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Selected Consolidated Financial Data

As of and for the Year Ended December 31,
2000 1999 1998 1997 1996 (a)

(Dollars in thousands, except Per Share Data)

Statement of Operations Data:
Interest income $ 50,035 $ 41,651 $ 40,034 $ 37,269 $ 26,514
Interest expense 23,678 19,600 19,845 17,478 11,778
Net interest income 26,357 22,051 20,189 19,791 14,736
Provision for loan losses 1,542 1,000 1,017 1,000 837
Noninterest income 3,578 3,222 2,727 1,916 1,237
Noninterest expense 19,662 17,354 16,043 15,273 12,718
Income before taxes and change in accounting principle 8,731 6,919 5,856 5,434 2,418
Income taxes 3,113 2,448 2,022 1,924 846
Income before change in accounting principle 5,618 4,471 3,834 3,510 1,572
Cumulative effect of change in accounting principle, net of taxes — 109 — — — 
Net income 5,618 4,362 3,834 3,510 1,572
Dividends on preferred stock — 88 793 1,413 720
Net income available to common shareholders $ 5,618 $ 4,274 $ 3,041 $ 2,097 $ 852

Per Share Data:
Basic earnings per common share:

Income before change in accounting principle $ 1.51 $ 1.18 $ 0.87 $ 0.75 $ 0.30
Cumulative effect of change in accounting principle — (0.03) — — —

Net income $ 1.51 $ 1.15 $ 0.87 $ 0.75 $ 0.30
Basic cash earnings per common share (d) $ 1.71 $ 1.35 $ 1.10 $ 1.03 $ 0.52

Diluted earnings per common share:
Income before change in accounting principle $ 1.49 $ 1.17 $ 0.85 $ 0.75 $ 0.30
Cumulative effect of change in accounting principle — (0.03) — — —

Net income $ 1.49 $ 1.14 $ 0.85 $ 0.75 $ 0.30

Diluted cash earnings per common share (d) $ 1.69 $ 1.34 $ 1.07 $ 1.03 $ 0.52

Dividends per common share $ 0.42 $ 0.10 — — —
Dividend pay-out ratio 28.2% 8.8% NA NA NA

Book value per common share $ 14.29 $ 12.79 $ 12.31 $ 10.77 $ 9.92
Tangible book value per common share $ 11.09 $ 9.27 $ 8.44 $ 5.18 $ 3.89
Average common shares outstanding - Basic 3,728,688 3,727,010 3,506,573 2,800,061 2,800,000
Average common shares outstanding - Diluted 3,768,589 3,741,778 3,584,820 2,805,688 2,800,000
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As of and for the Year Ended December 31,
2000 1999 1998 1997 1996 (a)

(Dollars in thousands, except Per Share Data)

Balance Sheet Data:
Total assets $ 739,420 $ 631,977 $ 595,964 $ 533,025 $ 472,417
Investment securities 47,296 50,503 39,703 48,319 45,120
Mortgage-backed securities 117,431 74,793 79,924 43,078 —
Total loans receivable 518,825 458,958 431,402 405,819 383,039
Allowance for loan losses 7,294 5,681 5,018 4,340 4,024
Excess of costs over net assets acquired 11,930 13,094 14,424 15,658 16,892
Deposits 631,632 513,416 500,713 464,907 424,817
Borrowings 51,889 67,911 45,512 19,754 1,303
Common shareholders’ equity 53,292 47,675 45,835 30,165 27,785
Total shareholders’ equity 53,292 47,675 47,687 44,707 43,627

Average Balance Sheet Data: (b)
Total assets $ 679,085 $ 616,426 $ 565,759 $ 499,382 $ 465,961
Investment securities 47,034 47,348 44,040 47,242 23,918
Mortgage-backed securities 86,114 79,463 57,627 15,689 —
Total loans receivable 491,327 439,099 421,554 395,684 384,857
Allowance for loan losses 6,472 5,358 4,799 4,210 3,772
Excess of costs over net assets acquired 12,540 13,720 15,077 16,318 16,788
Deposits 572,924 516,610 476,227 442,604 420,709
Borrowings 54,471 50,496 39,944 10,823 443
Common shareholders’ equity 48,530 46,169 40,568 27,981 26,605
Total shareholders’ equity 48,530 46,631 46,041 43,196 42,433

Operating Ratios:
Interest rate spread 3.44% 3.25% 3.20% 3.68% 3.86%
Net interest margin 4.10% 3.80% 3.78% 4.22% 4.36%
Efficiency ratio (c) 65.68% 68.67% 70.01% 70.36% 79.63%
Cash basis efficiency ratio (c) (d) 61.79% 64.06% 64.62% 64.67% 73.91%
Return on average assets (e) 0.83% 0.73% 0.68% 0.70% 0.43%
Cash basis return on average assets (d) (e) 0.96% 0.87% 0.84% 0.89% 0.62%
Return on average equity (e) 11.58% 9.59% 8.33% 8.13% 4.76%
Cash basis return on average equity (d) (e) 13.12% 11.20% 10.08% 9.97% 6.55%

Asset Quality Ratios:
Nonperforming loans to total loans 0.10% 0.24% 0.36% 0.41% 0.35%
Nonperforming assets to total assets 0.07% 0.18% 0.33% 0.38% 0.28%
Allowance for loan losses to nonperforming loans 1435.83% 510.88% 321.05% 258.49% 301.88%
Allowance for loan losses to total loans 1.41% 1.24% 1.16% 1.07% 1.05%
Net loans charged-off to average loans outstanding (0.01%) 0.08% 0.08% 0.17% 0.06%

Capital Ratios:
Average shareholders’ equity to average total assets 7.15% 7.54% 8.14% 8.64% 9.11%
Tier I leverage ratio 5.91% 5.88% 5.72% 5.62% 5.92%
Tier I risk-based capital ratio 9.50% 9.70% 9.60% 9.41% 9.05%
Total risk-based capital ratio 10.76% 10.96% 10.85% 10.66% 10.30%

(a) The Bank commenced operations on March 22, 1996.
(b) Average balances for 1996 are computed for the period subsequent to the Bank’s opening (March 22, 1996).
(c) Calculated by dividing total noninterest expenses by net interest income plus noninterest income.
(d) Excludes amortization of goodwill and any related income taxes.
(e) Excludes cumulative effect of change in accounting principle, net of taxes.
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Management ’s  Discussion and Analysis  of  
Financial Condition and Results of Operations 
Cautionary Statement

General 

Non-GAAP Measures of Financial Performance

Results of Operations 
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Year Ended December 31,
2000 1999 1998

Interest Interest Interest
Average Earned/ Average Average Earned/ Average Average Earned/ Average
Balance Paid Yield Balance Paid Yield Balance Paid Yield

(Dollars in thousands) 
Assets:
Earning assets:

Federal funds sold $ 14,571 $ 930 6.38% $ 10,051 $ 482 4.80% $ 7,806 $ 400 5.12%
Investment securities 47,034 3,056 6.50% 47,348 2,814 5.94% 44,040 2,744 6.23%
Mortgage-backed securities 86,114 5,576 6.48% 79,463 4,835 6.08% 57,627 3,521 6.11%
Stock in the FHLB 3,704 282 7.61% 3,622 237 6.54% 3,248 208 6.40%
Loans receivable:

Residential mortgage loans 243,706 17,982 7.38% 244,698 16,997 6.95% 266,917 19,205 7.20%
Commercial loans 197,200 17,737 8.99% 151,725 12,795 8.43% 118,941 10,812 9.09%
Consumer and other loans 50,421 4,472 8.87% 42,676 3,491 8.18% 35,696 3,144 8.81%

Total earning assets 642,750 50,035 7.78% 579,583 41,651 7.19% 534,275 40,034 7.49%
Cash and due from banks 17,998 18,268 11,628
Allowance for loan losses (6,472) (5,358) (4,799)
Premises and equipment 6,306 5,283 4,855
Other real estate owned 80 226 502
Excess of cost over net assets acquired, net 12,540 13,720 15,077
Accrued interest receivable 4,126 3,704 3,967
Prepaid expenses and other assets 1,757 1,000 254

Total assets $ 679,085 $ 616,426 $ 565,759

Liabilities and Shareholders’ Equity:
Interest-bearing liabilities:

Deposits:
NOW accounts $ 31,555 205 0.65% $ 27,082 175 0.65% $ 22,176 175 0.79%
Money market accounts 14,113 375 2.66% 17,284 473 2.74% 13,327 401 3.01%
Savings accounts 192,217 6,137 3.19% 172,073 4,742 2.76% 155,420 4,670 3.00%
Certificate of deposit accounts 252,521 13,685 5.42% 230,901 11,396 4.94% 231,392 12,360 5.34%

Overnight and short-term borrowings 11,474 636 5.54% 7,329 335 4.57% 4,555 225 4.94%
FHLB and other borrowings 42,997 2,640 6.14% 43,167 2,479 5.74% 35,389 2,014 5.69%

Total interest-bearing liabilities 544,876 23,678 4.34% 497,836 19,600 3.94% 462,259 19,845 4.29%
Noninterest-bearing deposits 82,518 69,270 53,912
Other liabilities 3,161 2,689 3,547

Total liabilities 630,555 569,795 519,718
Shareholders’ equity 48,530 46,631 46,041

Total liabilities and shareholders’ equity $ 679,085 $ 616,426 $ 565,759

Net interest income $ 26,357 $ 22,051 $ 20,189

Net interest rate spread 3.44% 3.25% 3.20%
Net interest rate margin 4.10% 3.80% 3.78%
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Year Ended December 31,
2000 vs 1999 1999 vs 1998

Increase/(Decrease) Due To Increase/(Decrease) Due To
Rate Volume Total Rate Volume Total

(In thousands)

Interest income:
Federal funds sold $ 190 $ 258 $ 448 $ (24) $ 106 $ 82
Investment securities 261 (19) 242 (110) 180 70
Mortgage-backed securities 321 420 741 (14) 1,328 1,314
Stock in the FHLB 40 5 45 5 25 30
Residential mortgage loans 1,054 (69) 985 (649) (1,560) (2,209)
Commercial loans 898 4,044 4,942 (706) 2,689 1,983
Consumer and other loans 311 670 981 (199) 546 347

Total interest income 3,075 5,309 8,384 (1,697) 3,314 1,617

Interest Expense:
NOW accounts 1 29 30 — — —
Money market accounts (14) (84) (98) (31) 103 72
Savings accounts 803 592 1,395 (247) 319 72
Certificate of deposit accounts 1,171 1,118 2,289 (938) (26) (964)
Overnight & short-term borrowings 82 219 301 (16) 126 110
FHLB and other borrowings 171 (10) 161 18 447 465

Total interest expense 2,214 1,864 4,078 (1,214) 969 (245)

Net interest income $ 861 $ 3,445 $ 4,306 $ (483) $ 2,345 $ 1,862

Comparison of Years Ended December 31, 2000 and December 31, 1999



Annual Report 2000 23



24 Annual Report 2000

Year Ended December 31,
2000 1999

(In thousands)

Loan related fees $ 258 $ 306
Service charges on deposit accounts 2,722 2,215
Commissions on loans originated for others 74 83
Other income 524 618

Total noninterest income $ 3,578 $ 3,222

Year Ended December 31,
2000 1999

(In thousands)

Salaries and employee benefits $ 9,552 $ 8,065
Occupancy 1,530 1,302
Equipment 899 744
Data processing 1,340 1,348
Marketing 1,069 883
Professional services 891 870
Loan servicing 761 825
Other real estate owned 31 108
Amortization of goodwill 1,164 1,164
Deposit tax and assessments 109 58
Other expenses 2,316 1,987

Total noninterest expense $ 19,662 $ 17,354
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Comparison of Years Ended December 31, 1999 and December 31, 1998
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Year Ended December 31,
1999 1998

(In thousands)

Loan related fees $ 306 $ 137
Service charges on deposit accounts 2,215 1,734
Gain on sales of investment securities — 5
Commissions on loans originated for others 83 141 
Other income 618 710

Total noninterest income $ 3,222 $ 2,727

Year Ended December 31,
1999 1998

(In thousands)

Salaries and employee benefits $ 8,065 $ 7,136
Occupancy 1,302 1,155
Equipment 744 888
Data processing 1,348 1,137
Marketing 883 829
Professional services 870 586
Loan servicing 825 971
Other real estate owned 108 166
Amortization of goodwill 1,164 1,234
Deposit tax and assessments 58 56
Other expenses 1,987 1,885

Total noninterest expense $ 17,354 $ 16,043
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Financial Condition

December 31,
2000 1999 1998 1997 1996

(In thousands)

Residential mortgage loans:
One- to four-family adjustable rate $ 212,197 $ 196,863 $ 211,076 $ 205,020 $ 201,628
One- to four-family fixed rate 34,609 39,037 45,671 50,704 55,160

Subtotal 246,806 235,900 256,747 255,724 256,788
Premium on loans acquired 1,166 1,446 2,110 2,045 2,589
Net deferred loan origination fees (49) (26) — — —

Total $ 247,923 $ 237,320 $ 258,857 $ 257,769 $ 259,377

Commercial loans:
Commercial real estate $ 107,587 $ 90,149 $ 76,562 $ 49,412 $ 34,370
Commercial & industrial 51,470 40,109 30,655 47,440 52,638
Small business 19,170 13,322 6,804 3,775 1,460
Multi-family 15,933 16,270 13,221 6,874 3,969
Leases 11,731 8,499 3,370 2,600 —
Construction 7,070 6,379 3,482 4,683 244

Subtotal 212,961 174,728 134,094 114,784 92,681
Net deferred loan origination fees (143) (180) (61) (112) (34)

Total $ 212,818 $ 174,548 $ 134,033 $ 114,672 $ 92,647

Consumer and other loans:
Home equity - lines of credit $ 26,215 $ 24,166 $ 18,400 $ 11,515 $ 12,328
Home equity - term loans 23,292 19,710 16,996 18,758 15,130
Automobile 4,643 — — — —
Installment 1,348 1,279 1,010 888 1,387
Savings secured 987 1,005 935 1,261 1,101
Unsecured and other 1,044 590 972 956 1,069

Subtotal 57,529 46,750 38,313 33,378 31,015
Premium on loans acquired 144 — — — —
Net deferred loan origination costs 411 340 199 — —

Total $ 58,084 $ 47,090 $ 38,512 $ 33,378 $ 31,015
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Year Ended December 31,
2000 1999 1998 1997 1996

(In thousands)

Originations and Principal Additions:
Loans purchased:

Residential mortgage loans $ 48,491 $ 53,747 $ 107,559 $ 58,271 $ 29,921
Consumer and other loans 4,891 — — — —

Total loans purchased 53,382 53,747 107,559 58,271 29,921

Loans originated:
Residential mortgage loans 9,985 17,659 13,093 200 —
Commercial loans 65,465 62,430 41,872 40,065 13,492
Consumer and other loans 17,950 18,704 16,837 12,526 8,416

Total loans originated 93,400 98,793 71,802 52,791 21,908

Principal Reductions:
Charge-offs/transfers to OREO

Residential mortgage loans (148) (412) (950) (1,116) —
Commercial loans (93) (176) (15) (145) (103)
Consumer and other loans (20) (80) (163) (178) (110)

Total charge-offs/transfers to OREO (261) (668) (1,128) (1,439) (213)

Principal Payments:
Residential mortgage loans (47,422) (91,841) (118,679) (58,419) (46,527)
Commercial loans (27,139) (21,620) (22,547) (17,817) (6,105)
Consumer and other loans (12,042) (10,187) (11,739) (9,985) (9,351)

Total principal payments (86,603) (123,648) (152,965) (86,221) (61,983)

Change in loans receivable (before net items) $ 59,918 $ 28,224 $ 25,268 $ 23,402 $ (10,367)



Annual Report 2000 29

Principal Repayments Contractually Due
After One, But

One Year or Within Five After Five
Less Years Years

(In thousands)

Construction loans $ 7,070 $ — $ —
Commercial & industrial loans (including leases) 38,672 19,136 5,393
Small business loans 9,661 8,880 629

Total $ 55,403 $ 28,016 $ 6,022

Loans Due After One Year
Floating or

Fixed Rates Adjustable Rates

(In thousands)

Construction loans $ — $ —
Commercial & industrial loans (including leases) 12,788 11,741
Small business loans 5,307 4,202

Total $ 18,095 $ 15,943



December 31,
2000 1999 1998

Percent Percent Percent
Principal of Total Principal of Total Principal of Total
Balance Loans Balance Loans Balance Loans

(Dollars in thousands)

Nonaccrual loans:
Residential mortgage loans $ 398 0.08% $ 602 0.13% $ 1,475 0.34%
Commercial loans 109 0.02% 510 0.11% 57 0.01%
Consumer and other loans 1 0.00% — — 31 0.01%

Total nonaccrual loans $ 508 0.10% $ 1,112 0.24% $ 1,563 0.36%
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December 31,
2000 1999 1998

(Dollars in thousands)

Nonaccrual loans $ 508 $ 1,112 $ 1,563
Loans past due 90 days or more, but still accruing — — —
Impaired loans (not included in nonaccrual loans) — — —

Total nonperforming loans 508 1,112 1,563
Other real estate owned 30 49 394

Total nonperforming assets $ 538 $ 1,161 $ 1,957

Nonperforming loans as a percent of total loans 0.10% 0.24% 0.36%
Nonperforming assets as a percent of total assets 0.07% 0.18% 0.33%



December 31,
2000 1999 1998

Percent Percent Percent
Principal of Total Principal of Total Principal of Total
Balance Loans Balance Loans Balance Loans

(Dollars in thousands)

Loans delinquent for 30 to 59 days:
Residential mortgage loans $ 584 0.11% $ 378 0.08% $ 483 0.11%
Commercial loans 168 0.03% 334 0.08% 1,164 0.27%
Consumer and other loans 39 0.01% 6 0.00% 14 0.00%

Total loans delinquent 30 to 59 days: 791 0.15% 718 0.16% 1,661 0.38%
Loans delinquent for 60 to 89 days:

Residential mortgage loans 278 0.05% 92 0.02% 258 0.06%
Commercial loans 39 0.01% — — — —
Consumer and other loans 20 0.01% 1 0.00% — —

Total loans delinquent 60 to 89 days 337 0.07% 93 0.02% 258 0.06%

Total loans delinquent 30 to 89 days $ 1,128 0.22% $ 811 0.18% $ 1,919 0.44%

Annual Report 2000 31
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December 31,
2000 1999 1998 1997 1996

Percent of Percent of Percent of Percent of Percent of
Loans in Each Loans in Each Loans in Each Loans in Each Loans in Each
Category to Category to Category to Category to Category to

Amount Total Loans Amount Total Loans Amount Total Loans Amount Total Loans Amount Total Loans

(Dollars in thousands)

Residential mortgage loans $ 1,460 47.8% $ 1,395 51.7% $ 1,558 60.0% $ 1,534 63.5% $ 1,532 67.7%
Commercial loans 3,210 41.0% 2,007 38.0% 1,277 31.1% 1,040 28.3% 973 24.2%
Consumer and other loans 731 11.2% 566 10.3% 456 8.9% 393 8.2% 363 8.1%
Unallocated 1,893 — 1,713 — 1,727 — 1,373 — 1,156 —

Total $ 7,294 100.0% $ 5,681 100.0% $ 5,018 100.0% $ 4,340 100.0% $ 4,340 100.0%

Year Ended December 31,
2000 1999 1998 1997 1996

(In thousands)

Balance at beginning of year $ 5,681 $ 5,018 $ 4,340 $ 4,024 $ —

Acquired reserves — — — — 3,400

Loans charged-off:
Residential mortgage loans (11) (128) (174) (505) — 
Commercial loans (94) (176) (15) (71) (103)
Consumer and other loans (20) (80) (163) (135) (110)

Total loans charged-off (125) (384) (352) (711) (213)

Recoveries of loans previously charged-off:
Residential mortgage loans — 29 0 8 —
Commercial loans 191 1 3 3 —
Consumer and other loans 5 17 10 16 —

Total recoveries of loans previously charged-off 196 47 13 27 —

Net (charge-offs) recoveries 71 (337) (339) (684) (213)

Provision for loan losses charged against income 1,542 1,000 1,017 1,000 837

Balance at end of year $ 7,294 $ 5,681 $ 5,018 $ 4,340 $ 4,024

Net charge-offs (recoveries) to average loans outstanding (0.01%) 0.08% 0.08% 0.17% 0.06%
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Unrealized
Amortized Market

Cost Gains Losses Value

(In thousands)
At December 31, 2000:
U.S. Treasury obligations $ 1,016 $ — $ (11) $ 1,005
U.S. Agency obligations 44,256 167 (119) 44,304
Trust preferred securities 2,187 — (200) 1,987
U.S. Agency mortgage-backed securities 104,863 457 (468) 104,852
Collateralized mortgage obligations 12,680 — (101) 12,579

Total $ 165,002 $ 624 $ (899) $ 164,727

At December 31, 1999:
U.S. Treasury obligations $ 10,023 $ 21 $ (36) $ 10,008
U.S. Agency obligations 39,256 5 (875) 38,386
Trust preferred securities 2,198 — (89) 2,109
U.S. Agency mortgage-backed securities 62,101 — (1,125) 60,976
Collateralized mortgage obligations 14,357 — (540) 3,817

Total $ 127,935 $ 26 $ (2,665) $ 125,296

At December 31, 1998:
U.S. Treasury obligations $ 18,050 $ 245 $ (14) $ 18,281
U.S. Agency obligations 21,245 203 (26) 21,422
U.S. Agency mortgage-backed securities 62,814 72 (138) 62,748
Collateralized mortgage obligations 17,162 14 — 17,176

Total $ 119,271 $ 534 $ (178) $ 119,627

After One, After Five,
Within But Within But Within After

One Year Five Years Ten Years Ten Years
Market Weighted Market Weighted Market Weighted Market Weighted
Value Average Yield Value Average Yield Value Average Yield Value Average Yield

(Dollars in thousands)
At December 31, 2000:
U.S. Treasury obligations $ 1,005 4.16% $ — — $ — — $ — —
U.S. Agency obligations 5,243 5.70% 39,061 6.40% — — — —
Trust preferred securities — — — — — — 1,987 8.16%
U.S. Agency mortgage-backed securities — — — — — — 104,852 6.69%
Collateralized mortgage obligations — — — — — — 12,579 6.47%

Total $ 6,248 5.46% $ 39,061 6.40% $ — — $119,418 6.71%

At December 31, 1999:
U.S. Treasury obligations $ 9,007 6.39% $ 1,002 4.15% $ — — $ — —
U.S. Agency obligations 3,991 5.80% 24,557 5.74% 9,838 7.10% — —
Trust preferred securities — — — — — — 2,108 8.16%
U.S. Agency mortgage-backed securities — — — — — — 60,976 5.98%
Collateralized mortgage obligations — — — — — — 13,817 6.48%

Total $ 12,998 6.21% $ 25,559 5.68% $ 9,838 7.10% $ 76,901 6.13%

At December 31, 1998:
U.S. Treasury obligations $ 8,040 6.10% $ 10,241 6.16% $ — — $ — —
U.S. Agency obligations 2,039 6.57% 19,384 6.05% — — — —
U.S. Agency mortgage-backed securities — — — — — — 62,748 6.47%
Collateralized mortgage obligations — — — — — — 17,176 6.48%

Total $ 10,079 6.19% $ 29,625 6.09% $ — — $ 79,924 6.48%
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December 31,
2000 1999 1998
Percent Weighted Percent Weighted Percent Weighted

Amount of Total Average Rate Amount of Total Average Rate Amount of Total Average Rate

(Dollars in thousands)

NOW accounts $ 36,910 5.8% 0.64% $ 27,456 5.4% 0.64% $ 26,899 5.4% 0.65%
Money market accounts 12,283 1.9% 2.59% 16,073 3.1% 2.70% 15,599 3.1% 2.78%
Savings accounts 210,728 33.4% 3.52% 173,692 33.8% 2.78% 163,118 32.6% 2.74%
Certificate of deposit accounts 265,623 42.1% 5.76% 228,351 44.5% 4.95% 234,541 46.8% 5.14%

Total interest bearing deposits 525,544 83.2% 4.43% 445,572 86.8% 3.76% 440,157 87.9% 3.89%

Noninterest bearing accounts 106,088 16.8% — 67,844 13.2% — 60,556 12.1% —
Total deposits $631,632 100.0% 3.69% $ 513,416 100.0% 3.26% $500,713 100.0% 3.42%

Asset and Liability Management 
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Estimated Exposure
to Net Interest Income

Dollar Percent
Change Change

(Dollars in thousands)

Initial Twelve Month Period:
Up 200 basis point ramp $ 457 1.63%
Up 100 basis point ramp 247 0.88%
Down 100 basis point ramp (314) (1.12%)
Down 200 basis point ramp (673) (2.40%)

Subsequent Twelve Month Period:
Up 200 basis point ramp $ 392 1.36%
Up 100 basis point ramp 394 1.36%
Down 100 basis point ramp (731) (2.53%)
Down 200 basis point ramp (1,819) (6.30%)
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Within Over Three Over Six Over One
Three to Six to Twelve Year to Over Five

Months Months Months Five Years Years Total

(Dollars in thousands)
Interest-earning assets:

Federal funds sold $ 5,600 $ — $ — $ — $ — $ 5,600
Investment securities — 4,999 19,273 21,000 2,024 47,296
Mortgage-backed securities 27,736 10,446 16,899 59,168 3,182 117,431

FHLB Stock 3,704 — — — — 3,704
Residential mortgage loans 32,850 26,502 47,638 115,085 25,848 247,923
Commercial loans 80,559 10,470 20,018 93,550 8,221 212,818
Consumer and other loans 28,413 2,411 3,292 16,343 7,625 58,084

Total interest-earning assets 178,862 54,828 107,120 305,146 46,900 692,856

Interest-bearing liabilities:
NOW accounts 3,075 3,075 6,152 24,608 — 36,910
Money market accounts 1,023 1,023 2,048 8,189 — 12,283
Savings accounts 17,562 17,562 35,122 140,482 — 210,728
Certificate of deposit accounts 66,480 45,377 113,144 40,269 353 265,623
Overnight & short-term borrowings 13,847 — — — — 13,847
FHLB borrowings 3,003 3 10,004 20,137 145 33,292
Other borrowings — 4,750 — — — 4,750

Total interest-bearing liabilities 104,990 71,790 166,470 233,685 498 577,433

Net interest sensitivity gap during the period $ 73,872 $(16,962) $(59,350) $ 71,461 $ 46,402 $ 115,423

Cumulative gap $ 73,872 $ 56,910 $ (2,440) $ 69,021 $115,423

Cumulative gap — 12/31/99 $ 55,263 $ 34,801 $ 13,953 $ 22,572 $ 81,325

Interest-sensitive assets as a percent of
interest-sensitive liabilities (cumulative) 170.36% 132.19% 99.29% 111.96% 119.99%

Cumulative gap as a percent of total assets 9.99% 7.70% (0.33%) 9.33% 15.61% 

Liquidity and Capital Resources
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Capital Resources

Impact of Inflation and Changing Prices 

Recent Accounting Developments 
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Bancorp Rhode Island, Inc.

Management’s Report 
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Bancorp Rhode Island, Inc.

Independent Auditors’ Report 
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December 31,
2000 1999

(In thousands)
Assets:

Cash and due from banks (Note 2) $ 28,853 $ 17,636
Federal funds sold 5,600 6,850
Investment securities available for sale (amortized cost of

$47,459 and $51,476, respectively) (Notes 3, 10, 11 and 12) 47,296 50,503
Mortgage-backed securities available for sale (amortized cost of 

$117,543 and $76,458, respectively) (Notes 4 and 11) 117,431 74,793
Stock in the Federal Home Loan Bank of Boston (Note 11) $ 3,704 $ 3,704

Loans receivable (Notes 5 and 11):
Residential mortgage loans $ 247,923 $ 237,320
Commercial loans 212,818 174,548
Consumer and other loans 58,084 47,090

Total loans receivable 518,825 458,958
Allowance for loan losses (Note 6) (7,294) (5,681)

Net loans receivable 511,531 453,277
Premises and equipment, net (Note 7) 6,384 5,857
Other real estate owned (Note 8) 30 49
Goodwill, net (Note 2) 11,930 13,094
Accrued interest receivable 5,630 4,670
Prepaid expenses and other assets 1,031 1,544

Total assets $ 739,420 $ 631,977

Liabilities:
Deposits (Note 9):

Demand deposit accounts $ 106,088 $ 67,844
NOW accounts 36,910 27,456
Money market accounts 12,283 16,073
Savings accounts 210,728 173,692
Certificate of deposit accounts 265,623 228,351

Total deposits 631,632 513,416

Overnight and short-term borrowings (Note 10) 13,847 14,978
Federal Home Loan Bank of Boston borrowings (Note 11) 33,292 48,183
Other borrowings (Note 12) 4,750 4,750
Other liabilities 2,607 2,975

Total liabilities $ 686,128 $ 584,302

Shareholders’ equity (Notes 1 and 18):
Common stock, par value $0.01 per share, authorized 11,000,000 shares:

Voting: Issued and outstanding 3,448,950 shares in 2000 and 3,448,550 shares in 1999 $ 34 $ 34
Non-Voting: Issued and outstanding 280,000 shares 3 3

Additional paid-in capital 39,621 39,617
Retained earnings 13,815 9,763
Accumulated other comprehensive loss, net (Notes 3 and 4) (181) (1,742)

Total shareholders’ equity 53,292 47,675

Total liabilities and shareholders’ equity $ 739,420 $ 631,977

Bancorp Rhode Island, Inc.

Consolidated Balance Sheets
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Year Ended December 31,
2000 1999 1998

(In thousands, except per share data)
Interest and dividend income:

Residential mortgage loans $ 17,982 $ 16,997 $ 19,205
Commercial loans 17,737 12,795 10,812
Consumer and other loans 4,472 3,491 3,144 
Investment securities 3,056 2,814 2,744
Mortgage-backed securities 5,576 4,835 3,521
Federal funds sold and other 930 482 400
Federal Home Loan Bank of Boston stock dividends 282 237 208

Total interest and dividend income 50,035 41,651 40,034

Interest expense:
NOW accounts 205 175 175
Money market accounts 375 473 401
Savings accounts 6,137 4,742 4,670
Certificate of deposit accounts 13,685 11,396 12,360
Overnight and short-term borrowings 636 335 225
Federal Home Loan Bank of Boston borrowings 2,359 2,198 1,871
Other borrowings 281 281 143

Total interest expense 23,678 19,600 19,845
Net interest income 26,357 22,051 20,189

Provision for loan losses (Note 6) 1,542 1,000 1,017
Net interest income after provision for loan losses 24,815 21,051 19,172

Noninterest income:
Loan related fees 258 306 137
Service charges on deposit accounts 2,722 2,215 1,734
Gain on sales of investment securities — — 5
Commissions on loans originated for others 74 83 141
Other income 524 618 710

Total noninterest income 3,578 3,222 2,727

Noninterest expense:
Salaries and employee benefits (Note 14) 9,552 8,065 7,136
Occupancy (Note 7) 1,530 1,302 1,155
Equipment 899 744 888
Data processing 1,340 1,348 1,137
Marketing 1,069 883 829
Professional services 891 870 586
Loan servicing 761 825 971
Other real estate owned (Note 8) 31 108 166
Amortization of goodwill 1,164 1,164 1,234
Deposit tax and assessments 109 58 56
Other expenses (Note 15) 2,316 1,987 1,885

Total noninterest expense 19,662 17,354 16,043
Income before income taxes and change in accounting principle 8,731 6,919 5,856

Income tax expense (Note 13) 3,113 2,448 2,022
Net income before change in accounting principle 5,618 4,471 3,834

Cumulative effect of change in accounting principle — 109 —
Net income 5,618 4,362 3,834

Dividends on preferred stock — 88 793
Net income available to common shareholders $ 5,618 $ 4,274 $ 3,041

Basic earnings per common share (Notes 2 and 19):
Income per common share before change in accounting principle $ 1.51 $ 1.18 $ 0.87
Cumulative effect of change in accounting principle, net of tax — (0.03) —
Net income per common share $ 1.51 $ 1.15 $ 0.87

Diluted earnings per common share (Notes 2 and 19):
Income per common share before change in accounting principle $ 1.49 $ 1.17 $ 0.85
Cumulative effect of change in accounting principle, net of tax — (0.03) —
Net income per common share $ 1.49 $ 1.14 $ 0.85

Average common shares outstanding - basic 3,728,688 3,727,010 3,506,573
Average common shares outstanding - diluted 3,768,589 3,741,778 3,584,820

Bancorp Rhode Island, Inc.

Consolidated Statements of Operations
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Accumulated
Additional Other

Preferred Common Paid-in Retained Comprehensive
Stock Stock Capital Earnings Income/(Loss) Total

(In thousands)

Balance at December 31, 1997 $ 4,770 $ 28 $ 36,753 $ 2,821 $ 335 $ 44,707

Net income — — — 3,834 — 3,834
Other comprehensive income, net of tax:

Unrealized holding losses arising
during the period, net of taxes of $57 (122) (122)
Gains included in net income, net of
taxes of $2 (3) (3)

Comprehensive income 3,709

Issuance of common stock — 9 12,711 — — 12,720
Exercise of stock options — — 34 — — 34
Redemption of preferred stock (3,966) — (8,724) — — (12,690)
Dividends on preferred stock — — — (793) — (793)

Balance at December 31, 1998 804 37 40,774 5,862 210 47,687

Net income — — — 4,362 — 4,362
Other comprehensive income, net of tax:

Unrealized holding losses arising
during the period, net of taxes of $1,002 (1,952) (1,952)

Comprehensive income 2,410

Exercise of stock options — — 49 — — 49
Redemption of preferred stock (804) — (1,206) — — (2,010)
Dividends on preferred stock — — — (88) — (88)
Dividends on common stock — — — (373) — (373)

Balance at December 31, 1999 — 37 39,617 9,763 (1,742) 47,675

Net income — — — 5,618 — 5,618
Other comprehensive income, net of tax:

Unrealized holding gains arising
during the period, net of taxes of $(804) 1,561 1,561

Comprehensive income 7,179

Exercise of stock options — — 4 — — 4
Dividends on common stock — — — (1,566) — (1,566)

Balance at December 31, 2000 $ — $ 37 $ 39,621 $ 13,815 $ (181) $ 53,292

Bancorp Rhode Island, Inc.

Consolidated Statements of Changes in Shareholders’ Equity
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Bancorp Rhode Island, Inc.

Consolidated Statements of Cash Flows 

Year Ended December 31,
2000 1999 1998

(In thousands)
Cash flows from operating activities:

Net income $ 5,618 $ 4,362 $ 3,834
Adjustment to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 2,558 3,030 3,428
Provision for loan losses 1,542 1,000 1,017
Gain on sales of investments — — (5)
Loss (gain) on other real estate owned (7) 12 65
(Increase) decrease in accrued interest receivable (960) 59 306
(Increase) decrease in prepaid expenses and other assets (290) (225) 61
Increase (decrease) in other liabilities (368) 923 (1,605)
Increase (decrease) in other, net 204 213 54

Net cash provided by operating activities 8,297 9,374 7,155

Cash flows from investing activities:
Origination of:

Residential mortgage loans (9,960) (17,630) (13,093)
Commercial loans (65,421) (62,281) (41,899)
Consumer loans (18,111) (18,909) (17,051)

Purchase of:
Investment securities available for sale (9,000) (35,168) (25,950)
Mortgage-backed securities available for sale (58,999) (17,947) (55,930)
Residential mortgage loans (48,503) (53,883) (108,591)
Consumer and other loans (5,043) — —
Federal Home Loan Bank of Boston stock — (359) (437)

Principal payments on:
Investment securities available for sale 13,000 23,000 32,670
Mortgage-backed securities available for sale 17,785 21,256 18,648
Residential mortgage loans 47,422 91,841 118,679
Commercial loans 27,139 21,620 22,547
Consumer loans 12,042 10,187 11,739

Proceeds from sale of investment securities available for sale — — 2,001
Proceeds from disposition of other real estate owned 163 617 673
Proceeds from sale of premises and equipment — — 205
Capital expenditures for premises and equipment (1,476) (1,923) (1,642)

Net cash used in investing activities (98,962) (39,579) (57,431)

Cash flows from financing activities:
Net increase in deposits 118,216 12,703 35,806
Net increase in overnight and short-term borrowings (1,131) 10,716 1,933
Proceeds from FHLB and other borrowings 15,116 70,300 70,000
Repayment of FHLB and other borrowings (30,007) (58,617) (46,175)
Proceeds from issuance of common stock, net 4 49 12,754
Redemption of preferred stock — (2,010) (12,690)
Dividends on preferred stock — (88) (793)
Dividends on common stock (1,566) (373) — 

Net cash provided by financing activities 100,632 32,680 60,835

Net increase (decrease) in cash and cash equivalents 9,967 2,475 10,559
Cash and cash equivalents at beginning of year 24,486 22,011 11,452
Cash and cash equivalents at end of year $ 34,453 $ 24,486 $ 22,011

Supplementary disclosures:
Cash paid for interest $ 23,471 $ 19,604 $ 20,473
Cash paid for income taxes 3,975 3,230 2,665
Non-cash transactions:

Additions to other real estate owned in settlement of loans 137 284 776
Change in other comprehensive income, net of taxes 1,561 (1,952) (125)



Bancorp Rhode Island, Inc.
Notes to Consolidated Financial Statements
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

Unrealized
Amortized Market

Cost Gains Losses Value

(In thousands)
At December 31, 2000:
U.S. Treasury obligations $ 1,016 $ — $ (11) $ 1,005
U.S. Agency obligations 44,256 167 (119) 44,304
Trust Preferred securities 2,187 — (200) 1,987

Total $ 47,459 $ 167 $ (330) $ 47,296

At December 31, 1999:
U.S. Treasury obligations $ 10,023 $ 21 $ (35) $ 10,009
U.S. Agency obligations 39,256 5 (875) 38,386
Trust Preferred securities 2,197 — (89) 2,108

Total $ 51,476 $ 26 $ (999) $ 50,503
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

After One, But After Five, But
Within One Year Within Five Years Within Ten Years After Ten Years

Weighted Weighted Weighted Weighted
Amortized Market Average Amortized Market Average Amortized Market Average Amortized Market Average

Cost Value Yield Cost Value Yield Cost Value Yield Cost Value Yield
(Dollars in thousands) 

At December 31, 2000:
U.S. Treasury obligations $ 1,016 $ 1,005 4.16% $ — $ — $—% $ — — —% $ — $ — —%
U.S. Agency obligations 5,256 5,243 5.70% 39,000 39,061 6.40% — — —% — — —%
Trust Preferred securities — — —% — — —% — — —% 2,187 1,987 8.16%

Total $ 6,272 $ 6,248 5.46% $ 39,000 $ 39,061 6.40% $ — — —% $ 2,187 $ 1,987 8.16%

At December 31, 1999:
U.S. Treasury obligations $ 8,986 $ 9,007 6.39% $ 1,037 $ 1,002 4.15% $ — $ — —% $ — $ — —%
U.S. Agency obligations 3,991 3,991 5.80% 25,265 24,557 5.74% 10,000 9,838 7.10% — — —%
Trust Preferred securities — — —% — — —% — — —% 2,197 2,108 8.16%

Total $12,977 $ 12,998 6.21% $ 26,302 $ 25,559 5.68% $ 10,000 $ 9,838 7.10% $ 2,197 $ 2,108 8.16%

Year Ended December 31,
2000 1999 1998

(In thousands)

Amortized cost of Investment Securities sold $ — $ — $ 1,996
Gains realized on sales of Investment Securities — — 5

Net proceeds from sales of Investment Securities $ — $ — $ 2,001

Unrealized
Amortized Market

Cost Gains Losses Value

(In thousands)
At December 31, 2000:
Small Business Administration $ 21,785 $ — $ (20) $ 21,765
Federal National Mortgage Association 66,623 381 (445) 66,559
Federal Home Loan Mortgage Corporation 16,455 76 (3) 16,528
Collateralized Mortgage Obligations 12,680 — (101) 12,579

Total $ 117,543 $ 457 $ (569) $ 117,431

At December 31, 1999:
Federal National Mortgage Association $ 57,911 $ — $ (1,106) $ 56,805 
Federal Home Loan Mortgage Corporation 4,190 — (19) 4,171 
Collateralized Mortgage Obligations 14,357 — (540) 13,817 

Total $ 76,458 $ — $ (1,665) $ 74,793 
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

Within Ten Years After Ten Years
Weighted Weighted

Amortized Market Average Amortized Market Average
Cost Value Yield Cost Value Yield

(Dollars in thousands)

At December 31, 2000:
Small Business Administration $ — $ — —% $ 21,785 $ 21,765 7.27%
Federal National Mortgage Association — — —% 66,623 66,559 6.50%
Federal Home Loan Mortgage Corporation — — —% 16,455 16,528 6.74%
Collateralized Mortgage Obligations — — —% 12,680 12,579 6.47%

Total $ — $ — —% $ 117,543 $ 117,431 6.67%

At December 31, 1999:
Federal National Mortgage Association $ — $ — —% $ 57,911 $ 56,805 5.93%
Federal Home Loan Mortgage Corporation — — —% 4,190 4,171 6.67%
Collateralized Mortgage Obligations — — —% 14,357 13,817 6.48%

Total $ — $ — —% $ 76,458 $ 74,793 6.07%

December 31,
2000 1999

(In thousands)
Residential mortgage loans:

One- to four-family adjustable rate $ 212,197 $ 196,863
One- to four-family fixed rate 34,609 39,037

Subtotal 246,806 235,900
Premium on loans acquired 1,166 1,446
Net deferred loan origination fees (49) (26)

Total $ 247,923 $ 237,320

Commercial loans:
Commercial real estate - nonowner occupied $ 69,315 $ 56,181
Commercial and industrial 51,470 40,109
Commercial real estate - owner occupied 38,272 33,968
Small business 19,170 13,322
Multi-family 15,933 16,270
Leases 11,731 8,499
Construction 7,070 6,379

Subtotal 212,961 174,728
Net deferred loan origination fees (143) (180)

Total $ 212,818 $ 174,548

Consumer and other loans:
Home equity - lines of credit $ 26,215 $ 24,166
Home equity - term loans 23,292 19,710
Automobile 4,643 —
Installment 1,348 1,279
Savings secured 987 1,005
Unsecured and other 1,044 590

Subtotal 57,529 46,750
Premium on loans acquired 144 — 
Net deferred loan origination costs 411 340

Total $ 58,084 $ 47,090
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

Year Ended December 31,
2000 1999 1998

(In thousands)

Income in accordance with original terms $ 48 $ 130 $ 138
Income recognized (13) (64) (21)
Foregone interest income $ 35 $ 66 $ 117

Year Ended December 31,
2000 1999

(In thousands)

Balance at beginning of year $ 3,767 $ 2,695
Additions 4,251 4,962
Repayments (1,633) (3,890)

Balance at end of year $ 6,385 $ 3,767
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

December 31,
2000 1999

(In thousands)
Loan category:
Residential mortgage loans $ 1,460 $ 1,395
Commercial loans 3,210 2,007
Consumer and other loans 731 566
Unallocated 1,893 1,713

Total $ 7,294 $ 5,681

Year Ended December 31,
2000 1999 1998

(In thousands)

Balance at beginning of year $ 5,681 $ 5,018 $ 4,340
Provision for loan losses charged against income 1,542 1,000 1, 017
Loans charged-off (125) (384) (352)
Recoveries of loans previously charged-off 196 47 13

Balance at end of year $ 7,294 $ 5,681 $ 5,018

Minimum 
Less Payments

(In thousands)

2001 $ 715
2002 726
2003 673
2004 669
2005 659
Thereafter 2,136

$ 5,578

December 31,
2000 1999

(In thousands)

Land $ 785 $ 785
Office buildings and improvements 1,837 1,727
Leasehold improvements 2,233 1,886
Data processing equipment and software 3,297 2,896
Furniture, fixtures and other equipment 2,610 2,094

Subtotal 10,762 9,388
Less accumulated depreciation and amortization (4,378) (3,531)

Total premises and equipment $ 6,384 $ 5,857
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

December 31,
2000 1999

(In thousands)

One- to four-family residential property $ 61 $ 84
Subtotal 61 84

Allowance for losses (31) (35)
Total $ 30 $ 49

Year Ended December 31,
2000 1999

(In thousands)

Balance at beginning of year $ 35 $ 49
Provisions — 12
Net charge-offs (4) (26)
Balance at end of year $ 31 $ 35 

Year Ended December 31,
2000 1999

(In thousands)

1 year or less remaining $ 224,690 $ 152,025
More than 1 year to 2 years remaining 36,403 69,775
More than 2 years to 4 years remaining 2,938 4,943
More than 4 years remaining 1,592 1,608

Total $ 265,623 $ 228,351 

Year Ended December 31,
2000 1999 1998

(In thousands)

Collection and repossession expenses $ 42 $ 73 $ 46
Net expenses of holding properties (4) 23 55
Provision for losses — 12 75

Total $ 38 $ 108 $ 176

December 31,
2000 1999

(In thousands)

Treasury tax and loan notes $ 819 $ 3,104
Retail reverse repurchase agreements 13,028 11,874

Total $ 13,847 $ 14,978
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December 31,
2000 1999

(In thousands)

Notes payable:
5.76% note due 03/08/00 $ — $ 5,000
5.82% note due 03/30/00 — 4,000
5.84% note due 05/01/00 — 4,000
6.50% note due 01/05/01 3,000 —
5.87% note due 06/02/03 10,100 10,100
6.01% note due 11/08/04 (callable 11/08/01) 10,000 10,000
6.72% note due 12/03/04 10,000 10,000
5.25% note due 01/21/09 (amortizing) 76 83
5.35% note due 10/08/09 (callable 10/10/00) — 5,000
6.97% note due 09/08/20 (amortizing) 116 —

Total $ 33,292 $ 48,183

Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

Year Ended December 31,
2000 1999

(In thousands)

Outstanding at end of year $ 819 $ 3,104
Outstanding collateralized by securities with:

Amortized cost 3,999 3,996
Market value 3,987 3,999

Average outstanding for the year 921 837
Maximum outstanding at any month end 3,000 3,104 
Weighted average rate at end of year 5.72% 4.52%
Weighted average rate paid for the year 6.25% 4.84%

Year Ended December 31,
2000 1999

(In thousands)

Outstanding at end of year $ 13,028 $ 11,874
Maturity date 1/2/01 1/3/00
Outstanding collateralized by securities with:

Amortized cost 14,904 23,255
Market value 14,903 22,790

Average outstanding for the year 10,553 6,278
Maximum outstanding at any month end 14,485 12,361
Weighted average rate at end of year 2.74% 2.88%
Weighted average rate paid for the year 5.48% 4.50%
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Year Ended December 31,
2000 1999 1998

(In thousands)
Current expense:

Federal $ 4,133 $ 3,011 $ 2,441
State 95 96 173

Total current expense 4,228 3,107 2,614

Deferred benefit
Federal (1,115) (659) (460)
State — — (132)

Total deferred benefit (1,115) (659) (592)
Total income tax expense $ 3,113 $ 2,448 $ 2,022

Year Ended December 31,
2000 1999 1998

(In thousands)

Statutory federal income tax rate 34.0% 34.0% 34.0%
Increase resulting from:

State income tax, net of federal tax benefit 1.1 0.9 0.5
Other, net 0.6 0.5 —

Effective combined federal and state income tax rate 35.7% 35.4% 34.5%

Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

December 31,
2000 1999

(In thousands)

Outstanding at end of year $ 4,750 $ 4,750
Maturity date 6/29/01 6/29/01
Outstanding collateralized by securities with:

Amortized cost 5,000 5,000
Market value 4,973 4,863

Average outstanding for the year 4,750 4,750
Maximum outstanding at any month end 4,750 4,750
Weighted average rate at end of year 5.83% 5.83%
Weighted average rate paid for the year 5.83% 5.83%
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

December 31,
2000 1999

(In thousands)

Gross deferred tax assets:
Allowance for loan losses $ 2,488 $ 1,537
Organizational costs 9 61
Unrealized loss on securities available for sale 93 897
Other 294 223

Total gross deferred tax assets 2,884 2,718

Gross deferred tax liabilities:
Purchase accounting adjustments (1,043) (1,143)

Total gross deferred tax liabilities (1,043) (1,143)
Net deferred tax asset $ 1,841 $ 1,575
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

Number of Weighed
Unexercised Average

Options Price

Options at January 1, 1998 — $ —
Granted 16,500 17.19
Exercised — —
Forfeited/Canceled — —

Options at December 31, 1998 16,500 17.19

Granted 5,500 10.88
Exercised — — 
Forfeited/Canceled — — 

Options at December 31, 1999 22,000 15.61

Granted 5,500 10.13
Exercised — —
Forfeited/Canceled — —

Options at December 31, 2000 27,500 14.52

Options exercisable at December 31, 2000 27,500 $ 14.52

Number of Weighed
Unexercised Average

Options Price

Options outstanding at December 31, 1997 155,150 $ 10.00
Granted 50,500 12.74
Exercised (3,400) 10.00
Forfeited/Canceled (16,300) 10.69

Options outstanding at December 31, 1998 185,950 10.68

Granted 85,000 10.63
Exercised (4,950) 10.00
Forfeited/Canceled (26,050) 10.60

Options outstanding at December 31, 1999 239,950 10.69
Granted 62,300 10.06
Exercised (400) 10.00
Forfeited/Canceled (1,600) 10.50

Options outstanding at December 31, 2000 300,250 10.56

Options exercisable at December 31, 2000 186,465 $ 10.54



Annual Report 2000 57

Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

Year Ended December 31,
2000 1999 1998

(In thousands)
Net income (in thousands):

As reported $ 5,618 $ 4,362 $ 3,834 
Pro forma 5,492 4,228 3,678

Earnings per common share:
Basic:

As reported $ 1.51 $ 1.15 $ 0.87
Pro forma 1.47 1.11 0.82

Diluted:
As reported $ 1.49 $ 1.14 $ 0.85
Pro forma 1.46 1.11 0.80

Year Ended December 31,
2000 1999 1998

(In thousands)
Telephone $ 470 $ 424 $ 422
Forms and supplies 371 287 327
Postage 251 207 206
Insurance 128 132 166
Correspondent bank fees 128 99 82
Director fees 120 90 68
Recruiting 117 97 49
Other 731 651 565

Total $ 2,316 $ 1,987 $ 1,885
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December 31,
2000 1999

(In thousands)

Commitments to originate loans $ 5,440 $ 12,403
Unused lines of credit 86,935 107,552
Letters of credit 2,324 1,364

Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

December 31, 2000 December 31, 1999
Book Estimated Book Estimated
Value Fair Value Value Fair Value

(In thousands)
Assets:
Cash and due from banks $ 28,853 $ 28,853 $ 17,636 $ 17,636
Federal funds sold 5,600 5,600 6,850 6,850
Investment securities 47,296 47,296 50,503 50,503
Mortgage-backed securities 117,431 117,431 74,793 74,793
Stock in the FHLB 3,704 3,704 3,704 3,704
Loans receivable, net of allowance for loan losses:

Residential mortgage loans 245,951 251,748 235,323 233,155
Commercial loans 208,483 216,035 171,674 173,459
Consumer and other loans 57,097 58,382 46,280 46,380

Accrued interest receivable 5,630 5,630 4,670 4,670

Liabilities:
Deposits:

Demand deposit accounts 106,088 106,088 67,844 67,844
NOW accounts 36,910 36,910 27,456 27,456
Money market accounts 12,283 12,283 16,073 16,073
Savings accounts 210,728 210,728 173,692 173,692
Certificate of deposit accounts 265,623 267,786 228,351 227,805

Overnight and short-term borrowings 13,847 13,847 14,978 14,978
FHLB borrowings 33,292 34,027 48,183 47,658
Other borrowings 4,750 4,754 4,750 4,673
Accrued interest payable 1,424 1,424 1,217 1,217
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Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)



Annual Report 2000 61

Bancorp Rhode Island, Inc.

Notes to Consolidated Financial Statements (Continued)

To Be Considered
For Capital “Well Capitalized”

Actual Adequacy Purpose by the FDIC
Amount Ratio Amount Ratio Amount Ratio

(Dollars in thousands)

At December 31, 2000:
Tier I capital (to average assets) $ 41,129 5.85% $ 21,086 3.00% $ 35,144 5.00%
Tier I capital (to risk-weighted assets) 41,129 9.41% 17,484 4.00% 26,226 6.00%
Total capital (to risk-weighted assets) 46,615 10.66% 34,968 8.00% 43,710 10.00%

At December 31, 1999:
Tier I capital (to average assets) $ 36,323 5.88% $ 18,537 3.00% $ 30,896 5.00% 
Tier I capital (to risk-weighted assets) 36,323 9.70% 14,974 4.00% 22,461 6.00%
Total capital (to risk-weighted assets) 41,015 10.96% 29,948 8.00% 37,435 10.00%

Year Ended December 31,
2000 1999 1998

(In thousands)
Basic EPS Computation:

Numerator (in thousands):
Net income $ 5,618 $ 4,362 $ 3,834
Preferred dividends — (88) (793)
Net income available to common shareholders $ 5,618 $ 4,274 $ 3,041

Denominator:
Common shares outstanding 3,728,688 3,727,010 3,506,573
Stock options — — —
Warrants — — —
Total shares 3,728,688 3,727,010 3,506,573

Basic EPS $ 1.51 $ 1.15 $ 0.87

Diluted EPS Computation:

Numerator (in thousands):
Net income $ 5,618 $ 4,362 $ 3,834
Preferred dividends — (88) (793)
Net income available to common shareholders $ 5,618 $ 4,274 $ 3,041

Denominator:
Common shares outstanding 3,728,688 3,727,010 3,506,573
Stock options 24,534 7,233 36,303
Warrants 15,367 7,535 41,944
Total shares 3,768,589 3,741,778 3,584,820

Diluted EPS $ 1.49 $ 1.14 $ 0.85
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December 31,
2000

(In thousands)

Assets:
Cash and due from banks $ 16
Overnight investments 352
Investment in subsidiaries 52,878

Total assets $ 53,246
Liabilities:

Income taxes payable $ (46)
Total liabilities (46)

Shareholders’ equity:
Common stock, par value $0.01 per share, authorized 11,000,000 shares:

Voting: Issued and outstanding 3,448,950 shares 34
Non-Voting: Issued and outstanding 280,000 shares 3

Additional paid-in capital 39,621
Retained earnings 13,815
Accumulated other comprehensive income (loss), net (181)

Total shareholders’ equity 53,292
Total liabilities and shareholders’ equity $ 53,246
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Year Ended 
December 31,

2000
(In thousands)

Cash flows from operating activities:
Net income $ 5,618
Adjustment to reconcile net income to net cash provided by operating activities:

Equity in undistributed earnings of subsidiaries (4,757)
Increase (decrease) in other liabilities (46)

Net cash provided by operating activities 815

Cash flows from financing activities:
Dividends on common stock (447)

Net cash provided by financing activities (447)
Net increase (decrease) in cash and due from banks 368
Cash and cash equivalents at beginning of year —
Cash and cash equivalents at end of year $ 368

Supplementary disclosures:
Cash paid for income taxes $ —
Non-cash transactions:

Change in other comprehensive income, net of taxes (181)

Year Ended 
December 31,

2000
(In thousands,

except per 
share data)

Income:
Dividends received from subsidiary $ 950
Interest on overnight investments 8

Total income 958

Expenses:
Directors’ fees 15
Professional services 126
Other expenses 2

Total expenses 143
Income before income taxes 815

Income tax expense (benefit) (46)
Income before equity in undistributed earnings of subsidiary 861

Equity in undistributed earnings of subsidiary 4,757
Net income $ 5,618

Basic earnings per common share: $ 1.51
Diluted earnings per common share: $ 1.49
Average common shares outstanding - basic 3,728,688
Average common shares outstanding - diluted 3,768,589
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2000 Quarter Ended
March 31 June 30 September 30 December 31

(In thousands, except per share data)

Interest income $ 11,493 $ 12,195 $ 12,894 $ 13,453
Interest expense 5,372 5,684 6,128 6,494

Net interest income 6,121 6,511 6,766 6,959
Provision for loan losses 340 382 410 410

Net interest income after provision for loan losses 5,781 6,129 6,356 6,549
Noninterest income 776 874 984 944
Noninterest expense 4,556 4,923 5,034 5,149

Income before taxes 2,001 2,080 2,306 2,344
Income taxes 695 724 852 842

Net income $ 1,306 $ 1,356 $ 1,454 $ 1,502

Basic EPS $ 0.35 $ 0.36 $ 0.39 $ 0.40

Diluted EPS $ 0.35 $ 0.36 $ 0.38 $ 0.39

1999 Quarter Ended
March 31 June 30 September 30 December 31

(In thousands, except per share data)

Interest income $ 9,961 $ 10,226 $ 10,500 $ 10,964
Interest expense 4,854 4,887 4,858 5,001

Net interest income 5,107 5,339 5,642 5,963
Provision for loan losses 225 225 225 325

Net interest income after provision for loan losses 4,882 5,114 5,417 5,638
Noninterest income 654 744 921 903
Noninterest expense 3,995 4,242 4,615 4,502

Income before taxes and accounting principle change 1,541 1,616 1,723 2,039
Income taxes 542 567 592 747

Net income before accounting principle change 999 1,049 1,131 1,292
Cumulative effect of accounting principle change, net 109 — — — 

Net income 890 1,049 1,131 1,292
Preferred dividends 44 44 — —

Net income available to common shareholders $ 846 $ 1,005 $ 1,131 $ 1,292

Basic EPS:
Income before accounting principle change $ 0.26 $ 0.27 $ 0.30 $ 0.35
Cumulative effect of accounting principle change, net (0.03) — — —
Net income $ 0.23 $ 0.27 $ 0.30 $ 0.35

Diluted EPS:
Income before accounting principle change $ 0.26 $ 0.27 $ 0.30 $ 0.35
Cumulative effect of accounting principle change, net (0.03) — — — 
Net income $ 0.23 $ 0.27 $ 0.30 $ 0.35



Market For The Company’s Common Stock and Related Stockholder Matters

Stock Price Dividend
High Low Paid

1999

First Quarter 12.25 9.81 0.00 
Second Quarter 11.50 9.75 0.00
Third Quarter 12.00 9.75 0.05
Fourth Quarter 11.25 9.75 0.05

2000

First Quarter 10.19 9.13 0.10
Second Quarter 11.50 9.00 0.10
Third Quarter 14.50 10.50 0.10
Fourth Quarter 14.00 12.50 0.12
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