


























































































NOTE 1 ~ SUI"MlAR Of SIC;NIFICAN

COllsc,lidatE~d tlnatlCt,~1 statements

To prel:nue fimmd.aI corlfm'mity with accowltirlg p:ril1(jpIl~s

makes estimates
the

dtsclo:sur,es p:rovide.:t and
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time

1 - SU1MI\iIAFtY OF SK;NIFICAN ACCOUNTING

reflected as
of

stock. Stock bal.:moes
Loan

canjed at cost

accrUE~aon

or!j~mateaand intended for in seconl:iary market
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the intent and fore~!€abie future or
r",~,n..tP'; at the principal balen,:e outstartdi:ng,

costs, and an allowance Inl:enest mCOlTue is
P:rJffiC:lPiH balance

is at the time
in of Past
cases, are placed on nonal:::crual

prllncipill or interest is considered dorub,tfulL

or
int,erest al::;Crtled but not on nOllaocruaj are rev'er~;ed ag,liru~t

is for on the
return to are retuuted to aC(:rUlll

nrilnC'ln;::lf and interest amounts are current
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NOTE 1 * SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contl!lUe,d)

aU{)w;,mc:e consists
that are individually cla:ssUled

doubtfuL The gelleri"l c()nl1)Onent
ex!)erier\ce adifusted for current Idl..:lor::,.

A Imlpaired when full the loan terms is not Commercial
estate are evaluated for If a loan is a

portion of the allowance is allocated so that the loan is reported, net, at the value of
the loan's existing rate or at the value of collateral if

is the collateral. Large groups of smaller balance
homogeneous as consumer and residential real estate loansl are
evaluated impaJlrrrteI'l,t, and accordingly, are not identified for impairment

Assets acquired through or instead of Ioanforedosure are initially recorded
less selling costs when establishing a new cost If

de.cHlles subsequent to foreclosure, a valuation is recorded through expense.
aC(luisitiion are expensed.

Land is carried at cost. Premises and equipment are at cost
accumulated depreciation. Buildings and components are depreciated using the

straight-line method. and equipment are using the straight-line
(or accelerated) method.

The purchased insural1.ce policies on
Cash SUlrrelnd{~r value life insurance is at surrender

value, or the amount that can be Upon adoption 06-5, which is di~>cuss€~d

further insurance is recorded at the amount that can be
insurance contract at balance which is the

amounts due that are at settlement. Prior to
ins,ur,an<:e at its

value adJiusted
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

contract for a surrender value if all individual policies in a are
same time, that surrender value be determined based on the assumption

that will be on an individual basis. Lastly, the requires disdosUI'e
when there are contractual restrictions on the Company's ability to a policy. The

EITF 06-5 on 1, had no impact on the Company's financial condition
or of openitH:m.

The Company invests in limited partnerships that operate qualified
affordable housing projects and that generate tax credits. The Company accounts for the
investments under a method that approximates the equity method,

Company in a qualified zone academy bond that generates tax crC'dltS.
Company accounts for the tax credit as earned assets.

The

Company is self-insured for health insurance claims. The
Company purchases health insurance coverage for all health care in excess of $1 /344
(with an annual aggregate limit of approximately $1,000 for all claims). Insurance
claims are accrued monthly based on prior claim experience.

Goodwill results from business acquisitions and
represents the excess of the purchase price over the fair value acquired tangible assets and

and identifiable intangible assets. Goodwill is assessed at least annually for
impairment and any such impairment will be recognized in the period identified.

Other intangible assets consist of core deposit and acquired customer relationship intangible
assets arising whole bank branch acquisitions. They are initially measured at
value and then are on a straight-line or accelerated over their estimated useful

Intangible assets are at least annually for impairment and such impairment
will be in identified.

asset and method.
dejten~ed income taxes are rec:ogni2:ed

tax
dejrerl~ed tax asset

not
lJetenred tax eXj:>enl;e

or assets bellwE~en

re<:o~~nize,d in income in the
the current

chimg;ein
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OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Company maintains a defined benefit retirement plan for
eHgit)Ie to participate provided are 21 years old and completed one

service. makes minimum contributions as allowed by Retirement
plan expense is net of and interest return on plan assets and amortization of gains
and not ImmedJiltely rt~ognjlzejd.

repurchase
at vear-en.d

Securities sold under agreements to
SPE~C1tJC debt securities with a carrying amount of $16,495 and

Securities sold under to repurchase are financing arrangements that mature within
one year. At maturity, the securities underlying the agreements are returned to the Company.

Comprehensive income consists of net income and other
comr)renenSJEVe income. Other comprehensive income includes unrealized gains and on
securities sale, and changes in funded status of pension plan, which is
recognized as separate components of equity.

Loss contingencies, including claims and legal actions ansmg in the
ordinary course of are recorded as liabilities when the likelihood of loss is probable
and an amount or loss can be reasonably estimated. Management not believe

now are such matters that a material effect on the financial statements.

Prl=mlisE~S and equipment; core deposit and other and
other long-term assets are reviewed for impairment when events their carrying
amount not be from future undiscounted cash flows. If impaired; the assets
are recorded at fair value.

e)(:po~5U!'e to
instruments are recorded

the diVldelnds

Firlarldal instruments include
as commitments to loans and letters

The amount for these items the
collat~~ral or to Such fmam:Jal

hOl.etUlg c{)mjOanlY or


