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SHOWN ON THE FRONT COVER IS THE BURLINGTON NORTH BREAKWATER LIGHT,
located along the eastern shore of Lake Champlain near Burlington, Vt. This lighthouse was activated
in 2004, and its design is based on the North Breakwater Light built in the 1890s. The breakwater—
which was built to protect Burlington’s harbor from harsh winds from the northwest and south—

is on the National Register of Historic Places.

In the nineteenth century, Burlington was one of the nation’s largest lumber ports, serving as a link
between Canada and the United States. NBT Bank has long done business in New York’s North
Country, on the western shore of Lake Champlain. In 2009, the bank began doing business in

Vermont, establishing a regional office in Burlington that includes a full-service branch.

NBT Bank’s expansion into Vermont is one of the strategic investments that NBT Bancorp is
making during these difficult economic times. These investments will help position the company
for future growth. As always, the company is focused on maintaining its solid financial performance

while seeking new opportunities for revenue.
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NBT Bank

Pennstar Bank

Mang Insurance Agency

EPIC Advisors

NBT Bank and Mang Insurance Agency

NBT Bancorp Inc. is a financial holding company incorporated in 1986 in the state of Delaware.
The company, whose roots date back to 1856, is based in Norwich, N.Y,, and had total assets of
$5.5 billion as of December 31, 2009. NBT Bancorp primarily operates through NBT Bank, N.A.

(a full-service community bank with two divisions) and through two financial services companies.

As of March 2010, NBT Bank, N.A. had 124 locations. NBT Bank has 85 offices in 20 counties in
upstate New York and one office in Burlington, Vt. Pennstar Bank has 38 offices in six northeastern
Pennsylvania counties. EPIC Advisors, Inc., based in Rochester, N.Y,, is a full-service 401 (k) plan
recordkeeping firm. Mang Insurance Agency, LLC, based in Norwich, N.Y,, is a full-service

insurance agency.

More information about NBT Bancorp and its divisions can be found on the Internet at:
www.nbtbancorp.com, www.nbtbank.com, www.pennstarbank.com, www.epiclst.com

and www.manginsurance.com.
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FINANCIAL HIGHLIGHTS

2009 2008
FOR THE YEAR
NetInCoOme. . .ovvveeeee e $ 52,011 $ 58,353 Dollars are
Return on Average Assets..................... 0.96% 1.11% in thousands,
Return on Average Equity..................... 10.90% 14.16% except
Net Interest Margin'. . .................c...... 4.04% 3.95% per-share data.
PER COMMON SHARE
Earnings
BasiC. .\ttt $ 1.54 $ 1.81
Diluted. .....ooveeiieeii e $ 1.53 $ 1.80
BookValue ................ooiiiiiiiiiiia.., $ 14.69 $ 13.24
Tangible Book Value. ......................... $ 10.75 $ 9.01
CashDividend .............cooviiiinininn... $ 0.80 $ 0.80
DATA AT YEAR-END
ASSEES .« v et $ 5,464,026 $ 5,336,088
Loansand Leases. ........oovveuuiinnnnennnnn.. $ 3,645,398 $ 3,651,911
Allowance for Loan and Lease Losses. . ........ $ 66,550 $ 58,564
DEPOSIES. + e v ve e vee e e e eee e $ 4,093,046 $ 3,923,258
Stockholders’ Equity. .........c..ooveuiinn.... $ 505,123 $ 431,845
Nonperforming Loans........................ $ 41,272 $ 26,496
Nonperforming Assets ..............c..c...... $ 43,630 $ 27,161
Nonperforming Loans to Loans and Leases . ... 1.13% 0.73%
Shares Outstanding .............c..cooeene... 34,385,471 32,605,796
Closing Stock Price.................coooooa.. $  $2037 $ 27.96
Market Capitalization ........................ $ 700,432 $ 911,658
Tier 1 Capital Ratio. .........covvueinnenn.... 11.34% 9.75%
Total Risk-Based Capital Ratio ................ 12.59% 11.00%
Assets Managed in a Fiduciary Capacity . ... ... $ 2,824,694 $ 2,623,626
!Calculated on a fully taxable-equivalent basis.
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FINANCIAL INFORMATION
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To OUR STOCKHOLDERS

NBT Bancorp
President and
Chief Executive
Officer Martin
Dietrich (left)

and NBT Bancorp
Chairman

Daryl Forsythe.

| STETGEIBNET Il The year 2009 was one of the harshest
years for the banking industry since the Great Depression of
the 1930s. In the wake of the Great Recession, which began
in December 2007, more than 130 U.S. banks failed in 2009.
According to the Federal Deposit Insurance Corporation
(FDIC), nearly 30% of all insured banks posted net losses

in 2009.

At NBT Bancorp (NBT), we feel fortunate to report that our
2009 results were highlighted by strong earnings, especially
amid such challenging economic conditions. Our earnings
were close to our record year in 2008, excluding increases
related to FDIC and pension expenses. Our net income for

the year was $52.0 million, or $1.53 on a diluted per-share

Our total assets grew to $5.5 billion in 2009, an increase of
$127.9 million from 2008.

Our earnings in 2009 were driven by solid results throughout our company. For example, we
showed improvement in our net interest margin, which increased from 3.95% to 4.04% year over
year. As in 2008, we were effective last year in managing our cost of funds and asset yields without
sacrificing quality. Our noninterest income was up 11.7%, continuing a positive trend in our efforts

to grow this revenue source.

In early 2009, we decided against participating in the U.S. Treasury Department’s Troubled Asset
Relief Program (TARP). We were approved by the Treasury to receive TARP funds, but we believed
that taking part in this program would not be in the best long-term interest of our stockholders.

We remain confident that our decision in this matter was a sound one.

In relation to the rest of the banking industry, 2009 was a good year for us. Compared with many
other banks, our financial performance and asset quality were strong. Over the past several years,
federal regulators have given us two consecutive highest ratings (“outstanding”) for our Community
Reinvestment Act efforts. Even before the recent meltdown in real estate, we purposely avoided
subprime lending and construction loans for homes built on speculation. In 2009, our conservative

but progressive approach garnered us notable attention from the financial media.

basis. These per-share earnings were down from $1.80 in 2008.
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To OUR STOCKHOLDERS

ISR E BT RO @ STEN ORI RSV VLl In 2009 and early 2010, NBT was near the top

of some important industry rankings. In the May 2009 issue of the ABA Banking Journal, we were
ranked ninth in the nation for our 14.16% return on average total equity (ROAE) in 2008. A higher
ROAE percentage is associated with higher profitability. We were the only financial institution from
upstate New York and northeastern Pennsylvania to make the top 25. The ABA Banking Journal
stated that the average ROAE of the 145 financial institutions analyzed was —4.21%, making the
“strong performance of this year’s top 25 all the more extraordinary” The journal also noted that
about 25% of U.S. financial institutions were unprofitable in 2008.

In a December 30, 2009, article titled “America’s Best And Worst
Banks,” Forbes.com ranked us as the ninth-best bank in the nation.
Forbes ranked the 100 largest banks, thrifts and holding companies
on “eight financial measures that gauge asset quality, capital

adequacy and profitability”” Forbes ranked the institutions on each

measure and added up the individual rankings. Forbes noted that
P & Actually, we thought
our loan-loss reserves as a percentage of nonperforming loans it was a gOOd year.
totaled 165%, the “fifth-highest among big banks” We were one . . - .
And, 2010 is looking even better. Despite all the turmoil in the financial world
. . . last year, we took community banking to a whole new level. Our focus on local
of only two institutions from the East Coast to make the top 10. exclence s geing o of naonl swcion

the largest U.S. retail banks based on second quarter 2009 customer
research by the American Customer Satisfaction Index™

Forbes stated that it wanted to “drill a little deeper into the health”

# 1 { NBT Bank scored the highest rating in customer satisfaction versus

Of the nation’s largest banl(s, especially Since some Observers may #9 { In a December 30, 2009, article titled “Americas Best And Worst
Banks,” Forbes.com ranked NBT Bancorp as the ninth-best bank
. . . among the nations 100 largest banks.
assume that the “banking crisis is just about over”” Based on its _ N o
In a first quarter 2010 article titled “Home Run Hitters: Results of the
. . « ” #13 2009 Bank Performance Scorecard” Bank Director magzine ranked
findings, Forbes said those observers “would be wrong; VBT Bancorp inancil perormance 13t aconaly compard vich
With over 8,000 banks in the United States, those are numbers we can live
with, And they all add up to a bank that puts you first. Stop by any convenient
Bank Director is the premier magazine for directors of financial N Bk offcecll o visitus online o
companies. In the article “Home Run Hitters: Results of the 2009 %K
U .
Bank Performance Scorecard” in its first quarter 2010 issue, the | SAFE. SOUND. SECURE.

800.NBT.BANK ~ www.nbtbank.com

magazine ranked publicly owned banks and thrifts whose assets

et PO

placed them among the 150 largest nationwide. According to the In April 2009, NBT Bank and Pennstar Bank
magazine’s 2009 scorecard, we were 13th nationally. launched their “Numbers” advertising campaign.

We placed 39th in 2008 and 58th in 2007. Using This campaign features numbers that are unique
and important to our company. The ad above, from

publicly available data, the annual scorecard measures
March 2010, focuses on notable numbers from 2009.

performance across a range of metrics, such as profit-

ability, capital adequacy and asset quality. The measurement period included the third
and fourth quarters of 2008 and the first two quarters of 2009. Bank Director stated:
“In what’s been one of the toughest years in banking, institutions that played it fiscally

conservative ended up batting a thousand on our annual performance rankings”

NBT BANCORP 2009 ANNUAL REPORT
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n To OUR STOCKHOLDERS

| AR ettt v ol NBT's long-term planning process is guided by six strategic

initiatives. These initiatives are grounded in the fundamentals of banking, including a strong balance
sheet, an active lending program and strategic investments in future growth. In 2009, we made

progress on all of these initiatives. The following is an update on some of this progress.

Organic Growth and Expansion

In April, NBT added Vermont to the two other states—New York and Pennsylva-
nia—where our banking divisions do business. That month, we opened a regional
office in a three-story building on Bank Street in downtown Burlington. In December,
we opened a branch office in the same building. Since our founding in 1856, we have
remained true to our roots and to our community banking mission by focusing on
the financial needs of residents in towns and cities in upstate New York and north-
eastern Pennsylvania. We believe our neighbors in Vermont share these values and

will benefit from our highly personalized service and responsive decision making.

Burlington is about an hour from Plattsburgh, where we have had branches since
1993. The two cities are across from each other on Lake Champlain. In addition
to sharing a similar geography, Burlington shares similar characteristics with
Plattsburgh and many of the upstate communities we serve. We have had our

eye on the Vermont market for a while. Given recent changes in this market, we
believed the time was right in 2009 to establish our presence there. We have hired
an experienced team of Vermont bankers, and our community banking approach

has been well received. We look forward to continued growth in this new market.

In 2009, we also announced plans to continue expanding in the Glens Falls and
Albany areas. In February 2010, we opened an office on Quaker Road in Queens-
bury, which is our third location in the Glens Falls region. In the first half of 2010,
we plan to open a financial center and branch office in Center City Plaza on State
Street in downtown Schenectady. Center City is a 200,000-square-foot building
under construction in the city. This mixed-use complex will feature office, retail

and recreational space in a revitalized area.

This building In recent years, we strengthened our noninterest income sources through the acquisitions of

is home to EPIC Advisors and Mang Insurance Agency. In 2009, both of these subsidiaries had excellent results.
ZEZZZIL EPIC, a full-service 401 (k) plan recordkeeping firm, had a 44% increase in revenue. Our 11.7%

branch offices in increase in noninterest income was primarily due to an increase in insurance revenue. This revenue
Burlington, Vt. was largely attributable to earnings generated by Mang, which in 2009 had its first full year as part of

our company. EPIC and Mang will continue to play important roles in diversifying our revenue and

reinforcing our position as a full-service financial company.
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To OUR STOCKHOLDERS

Enhance Capital Utilization

On March 18, 2009, Standard & Poor’s announced that NBT was being added to the S&P SmallCap
600 Index on March 26, 2009. Joining the S&P SmallCap 600 Index was a very significant event for
our company. Being selected for this widely followed index created a temporary surge in demand for
our stock, since money managers who track this index usually include many or all of its component
stocks in their portfolios. As a result, a window of opportunity opened for us to raise additional

capital. And the best time to raise capital is, of course, when you do not have to.

On March 26 of last year, we announced a public offering of 1,576,230 shares of our common stock
at a price of $22 per share. This offering closed in early April and raised approximately $34 million.
This certainly exceeded our expectations, especially in this economy. Importantly, we raised this
money without negatively affecting our stock price. Although increasing our outstanding shares
slightly diluted our earnings per share, we can use the additional capital for a variety of uses—

such as organic growth, acquisitions or other types of expansion.

Deliver Superior Customer Service

As part of NBT’s strategic initiatives, NBT Bank and Pennstar Bank have focused on delivering a
consistently superior customer experience as their proven competitive advantage. Now, we have the
numbers to back this up. More specifically, the number one. According to research conducted by
the American Customer Satisfaction Index™ (ACSI) during the second quarter of 2009, NBT Bank
and Pennstar scored the highest ratings in customer satisfaction compared with the country’s largest
retail banks. Based on its years of research, ACSI reports: “Customer satisfaction is a leading indica-
tor of company financial performance. Stocks of companies with high ACSI scores tend to do better

than those of companies with low scores”

In January 2009, NBT Bank and Pennstar launched a major

effort to objectively measure their customer satisfaction levels.

For help with this effort, the banks utilized ACSI measurement

tools developed by the National Quality Research Center, a

nonprofit organization based at the University of Michigan

in Ann Arbor. Building on a questionnaire supplied by ACSI,

NBT Bank and Pennstar created a brief quarterly survey that

they send to thousands of randomly selected customers to

obtain feedback on how our service compared with customers’

expectations. These quarterly surveys are vital to measuring the quality of our service by branch
and region. Our branch and regional managers are using this data to reliably and consistently

measure performance and to develop and motivate employees.

NBT BANCORP 2009 ANNUAL REPORT
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“ To OUR STOCKHOLDERS

Many economists believe the current economic downturn has likely bottomed
out. In late 2010 or early 2011, we may begin to see a slow, drawn-out recovery—albeit one that
will continue to have high levels of unemployment. As the economy recovers, the Federal Reserve
will start to withdraw many of the billions of dollars it injected into the financial system to increase
the money supply. This will probably lead to a rise in short-term interest rates. This, in turn, will
put pressure on NBT’s net interest margin. That may sound a little bleak, but we have a good track
record of performing well regardless of economic conditions. Our performance in 2008 and 2009

is proof of that.

During the last two years, we have also been proactive. We have been investing in new technology
and systems, expanding into new markets, launching new training and development programs,
building new branches and hiring new employees. We do not have to pay back TARP funds, we
have not had large write-downs of assets, we have not reduced the dividend on our stock, we have
not laid off employees and we have not sold branches. We are in a far better position to take

advantage of future opportunities than many other banks.

On the legislative front, we are closely following proposed banking regulations being considered

by the federal government. We are concerned that federal officials may try to fix what is not broken.
We believe that banking is one of the most highly regulated industries in our country. It was not
community banks that caused the financial crisis that erupted in 2008. NBT, for one, chose not to
engage in risky lending and investing practices. One of the regulations under which we and other
banks operate is the Community Reinvestment Act (CRA), which encourages banks to help meet
the credit needs of all segments of their local communities. After analyzing data from 2005 and 2006,
Federal Reserve economists reported in 2009 that 94% of subprime loans—defined as higher-priced
loans to local or nonlocal lower-income borrowers or neighborhoods—were made by lenders who
were not regulated by the CRA. Who were these unregulated lenders? The Fed economists refer to
them as “independent nonbank institutions.” We believe that there should be stricter enforcement
of current banking regulations and that any new regulations should increase supervision of risky

lending and investing practices.

As NBT moves forward, we respect the challenges presented by this weak economy. But we

have good momentum. We have had a high level of financial performance while also investing in
future opportunities. As a result, we are optimistic about our long-term prospects, especially as the
economy strengthens. By continuing to develop our employees, by continuing to take care of our
customers and by continuing to build on our accomplishments, we will remain a high-performing

company. Thank you for your support.

U (Rl

Martin A. Dietrich Daryl R. Forsythe
President and Chief Executive Officer Chairman of the Board
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NBT BANCORP LEADERSHIP

Executive Management Team

Martin A. Dietrich
President and Chief Executive Officer

Michael J. Chewens

Senior Executive Vice President,
Chief Financial Officer and Corporate Secretary

David E. Raven

President of Retail Banking and
Pennstar Bank President and
Chief Executive Officer

NBT BANCORP 2009 ANNUAL REPORT

NBT Bancorp
executive management
team members.
Standing, left to right:
David Raven,

Martin Dietrich,
Michael Chewens and
Catherine Scarlett.
Seated, left to right:
Joseph Stagliano,
Howard Atkinson

and Jeffrey Levy.

Jeffrey M. Levy
Executive Vice President,

President of Commercial Banking and
NBT Bank Capital Region President

Catherine M. Scarlett
Executive Vice President and

Director of Human Resources

Joseph R. Stagliano
Executive Vice President and
Chief Information Officer

Howard L. Atkinson
Corporate Senior Vice President

of Risk Management

<RETURN TO
CONTENTS


NBT
RETURN TO CONTENTS


Boarp Listings

NBT Bancorp Inc.
Daryl R. Forsythe,
Chairman

Martin A. Dietrich,
President and CEO

Richard Chojnowski
Patricia T. Civil

William C. Gumble, Esq.

John C. Mitchell
Michael M. Murphy
Joseph G. Nasser
Joseph A. Santangelo
Robert A. Wadsworth

Executive management
and board information
is as of December 31,
2009. Additional
information regarding
our executive manage-
ment team and board of
directors can be found
in our proxy statement
for our 2010 Annual
Meeting of Stockholders.

NBT Bank, N.A.
Daryl R. Forsythe,
Chairman

Martin A. Dietrich,
President and CEO

Patricia T. Civil
Timothy E. Delaney
Brian K. Hanaburgh
Thomas G. Mazzotta
John C. Mitchell

V. Daniel Robinson III
Joseph A. Santangelo
Robert A. Wadsworth

Homnorary Directors
Kenneth M. Axtell Jr.
J. Peter Chaplin

Leah S. Drexler

Peter B. Gregory, DDS
Paul D. Horger, Esq.
Janet H. Ingraham

Andrew S. Kowalczyk Jr., Esq.

Thomas J. Mirabito
Anthony M. Paino
Van Ness D. Robinson
William Sluiter

Paul O. Stillman

J.K. Weinman

Pennstar Bank

William C. Gumble, Esq.,
Chairman

David E. Raven,
President and CEO

Richard Chojnowski
Martin A. Dietrich
Daryl R. Forsythe
Susan H. Kwiatek
Michael M. Murphy
Joseph G. Nasser

NBT Financial
Services, Inc.
Daryl R. Forsythe,
Chairman

Martin A. Dietrich,
President and CEO

Michael J. Chewens
Patricia T. Civil

John C. Mitchell
Michael M. Murphy
Robert A. Wadsworth
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE
SECURITIES EXCHANGE ACT OF 1934
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2009
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE
SECURITIES EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO
COMMISSION FILE NUMBER: 0-14703

NBT BANCORP INC.

(Exact name of registrant as specified in its charter)

Delaware 16-1268674
(State or other jurisdiction of incorporation or organization) (IRS Employer Identification No.)

52 SOUTH BROAD STREET
NORWICH, NEW YORK 13815
(Address of principal executive office) (Zip Code)

(607) 337-2265

(Registrant’s telephone number, including area code)

None
(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)

Securities registered pursuant to section 12(b) of the Act:

Title of each class: Name of each exchange on which registered:
Common Stock, par value $0.01 per share The NASDAQ Stock Market LLC

Securities registered pursuant to section 12(g) of the Act: None
Stock Purchase Rights Pursuant to Stockholders Rights Plan

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes [X] No| ]

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15 (d) of
the Act. Yes [ ] No [X]

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports) and (2) has been subject to such filing requirements for the past
90 days. Yes [X] No [ ]

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site,
if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files). Yes[ ] No [ ]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (Section
229.405 of this chapter) is not contained herein, and will not be contained, to the best of the registrant’s
knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K. [ ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated

” o«

filer, or a smaller reporting company. See the definitions of “large accelerated filer,; “accelerated filer,; and
“smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [X] Accelerated filer [ ] Non-accelerated filer [ ] Smaller reporting company | ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).

Yes [ ] No [X]

Based on the closing price of the registrant’s common stock as of June 30, 2009, the aggregate market value of the
voting stock, common stock, par value, $0.01 per share, held by non-affiliates of the registrant is $731,252,689.

The number of shares of Common Stock outstanding as of February 15, 2010, was 34,412,890.

Documents Incorporated by Reference
Portions of the registrant’s definitive Proxy Statement for its Annual Meeting of Stockholders to be held on May 4,
2010 are incorporated by reference into Part III, Items 10, 11, 12, 13 and 14 of this Form 10-K.

<RETURN TO
NBT BANCORP 2009 ANNUAL REPORT I8N~ CONTENTS


NBT
RETURN TO CONTENTS


ITEM 1.

ITEM 1A.

ITEM 1B.

ITEM 2.

ITEM 3.

ITEM 4.

ITEM 5.

ITEM 6.

ITEM?7.

ITEM 7A.

ITEM 8.

ITEMO.

ITEM 9A.

ITEM 9B.

12

TABLE OF CONTENTS

PART I
BUSINESS . . ...ttt e e e e 14-20
RISKFACTORS . ...ttt e e e, 21-26
UNRESOLVED STAFF COMMENTS . .. ..ottt 26
PROPERTIES .. ...ttt e, 27
LEGALPROCEEDINGS . .......ooiiniii ittt 27
[RESERVED] .....ootti e e 27

PART II

MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITYSECURITIES . . ... ..o e 28-29

SELECTED FINANCIAL DATA ... . i 30-31

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTSOF OPERATIONS .. ....... ... 31-51

QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT

MARKET RISK . ... e 51-52
FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA ...................... 53-87
Report of Independent Registered Public Accounting Firm .......................... 53
Consolidated Balance Sheets at December 31, 2009 and 2008 ........................ 54
Consolidated Statements of Income for each of the years in the three-year period

ended December 31, 2009 ...ttt 55
Consolidated Statements of Changes in Stockholders’ Equity for each of the years

in the three-year period ended December 31,2009 ................ ..., 56
Consolidated Statements of Cash Flows for each of the years in the three-year period

ended December 31, 2009 ...ttt 57
Consolidated Statements of Comprehensive Income for each of the years

in the three-year period ended December 31,2009 ............... ..., 58
Notes to Consolidated Financial Statements ............... ..., 59-87

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS

ON ACCOUNTING AND FINANCIALDISCLOSURE . ..................... ... 88
CONTROLSAND PROCEDURES ... .. i 88
OTHERINFORMATION . ... e 88

NBT BANCORP 2009 ANNUAL REPORT

<RETURN TO
CONTENTS


NBT
RETURN TO CONTENTS


PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE ........ 90

ITEM11. EXECUTIVE COMPENSATION . ... i 90

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS .................. 90

ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSACTIONS

AND DIRECTORINDEPENDENCE ...... ... ... i 91

ITEM 14. PRINCIPAL ACCOUNTANT FEESANDSERVICES ............ ... 91
PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES ......................... 92-93

SIGNATURES . .. e 94

<RETURN TO
NBT BANCORP 2009 ANNUAL REPORT IBN  CONTENTS


NBT
RETURN TO CONTENTS


PART 1

ITEM 1. Business

NBT Bancorp Inc. (the “Registrant” or the
“Company”) is a registered financial holding company
incorporated in the state of Delaware in 1986, with its
principal headquarters located in Norwich, New York.
The Company, on a consolidated basis, at December
31, 2009 had assets of $5.5 billion and stockholders’
equity of $505.1 million. Return on average assets and
return on average equity were 0.96% and 10.90%,
respectively, for the period ending December 31, 2009.
The Company had net income of $52.0 million or
$1.53 per diluted share for 2009 and fully taxable
equivalent (“FTE”) net interest margin was 4.04% for
the same period.

The principal assets of the Registrant consist of all
of the outstanding shares of common stock of its sub-
sidiaries, including: NBT Bank, N.A. (the “Bank”), NBT
Financial Services, Inc. (“NBT Financial”), NBT
Holdings, Inc. (“NBT Holdings”) and CNBF Capital
Trust I, NBT Statutory Trust I and NBT Statutory Trust
II (the “Trusts”). The Company’s principal sources of rev-
enue are the management fees and dividends it receives
from the Bank, NBT Financial, and NBT Holdings.

The Company’s business, primarily conducted
through the Bank but also through its other subsidiaries,
consists of providing commercial banking and financial
services to its customers in its market area, which
includes central and upstate New York, northeastern
Pennsylvania and Burlington, Vermont. The Company
has been, and intends to continue to be, a community-
oriented financial institution offering a variety of finan-
cial services. The Company’s business philosophy is to
operate as a community bank with local decision-mak-
ing, principally in non-metropolitan markets, providing
a broad array of banking and financial services to retail,
commercial, and municipal customers. The financial
condition and operating results of the Company are
dependent on its net interest income which is the differ-
ence between the interest and dividend income earned
on its earning assets and the interest expense paid on its
interest bearing liabilities, primarily consisting of
deposits and borrowings. Among other factors, net
income is also affected by provisions for loan and lease
losses and noninterest income, such as service charges
on deposit accounts, broker/dealer fees, trust fees,
insurance commissions, and gains/losses on securities
sales, as well as noninterest expense, such as salaries and
employee benefits, data processing, communications,
occupancy, and equipment expenses.

Substantially all of the Company’s business activ-
ities are with customers located in the United States.
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For the year ended December 31, 2009, approximately
84% of the Registrant’s revenue was derived from New
York and approximately 16% from Pennsylvania.
Vermont revenue was negligible for the year ended
December 31, 2009 as the Registrant was new to the
market in 2009. Approximately 67% of the revenue
generated in New York was comprised of interest and
fee income, predominately from loans and securities.
Approximately 33% of the revenue generated in New
York was comprised of noninterest income such as
service charges on deposit accounts, trust administra-
tion fees, bank owned life insurance income, and insur-
ance revenue. Approximately 66% of the revenue
generated in Pennsylvania was comprised of interest
and fee income. Approximately 34% of the revenue
generated in Pennsylvania was comprised of noninter-
est income such as service charges on deposit accounts,
trust administration fees, bank owned life insurance
income, and insurance revenue. As of December 31,
2009, approximately 81% of the Registrant’s loan port-
folio was originated in New York and approximately
19% was originated in Pennsylvania. The amount of
loans in the Vermont market was negligible as of
December 31, 2009 as the Registrant was new to the
market in 2009. Approximately 56% of the New York-
based loan portfolio was secured by real estate in
central and upstate New York, while approximately
64% of the Pennsylvania-based loan portfolio was
secured by real estate in northeastern Pennsylvania as
of December 31, 2009. Consumer loans (such as indi-
rect and direct installment loans) and home equity
loans comprised approximately 41% of the New York-
based loan portfolio and approximately 38% of the
Pennsylvania-based loan portfolio.

Like the rest of the nation, the market areas that
the Company serves are presently experiencing an
economic slowdown. A variety of factors (e.g., any
substantial rise in inflation or further rise in unemploy-
ment rates, decrease in consumer confidence, natural
disasters, war, or political instability) may further
affect both the Company’s markets and the national
market. The Company will continue to emphasize
managing our funding costs and lending rates to effec-
tively maintain profitability. In addition, the Company
will continue to seek and maintain relationships that
can generate fee income that is not directly tied to
lending relationships. We anticipate that this approach
will help mitigate profit fluctuations that are caused by
movements in interest rates, business and consumer
loan cycles, and local economic factors.
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NBT Bank, N.A.

The Bank is a full service commercial bank formed
in 1856, which provides a broad range of financial
products to individuals, corporations and municipal-
ities throughout the central and upstate New York,
northeastern Pennsylvania and Burlington, Vermont
market areas.

Through its network of branch locations, the Bank
offers a wide range of products and services tailored
to individuals, businesses, and municipalities. Deposit
products offered by the bank include demand deposit
accounts, savings accounts, negotiable order of with-
drawal (“NOW?”) accounts, money market deposit
accounts (“MMDA”), and certificate of deposit (“CD”)
accounts. The Bank offers various types of each deposit
account to accommodate the needs of its customers
with varying rates, terms, and features. Loan products
offered by the Bank include consumer loans, home
equity loans, mortgages, small business loans and
commercial loans, with varying rates, terms and fea-
tures to accommodate the needs of its customers. The
Bank also offers various other products and services
through its branch network such as trust and invest-
ment services and financial planning services. In addi-
tion to its branch network, the Bank also offers access
to certain products and services online enabling cus-
tomers to check balances, transfer funds, pay bills,
view statements, apply for loans and access various
other product and service information. The Bank pro-
vides 24-hour access to an automated telephone line
whereby customers can check balances, obtain inter-
est information, transfer funds, request statements,
and perform various other activities.

The Bank conducts business through two geo-
graphic operating divisions, NBT Bank and Pennstar
Bank. At year end 2009, the NBT Bank division had 85
divisional offices and 114 automated teller machines
(ATMs), located primarily in central and upstate
New York and Burlington, Vermont. At December
31, 2009, the NBT Bank division had total loans and
leases of $3.0 billion, or 81.2% of total loans and
leases, and total deposits of $3.2 billion, or 77.8% of
total deposits. Revenue for the NBT Bank division
totaled $185.8 million for the year ended December
31, 2009. At year end 2009, the Pennstar Bank division
had 38 divisional offices and 49 ATMs, located pri-
marily in northeastern Pennsylvania. At December 31,
2009, the Pennstar Bank division had total loans
and leases of $686.4 million, or 18.8% of total loans
and leases, and total deposits of $910.5 million, or
22.2% of total deposits. Revenue for the Pennstar
Bank division totaled $38.2 million for the year ended
December 31, 2009.
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NBT Financial Services, Inc.

Through NBT Financial, the Company operates
EPIC Advisors, Inc. (“EPIC”), a retirement plan admin-
istrator. Through EPIC, the Company offers services
including retirement plan consulting and record-
keeping services. EPIC’s headquarters are located in
Rochester, New York.

NBT Holdings, Inc.

Through NBT Holdings, the Company operates
Mang Insurance Agency, LLC (“Mang”), a full-service
insurance agency acquired by the Company on
September 1, 2008. Prior to its acquisition by the
Company, Mang was one of the largest independent
insurance agencies in upstate New York and was head-
quartered in Binghamton, New York. As part of the
acquisition, the Company acquired approximately
$15.3 million of intangible assets and $11.8 million
of goodwill, for a purchase price of $28.0 million,
which has been allocated to NBT Holdings for report-
ing purposes. The results of operations are included in
the consolidated financial statements from the date of
acquisition, September 1, 2008. Mang’s headquarters
were moved to Norwich, New York in December 2009
and many Mang office locations that were in the same
communities as NBT Bank branches have moved into
those branches during 2009. Through Mang, the
Company offers a full array of insurance products
including personal property and casualty, business
liability and commercial insurance tailored to serve the
specific insurance needs of individuals as well as busi-
nesses in a range of industries operating in the markets
served by the Company.

The Trusts

The Trusts were organized to raise additional reg-
ulatory capital and to provide funding for certain acqui-
sitions. CNBF Capital Trust I (“Trust I”) and NBT
Statutory Trust I are Delaware statutory business trusts
formed in 1999 and 2005, respectively, for the pur-
pose of issuing trust preferred securities and lending
the proceeds to the Company. In connection with the
acquisition of CNB Bancorp, Inc. mentioned below,
the Company formed NBT Statutory Trust II (“Trust
I1”) in February 2006 to fund the cash portion of the
acquisition as well as to provide regulatory capital.
The Company raised $51.5 million through Trust II in
February 2006. The Company guarantees, on a limited
basis, payments of distributions on the trust preferred
securities and payments on redemption of the trust
preferred securities. The Trusts are variable interest
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entities (VIEs) for which the Company is not the
primary beneficiary, as defined by Financial Account-
ing Standards Board Accounting Standards Codifi-
cation (“FASB ASC”). In accordance with FASB ASC,
the accounts of the Trusts are not included in the
Company’s consolidated financial statements. The
Trusts were organized to raise additional regulatory
capital and to provide funding for certain acquisitions.

Operating Subsidiaries of the Bank

The Bank has five operating subsidiaries, NBT
Capital Corp., Pennstar Bank Services Company, Broad
Street Property Associates, Inc., NBT Services, Inc.,
and CNB Realty Trust. NBT Capital Corp., formed
in 1998, is a venture capital corporation formed to
assist young businesses to develop and grow primarily
in the markets they serve. Pennstar Bank Services
Company, formed in 2002, provides administrative
and support services to the Pennstar Bank division
of the Bank. Broad Street Property Associates, Inc.,
formed in 2004, is a property management company.
NBT Services, Inc., formed in 2004, has a 44% owner-
ship interest in Land Record Services, LLC. Land
Record Services, LLC, a title insurance agency, offers
mortgagee and owner’s title insurance coverage to
both retail and commercial customers. CNB Realty
Trust, formed in 1998, is a real estate investment trust.

Competition

The banking and financial services industry in
the Company’s market areas is highly competitive.
The increasingly competitive environment is the
result of changes in regulation, changes in technology
and product delivery systems, additional financial
service providers, and the accelerating pace of con-
solidation among financial services providers. The
Company competes for loans, deposits, and cus-
tomers with other commercial banks, savings and
loan associations, securities and brokerage companies,
mortgage companies, insurance companies, finance
companies, money market funds, credit unions,
and other nonbank financial service providers.
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Additionally, various out-of-state banks continue to
enter or have announced plans to enter the market
areas in which the Company currently operates.

The financial services industry could become
even more competitive as a result of legislative, reg-
ulatory and technological changes and continued
consolidation. Banks, securities firms and insurance
companies can merge under the umbrella of a financial
holding company, which can offer virtually any type of
financial service, including banking, securities under-
writing, insurance (both agency and underwriting)
and merchant banking. Also, technology has lowered
barriers to entry and made it possible for non-banks
to offer products and services traditionally provided
by banks, such as automatic transfer and automatic
payment systems.

Many of the Company’s competitors have fewer
regulatory constraints and may have lower cost struc-
tures. In addition, many of the Company’s competitors
have assets, capital and lending limits greater than
that of the Company, have greater access to capital
markets and offer a broader range of products and
services than the Company. These institutions may
have the ability to finance wide-ranging advertising
campaigns and may also be able to offer lower rates on
loans and higher rates on deposits than the Company
can offer. Many of these institutions offer services,
such as credit cards and international banking, which
the Company does not directly offer.

In consum