Fourth Quarter, 2015
Dear Shareholder:
“Creating Value Through Lifelong Relationships” is the Vision
that has driven our efforts for more than 150 years, and
continues to be the rallying call across the organization. Your
Team is fully engaged in building on a very strong foundation
to grow the franchise, consistent with this Vision, and to
continue delivering long-term value to our Shareholders.
During the fourth quarter of 2015, we maintained momentum
in building customer relationships with loan growth totaling
$25 million, which included increases in commercial,
mortgage, and consumer categories. Each new loan involves
a customer relationship that can be enhanced by the value
delivered through our team of professional bankers and
wealth managers. To reinforce this focus and further energize
the Team, we had a kick-off event that engaged the entire
Team in building a culture that aligns with our Vision.
We also completed work on a new website which will be rolled
out by the end of January. This site provides new capabilities
and will serve as the foundation for enhancing on-line
services moving forward that will simplify and provide greater
access to our customers. More to come throughout 2016 on
this front.
I am very proud of our Team’s commitment to engaging in our
communities, as well. The results of our “Giving Back, Giving
Together” initiative for 2015 to support the local food banks
throughout our markets are described in the “Commitment to
Community” article included in this edition of BanCNotes. We
produced amazing results and we will be working to support
first responders in a similar fashion during 2016.
While we continue to invest in our people, future capacity, and
communities, we also produced solid financial performance.
Earnings per share were $.33 for the for the fourth quarter
of 2015 as compared to $.35 in the third quarter of 2015 and
the fourth quarter of 2014. For the year ended December 31,
2015, diluted earnings per share was $1.35 as compared to
$1.38 in 2014. Return on average assets for 2015 was 1.32%
and return on average equity was 8.72%.
Net interest income decreased slightly during the quarter
due to a reduction in earning assets. This decline was
primarily driven by lower municipal deposits resulting from
the Pennsylvania state budget impasse, with an offsetting
reduction in investment securities. The net interest margin
during the fourth quarter was 3.69% as compared to 3.66%
during the third quarter of 2015 and 3.73% in the fourth
quarter of 2014. The Federal Reserve raised its target federal
funds rate during December for the first time in nearly ten
years. This change had virtually no impact on fourth quarter
net interest income, and any significant impact on 2016
results will depend on additional Fed action to increase rates
and any changes to the shape of the yield curve.

In the fourth quarter we continued efforts to support the
future net interest margin by realizing gains on the sale of
bank and bank holding company stocks totaling $1,744,000,
and recognizing losses from prepayment of a borrowing of
$1,663,000. We estimate that the combined impact of the
debt prepayment and reinvestment of the proceeds from
the stock sales will increase the fully taxable equivalent net
interest margin by approximately $524,000 during 2016.
The provision for loan losses was $319,000 during the fourth
quarter, as compared to $302,000 during the third quarter of
2015. For the year ended December 31, 2015 the provision
totaled $845,000 up from $476,000 in 2014, reflecting
additions to the allowance for loan losses to support strong
loan growth during the quarter and for the year. Credit quality
remains strong as reflected by stable past due and nonperforming loan metrics at December 31, 2015 compared to a
year earlier.
Noninterest income, excluding securities gains increased
during the fourth quarter of 2015 to $3.99 million as compared
to $3.96 million in the third quarter and $3.80 million during
the fourth quarter of 2014. For all of 2015, noninterest income
was $15.4 million, essentially unchanged from 2014.
Noninterest expenses, excluding loss on prepayment of
borrowings, totaled $8.4 million in the fourth quarter 2015
up from $8.1 million in the third quarter and $8.25 million in
the fourth quarter 2014. For the year ended December 31,
2015, noninterest expenses, excluding loss on prepayment of
borrowings, were $32.96 million, down $1.2 million, or 3.5%,
from 2014.
Total assets and deposits declined modestly during the fourth
quarter of 2015 compared to the prior quarter and year ended
December 31, 2014.Total loans grew by $25 million during the
fourth quarter and have increased by nearly $74 million, or
11.8%, since year end 2014.
C&N remains in a very strong capital position by all measures.
The cash dividend paid during the fourth quarter was $.26 per
share, resulting in a total payment of $1.04 for 2015. This
total produced a yield of 4.95% based on the December 31,
2015 market price of $21.00.
We appreciate your support of C&N as both shareholders and
customers and are committed to creating value through both
of these relationships.

J. Bradley Scovill
President & CEO

Full details on our Fourth Quarter Earnings can be found on the Investor Relations section at www.cnbankpa.com

CONDENSED, CONSOLIDATED EARNINGS INFORMATION
(In Thousands, Except Per Share Data) (Unaudited)

Q-4, 2015
(Current)
$11,036
1,087
9,949
319
9,630
3,994
1,776
1,663
8,411
5,326
1,261
$4,065

Q-4, 2014
(Prior Year)
$11,468
1,257
10,211
123
10,088
3,802
210
0
8,250
5,850
1,482
$4,368

$ Incr.
(Decr.)
($432)
(170)
(262)
196
(458)
192
1,566
1,663
161
(524)
(221)
($303)

% Incr.
(Decr.)
-3.77%
-13.52%
-2.57%
159.35%
-4.54%
5.05%
745.71%

$0.33
$0.33
$0.26
12,180,435
12,203,951

$0.36
$0.35
$0.26
12,302,646
12,325,409

($0.03)
($0.02)
$0.00

-8.33%
-5.71%
0.00%

Interest and Dividend Income
Interest Expense
Net Interest Income
Provision for Loan Losses
Net Interest Income After Provision for Loan Losses
Other Income
Net Gains on Available-for-sale Securities
Loss on Prepayment of Borrowings
Other Noninterest Expenses
Income Before Income Tax Provision
Income Tax Provision
Net Income

12/31/2015
(Current)
$44,519
4,602
39,917
845
39,072
15,404
2,861
2,573
32,956
21,808
5,337
$16,471

12/31/2014
(Prior Year)
$46,009
5,122
40,887
476
40,411
15,420
1,104
0
34,157
22,778
5,692
$17,086

$ Incr.
(Decr.)
($1,490)
(520)
(970)
369
(1,339)
(16)
1,757
2,573
(1,201)
(970)
(355)
($615)

% Incr.
(Decr.)
-3.24%
-10.15%
-2.37%
77.52%
-3.31%
-0.10%
159.15%

PER COMMON SHARE DATA:
Net Income – Basic
Net Income – Diluted
Dividend Per Share
Number Shares Used in Computation - Basic
Number Shares Used in Computation - Diluted
Market Value (Last Trade)
Price Earnings Multiple (Annualized)
Dividend Yield (Annualized)

$1.35
$1.35
$1.04
12,211,941
12,233,773
$21.00
15.56
4.95%

$1.38
$1.38
$1.04
12,390,067
12,412,050
$20.67
14.98
5.03%

($0.03)
($0.03)
$0.00

-2.17%
-2.17%
0.00%

$0.33
0.58
-0.08%

1.60%
3.87%
-1.59%

12/31/2015
(Current)
$36,061
420,290
280
696,991
11,972
57,823
$1,223,417

12/31/2014
(Prior Year)
$36,047
516,807
0
623,209
11,994
53,906
$1,241,963

$ Incr.
(Decr.)
$14
(96,517)
280
73,782
(22)
3,917
($18,546)

% Incr.
(Decr.)
0.04%
-18.68%

$935,615
4,915
940,530
87,348
8,052
1,035,930

$967,989
5,537
973,526
73,060
7,015
1,053,601

($32,374)
(622)
(32,996)
14,288
1,037
(17,671)

-3.34%
-11.23%
-3.39%
19.56%
14.78%
-1.68%

184,959

183,002

1,957

1.07%

2,493
35
187,487
$1,223,417

5,281
79
188,362
$1,241,963

(2,788)
(44)
(875)
($18,546)

-52.79%
-55.70%
-0.46%
-1.49%

Interest and Dividend Income
Interest Expense
Net Interest Income
Provision for Loan Losses
Net Interest Income After Provision for Loan Losses
Other Income
Net Gains on Available-for-sale Securities
Loss on Prepayment of Borrowings
Other Noninterest Expenses
Income Before Income Tax Provision
Income Tax Provision
Net Income
PER COMMON SHARE DATA:
Net Income – Basic
Net Income – Diluted
Dividend Per Share
Number Shares Used in Computation - Basic
Number Shares Used in Computation - Diluted

YEARS ENDED

CONDENSED, CONSOLIDATED BALANCE SHEET DATA
(In Thousands, Except Per Share Data) (Unaudited)
ASSETS
Cash & Due from Banks
Available-for-sale Securities
Loans Held for Sale
Loans, Net
Intangible Assets
Other Assets
TOTAL ASSETS
LIABILITIES
Deposits
Repo Sweep Accounts
Total Deposits and Repo Sweeps
Borrowed Funds
Other Liabilities
TOTAL LIABILITIES
SHAREHOLDERS' EQUITY
Common Shareholders' Equity, Excluding Accumulated
Other Comprehensive Income
Accumulated Other Comprehensive Income:
Net Unrealized Gains/Losses on
Available-for-sale Securities
Defined Benefit Plans
TOTAL SHAREHOLDERS' EQUITY
TOTAL LIABILITIES & SHAREHOLDERS' EQUITY

1.95%
-8.96%
-14.91%
-6.94%

-3.52%
-4.26%
-6.24%
-3.60%

11.84%
-0.18%
7.27%
-1.49%

With almost $180,000 in charitable
contributions made throughout
2015, we continue our steadfast
support of our communities,
neighbors and local organizations.

Giving Back, Giving Together
Closes Out the Year with Purpose
When people come together
to support an important cause,
amazing things happen. We

launched our Giving Back, Giving
Together community involvement
initiative in March 2015 and set
a goal to raise $10,000 for our
local community food banks. With
a remarkable display of teamwork
from our employees, customers,
clients, friends and neighbors, we’ve
surpassed that goal FIVE times
over with a total of $50,750.99.
We hosted themed food drives
called “Pack the Protein” and “Stuff
a Lunch,” during which we collected
6,583 food items. Our employees
volunteered 111 times throughout
the year at local food banks. Our
employees gave generously from
their own pockets during Jeans
Days, held the last Friday of each
month. Our customers helped with

donations of their own and there
was even a dunk tank fundraiser in
August! We certainly had some fun,
all while making substantial impact
to local dinner tables around our
community. Thanks to everyone who
helped us along the way.
And there is no stopping us now! The
New Year will bring a new cause to
get behind for 2016 and we can’t
wait to get started….

C&N employees volunteering at the Central PA Food Bank
on 12/12/15. From Left: Halle Niklaus, Commercial Loan Sales
Officer; Sandy Christ, Marketing Assistant; Diane Egly, Muncy
Community Office Manager; Charity Frantz, Marketing Director;
and Brad Scovill, President and CEO

New Year, New Look
The new cnbankpa.com launches
January, 2016! We’re making a fresh
start this year by launching a totally
redesigned website that will provide
a best-in-class online experience.
Design with a Modern Flair
Customers will immediately notice
the modernized design on every
page of our website. This refreshing
visual change will help
maintain our key brand
qualities while allowing
us to evolve with the
times.
Better User Experience
This new site will deliver a
seamless and enjoyable
user experience that
helps customers find
information and take

care of tasks easier than ever, leaving each screen size accordingly. In an
a positive impression with current
increasingly mobile world, this new
feature will make visiting our site
and prospective customers alike.
much more rewarding for customers
Access on Multiple Devices
on the go.
Our new site will employ what is

known as “Responsive Design,” which
A Lifetime of Opportunities
means it will recognize if you are
From the date of launch until
accessing the site through desktop,
February 29th, we will hold a contest
tablet or phone, and will adapt to
encouraging customers to browse
the new site and submit
their name for a chance
to win $500 as well as
a matched $500 to be
donated to a non-profit
organization of their
choosing. They can visit
lifetimeofopportunities.
com for official rules and
details regarding the
contest.
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BEN HOWE
Benjamin Howe,
Trust Officer, Citizens
& Northern Bank’s
Trust and Financial
Management Group,
was among a number
of professionals who
attended the Cannon
Trust School offered
by Cannon Financial
Institute. CFI’s School is a three year school,
consisting of 38 hours of classroom instructions
each year. Diplomas are awarded upon
completion of the entire sequence. Additionally,
Ben successfully completed the Cannon Trust
School with Honor Graduate designation,
Cannon’s highest academic distinction. This
award is given to those students who complete
each level of the course with a 90 or above
on each of the comprehensive exams given at
the conclusion of each class. In addition, Ben
has earned the designation of Certified Trust
& Financial Advisor (“CTFA”) after successfully
passing the CTFA exam.

TRIBAL CONNECTION
October 27th was a milestone for Citizens
& Northern Bank, marking a renewed
commitment to delivering extraordinary value
to everyone we serve. The entire bank gathered
at The Scottish Rite in Williamsport to kick
off a new era at C&N. The kickoff served
as the catalyst to elevate our professional
standards and usher in
an exciting and positive
culture transformation.
We immediately
began implementing
new concepts into our
daily routines by first
addressing our phone

$21.00 (as of 12/31/2015)

standards. As a training and professional
development tool, every employee will be tested
through 3 rounds of phone call mystery shops.
Perfect scores are rewarded and celebrated
bank-wide. We are very excited about this
transformation and the opportunity it presents
to C&N in achieving our vision for the future.

Contact Center/Internet Banking:
1-877-838-2517
Trust & Financial Management Group: 1-800-487-8784
C&N Financial Services:
1-866-ASK-CNFS
Telephone Banking:
1-877-622-5526

Find us Online:
www.cnbankpa.com
www.cntrustpa.com
www.cnfinancialservices.com

