
W
Yenpvrrn NenoNar BeNconp

200s
Annual
Review



I Existing branch locations

Q Opened in 2005 and early 2006

Q Corporate headquarters and branch

Q Regional headquarters and branch

A operations center

I Planned branch locations

New York City

PENNS

Contents

Philadelphia Financial  Highl ights . . . . . .Pa9e 1

ManagementLetter.  . . . . . . . . . . .2

Enhancing Franchise Value . . . . . . . . . . . .5

Off icers . . . . . .9

Board of  Directors . . . . . .10

YNB's 10-KOverview . . . . . . . . .12

Forml0-K . . . . . . . . . .13

Shareholder
lnformat ion . . . . lnsideBackCover

Yarduille National Bancorp is a holding compa.ny providing a broad range of

lmding, dryosi.t, and other financial products and smrices. Headquartred in Mercer Cornr.ty,

New Jrsey, YNB offers i.ts uni.que style of prsonalized cornrnuni$l bankingto customers

throughout New Jrsey and Eartrn Pennsyfuania. Ow mission is to prwi.de top quality

froducts a.nd excrytional seryi.ce to customtrs, to help build a.nd suwort our corntnunities,

and to build long-trm, surtaina.ble shareholdr va.lue

by expandxng and mhancing the value of the YNB franchise.



This has been a year of significant
growth and development in YNB's
history. \n2005, we enhanced YNB's
franchise, delivered increased share-
holder value, entered new markets,
expanded our presence in estab-
lished ones, and built our organiza-
tion to support YNB's movement to
the next level. We have metthe
challenges th at accompany gromh
and will continue to follow our
strategic plan to achieve success.

fu we have grown, we have
worked diligently to maintain the
personal banking orientation that
sets YNB apart.ln both commercial
and retailbanking, we have carved
out a special niche. While smaller
institutions may offer personal
conneclions, and larger ones may
offer competitive rates and sophis-
ticated technolory, at YNB we offer
the best of both worlds, and that's
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the value proposition our customers
appreciate. We call it "Banking on a
More Personal Level."

Commercial borrowers know
and value the personal access to our
top management and decision-
makers. Retail banking customers
are often greeted by name by our
customer service representatives.
Business development officers are
recognized leaders of their commu-
nities. A core element in our strate$/
is establishing and maintaining rela-
tionships, rather than merely facili-
tating transactions, and we believe
this is the cornerstone of our success.

For banking institutions, loca-
tion is a critical fa6or, and we are
in excellent markets with tremen-
dous business opportunities. As
industry consolidation continues,
community banks like ours can gain
greater market share by serving

YNB's Executive Management Team
(Lto R): Jay G. Destribats, Chairman
of the Board; F. lQvin Tyluq President
and Chief Operating Officer; and
Patriclc M. Ilyan, Chief Executitte
Officer.

retail clients and middle-market
commercial borrowers who want
YNB's brand of personal service. ln
addition, we have made the invest-
ments in building our brand image
and in upgrading our technolory
that allow us to get our message to
new customers, to serve their
needs, and to create, retain and
extend banking relationships. All of
these aspects of our plan are
reflected in our solid financial
results.

We are pleased to report that
for the fullyear of 2005, net income
increased $2.4 million to $20.9 mil-
lion, a13.0% gain from the $18.5
million we reported in2004.
Diluted earnings per share for the
fullyear increased 105%to $1.89
when compared with the prioryear.
Despite the flattening of the yield
curve and increased competition,
YNB raised its net interest income
17.7%for 2005.|n addition, YNB
improved its 2005 tax-equivalent
net interest margin 78%to 3.05"/"
from2.83% for the prioryear.

Our growth and profitability
are based on our strenSth as a

Earnings per Share (diluted)
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business-focused lender and the
success of our dynamic retail strat-
egr, which helps support further
expansion of our profitable com-
mercial lending activities. Through
effecrive pricing of loans and
deposits in a rising interest rate
environment, we were able to
meet our goals of improving net
interest income and our net inter-
est margin. Although we function
in an increasingly competitive mar-
ketplace, YN B's relationship-based
communiry banking model of local
decision making and access to top
management allows us to grow
and thrive.

RETAIL BANI(ING EXPANSION
FUELS OUR GROWTH

To profitably fund our growing
commercial loan porttolio, three
years ago we embarked on a retail
strate$/ of expanding our footprint
and bringingthe YNB model of
banking to a lar ger marketplace.
During that time period, we have
opened eight new branches,
including four in 2005 alone, and
entered new counties as well. In
early 2006, we continued this
effort by expanding into Ocean
County and willfurther develop
our presence in Middlesex County
later this year. And, as the map on
the inside front cover of this report
indicates, in the next several years,
YNB's coverage will increase
throughout our service area.

ln addition to new branch loca-
tions, we have promoted our new
products by using exciting and
effective marketing techniques. To

Lxrcutivt Vire Presidents (Lt0 R):
Daniel J. A'Donnell, Chie.f \-egal
Officer;Timatley J" Lasclt, ChieJ
A\arket Dntelopment and Community
Relatiot'ts Afficer; Stephen F. Cannan,
{hief Ffuzancial Affker; and Stepken
R. Walker, Chiel lnfarmatian Cfficer.

promote the building of relation-
ships, we have introduced suites of
products that allow customers to
obtain free services by linking mul-
tiple accounts. We emphasize rela-
tionships in another way by having
our bankers, who themselves are
long-time local residents, act as our
business development officers in
their communities. We encourage
customers to begin banking with us
with promotional products, and
then win their additional business
and solidiff relationships through
active cross-sell efforts at each of
our branch openings. We were
pleased when the American Banker
featured our marketing program
for branch openings in their special
Communiry Bank edition last fall.

COMMERCIAL LOANS:
SUCCEEDING IN A
COMPETITIVE ENVIRONMENT

Commercial lending remains
the engine of our success. Antici-
pating that steadily increasing
competition would lead to slowing
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loan growth, we have capitalized
on our relationships by continuing
to provide the high levels of per-
sonal attention and service that
drew many of our commercial cus-
tomers to YNB in the first place.
Given market conditions, we were
pleased with our double digit
increase in total loans for 2005. Led
by commercial loans, total loans
increased 10.7%,year over year,
totaling $1.97 billion compared to
$1.78 billion at the end of 2004.
Nonperforming assets increased to
$18.6 million, or 0.63"/o of total
assets at December 31,2005, com-
pared to $'10.0 million, or 036% of
total assets at the same date in
2004, primarily the result of an
isolated single loan relationship,
which we believe is not indicative of
our overall loan quality. YNB's
allowance for loan losses at
December 31, 200 5 totaled $22.7
million, or 1.15"/o of totalloans, and
covered DLO% of totalnonper-
forming loans.



BUILDING
SHAREHOLDER VALUE

We are committed to building
value for shareholders and return-
ing capitalto our investors. Over
the past ten years, YNB has deliv-
ered more than 500o/o in total
return to shareholders, for an
approximate 20o/o annual rate of
return since YNB became a public
company. We have paida dividend
for the last49 quarters, and in
2005 alone, we paid $4.9 million in
dividends to shareholders.

Cash Dividends per Share
(in dollars)
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form the foundation for our lead-
ership in the future. All of these
additions to our strong cadre of
people further enhance our abiliry
to deliver on our plans for long-
term growth.

The new directors YNB added in
2004 andin2005 have brought
additional depth and experience to
our Board deliberations as well,
and, alongwith our long-serving
directors, have made significant
contributions to our success. We
also would like to thank two long-
serving direcrors who left our Board
at the end of 2005 , Sidney L. Hofing
and Lorraine Buklad, for their con-
tributions over many years.

We are strong believers in con-
stantly improving our capabilities
to deliver value for shareholders. ln
this spirit, we have used the Bank's
agreement with our primary regu-
lator, the Office of the Comptroller
of the Currenry (OCC), as a spring-
board to put into place many
enhancements to YNB's structure
and conftolenvironment. We have
adjusted our risk management pro-
cedures in keeping with changing
market conditions, formalized our
corporate governance structure,
and brought additional strength to
our Board and management. These
enhancements are appropriate for
an organization that has grown to
YNB's size, and position us to con-
tinue to successfully execute our
strategic plan.

BANICNG ON THE FUTURE
As we look ahead, we are confi-

dent that we will meet our chal-
lenges and follow our path to fur-
ther growth and success. Our core
business stratery is working well.

To summarize our goals for 2006,
we plan to:
. Continue growing market share
in existing markets such as Mercer
and Hunterdon
. Capture and expand market
share in our emerging markets of
Middlesex and Ocean in New
Jersey, and Bucks in Pennsylvania
. Emphasize relationships and
maintain sffong retail banking and
commercial lending growth in a
competitive banking market
. Consistently deliver top-qualiry
service to all customers, fulfilling
our promise of "Banking on a More
Personal Level"
. Maintain the highest standards of
corporate governance and compli-
ance in all areas of our business and
. Continue to maximize long-term
shareholder value in a dynamic,
growing franchise.

fu we conclude our BOth year
since YNB's founding we are proud
to remain one of the premier
banking institutions in Central New
Jersey, and we are optimistic about
our future. More than ever, your
support of our efforts and confi-
dence in the Board andmanage-
ment are greafu appreciated, and
we will continue to exert our best
efforls on your behalf.

Sincerely yours,

k,/P"rfu
U:^u'c.Destribats

Chairman of the Board

(h*n4 
?Patrick M. Ryan

Chief Executive Officer
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ENHANCING OUR STRUCTURE
TO FOSTER GROWTH

As YNB entered a new level of
our corporate development, we
further strengthened our manage-
ment and Board strucrure. Early in
7006,the Board added the title of
President to the responsibilities of
Chief Operating Officer F. l(evin
Tylus as he helps to lead our
or ganization through times of
change. Our growth story and
future prospects have also allowed
us to attract highly experienced,
forward-thinking senior executives
to further improve our organiza-
tional strucrure aqoss our business
segments. Just as important, YNB
has atrraced a number of capable
early career professionals who will



ExpandingYNB's retail and lending
segments (Lto R): Frank J. Kenny Jr.,
Chief Credit )fficu; Brian K. Gray,
Chief Retail Services and Marketing
)fficn;Joanne C. O'Donnell, Chief
Credit Administration Officer; and
John P. Samborski, Chief Lending Officer.

YNB's performance in 2005 has
demonstrated the success of our
established strategic business plan
for long-term growth. Driven by
our strength as a commercial
business lender and the ongoing
execution of YNB's dynamic retail
strates/, our resulB have been
impressive. We have proceeded
with our plans to further expand
YNB's geographic footprint to
maximize returns for shareholders
and have made the appropriate
investments in people and in the
organization to allow us to continue
doing so.

MAXIMIZING MARI(ET
PENETRATION

YNB brought "Banking on a
More Personal Level" to an extended
marketplace in 2005, with plans in
place for even more growth in
2006 and beyond. We opened new
branches, offered additional rela-
tionship products and services,
increased convenience for new and
existing customers, and structured
our organization for greater market
penetration.

We recently opened additional
branches in Morrisville, Pennsyl-
vania in neighboring Bucks Counry,
in Lawrence Township in Mercer
County, New Jersey, and our first
office in rapidly growing Ocean
County. Our retail success is not a
tacor of geography alone, however.
We are makingthe most of these
new locations with strong deposit
products, special promotions and
aggressive cross-selling, and these
efforts have borne realfruit.



Our recently opened branches
have proven immediately success-
fuI, bringing in an average of $7.9
million in deposits per branch after
just one month of operation.
Perhaps even more telling, however,
are the "cross-sell ratios" achieved
in these branches, as one in four
customers taking advantage of our
promotional offers established
additional accounts with YNB,
turnin g a " get-acquainted" oppor-
tuniry into what we believe will be
long-term customer relationships.

Total Deposits
(dollars in millions)

To further assist us in achieving
this goal of increased market share,
we enhanced our suite of product
offerings in 2005, allowing cus-
tomers to link their savings balances
to account relationships in order to
qualify for the free services and
additional benefits that our rela-
tionship accounts provide to them.
Another way to build strong and
enduring customer relationships is
to hire and retain well*nown local
bankers. Many of our branch man-
agers and business development
officers have been respected mem-
bers of their local business commu-
nities for more than 20 years. Not
only are our bankers local, but so
are our banking decisions. Special
customer requests are dealt with
promptly at our branches. Loans
are approved by lenders who know
the borrowers, their companies,
and the communities in which thev
choose to do business.

YNB officers and employees supplrt
numerlus c ommunity organi zations.
Their ffirts led to YNB being named
Corporate Philanthropist of the Year
by the Community Foundation of
New Jersey. Displayingthe award are
(Lto R): Nina D. Melker, Jeffrey
Maxison, Tracey Destribats, Michael
Griffith, and Megan T. Butcher.

To improve customer conven-
ience further, we extended our
branch and drive-up hours in 2005,
and we have enhanced the offer-
ings in our 24-hour a day,7 day a
week YNB Online. The result is a
banking organization whose cur-
rent customers, according to our
market research, overwhelmingly
say they would recommend YNB to
their friends and colleagues. ln the
local banking community, no
amount of advertising is as power-
ful as word of mouth, and in this
area, we score highly.

We have continued our com-
mitment to many communi{
endeavors - from local Little
League sponsorships to the Trenton
Area Soup l(itchen and national
efforts such as the Parkinson's
Unity Walk and Habitat for
Humanity. These earn us public
accolades as well as personal satis-
facion. Third party endorsements
of our organization are indeed
valuable, and we were extremely
gratified to be named the
"Corporate Philanthropist of the
Year" by the Community
Foundation of New Jersey. More
than 100 other companies were
nominated for this honor - many
of them much larger organizations
than YNB - so we consider this
aw ar d particularly meaningfu l.
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COAAMERCIAL LENDING AN
ONGOING STRENGTH IN A
COMPETITIVE MARI(ETPLACE

Commercial lending continues
to lead our growth, and we see
considerable opportunity in today's
market to build on that strenSth. fu
our geographic footprint grows, we

are taking advantage of our abiliry
to enhance retail and consumer
lending, as wellto further diversify
our portfolio.

The competitive and regulatory
landscapes have become more
challenging, with competition from
both larger and smaller entities as
wellas non-banks. ln response, we
have taken steps to broaden other
aspects of our lending base by
offering additional business services
and increasing our market share in
developing areas like Somerset and

Middlesex Counties. We expecl
these to be affraclive growing

commercial markets for us, and
development of those markets con-
tinues in earnest in2006.

Our business development and
expansion efforB emphasize our
"localized" approach, as we have
created market teams staffed bY a

cadre ofexperienced local lenders
and business leaders. To bringYNB's
bankers even closer to our cus-
tomers, we are placing more of our

key individuals out in the field, sup-
portingthem with efficient opera-
tions at corporate headquarters.
This optimal use of our valuable

YN B' s Business Dettelopment Team
clvers lur broad range of markets. A

few members of that team are shown
here. (Lto R): Julia Moriarty, Susan
Valentino-Paglion4 Peter J. Cahill,
Eugene C. McCarthy, and Patrick L.

Wan.

human asses is criticalto increasing
service to customers and returns to
shareholders.

TECHNOLOGY FURTHER
IMPROVES SERVICE

ln both retail and commercial
banking, 2005 saw YNB refine and

further improve upon the signifi-
cant technological upgrades that
we put into place over the last sev-
eralyears. Our internet banking
site, for example, was completely
redesigned to offer more opportu-
nities for customers to obtain
information, communicate with
YNB, and perform many of their
banking tasks from the comfort of
their homes and offices. We insti-
tuted a new Client Relationship
Management System and made all
signature card images available
electronically at the branches -

helping branch personnel serve
clients more efficiently while
offering customers more services
to expand their YNB relationships.

Whether in person, by phone,
or on the internet, YNB customers
receive the highest levels of service.

2001 2002 zoo3 2004 2005

We live in a much more com-
plex financial environrnent today
that demands increased security,
and our new loss prevention sys-
tem and automated clearing house
improvements help reduce and
prevent check and deposit fraud
and improve our risk management
caoabilities.

Loan Portfolio
(dollars in millions)
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TAICNG YNB TO THE
NEXT LEVEL

We have a clear-cut, viable
strategic business plan for continued
groMh and profitabiliry. By
expandingYNB's footprint in the
marketplace further, we lead with
our strength in building and main-
taining personal relationships,
offering our customers competitive
rates, outstanding products, effi-
cient delivery, state-of-the-art tech-
nology and incomparable service as
we do so. We have atcrated and
retained experienced personnel
who know their markets to lead
our efforts in the field, and we are
supportingthem with a lean but
robust organization.

fu we look to the rest of 2006
and beyond, we plan to open several
additional Board-approved branch
locations. A branch in West
Windsor in the center of Mercer
Counry and one in Readington,
Hunterdon County are both moving
ahead, and will add further to our
strong and growing presence. We
are also proceeding with plans for
another Hunterdon branch in
Ringoes, and for several branches in
Middlesex County, including
Cranbury, Monroe and New
Brunswick. We are also exploring
opportunities in Lower Makefield,
Bucks Counry. These are all afrrac-
tive extensions to markets where
YNB's brand of personal banking is
garnering strong deposits and
loans.

}tterseeing Y N B's p Lty sk al exp ansion:
Frank Durand lll, Bank
Administration and Security (L) and
Frank J. Fuzo, Facilities Planning.

New branches, contiguous new
markets, strengthened business
development and management
structure, innovative products and
technologr - all of these, added to
our established reputation for per-
sonal service and community com-
mitment, will accelerate YNB's
continued development into one of
the area's premier supercommunity
banks. We firmly believe the ulti-
mate result will be satisfied cus-
tomers, loyal employees, and
enhanced shareholder value now
and in the future.


