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EXPLANATORY NOTE 

 
This Amendment No. 1 (this “Amendment”) of the Connecticut Bank & Trust Company (“CBT” or the “Bank”) amends 
the Bank’s Quarterly Report on Form 10-Q for the period ended June 30, 2011, originally filed August 12, 2011 (the 
“Form 10-Q”). This amendment is being filed in order to amend and restate  Part I, Item 2 – Management’s Discussion 
and Analysis of Financial Condition and Results of Operations (the “MD&A Section”) of the Form 10-Q to correct an 
error in the amount of brokered deposits at June 30, 2011 that was disclosed in the MD&A Section.   
 
The Bank incorrectly reported the total amount of brokered deposits, including brokered money market accounts, as $10.1 
million at June 30, 2011 in the MD&A Section. In this Amendment, the Bank reports the correct total amount of brokered 
deposits, including money market accounts, of $30.2 million at June 30, 2011 in the MD&A Section.  
 
For purposes of this Amendment, and in accordance with Rule 12b-15 under the Securities Exchange Act of 1934, as 
amended (the “Exchange Act”), Part I, Item 2 – Management’s Discussion and Analysis of Financial Condition and 
Results of Operations of Form 10-Q has been amended and restated in it’s entirety.      
 
Additionally, Part II, Item 6 has been amended to include the Bank’s currently dated certifications of the Bank’s principal 
executive officer and principal financial officer as required by Sections 302 and 906 of the Sarbanes-Oxley Act of 2002. 
Other than the items outlined above, there are no changes to the Form 10-Q. No attempt has been made in this Form 10-
Q/A to modify or update the disclosures presented in the Form 10-Q, including the exhibits to the Form 10-Q, except as 
required to reflect the effects of the restatement of Part 1, Item 2 – Management’s Discussion and Analysis of Financial 
Condition and Results of Operations as of and for the period ended June 30, 2011 in Form 10-Q. Information not affected 
by the restatement is unchanged and reflects the disclosures made at the time of the original filing of the Form 10-Q on 
August 12, 2011. Except as otherwise specifically noted, all information contained herein is as of June 30, 2011 and does 
not reflect any events or changes that have occurred subsequent to that date. Accordingly, this Form 10-Q/A should be 
read in conjunction with our filings made with the Board of Governors of the Federal Reserve System subsequent to the 
filing of the Form 10-Q, including any amendments to those filings, if any.  
 
The bank is not required to and has not updated any forward-looking statements previously included in the Form 10-Q.  
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PART 1 – FINANCIAL INFORMATION 
 
Item 2.   Management’s Discussion and Analysis of Financial Condition and Results of Operations. 

The following discussion and analysis is designed to assist you in better understanding the financial condition, results of 
operations, liquidity and capital resources of CBT, as well as any significant changes and trends related thereto.  This 
discussion should be read in conjunction with the accompanying unaudited financial statements and the notes appearing in 
Item 1 of this Form 10-Q and the audited financial statements and accompanying notes found on pages 49 through 81 of 
CBT’s Annual Report on Form 10-K for the year ended December 31, 2010, filed with the Board of Governors of the 
Federal Reserve System on March 31, 2011. 

General 
 
CBT provides a broad range of banking services to business enterprises and business sponsors as well as individual 
consumers in its market areas from its eight banking centers and through its website, www.thecbt.com.  CBT is a full 
service commercial bank providing a comprehensive set of loans and deposit services to local businesses, business 
owners, professionals, and other individuals.  CBT actively seeks to finance the credit needs of local businesses and 
actively markets deposit and loan products to businesses and individuals.  CBT also offers certain investment management 
products to its customers.  An important dimension of CBT’s strategy is to provide customers with access to well-trained 
and experienced bank personnel, including the senior management team. 
 

Forward–Looking Statements Safe-harbor Statement 

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Private Securities 
Litigation Reform Act of 1995 relating to, without limitation, the Bank’s future economic performance, plans and 
objectives for future operations, and projections of revenues and other financial items that are based on Management’s 
beliefs, as well as assumptions made by, and information currently available to, Management. The words “may,” “will,” 
“anticipate,” “should,” “would,” “believe,” “contemplate,” “could,” “project,” “predict,” “expect,” “estimate,” “continue,” 
and “intend,” as well as other similar words and expressions of the future, are intended to identify forward-looking 
statements.  

These forward-looking statements generally relate to the Bank’s plans, objectives and expectations for future events and 
include statements about the Bank’s expectations, beliefs, plans, objectives, intentions, assumptions and other statements 
that are not historical facts.  These statements are based on Management’s opinions and estimates as of the date they are 
made. Although the Bank believes that the expectations reflected in these forward-looking statements are reasonable, such 
forward-looking statements are subject to known and unknown risks and uncertainties that may be beyond the Bank’s 
control, which could cause actual results, performance, and achievements to differ materially from results, performance 
and achievements projected, expected, expressed or implied by the forward-looking statements. 

Examples of events that could cause actual results to differ materially from historical results or those anticipated, 
expressed or implied include, without limitation, changes in overall economy and the interest rate environment; the 
Bank’s ability to manage growth; the loss of significant borrowers and depositors; the ability of customers to repay their 
obligations; changes in loan delinquency rates or in the Bank’s levels of nonperforming asset; the adequacy of the 
allowance for loan losses; changes in returns on the Bank’s investment portfolio; competition; changes in deposit flows, 
loan demand, or real estate values; changes in economic climate in market areas in which the Bank operates; the departure 
of key personnel; legislation or regulatory changes; significant changes in accounting, tax, regulatory practices and 
requirements; technological changes; theft of customer information and security breaches; and claims or litigation related 
to breaches of fiduciary responsibility to the Bank’s customers. Although Management has taken certain steps to mitigate 
any negative effect of the aforementioned items, significant unfavorable changes could severely impact the assumptions 
used and have an adverse effect on profitability. 

Because of the risks and uncertainties inherent in forward-looking statements, readers are cautioned not to place undue 
reliance on them, whether included in this Quarterly Report on Form 10-Q or made elsewhere from time to time by the 
Bank in its other filings with the Federal Reserve Bank. The Bank undertakes no obligation to publicly revise any 
forward-looking statements or cautionary factors, except as required by law. 
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Critical Accounting Policies 

In the ordinary course of business, Management makes a number of estimates and assumptions relating to reporting 
results of operations and financial condition in preparing its financial statements in conformity with accounting principles 
generally accepted in the United States of America.  Actual results could differ significantly from those estimates under 
different assumptions and conditions.  Management believes that the critical accounting policies which rely on material 
estimates that are susceptible to significant differences between actual results and estimates are the determination of 
allowance for loan losses, other-than-temporary impairment of securities, and valuation of deferred tax assets.  
Management believes its accounting policy and estimates relating to the provision and allowance for loan losses is very 
important to the portrayal of CBT’s results of operations and financial condition and  requires its most difficult, subjective 
and complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently 
uncertain.  A description of the estimation process and methodology related to the allowance for loan losses, other-than-
temporary impairment of securities and the valuation of deferred tax assets is included in CBT’s financial statements and 
accompanying notes included in CBT’s Annual Report on Form 10-K for the year ended December 31, 2010, filed with 
the Board of Governors of the Federal Reserve on March 31, 2011. 
 
 
Financial Regulatory Reform Legislation 
 
On July 21, 2010, President Obama signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act of 
2010 ( the “Dodd-Frank Act”).  The Dodd-Frank Act will have a broad impact on the financial services industry, 
including significant regulatory and compliance changes including, among other things, (i) enhanced resolution authority 
of troubled and failing banks and their holding companies; (ii) increased capital and liquidity requirements; (iii) increased 
regulatory examination fees; (iv) changes to assessments to be paid to the FDIC for federal deposit insurance; and (v) 
numerous other provisions designed to improve supervision and oversight of, and strengthening safety and soundness for, 
the financial services sector.  Additionally, the Dodd-Frank Act establishes a new framework for systemic risk oversight 
within the financial system to be distributed among new and existing federal regulatory agencies, including the Financial 
Stability Oversight Council, the Federal Reserve, the Office of the Comptroller of the Currency, and the FDIC. 

Effective one year after the date of enactment, the Dodd-Frank Act provides for the elimination of the federal prohibitions 
on paying interest on demand deposits, thus allowing businesses to have interest-bearing checking accounts.  Depending 
on competitive responses, this significant change to existing law could have an adverse impact on our net interest margin 
by potentially increasing our interest expense. 

The Dodd-Frank Act also changes the base for FDIC deposit insurance assessments.  Assessments will now be based on 
the average consolidated total assets less tangible equity capital of a financial institution, rather than on deposits.  The 
Dodd-Frank Act also permanently increases the maximum amount of deposit insurance for banks, savings institutions and 
credit unions to $250,000 per account, retroactive to January 1, 2008, and non-interest bearing transaction accounts have 
unlimited deposit insurance through December 31, 2013.  The legislation also increases the required minimum reserve 
ratio for the Deposit Insurance Fund, from 1.15% to 1.35% of insured deposits, and directs the FDIC to offset the effects 
of increased assessments on depository institutions with less than $10 billion in assets, including the Bank. 

The Dodd-Frank Act will require publicly traded companies, like the Bank, to give their stockholders a non-binding vote 
on executive compensation and so-called “golden parachute” payments, and authorizes the Securities and Exchange 
Commission to promulgate rules that would allow stockholders to nominate their own candidates using a company’s 
proxy materials.  It also provides that the listing standards of the national securities exchanges shall require listed 
companies to implement and disclose “clawback” policies mandating the recovery of incentive compensation paid to 
executive officers in connection with accounting restatements.  The legislation also directs the Federal Reserve Board to 
promulgate rules prohibiting excessive compensation paid to bank holding company executives, regardless of whether the 
company is publicly traded or not. 

The Dodd-Frank Act creates a new Consumer Financial Protection Bureau with broad powers to supervise and enforce 
consumer protection laws.  The Consumer Financial Protection Bureau has broad rule-making authority for a wide range 
of consumer protection laws that apply to all banks and savings institutions, including the authority to prohibit “unfair, 
deceptive or abusive” acts and practices.  The Dodd-Frank Act also weakens the federal preemption rules that have been 
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applicable for national banks and federal savings associations, and gives state attorneys general the ability to enforce 
federal consumer protection laws.  The Dodd-Frank Act requires minimum leverage (Tier 1) and risk based capital 
requirements for bank and savings and loan holding companies that are no less than those applicable to banks. 

It is difficult to predict at this time what specific impact the Dodd-Frank Act and the yet to be written implementing rules 
and regulations will have on community banks.  However, it is expected that at a minimum they will increase our 
operating and compliance costs and could increase our interest expense. 

Comparison of Financial Condition at June 30, 2011 and December 31, 2010 

Total assets were $283.3 million at June 30, 2011, an increase of $9.0 million or 3.3%, compared to $274.2 million at 
December 31, 2010.  Total loans decreased by $664,000 to $223.1 million at June 30, 2011 compared to $223.7 million at 
December 31, 2010. The Bank originated loans totaling $10.2 million during the period ended June 30, 2011 and had 
repayments totaling $9.9 million. The securities portfolio totaled $35.9 million at June 30, 2011 compared to $35.3 
million at December 31, 2010.  The increase in the securities portfolio was due to purchases of eleven (11) government 
sponsored and government guaranteed residential mortgage-backed securities which was offset by the sale of two (2) 
bonds along with calls made on seven (7) other bonds prior to their maturities and the continuous prepayments of 
mortgage-backed securities. Cash and cash equivalents totaled $18.4 million at June 30, 2011 compared to $8.7 million at 
December 31, 2010 and represented CBT’s primary source of liquidity. Other assets decreased by $1.1 million. This 
decrease was due to a $1.0 million due from broker for a security called in December 2010 and the funds being received 
by the Bank in January 2011. The Bank recorded a $700,000 deferred tax asset at June 30, 2011 as a result of a reduction 
in the valuation allowance.  The deferred tax asset was fully reserved for as of December 31, 2010. 
 
Total deposits increased $9.8 million to $223.6 million at June 30, 2011 compared to $213.8 million at December 31, 
2010.  Management employed a variety of strategies to increase funds from a diverse set of depositors.  Checking 
accounts, including both non-interest bearing and NOW accounts, grew $16.2 million to $67.3 million at June 30, 2011 
through additional new accounts.  Money market funds increased $2.3 million to $75.0 million at June 30, 2011 compared 
to $72.7 million at December 31, 2010.  Certificates of deposit declined $9.3 million to $78.6 million at June 30, 2011 due 
to customer migration away from time deposits and planned runoff of brokered deposits.  Long-term FHLB advances 
were $29.5 million at June 30, 2011, down $1.0 million from December 31, 2010.  Short-term and secured borrowings 
increased $221,000 to $798,000 at June 30, 2011 from $577,000 at December 31, 2010. 
 
Securities 
 
At June 30, 2011, CBT's securities portfolio, all of which are classified as available-for-sale, amounted to $35.9 million, 
or 12.7% of total assets. The following table sets forth information regarding the amortized cost and fair values of CBT's 
securities at the dates indicated. 



Gross Gross
(In thousands) Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
June 30, 2011

Government-sponsored enterprises 10,012$       1$             (169)$        9,844$       
U.S. Government guaranteed residential
   mortgage-backed securities 4,677           139           (55)            4,761         
Government-sponsored residential
   mortgage-backed securities 12,364         346           (16)            12,694       
U.S. Government guaranteed
   commercial mortgage-backed securities 7,574           98             (3)              7,669         

Corporate bonds 999              -                (46)            953            

35,626$       584$         (289)$        35,921$     

December 31, 2010

Government-sponsored enterprises 6,540$         -$              (196)$        6,344$       
U.S. Government guaranteed
   residential mortgage-backed securities 5,935           195           (2)              6,128         
Government-sponsored residential
   mortgage-backed securities 12,803         297           (37)            13,063       
U.S. Government guaranteed
   commercial mortgage-backed securities 8,958           70             (40)            8,988         

Corporate bonds 999              -                (173)          826            

35,235$      562$        (448)$        35,349$    
 

Securities available for sale experienced a net increase of $572,000.  Purchases of securities available for sale for the six 
months ended June 30, 2011 totaled $13.7 million and consisted primarily of government-guaranteed residential 
mortgage-backed securities.  For the six months ended June 30, 2011, proceeds from sales of available for sale securities 
totaled $4.0 million and from matured and called securities amounted to $6.4 million. Principal payments totaled $2.9 
million for the six months ended June 30, 2011.  The portfolio included a net unrealized gain of $295,000 as of June 30, 
2011, an increase of $181,000 compared to December 31, 2010.  The Bank recognized a net gain of $138,000 on the sale 
of securities for the six months ended June 30, 2011.         
 
Loans 
 
CBT is a traditional commercial bank with 82.9% of its loan portfolio advanced to commercial and commercial real estate 
(CRE) borrowers.  Because loans generally produce higher yields than securities and other interest-earning assets, it is 
CBT’s strategy to use deposit balances to fund loans within its market area as soon as practicable.  At June 30, 2011, 
CBT’s net loan portfolio totaled $219.7 million, or 77.5% of total assets, compared to $220.3 million or 77.8% at 
December 31, 2010. There were no significant changes in the composition of the loan portfolio since December 31, 2010. 
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The following table sets forth the composition of CBT’s loan portfolio in dollar amounts at the respective dates indicated. 
 

(In thousands) June 30, 2011 December 31, 2010

Commercial real estate:
Owner occupied 59,652$               59,798$                   
Non-owner occupied 57,183                 56,344                     

Residential real estate:
Residential 1-4 family 11,403                 9,726                       
Second mortgages 474                      478                          
Equity lines of credit 8,475                   8,480                       

Construction 11,399                 13,766                     
Total mortgage loans on real estate                148,586                    148,592 

Commercial loans 67,769                 69,110                     
Consumer loans 6,382                   5,627                       

Total loans                222,737                    223,329 

Allowance for loan losses (3,404)                  (3,381)                      
Net deferred loan costs 393                      394                          

Loans, net 219,726$             220,342$                 
 

 
 
 
During the six months ended June 30, 2011, Management evaluated the loan portfolio and identified 38 loans totaling 
$18.7 million which were considered impaired as of June 30, 2011 compared to 31 loans totaling $14.9 million as of 
December 31, 2010.  Nonaccrual loans of $13.7 million and $8.8 million at June 30, 2011 and December 31, 2010 are 
considered impaired loans.   
 
Eight loans totaling $3.5 million were placed on nonaccrual basis during the six months ended June 30, 2011. Two 
nonaccrual commercial loans totaling $128,000 were charged-off as they were deemed uncollectible. Another nonaccrual 
loan had a partial charge-off in the amount of $75,000. A residential mortgage loan had a partial charge-off of $18,000 
and six consumer loans totaling $25,400 were also charged off in the six months ended June 30, 2011. Nonaccrual loans 
represented 6.1% of the gross loan portfolio at June 30, 2011 compared to 3.9% at December 31, 2010.  
 
In continuing efforts to protect against loan losses, the Bank strives to acquire personal guarantees from borrowers, and 
when available, guarantees from government agencies to protect against loan losses.  In addition to the valuation 
allowance set aside for impaired loans detailed in discussion (see note 6 to the accompanying financial statements), the 
Bank has government guarantees from the Small Business Association (“SBA”) totaling $803,000 and the United States 
Department of Agriculture (“USDA”) totaling $1.9 million as of June 30, 2011.     
 
Charged-off loans totaled $246,000 for the six months ended June 30, 2011 compared to $85,000 for the same period in 
the prior year.  The percentage of the allowance for loan losses to total loans was 1.53% at June 30, 2011 compared to 
1.51% at December 31, 2010 and 1.40% at June 30, 2010.  
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Deposits 

Deposits from our primary market have provided a relatively stable funding source for CBT’s loan portfolio and other 
earning assets.  In addition, CBT is a well-capitalized institution and can accept brokered deposits without limitation.   
CBT offers a full range of interest-bearing and noninterest-bearing accounts with a range of maturity date options.  The 
primary sources of deposits are local businesses, including owners and employees of businesses and consumers of the 
North-Central Connecticut market area. The following table sets forth the composition of CBT’s deposits in dollar 
amounts and as a percentage of total deposits at the dates indicated. 

(In thousands) Percent Percent
Balance of Total Balance of Total

Noninterest-bearing 47,873$    21.4          % 35,972$    16.8          %
NOW deposits 19,394      8.7            15,140      7.1            
Money market deposits 75,038      33.6          72,721      34.0          
Savings deposits 2,685        1.2            2,042        1.0            

144,990    125,875    

Certificates of deposit less than $100,000 29,365      13.1          30,773      14.4          
Certificates of deposit greater than $100,000       49,262 22.0                57,146 26.7          

$  223,617 100.0      % $  213,794 100.0      %

June 30, 2011 December 31, 2010

 
 

Total deposits increased by $9.8 million to $223.6 million at June 30, 2011 from $213.8 million at December 31, 2010.  
Noninterest-bearing checking accounts totaled $47.9 million at June 30, 2011, fluctuating within normal deposit ranges.  
NOW accounts increased $4.3 million to $19.4 million at June 30, 2011 primarily due to core growth of new deposit 
accounts.  Tiered money market deposit accounts increased by $2.3 million to $75.0 million at June 30, 2011.  Certificates 
of deposits declined $9.3 million to $78.6 million at June 30, 2011 with the planned redemption of $8 million in brokered 
certificates. Brokered deposits, including brokered money market deposit accounts, totaled $30.2 million and $44.4 
million at June 30, 2011 and December 31, 2010, respectively.    

Comparison of Operating Results for the Three Months Ended June 30, 2011 and 2010 

General 

CBT reported net income of $116,000 for the three months ended June 30, 2011 compared to net income of $261,000 for 
the same period in the prior year.  For the three months ended June 30, 2011 and 2010, the Bank accounted for dividends 
and accretion on preferred stock totaling $97,000. The Bank had a net gain on sale of securities available for sale in the 
amount of $53,000 during the three months ended June 30, 2011 compared to $60,000 for the three months ended June 
30, 2010. Net income available to common stockholders, after dividend and accretion on preferred stock, was $19,000 and 
$164,000, respectively, for the three months ended June 30, 2011 and 2010.  Net interest income was $2.5 million in each 
respective three month period ended June 30, 2011 and 2010. The net interest margin was 3.74% for both the three 
months ended June 30, 2011 and 2010. An increase in average interest-earning assets to $265.6 million for the quarter 
ended June 30, 2011 from $264.1 million for the quarter ended June 30, 2010 was due to the increases in average loans of 
$15.0 million and investment in securities of $3.6 million, which were partially offset by a decline in other average 
interest earning assets of $17.1 million. Average loans totaled $222.3 million during the quarter ended June 30, 2011 
compared to $207.3 million for the same period in the prior year.  Interest income on earning assets declined $109,000 to 
$3.2 million for the three months ended June 30, 2011 compared to $3.3 million for the same period a year earlier due to 
lower yielding products.  Interest expense was $727,000 for the three months ended June 30, 2011, a decrease of $124,000 
from the comparable period a year earlier.  The provision for loan losses decreased $44,000 to $110,000 for the quarter 
ended June 30, 2011 from $154,000 for the same period a year earlier. The provision for the three months ended June 30, 
2011 included reserves on specifically identified impaired loans, as well as provisions in response to deterioration in loan 
characteristics primarily resulting from loans migrating to delinquent or nonperforming status. The decrease in the 
provision for loan losses is attributable to the total impaired loans remaining relatively consistent with an increase of 
$538,000 to $18.7 million and $18.1 million for the three months ended June 30, 2011 and 2010.  
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Net Interest Income 

Net interest income is the difference between income on interest-earning assets and expense on interest-bearing liabilities.   
The following table depicts the condensed averages of the major balance sheet categories that generate interest income or 
interest expense and the resulting asset yields or cost of funds for the three months ended June 30, 2011 and 2010. The 
difference between asset yields and the cost of funds equals the net interest spread. The difference between interest 
income and interest expense equals net interest income, which is divided into the average balance of interest-earning 
assets to arrive at the net interest margin. The average balances of loans include nonaccrual loans, loans held for sale, and 
deferred fees and costs. Interest on nonaccrual loans has been included only to the extent reflected in the Statement of 
Income. The total dollar amount of interest income from assets and the subsequent yields are calculated on a taxable 
equivalent basis.   
 
 
 

Interest Average Interest Average 
Average Income/ Yield Average Income/ Yield
Balance Expense Rate Balance Expense Rate

Interest-earning assets:
Loans 222,313$   2,942$    5.31 % 207,294$  3,062$    5.92 %
Securities 31,761       243         3.07 28,177      223         3.17
Other 11,495       19           0.66 28,641      28           0.39

           Total interest-earning assets 265,569     3,204      4.84 264,112    3,313      5.03
Allowance for loan losses (3,381)       (2,811)       
Cash and due from banks 4,647         4,520        
Other assets 8,016         5,261        
Total assets 274,851$   271,082$  

Interest-bearing liabilities:
Savings, NOW and money market deposits 95,424$     196         0.82 75,817$    203         1.07
Time deposits 78,545       261         1.33 105,491    377         1.43
Borrowed funds 33,534       270         3.23 32,627      271         3.33

           Total interest-bearing liabilities 207,503     727         1.41 213,935    851         1.60
Demand deposits 39,850       30,624      

           Total deposits and borrowed funds 247,353     244,559    
Other liabilities 1,530        1,543      
Stockholders' equity 25,968       24,980      
Total liabilities and stockholders' equity 274,851$   271,082$  
Net interest income 2,477$    2,462$    
Interest rate spread 3.43 % 3.44 %
Net interest margin 3.74 % 3.74 %
Ratio of interest-earning assets to
  interest-bearing liabilities 127.98 % 123.45 %

Three Months Ended June 30,
2011 2010

 
 
 

7  
 



 
 
Rate/Volume Analysis   
 
The following table presents the extent to which changes in interest rates and changes in the volume of interest-earning 
assets and interest-bearing liabilities have affected CBT’s interest income and interest expense during the periods 
indicated.  Information is provided in each category with respect to:  (i) changes attributable to changes in volume 
(changes in volume multiplied by prior rate); (ii) changes attributable to changes in rate (changes in rate multiplied by 
prior volume); and (iii) the net change. The changes attributable to the combined impact of volume and rate have been 
allocated proportionately to the changes due to volume and the changes due to rate. 
 

Three Months Ended June 30,
2011 compared to 2010

Increase (Decrease)
Due to

Volume Rate Net

Interest-earning assets:
Loans 213$       (333)$      (120)$      
Securities 27           (7)            20           
Other (22)          13           (9)            

Total interest-earning assets 218         (327)        (109)        

Interest-bearing liabilities:
Savings, NOW and money market deposits 46 (53) (7)
Time deposits (91)          (25)          (116)        
Borrowed funds 8             (9)            (1)            

Total interest-bearing liabilities (37) (87)          (124)

Change in net interest income 255$       (240)$      15$         

(In Thousands)

 

Total average interest-earning assets increased $1.5 million to $265.6 million for the quarter ended June 30, 2011 
compared to the same period in the preceding year.  Average loan balances increased by $15.0 million to $222.3 million 
for the quarter ended June 30, 2011 as CBT continued to concentrate on commercial lending, with both new originations 
and advances on existing lines of credit.  Average investments in securities, primarily in government-guaranteed or 
sponsored securities, increased $3.6 million to $31.8 million for the quarter ended June 30, 2011. Other average asset 
balances, mainly liquid short-term interest bearing funds, decreased by $17.1 million to 11.5 million for the quarter ended 
June 30, 2011.  Overall, the yield declined 19 basis points year-over-year as an increase of $218,000 related to volume 
changes in average interest-earning assets was more than offset by a decrease of $327,000 related to rate changes in 
average interest-earning assets.  

Average interest-bearing liabilities declined by $6.4 million to $207.5 million for the quarter ended June 30, 2011. The 
decrease in average time deposits of $27 million to $78.5 million for the quarter ended June 30, 2011 more than offset 
increases in both average savings, NOW and money market deposits of $19.6 million to $95.4 million and borrowed funds 
of $907 thousand to $33.5 million for the quarter ended June 30, 2011. The average rate paid on these liabilities decreased 
to 1.41% for the three month period ended June 30, 2011 from 1.60% for the three month period ended June 30, 2010.  
The effect of these changes resulted in a decrease of $37,000 related to volume changes and a decrease of $87,000 related 
to rate changes.  The net interest margin of 3.74% for the three months ended June, 30 2011 remained the same when 
compared to the same period in the preceding year.       
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Provision for Loan Losses 

The provision for loan losses is estimated based upon quantitative factors affecting both the growth in outstanding loans 
and composition of the loan portfolio.  Management’s analysis of the adequacy of the loan loss reserve includes a regular 
review of qualitative factors including, but not limited to, individual loans, industry trends and concentrations, and 
national and local economic conditions. Management’s evaluation of the current level of outstanding loans and the risk 
comprised of the qualitative factors within the portfolio resulted in provisions for losses in the amount of $110,000 for the 
three months ended June 30, 2011 compared to $154,000 for the three months ended June 30, 2010.  The provision for the 
three months ended June 30, 2011 included reserves on specifically identified impaired loans, as well as provisions in 
response to deterioration in loan characteristics primarily resulting from loans migrating to delinquent or nonperforming 
status. The Bank had recorded $180,000 provision as an unallocated reserve during the three month ended June 30, 2011 
compared to none for the three months ended June 30, 2010. The unallocated reserve is attributable for uncertainties that 
may occur in the loan portfolio. Management charged off $93,000 of loans during the three months ended June 30, 2011 
compared to $37,000 in the corresponding period of the prior year.      
  
Non-interest Income 

Total non-interest income for the quarter ended June 30, 2011 was $280,000, an increase of $71,000 from the same period 
in the preceding year.  The Bank reported a net gain on the sale of available-for-sale securities of $53,000 for the three 
months ended June 30, 2011 compared to $60,000 for the same period in the preceding year. Customer service fees 
totaled $117,000 for the quarter ended June 30, 2011 compared to $77,000 for the corresponding period a year earlier due 
to increased utilization of fee services.  Loan servicing fees totaled $95,000 compared to $72,000 for the same period in 
2010.  The Bank recognized $15,000 in gains on the sale of loans in the secondary market for the three months ended 
June 30, 2011 compared to no gains or losses on the sale of loans in the same period a year earlier.   

Non-interest Expenses 

Non-interest expenses increased $275,000, or 12.2%, to $2.5 million for the three months ended June 30, 2011 compared 
to the same period in 2010.  Compensation costs rose $100,000 to $1.2 million for the quarter ended June 30, 2011 due to 
staff additions and higher employee benefit costs.  Professional services rose $66,000 to $249,000 for the three months 
ended June 30, 2011 due to rising costs and the increased use of legal, accounting and other consulting services. FDIC 
insurance assessments increased $42,000 to $135,000 for the three months ended June 30, 2011 primarily as a result of 
higher deposit balances and increased assessment rates imposed by the FDIC. Other general and administrative costs grew 
$65,000 to $344,000 for the quarter ended June 30, 2011 due to costs for collection of problem loans and maintenance of 
other real estate owned, as well as general increases in costs for goods and services.  

Comparison of Operating Results for the Six Months Ended June 30, 2011 and 2010 
 
General 

CBT reported net income before income tax benefit of $222,000 for the six months ended June 30, 2011, compared to net 
income of $507,000 for the same period in the prior year. For the six months ended June 30, 2011 and 2010, the Bank 
accounted for dividends and accretion on preferred stock totaling $194,000. The Bank recognized a tax benefit in the 
amount of $700,000 in the six months ended June 30, 2011 due to the reduction in the valuation allowance for deferred 
taxes. Net income available to common stockholders, after dividend and accretion on preferred stock and the tax benefit, 
was $728,000 and $313,000, respectively, for the six months ended June 30, 2011 and 2010. Net interest income had a 
minimal increase of $34,000 to $5.0 million for the six months ended June 30, 2011 resulting from decreases of $216,000 
and $250,000 on interest income and interest expense compared to the same period in the prior year. Noninterest expense 
had an increase of $579,000 to $5.1 million for the six months ended June 30, 2011, compared to $4.5 million for the 
same period in the prior year. Non interest income had an increase of $215,000 to $573,000 for the six months ended June 
30, 2011, compared to $358,000 for the six months ended June 30, 2010. The provision for loan losses was $264,000 for 
the six months ended June 30, 2011, compared to $309,000 for the comparable period a year earlier. The provision for the 
six months ended June 30, 2011 included reserves on specifically identified impaired loans, as well as provisions in 
response to deterioration in loan characteristics primarily resulting from loans migrating to delinquent or nonperforming 
status. The decrease in the provision for loan losses is attributable to the total impaired loans remaining relatively 



consistent with an increase of $538,000 to $18.7 million and $18.1 million for the six months ended June 30, 2011 and 
2010, respectively.  

 

Net Interest Income 

Net interest income is the difference between income on interest-earning assets and expense on interest-bearing liabilities.   
The following table depicts the condensed averages of the major balance sheet categories that generate interest income or 
interest expense and the resulting asset yields or cost of funds for the six months ended June 30, 2011 and 2010.  The 
difference between asset yields and the cost of funds equals the net interest spread.  The difference between interest 
income and interest expense equals net interest income, which is divided into the average balance of interest-earning 
assets to arrive at the net interest margin.  The average balances of loans includes nonaccrual loans, loans held for sale, 
and deferred fees and costs.  Interest on nonaccrual loans has been included only to the extent reflected in the Statement of 
Income.  The total dollar amount of interest income from assets and the subsequent yields are calculated on a taxable 
equivalent basis.  
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Interest Average Interest Average 
Average Income/ Yield Average Income/ Yield
Balance Expense Rate Balance Expense Rate

Interest-earning assets:
Loans 222,006$   5,952$    5.41 % 205,811$     6,110$   5.99 %
Securities 32,483       444         2.76 27,960         491        3.54
Other 11,569       36           0.63 24,760         47          0.38

           Total interest-earning assets 266,058     6,432      4.88 258,531       6,648     5.19
Allowance for loan losses (3,380)       (2,754)         
Cash and due from banks 4,499         4,421           
Other assets 5,716         5,108           
Total assets 272,893$   265,306$     

Interest-bearing liabilities:
Savings, NOW and money market deposits 93,063$     389$       0.84 72,284$       395$      1.10
Time deposits 80,657       542         1.36 103,067       777        1.52
Borrowed funds 33,506       530         3.19 32,695         539        3.32

           Total interest-bearing liabilities 207,226     1,461      1.42 208,046       1,711     1.66
Demand deposits 38,714       30,964         

           Total deposits and borrowed funds 245,940     239,010       
Other liabilities 1,475         1,518           
Stockholders' equity 25,478       24,778         
Total liabilities and stockholders' equity 272,893$   265,306$     
Net interest income 4,971$    4,937$   
Interest rate spread 3.46 % 3.53 %
Net interest margin 3.77 % 3.85 %
Ratio of interest-earning assets to
  interest-bearing liabilities 128.39% 124.27%

(Dollars in thousands)

Six Months Ended June 30,
2011 2010

 



 
 
 
Rate/Volume Analysis   
 
The following table presents the extent to which changes in interest rates and changes in the volume of interest-earning 
assets and interest-bearing liabilities have affected CBT’s interest income and interest expense during the periods 
indicated.  Information is provided in each category with respect to:  (i) changes attributable to changes in volume 
(changes in volume multiplied by prior rate); (ii) changes attributable to changes in rate (changes in rate multiplied by 
prior volume); and (iii) the net change.  The changes attributable to the combined impact of volume and rate have been 
allocated proportionately to the changes due to volume and the changes due to rate. 
 

Increase (Decrease)
Due to

Volume Rate Net

Interest-earning assets:
Loans 460$       (618)$      (158)$      
Investments securities 73           (120)        (47)          
Other (32)          21           (11)          

Total interest-earning assets 501         (717)        (216)        

Interest-bearing liabilities:
Savings, NOW and money market deposits 99 (105) (6)
Time deposits (157)        (78)          (235)        
Borrowed funds 13           (22)          (9)            

Total interest-bearing liabilities (45) (205)        (250)

Change in net interest income 546$       (512)$      34$         

(In thousands)

Six Months Ended June 30,
2011 compared to 2010

 

Total average interest-earning assets increased $7.5 million to $266.1 million for the six months ended June 30, 2011 
compared to the same period in the preceding year.  Average loan balances increased $16.2 million as CBT continued to 
concentrate on commercial lending, including new originations of commercial loans and advances on existing lines of 
credit.  Average investments in government-guaranteed securities increased $4.5 million resulting from purchases of 
$13.7 million less sales of $4.0 million and principal repayments and amortization of $3.1 million. Overall, the yield in 
interest-earning assets declined 31 basis points year-over-year with an increase of $501,000 related to volume changes in 
average interest-earning assets and a decrease of $717,000 related to rate changes in average interest-earning assets.  

Average interest-bearing liabilities decreased slightly by $820,000 to $207.2 million for the six months ended June 30, 
2011 as the decrease in time deposits of $22.4 million to $80.7 million was offset by increases in both savings and time 
deposits of $20.8 million to $93.1 million and borrowed funds of $811,000 to $33.5 million. The average rate paid on 
liabilities dropped to 1.42% for the six months ended June 30, 2011 from 1.66% for the comparable period in 2010.  The 
effect of these changes resulted in a decrease of $45,000 related to volume changes and a decrease of $205,000 related to 
rate changes.  The net interest margin declined to 3.77% for the six months ended June 30, 2011 from 3.85% for the 
comparable period in 2010. 
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Provision for Loan Losses 

The provision for loan losses is estimated based upon quantitative factors affecting both the growth in outstanding loans 
and composition of the loan portfolio.  Management’s analysis of the adequacy of the loan loss reserve includes a regular 
review of qualitative factors including but not limited to individual loans, industry trends and concentrations, and national 
and local economic conditions. Management’s evaluation of the current level of outstanding loans and the risk comprised 
of the qualitative factors within the portfolio resulted in provisions for losses in the amount of $264,000 for the six months 
ended June 30, 2011 compared to $309,000 for the six months ended June 30, 2010.  The provision for the six months 
ended June 30, 2011 included reserves on specifically identified impaired loans, as well as provisions in response to 
deterioration in loan characteristics primarily resulting from loans migrating to delinquent or nonperforming status.  The 
Bank had recorded $180,000 provision as an unallocated reserve for the six months ended June 30, 2011 compared to 
none for the six months ended June 30, 2010. The unallocated reserve is attributable for uncertainties that may occur in 
the loan portfolio. Management charged-off $246,000 of loans during the six months ended June 30, 2011 compared to 
$85,000 in the corresponding period of the prior year.      
  
Non-interest Income 

Total non-interest income for the six months ended June 30, 2011 was $573,000, an increase of $215,000 from the same 
period in the preceding year.  The Bank reported a net gain on the sale of available-for-sale securities of $138,000 for the 
six months ended June 30, 2011 compared to $60,000 from the same period in the preceding year. Customer service fees 
totaled $230,000 for the six months ended June 30, 2011 compared to $146,000 for the corresponding period a year 
earlier due to increased utilization of fee services.  Loan servicing fees totaled $163,000 compared to $143,000 for the 
same period in 2010.  The Bank recognized $42,000 in gains on the sale of loans in the secondary market for the six 
months ended June 30, 2011 compared to $9,000 on the sale of loans in the same period a year earlier.   

Non-interest Expenses 

Non-interest expenses increased $579,000, or 12.9%, to $5.1 million for the six months ended June 30, 2011 compared to 
the same period in 2010.  Compensation costs rose $158,000 to $2.4 million for the six months ended June 30, 2011 due 
to staff additions and higher employee benefit costs.  Professional services rose $148,000 to $480,000 for the six months 
ended June 30, 2011 due to rising costs and the increased use of legal, accounting and other consulting services. FDIC 
assessments increased $77,000 to $267,000 for the six months ended June 30, 2011 primarily as a result of higher deposit 
balances and increased assessment rates imposed by the FDIC. Other general and administrative costs grew $207,000 to 
$686,000 for the six months ended June 30, 2011 due to costs for collection of problem loans and maintenance of other 
real estate owned, as well as general increases in costs for goods and services.  

Income Tax Benefit 

The Bank recognized a tax benefit in the amount of $700,000 for the six months ended June 30, 2011.  Prior to March 31, 
2011, the Bank had a full valuation reserve of $5.2 million against the net deferred tax asset which related to prior years’ 
federal and state operating losses as well as other timing differences.  Management determined that based on recent 
earnings history and near term earnings projections, it was more likely than not that a portion of the deferred tax asset 
would be realized and that it was appropriate to decrease the valuation reserve against the deferred tax asset as by 
$700,000.   

Liquidity 

CBT closely monitors its liquidity position.  Consistent with the requirements of prudent banking practices necessary to 
maintain liquidity, Management seeks to match maturities and interest rates of loans and the securities portfolio with those 
of deposits, although exact matching is not always possible.  Our primary sources of liquidity are cash and cash 
equivalents and our securities portfolio. Our securities portfolio consists primarily of marketable securities of government-
sponsored enterprises and mortgage-backed securities, generally with varied maturities. Additional off- balance sheet 
liquidity is provided by a federal funds line of credit, the authority to borrow from the Federal Home Loan Bank of 
Boston (“FHLB”), and the discount window at the Federal Reserve.  



The primary investing activities of CBT are the origination of commercial loans and commercial mortgages.  To a lesser 
extent, CBT invests in the origination of consumer loans, primarily home equity loans and lines of credit, and other types 
of loans as well as investments in mortgage-backed and government-sponsored enterprise securities.  To support the 
growth in lending and investment activities, CBT uses deposit balances and additional funding sources as well as principal 
and interest payments on outstanding loans and investment securities. CBT experienced a $9.8 million increase in total 
deposits to $223.6 million for the period ending June 30, 2011.  Deposit flows are affected by the overall level of interest 
rates and products offered by CBT and its local competitors as well as other factors.  CBT utilizes these cash flows to fund 
a large portion of its balance sheet growth. 
 
While maturities and scheduled amortization of loans and securities are predictable sources of funds, deposit outflows and 
mortgage prepayments are greatly influenced by market interest rates and general economic conditions. When CBT 
requires funds beyond its ability to generate them internally, additional sources of funds are available through FHLB 
advances and a $2.0 million federal funds borrowing line of credit from Bankers’ Bank Northeast.  At June 30, 2011, CBT 
had $29.5 million of borrowings outstanding with the FHLB, which represented a $1 million decrease from December 31, 
2010, and had not drawn on the federal funds line of credit with Bankers’ Bank Northeast.     
  
 
The table below indicates the various types of commitments outstanding as of each of the respective dates.       
 

June 30, December 31,
(In thousands) 2011 2010

Unfunded commitments under commercial lines of credit 40,348$       34,797$         
Unfunded commitments under commercial construction loans 4,153           2,534             
Unfunded commitments under home equity lines of credit 6,463           6,558             
Commitments to originate loans 11,512         9,996             
Commercial letter of credit 962              1,054              

 
Management anticipates that it will have sufficient funds available to meet its current loan commitments. Management 
believes that, although it is not possible to predict future deposit account levels, a significant portion of the Bank’s 
deposits will remain with CBT. Management believes that CBT’s short-term assets, combined with access to alternative 
funding sources such as the FHLB and other short-term borrowing lines, provide sufficient liquidity to cover potential 
fluctuations in deposit accounts and loan demand and to meet other anticipated operating cash and investment 
requirements. 
 
Interest Rate Sensitivity Management  
 
Interest rate risk (“IRR”) represents CBT’s primary market risk exposure. Since the Bank’s earnings are to a great extent 
dependent on its net interest income (“NII”), IRR can adversely affect the Bank’s earnings. To manage interest rate risk, 
the Bank has an Asset/Liability Committee (“ALCO”), whose goal is to mitigate interest rate risk and to maximize net 
interest income under changing interest rate environments. To serve its purpose, ALCO utilizes an Asset/Liability 
Management (“ALM”) process. ALM employs techniques to quantify, analyze, and control interest rate risk. The 
principal objective of ALM is to maximize NII while operating within acceptable limits established for interest rate risk 
and maintaining adequate levels of liquidity.  
 
Net interest income is susceptible to IRR to the degree that interest-earning assets mature or re-price on a different basis 
and timing than interest-bearing liabilities. This timing difference represents a potential risk to CBT’s future earnings. 
When interest-bearing liabilities mature or re-price more quickly than interest-earning assets in a given period, a 
significant increase in market rates of interest could adversely affect CBT’s NII. Similarly, when interest-earning assets 
mature or re-price more quickly than interest-bearing liabilities, falling interest rates could result in a decrease in CBT’s 
NII. Hence, interest rate fluctuations can put the Bank’s future earnings at risk.  
 
ALCO directs Management to produce a stable net interest margin (“NIM”) in periods of interest rate fluctuations. ALCO 
sets a range of guidelines to ensure a balance sheet composition that enhances both long-term and short-term performance 
of the Bank. By adjusting the asset/liability position, the Board and Management attempt to minimize the adverse effects 
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of interest rate fluctuation while maximizing NIM. At times, depending on the general level of interest rates, the 
relationship between long-term and short-term interest rates, market conditions and competitive factors, CBT’s Board of 
Directors and Management may establish and implement strategies that could add to the level of IRR in order to increase 
the Bank’s NIM. Notwithstanding CBT’s IRR management activities, the potential for rising or falling interest rates is an 
uncertainty that can have an adverse effect on net earnings.  
 
To better mitigate IRR, Management and ALCO adopted ALM processes. Through the use of a discounted cash flow 
technique, ALM predicts the Bank’s performance under various interest rate levels. Management makes a range of 
assumptions that include behavior of the Bank’s interest-earning assets and interest-bearing liabilities during periods of 
rising and declining interest rates. It is also assumed that the interest rate movement will be parallel – both short-term and 
long-term rates will change by the same number of basis points. ALM allows Management to analyze the behavior of 
CBT’s balance sheet components under various rate levels and compare it to the base case – the scenario in which interest 
rates are assumed to remain unchanged.  

 
NII at-risk measures the risk of a decline in earnings due to potential short-term and long-term changes in interest rates. 
The following table summarizes the estimated impact on net interest income of increases of 100, 200, 300 and 400 basis 
points in interest rates over a twelve month period commencing June 30, 2011. Interest rates are assumed to change in 
parallel fashion and NII results are compared to the flat rate scenario as a base.  

 
 

Net Interest Income At-Risk 
 

Base Case
(000's) +100 BP +200 BP +300 BP +400 BP

June 30, 2011 10,192$    0.18% -0.33% -0.78% -2.22%

Estimated Change in Net Interest Income

 

Off-Balance Sheet Arrangements 

Information relating to Off-Balance Sheet Arrangements is presented in CBT’s Annual Report on Form 10-K for the year 
ended December 31, 2010 (see Note 10 to the Financial Statements). There have been no material changes in CBT’s off-
balance sheet arrangements since December 31, 2010. 
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Regulatory Capital 

Federal law defines specific capital categories for depository institutions.  The capital categories, in declining order, are: 
(i) well capitalized; (ii) adequately capitalized; (iii) undercapitalized; (iv)significantly undercapitalized; and (v) critically 
undercapitalized.  To be considered “adequately capitalized,” an institution must generally have a leverage ratio of at least 
4%, a Tier 1 capital to risk-weighted assets ratio of at least 4% and total Tier 1 and Tier 2 capital to risk-weighted assets 
ratio of at least 8%.  To be considered “well capitalized,” an institution must generally have a leverage ratio of at least 8%, 
a Tier 1 capital to risk-weighted assets ratio of at least 6% and total Tier 1 and Tier 2 capital to risk-weighted assets ratio 
of at least 10%.  As of June 30, 2011, the most recent notification from the FDIC categorized CBT as “well capitalized.”  
To be categorized as “well capitalized,” CBT must maintain minimum total risk-based, Tier 1 risk-based and Tier 1 
leverage ratios as set forth in the table below.   
 
As indicated in the following table, the actual regulatory capital ratios of CBT at June 30, 2011 exceeded the minimum 
required ratios. Management believes there are no conditions that have changed CBT’s category since its most recent 
notification from regulators that it is “well capitalized.” CBT’s actual capital amounts and ratios as of June 30, 2011 and 
December 31, 2010 are presented in the table. 
 

Minimum
To Be Well

Minimum Capitalized Under
Capital Prompt Corrective

Actual Requirement Action Provisions
Amount Ratio Amount Ratio Amount Ratio

(Dollars in thousands)

June 30, 2011
Total capital 28,329$        12.7 % 17,870$    8.0 % 22,337$   10.0 %
    (to risk weighted assets)

Tier 1 capital 25,537          11.4 8,935        4.0 13,402     6.0
    (to risk weighted assets)

Tier 1 capital 25,537          9.3 10,980      4.0 13,725     5.0
    (to average assets)

December 31, 2010
Total capital 27,511$        12.3 % 17,924$    8.0 % 22,406$   10.0 %
    (to risk weighted assets)

Tier 1 capital 24,703          11.0 8,962        4.0 13,443     6.0
    (to risk weighted assets)

Tier 1 capital 24,703          8.9 11,146      4.0 13,933     5.0
    (to average assets)  
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A reconciliation of total Bank capital to total regulatory capital is as follows: 

June 30, 2011 December 31, 2010
(In thousands)
Total capital per financial statements 25,882$             24,867$                 
Accumulated net unrealized gains on 

available-for-sale securities (295)                   (114)                      
Intangible assets (50)                     (50)                        
Total Tier 1 capital 25,537               24,703                   
Adjustments for total capital
Allowance for loan losses includible in Tier 2 Capital 2,792                 2,808                     
Total capital per regulatory reporting 28,329$             27,511$                 

 

Payment of Dividends 

State and federal statutory and regulatory limitations apply to CBT’s payment of dividends to stockholders.  The prior 
approval of the DOB is required if the total of all dividends declared by a bank in any calendar year exceeds such bank’s 
net profits, as defined, for that year combined with its retained net profits for the preceding two calendar years.  The 
payment of dividends by CBT may also be affected by other factors, such as the requirement to maintain adequate capital 
above regulatory guidelines. 

If, in the opinion of the FRBB, CBT was engaged in or about to engage in an unsafe or unsound practice, the FRBB could 
require, after notice and a hearing, CBT to cease and desist from the practice. The federal banking agencies have indicated 
that paying dividends that deplete a depository institution’s capital base to an inadequate level would be an unsafe and 
unsound banking practice.  Under the Federal Reserve’s Regulation H, CBT must obtain prior approval of the FRBB in 
order to declare and pay a dividend if the total of all dividends declared during the calendar year, including the proposed 
dividend, exceeds the sum of the Bank’s net income during the current calendar year and its retained net income for the 
prior two calendar years.  Furthermore, Regulation H prohibits CBT from declaring or paying a dividend if the dividend 
would exceed the Bank’s undivided profits, unless the FRBB and the holders of two-thirds of the share of each class of 
the Bank’s outstanding stock previously approve the dividend.   

CBT is required to obtain approval of the DOB, the FRBB and the holders of two-thirds of the shares of each of its 
common stock and preferred stock in order to pay dividends on the shares of senior preferred stock (the “Preferred 
Stock”) that were issued to the United States Department of the Treasury (“Treasury”) on December 19, 2008.  In 
addition, under the terms and conditions of the Bank’s Letter Agreement with the Treasury, CBT may not pay any 
dividends on its common stock without obtaining the prior consent of the Treasury until the earlier of (i) December 19, 
2011 or (ii) the date the Treasury no longer owns any shares of Preferred Stock.   

From March 2004 (when the Bank commenced operations) through June 30, 2009, the Bank posted net losses that 
resulted from anticipated start-up costs associated with developing the Bank’s operating infrastructure, an initially low 
volume of earning assets, increases to the provisions for loan losses, and the incurrence of other noninterest expenses.  
These early losses are typical in a new bank.  As a result, the Bank has no undivided profits or net profits (i.e. negative 
retained earnings) and any dividend payment would be considered a reduction of permanent capital.  Accordingly, the 
Bank would need the approval of the holders of at least two-thirds of the shares of each of its common stock and its 
Preferred Stock, the FRBB and the DOB in order to declare and pay dividends on its Preferred Stock.  Under previous 
Connecticut law, the DOB had no authority to approve a dividend unless a bank had net profits.  On June 3, 2009, a bill 
was passed by the Connecticut legislature and signed by the Governor to permit the Connecticut Banking Commissioner 
to approve a dividend even absent any net profits. The effective date of this revision to Connecticut law was October 1, 
2009.     
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At the Bank’s annual meeting in May 2009, the Bank’s common stockholders approved the dividend payment on its 
Preferred Stock with 73.8% of the shares of common stock voted in favor of the proposal.  The Bank also requested and 
received the written consent of the Treasury as the sole holder of the Preferred Stock to pay dividends on the Preferred 
stock to the Treasury.  In addition, on a quarterly basis, the Bank has been requesting written approval from the FRBB and 
the DOB to pay dividends on the Preferred Stock to the Treasury.  After the Bank requested and received such written 
approval from the FRBB and the DOB, the Bank paid all scheduled dividends on the Preferred Stock to Treasury 
commencing on November 15, 2009 through the second quarter of 2011. Future quarterly dividends will be paid subject 
to the Bank’s receipt of written approvals from the FRBB and the DOB.     

The Board of Directors has declared and authorized the payment of a quarterly dividend at a rate of 5% per annum of the 
liquidation preference ($1,000 per share) of the Preferred Stock on each of the outstanding 5,448 shares of Preferred 
Stock.  The Bank has requested approval from the FRBB and the DOB to pay such quarterly dividend on August 15, 
2011. 

PART II. OTHER INFORMATION 

Item 6. Exhibits. 
 

No.  Description 
3(i)  Restated and Amended Certificate of Incorporation of The Connecticut Bank and Trust 

Company  (incorporated by reference to Exhibit 3(i) to The Connecticut Bank and Trust 
Company’s Registration Statement on Form S-3 dated January 14, 2009) 

   
3(ii) 

 
 
 

 Amended Bylaws of The Connecticut Bank and Trust Company  (incorporated by reference 
to Exhibit 3.2 to The Connecticut Bank and Trust Company’s Registration Statement on 
Form 10-SB dated April 28, 2005) 

31.1  Rule 13a-14(a)/15d-14(a) Certification by Chief Executive Officer 
   

31.2  Rule 13a-14(a)/15d-14(a) Certification by Chief Financial Officer 
   

32.1  Section 1350 Certification by Chief Executive Officer 
   

32.2  Section 1350 Certification by Chief Financial Officer 
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SIGNATURES 
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to 
be signed on its behalf by the undersigned, thereunto duly authorized. 
 
 

THE CONNECTICUT BANK AND TRUST COMPANY 
 
 
Dated:  October 11, 2011  By:  /s/ David A. Lentini             

 David A. Lentini 
 Chairman of the Board and  
 Chief Executive Officer  
  

Dated:  October 11, 2011  By:  /s/ Paul Granato 
    Paul Granato 

 Treasurer and   
 Chief Financial Officer 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



19  
 

EXHIBIT INDEX 
 

 
No.  Description 

3(i)  Restated and Amended Certificate of Incorporation of The Connecticut Bank and Trust 
Company  (incorporated by reference to Exhibit 3(i) to The Connecticut Bank and Trust 
Company’s Registration Statement on Form S-3 dated January 15, 2009) 

   
3(ii) 

 
 

 Amended Bylaws of The Connecticut Bank and Trust Company  (incorporated by reference 
to Exhibit 3.2 to The Connecticut Bank and Trust Company’s Registration Statement on 
Form 10-SB dated April 29, 2005) 

   
31.1  Rule 13a-14(a)/15d-14(a) Certification by Chief Executive Officer 

   
31.2  Rule 13a-14(a)/15d-14(a) Certification by Chief Financial Officer 

   
32.1  Section 1350 Certification by Chief Executive Officer 

   
32.2  Section 1350 Certification by Chief Financial Officer 
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EXHIBIT 31.1 
 

 CERTIFICATIONS  
 
I, David A. Lentini, Chairman of the Board and Chief Executive Officer of The Connecticut Bank and Trust Company, certify that:  
 
1. I have reviewed this Quarterly Report on Form 10-Q/A of The Connecticut Bank and Trust Company; 
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report;  

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report;  

  
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

 
(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 

under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report 
is being prepared; 

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles;  

(c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and  

(d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and  

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent functions): 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and  

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  

 
 
 
Date:  October 11, 2011    /s/ David A. Lentini 

David A. Lentini  
Chief Executive Officer 
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EXHIBIT 31.2 
 

CERTIFICATIONS 
 
I, Paul Granato, Treasurer and Chief Financial Officer of The Connecticut Bank and Trust Company, certify that:  
 
1. I have reviewed this Quarterly Report on Form 10-Q/A of The Connecticut Bank and Trust Company; 
 
3. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report;  

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report;  

  
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

 
(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 

under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report 
is being prepared; 

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles;  

(c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and  

(d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and  

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent functions): 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and  

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  

 

 
 
Date:  October 11, 2011    /s/ Paul Granato 

Paul Granato  
Chief Financial Officer 
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EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 
 

 In connection with the Quarterly Report of The Connecticut Bank and Trust Company (“CBT”) on Form 10-Q/A 
for the period ended June 30, 2011 as filed with the Federal Reserve Bank of Boston (the “Report”), I, David A. Lentini, 
Chief Executive Officer of CBT, certify, pursuant to 18 U.S.C.§ 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley 
Act of 2002, that: 
 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act 
of 1934; and 

 
2. The information contained in the Report fairly presents, in all material respects, the financial condition 

and results of operations of CBT as of and for the period covered by the Report. 
 
 
 
 
      /s/ David A. Lentini 
      David A. Lentini 

     Chief Executive Officer 
       October 11, 2011 
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EXHIBIT 32.2 

 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 
 

 In connection with the Quarterly Report of The Connecticut Bank and Trust Company (“CBT”) on Form 10-Q/A 
for the period ended June 30, 2011 as filed with the Federal Reserve Bank of Boston (the “Report”), I, Paul Granato, 
Chief Financial Officer of CBT, certify, pursuant to 18 U.S.C.§ 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley 
Act of 2002, that: 
 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act 
of 1934; and 

 
2. The information contained in the Report fairly presents, in all material respects, the financial condition 

and results of operations of CBT as of and for the period covered by the Report. 
 
 
 
 
      /s/ Paul Granato 
   Paul Granato 

     Chief Financial Officer 
       October 11, 2011 
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