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PART I Financial Information
Item 1. Financial Statements
CCFNB Bancorp, Inc.
Consolidated Balance Sheets
(Unaudited)

(In Thousands)

ASSETS

Cash and due from banks
Interest-bearing deposits in other banks
Federal funds sold

Total cash and cash equivalents

Investment securities, available for sale, at fair value
Restricted securities, at cost

Loans, net of unearned income

Less: Allowance for loan losses

Loans, net

Premises and equipment, net

Accrued interest receivable

Cash surrender value of bank-owned life insurance
Investment in limited partnerships

Intangible Assets:

Core deposit

Goodwill

Prepaid FDIC assessment

Other assets

TOTAL ASSETS

LIABILITIES
Interest-bearing deposits
Noninterest-bearing deposits

Total deposits

Short-term borrowings
Long-term borrowings

Junior subordinate debentures
Accrued interest payable
Other liabilities

TOTAL LIABILITIES

March 31,
2011

$ 6,696
24,783
1,472

32,951

204,238
2,863
343,381
4,858

338,523
12,043
1,691
12,075
1,568

2,065
7,937
1,352
2,800

$ 620,106

$ 416,893
65,574

482,467

55,060
6,122
4,640

592
2,682

551,563

December
31,
2010

7,263
18,683
1,649

27,595

207,173
3,012
340,453
4,801

335,652
11,992
1,632
11,942
1,607

2,192
7,937
1,490
2,075

614,299

410,915
62,877

473,792
58,759
6,123
4,640
652
2,479

546,445

4
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STOCKHOLDERS EQUITY
Common stock, par value $1.25 per share; authorized 5,000,000 shares; issued

2,290,791 shares in 2011 and 2,286,931 shares in 2010 2,864 2,859
Surplus 28,076 27,964
Retained earnings 37,317 36,397
Accumulated other comprehensive income 1,873 2,221
Treasury stock, at cost; 61,000 shares in 2011 and 2010 (1,587) (1,587)
TOTAL STOCKHOLDERS EQUITY 68,543 67,854
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $ 620,106 $ 614,299

See accompanying notes to unaudited consolidated financial statements.
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CCFNB Bancorp, Inc.
Consolidated Statements of Income
(Unaudited)

(In Thousands, Except Per Share Data)

INTEREST AND DIVIDEND INCOME
Interest and fees on loans:

Taxable

Tax-exempt

Interest and dividends on investment securities:
Taxable

Tax-exempt

Dividend and other interest income

Federal funds sold

Deposits in other banks

TOTAL INTEREST AND DIVIDEND INCOME

INTEREST EXPENSE
Deposits

Short-term borrowings
Long-term borrowings

Junior subordinate debentures

TOTAL INTEREST EXPENSE

NET INTEREST INCOME
PROVISION FOR LOAN LOSSES

NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSES

NON-INTEREST INCOME

Service charges and fees

Gain on sale of loans

Earnings on bank-owned life insurance
Brokerage

Trust

Interchange fees

Other

TOTAL NON-INTEREST INCOME

For the Three Months Ended

March 31,
2011

$ 4,448 $
280

1,457
126
11

6,332

1,224
84
39
24

1,371

4,961

80

4,881

414
161
108

60
216
219
250

1,428

2010

4,677
212

1,861
105
10

6,868

1,537
106
125

23

1,791

5,077

310

4,767

426
130
116

89
171
195
171

1,298
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NON-INTEREST EXPENSE
Salaries

Employee benefits

Occupancy

Furniture and equipment

State shares tax

Professional fees

Director s fees

FDIC assessments
Telecommunications

Amortization of core deposit intangible
Automated teller machine and interchange
Other

TOTAL NON-INTEREST EXPENSE
INCOME BEFORE INCOME TAX PROVISION
INCOME TAX PROVISION

NET INCOME

EARNINGS PER SHARE
CASH DIVIDENDS PER SHARE

WEIGHTED AVERAGE SHARES OUTSTANDING

See accompanying notes to the unaudited consolidated financial statements.
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1,657
585
298
301
143
153

68
149
83
127
151
429

4,144
2,165
555

$ 1,610

$ 0.72
$ 0.31

2,226,195

1,576
471
293
311
133
145

67
147
96
151
130
455

3,975
2,090
550

1,540

0.69
0.29

2,243,439
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CCFNB Bancorp, Inc.
Consolidated Statements of Changes in Stockholders Equity
(Unaudited)
Accumulated
Common Other Total
Stock RetainébmprehensiPeeasurtockholders
Income
Shares Amount Surplus Earnngs (Loss) Stock  Equity

(In Thousands Except Per Share Data)

Balance, December 31, 2009
Comprehensive Income:

Net income

Change in net unrealized gain on
investment securities available-for-sale,
net of reclassification adjustment and tax
effects

Total comprehensive income

Common stock issuance under dividend
reinvestment and stock purchase plans
Recognition of employee stock purchase
plan expense

Purchase of treasury stock (17,500 shares)
Cash dividends, ($0.29 per share)

Balance, March 31, 2010

Balance, December 31, 2010
Comprehensive Income:

Net income

Change in net unrealized gain on
investment securities available-for-sale,
net of reclassification adjustment and tax
effects

Total comprehensive income

Common stock issuance under dividend
reinvestment and stock purchase plans
Recognition of employee stock purchase
plan expense

Cash dividends, ($0.31 per share)

Balance, March 31, 2011

2,270,850 $2,838 $27,539 $32,723 $ 2,523 § (537) $ 65,086

4,140

6

106

1,540 1,540

348 348

1,888

112

1
(474)
(650)

(474)
(650)

2,274,990 $2,844 $27,646 $33,613 §$ 2871 $(1,011) $ 65,963

2,286,931

3,860

$ 2,859

5

$27,964 $36,397 $ 2,221

111

$(1,587) $ 67,854
1,610 1,610
(348) (348)

1,262

116

1

(690) (690)

2,290,791 $2,864 $28,076 $37,317 $ 1,873 $(1,587) $ 68,543

See accompanying notes to the unaudited consolidated financial statements.
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CCFNB Bancorp, Inc.

Consolidated Statements of Cash Flows

(Unaudited)

(In Thousands)

OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by operating
activities:

Provision for loan losses

Depreciation and amortization of premises and equipment
Amortization and accretion on investment securities

Deferred income taxes (benefit) provision

Gain on sale of loans

Proceeds from sale of mortgage loans

Originations of mortgage loans held for resale

Amortization of intangibles and invesment in limited partnerships
(Increase) Decrease in accrued interest receivable

Increases in cash surrender value of bank-owned life insurance
Decrease in accrued interest payable

Other, net

Net cash provided by operating activities

INVESTING ACTIVITIES

Investment securities available for sale:
Purchases

Proceeds from sales, maturities and redemptions
Proceeds from redemption of restricted securities
Purchase of restricted securities

Net increase in loans

Acquisition of premises and equipment

Net cash provided by investing activities

FINANCING ACTIVITIES

Net increase in deposits

Net decrease in short-term borrowings
Repayment of long-term borrowings
Acquisition of treasury stock

Proceeds from issuance of common stock
Cash dividends paid

Net cash provided by (used for) financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

$

For The Three Months Ended

March 31,
2011

1,610

80

200

255
(63)
(161)

7,305
(8,202)

166
(59)
(133)
(60)

8

946

(20,044)
22,048
149

(1,893)
(251)

9
8,675
(3,699)

(1)

116
(690)

4,401

5,356

$

2010

1,540

310
233
242

44
(130)
4,561

(4,815)
192
103

(141)
(96)
(1,085)

958

(5,118)
29,102

(184)
(6,905)
(158)

16,737
5,968
(2,747)
(5,001)

(474)
112

(650)

(2,792)

14,903

10



Edgar Filing: CCFNB BANCORP INC - Form 10-Q
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 27,595

CASH AND CASH EQUIVALENTS, END OF PERIOD $ 32,951
SUPPLEMENTAL DISCLOSURES OF CASH FLOW

INFORMATION

Interest paid $ 1,431

Income taxes paid
Loans transferred to other real estate owned

See accompanying notes to the unaudited consolidated financial statements.
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11,459

26,362

1,887
99
300
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CCFNB BANCORP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of CCFNB Bancorp, Inc. (the Corporation ) are in accordance with the
accounting principles generally accepted in the United States of America and conform to common practices within the
banking industry. The more significant policies follow:

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of CCFNB Bancorp, Inc. and its wholly-owned
subsidiary, First Columbia Bank & Trust Co. (the Bank ). Columbia Financial Corporation ( CFC ), the former parent
company of the Bank was acquired by CCFNB Bancorp, Inc. on July 18, 2008 and Columbia County Farmers
National Bank ( CCFNB ) merged with and into the Bank on July 18, 2008. All significant inter-company balances and
transactions have been eliminated in consolidation.

NATURE OF OPERATIONS

The Corporation is a financial holding company that provides full service banking, including trust services, through
the Bank, to individuals and corporate customers. The Bank has fourteen offices covering an area of approximately
752 square miles in Northcentral Pennsylvania. The Corporation and Bank are subject to the regulation of the
Pennsylvania Department of Banking, the Federal Deposit Insurance Corporation, and the Federal Reserve Bank of
Philadelphia.

Procuring deposits and making loans are the major lines of business. The deposits are mainly deposits of
individuals and small businesses and include various types of checking accounts, statement savings, money market
accounts, interest checking accounts, individual retirement accounts, and certificates of deposit. The Bank also offers
non-insured Repo sweep accounts. Lending products include commercial, consumer, and mortgage loans. The trust
services, trading under the name of B.B.C.T., Co. include administration of various estates, pension plans,
self-directed IRA s and other services. A third-party brokerage arrangement is also resident in the Lightstreet branch.
This investment center offers a full line of stocks, bonds and other non-insured financial services.

SEGMENT REPORTING

The Bank acts as an independent community financial services provider, and offers traditional banking and related
financial services to individual, business and government customers. Through its branch, remote capture, internet
banking, telephone and automated teller machine network, the Bank offers a full array of commercial and retail
financial services, including the taking of time, savings and demand deposits; the making of commercial, consumer
and mortgage loans; and the providing of other financial services. The Bank also performs personal, corporate,
pension and fiduciary services through its B.B.C.T., Co. as well as offers diverse investment products through its
investment center.

Management does not separately allocate expenses, including the cost of funding loan demand, between the
commercial, retail, trust and investment center operations of the Corporation. As such, discrete financial information
is not available and segment reporting would not be meaningful.

USE OF ESTIMATES

The preparation of these consolidated financial statements in conformity with accounting principles in the United
States of America 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 these consolidated financial statements
and the reported amounts of revenue and expenses during the reporting periods. Actual results could differ
significantly from those estimates. Material estimates that are particularly susceptible to significant changes include
the assessment for impairment of certain investment securities, the allowance for loan losses, deferred tax assets and
liabilities, impairment of other intangible assets, and other real estate owned. Assumptions and factors used in the
estimates are evaluated on an annual basis or whenever events or changes in circumstances indicate that the previous
assumptions and factors have changed. The result of the analysis could result in adjustments to the estimates.
INVESTMENT SECURITIES

The Corporation classifies its investment securities as either held-to-maturity or available-for-sale at the time of
purchase. Debt securities are classified as held-to-maturity when the Corporation has the ability and positive intent to

12
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hold the securities to maturity. Investment securities held-to-maturity are carried at cost adjusted for amortization of
premiums and accretion of discounts to maturity.

Debt securities not classified as held-to-maturity and equity securities included in the available-for-sale category
are carried at fair value, and the amount of any unrealized gain or loss net of the effect of deferred income taxes is
reported as other comprehensive income in the Consolidated Statement of Changes in Stockholders Equity.
Management s decision to sell available-for-sale securities is based on changes in economic conditions controlling the
sources and uses of funds, terms, availability of and yield of alternative investments, interest rate risk, and the need for
liquidity.

7
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The cost of debt securities classified as held-to-maturity or available-for-sale is adjusted for amortization of
premiums and accretion of discounts to maturity. Such amortization and accretion, as well as interest and dividends, is
included in interest income from investments. Realized gains and losses are included in net investment securities
gains. The cost of investment securities sold, redeemed or matured is based on the specific identification method.
RESTRICTED SECURITIES

Restricted equity securities consist of stock in the Federal Home Loan Bank of Pittsburgh ( FHLB  Pittsburgh ), and
Atlantic Central Bankers Bank ( ACBB ) and do not have a readily determinable fair value because their ownership is
restricted, and they can be sold back only to the FHLB-Pittsburgh, ACBB or to another member institution. Therefore,
these securities are classified as restricted equity investment securities, carried at cost, and evaluated for impairment.
At March 31, 2011, the Corporation held $2,828,000 in stock of the FHLB-Pittsburgh and $35,000 in stock of ACBB.
At December 31, 2010, the Corporation held $2,977,000 in stock of FHLB-Pittsburgh and $35,000 in stock of ACBB.

The Corporation evaluated its holding of restricted stock for impairment and deemed the stock to not be impaired
due to the expected recoverability of par value, which equals the value reflected within the Corporation s financial
statements. The decision was based on several items ranging from the estimated true economic losses embedded
within FHLB s mortgage portfolio to the FHLB s liquidity position and credit rating. The Corporation utilizes the
impairment framework outlined in GAAP to evaluate stock for impairment. The following factors were evaluated to
determine the ultimate recoverability of the par value of the Corporation s restricted stock holdings; (i) the significance
of the decline in net assets of the FHLB as compared to the capital stock amount for the FHLB and the length of time
this situation has persisted; (ii) commitments by the FHLB to make payments required by law or regulation and the
level of such payments in relation to the operating performance of the FHLB; (iii) the impact of legislative and
regulatory changes on the institutions and, accordingly, on the customer base of the FHLB; (iv) the liquidity position
of the FHLB; and (v) whether a decline is temporary or whether it affects the ultimate recoverability of the FHLB
stock based on (a) the materiality of the carrying amount to the member institution and (b) whether an assessment of
the institution s operational needs for the foreseeable future allow management to dispose of the stock. Based on the
analysis of these factors, the Corporation determined that its holding of restricted stock was not impaired at March 31,
2011 and December 31, 2010.

LOANS

Loans are stated at their outstanding principal balances, net of deferred fees or costs, unearned income, and the
allowance for loan losses. Interest on loans is accrued on the principal amount outstanding, primarily on an actual day
basis. Non-refundable loan fees and certain direct costs are deferred and amortized over the life of the loans using the
interest method. The amortization is reflected as an interest yield adjustment, and the deferred portion of the net fees
and costs is reflected as a part of the loan balance.

Real estate mortgage loans held for resale are carried at the lower of cost or market on an aggregate basis. A
portion of these loans are sold with limited recourse by the Corporation.

Generally, a loan is classified as non-accrual, with the accrual of interest on such a loan discontinued when the
contractual payment of principal or interest has become 90-days past due or management has serious doubts about
further collectibility of principal or interest, even though the loan may be currently performing. A loan may remain on
accrual status if it is in the process of collection and is either guaranteed or well-secured. When a loan is placed on
non-accrual status, unpaid interest credited to income in the current year is reversed, and unpaid interest accrued in
prior years is charged against the allowance for loan losses. Certain non-accrual loans may continue to perform
wherein payments are still being received with those payments generally applied to principal. Non-accrual loans
remain under constant scrutiny and if performance continues, interest income may be recorded on a cash basis based
on management s judgment as to collectibility of principal.

A loan is considered impaired when, based on current information and events, it is probable that the Corporation
will be unable to collect all amounts due according to the contractual terms of the loan agreement. Under current
accounting standards, the allowance for loan losses related to impaired loans is based on discounted cash flows using
the loan s effective interest rate or the fair value of the collateral for certain collateral dependent loans. The recognition
of interest income on impaired loans is the same as for non-accrual loans discussed above.

ALLOWANCE FOR LOAN LOSSES

14
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The allowance for loan losses is established through provisions for loan losses charged against income. Loans
deemed to be uncollectible are charged against the allowance for loan losses, and subsequent recoveries, if any, are
credited to the allowance.

The allowance for loan losses is maintained at a level established by management to be adequate to absorb
estimated potential loan losses. Management s periodic evaluation of the adequacy of the allowance for loan losses is
based on the Corporation s past loan loss experience, known and inherent risks in the portfolio, adverse situations that
may affect the borrower s ability to repay (including the timing of future payments), the estimated value of any
underlying collateral, composition of the loan portfolio, current economic conditions, and other relevant factors. This
evaluation is inherently subjective as it requires material estimates, including the amounts and timing of future cash
flows expected to be received on impaired loans that may be susceptible to significant change.

In addition, the Bank is subject to periodic examination by its federal and state examiners, and may be required by
such regulators to recognize additions to the allowance for loan losses based on their assessment of credit information
available to them at the time of their examinations.

In addition, an allowance is provided for possible credit losses on off-balance sheet credit exposures. The
allowance is estimated by management and is classified in other liabilities.

8
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The allowance consists of specific and general components. The specific component relates to loans that are
individually classified as impaired. At the present time, select loans are not aggregated for collective impairment
evaluation, as such; all loans are subject to individual impairment evaluation should the facts and circumstances
pertinent to a particular loan suggest that such evaluation is necessary. Factors considered by management in
determining impairment include payment status and the probability of collecting scheduled principal and interest
payments when due. Loans that experience insignificant payment delays and payment shortfalls generally are not
classified as impaired. A loan is considered impaired when, based on current information and events, it is probable
that the Bank will be unable to collect the scheduled payments of principal or interest when due according to the
contractual terms of the loan agreement. Management determines the significance of payment delays and payment
shortfalls on a case-by-case basis, taking into consideration all of the circumstances surrounding the loan and the
borrower, including the length of the delay, the reasons for the delay, the borrower s prior payment record, and the
amount of the shortfall in relation to the principal and interest owed. If a loan is impaired, a portion of the allowance is
allocated so that the loan is reported, net, at the present value of estimated future cash flows using the loan s existing
rate or at the fair value of collateral if repayment is expected solely from collateral. Troubled debt restructurings are
separately identified for impairment disclosures and are measured at the present value of estimated future cash flows
using the loan s effective rate at inception. If a trouble debt restructuring is considered to be a collateral dependent
loan, the loan is reported, net, at the fair value of the collateral. For troubled debt restructurings that subsequently
default, the Bank determines the amount of reserve in accordance with the accounting policy for the allowance for
loan losses.

The general component covers all other loans not identified as impaired and is based on historical losses adjusted
for current factors. The historical loss component of the allowance is determined by losses recognized by portfolio
segment over the preceding two years. In calculating the historical component of our allowance, we aggregate our
loans into one of four portfolio segments: Commercial, Financial & Agriculture, Commercial Real Estate, Consumer
Real Estate, and Installment Loans to Individuals. Risk factors impacting loans in each of the portfolio segments
include broad deterioration of property values, reduced consumer and business spending as a result continued high
unemployment and reduced credit availability and lack of confidence in a sustainable recovery. Actual loss experience
is supplemented with other economic factors based on the risks present for each portfolio segment. These economic
factors include consideration of the following: the concentration of watch and substandard loans as a percentage of
total loans, levels of loan concentration within the portfolio segment or division of a portfolio segment and broad
economic conditions.

PREMISES AND EQUIPMENT

Premises and equipment are stated at cost less accumulated depreciation computed principally on the straight-line
method over the estimated useful lives of the assets. Maintenance and minor repairs are charged to operations as
incurred. The cost and accumulated depreciation of the premises and equipment retired or sold are eliminated from the
property accounts at the time of retirement or sale, and the resulting gain or loss is reflected in current operations.
MORTGAGE SERVICING RIGHTS

The Bank originates and sells real estate loans to investors in the secondary mortgage market. After the sale, the
Bank retains the right to service most of these loans. When originated mortgage loans are sold and servicing is
retained, a servicing asset is capitalized based on relative fair value at the date of sale. Servicing assets are amortized
as an offset to other fees in proportion to, and over the period of, estimated net servicing income. The unamortized
cost is included in other assets in the accompanying consolidated balance sheets. The servicing rights are periodically
evaluated for impairment based on their relative fair value.

JUNIOR SUBORDINATE DEBENTURES

During 2006, CFC issued $4,640,000 in junior debentures due December 15, 2036 to Columbia Financial Statutory
Trust I (Trust). On July 18, 2008, the Corporation became the successor to CFC and to this Trust, respectively. The
Corporation owns all of the $140,000 in common equity of the Trust and the debentures are the sole asset of the Trust.
The Trust, a wholly-owned unconsolidated subsidiary of the Corporation, issued $4,500,000 of floating-rate trust
capital securities in a non-public offering in reliance on Section 4 (2) of the Securities Act of 1933. The floating-rate
capital securities provide for quarterly distributions at a variable annual coupon rate, reset quarterly, based on the
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3-month LIBOR plus 1.75%. The coupon rate was 2.06% at March 31, 2011. The securities are callable by the
Corporation, subject to any required regulatory approval, at par, after five years. The Corporation unconditionally
guarantees the trust capital securities. The terms of the junior subordinated debentures and the common equity of the
trust mirror the terms of the trust capital securities issued by the Trust.
INTANGIBLE ASSETS GOODWILL

Goodwill represents the excess of the purchase price over the fair market value of net assets acquired. The
Corporation has recorded net goodwill of $7,937,000 at March 31, 2011 and December 31, 2010 related to the 2008
acquisition of Columbia Financial Corporation and its subsidiary, First Columbia Bank & Trust Co. In accordance
with current accounting standards, goodwill is not amortized. Management performs an annual evaluation for
impairment. Any impairment of goodwill results in a charge to income. The Corporation periodically assesses whether
events or changes in circumstances indicate that the carrying amounts of goodwill and other intangible assets may be
impaired. Goodwill is tested for impairment at the reporting unit level and an impairment loss is recorded to the extent
that the carrying amount of goodwill exceeds its implied fair value. The Company employs general industry practices
in evaluating the impairment of its goodwill and other intangible assets. The Company calculates the value of
goodwill using a combination of the following valuation methods: dividend discount analysis under the income
approach, which calculates the present value of all excess cash flows plus the present value of a terminal value, the
price/earnings multiple under the market approach and the

9
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change in control premium to market price approach. Based upon these reviews, management determined there was no
impairment of goodwill during 2011 or 2010. No assurance can be given that future impairment tests will not result in
a charge to earnings.
INTANGIBLE ASSETS CORE DEPOSIT

The Corporation has an amortizable intangible asset related to the deposit premium paid for the acquisition of
Columbia Financial Corporation s subsidiary, First Columbia Bank & Trust Co. This intangible asset is being
amortized on a sum of the years digits method over 10 years and has a carrying value of $2,065,000 as of March 31,
2011. At December 31, 2010, the intangible asset had a carrying value of $2,192,000. The recoverability of the
carrying value is evaluated on an ongoing basis, and permanent declines in value, if any, are charged to expense.
Amortization of the core deposit intangible amounted to $127,000 and $151,000 for the three months ended March 31,
2011 and 2010, respectively.
The estimated amortization expense of the core deposit intangible over its remaining life is as follows:

For the Year Ended:

Remainder of 2011 $ 382,000
2012 442,000
2013 374,000
2014 308,000
2015 240,000
Thereafter 319,000
Total $ 2,065,000

OTHER REAL ESTATE OWNED

Real estate properties acquired through, or in lieu of, loan foreclosure are held for sale and are initially recorded at
fair value on the date of foreclosure establishing a new cost basis. After foreclosure, valuations are periodically
performed by management and the real estate is carried at the lower of carrying amount or fair value less cost to sell
and is included in other assets. Revenues derived from and costs to maintain the assets and subsequent gains and
losses on sales are included in other non-interest income and expense. There was no other real estate owned as of
March 31, 2011 and December 31, 2010.
BANK OWNED LIFE INSURANCE

The Corporation invests in Bank Owned Life Insurance (BOLI). Purchase of BOLI provides life insurance
coverage on certain present and retired employees and Directors with the Corporation being owner and primary
beneficiary of the policies.
INVESTMENTS IN LIMITED PARTNERSHIPS

The Corporation is a limited partner in four partnerships at March 31, 2011 that provide low income housing in the
Corporation s geographic market area. The investments are accounted for under the effective yield method. Under the
effective yield method, the Corporation recognizes tax credits as they are allocated and amortizes the initial cost of the
investment to provide a constant effective yield over the period that the tax credits are allocated to the Corporation.
Under this method, the tax credits allocated, net of any amortization of the investment in the limited partnerships, are
recognized in the consolidated statements of income as a component of income tax expense. The amount of tax credits
allocated to the Corporation was $158,000 and the amortization of the investments in limited partnerships was
$38,000 and $41,000 for the three months ended March 31, 2011 and 2010, respectively. The carrying value of the
Corporation s investments in limited partnerships was $1,568,000 at March 31, 2011 and $1,607,000 at December 31,
2010.
INVESTMENT IN INSURANCE AGENCY

The Corporation owns a 50 percent interest in a local insurance agency, a corporation organized under the laws of
the Commo