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(in thousands, except per share data)

OPERATING RESULTS - Year Ended December 31
Net Interest Income
Provision for loan losses
Non-interest income:
Securities gains, net
Trust Preferred impairment writedown
Trust & Investment Services Income
Other operating income
Other operating expense
Net income

At Year End:

Assets

Loans, net of deferred fees and costs,
and unearned income

Allowance for loan losses

Deposits

Shareholders’ equity

Employees (full time equivalent)

Share and Per Share Data:

Net income

Book value, at year end
Tangible book value, at year end
Dividends declared

Shares outstanding (average)

Ratios:

Allowance to total loans
Return on average assets
Return on average Tier | Equity

Trust Assets Under Administration (Market Value)
as Fiduciary
as Custodian

Market Prices of Chemung Financial Corporation
Stock During Past Three Years (dollars)

1st Quarter
2nd Quarter
3rd Quarter
4th Quarter

Dividends Paid Per Common Share by Chemung
Financial Corporation During Past Three Years

January 4
April 1
July 1
October 1

FINANCIAL HIGHLIGHTS

2010 2009 % of Change
$ 34,530 $ 33,155 4.15%
1,125 2,450 -54.08%
451 785 -42.55%
-393 -2,242 -82.47%
10,497 8,089 29.77%
9,090 9,078 0.13%
37,843 39,321 -3.76%
10,102 5,233 93.04%
$ 958,327 $ 975,552 -1.77%
613,684 595,853 2.99%
9,498 9,967 -4.71%
786,359 801,063 -1.84%
97,409 90,086 8.13%
317 327 -3.06%
2.80 1.45 93.10%
26.92 24.97 7.81%
22.90 20.74 10.41%
1.00 1.00 0.00%
3,607 3,603 0.11%
1.55% 1.67%
1.02% 0.56%
12.83% 6.97%
$1,183,934 $1,163,880 1.72%
441,451 468,317 -5.74%
$1,625,385 $1,632,197 -0.42%
2010 2009 2008
19.65 — 21.40 15.00 — 22.00 24.35 - 28.25
19.90 - 21.55 17.25 - 23.00 25.50 — 28.25
20.15 — 22.00 18.75 - 21.25 22.15 — 26.30
20.50 — 24.00 19.55 - 23.00 19.55 - 25.10
2010 2009 2008
0.25 0.25 0.25
0.25 0.25 0.25
0.25 0.25 0.25
0.25 0.25 0.25
1.00 1.00 1.00

As of December 31, 2010 there were 547 registered holders of record of the Corporation’s stock. Chemung Financial Corporation common stock is

inactively traded in the over-the-counter market.

The quarterly market price ranges for the Corporation’s stock for the past three (3) years are based upon actual transactions as reported by brokerage
firms which maintain a market or conduct trades in the Corporation’s stock and other transactions known by the Corporation’s management.

Mission

The mission of Chemung Financial Corporation is to remain a strong and independent financial services organization creating
value for shareholders, customers, employees and the communities where the company does business, while maintaining the

highest standards of business ethics. Chemung Financial is a community-oriented, client-focused organization.

Vision

The vision of Chemung Financial Corporation is to be a high-performing community bank remaining true to our mission, and
to become the company of choice for customers, employees, investors and financial services companies seeking a partner.
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Ronald M. Bentley David J. Dalrymple

April 4, 2011

TO OUR SHAREHOLDERS

We are pleased to report that 2010 was a very successful
year for your company on many fronts. Our net income
of $10.1 million set a record — the best financial results in
the 177 year history of Chemung Canal Trust Company.
We continued to grow both organically and through
acquisitions and year-end assets were nearly $1 billion.
During the year, $3.5 million in dividends were declared
continuing over 100 years of uninterrupted dividend
payments. Based on our December 31st closing stock
price of $22.50, our shareholders enjoyed a 4.4% divi-
dend yield, an attractive return in today’s interest rate
environment. Our local economy began to recover from
the Great Recession and our credit quality remains
strong. In October, we announced that we entered into
an agreement to acquire Capital Bank in Albany, NY, a
strategic move that gives us a presence in one of the most
attractive and dynamic markets in New York State.

In July, the Dodd-Frank Wall Street Reform and Consumer
Protection Act, the most sweeping financial reform we
have seen in our lifetime, was signed into law. Community
banking will not be the same as a result of this legislation.
Our expansion into Albany will propel our future growth
and help us deal with the pernicious effects of the Dodd-
Frank Act. While many small community banks see
Dodd-Frank as the “last straw” and will look for a merger
partner, we have positioned ourselves to remain a viable,
successful and independent community banking organization.

Financial Results

Net income for the year was $10.1 million, an increase

of $4.9 million or 93% over 2009, and earnings per share
of $2.80 were 93% higher than last year. This significant

increase was driven primarily by four factors: (i) a $1.5
million decrease in operating expenses as last year we
incurred $1.4 million in one-time acquisition costs related
to the Canton Bancorp merger as well as a $439 thousand
FDIC special assessment; (ii) we recognized nearly $1.9
million of additional trust fee income as a result of an
earlier than anticipated settlement of an unusually large
estate; (iii) our loan loss provisioning expense was $1.325
million lower in light of improved credit quality; and (iv)
we realized our earnings accretion projections related to
the Bank of Canton acquisition.

Our return on average assets for 2010 was 1.02% and
our return on average equity was 10.64%, up from

2009 levels of .56% and 6.13%, respectively. Total loans
increased almost $18 million or 3.0% since year-end 2009
and total deposits decreased nearly $15 million or 1.8%.
With excess liquidity and soft loan demand, a strategic
decision was made to allow some higher-priced CDs to
run-off. As expected, our net interest margin declined as
it became more difficult to lower deposit costs enough to
offset the lower re-pricing of assets. Contributing to margin
compression was a lack of higher-yielding investment
opportunities in which to channel our excess deposits as we
chose not to accept the interest rate risk associated with
investing in longer-term securities. Credit quality remains
strong as the level of both classified and nonperforming
loans declined from year-earlier levels. Excluding a USDA
guarantee on one of our nonperforming loans, the ratio of
total nonperforming loans to total loans is 1.1%, a level
attesting to our strong and stable credit quality and a level
better than most of our peers.

Capital at year-end totaled $97.4 million, an increase of $7.3
million since year-end 2009, and all capital ratios remain
well in excess of those required to be considered well-
capitalized.

Growth and Acquisitions

We are excited about our pending merger with Fort Orange
Financial Corp., the holding company of Capital Bank &
Trust Company based in Albany, New York. Under the
terms of this agreement, Chemung Financial Corporation
will purchase all of the outstanding shares of Fort Orange
Financial Corp. in a stock and cash transaction valued at
$29.3 million, with Capital Bank & Trust Company being
merged into Chemung Canal Trust Company. Chemung
Financial will pay either $7.50 in cash or 0.3571 shares of
Chemung Financial common stock for each share of Fort
Orange Financial Corp.; however, the exchange ratio is
subject to downward adjustment if the common stock price
of Chemung Financial rises to more than $25.20 per share.
The merger consideration is also subject to possible
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downward adjustment based upon certain asset quality
indicators of Fort Orange Financial Corp. The aggregate
deal consideration shall be paid in 75% Chemung Financial
common stock and 25% cash. We expect this transaction
to be immediately accretive to earnings, excluding one-time
transaction costs, and consummation of the transaction

is subject to approval by bank regulatory agencies and
shareholders of both companies. The transaction is expected
to be completed in April of 2011. Following the merger, two
Fort Orange directors will join our board of directors and
a local advisory board comprised of former Fort Orange
Financial Corp. and Capital Bank directors will be formed.
We look forward to welcoming our new shareholders,
directors, employees and clients to the Chemung Canal
family.

Founded in 1995, Capital Bank has approximately $260
million in assets, including a loan portfolio approximating
$186 million and deposits of nearly $201 million, and
operates from five offices in the Capital District. While
Capital Bank will be merged into Chemung Canal Trust
Company, the branches will retain their identity as we
recognize that the Capital Bank name is a strong, recogni-
zable brand within the Albany market. This acquisition
expands our presence into one of the most attractive and
vibrant markets in New York State. Home to our state
government and over 100,000 government employees,

21 colleges and universities, leading-edge technology
companies, and with nearly a million people and thousands
of businesses in the tri-cities area of Albany, Schenectady
and Troy, this is fertile ground for Chemung Canal. We are
confident our brand of community banking will be well
received in the Capital Region, a market that has seen
dramatic turmoil and consolidation in the banking sector
over the past 25 years.

We will continue to grow our company organically,
through de novo branch expansion and by acquiring
branches, banks and businesses that complement existing
strengths and market niches. While we have been active
in the acquisition arena, rest assured we remain focused
on growing our company in our traditional markets
through better execution and the delivery of outstanding
client service.

Our Trust and Investment Management Business

As a continuous improvement process, we periodically put
our different lines of business under a more intense micro-
scope. This past year our attention turned to our trust
and investment management business. Long a hallmark of
Chemung Canal Trust Company, the financial contribution
of this line of business has declined over the years due to a
flat stock market (our revenues are directly tied to the
market value of assets under management) and rising costs.
With $1.6 billion in assets under management or

administration, we operate one of the largest and most
sophisticated trust businesses in upstate New York and
considerable resources are devoted to this function.

To bolster the contribution of this business, we are
implementing several initiatives and we are already seeing
improvement. Our entry into the Albany market will
also create new opportunities for us. Lastly, to better
communicate our primary mission of helping our clients
create, protect and transfer wealth, this business was
recently renamed the “Wealth Management Group.”

Client Satisfaction

Several years ago, we created and implemented CanalCare.
CanalCare embodies our service promise to both our
external and internal clients. The implementation of this
initiative stemmed from the strong belief that our only
sustainable competitive advantage is the quality of our
people and the service they provide. All employees are
trained in our service quality standards. Service quality
metrics are established and tracked. Job descriptions reflect
these standards. Employees are evaluated based on the
quality of service they provide. At the time, some thought
this was a “flavor of the week” initiative and would be
quickly forgotten. We could not blame them; it is common
in many organizations to roll out one initiative after another
with the typical rhetoric of ushering in major change.
Through steadfast commitment and dedication to this core
belief, there is no doubt today that CanalCare lives and
breathes at Chemung Canal — it has become a part of the
DNA and fabric of our company. In a recent client satisfac-
tion survey, 97% of respondents rated their overall level of
satisfaction with Chemung Canal as “very satisfied” or
“satisfied”, our best scores ever and placing us in the top
quartile of the 26 institutions that participated in the survey.
Good marks but not great. We are working on getting to
great. And by the way, we are thinking of calling it
“CapitalCare” in Albany.

Other Accomplishments

Throughout the year, we continued to refine and strengthen
our risk management practices, an important discipline in
today’s banking climate. We continued to turn over every
rock in search of expense reduction and revenue enhance-
ment opportunities (some rocks yielded better results than
others). We also continued to invest in the professional
growth and development of our people as we are committed
to providing our staff the knowledge, skills and tools they
need to be successful in their jobs. Our corporate citizenship
efforts continued unabated as we supported hundreds of
local philanthropic and civic organizations and our
employees volunteered thousands of hours in service to the
organizations. As it relates to our product lineup, we devel-
oped and launched a mobile banking service.



Regulatory Environment

The Dodd-Frank Act will have a profound impact on
community banks and some are folding their tent as a
result. The Act is largely a skeleton of reforms that requires
regulatory agencies to write some 240 new rules and
conduct nearly 70 studies. Last year, as Congress was
deliberating financial reform, we wrote in these pages,
“Qur legislators and government officials are now bent
on controlling and regulating our every action from
product offerings to incentive compensation programs

to overdraft and interchange fees.” The final legislative
product confirmed all of our suspicions. For many smaller
banks, Dodd-Frank is the “last straw” because they have
insufficient scale to absorb increased compliance costs.

But our chief concern is not the increase in “hard” costs
— it is the time our management team must devote to this
activity, distracting us from our main mission of profitably
growing our business. In addition to the heavy compliance
and regulatory burden, the Act will require higher capital
levels, reduce interchange revenue and institute new
executive compensation regulations and standards. All of
this translates into reduced profitability and lower industry
valuations. It is no consolation to know that we played no
role in the crisis; Chemung Canal never made a subprime
mortgage or engaged in abusive practices.

Our Board of Directors

At our annual meeting in May, two long-time directors will
retire from our board: Charles Streeter who has served for
33 years and Robert Agan who has served for 24 years.
They have served with distinction and provided keen insight
and direction on many important matters to our company.
We are grateful for their many years of service and we will
miss them in the boardroom.

Management Changes

Some long-serving senior managers are also retiring.
James Corey, Executive Vice President, will retire in March
after 23 years of service; Norm Ward, Senior Vice President,
retires in June after 40 years of service; and, Ronald Allison,
Vice President, retired at year-end also after 40 years of
service. Their longevity with our organization says a lot
about them and Chemung Canal Trust Company — all
very talented and dedicated professionals who enjoyed
their careers and wished to spend many years with our
company. In their own way, they each helped to shape the
organization we are today and we are appreciative of their
many years of service and valuable contributions to our
success. Our succession planning process anticipated their
retirements and a cadre of qualified people are ready to
assume their duties.

The past few years have been extraordinarily challenging
for our industry. We have navigated our way through a
severe economic downturn and the near collapse of our

financial system. We witnessed hundreds of bank failures
and have been subjected to intense regulatory scrutiny.
We had to deal with an onslaught of regulatory change
and sources of fee income came under assault due to new
regulations. We are proud to report that we have emerged
from this period a stronger, healthier and more competitive
company.

Upon completion of the Capital Bank merger, we will

have nearly doubled the size of our bank over the past five
years, and we did this adding little to corporate overhead.
Building our balance sheet while containing infrastructure
costs is the single best way to become a more profitable and
efficient organization. All of this did not happen by chance.
It happened because our board of directors crafted a long-
range strategic plan. It happened because an energetic and
talented management team and staff executed the plan.

It happened because shareholders invested in our company
giving us the capital resources to support this growth. In
light of the changes occurring in the banking industry, it
appears this was the right plan at the right time. Indeed,
had we not embarked on this course our future would look
very different. This is a good story and we are proud to

tell it. But much work lies ahead and with your continued
support we will continue to build a successful community
banking franchise creating value for our shareholders, clients,
employees and the communities where we do business.

Ronald M. Bentley
President and Chief Executive Officer

David ]J. Dalrymple
Chairman of the Board






