
2 0 0 7 
A N N U A L 
R E P O R T

T h e  T e s t  o f  T i m e



Contents
Chairman’s Letter to the Shareholders	 1
Financial Highlights	 4
Report of Independent Auditors	 5
Vision/Mission Statement	 6
The People of Kish Bank	 35

 

Consistent long-term performance for customers and shareholders 
has been a Kish Bancorp hallmark for many years. Through good 
and difficult economic times, the corporation has delivered 
excellent shareholder returns by implementing long-term 
strategies that position the company for the future. The secret 
to the corporation’s success: consistently focusing resources on 
satisfying customer needs. The corporation’s sustained growth 
and financial performance have demonstrated that a customer-
centered business model will stand the test of time. In 2007,  
the corporation reaffirmed the value of adhering to this  
enduring philosophy.

Kish Bancorp is pleased to report that in 2007 the company’s focus 
on long-term objectives produced a year of solid earnings growth 
and continued expansion in core businesses. As you review the 
highlights and financial statements on the ensuing pages, please 
consider that it is the cumulative impact of performance in all 
parts of Kish’s business that produced positive financial results for 
the year. Although we are especially pleased to report earnings 
per share growth of 6.2%, and return on shareholder’s equity of 
13.3%, there were other key metrics that supported our positive 
results for 2007. Each of these measures can be compared to 
national peer group averages comprised of more than 1,100 
community banks. Not only do these ratios reflect well on Kish’s 
performance for 2007, but they provide good indicators for the 
2008 outlook as well. 

Following are examples of where Kish Bancorp ranks relative 
to peers for some selected metrics used in banking to measure 
performance. Income from mortgage originations, investment 
services, deposit services and insurance services now ranks 
Kish Bank’s total non-interest income among the top one-third 
of banks in the national peer group. Expense and cost control 
measures were an important objective for the bank in 2007 as Kish 
grew into overhead related to recently constructed branches in 
Lewistown and State College. Kish’s lower occupancy expense and 
net overhead ratios also rank in the top one-third of the national 
peer group. Loan quality measures continued to strengthen and 
are approaching all time highs. The ratio of net losses to total loans 
now rank Kish in the 28th percentile of the national peer group, 
while delinquent loans 30-89 days rank Kish in the 20th percentile. 
The bank had no losses on residential mortgage loans in 2007 for 
the second year. These are excellent rankings that bode well for 
the future, especially against the backdrop of a national meltdown 
in subprime mortgage loans. Kish Bank does not make, nor are we 
invested in, subprime mortgage loans. 

Strong financial performance not only benefits Kish shareholders, 
but our customers and communities as well. The achievement of 
positive financial results supports the Bancorp’s investment in a 
strong operational infrastructure and a growing branch network. 
In 2007, Kish implemented remote deposit capture technology for 
business customers and after careful evaluation, is implementing a 
new investment platform for Kish investment services clients. We 
are presently engaged in a complete revamping of the Kish Bank 
website, recognizing the critical importance of this delivery channel 
in the years ahead. We continue to expand our network of customer 
service facilities as we seek to reach more customers in Central 
Pennsylvania. Recently, we finalized negotiations on a parcel of land 
for a new financial center adjacent to the new Home Depot store 
on North Atherton Street in State College. With its opening in early 
2009, Kish will be positioned to deliver the full “Kish Experience” to 
the State College area. Kish also continues to add market share in 
Mifflin and Huntingdon counties where Kish ranks first and third 
respectively in deposit market share. 

Exceptional service and a full range of financial products is not all 
that Kish delivers to the region, however. The Corporation’s close 
alignment with local communities and the efforts of a caring staff 
translates to over $100,000 in contributions a year and more than 
1,000 volunteer hours to support local charitable organizations, 
educational activities for our young people, economic development 
activities, and programs that support the arts. Indeed, doing 
business with Kish means doing good for our communities.

These comments would not be complete without an 
acknowledgement of the tremendous commitment of the entire 
team of Kish professionals. The accomplishments achieved for Kish 
customers and surrounding communities would not be possible 
without the dedication of Kish team members who deliver on all 
our promises. Attracting and retaining the best people available will 
continue to be a key focus for Kish Bancorp in 2008. 

For more than 100 years Kish Bancorp has stood the test of time  
because of a consistent approach to performance for our 
shareholders, communities and employees. The Kish team recognizes 
that customer and shareholder loyalty are qualities found in great 
companies; we strive to earn this loyalty every day. As we move into 
2008, count on Kish Bancorp to continue delivering on our promises 
to our shareholders, customers and communities.

Sincerely, 

William P. Hayes 
Chairman, President and Chief Executive Officer
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Listening
In an environment where each day brings 

new financial market volatility and increased 

economic concerns, Kish Bancorp has 

continued to focus on meeting and exceeding 

customer needs. Kish professionals listen, 

seeking first to understand and then to 

offer appropriate solutions. This is the 

model that has sustained the strong growth 

and consistent financial performance of  

Kish Bancorp. 

Sustaining our 
Commitment
Kish sustains excellence by tracking 

progress on our key goals, responding 

quickly to market opportunities and 

consistently delivering on our brand 

promise. The commitment of Kish Bancorp 

to local communities reflects the same 

focus. Regional Board members provide 

local insight into community needs. Kish’s 

involvement in economic development 

keeps employees close to the community 

and local businesses. Kish’s complete array 

of banking services, insurance, investment 

management, and travel services ensures 

that customers have ready access to a 

wide range of financial solutions. This “Kish 

Experience” is the ultimate reason Kish 

customers Expect More from Kish Bank. 

Innovating
Innovation is essential to growth. In 2007, 

Kish researched new products and services to 

enhance the Expect More foundation of the 

“Kish Experience”. The result was a reshaping 

of the bank’s retail checking account 

products and online banking services. Kish 

introduced business customers to a time-

saving service called remote deposit capture, 

a method of scanning customer checks for 

direct electronic deposit without coming to 

the bank. To gain their insights, Kish engaged 

customers in focus group interviews, 

customer surveys, branch open houses and 

customer events. In short, Kish customers 

helped drive processes and products that 

streamlined and improved service delivery.

Delivering on  
  our Promises 
The 2006 Kish Bancorp Annual 

Report stated, “Sustained long-

term performance for customers 

and shareholders cannot be 

achieved by managing from 

quarter-to-quarter, or by 

pursuing growth strategies 

that do not endure.” Kish’s focus 

on long-term performance 

is critical to our mission to 

deliver for Kish customers and 

shareholders. To achieve this 

goal, Kish will continue to look 

for opportunities to grow core 

businesses while investigating 

ways to expand the bank’s 

geographic footprint and 

service lines. This perspective 

targets high-performance 

financial results, sustained 

growth and shareholder returns 

that will differentiate Kish 

Bancorp over the long term. It 

is our promise to employees, 

customers and shareholders. 

Focused on  
What Our  
Customers Need

32

Without the financial support  

of Kish Bank, the Science in  

Motion Program at Juniata 

College could not have been 

sustained. We are grateful 

for Kish’s contribution which 

supports this dynamic program 

that brings science experiments 

and high-tech equipment to 

high school science programs 

throughout the region.

Thomas R. Kepple Jr. 
Juniata College
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Solid earnings growth reflected in our financial results for the 
year 2007 is particularly notable given the significant turmoil 
in the financial markets during the year. The corporation’s net 
income rose by 2.2% to $3,934,000 compared to $3,848,000 in 
2006. Earnings per share rose to $7.37 per share, a 6.2% increase 
compared to $6.94 per share the prior year. 

Net interest income, after provision for loan losses, was 
$11,929,000, up 3.9% from $11,482,000 in 2006. Growth in this 
category is a result of both an increase in net interest income and 
a reduction in the provision for loan losses, which is a direct result 
of the continued strong credit quality of our loan portfolio. 

Non-interest income declined by 3.9% year over year from 
$4,618,000 to $4,439,000. However, if we exclude gains from 
investing and trading activities, non-interest income actually 
grew by 2.2%, led by earnings growth in the investment services 
division and increases in retail and lending service fees. Kish 
Agency revenues declined during 2007, in spite of a growing 
policy count, due to generally reduced premiums on property and 
casualty policies in the insurance industry. Gains from investing 
and trading activities declined to $165,000 in 2007 compared 
to $437,000 the prior year, reflecting the growing distress in the 
financial markets during the year. 

Total non-interest expenses increased $185,000, a 1.6% increase 
compared to the prior year. Salaries and benefit expenses rose 
3.8%, as we added to staff during the year in order to serve our 
growing number of customers and support geographic growth. 
Excluding salaries and benefit expenses, total non-interest expense 
declined by $51,000 as a result of an ongoing management 
focus on expense evaluation and control. 2007 was the first full 
year for the operation of our Business Banking office located at 
1600 University Drive, State College, a location from which we 
serve a growing number of Business Banking customers in the 
Centre region. Our expense control results for the year should be 
evaluated taking the addition of this new location and investment 
in growing the franchise into consideration. 

Total loans outstanding grew by $18.3 million, up by 6.3% to 
$309.1 million at year end. During the same period, deposits grew 
by $12.3 million, an increase of 3.9%. Total deposits at the end of 
the year stood at $331.7 million. Deposit growth for most of the 
year was somewhat stronger than the year end numbers suggest, 
due to our decision to exercise pricing discipline in the face of year 
end pricing pressure due to credit market dislocations. Total assets 
ended the year at $454,092,000, up 9.8% from $413,429,000 the 
prior year. In addition to loan growth, total assets rose as a result 
of growth in our investment portfolio by $19.8 million, a 23.5% 

increase year over year. Borrowings increased by $27.6 million year 
over year, with cash flow from borrowings being utilized to fund loan 
growth and to finance investment activities. Our return on earning 
assets increased during the year but at a pace somewhat slower than 
the cost of our liabilities, resulting in a 7 basis point reduction in our 
net interest margin. Due to strong capital management strategies, 
return on average equity increased to 13.32% in 2007, compared to 
12.99% in 2006.
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*In 2004, Kish Bancorp changed the dividend declaration date to coincide with the month in which the dividend was paid. In 2003, Kish Bancorp converted 
to a quarterly dividend from a semi-annual dividend in previous years. Both changes caused year-over-year comparisons to be distorted.
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2007 2006

ASSETS
Cash and due from banks $ 7,988,058     $ 7,822,835
Interest-bearing deposits with other institutions 441,409        439,106
Cash and cash equivalents 8,429,467     8,261,941

Certificates of deposits in other financial institutions 6,297,009     4,968,730
Trading securities 18,420,971   -
Investment securities available for sale 85,084,823   83,755,815     
Investment securities held to maturity (market value of
  $249,500 and $253,125) 250,000        250,000
Loans held for sale 398,000        181,050

Loans 308,729,633 290,584,686   
Less allowance for loan losses 3,000,861     2,962,724

Net loans 305,728,772 287,621,962   

Premises and equipment 8,329,329     8,613,709
Goodwill 1,712,078     1,712,078
Regulatory stock 3,741,100     3,189,600
Bank-owned life insurance 9,082,591     8,735,343
Accrued interest and other assets 6,617,582     6,138,525

    TOTAL ASSETS $ 454,091,722 $ 413,428,753   

LIABILITIES
Deposits:

Non-interest-bearing $ 38,425,189   $ 36,258,258     
Interest-bearing demand 8,327,290     6,552,232
Savings 23,615,231   25,979,865     
Money market 91,822,856   92,495,510     
Time 169,497,292  158,066,594   
    Total deposits 331,687,858 319,352,459   

Short-term borrowings 22,442,247   6,755,017
Other borrowings 65,623,879   53,678,782     
Accrued interest and other liabilities 4,014,431     3,955,874

    TOTAL LIABILITIES 423,768,415 383,742,132   

STOCKHOLDERS' EQUITY
Common stock, $.50 par value; 2,000,000 shares authorized,
  610,000 shares issued 305,000        305,000
Additional paid-in capital 855,213        972,940
Retained earnings 36,739,324   35,026,141     
Accumulated other comprehensive income (loss) 50,052           (931,052)
Unearned restricted stock (1,292 shares) (110,991)       -
Treasury stock, at cost (82,671 and 60,594 shares) (7,515,291) (5,686,408)      

    TOTAL STOCKHOLDERS' EQUITY 30,323,307   29,686,621     

    TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 454,091,722   $ 413,428,753   

See accompanying notes to consolidated financial statements.

KISH BANCORP, INC.

December 31,

CONSOLIDATED BALANCE SHEET
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Report of Independent Auditors 
Board of Directors and Stockholders  
Kish Bancorp, Inc. 

We have audited the accompanying consolidated balance sheet 
of Kish Bancorp, Inc. and subsidiaries as of December 31, 2007 and 
2006, and the related consolidated statements of income, changes 
in stockholders’ equity, and cash flows for the years then ended. 
These financial statements are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with U.S. generally accepted 
auditing standards. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis 
for our opinion. 

In our opinion, the consolidated financial statements referred to 
above present fairly, in all material respects, the financial position  
of Kish Bancorp, Inc. and subsidiaries as of December 31, 2007 and 
2006, and the results of their operations and their cash flows for 
the years then ended, in conformity with U.S. generally accepted 
accounting principles. 

As discussed in Note 1 to the consolidated financial statements, Kish 
Bancorp, Inc. and subsidaries have adopted Financial Accounting 
Standards Board Statement No. 157, Disclosures About Fair Value of 
Financial Instruments, and Statement No. 159, The Fair Value Option for 
Financial Assets and Financial Liabilities, as of January 1, 2007.

Wexford, PA  
March 24, 2008

Kish Bancorp, Inc. 
Consolidated Audited Financial Statements 
December 31, 2007
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Notice of Annual Meeting
The 2008 Annual Meeting of the Shareholders of Kish Bancorp, Inc. will 
be held Tuesday, May 13, 2008, at 5:30 p.m. at the Kishacoquillas Valley 
National Bank, 4225 East Main Street, Belleville, Pennsylvania. 

Financial Highlights

Market and Dividend Information for 2007

In 2007, four quarterly dividends totaling $3.03 were paid. $0.74 per 
share was paid on January 31, April 30, and July 31, and $0.81 per 
share was paid October 31. These dividends were paid to shareholders 
of record on January 1, April 1, July 1, and October 1. In addition, a 
dividend of $0.81 per share was declared on January 2, 2008, payable 
on January 31, 2008, to shareholders of record as of January 1, 2008.

Stock in Kish Bancorp, Inc. is not actively traded on a national securities 
exchange. During 2007, trades occurred in the local over-the-counter 
market. To the extent of management’s knowledge, sale prices ranged 
from $75.55 to $90.00 per share. At year-end, a bid price of $76.50 per 
share was available.

At December 31, 2007 and December 31, 2006 there were 416 
shareholders of record.

The following firms are market makers in the Corporation’s stock:
Ferris, Baker Watts, Inc., 100 Light Street, Baltimore, MD 21202 

877-840-0012
Hill Thompson Magid and Co., Inc., 15 Exchange Place Suite 800, 

Jersey City, NJ 07302 866-291-6316

Vision Statement
Our vision is to be the standard by which financial service providers are judged.

Mission Statement
Our mission is to create superior, long-term shareholder returns through an unwavering focus on 
fulfilling clients financial needs. 

Consolidated Balance Sheet 
December 31, 2007 and 2006
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2007 2006
INTEREST AND DIVIDEND INCOME

Interest and fees on loans:
   Taxable $ 20,742,547 $ 19,341,751
   Exempt from federal income tax 695,902        669,555
Interest and dividends on investment securities:
   Taxable 2,518,723    2,096,421
   Exempt from federal income tax 1,502,153    1,492,274
Interest-bearing deposits with other institutions 154,074        170,170
Other dividend income 329,295        361,483

    Total interest and dividend income 25,942,694  24,131,654

INTEREST EXPENSE
Deposits 10,375,121  8,812,941
Short-term borrowings 548,969        495,355
Other borrowings 2,911,327    2,992,926

    Total interest expense 13,835,417  12,301,222

NET INTEREST INCOME 12,107,277  11,830,432
Provision for loan losses 178,000        348,000

NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSES 11,929,277  11,482,432

NONINTEREST INCOME
 Service fees on deposit accounts 1,350,040    1,405,801

Trading securities gains, net 107,978        -
Investment securities gains, net 57,077          436,518
Gain on sale of loans, net 440,296        244,056
Earnings on bank owned life insurance 331,248        306,008
Insurance commissions 805,773        822,475
Travel agency commissions 286,586        351,854
Other 1,060,124    1,051,737

    Total noninterest income 4,439,122    4,618,449

NONINTEREST EXPENSE
 Salaries and employee benefits 6,510,586    6,274,935

Occupancy and equipment 1,337,390    1,383,086
Data processing 1,160,384    990,907
Professional fees 131,450        139,366
Advertising 209,991        189,419

 Other 2,192,424    2,379,448
    Total noninterest expense 11,542,225  11,357,161

Income before income taxes 4,826,174    4,743,720
Income taxes 892,592        895,269

NET INCOME $ 3,933,582 $ 3,848,451

EARNINGS PER SHARE
Basic $ 7.37 $ 6.94
Diluted 7.35              6.90

See accompanying notes to the consolidated financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A summary of the significant accounting and reporting policies applied in the presentation of the accompanying 
consolidated financial statements follows:  

Nature of Operations and Basis of Presentation 

Kish Bancorp, Inc. (the “Company”) is a diversified financial services organization whose principal activity is the 
ownership and management of its wholly owned subsidiaries, Kishacoquillas Valley National Bank (the “Bank”), 
Kish Travel Services, Inc., and the Bank’s wholly owned subsidiary, Kish Agency, Inc.  The Company generates 
commercial and agricultural, commercial mortgage, residential real estate, and consumer loans and deposit services 
to its customers located primarily in central Pennsylvania and the surrounding areas.  The Bank operates under a 
national bank charter and provides full banking services.  Deposits are insured by the Federal Deposit Insurance 
Corporation (“FDIC”) to the extent provided by law.  Kish Agency, Inc. provides insurance products and services 
and is a wholly owned subsidiary.  Kish Travel Services, Inc. is a Pennsylvania business established to provide 
travel services to its customers.   

The consolidated financial statements include the accounts of Kish Bancorp, Inc., and its wholly owned 
subsidiaries, Kishacoquillas Valley National Bank and Kish Travel Services, Inc., after elimination of all material 
intercompany transactions and balances. 

The accounting principles followed by the Company and the methods of applying these principles conform to U.S. 
generally accepted accounting principles and to general practice within the banking industry.  Management is 
required to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities as of the consolidated balance sheet date and revenues and expenses for that 
period.  Actual results could differ from those estimates. 

Investment Securities 

Investment securities are classified at the time of purchase, based on management’s intention and ability, as 
securities held to maturity, available for sale, or trading.  Debt securities acquired with the intent and ability to hold 
to maturity are stated at cost, adjusted for amortization of premium and accretion of discount, which are computed 
using the interest method and recognized as adjustments of interest income.  Certain other debt securities have been 
classified as available for sale to serve principally as a source of liquidity.  Unrealized holding gains and losses for 
available-for-sale securities are reported as a separate component of stockholders’ equity, net of tax, until realized.  
Realized security gains and losses are computed using the specific identification method for debt securities and the 
average cost method for marketable equity securities.  Debt and equity securities that are bought and held 
principally for the purpose of selling them in the near term are classified as trading securities and reported at fair 
value, with unrealized gains and losses included in current earnings.  Realized securities gains and losses are 
computed using the specific identification method.  Interest and dividends on investment securities are recognized 
as income when earned. 

Common stock of the Federal Home Loan Bank of Pittsburgh (“FHLB”) and Federal Reserve Bank represents 
ownership in institutions that are wholly owned by other financial institutions.  These equity securities are 
accounted for at cost and are shown separately on the Consolidated Balance Sheet. 

2007 2006
OPERATING ACTIVITIES
     Net income $ 3,933,582    $ 3,848,451      
     Adjustments to reconcile net income to 
       net cash provided by operating activities:

Provision for loan losses 178,000       348,000         
Investment securities gains, net (57,077) (436,518)        
Net change in investment securities held for trading 4,539,833    -                 
Proceeds from sale of loans held for sale 11,540,131  8,140,353      
Origination of loans held for sale (11,316,785) (8,077,347)     
Gain on sales of loans, net (440,296) (244,056)        
Depreciation, amortization and accretion 808,538       959,393         
Deferred income taxes (111,701) (16,688)          
Decrease (increase) in accrued interest receivable (518,171)      39,097           
Increase in accrued interest payable 210,211       184,097         
Earnings on bank-owned life insurance (331,248) (306,008)        
Other, net (509,370) (218,880)        

                  Net cash provided by operating activities 7,925,647    4,219,894      

INVESTING ACTIVITIES
     Maturities of certificates of deposit 2,000,000    1,700,000      

Purchase of certificates of deposit (3,198,979)   -                 
     Investment securities available for sale:
              Proceeds from sale of investments 1,830,284    15,980,517    
              Proceeds from repayments and maturities 2,526,241    5,623,864      
              Purchases (28,021,683) (5,161,670)     

Investment securities held to maturity:
    Proceeds from repayments and maturities -               250,000         

     Increase in loans, net (18,284,810) (20,493,222)   
Purchase of regulatory stock (2,773,600) (985,600)        
Redemption of regulatory stock 2,222,100    1,283,100      

     Proceeds from sale of other real estate owned -               325,360         
     Purchases of premises and equipment (323,474) (480,004)        

Sale of premises and equipment 34,189         49,972           
                Net cash used for investing activities (43,989,732) (1,907,683)     

FINANCING ACTIVITIES
     Increase in deposits, net 12,335,399  18,761,227    
     Increase (decrease) in short-term borrowings, net 15,687,230 (6,019,983)     
     Proceeds from other borrowings 23,727,700  2,762,500      
     Repayments of other borrowings (11,782,603) (15,742,849)   
     Purchases of treasury stock (2,335,594) (1,228,510)     

Proceeds from sale of treasury stock 71,392         15,554           
Exercise of stock options 157,207       210,377         

     Cash dividends (1,629,120) (1,527,571)     
                Net cash provided by (used for) financing activities 36,231,611 (2,769,255)     

                Increase (decrease) in cash and cash equivalents 167,526 (457,044)        

CASH AND CASH EQUIVALENTS
   AT BEGINNING OF YEAR 8,261,941    8,718,985      

CASH AND CASH EQUIVALENTS
   AT END OF YEAR $ 8,429,467    $ 8,261,941      

SUPPLEMENTAL INFORMATION
Cash paid during the year for:

Interest on deposits and borrowings $ 13,625,206  $ 12,117,125    
Income taxes 840,000       740,000         

See accompanying notes to consolidated financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Loans

Loans are stated at the principal amount outstanding, net of any unearned income, deferred loan fees, and the 
allowance for loan losses.  Interest on consumer loans is credited to operations over the term of each loan using a 
method that approximates a level yield or the simple interest method.  Interest income on mortgage loans is 
accrued on the amortized balance.  Interest income on other loans is accrued on the principal amount outstanding.  
Loan fees that represent an adjustment to interest yield are deferred and amortized over the life of the loan.  Loans 
on which the accrual of interest has been discontinued are designated as nonaccrual loans. Accrual of interest on 
loans is generally discontinued when it is determined that a reasonable doubt exists as to the collectibility of 
additional interest.  When a loan is placed on nonaccrual status, unpaid interest is charged against income.  
Payments received on nonaccrual loans are either applied to principal or reported as interest income according to 
management’s judgment as to the collectibility of principal.  Loans are returned to accrual status when past due 
interest is collected and the collection of principal is probable. 

Allowance for Loan Losses 

The allowance for loan losses represents the amount which management estimates is adequate to provide for 
probable losses inherent in its loan portfolio, as of the balance sheet date.  The allowance method is used in 
providing for loan losses.  Accordingly, all loan losses are charged to the allowance, and all recoveries are credited 
to it.  The allowance for loan losses is established through a provision for loan losses charged to operations.  The 
provision for loan losses is based on management’s periodic evaluation of individual loans, economic factors, past 
loan loss experience, changes in the composition and volume of the portfolio, and other relevant factors.  The 
estimates used in determining the adequacy of the allowance for loan losses, including the amounts and timing of 
future cash flows expected on impaired loans, are particularly susceptible to change in the near term. 

Impaired loans are commercial and commercial real estate loans for which it is probable the Company will not be 
able to collect all amounts due according to the contractual terms of the loan agreement.  The Company 
individually evaluates such loans for impairment and does not aggregate loans by major risk classifications.  The 
definition of “impaired loans” is not the same as the definition of “nonaccrual loans,” although the two categories 
overlap.  The Company may choose to place a loan on nonaccrual status due to payment delinquency or uncertain 
collectibility, while not classifying the loan as impaired, provided the loan is not a commercial or commercial real 
estate classification.  Factors considered by management in determining impairment include payment status and 
collateral value.  The amount of impairment for these types of loans is determined by the difference between the 
present value of the expected cash flows related to the loan using the original interest rate and its recorded value, or 
as a practical expedient in the case of collateralized loans, the difference between the fair value of the collateral and 
the recorded amount of the loans.  When foreclosure is probable, impairment is measured based on the fair value of 
the collateral. 

Mortgage loans secured by one-to-four family properties and all consumer loans are large groups of smaller-
balance homogenous loans and are measured for impairment collectively.  Loans that experience insignificant 
payment delays, which are defined as 90 days or less, generally are not classified as impaired.  Management 
determines the significance of payment delays on a case-by-case basis taking into consideration all circumstances 
concerning the loan, the creditworthiness and payment history of the borrower, the length of the payment delay, 
and the amount of shortfall in relation to the principal and interest owed. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)  

Premises and Equipment 

Premises and equipment are stated at cost, less accumulated depreciation.  Depreciation is principally computed on 
the straight-line method over the estimated useful lives of the related assets, which range from 3 to 7 years for 
furniture, fixtures, and equipment and 31 to 39½ years for building premises and leasehold improvements. 
Expenditures for maintenance and repairs are charged against income as incurred.  Costs of major additions and 
improvements are capitalized. 

Intangible Assets

Intangible assets include core deposit intangibles.  The core deposit intangibles are being amortized over a ten-year 
life on a straight-line basis. The recoverability of the carrying value of intangible assets is evaluated on an ongoing 
basis and permanent declines in value, if any, are charged to expense. 

Goodwill

The Company accounts for goodwill in accordance with Statement of Financial Accounting Standards (“FAS”) No. 
142, Goodwill and Other Intangible Assets.  This statement, among other things, requires a two-step process for 
testing the impairment of goodwill on at least an annual basis.  This approach could cause more volatility in the 
Company’s reported net income because impairment losses, if any, could occur irregularly and in varying amounts.  
The Company performs an annual impairment analysis of goodwill.  Based on the fair value of the reporting unit, 
estimated using the expected present value of future cash flows, no impairment of goodwill was recognized in 2007 
and 2006. 

Bank-Owned Life Insurance (BOLI)

The Company purchased life insurance policies on certain key employees.  BOLI is recorded at its cash surrender 
value, or the amount that can be realized. 

Real Estate Owned

Real estate acquired by foreclosure is included with other assets on the Consolidated Balance Sheet at the lower of 
the recorded investment in the property or its fair value minus estimated costs of sale.  Prior to foreclosure, the 
value of the underlying collateral is written down by a charge to the allowance for loan losses if necessary.  Any 
subsequent write-downs are charged against operating expenses.  Operating expenses of such properties, net of 
related income and losses on their disposition, are included in other expense. 

Treasury Stock

Treasury stock is carried at cost.  Sales are determined by the first-in, first-out method. 

Advertising Costs

Advertising costs are expensed as the costs are incurred. 

Kish Bancorp, Inc.
Notes to Consolidated Financial Statements
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes

The Company and its subsidiaries file a consolidated federal income tax return.  Deferred tax assets and liabilities 
are reflected at currently enacted income tax rates applicable to the period in which the deferred tax assets or 
liabilities are expected to be realized or settled.  As changes in tax laws or rates are enacted, deferred tax assets and 
liabilities are adjusted through the provision for income taxes. 

Earnings Per Share 

The Company provides dual presentation of basic and diluted earnings per share.  Basic earnings per share are 
calculated utilizing net income as reported in the numerator and average shares outstanding in the denominator. 
The computation of diluted earnings per share differs in that the dilutive effects of any stock options, warrants, and 
convertible securities are adjusted in the denominator. 

Fair Value

Effective January 1, 2007, the Company determines the fair market values of its financial instruments based on the 
fair value hierarchy established in FAS No. 157, Fair Value Measurements, which requires an entity to maximize 
the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The standard 
describes three levels of inputs that may be used to measure fair value. The Company carries trading securities at 
fair value in accordance with FAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities,
using Level 2 measurement criteria.  

Level 1  Quoted prices in active markets for identical assets or liabilities. Level 1 assets and liabilities 
include debt and equity securities that are traded in an active exchange market. 

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; 
quoted prices in markets that are not active; or other inputs that are observable or can be 
corroborated by observable market data for substantially the full term of the assets or liabilities 

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant to 
the fair value of the assets or liabilities.  Level 3 assets and liabilities include financial instruments 
whose value is determined using pricing models, discounted cash flow methodologies, or similar 
techniques, as well as instruments for which the determination of fair value requires significant 
management judgment or estimation.  

For more information on the fair value of the Company’s financial instruments see Note 17 – Fair Value 
Disclosures.  

Stock Options

During the year ended December 31, 2005, the Company accelerated their vesting and all shares outstanding 
became fully vested.  Options granted subsequent to December 31, 2005, vest at a rate of one third per year for 
three years.  As of December 31, 2007, the Company recorded compensation expense of $2,094 related to share-
based compensation awards.  No compensation expense related to share-based compensation awards was recorded 
during the year-ended December 31, 2006.  At December 31, 2007, there was approximately $12,256 in 
unrecognized compensation cost related to unvested share-based compensation awards granted.  That cost is 
expected to be recognized over the next two years. 

FAS 123R requires that the cash flows from the tax benefits resulting from tax deductions in excess of the 
compensation cost recognized for stock-based awards (excess tax benefits) be classified as financing cash flows.  
Accordingly, $36,019 and $14,736 excess tax benefits have been classified as a financing cash inflow for the years 
ended December 31, 2007 and 2006, in the Consolidated Statements of Cash Flows.  
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Stock Options (Continued) 

For purposes of computing stock compensation expense, the Company estimated the fair values of stock options 
using the Black-Scholes option-pricing model.  The model requires the use of subjective assumptions that can 
materially affect fair value estimates.  The fair value of each option is amortized into compensation expense on a 
straight-line basis between the grant date for the option and each vesting date.  The fair value of each stock option 
granted was estimated using the following weighted-average assumptions: 

Expected
Grant Dividend Risk-Free Expected Expected 

Yield Interest Rate Volatility Life (in years)
2007 3.09         % 4.80                   % 10.40      % 9.11               

Year

The weighted-average fair value of each stock option granted for 2007 was $13.40. The total intrinsic value of 
options exercised during the years ended December 31, 2007 and 2006, was $10,465 and $9,180, respectively. 

Mortgage Servicing Rights (“MSRs”)

The Company has agreements for the express purpose of selling loans in the secondary market.  The Company 
maintains servicing rights for most of these loans.  Originated MSRs are recorded by allocating total costs incurred 
between the loan and servicing rights based on their relative fair values.  MSRs are amortized in proportion to the 
estimated servicing income over the estimated life of the servicing portfolio.  MSRs are a component of other 
assets on the Consolidated Balance Sheet.  Gains and losses on sales of loans are recognized at settlement dates and 
are determined by the difference between the sales proceeds and the carrying value of the loans.  All sales are made 
with limited recourse. 

Cash Flow Information 

The Company has defined cash and cash equivalents as those amounts included in the balance sheet captions “Cash 
and due from banks” and “Interest-bearing deposits with other institutions” that have original maturities of less 
than 90 days. 

Reclassification of Comparative Amounts 

Certain items previously reported have been reclassified to conform to the current year’s format. Such 
reclassifications did not affect net income or stockholders’ equity.  

2. ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS 

Effective January 1, 2007, the Company adopted Statement of Financial Accounting Standards No. 157, Fair 
Value Measurements (FAS No. 157), and FAS No. 159, The Fair Value Option for Financial Assets and Financial 
Liabilities.  FAS No. 157 defines fair value, establishes a framework for measuring fair value under U.S. generally 
accepted accounting principles and enhances disclosures about fair value measurements. Fair value is defined 
under FAS No. 157 as the exchange price that would be received for an asset or paid to transfer a liability (an exit 
price) in the principal or most advantageous market for the asset or liability in an orderly transaction between 
market participants on the measurement date. FAS No. 159 allows an entity the irrevocable option to elect fair 
value for the initial and subsequent measurement for certain financial assets and liabilities on a contract-by-
contract basis. The impact of adopting FAS No. 159 reduced the beginning balance of retained earnings as of 
January 1, 2007 by $591,279, net-of-tax. Subsequent changes in fair value of these financial assets and liabilities 
are recognized in earnings when they occur. For additional information on the fair value of certain financial assets 
and liabilities, see the Fair Value section of this note and Note 17 – Fair Value Disclosures.  
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3. EARNINGS PER SHARE 

There are no convertible securities that would affect the numerator in calculating basic and diluted earnings per 
share; therefore, net income as presented on the Consolidated Statement of Income will be used as the numerator.  
The following table sets forth the composition of the weighted-average common shares (denominator) used in the 
basic and diluted earnings per share computation.  

2007 2006

Weighted-average common shares outstanding 610,000      610,000
Average treasury stock shares (75,610) (55,329)
Average unearned nonvested RSP shares (938)            -                 

Weighted-average common shares and
  common stock equivalents used to 
  calculate basic earnings per share 533,452      554,671

Additional common stock equivalents 
(stock options) used to calculate 

  diluted earnings per share 1,464          2,913

Weighted-average common shares and 
  common stock equivalents used
  to calculate diluted earnings per share 534,916      557,584

Options to purchase 44,919 shares of common stock at a price of $79.00 to $96.75, as of December 31, 2007 and 
2006, and 1,259 shares of restricted stock ranging in price from $87.43 to $93.00, were not included in the 
computation of diluted earnings per share.  Options to purchase 2,618 shares of common stock at a price of $96.75 
as of December 31, 2006, were not included in the computation of diluted earnings per share.  To include these 
shares would have been antidilutive. 

4. TRADING SECURITIES 

Year-end trading securities, at estimated fair value, were as follows: 

2007
Held for Trading
U.S. government agency
     securities $ 16,996,710
Corporate securities 1,424,261

                  Total $ 18,420,971

The net gain on trading securities, which includes amounts realized from sale transactions and mark to market 
adjustments, totaled $107,978 as of December 31, 2007. 
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5. INVESTMENT SECURITIES 

The amortized cost and fair value of investment securities are as follows:  

Gross Gross  
Amortized Unrealized Unrealized  Fair

Cost Gains Losses Value
Available for Sale
U.S. government agency
     securities $ 6,444,199       $ 50,318          $ (7,052)           $ 6,487,465
Obligations of state and 

political subdivisions 42,912,251     308,918 (219,208)       43,001,961
Corporate securities 16,989,386     57,405 (369,440)       16,677,351
Mortgage-backed securities 15,830,406     218,075 (5,544)           16,042,937
    Total debt securities 82,176,242     634,716 (601,244)       82,209,714
Equity securities 2,832,524       325,572 (282,987)       2,875,109

                  Total $ 85,008,766     $ 960,288        $ (884,231)       $ 85,084,823

2007

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
Held to Maturity

Corporate securities $ 250,000          $ -                $ (500)              $ 249,500

2007

Gross Gross  
Amortized Unrealized Unrealized  Fair

Cost Gains Losses Value
Available for Sale
U.S. government agency
     securities $ 10,131,332     $ 141               $ (213,527)       $ 9,917,946
Obligations of state and 

political subdivisions 38,259,176     124,639 (544,251)       37,839,564
Corporate securities 21,931,623     46,141 (586,414)       21,391,350
Mortgage-backed securities 12,176,263     11,319 (383,897)       11,803,685
    Total debt securities 82,498,394     182,240 (1,728,089)    80,952,545
Equity securities 2,661,607       278,286 (136,623)       2,803,270

                  Total $ 85,160,001     $ 460,526        $ (1,864,712)    $ 83,755,815

2006

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
Held to Maturity

Corporate securities $ 250,000          $ 3,125            $ -                $ 253,125

2006

Kish Bancorp, Inc.
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5. INVESTMENT SECURITIES (Continued) 

The following table shows the Company’s gross unrealized losses and fair value, aggregated by investment 
category and length of time that the individual securities have been in a continuous unrealized loss position, at 
December 31, 2007 and 2006. 

Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

U.S. government agency
  securities $ -               $ -         $ 2,242,970    $ (7,052) $ 2,242,970     $ (7,052)
Obligations of states and
  political subdivisions 468,906       (3,337)    19,161,455  (215,871)    19,630,361   (219,208)
Corporate securities 2,512,850    (104,249) 10,435,946  (265,691)    12,948,796   (369,940)
Mortgage-backed securities -               -         985,064       (5,544)        985,064        (5,544)

Total debt securities 2,981,756    (107,586)  32,825,435    (494,158)      35,807,191   (601,744)
Equity securities 743,075       (138,951)  483,258         (144,036)      1,226,333     (282,987)

Total $ 3,724,831    $ (246,537)  $ 33,308,693    $ (638,194)      $ 37,033,524   $ (884,731)

2007
Less than Twelve Months Twelve Months or Greater Total

Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

U.S. government agency
  securities $ -               $ -         $ 9,867,804    $ (213,527) $ 9,867,804     $ (213,527)
Obligations of states and
  political subdivisions 1,876,128    (2,757)    25,032,019  (541,494)    26,908,147   (544,251)
Corporate securities 1,294,857    (11,357)  18,552,391  (575,057)    19,847,248   (586,414)
Mortgage-backed securities -               -         10,667,973  (383,897)    10,667,973   (383,897)

Total debt securities 3,170,985    (14,114)    64,120,187    (1,713,975)   67,291,172   (1,728,089)
Equity securities 742,118       (60,202)    564,808         (76,421)        1,306,926     (136,623)

Total $ 3,913,103    $ (74,316)    $ 64,684,995    $ (1,790,396)   $ 68,598,098   $ (1,864,712)

2006
Less than Twelve Months Twelve Months or Greater Total

The policy of the Company is to recognize an other-than-temporary impairment of securities where the fair value 
has been significantly below cost for three consecutive quarters.  For fixed maturity investments with unrealized 
losses due to interest rates where the Company has the positive intent and ability to hold the investment for a 
period of time sufficient to allow a market recovery, declines in value below cost are not assumed to be other than 
temporary.  There are 119 positions that are temporarily impaired at December 31, 2007.  The Company reviews 
its position quarterly and has asserted that at December 31, 2007 and 2006, the declines outlined in the above table 
represent temporary declines and the Company does have the intent and ability to hold those securities to maturity 
or to allow a market recovery.   

The Company has concluded that any impairment of its investment securities portfolio is not other than temporary 
but is the result of interest rate changes, sector credit changes, or Company-specific rating changes that are not 
expected to result in the noncollection of principal and interest during the period.  The Company recorded a 
$94,389 and $12,660 impairment loss as of December 31, 2007 and 2006, respectively. 
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5. INVESTMENT SECURITIES (Continued) 

The amortized cost and estimated market values of debt securities at December 31, 2007, by contractual maturity, 
are shown below.  Expected maturities of mortgage-backed securities will differ from contractual maturities 
because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties (in 
thousands): 

Amortized Fair Amortized Fair
Cost Value Cost Value

Due in one year or less $ 8,350,602     $ 8,318,511     $ -              $ -             
Due after one year through five years 10,526,708   10,551,683   -              -             
Due after five years through ten years 36,662,910   36,620,514   -              -             
Due after ten years 26,636,022   26,719,006   250,000      249,500
                  Total $ 82,176,242   $ 82,209,714   $ 250,000      $ 249,500

Available for Sale Held to Maturity

Investment securities with a carrying value of $51,948,809 and $42,865,229 at December 31, 2007 and 2006, 
respectively, were pledged to secure deposits and other purposes as required by law.  

The following is a summary of proceeds received, gross gains, and gross losses realized on the sale of investment 
securities available for sale for the years ended December 31:   

2007 2006
Proceeds from sales $ 1,830,284      $ 15,980,517
Gross gains 209,176         801,368
Gross losses (57,710)          (352,190)
Other-than-temporary loss (94,389)          (12,660)

6. LOANS 

Major classifications of loans are summarized as follows: 

2007 2006
Commercial and agricultural $ 69,590,633    $ 67,919,324
Real estate mortgages:
   Residential 117,763,660  110,629,456
   Construction 17,416,069    11,944,586
   Commercial 95,831,584    91,197,957
Installment 6,516,975      6,971,623
Lines of credit 1,610,712      1,921,740

308,729,633  290,584,686
Less allowance for loan losses 3,000,861      2,962,724

           Net loans $ 305,728,772  $ 287,621,962

Mortgage loans serviced by the Company for others amounted to $67,939,878 and $63,641,020 at December 31, 
2007 and 2006, respectively.  
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6. LOANS (Continued) 

Changes in the allowance for loan losses for the years ended December 31 are as follows: 

2007 2006

Balance, January 1 $ 2,962,724       $ 2,708,332
Add:
     Provisions charged to operations 178,000          348,000
     Recoveries 61,692            32,626
Less loans charged off (201,555)         (126,234)

Balance, December 31 $ 3,000,861       $ 2,962,724

The Company had nonaccrual loans, inclusive of impaired loans, of $2,359,773 and $2,767,507 at December 31, 
2007 and 2006, respectively.  Interest income on loans would have increased by approximately $90,060 and 
$24,920 during 2007 and 2006, respectively, if these loans had performed in accordance with their original terms. 

2007 2006
Impaired loans
   With a related allowance for loan losses $ 2,185,684       $ 3,182,462
   Without a related allowance for loan losses 96,336            257,781
Related allowance for loan losses 779,000          1,109,000
Average recorded balance of impaired loans 2,646,006       2,453,057
Interest income recognized on impaired loans 151,546          203,698

The Company grants residential, commercial, and consumer loans to customers throughout its trade area that is 
concentrated in central Pennsylvania.  Such loans are subject to, at origination, credit risk assessment by 
management following the Company’s lending policy.  Although the Company has a diversified loan portfolio at 
December 31, 2007 and 2006, a substantial portion of its debtors’ ability to honor their loan agreements is 
dependent upon the economic stability of its immediate trade area.  

In the normal course of business, loans are extended to directors, executive officers, and their associates.  A 
summary of loan activity for those directors, executive officers, and their associates with loan balances in excess of 
$120,000 for the year ended December 31, 2007, is as follows: 

Amounts
2006 Additions Collected 2007

$ 4,726,335       $ 4,740,538    $ 4,633,055     $ 4,833,818      
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7. PREMISES AND EQUIPMENT  

Major classifications of premises and equipment are summarized as follows:  

2007 2006

Land and land improvements $ 793,458          $ 793,458
Building and leasehold improvements 8,948,859       8,854,386
Furniture, fixtures, and equipment 3,424,305       3,264,472

13,166,622     12,912,316
Less accumulated depreciation 4,837,293       4,298,607

          Total $ 8,329,329       $ 8,613,709

Depreciation and amortization charged to operations was $573,429 in 2007 and $615,972 in 2006. 

8. INTANGIBLE ASSETS  

A summary of intangible assets is as follows:  

Gross 
Carrying Accumulated Net Carrying
Amount Amortization Amount

Balance at December 31, 2005 $ 401,676        $ (324,756)        $ 76,920
  Amortization expense -                (40,176)          (40,176)

Balance at December 31, 2006 $ 401,676          $ (364,932)         $ 36,744
  Amortization expense -                (36,744)          (36,744)

Balance at December 31, 2007 $ 401,676        $ (401,676)        $ -              

The net intangible asset balance was fully amortized during the year ending December 31, 2007. 

9. GOODWILL

As of each of the years ended December 31, 2007 and 2006, goodwill had a gross carrying amount of $2,326,091 
and an accumulated amortization amount of $614,013, resulting in a net carrying amount of $1,712,078 for each 
year.  There was no amortization expense for 2007 and 2006. 

The gross carrying amount of goodwill was tested for impairment in the third quarter, after the annual forecasting 
process.  Due to an increase in overall earning asset growth, operating profits and cash flows were greater than 
expected.  Based on fair value of the reporting unit, estimated using the expected present value of future cash 
flows, no goodwill impairment loss was recognized in the current year. 
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10. DEPOSITS

The scheduled maturities of time deposits approximate the following: 

Year Ending
December 31, Amount

2008 $ 126,461,484
2009 18,660,520
2010 9,374,306
2011 4,017,096
2012 7,785,310

Thereafter 3,198,576

$ 169,497,292

The aggregate amount of time certificates of deposit with a minimum denomination of $100,000 and individual 
retirement accounts with a minimum denomination of $250,000 was $43,767,881 and $570,543, respectively, at 
December 31, 2007.  Time certificates of deposit in excess of $100,000 and individual retirement accounts in 
excess of $250,000 are not federally insured. 

Maturities on time deposits of $100,000 or more at December 31, 2007 are as follows:  

Within three months $ 27,028,165
Beyond three but within six months 13,139,333
Beyond six but within twelve months 4,937,074
Beyond one year 9,422,645

          Total $ 54,527,217

11. SHORT-TERM BORROWINGS 

Short-term borrowings include overnight repurchase agreements through the FHLB, Federal Funds Sold, 
repurchase agreement with customers, and a $7,500,000 unsecured line of credit with a commercial bank.  The 
outstanding balances and related information for short-term borrowings are summarized as follows: 

2007  2006

Balance at year-end $ 22,442,247   $ 6,755,017
Average balance outstanding 9,955,846     8,834,545
Maximum month-end balance 22,442,247   13,160,095
Weighted-average rate at year-end 4.54% 5.89%
Weighted-average rate during the year 5.51% 5.61%
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12. OTHER BORROWINGS

The following table sets forth information concerning other borrowings: 

Weighted-
average

Description from to interest rate from to 2007 2006

Adjustable rate 05/20/08 - 4.45 % 4.45 % - % $ 1,500,000     $ 1,500,000
Convertible 07/06/10 08/22/12 5.17 4.19 6.87 15,000,000   15,000,000
Fixed rate 01/05/08 11/14/17 4.79 3.59 7.48 32,501,646   21,523,946
Fixed rate amortizing 06/12/17 06/26/18 5.47 5.13 6.53 1,419,733     1,527,336
Mid-term repos 08/03/09 12/27/10 4.74 4.01 5.12 9,016,500     7,941,500
Note payable 03/17/35 11/23/35 6.32 6.11 6.52 6,186,000     6,186,000

$ 65,623,879   $ 53,678,782

Stated interest
Maturity range rate range At December 31,

Maturities of other borrowings at December 31, 2007, are summarized as follows: 

Year Ending Weighted-
December 31, Amount Average Rate

2008 $ 8,833,920     4.59 %
2009 8,766,500     4.51
2010 11,708,315   5.86
2011 9,232,300     4.64
2012 16,840,261   4.70

2013 and after 10,242,583   5.74

$ 65,623,879   5.02 %

Under the terms of the adjustable rate borrowing, the FHLB adjusts the interest rate weekly based on the published 
Federal Funds rate.  The terms of the convertible borrowings allow the FHLB to convert the interest rate to an 
adjustable rate based on the three-month London Interbank Offered Rate (“LIBOR”) after two years from the 
original date of the advance.  These initial conversion dates range from July 2002 through August 2009.  The fixed 
rate amortizing borrowings require monthly payments of principal and interest of $11,964 through June 2017 and 
$3,737 through June 2018. 

Borrowing capacity consists of credit arrangements with the FHLB.  FHLB borrowings are subject to annual 
renewal, incur no service charges, and are secured by a blanket security agreement on certain investment and 
mortgage-backed securities, outstanding residential mortgages, and the Bank’s investment in FHLB stock.  As of 
December 31, 2007, the Bank’s maximum borrowing capacity with the FHLB was approximately $146 million. 
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12. OTHER BORROWINGS (Continued)

In March 2005, the Company formed a special purpose entity (“Entity”) to issue $3,093,000 of fixed/floating rate 
subordinated debt securities with a stated maturity of March 17, 2035.  These securities bear a fixed rate of 6.52 
percent until March 2010, at which time the rate is determined quarterly and floats based on three-month LIBOR 
plus 2.00 percent.  The Entity may redeem them, in whole or in part, at face value on or after March 17, 2010.  The 
Company borrowed the proceeds from the Entity in March 2005 in the form of a $3,093,000 note payable, which is 
included in the liabilities section of the Company’s balance sheet.  

In September 2005, the Company formed an additional special purpose entity to issue $3,093,000 of fixed/floating 
rate subordinated debt securities with a stated maturity of November 23, 2035.  These securities bear a fixed rate of 
6.11 percent until November 2015, at which time the rate is determined quarterly and floats based on three-month 
LIBOR plus 1.50 percent.  The Entity may redeem them, in whole or in part, at face value on or after  
November 23, 2010.  The Company borrowed the proceeds from the Entity in September 2005 in the form of a 
$3,093,000 note payable, which is included in the liabilities section of the Company’s balance sheet. 

Under current accounting rules, the Company’s minority interest in the Entity was recorded at the initial 
investment amount and is included in the other assets section of the balance sheet.  The Entity is not consolidated 
as part of the Company’s consolidated financial statements.   

13. INCOME TAXES 

The provision for federal income taxes consists of:  

The tax effects of deductible and taxable temporary differences that give rise to significant portions of the deferred 
tax assets and deferred tax liabilities are as follows:  

2007 2006

Deferred tax assets:
Allowance for loan losses $ 1,020,293     $ 1,007,326
Deferred compensation 325,690         355,318
Core deposit intangible assets 54,420           51,029
Alternative minimum tax carryforward 253,833         145,528
Unrealized loss on available-for-sale securities -                 479,633
Other 239,389         150,561
         Deferred tax assets 1,893,625     2,189,395

Deferred tax liabilities:
Premises and equipment 135,249         140,515
Goodwill 303,870         253,225
Deferred loan fees 169,170         163,125
Partnerships 65,610           44,872
unrealized gain on available-for-sale securities 23,347           -                 
         Deferred tax liabilities 697,246         601,737

         Net deferred tax assets $ 1,196,379     $ 1,587,658

2007 2006

Current payable $ 1,004,293     $ 911,957
Deferred (111,701) (16,688)

          Total provision $ 892,592        $ 895,269
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13. INCOME TAXES (Continued) 

No valuation allowance was established at December 31, 2007 and 2006, in view of the Company’s ability to 
carryback to taxes paid in previous years and certain tax strategies, coupled with the anticipated future taxable 
income as evidenced by the Company’s earnings potential. 

The reconciliation between the federal statutory rate and the Bank’s effective consolidated income tax rate is as 
follows:  

% of % of
Pretax Pretax

Amount Income Amount Income

Provision at statutory
   rate $ 1,640,899       34.0       % $ 1,612,865   34.0       % 
Tax-exempt interest (747,339) (15.5) (735,022)     (15.5)
Life insurance income (105,219) (2.2) (98,141)       (2.1)
Other 104,251          2.2         115,567      2.5

Actual tax expense
  and effective rate $ 892,592          18.5 % $ 895,269      18.9 % 

2007 2006

The Company adopted the provisions of FIN No. 48, Accounting for Uncertainty in Income Taxes, an 
interpretation of FASB Statement 109, effective January 1, 2007. FIN No. 48 prescribes a recognition threshold and 
a measurement attribute for the financial statement recognition and measurement of a tax position taken or 
expected to be taken in a tax return. Benefits from tax positions should be recognized in the financial statements 
only when it is more likely than not that the tax position will be sustained upon examination by the appropriate 
taxing authority that would have full knowledge of all relevant information. A tax position that meets the more-
likely-than-not recognition threshold is measured at the largest amount of benefit that is greater than 50 percent 
likely of being realized upon ultimate settlement. Tax positions that previously failed to meet the more-likely-than-
not recognition threshold should be recognized in the first subsequent financial reporting period in which that 
threshold is met. Previously recognized tax positions that no longer meet the more-likely-than-not recognition 
threshold should be derecognized in the first subsequent financial reporting period in which that threshold is no 
longer met. FIN No. 48 also provides guidance on the accounting for and disclosure of unrecognized tax benefits, 
interest, and penalties. The adoption of FIN No. 48 did not have a significant impact on the Company’s financial 
statements. 

14. EMPLOYEE BENEFITS 

Savings Plan

The Bank maintains a qualified 401(k) salary reduction and profit sharing plan that covers substantially all 
employees.  Under the plan, employees make voluntary, pretax contributions to their accounts, and the Bank 
contributions to the plan are at the discretion of the Board of Directors.  Contributions by the Bank charged to 
operations were $199,070 and $192,420 for the years ended December 31, 2007 and 2006, respectively.  The fair 
value of plan assets includes $741,285 pertaining to the value of the Company’s common stock that is held by the 
plans. 

Deferred Compensation Plan

The Company has a nonqualified deferred compensation plan that allows directors to defer fees.  Outstanding 
balances under this arrangement for 2007 and 2006 were $957,912 and $1,045,052, respectively, and are reported 
as “other liabilities” on the Consolidated Balance Sheet.  Expenses related to this plan were $63,380 and $86,264 
for December 31, 2007 and 2006, respectively. 
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14. EMPLOYEE BENEFITS (Continued) 

Restricted Stock Plan

During 2007, the Board of Directors amended the 1988 Restricted Stock Plan (the “Plan”) to vest shares evenly 
over six years.  Employees and non-employee corporate directors are eligible to receive awards of restricted stock 
based upon performance related requirements.  Awards granted under the Plan are in the form of the Company’s 
common stock and are subject to certain vesting requirements including continuous employment or service with 
the Company.  The Company has authorized 12,000 shares of the Company’s common stock.  The Plan assists the 
Company in attracting, retaining and motivating employees and non-employee directors to make substantial 
contributions to the success of the Company and to increase the emphasis on the use of equity as a key component 
of compensation.  During 2007, 1,601 shares of restricted stock were awarded, 301 shares vested, and 126 shares 
were forfeited. 

Stock Option Plan

The Company has a fixed director and employee stock-based compensation plan.  The plan was amended on  
May 16, 2006, to approve an additional 100,000 shares, changing total options available to grand under the plan to 
190,000 shares of common stock.  The exercise price for the purchase of shares subject to a stock option may not 
be less than 100 percent of the fair market value of the shares covered by the option on the date of the grant.  The 
term of stock options will not exceed ten years from the date of grant.  Options granted subsequent to December 
31, 2005, are primarily vested evenly over a three-year period from the grant date. 

The following table presents share data related to the outstanding options: 

Weighted- Weighted-
average average
Exercise Exercise

2007 Price 2006 Price
Outstanding, January 1 59,903           $ 87.01          62,977          $ 86.66
Granted 1,070             88.98          950               93.93
Exercised (2,875)            42.15 (2,522)           77.49
Forfeited (8,632)            89.05 (1,502)           92.65
Outstanding, December 31 49,466           $ 89.30          59,903          $ 87.01
Exercisable at year-end 48,571           $ 89.30          59,903          $ 87.01
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14. EMPLOYEE BENEFITS (Continued) 

Stock Option Plan (Continued) 

The following table summarizes the characteristics of stock options at December 31, 2007: 

Contractual Average Average
Exercise Average Exercise Exercise

Price Shares Life Price Shares Price
12/23/98 62.50     1,600      0.97 62.50     1,600    62.50
01/27/00 76.00     2,947      2.08 76.00     2,947    76.00
01/11/01 79.00     3,778      3.03 79.00     3,778    79.00
01/24/02 90.00     5,682      4.06 90.00     5,682    90.00
02/21/02 91.00     8            4.14 91.00     8            91.00
02/27/03 90.00     4,524      5.16 90.00     4,524    90.00
08/01/03 90.00     1,110      5.58 90.00     1,110    90.00
09/02/03 90.00     2,222      5.67 90.00     2,222    90.00
12/29/03 91.25     3,292      6.00 91.25     3,292    91.25
03/16/04 91.25     3,700      6.21 91.25     3,700    91.25
05/26/04 94.00     734         6.40 94.00     734       94.00
06/30/04 96.75     2,618      6.50 96.75     2,618    96.75
01/05/05 93.00     8,493      7.01 93.00     8,493    93.00
02/03/05 93.00     380         7.09 93.00     380       93.00
02/09/05 93.00     26          7.11 93.00     26         93.00
02/10/05 95.00     100         7.11 95.00     100       95.00
02/24/05 96.00     42          7.15 96.00     42         96.00
03/29/05 96.00     3            7.24 96.00     3            96.00
04/26/05 96.00     441         7.32 96.00     441       96.00
07/08/05 96.00     333         7.52 96.00     333       96.00
12/08/05 95.00     1,770      7.94 95.00     1,770    95.00
12/10/05 95.25     3            7.94 95.25     3            95.25
12/16/05 95.00     150         7.96 95.00     150       95.00
12/22/05 95.00     4,440      7.98 95.00     4,440    95.00
01/25/07 88.00     545         9.07 88.00     -        88.00
02/23/07 90.00     525         9.15 90.00     175       90.00

49,466 48,571

Outstanding Exercisable

Grant Date

15. COMMITMENTS

In the normal course of business, there are outstanding commitments and contingent liabilities such as 
commitments to extend credit, financial guarantees, and letters of credit that are not reflected in the accompanying 
consolidated financial statements.  The Company does not anticipate any losses as a result of these transactions.  
These instruments involve, to varying degrees, elements of credit and interest rate risk in excess of the amount 
recognized in the Consolidated Balance Sheet.  The contract or notional amounts of those instruments reflect the 
extent of involvement the Company has in the particular classes of financial instruments that consisted of the 
following: 

2007  2006
Commitments to extend credit $ 61,745,048   $ 58,571,463
Standby letters of credit 5,323,999     5,368,175      
          Total $ 67,069,047     $ 63,939,638     
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15. COMMITMENTS (Continued) 

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition 
established in the contract.  Commitments generally have fixed expiration dates or other termination clauses and 
may require payment of a fee.  Since many of the commitments are expected to expire without being drawn upon, 
the total commitment amounts do not necessarily represent future cash requirements. 

Standby letters of credit represent conditional commitments issued by the Company to guarantee the performance 
of a customer to a third party.  These instruments are issued primarily to support bid or performance-related 
contracts.  The coverage period for these instruments is typically a one-year period with an annual renewal option 
subject to prior approval by management.  Fees earned from the issuance of these letters are recognized upon 
expiration of the commitment period.  For secured letters of credit, the collateral is typically Bank deposit 
instruments. 

The Bank has committed to various operating leases for their branch and office facilities.  Some of these leases 
include renewal options as well as specific provisions relating to rent increases.  The minimum annual rental 
commitments under these leases outstanding at December 31, 2007, are as follows: 

Minimum
Lease Payment

2008 $ 116,360
2009 105,680
2010 73,640
2011 73,640
2012 73,640
Thereafter 1,071,880

Total $ 1,514,840

Rent expense under leases for each of the years ended December 31, 2007 and 2006, was $117,997 and $104,801, 
respectively.

Contingent Liabilities

The Bank is involved in various legal actions from the normal course of business activities.  Management believes 
the liability, if any, arising from such actions will not have a material adverse effect on the Bank’s financial 
position. 

16. REGULATORY RESTRICTIONS  

Restriction on Cash and Due From Banks

The Bank is required to maintain reserve funds in cash or on deposit with the Federal Reserve Bank. The required 
reserve at December 31, 2007 and 2006, was $1,077,000 and $1,006,000, respectively. 

Loans

Federal law prevents the Company from borrowing from the Bank unless the loans are secured by specific 
obligations.  Further, such secured loans are limited in amount of 10 percent of the Bank’s common stock and 
capital surplus.  
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16. REGULATORY RESTRICTIONS (Continued) 

Dividends 

The approval of the Comptroller of the Currency is required before a national bank can pay any dividends up to the 
Company if the total of all dividends declared in any calendar year would exceed net profits, as defined for that 
year, combined with its retained net profits for the two preceding calendar years less any required transfers to 
surplus.  Under this formula, the amount available for payment of dividends in 2008, without prior approval of the 
Comptroller, is approximately $2.8 million plus net profits retained in 2008 up to the date of the dividend 
declaration. 

17. REGULATORY CAPITAL  

Federal regulations require the Company and the Bank to maintain minimum amounts of capital. Specifically, each 
is required to maintain certain minimum dollar amounts and ratios of Total and Tier I capital to risk-weighted 
assets and of Tier I capital to average total assets. 

In addition to the capital requirements, the Federal Deposit Insurance Corporation Improvement Act (“FDICIA”) 
established five capital categories ranging from “well capitalized” to “critically undercapitalized.”  Should any 
institution fail to meet the requirements to be considered “adequately capitalized,” it would become subject to a 
series of increasingly restrictive regulatory actions. 

As of December 31, 2007 and 2006, the FDIC categorized the Company and the Bank as well capitalized under the 
regulatory framework for prompt corrective action.  To be classified as a well capitalized financial institution, 
Total risk-based, Tier I risk-based, and Tier I Leverage capital ratios must be at least 10 percent, 6 percent, and 5 
percent, respectively. 

The Company’s actual capital ratios are presented in the following table that shows the Company met all 
regulatory capital requirements. 

Amount Ratio Amount Ratio
Total Capital
(to Risk-Weighted Assets)
Actual $ 37,654,044  10.41         % $ 37,908,526 11.12           %
For Capital Adequacy Purposes 28,937,988  8.00           27,261,735 8.00
To Be Well Capitalized 36,172,485  10.00         34,077,169 10.00
Tier I Capital
(to Risk-Weighted Assets)
Actual $ 34,459,020  9.53           % $ 34,707,054 10.18           %
For Capital Adequacy Purposes 14,468,994  4.00           13,630,867 4.00
To Be Well Capitalized 21,703,491  6.00           20,446,301 6.00
Tier I Capital
(to Average Assets)
Actual $ 34,459,020  7.74           % $ 34,707,055 8.39            %
For Capital Adequacy Purposes 17,805,071  4.00           16,545,015 4.00
To Be Well Capitalized 22,256,339  5.00           20,681,269 5.00

2007 2006
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17. REGULATORY CAPITAL (Continued) 

The Bank’s actual capital ratios are presented in the following table which shows the Bank met all regulatory 
capital requirements. 

Amount Ratio Amount Ratio
Total Capital
(to Risk-Weighted Assets)

Actual $ 37,998,074  10.65         % $ 37,255,743 11.08           %
For Capital Adequacy Purposes 28,540,339  8.00           26,907,683 8.00
To Be Well Capitalized 35,675,424  10.00         33,634,604 10.00

Tier I Capital
(to Risk-Weighted Assets)

Actual $ 34,822,213  9.76           % $ 34,118,019 10.14           %
For Capital Adequacy Purposes 14,270,170  4.00           13,453,841 4.00
To Be Well Capitalized 21,405,254  6.00           20,180,762 6.00

Tier I Capital
(to Average Assets)

Actual $ 34,822,213  7.90           % $ 34,118,019 8.33            %
For Capital Adequacy Purposes 17,629,440  4.00           16,389,427 4.00
To Be Well Capitalized 22,036,800  5.00           20,486,784 5.00

2007 2006

18. FAIR VALUE DISCLOSURE OF FINANCIAL INSTRUMENTS  

The Company adopted FAS No. 159 on January 1, 2007.  FAS No. 159 allows an entity the irrevocable option to 
elect fair value for the initial and subsequent measurement for certain financial assets and liabilities on a contract-
by-contract basis. The Company elected to adopt the fair value option for certain debt securities identified with 
investment securities available for sale on the adoption date.  FAS No. 159 requires that the difference between the 
carrying value before election of the fair value option and the fair value of these instruments be recorded as an 
adjustment to beginning retained earnings in the period of adoption.  The impact of the adopting the fair value 
option to $22,960,804 of debt securities available for sale on January 1, 2007, resulted in a decrease of $591,279, 
which was net of a tax benefit of $304,598, being recognized as a cumulative effect adjustment to retained 
earnings.  There was no change in the carrying amount of these debt securities available for sale as of December 
31, 2006 and January 1, 2007.  The amount of the cumulative effect adjustment to retained earnings was previously 
recognized in accumulated other comprehensive loss on the consolidated balance sheet.  Following the election of 
FAS No. 159, these investment securities have been transferred to trading securities assets. 

Fair Value Option Elections 

Effective January 1, 2007, the Company elected the fair value option to account for $22,960,804 of debt securities 
available for sale through earnings.  This election was made as a source of liquidity and an opportunity to minimize 
interest rate risk.  Following election of the fair value option, these securities were reclassified to trading securities 
assets.

Fair Value Measurement

FAS No. 157 defines fair value as the exchange price that would be received for an asset or paid to transfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly 
transaction between market participants on the measurement date. For additional information on how the Company 
measures fair value, see Note 1 – Summary of Significant Accounting Principles.  

Trading account assets are measured on a recurring basis as Level 2 inputs in the consolidated financial statements. 
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18. FAIR VALUE DISCLOSURE OF FINANCIAL INSTRUMENTS (Continued) 

The estimated fair values of the Company’s financial instruments at December 31 are as follows:  

Carrying Fair Carrying Fair
Value Value Value Value

Financial assets:
Cash and cash equivalents $ 8,429,467      $ 8,429,467           $ 8,261,941     $ 8,261,941
Certificates of deposit 6,297,009      6,297,009           4,968,730     4,968,730
Investment securities:
    Held for trading 18,420,971     18,489,415         -                 -                       
    Available for sale 85,084,823     85,084,823         83,755,815   83,755,815
    Held to maturity 250,000         249,500              250,000         253,125
Loans held for sale 398,000         398,000              181,050         181,050
Net loans 305,728,772   302,684,743       287,621,962 286,080,942
Regulatory stock 3,741,100      3,741,100           3,189,600     3,189,600
Bank-owned life insurance 9,082,591      9,082,591           8,735,343     8,735,343
Accrued interest receivable 2,675,695      2,675,695           2,157,524     2,157,524
Mortgage servicing rights 617,799         615,156              503,599         515,492

Financial liabilities:
Deposits $ 331,687,858   $ 333,587,730       $ 319,352,459 $ 318,624,194
Short-term borrowings 22,442,247     22,442,247         6,755,017     6,755,017
Other borrowings 65,623,879     68,026,882         53,678,782   53,874,611
Accrued interest payable 1,834,993      1,834,993           1,624,782     1,624,782

2007 2006

Financial instruments are defined as cash, evidence of ownership interest in an entity, or a contract which creates 
an obligation or right to receive or deliver cash or another financial instrument from/to a second entity on 
potentially favorable or unfavorable terms.  

Fair value is defined as the amount at which a financial instrument could be exchanged in a current transaction 
between willing parties other than in a forced liquidation sale.  If a quoted market price is available for a financial 
instrument, the estimated fair value would be calculated based upon the market price per trading unit of the 
instrument.  

If no readily available market exists, the fair value estimates for financial instruments should be based upon 
management’s judgment regarding current economic conditions, interest rate risk, expected cash flows, future 
estimated losses, and other factors as determined through various option pricing formulas or simulation modeling.  
As many of these assumptions result from judgments made by management based upon estimates, which are 
inherently uncertain, the resulting estimated fair values may not be indicative of the amount realizable in the sale of 
a particular financial instrument.  In addition, changes in assumptions on which the estimated fair values are based 
may have a significant impact on the resulting estimated fair values.  

As certain assets such as deferred tax assets and premises and equipment are not considered financial instruments, 
the estimated fair value of financial instruments would not represent the full value of the Company.  

The Company employed simulation modeling in determining the estimated fair value of financial instruments for 
which quoted market prices were not available based upon the following assumptions:  

Cash and Cash Equivalents, Certificates of Deposit, Regulatory Stock, Accrued Interest Receivable, 
Accrued Interest Payable, and Short-Term Borrowings

The fair value is equal to the current carrying value.  
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18. FAIR VALUE DISCLOSURE OF FINANCIAL INSTRUMENTS (Continued) 

Investment Securities (Trading, Available for Sale, and Held to Maturity), Loans Held for Sale 

The fair value of investment securities and loans held for sale is equal to the available quoted market price.  If no 
quoted market price is available, fair value is estimated using the quoted market price for similar securities.  

Net Loans and Deposits

Fair values for the loans are based on market prices, where available, or discounted cash flows using market-based 
credit spreads of comparable debt instruments or credit derivatives of the specific borrower or comparable 
borrowers. Results of discounted cash flow calculations may be adjusted, as appropriate, to reflect other market 
conditions or the perceived credit risk of the borrower.  Demand, savings, and money market deposit accounts are 
valued at the amount payable on demand as of year-end.  Fair values for time deposits are estimated using a 
discounted cash flow calculation that applies contractual costs currently being offered in the existing portfolio to 
current market rates being offered for deposits of similar remaining maturities. 

Bank-Owned Life Insurance

The fair value is equal to the cash surrender value of the life insurance policies. 

Other Borrowed Funds and Mortgage Servicing Rights

The fair value for mortgage servicing rights is estimated by discounting contractual cash flows and adjusting for 
prepayment estimates.  Discount rates are based upon rates generally charged for such loans with similar 
characteristics.  Fair values for other borrowed funds are estimated using a discounted cash flow calculation that 
applies contractual costs currently being offered in the existing portfolio to current market rates being offered for 
similar borrowings. 

Commitments to Extend Credit 

These financial instruments are generally not subject to sale, and estimated fair values are not readily available.  
The carrying value, represented by the net deferred fee arising from the unrecognized commitment or letter of 
credit, and the fair value, determined by discounting the remaining contractual fee over the term of the 
commitment using fees currently charged to enter into similar agreements with similar credit risk, are not 
considered material for disclosure.  The contractual amounts of unfunded commitments and letters of credit are 
presented in Note 13.  
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19. PARENT COMPANY  

Following are condensed financial statements for the Company.  

2007 2006
ASSETS

Cash and due from banks $ 27,086          $ 163,844
Investment securities 3,018,199     3,009,756
Loans 397,499        397,499
Investment in subsidiaries 36,521,237   34,848,478
Other assets 1,562,418     1,080,047

TOTAL ASSETS $ 41,526,439 $ 39,499,624

TOTAL LIABILITIES $ 11,203,132   $ 9,813,003

STOCKHOLDERS' EQUITY 30,323,307   29,686,621

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 41,526,439   $ 39,499,624

2007 2006

INCOME
Dividends from subsidiaries $ 3,037,000     $ 2,531,000
Interest and dividend income 162,210        177,848
Investment securities gains, net 79,796          216,776
Other income 29,088          29,394

Total income 3,308,094     2,955,018

EXPENSES
Interest expense 652,359        653,469
Other expenses 170,960        207,278

Total expenses 823,319        860,747

Income before tax benefit and equity in undistributed 
  net income of subsidiaries 2,484,775     2,094,271
Income tax benefit (206,241)       (165,837)
Equity in undistributed net income 
  of subsidiaries 1,242,566     1,588,343

NET INCOME $ 3,933,582     $ 3,848,451

Year ended December 31, 

CONDENSED BALANCE SHEET

December 31,

CONDENSED STATEMENT OF INCOME
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19. PARENT COMPANY (Continued) 

2007 2006

OPERATING ACTIVITIES
Net income $ 3,933,582     $ 3,848,451
Adjustments to reconcile net income to 
  net cash provided by operating activities:

Equity in undistributed net 
   income of subsidiaries (1,242,566)    (1,588,343)
Investment securities gains, net (79,796)         (216,776)
Other (359,291)       (57,141)

                  Net cash provided by operating activities 2,251,929     1,986,191

INVESTING ACTIVITIES
     Investment securities:

Proceeds from sales 1,104,784     4,049,889
Purchases (1,132,128)    (1,963,589)
Proceeds from maturities -                250,000
Dissolution of subsidiary 24,772          -
Increase in loans, net -                (153,238)

                  Net cash provided by (used for) investing activities (2,572)           2,183,062

FINANCING ACTIVITIES
Proceeds from other borrowings 1,350,000     -
Repayments of other borrowings -                (1,563,813)
Purchase of treasury stock (2,335,594)    (1,228,510)
Proceeds from sale of treasury stock 71,392          15,554
Exercise of stock options 157,207        210,377
Cash dividends (1,629,120)    (1,527,571)

                  Net cash used for financing activities (2,386,115)    (4,093,963)

                  Increase (decrease) in cash (136,758)       75,290

CASH AT BEGINNING OF YEAR 163,844        88,554

CASH AT END OF YEAR $ 27,086          $ 163,844

Year ended December 31,

CONDENSED STATEMENT OF CASH FLOWS
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