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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

x Quarterly Report Pursuant To Section 13 or 15(d) of the Securities Exchange Act of 1934

For the quarterly period ended June 30, 2013

OR

o Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the transition period from                to              

Commission File No. 000-55005

Sunnyside Bancorp, Inc.
(Exact name of registrant as specified in its charter)

Maryland 46-3001280
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification Number)
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56 Main Street, Irvington, New York 10533
(Address of Principal Executive Offices) Zip Code

 (914) 591-8000

(Registrant�s telephone number)

N/A

(Former name or former address, if changed since last report)

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 requirements for the past 90 days.  YES o  NO x

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 during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).  YES o  NO x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated 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. 
(Check one)

Large accelerated filer o Accelerated filer o
Non-accelerated filer o Smaller reporting company x

(Do not check if smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  YES o  NO x

As of August 9, 2013, 793,500 shares of the Registrant�s common stock, par value $0.01 per share, were issued and outstanding.
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EXPLANATORY NOTE

Sunnyside Bancorp, Inc., a Maryland corporation (the �Company� or the �Registrant�), was formed on March 14, 2013 to serve as the savings and
loan holding company for Sunnyside Federal Savings and Loan Association of Irvington (the �Association�) as part of the Association�s
mutual-to-stock conversion.  The conversion was completed on July 15, 2013. As of June 30, 2013, the conversion had not been completed and,
as of that date, the Registrant had no assets or liabilities, and had not conducted any business other than that of an organizational nature. 
Accordingly, financial and other information of the Association is included in this Quarterly Report.

1
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Part I. � Financial Information

Item 1. Financial Statements

SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

CONDENSED STATEMENTS OF FINANCIAL CONDITION

June 30, December 31,
2013 2012

Assets

Cash and cash equivalents:
Cash and due from banks $ 9,908,233 $ 5,434,472
Securities held to maturity, net 7,456,644 10,181,377
Securities available for sale 37,872,884 33,217,266
Loans receivable, net 39,493,879 39,905,318
Premises and equipment, net 1,559,580 1,615,410
Federal Home Loan Bank of New York and other stock, at cost 222,420 201,120
Accrued interest receivable 303,054 280,199
Cash surrender value of life insurance 1,977,000 1,944,934
Deferred income taxes 655,484 422,827
Other assets 864,173 851,680

Total Assets $ 100,313,351 $ 94,054,603

Liabilities and Equity

Liabilities:
Deposits $ 82,376,894 $ 86,185,677
Advances from borrowers for taxes and insurance 502,181 706,036
Other liabilities 11,524,407 948,885

Total Liabilities 94,403,482 87,840,598

Commitments and contingencies � �

Equity:
Retained earnings 6,737,524 6,705,732
Accumulated other comprehensive (loss), net of tax (827,655) (491,727)

Total Equity 5,909,869 6,214,005

Total Liabilities and Equity $ 100,313,351 $ 94,054,603

The accompanying notes are an integral part of these financial statements.
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SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

CONDENSED STATEMENTS OF OPERATIONS

Three Months Ended
June 30,

2013 2012

Interest and dividend income:
Loans $ 482,202 $ 530,127
Investment securities 32,311 19,474
Mortgage-backed securities 133,471 162,241
Federal funds sold and other earning assets 724 3,946

Total interest and dividend income 648,708 715,788

Interest expense on deposits 145,236 175,836
Borrowings � �

Total interest expense 145,236 175,836

Net interest income 503,472 539,952

Provision for loan losses 9,500 �

Net interest income after provision for loan losses 493,972 539,952

Non-interest income:
Fees and service charges 29,839 35,900
Net gain on sale of securities 88,058 �
Income on bank owned life insurance 16,127 22,786

Total non-interest income 134,024 58,686

Non-Interest Expense:
Compensation and benefits 296,423 319,260
Occupancy and equipment, net 99,133 132,962
Data processing service fees 39,331 26,826
Professional fees 56,325 45,177
Federal deposit insurance premiums 16,425 14,500
Advertising and promotion 22,964 24,345
Other 44,651 45,866

Total non-interest expense 575,252 608,936

Income (loss) before income taxes 52,744 (10,298)

Income tax expense (benefit) 2,549 (17,800)

Net income $ 50,195 $ 7,502

The accompanying notes are an integral part of these financial statements.
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SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

CONDENSED STATEMENTS OF OPERATIONS

Six Months Ended
June 30,

2013 2012

Interest and dividend income:
Loans $ 987,301 $ 1,060,735
Investment securities 66,074 53,691
Mortgage-backed securities 275,906 306,865
Federal funds sold and other earning assets 2,349 12,150

Total interest and dividend income 1,331,630 1,433,441

Interest expense on deposits 296,813 339,953
Borrowings 35 �

Total interest expense 296,848 339,953

Net interest income 1,034,782 1,093,488

Provision for loan losses 9,500 �

Net interest income after provision for loan losses 1,025,282 1,093,488

Non-interest income:
Fees and service charges 52,072 73,165
Net gain on sale of securities 92,645 3,320
Income on bank owned life insurance 32,066 35,195

Total non-interest income 176,783 111,680

Non-Interest Expense:
Compensation and benefits 639,633 650,590
Occupancy and equipment, net 200,054 247,373
Data processing service fees 79,629 78,922
Professional fees 102,066 104,619
Federal deposit insurance premiums 32,850 33,805
Advertising and promotion 33,289 40,473
Other 87,652 101,041

Total non-interest expense 1,175,173 1,256,823

Income (loss) before income taxes 26,892 (51,655)

Income tax expense (benefit) (4,900) (29,000)

Net income (loss) $ 31,792 $ (22,655)

The accompanying notes are an integral part of these financial statements.
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SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Three Months Ended
June 30,

2013 2012

Net income $ 50,195 $ 7,502

Other comprehensive income (loss), before tax:
Defined benefit pension plans � (322)

Unrealized gains (losses) on securities available for sale:
Unrealized holding gains (losses) arising during the period (402,274) 143,097
Reclassification adjustment for (gains) losses included in operations (468) �

Other comprehensive income (loss), before tax (402,742) 143,097

Income tax expense (benefit) related to items of other comprehensive income (171,689) 61,321

Other comprehensive income (loss), net of tax (231,053) 81,776

Comprehensive income (loss) $ (180,858) $ 89,278

5
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SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Six Months Ended
June 30,

2013 2012

Net income (loss) $ 31,792 $ (22,655)

Other comprehensive income (loss), before tax:
Defined benefit pension plans 22,869 �

Unrealized gains on securities available for sale:
Unrealized holding gains (losses) arising during the period (563,531) 97,254
Reclassification adjustment for (gains) losses included in operations (5,054) (2,752)

Other comprehensive income (loss), before tax (545,716) 94,502

Income tax expense (benefit) related to items of other comprehensive income (209,788) 41,188

Other comprehensive income (loss), net of tax (335,928) 53,314

Comprehensive income (loss) $ (304,136) $ 30,659

6
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SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

CONDESNED STATEMENT OF CHANGES IN EQUITY

Accumulated
Other

Retained Comprehensive Total
Earnings Income (Loss) Equity

Balance at December 31, 2012 $ 6,705,732 $ (491,727) $ 6,214,005

Net Income for the six months ended June 30, 2013 31,792 � 31,792

Other comprehensive income (loss), net of tax � (335,928) (335,928)

Balance at June 30, 2013 $ 6,737,524 $ (827,655) $ 5,909,869

7
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SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

CONDENSED STATEMENTS OF CASH FLOWS

Six Months Ended
June 30,

2013 2012

Cash flows from operating activities:
Net income (loss) $ 31,792 $ (22,655)
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:
Depreciation expense 65,402 64,772
Amortization of premiums and accretion of discounts, net 179,138 124,643
Amortization of deferred loan fees and costs, net 5,559 (11,381)
Net gain on sales of securities (92,645) (3,320)
Provision for loan losses 9,500 �
Increase in accrued interest receivable (22,855) (18,256)
Increase in cash surrender value of life insurance (32,066) (35,195)
Net (increase) decrease in other assets (35,362) 146,743
Net increase (decrease) in other liabilities 12,184 (183,103)

Net cash (used in) provided by operating activities 120,647 62,248

Cash flows from investing activities:
Purchases of securities available for sale (13,720,570) (21,945,332)
Repayments and maturities of securities held to maturity 1,391,892 2,478,547
Repayments and maturities of securities available for sale 6,054,925 7,613,830
Proceeds from sales of securities held to maturity 1,421,592 27,606
Proceeds from sales of securities available for sale 2,266,198 1,186,359
Loans purchased (2,235,964) �
Loan originations, net of principal repayments 2,632,344 127,597
Purchases of bank premises and equiment (9,572) (8,144)
(Purchase) redemption of FHLB stock (21,300) 17,100

Net cash provided by (used in) investing activities (2,220,455) (10,502,437)

Cash flows from financing activities:
Net increase (decrease) in deposits (3,808,783) 607,156
Net (decrease) increase in advances from borrowers for taxes and insurance (203,855) (178,852)
Net increase in escrow for stock conversion 10,586,207 �

Net cash (used in) provided by financing activities 6,573,569 428,304

Net decrease in cash and cash equivalents 4,473,761 (10,011,885)

Cash and cash equivalents at beginning of year 5,434,472 14,260,550

Cash and cash equivalents at end of year $ 9,908,233 $ 4,248,665

Supplemental Information:

Cash paid for:
Interest $ 293,686 $ 339,782
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Income taxes (refunds received), net $ � $ 15,590

8

Edgar Filing: Sunnyside Bancorp, Inc. - Form 10-Q

16



Table of Contents

SUNNYSIDE FEDERAL SAVINGS AND LOAN ASSOCIATION OF IRVINGTON

FORM 10-Q

Notes to Condensed Financial Statements

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business

Sunnyside Federal Savings and Loan Association of Irvington is a community-oriented savings institution whose primary business is accepting
deposits from customers within its market area (Westchester County, New York) and investing those funds in mortgage loans secured by
one-to-four family residences and in mortgage-backed and other securities. To a significantly lesser extent, funds are invested in multi-family
and commercial mortgage loans, commercial loans, and consumer loans. Customer deposits are insured up to applicable limits by the Federal
Deposit Insurance Corporation. As a federally-chartered savings association, the Association�s primary regulator is the Office of the Controller of
the Currency (the �OCC�).

Basis of Financial Statement Presentation

The financial statements of the Association have been prepared in conformity with accounting principles generally accepted in the United States
of America.  In preparing the financial statements, management is required to make estimates and assumptions that affect the reported amounts
of assets and liabilities as of the date of the statement of financial condition and revenues and expenses for the period then ended.  Actual results
could differ significantly from those estimates.

A material estimate that is particularly susceptible to significant change relates to the determination of the allowance for loan losses. 
Management believes that the allowance for loan losses is adequate.  While management uses available information to recognize losses on loans,
future additions to the allowance for loan losses may be necessary based on changes in economic conditions in the Association�s market area.

In addition, various regulatory agencies, as an integral part of their examination process, periodically review the Association�s allowance for loan
losses.  Such agencies may require the Association to recognize additions to the allowance based on their judgments about information available
to them at the time of their examination.

Cash and Cash Equivalents
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For purposes of reporting cash flows, the Association considers all cash and amounts due from depository institutions and interest-bearing
deposits in other depository institutions with original maturities of three months or less to be cash equivalents.

Investment and Mortgage-Backed Securities

Securities that the Association has the positive intent and ability to hold to maturity are classified as held-to-maturity securities and reported at
amortized cost.  Securities classified as available-for-sale securities are reported at fair value, with unrealized holding gains or losses reported in
a separate component of retained earnings.  As of June 30, 2013 and December 31, 2012, the Association had no securities classified as held for
trading.

The Association conducts a periodic review and evaluation of the securities portfolio to determine if a decline in the fair value of any security
below its cost basis is other-than-temporary.  The evaluation of other-than-temporary impairment considers the duration and severity of the
impairment, the Association�s intent and ability to hold the securities and assessments of the reason for the decline in value and the likelihood of
a near-term recovery.  If such a decline is deemed other-than-temporary, the security is written down to a new cost basis and the resulting loss is
charged to income as a component of non-interest expense.

Premiums and discounts on securities are amortized by use of the level-yield method, over the life of the individual securities.  Gain or loss on
sales of securities is based upon the specific identification method.

9
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Loans Receivable

Loans receivable are stated at unpaid principal balances less the allowance for loan losses and net deferred loan fees.

Recognition of interest on the accrual method is generally discontinued when interest or principal payments are ninety days or more in arrears,
or when other factors indicate that the collection of such amounts is doubtful.  At that time, a loan is placed on a nonaccrual status, and all
previously accrued and uncollected interest is reversed against interest income in the current period.  Interest on such loans, if appropriate, is
recognized as income when payments are received.  A loan is returned to an accrual status when factors indicating doubtful collectibility no
longer exist.

Allowance for Loan Losses

An allowance for loan losses is maintained at a level, to the best of management�s knowledge, to cover all known and inherent losses in the
portfolio that are both probable and reasonable to estimate.  Management of the Association, in determining the provision for loan losses
considers the risks inherent in its loan portfolio and changes in the nature and volume of its loan activities, along with the general economic and
real estate market conditions.  The Association utilizes a two tier approach: (1) identification of problem loans and establishment of specific loss
allowances on such loans; and (2) establishment of general valuation allowances on the remainder of its loan portfolio.  The Association
maintains a loan review system which allows for a periodic review of its loan portfolio and the early identification of potential problem loans. 
Such system takes into consideration, among other things, delinquency status, size of loans, type of collateral, and financial condition of the
borrowers.  Specific loan losses are established for identified loans based on a review of such information and appraisals of the underlying
collateral.  General loan losses are based upon a combination of factors including, but not limited to, actual loan loss experience, composition of
the loan portfolio, current economic conditions, and management�s judgment.  Although management believes that adequate specific and general
loan loss allowances are established, actual losses are dependent upon future events and, as such, further additions to the level of specific and
general loan loss allowances may be necessary.

A loan evaluated for impairment is deemed to be impaired when, based on current information and events, it is probable that the Association will
be unable to collect all amounts due according to the contractual terms of the loan agreement.  An insignificant payment delay, which is defined
as up to ninety days by the Association, will not cause a loan to be classified as impaired.  A loan is not impaired during a period of delay in
payment if the Association expects to collect all amounts due, including interest accrued at the contractual interest rate for the period of delay. 
The amount of loan impairment is measured based on the present value of expected future cash flows discounted at the loan�s effective interest
rate or, as a practical expedient, at the loan�s observable market price or the fair value of the collateral if the loan is collateral dependent. All
loans identified as impaired are evaluated independently.  The Association does not aggregate such loans for evaluation purposes.  Payments
received on impaired loans are applied first to accrued interest receivable and then to principal.

Federal Home Loan Bank of New York stock

As a member of the Federal Home Loan Bank of New York (�FHLB�), the Association is required to acquire and hold shares of FHLB Class B
stock.  The holding requirement varies based on the Association�s activities, primarily its outstanding borrowings, with the FHLB.  The
investment in FHLB stock is carried at cost.  The Association conducts a periodic review and evaluation of its FHLB stock to determine if any
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impairment exists.

Premises and Equipment

Premises and equipment are comprised of land, building, and furniture, fixtures, and equipment, at cost, less accumulated depreciation. 
Depreciation charges are computed on the straight-line method over the following estimated useful lives:

Building and improvements 5 to 40 years
Furniture, fixtures and equipment 2 to 10 years

10
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Bank-Owned Life Insurance

Bank-owned life insurance (�BOLI�) is accounted for in accordance with FASB guidance.  The cash surrender value of BOLI is recorded on the
statement of financial condition as an asset and the change in the cash surrender value is recorded as non-interest income.  The amount by which
any death benefits received exceeds a policy�s cash surrender value is recorded in non-interest income at the time of receipt.  A liability is also
recorded on the statement of financial condition for postretirement death benefits provided by the split-dollar endorsement policy.  A
corresponding expense is recorded in non-interest expense for the accrual of benefits over the period during which employees provide services to
earn the benefits.

Income Taxes

Federal and state income taxes have been provided on the basis of reported income.  The amounts reflected on the tax return differ from these
provisions due principally to temporary differences in the reporting of certain items for financial reporting and income tax reporting purposes. 
The tax effect of these temporary differences is accounted as deferred taxes applicable to future periods.  Deferred income tax expense or benefit
is determined by recognizing deferred tax assets and liabilities for the estimated future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases.  Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled.  The effect on deferred tax assets and liabilities of a change in tax rates is recognized in earnings in the period that includes
the enactment date.  The realization of deferred tax assets is assessed and a valuation allowance provided, when necessary, for that portion of the
asset which is not likely to be realized.

Defined Benefit Plans

The accounting guidance related to retirement benefits requires an employer to: (a) recognize in its statement of financial position an asset for a
plan�s overfunded status or a liability for a plan�s underfunded status; (b) measure a plan�s assets and its obligations that determine its funded
status as of the end of the employer�s fiscal year; and (c) recognize, in comprehensive income, changes in the funded status of a defined benefit
postretirement plan in the year in which the changes occur. The accounting guidance requires that plan assets and benefit obligations be
measured as of the date of the employer�s fiscal year-end statement of financial condition.

Comprehensive Income

Accounting principles generally require that recognized revenue, expenses, gains and losses be included in net income.  Although certain
changes in assets and liabilities, such as unrealized gains and losses on available-for-sale securities, and the actuarial gains and losses of the
pension plan, are reported as a separate component of the equity section of the balance sheet, such items, along with net income, are components
of comprehensive income.

Concentration of Credit Risk and Interest-Rate Risk
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Financial instruments which potentially subject the Association to concentrations of credit risk consist of cash and cash equivalents, investment
and mortgage-backed securities and loans.  Cash and cash equivalents include amounts placed with highly rated financial institutions. 
Investment securities include securities backed by the U.S.  Government and other highly rated instruments.  The Association�s lending activity is
primarily concentrated in loans collateralized by real estate in the State of New York.  As a result, credit risk is broadly dependent on the real
estate market and general economic conditions in the State.

The Association is principally engaged in the business of attracting deposits from the general public and using these deposits, together with
borrowings and other funds, to make loans secured by real estate in the State of New York. The potential for interest-rate risk exists as a result of
the shorter duration of the Association�s interest-sensitive liabilities compared to the generally longer duration of interest-sensitive assets.  In a
rising rate environment, liabilities will reprice faster than assets, thereby reducing net interest income.  For this reason, management regularly
monitors the maturity structure of the Association�s assets and liabilities in order to measure its level of interest-rate risk and to plan for future
volatility.

11
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Advertising Costs

It is the Association�s policy to expense advertising costs in the period in which they are incurred.

Subsequent Events

The Association has evaluated all events subsequent to the balance sheet date of June 30, 2013, through the date of this report, and has
determined that there are no subsequent events that require disclosure under FASB guidance other than as disclosed in note 6.

2.  SECURITIES

June 30, 2013
Amortized Gross Unrealized Fair

Cost Gains Losses Value

Securities held to maturity:
State, county, and municipal obligations $ 994,550 $ 23,688 $ � $ 1,018,238
Mortgage-backed securities 6,462,094 266,353 � 6,728,447

$ 7,456,644 $ 290,041 $ � $ 7,746,685

Securities available for sale:
U.S. government and agency obligations $ 8,090,609 $ 30,752 $ 81,709 $ 8,039,652
Mortgage-backed securities 30,019,225 132,658 318,651 29,833,232

$ 38,109,834 $ 163,410 $ 400,360 $ 37,872,884

December 31, 2012
Amortized Gross Unrealized Fair

Cost Gains Losses Value

Securities held to maturity:
State, county, and municipal obligations $ 995,080 $ 41,006 $ � $ 1,036,086
Mortgage-backed securities 9,186,297 431,852 � 9,618,149

$ 10,181,377 $ 472,858 $ � $ 10,654,235

Securities available for sale:
U.S. government and agency obligations $ 7,615,524 $ 44,490 $ 3,673 $ 7,656,341
Mortgage-backed securities 25,270,107 342,893 52,075 25,560,925

$ 32,885,631 $ 387,383 $ 55,748 $ 33,217,266
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Mortgage-backed securities consist of securities guaranteed by Ginnie Mae, Fannie Mae, Freddie Mac, and the Small Business Administration
with amortized costs of $7.8 million, $11.2  million, $9.5 million, and $7.9 million, respectively, at June 30, 2013 ($8.9 million, $9.1 million,
$9.6 million, and $6.8 million, respectively, at December 31, 2012).

Proceeds from the sale of securities held to maturity amounted to $1,421,592 and $0 for the three months ended June 30, 2013 and 2012,
respectively. Net gains of $87,591 and $0 were recognized on those sales for the three months ended, June 30, 2013 and 2012, respectively. The
sale of the securities occurred after the Association had already collected a substantial portion (at least 85%) of the principal outstanding due to
prepayments on the debt securities.

Proceeds from the sale of securities available for sale amounted to $147,244 and $0 for the three months ended June 30, 2013 and 2012,
respectively. Net gains of $468 and $0 were recognized on those sales for the three months ended June 30, 2013 and 2012, respectively.

12
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Proceeds from the sale of securities available for sale amounted to $2,266,198 and $1,186,359 for the six months ended June 30, 2013 and 2012,
respectively. Net gains of $5,054 and $2,752 were recognized on those sales for the six months ended, June 30, 2013 and 2012, respectively.

Proceeds from the sale of securities held to maturity amounted to $1,421,592 and $27,606 for the six months June 30, 2013 and 2012,
respectively. Net gains of $87,591 and $568 were recognized on these sales during the six months ended June 30, 2013 and 2012, respectively.
The sale of the securities occurred after the Association had already collected a substantial portion (at least 85%) of the principal outstanding at
acquisition due to prepayments on the debt securities.

The following is a summary of the amortized cost and fair value of securities at June 30, 2013 and December 31, 2012, by remaining period to
contractual maturity.  Actual maturities may differ from these amounts because certain debt security issuers have the right to call or redeem their
obligations prior to contractual maturity. In addition, mortgage backed securities that amortize monthly are listed in the period the security is
legally set to pay off in full.

June 30, 2013
Held to Maturity Available for Sale

Amortized Fair Amortized Fair
Cost Value Cost Value

Within one year $ 505,000 $ 505,343 $ 506,543 $ 508,107
After one to five years 110,122 118,354 3,086,198 3,115,213
After five to ten years 379,427 394,541 12,300,645 12,181,142
After ten years 6,462,095 6,728,447 22,216,448 22,068,422

$ 7,456,644 $ 7,746,685 $ 38,109,834 $ 37,872,884

December 31, 2012
Held to Maturity Available for Sale

Amortized Fair Amortized Fair
Cost Value Cost Value

Within one year $ 505,547 $ 514,479 $ � $ �
After one to five years 110,149 120,158 3,615,413 3,658,930
After five to ten years 379,384 401,449 10,030,617 10,143,302
After ten years 9,186,297 9,618,149 19,239,601 19,415,034

$ 10,181,377 $ 10,654,235 $ 32,885,631 $ 33,217,266

The following tables summarize the fair values and unrealized losses of securities with an unrealized loss at June 30, 2013 and December 31,
2012, segregated between securities that have been in an unrealized loss position for less than one year, or one year or longer, at the respective
dates.

June 30, 2013
Under One Year One Year or More

Gross Gross
Fair Unrealized Fair Unrealized
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Value Loss Value Loss

Securities available for sale:
U.S. government and agency obligations $ 2,914,789 $ 81,709 $ � $ �
Mortgage-backed securities 17,733,985 318,651 � �

$ 20,648,774 $ 400,360 $ � $ �
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December 31, 2012
Under One Year One Year or More

Gross Gross
Fair Unrealized Fair Unrealized
Value Loss Value Loss

Securities available for sale:
U.S. government and agency obligations $ 2,998,777 $ 3,673 $ � $ �
Mortgage-backed securities 4,631,503 52,075 � �

$ 7,630,280 $ 55,748 $ � $ �

The unrealized losses are primarily due to changes in market interest rates subsequent to purchase. At June 30, 2013, a total of 23 securities were
in an unrealized loss position (8 at December 31, 2012).  The Association generally purchases securities issued by Government Sponsored
Enterprises (GSE). Accordingly, it is expected that the GSE securities would not be settled at a price less than the Association�s amortized cost
basis. The Association does not consider these investments to be other-than-temporarily impaired at June 30, 2013 and December 31, 2012 since
the decline in market value is attributable to changes in interest rates and not credit quality and the Association has the intent and ability to hold
these investments until there is a full recovery of the unrealized loss, which may be at maturity.

3.  LOANS RECEIVABLE, NET

June 30, December 31,
2013 2012

Mortgage loans:
Residential 1-4 family $ 34,439,561 $ 34,702,030
Commercial and multi-family 4,048,044 4,176,118
Home equity lines of credit 687,622 701,153

39,175,227 39,579,301

Other loans:
Commercial 500,000 500,000
Secured by savings accounts 57,830 71,119

557,830 571,119

Total loans 39,733,057 40,150,420

Less:
Deferred loan fees (costs), net (85,967) (69,388)
Allowance for loan losses 325,145 314,490

239,178 245,102

$ 39,493,879 $ 39,905,318

In the ordinary course of business, the Association makes loans to its directors, executive officers, and their associates (related parties) on the
same terms as those prevailing at the time of origination for comparable loans with other borrowers.  The unpaid principal balances of related
party loans were approximately $277,000 and $292,000 at June 30, 2013 and December 31, 2012, respectively.
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As of June 30, 2013 and December 31, 2012 impaired loans or loans on non-accrual status (and 90 days or more delinquent) totaled $369,364
and $0 respectively.  As of June 30, 2013 and December 31, 2012, Residential 1-4 family loans, totaling $0 and $245,733, were 30-59 days
delinquent. There were no other delinquent loans as of June 30, 2013 and December 31, 2012.

The total amount of interest income on non-accrual loans that would have been recognized if interest on all such loans had been recorded based
upon original contract terms amounted to approximately $8,000 for the three and six months ended June 30, 2013. There were no loans on
non-accrual status during the three and six months ended June 30, 2012.

The allowance for loan losses consists of specific, general and unallocated components. The specific component relates to loans that are
classified as impaired. For loans that are classified as impaired, an allowance is established when the discounted cash flows (or collateral value
or observable market price) of the impaired loan is lower than the carrying value of that loan. There are no specific allowances as of June 30,
2013 and December 31, 2012. The general component covers pools of loans by loan class not considered impaired, as well as smaller balance
homogeneous loans, such as one-to-four family real estate, home equity lines of credit and other consumer loans.  These pools of loans are
evaluated for loss exposure based upon historical loss rates for each of these categories of loans, adjusted for qualitative factors.  These
qualitative risk factors include:

1. Lending policies and procedures, including underwriting standards and collection, charge-off, and recovery practices.

2. National, regional, and local economic and business conditions including the value of underlying collateral for collateral dependent
loans.

3.     Nature and volume of the portfolio and terms of loans.

4. Experience, ability, and depth of lending management and staff and the quality of the Association�s loan review system.

5.     Volume and severity of past due, classified and nonaccrual loans.

6.     Existence and effect of any concentrations of credit and changes in the level of such concentrations.

7. Effect of external factors, such as competition and legal and regulatory requirements.

Edgar Filing: Sunnyside Bancorp, Inc. - Form 10-Q

29



Each factor is assigned a value to reflect improving, stable or declining conditions based on management�s best judgment using relevant
information available at the time of the evaluation. Adjustments to the factors are supported through documentation of changes in conditions in a
narrative accompanying the allowance for loan loss calculation.

An unallocated component is maintained to cover uncertainties that could affect management�s estimate of probable losses. The unallocated
component of the allowance reflects the margin of imprecision inherent in the underlying assumptions used in the methodologies for estimating
specific and general losses in the portfolio.

The allowance calculation methodology includes further segregation of loan classes into risk rating categories. The borrower�s overall financial
condition, repayment sources, guarantors and value of collateral, if appropriate, are evaluated when credit deficiencies arise, such as delinquent
loan payments. Credit quality risk ratings include regulatory classifications of pass, special mention, substandard, doubtful and loss.

Loan classifications are defined as follows:

• Pass � These loans are well protected by the current net worth and paying capacity of the obligor (or guarantors, if any) or by the fair
value, less cost to acquire and sell, of any underlying collateral in a timely manner.

• Special Mention � These loans have potential weaknesses that deserve management�s close attention. If left uncorrected, these
potential weaknesses may result in deterioration of repayment prospects.
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• Substandard � These loans are inadequately protected by the current net worth and paying capacity of the obligor or by the collateral
pledged, if any. Assets so classified must have a well-defined weakness, or weaknesses that jeopardize the liquidation of the debt. They are
characterized by the distinct possibility that the Association will sustain some loss if the deficiencies are not corrected.

• Doubtful � These loans have all the weaknesses inherent in a loan classified substandard with the added characteristic that the
weaknesses make the full recovery of our principal balance highly questionable and improbable on the basis of currently known facts,
conditions, and values. The likelihood of a loss on an asset or portion of an asset classified as doubtful is high. Its classification as Loss is not
appropriate, however, because pending events are expected to materially affect the amount of loss.

• Loss � These loans are considered uncollectible and of such little value that a charge-off is warranted. This classification does not
necessarily mean that an asset has no recovery or salvage value; but rather, there is much doubt about whether, how much, or when the recovery
will occur.

One of the primary methods the Association uses as an indicator of the credit quality of their portfolio is the regulatory classification system. 
The following table reflects the credit quality indicators by portfolio segment and class, at the dates indicated:

June 30, 2013
Mortgage Loans
Commercial

Residential and Home Equity
1-4 Family Multi-Family LOC Other Total

(In thousands)

Pass $ 34,070 $ 3,202 $ 688 $ 558 $ 38,518
Special Mention 82 846 � � 928
Substandard 287 � � � 287

Total $ 34,439 $ 4,048 $ 688 $ 558 $ 39,733

December 31, 2012
Mortgage Loans
Commercial

Residential and Home Equity
1-4 Family Multi-Family LOC Other Total

(In thousands)

Pass $ 34,292 $ 2,491 $ 701 $ 571 $ 38,055
Special Mention 289 1,685 � � 1,974
Substandard 121 � � � 121

Total $ 34,702 $ 4,176 $ 701 $ 571 $ 40,150
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The following tables present the activity in the allowance for loan losses by loan type for the periods indicated:

Three Months Ended
June 30, 2013

Mortgage Loans
Commercial

Residential and Home Equity
1-4 Family Multi-Family LOC Other Unallocated Total

(In thousands)

Beginning balance $ 301 $ 8 $ 5 $ 2 $ � $ 316
Provision for loan losses (10) 16 1 2 � 9
Recoveries � � � � � �

Ending Balance $ 291 $ 24 $ 6 $ 4 $ � $ 325

Three Months Ended
June 30, 2012

Mortgage Loans
Commercial

Residential and Home Equity
1-4 Family Multi-Family LOC Other Unallocated Total

(In thousands)

Beginning balance $ 94 $ 49 $ 5 $ 3 $ 162 $ 313
Provision for loan losses 34 10 � � (44) �
Recoveries � � � 1 � 1

Ending Balance $ 128 $ 59 $ 5 $ 4 $ 118 $ 314

Six Months Ended
June 30, 2013

Mortgage Loans
Commercial

Residential and Home Equity
1-4 Family Multi-Family LOC Other Unallocated Total

(In thousands)

Beginning balance $ 128 $ 59 $ 5 $ 4 $ 118 $ 314
Provision for loan losses 163 (35) 1 (2) (118) 9
Recoveries � � � 2 � 2

Ending Balance $ 291 $ 24 $ 6 $ 4 $ � $ 325
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Six Months Ended
June 30, 2012

Mortgage Loans
Commercial

Residential and Home Equity
1-4 Family Multi-Family LOC Other Unallocated Total

(In thousands)

Beginning balance $ 94 $ 49 $ 5 $ 3 $ 162 $ 313
Provision for loan losses 34 10 � � (44) �
Recoveries � � � 1 � 1

Ending Balance $ 128 $ 59 $ 5 $ 4 $ 118 $ 314

4.  ACCUMULATED OTHER COMPREHENSIVE LOSS

The components of accumulated other comprehensive loss included in equity are as follows:

June 30, December 31,
2013 2012

Unrealized net loss on pension plan $ (1,124,177) $ (1,147,046)
Unrealized gain (loss) on securities available for sale (236,950) 331,635

Accumulated other comprehensive loss before taxes (1,361,127) (815,411)

Tax effect 533,472 323,684

Accumulated other comprehensive loss $ (827,655) $ (491,727)

5.  FAIR VALUE MEASUREMENTS AND DISCLOSURES

A.  Fair Value Measurements

The Accounting Standards Codification (�ASC�) Topic 820, �Fair Value Measurements and Disclosures,� defines fair value, establishes a
framework for measuring fair value and expands disclosures about fair value measurements. ASC Topic 820 applies only to fair value
measurements already required or permitted by other accounting standards and does not impose requirements for additional fair value measures.
ASC Topic 820 was issued to increase consistency and comparability in reporting fair values.

The Association uses fair value measurements to record fair value adjustments to certain assets and to determine fair value disclosures. The
Association did not have any liabilities that were measured at fair value at June 30, 2013 and December 31, 2012. Securities available-for-sale
are recorded at fair value on a recurring basis. Additionally, from time to time, the Association may be required to record at fair value other
assets or liabilities on a non-recurring basis, such as foreclosed real estate owned and certain impaired loans. These non-recurring fair value
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adjustments generally involve the write-down of individual assets due to impairment losses.

In accordance with ASC Topic 820, the Association groups its assets at fair value in three levels, based on the markets in which the assets are
traded and the reliability of the assumptions used to determine fair value. These levels are:

•     Level 1 � Valuation is based upon quoted prices for identical instruments traded in active markets.
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A.  Fair Value Measurements (Cont�d)

• Level 2 � Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active and model-based valuation techniques for which all significant assumptions are observable in the
market.

• Level 3 � Valuation is generated from model-based techniques that use significant assumptions not observable in the market. These
unobservable assumptions reflect the Association�s own estimates of assumptions that market participants would use in pricing the asset or
liability. Valuation techniques include the use of option pricing models, discounted cash flow models and similar techniques. The results cannot
be determined with precision and may not be realized in an actual sale or immediate settlement of the asset or liability.

The Association bases its fair values on the price that would be received to sell an asset in an orderly transaction between market participants at
the measurement date. ASC Topic 820 requires the Association to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value.

Assets that are measured on a recurring basis are limited to the available-for-sale securities portfolio. The available-for-sale portfolio is carried at
estimated fair value with any unrealized gains and losses, net of taxes, reported as accumulated other comprehensive income or loss in
stockholders� equity. Substantially all of the available-for-sale portfolio consists of investment securities issued by government-sponsored
enterprises. The fair values for substantially all of these securities are obtained from an independent securities broker. Based on the nature of the
securities, the securities broker provides the Association with prices which are categorized as Level 2 since quoted prices in active markets for
identical assets are generally not available for the majority of securities in the portfolio.

The following table provides the level of valuation assumptions used to determine the carrying value of assets measured at fair value on a
recurring basis at June 30, 2013 and December 31, 2012:

Fair Value Measurements
Quoted Prices in Active Significant Other Significant

Carrying Markets for Identical Observable Inputs Unobservable Inputs
Description Value Assets (Level 1) (Level 2) (Level 3)

June 30, 2013:
Securities available for sale $ 37,872,884 $ � $ 37,872,884 $ �

December 31, 2012:
Securities available for sale $ 33,217,266 $ � $ 33,217,266 $ �

There were no assets measured at fair value on a non-recurring basis at June 30, 2013 and December 31, 2012.
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B.  Fair Value Disclosures

The following methods and assumptions were used by the Association in estimating fair values of financial instruments as disclosed herein.

Cash and Cash Equivalents

For cash and due from banks and federal funds sold, the carrying amount approximates the fair value (Level 1).

Securities

The fair value of securities is estimated based on bid quotations received from securities dealers, if available (Level 1).  If a quoted market price
was not available, fair value was estimated using quoted market prices of similar instruments, adjusted for differences between the quoted
instruments and the instruments being valued (Level 2).
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B.  Fair Value Disclosures (Cont�d)

FHLB Stock

The fair value for FHLB stock is its carrying value, since this is the amount for which it could be redeemed.  There is no active market for this
stock, and the Association is required to maintain a minimum balance based upon the unpaid principal of home mortgage loans (Level 2).

Loans Receivable

Fair values are estimated for portfolios of loans with similar financial characteristics.  Loans are segregated by type such as residential mortgage,
commercial, and consumer.  Each loan category is further segmented into fixed and adjustable rate interest terms and by performing and
nonperforming categories (Level 3).

Deposits

The fair value of deposits with no stated maturity, such as non-interest-bearing demand deposits, savings, and NOW and money market
accounts, is equal to the amount payable on demand (Level 1).  The fair value of certificates of deposit is based on the discounted value of
contractual cash flows.  The discount rate is estimated using the rates currently offered for deposits with similar remaining maturities (Level 2).

Short-Term Borrowings

The carrying amounts of federal funds purchased, and other short-term borrowings maturing within 90 days approximate their fair values.  Fair
values of other short-term borrowings are estimated using discounted cash flow analyses based on the Association�s current incremental
borrowing rates for similar types of borrowing arrangements (Level 1).

Long-Term Borrowings

The fair value of long-term borrowings is estimated using discounted cash flow analysis based on the current incremental borrowing rates for
similar types of borrowing arrangements (Level 2).
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Off-Balance-Sheet Instruments

In the ordinary course of business the Association has entered into off-balance-sheet financial instruments consisting of commitments to extend
credit.  Such financial instruments are recorded in the financial statements when they are funded. Their fair value would approximate fees
currently charged to enter into similar agreements.

In the ordinary course of business the Association has entered into off-balance-sheet financial instruments consisting of commitments to extend
credit.  Such financial instruments are recorded in the financial statements when they are funded. Their fair value would approximate fees
currently charged to enter into similar agreements.
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B.  Fair Value Disclosures (Cont�d)

The carrying values and estimated fair values of financial instruments are as follows (in thousands):

June 30, December 31,
2013 2012

Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value

(In Thousands)

Financial assets:
Cash and cash equivalents $ 9,908 $ 9,908 $ 5,434 $ 5,434
Securities held to maturity 7,457 7,747 10,181 10,654
Securities available for sale 37,873 37,873 33,217 33,217
Loans receivable 39,494 40,225 39,905 42,223
FHLB and other stock, at cost 222 222 201 201
Accrued interest receivable 303 303 280 280

Financial liabilities:
Deposits 82,377 82,925 86,186 86,837

The fair value estimates are made at a discrete point in time based on relevant market information and information about the financial
instruments.  Fair value estimates are based on judgments regarding future expected loss experience, current economic conditions, risk
characteristics of various financial instruments, and other factors.  These estimates are subjective in nature and involve uncertainties and matters
of significant judgment and, therefore, cannot be determined with precision.  Changes in assumptions could significantly affect the estimates. 
Further, the foregoing estimates may not reflect the actual amount that could be realized if all or substantially all of the financial instruments
were offered for sale.

In addition, the fair value estimates were based on existing on-and-off balance sheet financial instruments without attempting to value the
anticipated future business and the value of assets and liabilities that are not considered financial instruments.  Other significant assets and
liabilities that are not considered financial assets and liabilities include premises and equipment and advances from borrowers for taxes and
insurance.  In addition, the tax ramifications related to the realization of the unrealized gains and losses have a significant effect on fair value
estimates and have not been considered in any of the estimates.

Finally, reasonable comparability between financial institutions may not be likely due to the wide range of permitted valuation techniques and
numerous estimates which must be made given the absence of active secondary markets for many of the financial instruments.  The lack of
uniform valuation methodologies introduces a greater degree of subjectivity to these estimated fair values.

6.  PLAN OF CONVERSION AND SUBSEQUENT EVENT
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On July 15, 2013, the Association completed its mutual-to-stock conversion, and the Company consummated its initial stock offering. The
Company sold 793,500 shares of its common stock, including 55,545 shares purchased by the Association�s employee stock ownership plan, at a
price of $10.00 per share, in a subscription offering, for gross offering proceeds of $7,935,000.

The cost of conversion and the stock offering were deferred and deducted from the proceeds of the offering. Conversion costs incurred through
June 30, 2013 were $439,000.
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In accordance with applicable federal conversion regulations, at the time of the completion of our mutual-to-stock conversion, we established a
liquidation account in the Association in an amount equal to the Association�s total retained earnings as of the latest balance sheet date in the
final prospectus used in the Conversion.  Each eligible account holder or supplemental account holder is entitled to a proportionate share of this
liquidation account in the event of a complete liquidation of the Association, and only in such event.  This share will be reduced if the eligible
account holder�s or supplemental account holder�s deposit balance falls below the amounts on the date of record as of any December 31 and will
cease to exist if the account is closed.  The liquidation account will never be increased despite any increase after Conversion in the related
deposit balance.

Following completion of the Conversion, the Association may not declare, pay a dividend on, or repurchase any of its capital stock of the
Association, if the effect thereof would cause retained earnings to be reduced below the liquidation account amount or regulatory capital
requirements.

22

Edgar Filing: Sunnyside Bancorp, Inc. - Form 10-Q

41



Table of Contents

Item 2.                   Management�s Discussion and Analysis of Financial Condition and Results of Operations

General

Management�s discussion and analysis of the financial condition and results of operations at and for three and six months ended June 30, 2013
and 2012 is intended to assist in understanding the financial condition and results of operations of the Association.  The information contained in
this section should be read in conjunction with the unaudited financial statements and the notes thereto, appearing on Part I, Item 1 of this
quarterly report on Form 10-Q.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This quarterly report contains forward-looking statements, which can be identified by the use of words such as �estimate,� �project,� �believe,� �intend,�
�anticipate,� �plan,� �seek,� �expect� and words of similar meaning. These forward-looking statements include, but are not limited to:

• statements of our goals, intentions and expectations;

• statements regarding our business plans, prospects, growth and operating strategies;

• statements regarding the quality of our loan and investment portfolios; and

• estimates of our risks and future costs and benefits.

These forward-looking statements are based on current beliefs and expectations of our management and are inherently subject to significant
business, economic and competitive uncertainties and contingencies, many of which are beyond our control. In addition, these forward-looking
statements are subject to assumptions with respect to future business strategies and decisions that are subject to change.

The following factors, among others, could cause actual results to differ materially from the anticipated results or other expectations expressed in
the forward-looking statements:
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• general economic conditions, either nationally or in our market areas, that are worse than expected;

• competition among depository and other financial institutions;

• inflation and changes in the interest rate environment that reduce our margins or reduce the fair value of financial
instruments;

• adverse changes in the securities markets;

• changes in laws or government regulations or policies affecting financial institutions, including changes in regulatory
fees and capital requirements;

• our ability to enter new markets successfully and capitalize on growth opportunities;

• our ability to successfully integrate de novo or acquired branches, if any;

• our ability to execute on our business strategy to increase commercial real estate and multi-family lending and
commercial lending, including implementing an SBA lending program;

• changes in consumer spending, borrowing and savings habits;

• changes in accounting policies and practices, as may be adopted by the bank regulatory agencies, the Financial
Accounting Standards Board, the Securities and Exchange Commission and the Public Company Accounting Oversight Board;

• changes in our organization, compensation and benefit plans; and

• changes in the financial condition, results of operations or future prospects of issuers of securities that we own.
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Because of these and a wide variety of other uncertainties, our actual future results may be materially different from the results indicated by
these forward-looking statements.

Critical Accounting Policies

There are no material changes to the critical accounting policies disclosed in Sunnyside Bancorp, Inc.�s Prospectus dated May 14, 2013, as filed
with the Securities and Exchange Commission pursuant to Securities Act Rule 424(b)(3) on May 22, 2013.

Comparison of Financial Condition at June 30, 2013 and December 31, 2012

Total assets increased $6.3 million, or 6.7%, to $100.3 million at June 30, 2013 from $94.1 million at December 31, 2012.  The increase was due
primarily to an increase in cash and due from banks as a result of subscription funds received from the stock conversion and an increase in
securities available for sale offset by a decrease in securities held to maturity.

Cash and cash equivalents increased $4.5 million, or 82.3%, to $9.9 million at June 30, 2013 from $5.4 million at December 31, 2012, as
additional liquidity was needed to provide refunds to shareholders for the oversubscriptions to the stock conversion. Securities available for sale
increased $4.7 million, or 14.0%, to $37.9 million at June 30, 2013 from $33.2 million at December 31, 2012 and securities held to maturity
decreased $2.7 million, or 26.8%, to $7.5 million at June 30, 2013 from $10.2 million at December 31, 2012 reflecting additional available for
sale purchases from stock proceeds offset by the sale of mortgage backed securities classified as held to maturity after collection of a substantial
portion (at least 85%) of principal outstanding at acquisition and monthly principal payments.

Net loans receivable decreased $411,000, or 1.0%, to $39.5 million at June 30, 2013 from $39.9 million at December 31, 2012.  The decrease in
loans receivable was due primarily to new loans being offset by loan prepayment payoffs and normal principal payments.

At June 30, 2013, our investment in bank-owned life insurance was $1.98 million, an increase of $32,000 from $1.94 million at December 31,
2012.  We invest in bank-owned life insurance to provide us with a funding offset for our benefit plan obligations.  Bank-owned life insurance
also generally provides us noninterest income that is non-taxable.  Federal regulations generally limit our investment in bank-owned life
insurance to 25% of our Tier 1 capital plus our allowance for loan losses, and we have not made any additional contributions to our bank-owned
life insurance since 2002.

Other assets, consisting primarily of deferred income taxes, accrued interest receivable, prepaid FDIC insurance premiums, refundable income
taxes and an annuity contract for a former director, increased $268,000 or 17.2%, to $1.8 million at June 30, 2013 from approximately $1.6
million at December 31, 2012.
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Total deposits decreased $3.8 million, or 4.4%, to $82.4 million at June 30, 2013 from $86.2 million at December 31, 2012. The decrease
resulted primarily from a decrease in NOW accounts of $1.6 million, or 13.1%.  Savings and club accounts decreased $373,000, or 1.3%, and
money market accounts decreased $380,000 or 10.1%. Additionally, certificates of deposit decreased $1.5 million, or 4.0%. As part of our
efforts to reduce our reliance on certificates of deposit, we continued to allow higher costing certificates of deposit to run off at maturity during
the first two quarters of 2013, as we increased our emphasis on increasing core deposits.

We had no borrowings outstanding at June 30, 2013 or at December 31, 2012.  At June 30, 2013, we had the ability to borrow approximately
$30.3 million from the Federal Home Loan Bank of New York, subject to our pledging sufficient assets.  Additionally, at June 30, 2013, we had
the ability to borrow up to $1.0 million on a Fed Funds line of credit with Atlantic Central Bankers Bank.

Total equity decreased to $5.9 million at June 30, 2013 from $6.2 million at December 31, 2012 resulting from net income of $32,000 offset by
an increase in other comprehensive loss of $336,000 during the six months ended June 30, 2013.

Comparison of Results of Operations for the Quarters Ended June 30, 2013 and June 30, 2012

General.  We had net income of $50,000 for the quarter ended June 30, 2013 compared to net income of $8,000 for the quarter ended June 30,
2012.  The increase in our net income resulted primarily from an increase in non-interest income and a decrease in non-interest expense, which
was partially offset by a decline in net interest income, when comparing the 2013 quarter to the 2012 quarter.
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Net Interest Income.  Net interest income decreased $37,000 or 6.8%, to $503,000 for the quarter ended June 30, 2013 from $540,000 for the
quarter ended June 30, 2012.  The decrease resulted from a decrease of $67,000 in interest and dividend income, partially offset by a decrease of
$31,000 in interest expense on deposits quarter to quarter.  The decrease in interest and dividend income was primarily driven by declining
market interest rates during the quarter ended June 30, 2013.  The average yield on our loans decreased 60 basis points and the average yield on
our investment and mortgage-backed securities decreased 35 basis points during the quarter ended June 30, 2013 compared to the 2012 quarter.
Our net interest rate spread decreased 21 basis points to 2.40% for the quarter ended June 30, 2013 from 2.61% for the quarter ended June 30,
2012 and our net interest margin decreased 21 basis points to 2.43% for the 2013 quarter from 2.64% for the 2012 period. Average
interest-earning assets increased to $82.8 million for the quarter ended June 30, 2013 from $81.9 million for the prior year quarter.

Interest and Dividend Income.  Interest and dividend income decreased $67,000 to $649,000 for the quarter ended June 30, 2013 from $716,000
for the quarter ended June 30, 2012.  The decrease resulted primarily from a $48,000 decrease in interest income on loans and a $19,000
decrease in other interest income.

Interest income on loans decreased $48,000, or 9.0%, to $482,000 for the quarter ended June 30, 2013 from $530,000 for the quarter ended
June 30, 2012.  The decrease resulted primarily from a decrease of 60 basis points in the average yield on loans to 4.77% for the 2013 quarter
from 5.37% for the 2012 quarter, reflecting lower market interest rates year to year, partially offset by an increase in the average balance of
loans outstanding of $933,000, or 2.4%, to $40.4 million for the quarter ended June 30, 2013 from $39.5 million for the quarter ended June 30,
2012.

Interest and dividend income on investment and mortgage-backed securities decreased $16,000 to $166,000 for the quarter ended June 30, 2013
from $182,000 for the quarter ended June 30, 2012 due to a decrease in the average yield on securities to 1.63% during the 2013 quarter from
1.98% during the 2012 quarter, offset in part by an increase in the average balance of securities to $40.7 million for the 2013 quarter from $36.8
million for the 2012 quarter.

Interest Expense.  Interest expense, consisting entirely of the cost of interest-bearing deposits, decreased $31,000, or 17.4%, to $145,000 for the
quarter ended June 30, 2013 from $176,000 for the quarter ended June 30, 2012.  The decrease in the cost of interest-bearing deposits was due to
a decrease of 16 basis points in the average rate paid on interest-bearing deposits to 0.73% for the quarter ended June 30, 2013 from 0.89% for
the quarter ended June 30, 2012, primarily due to lower interest paid on certificates of deposit reflecting lower market interest rates.  Although
average interest-bearing liabilities increased to $80.0 million for the quarter ended June 30, 2013 from $79.2 million for the quarter ended
June 30, 2012, higher cost interest-bearing certificates of deposits decreased and lower-cost NOW, money market and savings accounts
remained unchanged.  The change in the composition of our interest-bearing deposits, coupled with a greater effect of non-interest bearing
deposits, helped reduced the cost of funds from 0.86% for the quarter ended June 30, 2012 to 0.70% for the quarter ended June 30, 2013.

Provision for Loan Losses. We establish provisions for loan losses that are charged to operations in order to maintain the allowance for loan
losses at a level believed, to the best of management�s knowledge, to cover all known and inherent losses in the portfolio both probable and
reasonable to estimate at each reporting date.  There was a $9,000 provision for loan losses recorded for the quarter ended June 30, 2013 and no
provision recorded for the quarter ended June 30, 2012.  The allowance for loan losses was $325,000 at June 30, 2013 compared to $314,000 at
June 30, 2012. Non-performing loans at June 30, 2013 totaled $369,000 and $0 at June 30, 2012. During the quarters ended June 30, 2013 and
June 30, 2012 there were $0 and $1,000 in recoveries, respectively.
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Noninterest Income.  Noninterest income increased $75,000 to $134,000 for the quarter ended June 30, 2013 from $59,000 for the quarter ended
June 30, 2012.  The increase was primarily due to security gains offset by a decline in other fee and life insurance income.

Noninterest Expense.  Noninterest expense decreased $34,000, or 5.5%, to $576,000 for the quarter ended June 30, 2013 from $609,000 for the
quarter ended June 30, 2012.  Compensation and benefits decreased $23,000 to $296,000 for the second quarter of 2013 from $319,000 for the
second quarter of 2012, resulting from timing differences on staff replacements.  Occupancy and equipment decreased $34,000 or 25.4%, to
$99,000 for the quarter ended June 30, 2013 from $133,000 for the quarter ended June 30, 2012, as a result of a decrease in office building
maintenance and related expenses.
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Other non-interest expenses increased by $23,000 or 14.7%, to $180,000 for the quarter ended June 30, 2013 from $157,000 for the quarter
ended June 30, 2012. The increase was due primarily to increased data processing costs and other professional services fees. Additional
consultants were engaged to assist management with compliance and regulatory reporting requirements.

Income Tax Expense (Benefit).  We recorded a $3,000 income tax expense for the quarter ended June 30, 2013 and a $(17,800) income tax
benefit for the quarter ended June 30, 2012.  Income tax expense (benefit) is calculated based on pre-tax income or (loss) adjusted for permanent
book to tax differences, such as non-taxable interest income on municipal securities and income on bank owned life insurance.

Comparison of Results of Operations for the six months ended June 30, 2013 and June 30, 2012

General.  We had net income of $32,000 for the six months ended June 30, 2013 compared to a net loss of $23,000 for the six months ended
June 30, 2012.  The increase in net income for the six months ended June 30, 2013 compared to the six months ended June 30, 2012 resulted
primarily from an increase in non-interest income and a decrease in non-interest expense, which was partially offset by a decline in net interest
income.

Net Interest Income.  Net interest income decreased $59,000, or 5.4%, to $1,035,000 for the six months ended June 30, 2013 from $1,093,000
for the six months ended June 30, 2012.  The decrease resulted from a decrease of $102,000 in interest and dividend income, partially offset by a
decrease of $43,000 in interest expense on deposits for the six months ended June 30, 2013 compared to the six months ended June 30, 2012. 
The decrease in interest and dividend income was primarily driven by declining market interest rates during the six months ended June 30,
2013.  The average yield on our loans decreased 58 basis points and the average yield on our investment and mortgage-backed securities
decreased 53 basis points during the six months ended June 30, 2013. Our net interest rate spread decreased 24 basis points to 2.43% for the six
months ended June 30, 2013 from 2.67% for the six months ended June 30, 2012 and our net interest margin decreased 23 basis points to 2.46%
for the 2013 period from 2.69% for the 2012 period. Average interest-earning assets increased to $83.9 million for the six months ended June 30,
2013 from $81.0 million for the prior year period.

Interest and Dividend Income.  Interest and dividend income decreased $102,000 to $1,332,000 for the six months ended June 30, 2013 from
$1,433,000 for the six months ended June 30, 2012.  The decrease resulted primarily from a $74,000 decrease in interest income on loans and a
$28,000 decrease in other interest income.

Interest income on loans decreased $74,000, or 6.9%, to $987,000 for the six months ended June 30, 2013 from $1,061,000 for the six months
ended June 30, 2012.  The decrease resulted primarily from a decrease of 58 basis points in the average yield on loans to 4.85% for the 2013
period from 5.43% for the 2012 period, reflecting lower market interest rates year to year, partially offset by an increase in the average balance
of loans outstanding of $1.6 million, or 4.1%, to $40.7 million for the six months ended June 30, 2013 from $39.1 million for the six months
ended June 30, 2012.

Interest and dividend income on investment and mortgage-backed securities decreased $19,000 to $342,000 for the six months ended June 30,
2013 from $361,000 for the six months ended June 30, 2012 due to a decrease in the average yield on securities to 1.62% during the 2013 period
from 2.15% during the 2012 period, offset in part by an increase in the average balance of securities to $42.3 million for the 2013 period from
$33.5 million for the 2012 period.
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Interest Expense.  Interest expense, consisting entirely of the cost of interest-bearing deposits, decreased $43,000, or 12.7%, to $297,000 for the
six months ended June 30, 2013 from $340,000 for the six months ended June 30, 2012.  The decrease in the cost of interest-bearing deposits
was due to a decrease of 13 basis points in the average rate paid on interest-bearing deposits to 0.74% for the six months ended June 30, 2013
from 0.87% for the six months ended June 30, 2012, primarily due to lower interest paid on certificates of deposit reflecting lower market
interest rates.  Although interest-bearing liabilities increased to $80.8 million for the six months ended June 30, 2013 from $78.9 million for the
six months ended June 30, 2012, higher cost interest-bearing certificates of deposits decreased and lower-cost NOW, money market and savings
accounts increased.  The change in the composition of our interest-bearing deposits, coupled with a greater effect of non-interest bearing
deposits, helped reduced the cost of funds from 0.85% for the six months ended June 30, 2012 to 0.71% for the six months ended June 30, 2013.
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Provision for Loan Losses. We establish provisions for loan losses that are charged to operations in order to maintain the allowance for loan
losses at a level believed, to the best of management�s knowledge, to cover all known and inherent losses in the portfolio both probable and
reasonable to estimate at each reporting date.  There was a $9,000 provision for loan losses recorded for the six month period ended June 30,
2013 and no provision for loan losses recorded for the six month period ended June 30, 2012.  During the six months ended June 30, 2013, there
was a $2,000 recovery and during the same period in 2012 there was a recovery of $1,000.

Noninterest Income.  Noninterest income increased $65,000, to $177,000 for the six months ended June 30, 2013 from $112,000 for the six
months ended June 30, 2012.  The increase was primarily due to security gains offset by a decline in other fees and life insurance income.

Noninterest Expense.  Noninterest expense decreased $82,000, or 6.5%, to $1,175,000 for the six months ended June 30, 2013 from $1,257,000
for the six months ended June 30, 2012.  Compensation and benefits decreased $11,000 to $640,000 for the six months ended June 30, 2013
from $651,000 for the six months ended June 30, 2012, resulting from timing differences on staff replacements.  Occupancy and equipment
decreased $47,000 or 19.1%, to $200,000 for the six months ended June 30, 2013 from $247,000 for the six months ended June 30, 2012, as a
result of a decrease in office building maintenance and related expenses.  Other non-interest expenses decreased by $24,000 or 6.5%, to
$335,000 for the six months ended June 30, 2013 from $359,000 for the six months ended June 30, 2012. The decrease was due primarily to a
decrease in advertising, other non- interest expenses and professional fees offset by slightly higher data processing fees.

Income Tax Expense (Benefit).  We recorded a $5,000 income tax benefit for the six months ended June 30, 2013 and a $29,000 income tax
benefit for the six months ended June 30, 2012.  Income tax expense (benefit) is calculated based on pre-tax income or (loss) adjusted for
permanent book to tax differences, such as non-taxable interest income on municipal securities and income on bank owned life insurance.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Not applicable, as the Registrant is a smaller reporting company.

Item 4. Controls and Procedures

An evaluation was performed under the supervision and with the participation of the Company�s management, including the Chief Executive
Officer and the Chief Financial Officer, of the effectiveness of the design and operation of the Company�s disclosure controls and procedures (as
defined in Rule 13a-15(e) promulgated under the Securities and Exchange Act of 1934, as amended) as of June 30, 2013. Based on that
evaluation, the Company�s management, including the Chief Executive Officer and the Chief Financial Officer, concluded that the Registrant�s
disclosure controls and procedures were effective.

During the quarter ended June 30, 2013, there have been no changes in the Company�s internal controls over financial reporting that have
materially affected, or are reasonably likely to materially affect, the Company�s internal control over financial reporting.

Edgar Filing: Sunnyside Bancorp, Inc. - Form 10-Q

50



Part II � Other Information

Item 1. Legal Proceedings

The Bank is subject to various legal actions arising in the normal course of business. In the opinion of management, the resolution of these legal
actions is not expected to have a material adverse effect on the Bank�s or the Company�s financial condition or results of operations.

Item 1A. Risk Factors

Not applicable, as the Registrant is a smaller reporting company.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

(a) There were no sales of unregistered securities during the period covered by this Report.

(b) Not applicable.

(c) There were no issuer repurchases of securities during the period covered by this Report.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None.

Item 6. Exhibits

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
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32 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

101.INS  XBRL Instance Document

101.SCH  XBRL Taxonomy Extension Schema Document

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF  XBRL Taxonomy Extension Definition Linkbase Document

101.LAB  XBRL Taxonomy Extension Label Linkbase Document

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURES

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

SUNNYSIDE BANCORP, INC.

Date:  August 14, 2013 /s/ Timothy D. Sullivan
Timothy D. Sullivan
President and Chief Executive Officer

Date:  August 14, 2013 /s/ Gerard A. Iervolino
Gerard A. Iervolino
Vice President and Chief Financial Officer
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