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USE OF NON-GAAP FINANCIAL MEASURES

The Securities and Exchange Commission (“SEC”) has adopted Regulation G, which applies to all public disclosures
made by registered companies that contain “non-GAAP financial measures.”  GAAP is generally accepted accounting
principles in the United States of America.  Under Regulation G, companies making disclosures containing
non-GAAP financial measures must also disclose, along with each non-GAAP financial measure, certain additional
information, including a reconciliation of the non-GAAP financial measure to the closest comparable GAAP financial
measure and a statement of the company’s reasons for utilizing the non-GAAP financial measure as part of its financial
disclosures.  The SEC has exempted from the definition of “non-GAAP financial measures” certain specific types of
commonly used financial measures that are not based on GAAP.  When these exempted measures are included in
public disclosures or SEC filings, supplemental information is not required.  The following measures used in this
Report, which have not been specifically exempted by the SEC, may constitute “non-GAAP financial measures” within
the meaning of the SEC’s new rules.

Tax-Equivalent Net Interest Income and Net Interest Margin:  Net interest income, as a component of the tabular
presentation by financial institutions of Selected Financial Information regarding their recently completed operations,
is commonly presented on a tax-equivalent basis.  That is, to the extent that some component of the institution’s net
interest income will be exempt from taxation (e.g., was received by the institution as a result of its holdings of state or
municipal obligations), an amount equal to the tax benefit derived from that component is added back to the net
interest income total.  This adjustment is considered helpful in comparing one financial institution’s net interest income
(pre-tax) to that of another institution, as each will have a different proportion of tax-exempt items in their
portfolios.  Moreover, net interest income is itself a component of a second financial measure commonly used by
financial institutions, net interest margin, which is the ratio of net interest income to average earning assets.  For
purposes of this measure as well, tax-equivalent net interest income is generally used by financial institutions, again to
provide a better basis of comparison from institution to institution.  We follow these practices.

Tangible Book Value Per Share and Tangible Equity as a Percentage of Tangible Assets: Tangible book value per
share and tangible equity as a percentage of tangible assets at period end are non-GAAP financial measures derived
from GAAP-based amounts. We calculate tangible equity and tangible assets by excluding the balance of intangible
assets from shareholders' equity and total assets, respectively. We calculate tangible book value per share by dividing
tangible equity by common shares outstanding, as compared to book value per common share, which we calculate by
dividing shareholders' equity by common shares outstanding. We calculate tangible equity as a percentage of tangible
assets at period end by dividing tangible equity by tangible assets at period end. We believe that this is consistent with
the treatment by bank regulatory agencies, which exclude intangible assets from the calculation of risk-based capital
ratios.

The Efficiency Ratio:  Financial institutions often use an “efficiency ratio” as a measure of expense control.  The
efficiency ratio is defined as noninterest expense (excluding nonrecurring charges, and other real estate
owned expense) divided by taxable equivalent net interest income plus noninterest income (excluding securities
transactions and other non-recurring income items).   As in the case of net interest income, generally, net interest
income as utilized in calculating the efficiency ratio is typically expressed on a tax-equivalent basis.  Moreover, most
financial institutions, in calculating the efficiency ratio, also adjust both noninterest expense and noninterest income to
exclude from these items (as calculated under GAAP) certain component elements, such as non-recurring charges, and
other real estate expense (deducted from noninterest expense) and securities transactions and other non-recurring
income items (excluded from noninterest income).  We follow these practices.
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PART I

Item 1.                      Business

General

TrustCo Bank Corp NY (“TrustCo,” the “Company” or “we,” “us,” “our” and similar words) is a savings and loan holding
company having its principal place of business at 5 Sarnowski Drive, Glenville, New York 12302. TrustCo was
incorporated under the laws of New York in 1981 to acquire all of the outstanding stock of Trustco Bank, National
Association, formerly known as Trustco Bank New York, and prior to that, The Schenectady Trust Company. The
Company’s principal subsidiary, Trustco Bank (sometimes referred to as the “Bank”), is the successor by merger to
Trustco Bank, National Association.

Through policy and practice, TrustCo continues to emphasize that it is an equal opportunity employer. There were 726
full-time equivalent employees of TrustCo at year-end 2011. TrustCo had 13,792 shareholders of record as of
December 31, 2011  and the closing price of the TrustCo common stock on that date was $5.61.

Subsidiaries

Trustco Bank

Trustco Bank is a federal savings bank engaged in providing general banking services to individuals, partnerships, and
corporations. The Bank operates 144 automatic teller machines and 137 banking offices in Albany, Columbia,
Dutchess, Greene, Orange, Rensselaer, Rockland, Saratoga, Schenectady, Schoharie, Ulster, Warren, Washington and
Westchester counties in New York, Charlotte, Hillsborough, Lake, Manatee, Orange, Osceola, Palm Beach,
Polk, Sarasota, Seminole, and Volusia counties in Florida, Bennington County in Vermont, Berkshire County in
Massachusetts and Bergen County in New Jersey. The largest part of such business consists of accepting deposits and
making loans and investments. The Bank provides a wide range of both personal and business banking services. The
Bank is supervised and regulated by the federal Office of the Comptroller of the Currency (“OCC”) and is a member of
the Federal Reserve System and the Federal Home Loan Bank of New York. Its deposits are insured by the Federal
Deposit Insurance Corporation (“FDIC”) to the extent permitted by law. The Bank’s subsidiary, Trustco Realty Corp., is
a real estate investment trust (or “REIT”) that was formed to acquire, hold and manage real estate mortgage assets,
including residential mortgage loans and mortgage-backed securities. The income earned on these assets, net of
expenses, is distributed in the form of dividends. Under current New York State tax law, 60% of the dividends
received by the Bank from Trustco Realty Corp are excluded from total taxable income.

The Bank accounted for substantially all of TrustCo’s 2011 consolidated net income and average assets. In addition to
Trustco Realty Corp,, the Bank’s subsidiaries include Trustco Insurance, Inc. and ORE Property, Inc., which has two
subsidiaries,  ORE Property One, Inc. and ORE Property Two, Inc.   None of the subsidiaries, except for Trustco
Realty Corp., engage in any significant business activities.

Trustco Financial Services, previously referred to as the Trust Department of Trustco Bank, serves as executor of
estates and trustee of personal trusts, provides asset and wealth management services, provides estate planning and
related advice, provides custodial services, and acts as trustee for various types of employee benefit plans and
corporate pension and profit sharing trusts. The aggregate market value of the assets under trust, custody, or
management of the trust department was approximately $784 million as of December 31, 2011.

5

Edgar Filing: TRUSTCO BANK CORP N Y - Form 10-K

5



Edgar Filing: TRUSTCO BANK CORP N Y - Form 10-K

6



Index

The daily operations of the Bank remain the responsibility of its officers, subject to the oversight of its Board of
Directors and overall supervision by TrustCo. The activities of the Bank are included in TrustCo's consolidated
financial statements.

ORE Subsidiary Corp.

In 1993, TrustCo created ORE Subsidiary Corp., a New York corporation, to hold and manage certain foreclosed
properties acquired by the Bank. The accounts of this subsidiary are included in TrustCo's consolidated financial
statements.

Competition
TrustCo faces strong competition in its market areas, both in attracting deposits and making loans. The Company’s
most direct competition for deposits, historically, has come from commercial banks, savings associations, and credit
unions that are located or have branches in the Bank’s market areas. The competition ranges from other locally based
commercial banks, savings banks and credit unions to branch offices of the largest financial institutions in the United
States. In its principal market areas, the Capital District area of New York State and Central Florida, TrustCo's
principal competitors are local operations of super regional banks, branch offices of money center banks, and locally
based commercial banks and savings institutions. The Bank is the largest depository institution headquartered in the
Capital District area of New York State. The Company also faces competition for deposits from national brokerage
houses, short-term money market funds, and other corporate and government securities funds.

Factors affecting the acquisition of deposits include pricing, office locations and hours of operation, the variety of
deposit accounts offered, and the quality of customer service provided. Competition for loans has been especially keen
during the last several years. Commercial banks, savings institutions, traditional mortgage brokers affiliated with local
offices, and nationally franchised real estate brokers are all active and aggressive competitors. The Company
competes in this environment by providing a full range of financial services based on a tradition of financial strength
and integrity dating from its inception. The Company competes for loans principally through the interest rates and
loan fees it charges (including escrows and private mortgage insurance requirements) and the efficiency and quality of
services it provides to borrowers.

Supervision and Regulation

Banking is a highly regulated industry, with numerous federal and state laws and regulations governing the
organization and operation of banks and their affiliates. As a savings and loan holding company, TrustCo and its
non-bank subsidiaries are supervised and regulated by the Board of Governors of the Federal Reserve System (“Federal
Reserve Board”). Under the Home Owners’ Loan Act of 1934 (“HOLA”), TrustCo must obtain prior Federal Reserve
Board approval for acquisitions, and its the business operations and activities are restricted. The OCC is the Bank’s
primary federal regulator and supervises and examines the Bank.  Because the FDIC provides deposit insurance to the
Bank, the Bank is also subject to its supervision and regulation even though the FDIC is not the Bank’s primary federal
regulator.

6

Edgar Filing: TRUSTCO BANK CORP N Y - Form 10-K

7



Index

Certain federal banking laws have been recently amended by the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the “Dodd-Frank Act”). See “Supervision and Regulation—Financial Reform Legislation” below.  Among
the more significant changes made by the Dodd-Frank Act was that, effective July 21, 2011, the Company’s and the
Bank’s former primary regulator, the Office of Thrift Supervision (“OTS”) ceased to exist as a separate entity and
merged and became a separate division of the OCC.  The OCC assumed the OTS’ role as regulator and supervisor of
Trustco Bank, and the Federal Reserve Board became the primary supervisor and regulator with respect to the
Company.

The following summary of laws and regulations applicable to the Company and the Bank is not intended to be a
complete description of those laws and regulations or their effects on the Company and the Bank, and it is qualified in
its entirety by reference to the particular statutory and regulatory provisions described.

Financial Reform Legislation

On July 21, 2010, the president signed the Dodd-Frank Act into law. The Dodd-Frank Act has created, will likely
continue to create, dramatic changes across the financial regulatory system, some of which are already effective and
some of which will not become effective until various future dates. Implementation of the Dodd-Frank Act will
require many new rules to be made by various federal regulatory agencies over the next several years, including
TrustCo’s and the Bank’s regulatory agencies, and the effect of many of the Dodd-Frank Act’s provisions will be
determined through the rulemaking process. As a result, we cannot predict the ultimate effect of the Dodd-Frank Act
on TrustCo or the Bank at this time; this uncertainty includes the extent to which the act could increase costs, limit our
ability to efficiently pursue business opportunities or otherwise adversely affect our business, financial condition or
results of operations. At a minimum, we expect that the Dodd-Frank Act will increase our operating and compliance
costs.

The Dodd-Frank Act included provisions that, among other effects:

1. Created a new agency, the Bureau of Consumer Financial Protection (the “Bureau”), to centralize responsibility for
consumer financial protection, be responsible for implementing, examining and enforcing compliance with federal
consumer financial laws such as the Truth in Lending Act, the Equal Credit Opportunity Act, the Real Estate
Settlement Procedures Act and the Truth in Saving Act, among others.  Depository institutions that have assets of $10
billion or less, such as the Bank, will continue to be supervised by their primary federal regulators (in the case of the
Bank, the OCC).  The Bureau will also have data collecting powers for fair lending purposes for both small business
and mortgage loans, as well as authority to prevent unfair, deceptive and abusive practices.
2. Imposed new consumer protection requirements in mortgage loan transactions, including requiring creditors to
make reasonable, good faith determinations that consumers have a reasonable ability to repay mortgage loans,
prohibiting originators of residential mortgage loans from being paid compensation (such as a “yield spread premium”)
that varies based on the terms of the loan other than the principal amount of the loan, requiring new disclosure
requirements for residential mortgage loans, requiring additional disclosures in periodic loan account statements,
amending the Truth-in-Lending Act’s “high-cost” mortgage provisions, and adopting certain other revisions.
3. Changed the assessment base for federal deposit insurance from the amount of insured deposits to consolidated
assets less tangible capital, eliminates the ceiling on the size of the FDIC’s Deposit Insurance Fund (“DIF”), and
increases the required minimum reserve ratio for the DIF, from 1.15% to 1.35% of insured deposits.
4. Increased the maximum amount of deposit insurance for banks, savings institutions and credit unions to $250,000
per depositor, retroactive to January 1, 2008, with non-interest-bearing transaction accounts having unlimited deposit
insurance through December 31, 2012.
5. Adopted changes to corporate governance requirements, including shareholder votes on executive compensation
and proxy access by shareholders, that apply to all public companies.

6. Repealed various banking law provisions prohibiting the payment of interest on demand deposits.
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7. Authorized the Federal Reserve Board to adopt rules to regulate the reasonableness of debit card interchange fees
charged by financial institutions with $10 billion or more in assets with respect to electronic debit transactions. These
rules took effect on October 1, 2011. Issuers that, together with their affiliates, have assets of less than $10 billion
would not be covered by the rules.

Dividends

Most of TrustCo's revenues consist of cash dividends paid to TrustCo by the Bank, payment of which is subject to
various regulatory limitations. Please refer to the discussion below under “Federal Savings Institution Regulation –
Limitation on Capital Distributions” for a more detailed discussion of limitation imposed by the OCC. (Note 1 to the
consolidated financial statements contained in TrustCo’s Annual Report to Shareholders for the year ended December
31, 2011 contains additional information concerning restrictions on the Bank’s ability to pay dividends and is hereby
incorporated by reference.)
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Compliance with the standards set forth in the OCC rules regarding capital distribution could also limit the amount of
dividends that TrustCo may pay to its shareholders.

See Note 14 to the consolidated financial statements contained in TrustCo's Annual Report to Shareholders for the
year ended December 31, 2011 for information concerning the Bank’s regulatory capital requirements.

Holding Company Activities

The activities of savings and loan holding companies are governed, and limited, by the HOLA. TrustCo’s activities are
limited to those permissible for “multiple” savings and loan holding companies (that is, savings and loan holding
companies owning more than one savings association subsidiary) as of March 5, 1987, activities permitted for bank
holding companies as of November 12, 1999 and activities permissible for “financial holding companies” (which are
described below).   Activities permitted to multiple savings and loan holding companies include certain real estate
investment activities, and other activities permitted to bank holding companies under the Bank Holding Company Act.
Activities permissible for a financial holding company are those considered financial in nature (including securities
and insurance activities) or those incidental or complementary to financial activities.

A savings and loan holding company is prohibited from, directly or indirectly, acquiring more than 5% of the voting
stock of another financial institution or savings and loan holding company without the prior written approval of the
Federal Reserve and from acquiring or retaining control of a depository institution that is not insured by the Federal
Deposit Insurance Corporation. In evaluating applications by holding companies to acquire savings institutions, the
Federal Reserve considers the financial and managerial resources and future prospects of the Company and institution
involved, the effect of the acquisition on the risk to the deposit insurance fund, the convenience and needs of the
community and competitive factors.

The OCC may not approve any acquisition that would result in a multiple savings and loan holding company
controlling savings institutions in more than one state, subject to two exceptions: (i) the approval of interstate
supervisory acquisitions by savings and loan holding companies and (ii) the acquisition of a savings institution in
another state if the laws of the state of the target savings institution specifically permit such acquisitions. The states
vary in the extent to which they permit interstate savings and loan holding company acquisitions.

TrustCo must obtain approval from the appropriate bank regulatory agencies (for example, the Federal Reserve)
before acquiring control of any insured depository institution.

Savings and loan holding companies such as TrustCo are not currently subject to specific capital requirements or
specific restrictions on the payment of dividends or other capital distributions. As a result of the Dodd-Frank Act,
however, commencing in July 2015, TrustCo will be subject to formal regulatory capital requirements and will thus be
obligated to hold capital in the same amount and of the same type that is required of capital required for insured
depository institutions such as the Bank.

8
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In addition, the financial impact of a holding company on its subsidiary institution is a matter that is evaluated by
the  Federal Reserve, and the agency has authority to order cessation of activities or divestiture of subsidiaries deemed
to pose a threat to the safety and soundness of the institution. The Dodd-Frank Act, moreover, codifies the Federal
Reserve’s long-standing “source of strength” doctrine and thus requires that bank or thrift holding companies serve as a
source of financial strength for their depository institution subsidiaries. The phrase “source of financial strength” is
defined in the Dodd-Frank Act as “the ability of a company that directly or indirectly owns or controls an insured
depository institution to provide financial assistance to such insured depository institution in the event of the financial
distress of the insured depository institution.”  Dodd-Frank Act directs the federal banking agencies (including the
Federal Reserve ) to issue joint rules to carry out the source of strength doctrine not later than July 2012, although
Federal Reserve authority to enforce the source of strength doctrine commenced in July 2011.

Securities Regulation and Corporate Governance

The Company’s common stock is registered with the Securities and Exchange Commission under Section 12(b) of the
Securities Exchange Act of 1934, and the Company is subject to restrictions, reporting requirements and review
procedures under federal securities laws and regulations. The Company is also subject to the rules and reporting
requirements of The Nasdaq Stock Market LLC, on which its common stock is traded.

Like other issuers of publicly traded securities, the Company must also comply with provisions of the Dodd-Frank Act
that require publicly traded companies to give stockholders a non-binding vote on executive compensation and
so-called “golden parachute” payments, and the Company will also be subject to Dodd-Frank Act provisions that
authorize the SEC to promulgate rules that would allow stockholders to nominate their own candidates using a
company’s proxy materials. The Dodd-Frank Act also directs the Federal Reserve to promulgate rules prohibiting
excessive compensation paid to holding company executives, regardless of whether the company is publicly traded.

Further, the Sarbanes-Oxley Act of 2002 ("Sarbanes-Oxley"), which implemented legislative reforms intended to
address corporate and accounting fraud and contained reforms of various business practices and numerous aspects of
corporate governance. For example, Sarbanes-Oxley addresses accounting oversight and corporate governance
matters, including the creation of a five-member oversight board appointed by the Securities and Exchange
Commission to set and enforce auditing, quality control and independence standards for accountants and have
investigative and disciplinary powers; increased responsibilities and codified requirements relating to audit
committees of public companies and how they interact with a company's public accounting firm; the prohibition of
accounting firms from providing various types of consulting services to public clients and requiring accounting firms
to rotate partners among public client assignments every five years; expanded disclosure of corporate operations and
internal controls and certification by chief executive officers and chief financial officers to the accuracy of periodic
reports filed with the SEC; and prohibitions on public company insiders from trading during retirement plan
"blackout" periods, restrictions on loans to company executives and enhanced controls on and reporting of insider
trading.

9
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Although the Company has and will continue to incur additional expense in complying with the corporate governance
provisions of the Dodd-Frank Act and Sarbanes-Oxley and the resulting regulations, management does not expect that
such compliance will have a material impact on the Company's financial condition or results of operations.

Federal Savings Institution Regulation

Business Activities. Federal law and regulations govern the activities of federal savings banks such as the Bank. These
laws and regulations delineate the nature and extent of the activities in which federal savings banks may engage. In
particular, certain lending authority for federal savings banks, e.g., commercial, non-residential real property loans and
consumer loans, is limited to a specified percentage of the institution’s capital or assets.

Regulatory Capital Requirements. OCC capital regulations require thrifts to satisfy three capital ratio requirements:
tangible capital, Tier 1 core (leverage) capital, and risk-based capital. In general, an association’s tangible capital,
which must be at least 1.5% of adjusted total assets, is the sum of common shareholders’ equity adjusted for the effects
of other comprehensive income (“OCI”), net of the adjustment to record the previously unrecognized over funded
position of employee benefit plans, less goodwill and other disallowed assets. An association’s ratio of Tier 1 core
capital to adjusted total assets (the “core capital” or “leverage” ratio) must be at least 3% for the most highly rated
associations and 4% for others. Higher capital ratios may be required if warranted by the particular circumstances or
risk profile of a given association. Under the risk-based capital requirement, a savings association must have total
capital (core capital plus supplementary capital) equal to at least 8% of risk-weighted assets. In determining the
amount of risk-weighted assets, all assets, including certain off-balance sheet assets, are multiplied by a risk-weight
factor ranging from 0% to 100%, assigned by the OCC capital regulation based on the risks inherent in the type of
asset. Tier 1 capital must represent at least 50% of total capital and consists of core capital elements, which include
common shareholders’ equity, qualifying noncumulative nonredeemable perpetual preferred stock, and minority
interests in the equity accounts of consolidated subsidiaries, but exclude goodwill and certain other intangible assets.
Supplementary capital mainly consists of qualifying subordinated debt and portions of allowance for loan losses.

Under the Dodd-Frank Act, the federal banking agencies, including the OCC and the Federal Reserve, must set
minimum consolidated leverage and risk-based capital requirements for insured depository institutions and their
holding companies. These requirements must be based on the minimum prompt corrective action ratios described
below.

10
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Prompt Corrective Action. The OCC regulations also specify minimum requirements for a savings association to be
considered a “well-capitalized institution” as defined in the “prompt corrective action” regulation described below. A
“well-capitalized” savings association must have a total risk-based capital ratio of 10% or greater, and a leverage ratio of
5% or greater.

Additionally, to qualify as a “well-capitalized institution,” a savings association’s Tier 1 risk-based capital, defined as
core capital plus supplementary capital less portions of the association’s allowance for loan losses, must be equal to at
least 6% of risk-weighted assets. The Bank currently meets all of the requirements of a “well-capitalized institution.”

The OCC prompt corrective action regulations require certain mandatory remedial actions and authorize certain other
discretionary actions to be taken by the OCC against a savings association that falls within specified categories of
capital deficiency. The severity of the action required depends upon the association’s degree of undercapitalization.
The relevant regulations establish five categories of capital classification for this purpose, ranging from
“well-capitalized” or “adequately capitalized” through “undercapitalized,” “significantly undercapitalized” and “critically
undercapitalized.” In general, the prompt corrective action regulations prohibit an OCC-regulated institution from
declaring any dividends, making any other capital distributions, or paying a management fee to a controlling person,
such as its parent holding company, if, following the distribution or payment, the institution would be within any of
the three undercapitalized categories. Further, any institution that is determined to be “undercapitalized,” “significantly
undercapitalized,” or “critically undercapitalized” is required to raise additional capital and may not accept or renew
brokered deposits, and the OCC also may take a number of discretionary supervisory actions against undercapitalized
institutions, including the replacement of senior executive officers and directors and may appoint a receiver or
conservator for a savings association that is “critically undercapitalized”.

The other federal banking agencies, including the OCC, also have adopted substantially identical prompt corrective
action regulations.

Insurance of Deposit Accounts. Deposits of Trustco Bank are insured by the Deposit Insurance Fund (“DIF”) of the
FDIC. The FDIC determines insurance premiums based on a number of factors, primarily the risk of loss that insured
institutions pose to the DIF.

In May 2009, the FDIC adopted a final rule imposing a 5 basis point special assessment on each insured depository
institution's assets minus Tier 1 capital as of June 30, 2009, subject to a limit that the amount of the special assessment
for any institution cannot exceed 10 basis points times the institution's deposit insurance assessment base for the
second quarter 2009. The Bank paid this special assessment in September, 2009. Further, in November 2009, the
FDIC adopted a final rule imposing a 13-quarter prepayment of FDIC premiums. The prepayment amount was paid in
December 2009 and represented an estimated prepayment for deposit insurance assessments for the fourth quarter of
2009 through the fourth quarter of 2012. The prepayment amount will be used to offset future FDIC premiums
beginning with the March 2010 payment.
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The Dodd-Frank Act eliminated the previous statutory maximum limit on the FDIC’s reserve ratio (which is generally
the ratio of the DIF balance to the estimated amount of deposits insured by the DIF) and set the minimum reserve ratio
to not less than 1.35 percent of estimated insured deposits or the comparable percentage of the FDIC’s assessment
base. The act also required the FDIC to take the steps necessary to attain the 1.35 percent ratio by September 30, 2020,
subject to an offsetting requirement for certain institutions.

The large number of bank failures during the last several years have significantly increased the DIF’s losses such that
its reserve ratio is less than the mandated minimum.  As a result, the FDIC established a restoration plan in October
2008 and has amended the plan several times since then. Most recently, the FDIC amended the restoration plan on
October 19, 2010 in response to the Dodd-Frank Act to provide for reaching the 1.35% reserve ratio by September 30,
2020.  In February 2011, the FDIC approved a final rule that changed the deposit insurance assessment  system from
one that is based on domestic deposits to one that is based on average consolidated total assets minus average tangible
equity. In addition, the rule adopted a “scorecard” assessment scheme for larger banks (banks with assets of greater than
$10 billion) and suspends “dividend” payments by the FDIC to insured institutions if the depository insurance fund
reserve ratio exceeds 1.5 percent. The rule also provided for decreasing assessment rates when the DIF reserve ratio
reaches certain thresholds. Under the rule, larger insured depository institutions will likely be forced to pay higher
assessments to the DIF than under the prior system, and it is anticipated that community banks, which may include
Trustco Bank, will pay lower assessment rates. At least semiannually, the FDIC will update its loss and income
projections for the DIF and, if needed, will increase assessment rates, following notice-and-comment rulemaking if
required. The FDIC may also lower assessment rates following notice-and comment rulemaking if required.
Institutions may continue to use assessment credits (for regular quarterly assessments and for any special assessments)
without additional restriction (other than those imposed by law) during the term of the restoration plan.

Future changes in insurance premiums could have an adverse effect on the operating expenses and results of
operations of Trustco Bank, and the Bank cannot predict what insurance assessment rates will be in the future.

Insurance of deposits may be terminated by the FDIC upon a finding that the institution has engaged in unsafe or
unsound practices, is in an unsafe or unsound condition to continue operations or has violated any applicable law,
regulation, rule, order or condition imposed by the FDIC or the OCC. The Bank does not know of any practice,
condition or violation that might lead to termination of its deposit insurance.
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In addition to the assessment for deposit insurance, institutions are required to make payments on bonds issued in the
late 1980s by the Financing Corporation to recapitalize a predecessor deposit insurance fund.

Limitation on Capital Distributions. OCC regulations impose limitations upon all capital distributions by Trustco
Bank, including cash dividends, payments to repurchase its shares and payments to stockholders of another institution
in a cash-out merger. Under the regulations, an application to and the prior approval of the OCC is required prior to
any capital distribution if the institution does not meet the criteria for “expedited treatment” of applications under OCC
regulations (i.e., generally, examination ratings in the two top categories), the total capital distributions for the
calendar year exceed net income for that year plus the amount of retained net income for the preceding two years, the
institution would be undercapitalized following the distribution or the distribution would otherwise be contrary to a
statute, regulation or agreement with the OCC. If an application is not required, the institution must still provide prior
notice to the OCC of the capital distribution if, like the
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