements and information set forth in the

offering statement with respect to the undersigned its directors and officers or partners that such

statements and information are accurate complete and fully responsive to the requirements of Parts II

and III of the offering statement thereto and do not omit any information required to be stated therein

with respect of any such persons or necessary to make the statements and information therein with

respect to any of them not misleading

If preliminary offering circulars are distributed the undersigned hereby undertakes to keep an accurate

and complete record of the name and address of each person furnished preliminary offering circular by

the undersigned and if such preliminary offering circular is inaccurate or inadequate in any material

respect to furnish revised preliminary offering circular or final offering circular to all such persons to

whom the securities are to be sold at least 48 hours prior to the mailing of any confirmation of sale to

such persons or to send such circular to such persons under circumstances that it would normally be

received by them 48 hours prior to their receipt of confirmation of the sale

Inc

Arthur Loomis

Latham New York

March 2012
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SIGNATURES

The issuer has caused this offering statement to be signed on its behalf by the undersigned

thereunto duly authorized in the Village of Lyons State of New York on this day of

March 2012

LYONS BANCORP INC

By________
jRorA Schick

President and Chief Executive Officer

This Offering Statement has been signed by the following person in the capacities and on the

date indicated

By-/ By_________________
/1oef Schick DianaR son

CEief Executive Officer Director Chief Financial Officer Treasurer

Date March 22012 Date March 2012

By________ By_________
David reen Jr ector Clair Bri Direct

Date March 22012 Date March 22012

By________ By

Joseph Fragnoli Director Andrew Fredericksen Director

Date March 22012 Date March 2012

By________
Dale Hemminge Director

.4ames
Fk$mlurger

Date March 2012 1Iate March 201

____ By____
Thomas Kime Director Brad Person Director

Date Ma ch 2012 Date March 2012

By__
James Santelli Director /John Wtfer Jr Director

ate March22012 1vjah22012


