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S TAY I N G T H E C O U R S E 



T H E V I C T O RY B A N K S TAT E M E N T O F P U R P O S E 
We exist to optimize the financial lives of our clients. 

The Victory Bank Client Experience 
is defined by fairness and good advice, by convenience, speed and responsiveness, 

and by integrity and respect. 

VA L U E S 
The Victory Bank Team achieves success through high personal and corporate character, by sharin 

valuable experience and knowledge, and by exhibiting consistent, daily behavior that benefits our cli 

We value: 

• Extraordinary Personal Service – Every 
client contact is an opportunity to better our 
clients’ lives, leaving them feeling valued, 
important and satisfied. Perfection of 
The Victory Bank Client Experience 
is our inspiration. 

• Ethical Behavior – We always strive to do 
what is right and best for the long-term interests 
of our clients, team members and shareholders. 

• Personal and Corporate Integrity – Our 
values stand the challenges of business, and the 
tests of time. We do not compromise our values 
for personal or corporate gain. 

• Candor – Open, honest and direct communica-
tion is expected throughout the organization 
regardless of title or position. Pollution of our 
work environment with gossip and negativity is 
not acceptable. 

• Respect for All – We conduct business so 
that all constituencies are served, regardless of 
age, gender, race, sexual preference, disability, 
religious or political views, and in a way 
that benefits our team members, our local 
communities and our shareholders. 

• Credibility – We do what we promise. 

• Consistency and Excellence – We love 
doing things right the first time, and are 
relentlessly committed to excellence. 

• Planning, Efficiency and Systematic 
Thinking – We establish clear plans and go 
designed to ensure the success of the bank. 
We carefully consider the long-term implications 
of our decisions, and operate efficiently and 
without waste. 

• A Learning Organization – We are 
committed to the never-ending improvement of 
our systems and technology, and to constantly 
bettering our individual knowledge and skills. 

• Creativity and Innovation – We recognize 
and reward those team members who find better 
ways to do things. Change and experimentation 
are encouraged, and mistakes are viewed as 
opportunities to learn and improve. When things 
go wrong, we focus on solutions and learning 
rather than blame. 

• A Great Working Environment – The safety 
and satisfaction of our team members is 
fundamental to meeting our goals. Our long-term 
goal is to make The Victory Bank the employer 
of choice. 

• Teamwork – We recognize and celebrate the 
importance and power of teamwork, of working 
in a collaborative way where individual 
recognition is secondary to accomplishing the 
common good. 

Ultimately, we measure our success through the outlook of our clients, whose total satisfaction assures 
corporate growth and financial success. Perfection is our inspiration. 
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VICTORY 
BANCORP 

Introduction 

Thousands of years ago, merchants using pack animals and 
the strength of their own backs set out on long expeditions, 
carrying spices, exotic foods, silks and oils, navigating along 
river valleys and over mountain ranges, through ever-changing 
weather and treacherous conditions, in the hopes of selling 
these goods for a small profit. While they sometimes used 
the sun, moon, and stars to guide their travels, they more 
commonly followed the simple dirt paths that lay before 
them, trodden into recognition over time by their predeces-
sors, knowing that these proven paths led to their chosen 
destinations. 

In our modern world, trucks, railroads, airplanes and gigantic 
ships laden with raw materials, clothing, produce, automobiles 
and every kind of consumer goods are in constant motion, 
guided by satellites and computers, able to avoid the worst 
kinds of weather and travel at high speeds across many 
thousands of miles from continent to continent and deliver 
billions of dollars of goods each day. 

Despite these many technological changes, I would argue 
that in the most important way, nothing about the merchant 
business has changed! The value created to others by these 
modern merchants is not at all about available tonnage, 
modern navigation systems or the cost of fuel. The value of 
the business is still about delivering the goods! In other 
words, nobody on the receiving end thinks much about the 
logistics required in getting fresh blueberries to the market all 
the way from Chile – they just want to go in the market and 
buy berries of good quality at a fair price. 

And so it is in banking. 

Our customers are not looking for a fancy marketing slogan, 
technology so slick they don’t know how to use it, or some 
kind of clever “brand,” filled with promises we don’t intend 
to keep. What they need is good advice, convenience, 
consistency, accuracy, and most importantly, the peace of 
mind they achieve banking with experienced local bankers 
they know and trust. 

That is why The Victory Bank is here. 

Great advice, consistent personal service and impeccable 
credibility are the goods we strive to deliver. 2 



Like the time-worn trails followed by those ancient traders, the 
path we chose when we founded this bank was clear and 
straightforward – to build a local banking company focused 
on the needs of local businesses and professionals, and to do 
everything within our power to create a banking relationship 
molded around their needs and preferences, instead of what 
was convenient or easy for us as bankers. The path we chose 
obligates us to always consider the long term best interests of 
every client, in everything that we do. 

We believe that if we do this in a most consistent way, if we 
stay the course we have chosen, our business will grow 
and prosper, and our shareholders will benefit from such 
growth and prosperity. 

Key Success Factors 

The Victory Bank focuses its efforts on these Key Success 
Factors: 

• Clear Strategic Focus 
• Management by Values 
• Hiring, Training and Keeping Better Bankers 
• “Golden Rule” Service 
• State of the Art Technology 
• Efficiency 

• Our Clear Strategic Focus directs us to efficiently 
deliver loans, deposit products, cash management 
services and merchant services to small and medium 
sized businesses and professional practices, and to avoid 
the distraction of trying to be all things to all people. 

• Management by Values means that we hire team 
members for whom the values listed in our Statement of 
Purpose resonate in a profound way, and that we use 
these values to govern our behavior and to lead us to 
making good decisions. 

• Hiring, Training and Keeping Better Bankers is 
the foundation of our strategic approach to banking, and 
our most important differentiator. 

• “Golden Rule” Service creates a strategic advantage 
for our bank as compared with many other financial 
services companies. Our focus is to always do what is 
right for our customers and treat them the way we wish 
to be treated. 

Joseph W. Major 
Chairman and CEO 

• Our application of State of the Art Technology 
allows the bank to provide our clients with unmatched 
convenience and service, and to control costs. 

• Our commitment to Efficiency drives us to operate in a 
careful, frugal manner, and to consider the revenue gain 
to be derived from any proposed expenditure. 

Financial Results and Key Milestones 

It is self-evident that the operating environment experienced by 
the bank has been far different than what we had expected 
during the planning phases for the bank in 2006/2007, with 
overall loan and deposit rates much lower than our forecasts, 
overall credit demand and credit quality extraordinarily lower 
than in the past, and yields on alternative investments also at 
historic lows. Given the reality of the fixed overhead required 
to run any bank (think buildings, computer systems, qualified 
people, legal fees, etc.), we had no choice but to grow 
the balance sheet in a manner designed to reach sustained 
profitability, all without taking dangerous risks in making 
loans, a challenging undertaking indeed given the treacherous 
external operating environment. The core of our success 
thus far is the creation of valuable relationships with local 
businesses and professionals, based upon knowing the 
marketplace and holding ourselves to traditional underwriting 
standards. 

We are pleased to report that the bank enjoyed its first 
profitable month in October of 2010, and generated an 
overall profit of over $200,000 during the fourth quarter 
consisting of core profits and tax benefits generated through 
the recapture of losses as offset against projected 2011 
earnings. This was the 11th full quarter of operations, a point 
in time almost exactly in line with the original projections for 
reaching profitability. For the year 2010, we had budgeted 
a loss of $613,562, but the actual loss was smaller at 
$499,067. 

We believe the bank has reached a size where it can be 
sustainably profitable, in essence to have “grown into” the 
fixed overhead burden, while maintaining overall quality in its 
credit and interest rate risk profiles. Please note the following 
financial highlights: 
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• Total Assets grew from $55.6 million at December 31, 
2009 to $84.9 million at year-end 2010. 

• Total Loans, net of the allowance for loan losses, 
increased $27.0 million during 2010 to $73.4 million. 

• Deposit Growth of $27.3 million to $75.4 million during 
2010. 

• Growth in Net Interest Margin from 2.82% in 2009 to 
3.74% during 2010. 

• Net Interest Income more than doubled from $1.1 million 
in 2009 to $2.6 million in 2010. 

• Non-Interest Income increased from $134 thousand in 
2009 to $310 thousand in 2010. 

• Asset Quality – The Bank’s allowance for loan losses to 
total loans increased slightly from 1.23% at December 
31, 2009 to 1.26% a year later. 

• The Bank’s Capital Ratios remain well in excess of 
regulatory requirements for Capital Adequacy Purposes 
and also to be considered Well Capitalized under 
Prompt Corrective Action Provisions. 

Capital Raise 

Banking is a highly regulated industry, perhaps more today 
than ever before. A common misconception is that banks can 
use their deposits and borrowings to fund all of their lending 
and investment activities; however, like all banks, The Victory 
Bank is required to keep a certain amount of capital on the 
balance sheet, usually derived from investors and from 
earnings retained over time. These various capital ratios are 
absolute limitations on the overall asset size of the company, 
and on how much risk it can take. 

The Victory Bancorp conducted a small, private-placement 
stock offering in the fourth quarter of 2010, issuing a new 
class of convertible/preferred stock that is expected to pay a 
7%, non-cumulative dividend, subject to quarterly regulatory 
approval and approval of the board. Prior to year-end, the 
company received additional capital of $1.2 million from 
this offering. The Victory Bancorp retained approximately 
$138 thousand of this raise at the holding company level, 
down-streaming the rest of the capital to the bank, to allow 
the bank to continue to follow its business plan and grow its 
overall asset size. 

Because of market conditions and valuations on all bank 
stocks, it was necessary to establish a conversion price and 
dividend payout that would attract new capital into the bank, 
a valuation that was ultimately somewhat dilutive to the 
original investors. However, with this new capital on the 
balance sheet, we believe that the bank is well-positioned to 
continue its growth path well into the future. 

Plans for 2011 and Beyond – Staying the Course 

Fundamentally, the company plans to grow the balance sheet 
at a steady pace, remaining committed to its core strategy 
and values. Our budgets call for adding experienced 
commercial bankers and support staff so that we can provide 
our existing client base with excellent service and good 
advice, while adding new clients in a consistent pattern of 

growth. Boiled down to its essence, we intend to “stay the 
course,” and use the recent infusion of capital to do “more of 
the same.” 

We also believe there is great value in expanding our use 
of technology; many of our clients make almost all of their 
deposits using one of the Remote Capture Services available 
from our bank, sometimes supplemented with our courier 
service. They take advantage of our on-line banking products 
to pay bills, and our highly competitive merchant services 
program so that they can accept credit card payments from 
their customers. 

Our plans also call for greater efficiency than ever. In part 
because of new legislation passed by Congress during 2010 
in response to the financial crisis of the past few years, and in 
part because of the overall banking regulatory climate, the 
burden on our company to comply with laws and regulations 
is greater than ever, and is expected to become even more 
difficult in the future. Crying about it won’t help - part of our 
solution is to systematize our practices in this regard, making 
sure that this company is both compliant and efficient. We 
also plan to drive our growth using our existing banking 
facility in Limerick, and have no plans for additional bank 
branches in the immediate future. 

Conclusion 

Certainly 2010 was a crucial year in the history of The 
Victory Bank, a year that will always be remembered as the 
time when we achieved sufficient growth to start generating 
a profit, and were able to attract a significant amount of new 
capital to facilitate growth and stability. In closing, I would 
offer our most sincere thanks and appreciation to all of you 
who have invested into the bank, to those who have joined 
our team and helped us build our business, and to those who 
have chosen to bank with us. Thanks to all of you for your 
support and referrals, as we look forward to a successful 
2011 and beyond. 

Sincerely Yours, 

Joseph W. Major 
Chairman and CEO 

The Victory Bank 
The Victory Bancorp 
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l ~ renteBeard 

Independent Auditors' Report 

Board cl Olrect0ts 
The Victory Banoorp, Inc. 

We hava audited lh-8 accompanying oonsOlictated ba&ance sheel ot The Victory Bancorp, Inc. Md subsldlaty 
(the "Bank") as of December 31 , 2010 and 2009, and the related oonsoliclated $latements of operations, 
stockholders' equity and cash nows for the yea.ts then e-nded. These consolldaled llnanclal statements ate the 
responsibilily of the Bank's management. Our responsi:>iity is to eniress an oc,inion on these oonsoiclated 
financial statetne-nts based on our aucit. 

We conducted our aldts in aooordance with aucliti'lg standards generally aooepted in the United States of 
America. ThMe standards require lhal we plan and perform the audit 10 ob«ain reasonable aMuranoe about 
whether the financial statements are free ot material mi:s$tatement. An audit includes examining, on a test 
basis, evidence supporting 1h8 amoonts and disclosures In the fk'lanclal statements. AA audit al:so Includes 
assening the accoonting principles used and significant estimates made by management, as well as 
evaJuating the overall r.-.ancial s.1atemen1 presentation. We betle-ve 1ha1 our audilS provide a reasonable bas.ls 
for our opinion. 

In our opinion, the oonSOlidaled llnanclal statements relerted to abOve present falrty, In aa matetlal respec&s, 
the financial position of The Victory Bancorp, Inc. and subsidiary as of December 31, 2010 ancl 2009, and the 
results 01 their operalk>ns and their cash flows lor the yeatS then ended. In conformity with aocoundng 
principles generally accepted in the United Stales of America. 

Philadelphla, Po,nnsylvanla 
April 6, 201 1 
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The oonsolidated ancial stateITTenls o T \ftctory Baooo Inc. (the "Cor~rallon' i are prepared 
oin ltte accrual basis 811d included in ·ltle 8.CCOunls or The, V-IIC'l:ory Bancorp Irle.. and its YI o'lly-owned 
subsl y, Tho Victo . Bank ~ · "B k"'). All sign· ic.:mt aceoonts and il:Fans.acilons v boon 
t1lirnina1ed from the .ar:comp,an'!f.ing oonsolid'.atied 1 n0ncial a~ataman a. 

TM Victory Bat1crup, Inc. ia 0 re.i:;iia ed Ila Mlding oo any, whil::h owns 100% D'I' llile outst.antrng 
capital s oc of Th \lici01)' Ban , The Corporamion ·y,ras incorporaled underr he laws o e Stale of 
Panna:tlwnia in 2000 lot ~he purp,oae OI aeNing 0s Tl'ia Vii::ttiry Bank's holding oomp,a i!/- a, hOlcl"i'lg 
com any swud re pro.vkles xlbilll)! · or gmW1h throtl!Gh e:w:pansloo ot our businesses and access to 
v.211'ied c:apilal tciiaing op,eratiMa. The Corpcr.aliarfs pl'iFrtary bu:si ness .atU'i' )I consit~ cil ownerat ip cil 
aJ or lhe· o slandlng stodk o The Victory Bank.. As of Dec-em er 31 , :2010, we had 306 stockholders 
ol recard. 

T Effln is, a PenflSl/lvanla cha erect com .rdaJ baFlk wh ch · as chanere lri'I January 2000. The 
Bank opera1es a full-service cammerciall and GOnS-Umair ba kin_g bl.l5iness in Mo 1gamer:t C.Oun -,, 
F1ennsylvan Ou focus is on small- and mi e-ma ket col'Jil , e cial a d retai eustom:ers. The Bank 
o 1igi_natt1s s.ai::urt1d and u secutt1d oommarcial loana, c:ornmt1rctal mortgage loans oot1aum lo.atiJs 
aJlldl oo stroo1ion ltians. We oo ot make subprime loons. We also. i:rlfer re.whtjng cred"rt loams, s.m 
ibut9ir'i(laa lo.aM and .aut.om.obile loana. The Bank OIiers ,a v.alliel:t o• dep.osil flr'()Clucls i_nciud ng 
d mand and savfngs deposlms. regular sai ngs a«o nrs. I . s ment certi le.ates and Gl:w:ed-rn e 
oeirr ,ca es 01 tleioasit Ae ai state-<:hartered bank, · e Ba f';. ie e ject to regula~ion or the 
Penns:,ilvan Depanment o·f Ban · g and Federal Deposit lnsura ce Corpora'llian The area served 
by the Bank is primarily Mon gamery County Pen1fi5Yl'■'an i a. 

BHls. of Fi111aneelal :Statemen1t Presentation 

Accau.nting Standa,rds Cadil icaoon (ASC) 85§ est.abli:shes general standards. for acoawm i g · or end 
disclosure Q events tllait occur after ~he balance s eet date but be ore ~inancial 5tateme re are 
isai.red. ASC 855 sal::6. lorth ~he period .dre Iha balance BtiEN:1t aele during wh"- h managemen1 o1 
el'lltity should evaluate e._.: . nls cir ~rans.oot10ns that m ry. oocur · or oten1ial recognition · the iooncia1 
state at1~ lctanbi~ies. Iha a ri::umataJ"ICes. de Whlci'II a enli )' :should reoogna?e t1vein1a o 
tnu1sac1ions oc:cunring after the b larnce sheet date in its financial statemefiltS, aoo e disckisures 
W'lat shouli:i IDB mac[(! .about a'■'a tt or tranaactiMs at o,oou~ at LEIF the balani::e ti'IMt da'l.a. In 
[PJ'epming these consolidated ·nanci.al statements, · Bank ev , ated 'the eYenls and ansacoons 
lhat ~ ad aelween Deioer er 31 20110 Md Apiil s 2011, ~he da1s I as.a Mancial :sta am~ ts 
,..ere is.sued. 

E lim .tr s 

The prepara ·on ci It cia stalemen s in ooof o rni'Ly · ·:th accou liflQ principles enerally aoc ed in 
·bhe U.ni1ed StatB'S. of Atru:ir'ica reqtJir'Els manageme - · Ii) make eslimates and a.ssumptioos ·that affect 
~he reported amounts ol ~s. and lia · "lilies · d disclosure . conti g:ent assets andl liabili!Jies at the 
date. ~ the ·, anelal lit.alemenla .and the rap.DttEld amrt1un1s a• FE:M:lr\tl!:iiS an.d expMaes. du ing the 
re, o.rtill{l 'I r. ;l\cl\.Jal resul s. co.ul'd df er frnm those e:s.timates. Ma rial ,es1im a1es al are pa iculruty 
sus.c.ep1lble to signif.::ant d'lan~ , the ne 'lEinn relate to lhe ·~tt:1tmlnallo o~ the .allOwan.ri:;ie tCJ. IMn 
losses, o~her ihan lemporall')" tm painnem of securili , and ~he 'Ital . ion of deferrred tall: assets. 
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1. :Summ ry of S gnl1 cant Ac.OO'l.[n1Jng Po.I cl.es tContl d) 

Moot ot th Sa 's aewitiQS are "'11it eustom rs local w,l ,In Montgo.m, ry County, P n !iflwa la. 
· ote · di1;1co5,:;.e:e. e typ~-Si of lenclin ·hiii h~ Ban ,erng es in. Al ho h ~he Bank has ai diverailiecl 
loa potlfollo ts dot.tor. ' ablli :r- to MifXli' ~ri e-ont aets Is lnflu l'l.c(:d hy th oglon' 

,c ash .andl 0.as'lrl Equiva1e11tls 

!l.llrposoo of ro.po t · g e ~IO'iv.s, cash · - d ear.sh {lqu :al"nts nc , . cash on hand, amo.. nls du 
from b nk.,, and ·fede1.al lum;;l5, so · , ,all QI which mature within n·nety d1;1J~. Gener 11 , 'federaE •unds 
.are s '°' ooo 'i rkds. 

Ma nag m nl d0mnnloos the .appropr1ate, cl~rf leallo 01 d b1 1nygs.tm nl :s.eclJl'III at th llrn e of 
purcll\tlee Ell r;:I re,ev luate-s such designii!.tion o ea.ctr balance sheet date. SE!cvri"ies lhat 
manag rmmt has 'lhe- posttlv · nl nl and ability to hold un matur1lly am classUled as h wto,mmu l~y 
,1::i_fi!d are CE!JTiedl a~ their rema.bling unp · I princip balance, net of u amortized premiurne, ,or 

. loo discounts. At D .mh. 31 , .2010 a · 2009, th B k had no, lnvi:"Jslm nt >QCllrill s. 
· iiecl ae held--tr>-maturily. 

Sec:u itli:1$ Iha.I wl h0 aid il)r inde inll.ei petiods of lime 1lncluding :&ecl.ir ies tharl ay. b,e .sold In 
re-!J',pc,n1;1e to t:h:a.ng~ in market intere1;1t Qr prep,a)'men ratee, needs for liquid'"rty and ichang~ ·n the 
.a.valla llry or arul · ai ~laild oJ all n:a~,v lnves,rne its. are classl i.edl as .avalla . for e. Thes 
securi1ies re carried! at lair "-ISI\Je, which i5, d~rmined by obtaining q Gtedl nrrarrt;;et rices or matr~:< 
prrlcl . Un eal ed ga ns and losses el(r::ludedi lrom earn · gs and e riepoil'md In o.11'1 · 
oomp!l"e !ll:Sive i come, Re.al" ·. d gains and losses: are recorded OIi! 1fle- 1rat.le date artd are 
d oorml · d using tho sp;E:ci c 11'.klnlificallo rnelhod. P.rnm lum are arnorl!lzfid a • dlscou ts are 
a.C'Cfl:!led ui:l°n!il tne- intefl;let meth!Jld over lhe esJimEl.led remaining term QI e- ll.llnde-rlying security, 

Manag rnonl. aluams · , F1ties roi' olh .r• afl•mrnp.arr · &mpal11m nl oo al l ast .11n a nual h Js 
{:Ind more 'frequently wtre-n econc,m· 0'I mar1k.e~ concerl'l!S, v.rarrant :5-Uch eva uatio111. !Declines in fa· 
v u. o~ .sacur l s ooloo.i thi:::lr cost al ar doorn.ed to be ,olhf:Mhan ro.mporary .r · s · · a rate inlo (a) 
'Nie amount of the wtal other- an- ·emp;;;irary impairment rela4e-d toi a decrease in ca1;1h fkiw-e eicpectecl 
to b ,eo ocioo from lh(l doot so,curlry (lho c oolt loss) and (b} · o · ounl o~ loo rota! oUlor-than 
temp1;;m;1ry i painnerrt rel~ted to other l':~ciQm-$. The :i;1mQ1JJ1t of lhe Q't~I her-lhain-tem,., c,r1;1ry 
mp rmen related to the c - t loss Is recognlz 0:amlngs. he amoun~ <1:1 lh@ tolal <1:11heNha 
tern orary imp1f rment related to, :aim omher le.ctora is reoognrzed in olher oorn reh.en.sive- ·ncome (105151)" 
In esllmallflQ of er-than te orary rnpalr nl loss s, m.anag · ent con rs ( 1} e, length o1 time 
and! ~he exlenl to which lhe fair value has beet1 less 1ha11 co5't, (2) •tte naoo· II condition and rte.ar-
t rm prOSlfl .ts of th. lss r, . - (3) •r1.il1 th r or not man ent lrtteoos ro :&()Iii <fir ts tl1at II 
more like.I)' than not lnal ii will be requi ed kJ, 1;1ell il:he' debl ee-ourity prior ro any an1i · ·paitet:I reco~ery in 
'fai valoo. 

u.s. Small El r,rcSint{liSI .A$$C)Cialion ~SBA) 11..eliid ingi A<:tiviitie$ 

il'h.e Bank crlg'natils loans lo cuslo, ~rs I · lts p· lmaf)' rm.attel a a u r an SBA program lhat 
generailly pn;wii;fe1;1 f,;>:r SHA 91,11;11E1ntee51 Qt up IQ 90 p,eroent of ea.(:h loan. The Bank genera ly -s,e 151 the 
g , · anteGCI poll'lion of ts SBA lbans to ai dllrd JParty. and re ·. ns lhe oorvlelng. holding th 
nong,.rara teed porlicrn in i1ei p[)rtf(Jlio. When the, 91.1ar1;1J1teedl portion ol a SBA lo~n i1;1 eold, the 
prre , um rr~c lv-ed on the sal · and I prifls nl valu 01· tulu:l'i cam 111:iws o 1tJ s · rvh:lng assets a 
reoogni e in income, E-101,,.rev~r, new alJlt!IJl(ilatiw accounting ~r.rir:fanoe el eciive Janu ry. ·1, (!1'10, 
uoo r lnaioclal ·. cr:oon g Staooa · Board • SC 86©, Transfers arrd SfNll1cing. requl €IS ltlat the 
gains 011 eales iol SBA 7(a) IQane be defene-tl lair a 00-da.y pe,ric.wd atterr ·llhe sale, whicfl c1incide5, with 
th · bu¥f) · • or warralilt pct od ulred by c- SBA t -· all s o · ry f'llliiY . I ~s. 
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1. Summ ry of S gn I cant AcCO'U:nllng Pollcl s fConll ell) 

At Oeoet11ber 1, 2010, t'he B.a11 had oommilted to eell nree l'oa11s otaling appro;ic" a.tel:,, $1 .2 nnil icl"l, 
which ar pr inkld ,at; s cu . di bOl'FOWI •. ti M th alanc: I. 

011 January. 28, 2011 , e SBA released! notice· oi a chan e if11 Ule Secondary ?arti · aticri and 
G1Jaran1~ Agr-9 an~ remov ng dlia, wa antf pi:11Flod ot 90 da~ ror all lo salaa made, undla- the, new 
sgre-ement after Fl;"br,1,1:ary 15, 2011 . 

SBA s.~l'"\l'ic ng ass~ts an:11 rg;eogn d «tpara Qty hen rl ts .are acq rerd lh - lhe e ,o lh;e S A 
1.,11tuantee<I por1i1;:m. These :s.ervicin rig ts: are inilially nneasured al lair v~lue ,al the date Qi ~ le and 

Included In I ga1rl oo sale. To de1 rm ne 11'1 ·. •a r value of Mong.age S · h::lng flights {MSRs), the 
Banll;. us~s marke-~ prtoes for co:rnparable- monv,El!i.Je setv-icin con racts, when availabSe., 01 
alt~Hnallv I~•. us s a valuation rnoool lhal eak::t.llates lhe present valu~ 01 estimated U.1ture nel 
servic:in _ i!lOCl!llle·. 11"1 eirig1 lhis valll.lalio ,m;e hc11;:I, lh~ Ban · inoorpitiratee assuml)lione that Jrn)8_ril.el 
pafllclp ts \i,!OUld us . fl . stlrnatlng lutur . n t . i'Vlclng "FlCOFl"I ' whi "11'.:I ' - s . . limat(lS of th . iGXJSI 
to s.enrice, the discount rate, custocliaJ earn·1195 rate, an inflaUo.n rate, cillary i11colille, prepayment 
s~rids ckdaul, rat :s, la f and IOOIS(l:s_ 

These MSAs are a_mcrti ~d in iJ!filJpcrticn tc, and over 1he· pe'Iiod of e:i.tfmatedl net sef'Vicin · ·11corne Qr 
net aervk:1ng loaa and aa<Sul'E!d for lmpanm,e. it ot lncuiasad ob'llgaJlon ba2;8d o,n t.alt value al ea.oh 
r~o,rtin,g d1;1te. Th.-e amorliz1;1 i:;:tn ,c · he MSH, is analyzed perio,dic,,ally .Prnd i5: adjli,!lited kl re;llect 
changes. n - pa effllt -al - a • cMer esllrnates. 

Servioetl loans so1tl o others are nc · included in ttie oocmpanying CQrnscidatecl b 11;1 nee she-e . 
lflcom (looses) and fees eollooted lor lo.an servicing · e Incl Gld 1- non I ;te ncome. 

l oans. Rl!!<t:eWable 

LOID'lls r e Iva.bl that manag mt1nt has th lnront and 1ti abll for s · abl Mur or 
un ·1 ma~1.1ri1y or pay,olf are elated al -heir ou eiam;ling u aid i,rin ~p.al b lance,s, net t>f a llowance 
·f orr loon losses and any di;i rrnd 'fQ or eosu.. I r Income Is ace . , oo on 1 · t.m a d nclpal 
balance. LoE!.11 ori~i lion fees., rie1: Qi cer1 ·n direcl ori~il'\alion co5!t5>, a.re deferred and reclJ<lJnized as 
ffiTI adjustm · nl of 'lh8 t:I tin I rg-s,t ncome) of r lt1l • loans. The- Ba . Is. g n .ral amo.rtinng 
t'hes-e amctmte Q"l,(il;lr lhe ci:mlradual life of -he loa . 

T accrual o4 Interest dlscon u.cd when lhc eonlraetual parmen of principal or lntcresm as 
become 00 d!;i)'l;l p,al;ll d1..11;1 c,r man~emen1 h~l;l 5,1;1ri1;1t,11;1 ,c:fQubl1;1 l;lb~t 11l)lrlher collectibility ,ol princi.pal or 
Int root, o. n though lh loan Is. curH1ntlr po · orrml g, A loon may r o aeerual sfalus ll is I 
the p.rCM,il;ls1;1 ,ol oollec_ic;m l;lnd] ie ei1her gua.~n.e-ed gr well ;s,ec;:1,1re,,d. When e kia.n i51 place,j gn 
nonaee I status. unpaid m rMt crre.. t{ld to ll'MXJmG I ~he cum;,nt y~ ts rnwrsoo and unpaid 
interl;':!i,t 1;1.coruedl in prior y.ear51 i5i ch1;1rgecl l;lgJ;1in51 _he 1;1 awance fQr 11:)Sn lo5se,s.. lntere5' recei"Je(! ,on 
nonaccmal loains. g rally elmher applloo ag · s p clpal or- ~ort.ed as lnl est Income, 
~c;:con;iling tt1 memage-ment's judgment a'51 bo the or;,11 iity QI p1ir11;;:ip,al. Gene' 1;111~. llcan:s are rel?oore(I 
to accrual sta.l!us oon the oblgatloo s bf oug t curm ·, as per1ormed I accorda c 'Wllh the 
00ll"ftra~tual terme ltH ei r~sonable petrii:id of time and the u'lbime/te collei; b lily o,f e, total ccntracil.Jal 
prlfl . - d Inti;: S! Is no loo~ r In dbubm. 

T allowance· for roa losses ls o.sta -I oo I f{lt1gh prov slons for loan Iossa~ ch ;ged ag,alMt 
in,:,gme. Lo.1;1J11;1 deemed lo ~ unco,lle,ciiible are ich-=-rged 1;1gain~t lhe Bll~nce r lo.en l~e. and 
subsequent ree.ovcrlcs, If any, are edited to the ailoWQ~c. 
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1. :St.1mmaey of S gnH"cant Ae~ ming Pol cles fContim.i.ed) 

The s.llrnYsnca fur lean lasses is m · tsi necl at a l9VE!I ca idere,d aclequate ID provide for I053-Eis that 
e roosona · .. anudpatod. · aoog c- l 's FlO · die ovah..!'.allon of ilho· ad : uacy of ltio allowanco is 
based on known and i nhereni risks i ·111,e pm1 Dlio, sd..,e1se situa~ioos s.1 may a11ac:t the borrower's 
abili y itO rropay. o oslim.mad val o of any ul'ldorlying collatoral. compo"Silion of ·lho lo p ollo, 
c:utre t ,eoonomic. c:onditione Md o,11'1 r van f actore. This evalue.1ion is i h.ar4:I tty eLJ1bj,ac:mi...-e ae it 
r ires mat ial es ·mates lhat may be susc . · ible to sig i icant re\iis.ions as more ·nf1J1mation 
becomes available. 

The allowance consists -0 specmc. gen al and uooll'ocated corrnponents. The specific compone I 
relales 'la IOMl:l that ,ru,a olaeailisdl 811:l ai . ,cl'(i M , :sul>stande.tdl, Or epa - I ll"lhiOiiL FOi' ·such IM l'il l:l 
~hat me· moo etas fied as Impaired, aJ"l allowance is establlshe ·11me11 1he dlscounted cas rlows (or 
OOllala- al V211ue or otieerv- la rnarkeL price) 01' It~ imp · ad lo.an ·s IO,!,y,ar man the cartyirig ·va 110 cil 
~hat loan The · eneral ~mpooem covers on-if mpaf ed lo s and is based hlsro ical loss 
expB11ie.nce a.dJustsd 1ar qµal il;.al i\!a lactal1i. An u~lloc::alad c:;ompansnt is main tained ~o oo'■'er 

Ul!i!C. intiies ihal oould atfect management's est!ima.rte o probable losses. The u carted 
oam;ponanl ol lhe allowance reilect.s · e m arg· Df "mp scisian inherenl in e un.derlying assurnplicms 
used In ltie metloooolog ies f • eslil'lflaJing specHlc and generail loss-es In lhe portfolio. 

A loa is c.ci .td'eredl impaired when , bacS1:1d o,n c:ur'r t intotffla'lio and i:Welltts, it is pt'(lbable, that the 
Ban wil b.ae nable to oollec~ lhe echedu'led p:ayrnent.s crl ·. in · • al or int . ,est when due. .accordir1g ro 
'bh. con1tao1ual larm:s of · a, kia.n agMeman _ Factors. consid red by ma.ina.gemenl i determi · ing 
impa·rmen . incl e paymenl stalu:s, collateral w h.re and the probability of ooll'ec1ii scneduled 
princ:tpal d 1nle1!:15t pa'.Y.J'fil:ftlt.e when due. Loans that ,e:i,:petienc:e, ins19nif ioe.nl :,iment delaye and 

ry!llle111 5fr11:1rttalls . enerally are l'lQI cf 55iliedl as imp.Hi ed. Man ement determil"le!il lhe · ni ic nee 
oi pa.!,'men . del'a!,'s d pay, t hor1falls. on. a ease-bt,i::a.s.e basis... ta ng nlo oo · ideFa'liiO al I (Ii the 
circurn5 a11c SIJlrrQ ding 1he- lo,,an and Ille bom;iwer, ·11cl . ng lbe le'llgiltl of he delaiy, the i-e ns 
'f(lr 1ha, detaiy me bMrowar's p: l~r 1)3!,'me 1 riac:ort:t d lhe am0t1nit of me, :sh tl'all I rela1i0n to the 
pr1n and ·n e-re:st owed, lmpHi rnen · nneasuretl 011 ,a loan by loa b,., · or QOrnmerei and 
Ot:Hl'IStruit'llC! l~ il'IS b~ e-rtMr e, pr,as~nl valtm CII G:W:r:,eciad ILJ1 tUFE1 caa I lows i:liSoOtlln1 al Iha. li:t.an's 
et ective interest rate or the fair value of he oo la1eral if 111e loa is: oollaleral d~pendem. 

largfl gm ps of small bal e llomogoneous loans are colleelll/911~ gyaluated tor mp.a -menl. 
Acc:ordin Iv, e, B n does not s:epa.rra1el)' idenli )' · .rjiYirJual consumer and ho.me equity loal'IS for 
Imp · merr . losures. unlB'SS SJ.tK:h lo · s are th subj t of a r ucturltl{I agoo m nt 

TransJers o~ tlnanela: asse s. ncloo ng loan and loan pa patloo sal , ar · acco.unroo for as sales. 
,,..he wntrol over lne aee~ ha5, lbeen eurreru;;lered. Gon1~ 1 O'■'er tranelerredl aeeets. is 1d'eemed lo be 
surr · oore · oon (1 ~ th as.s.cms saw b€ lso.lat@d ~rom I Bank, pul tl'St.Jmpllv y OO)'Md th 
reach of the transierw an:d its credi ors. even in bankrup cy ror other receivership; (2) lhe tre11eferee 
obtal , .. ~· right (ire · of eond uons , J co· U' n ,t lrom taklng1 advarrlag ·. af that right} to pl · go or 
e:icct 11;m1ge llhe transferred ae.eera, a_nd (3) the B1;1nk doe5l not mainrain e· eciiv,e conr!J r:wer the 
tr - s.f,erred assets d"irough an agrcennenl to r rchase e: before t elr malu lty, 

Bank prnmisos and oqu nrnnt arn struoo at cost loss ace m la.loo doproc:la · n. Doprocla1lon is 
QOmpu:ted oni lhe !;Jtrai · Hine me_bQd O'■'E;H the eetim~sd eeh,11 livee 01" ihe rel e<l a-s.'5-Elle. 
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R tric1ed inv€s,ment in barik stoo , which Jepresents req ired investmen s ·n ll'le comrm:in stock of 
OOil'Fl:IIS on dent banks. Is ca Fied at ilXISI and i::Mslsls of eomm,on s:took ol the A.tlanllc Cen,ral Banke: s 
Ban arid F . ral Horne can Bank: (Ai Bl sto wrali g 4 .1,600 m•Tldl 4 · 0 a~ Dooefl!l er 31 , 
2010 and ~aos. respec1ii181~- In Deoemti. r 2008, ·1t1 FtlL8 ol Plnsoorgh noM ied rnem . r banks lh:al 
it vas, eusp,el'ldir19 dividend ymen s and tlle r~purcfrilase o c iral sto and as of Deoem ber .s, 1, 
201 o has nol cha~ 1S poo.oon r arl'.llng !JI oo payrnents. During 201 o. th FHLB ot Pillsburgh 
did erform a limited excess capital stock repurchase baaed upon pos·liv'e third • arterr l'leil inoome. 
An~ ~uwrn cap.tal stock repurohasa& wf be mad on a (ll!liattet1y basis II condl,lons wa ran ch 
re-,p , rchases. 

Ma.nag m nt's d\ t. m ·. a1lon or . 1h lmpa too is ha d o. 1 
ae,se5,51ment c:il 'ltiiie u ·mie.te recoverab:ilily of heir ooet ra Mer th:an by recogni i ternpr;wary c:lecl"nes 
in v · . , d te.rmln.allM ol . rthr:11 a ckiclin arr ct<S ltlS ulml c.owrabtllly of lh .Ir c:o,st Is 
influe.'nced lby Ci"iteriai su . as {1) the eignificl:IJ11Ce ,ol lhe decline in net asse· s of lhe FHLB as 
o.ompar to IM capital stock amount for th~ HlB and th 11 9 o time this srtl!lia ion hoo p slst d. 
(2) com rm itments by the FH B t,c1 make ayments req1.-1i ed by I@ y· or regi.r'la1ion ani:I the level · · such 
pgym nls. r Ion to 'lhB ,o.p -a~lng ~rformaf'\C{l o~ I FHLB, and (~) the:: i pact of haglslall!w' and 
re,g latory ch.an e:5- Qn ·ne i!utft;;lrt5: :an.d, accoirdingly, Qn the a.iskimer b~ ,o· · ·the FHUB. 

Mv.ortl Ing Co ts 

Th.e Bank folio~ he rpc,l icy QI chargini 'he co5i'5. Qf a<lve isi g ·to expense as in'Q1,1rred. Adh.rerlising 
exp. se, nc r8dl lor th ·. years a di Dee ber 31, 2'1l1 O and :2009 tor ed app.rox mat0ly $1 16,l09 
sn:11 $8.133, rre9peclively. 

Income Taxes 

Th.a ·m~ome Im sooa11ml i '9 9uiliance re:s.ul1s in twD compammts of inoarn.a tax expense: ~rrent and 
d fiQr od. Curr · ,t corn ~ax 11 p nse ri' ects lax s to oo paid or r · ndlld for c l'Tllnt pe od by 
ap;i;ilying the o,visir;me o,f the, eraac ed leJC law to ~h.e l1;1JC be, ·ncome kl exce:s.~ o~ <fe clio,ne o,v,err 
revenu . Too· Ban . dletflfmlngs derf n • ncome ta>:es using 11'1 llablllly (Of balance stlool) rm od. 
Um:;! _ this. mefflod, lhe n.el r;Jelerred lei:< ~.ssel Of li:abili 'i i$- baser;;il c;m lhe .l;l!X elled~ of the dit erem;;e5 
· tween the book and tax bas1S of assets and Ila.till e~, a enacted ehange-s In lax rates and laws 

~11re recogniz4;1d in lhe periio;1d ·n whir;;: lhey O(JCl,JII' . 

Deferred co e lax ~pense resul s. f rOO'!I change~ In def erred mx assets and Ila .I ltiles oolwe 
periods,. De1erred t1;1JC ~~et!;i raire rectvce-d by ,i;i v.,;iluaoon a.ll~\11;1nce ii, b1;1~ed 11n the, weight of the 
c dence avallab , II Is more likely than 01 lhal somo p on .. ··. , . o. a d forrcd ·ta>: ~• v.ii not he 
re.eli21:1c:t 

The !Bank accounts for um:ert · · 1.ax pos.i1ions i · is morn likely than nol, based on the technic.a.1 
merils. that e tax pcisilion will be realized Or' sua1 -·nea upon exam· 1:1/bion. The 1- m mor'EI I ely lhan 
not moans a likelihood o.4· mo ~han 50 . re rTI: lhe terms xrunine and upon :iramination also 
include reso tion 01 ·Ina related appears Orr li1igs.1i0ril procaases i1 any. A Hn posi1ion that ntu:1ets the 
more-lik.el~-1 n1-11101 recognitiOl'I threshokj is iniliall and subsequently me t1r as the I ,gest 

llunt or lax b■anem Ill.al has a gr'Bala- lhad 50 perc:enm I atahood or ~il'TtQ FMl~a u,i:1on sa tlatnMI 
.\Ii h a taxi :g Jho ·1y that has UII now ledge (I all releva_m: infoirma1ion. Ttie determ inetion of 
whiather 011 not ai ta); positiM a.cs rnat the mol"tl-tikafy-tMin.,not raoogniliOi"I I ais.MiJd oonsh1GFS the 
f acls, circumstances, and informalion available at lhe reporting daJ e cl Is subject to im,anagement's 
judgmenl . 
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ihe Bank recognizes inle 851: and penal · :s on income taxes, ii any, a<S a «ini ponenl of ·~he pro\'ision 
forr come laJ es. T re wer,e I terest and penal1les reoogn[,z:ed n 00 10 or 20M. 

F.ed .al and :state tax relu ns for ·Ifie years 2008 thrau,gh 2010 are open or exami lion as of 
IJecembe 31, 20 0. 

1Comp.r, o.nslrvo lncom ·. (II.OS$l 

Co.mpT<e.h . sive income {:Onsis s. of et i c0011 and O'l!he.r co.mpr ensive inccime. ·Ottler 
oompl'el'ler\Sive income eludes u1'1realized gains on se mi.Eis avaietile-t0,r-sale which is. r'eOClgniziea 
as a separate co ponent of e ily. 

f. r Val ·. oi ~lnanclal ln.slrumenas 

F:"lir val! o fin~ndal i smromenls a,,e estimated usi relevan~ mark t ifffoffl'la ·on and o1her 
.aMiurnpliO~ as more lu ly l'.lisi::lo:sec'd in Note 1 s. aii' value ~tirnates invol!J.9 u i::e taJ ~loo ani:1 
matters of significant judgmen Changes in assumptions: or i ma ket condi~icms could significantily 
.ane-::1 me eslir .alM-. 

Off-B.ah1111ce Sheet Fimmc al lruillruments 

In lne ardir1ary oaur:se of' sir'le:s:s. Iha Bank ha'5 a,n ad into off-balance :s ee~ ~i · r'll::ial i rumB'llts 
oofl'lsls.tln of co.mm me ts 10 exlend credi Such l lnaoolal Instruments am recorded In the 
OCHl'lso5dat,ed balani:: · si'!Bel when lm:iy ar · •uniied. 

Emp oyee Blfflefit IPkin 

Duri 2008, !he 8.a k establish,,ed a 401 (k) plan ( , e, Pl j . llnder- the Plan , all ernploye · · ar· 
er ible tQ oontribu e. ttle m,1ximum allowed b:,r lhe Internal Rev,enue Co .se of 1900, . amended. The 
Bank may rnakie , re!Jon.aty nn.a i::h"ng oon1tib1.Jti0ina. F0s 1he :,,ears ended DecE!mber 31 2-0 1 Cl and 
:2009, expe~ att utable lo he Plari amoonted o $30j99 nd $·29, 779, respe,::,1ively. 

S.tl r ·B Comp :ns on 

Ttte IBank adQpted the pn;wi5:ii;,m!i! ,of ASC 718-1 0, Share-Ba~ed Paymem. Thi5: !iJ•ani;:l1;1ird req1..i"res the 
Bank to raoognl2.~ the oosl o~ employee. arii'.11 Oil'{lal'112:er serv ees reoGtvad n ar · bas · paym · I 
tlfE!J1saclions and 111easu ,e t'he cost based on lhe g ant-dme ·fair val e <ti e a,,,_.artl. Too oosl ·11 be 
r!:!ilX!gn1Hil'.I ov,ar n peFio cwting ;l1icil~ Lit emplo,yee or ,o animr' Is req lrei'.1 10 provloo sei'Vir:ei I 
e;;:ct!a . e for 1ne awartl. 

Too .stock c01 pens.am I aca:i1.1.n1lr1g l)tlld c · r qu r t I i::0'lnper\'S.allnn i::ost '°" al stock a.wards b · 
cala.ileited and recog ·zed over the employee's seirvice µ■eric11::I, 'enerall'y defined as. ~he \le.sling 

· Fiod. For aw s ,, 11'1 graded•v ~ing, llXlm nsaHori oo:s is ll'Eli::~nl ed ,o a s1r'aigh ln.-e Msis ov,et 
fflle requ'i5ite· eervioo p,eritid for 1re enlire !i!/Wllrd A B!ack-Sbar>es model is used oi estimate Ghe f ai 
v.alu .o• SlMik otltiOflS, lie lh ' m.arkel ptlc ~ l e C.Or'pGJi:1.'lion's CotnfflQ .sl:tlck at th ' t,e o.t grant 
ie ueed for re-:,1:ricted etock a.Yrarde. 

In :s.erv~s oor nGd lhrough nd · I banks, lhe Ba . raqLIIFOO to mi!lin!al M Interest 
h balance,s in 1hcse COl banks. A• Deceml;t,er 31 , 2-01 0 arld 2009, comp~sartn9 
· roxl · oo 150.000. 
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3. Seairillle , Av II bl .-1or--S 

The arnorti~ed 005,t d 1;1~pr,o,;i,: imate ~ ·r value Qf 5:eoo · • ~ a5: of De-oember:S1, 2010 and 200.!} is 
summarl::!od as to-ilow.s: 

U,S. G.-ovemmenl B!;Jency de 
socur111o.s 

Residential rno r;,e-tiawd 
secur11les 

U.S. Govemmenl agency de 
sBCUri1ies 

Residenlial mortgage-backed 
sBCUri1ies 

$ 

$ 

$ 

Amortized 
co·• 

1,495,200 

006,~7!5 

2 ,381,475 

li 

.$ 

G:r•05Sl 
l!!lnreallum 

Ga _: , 

2009 

9,663 

·91863 $ 

1Gros:& 
Ulilrealized 

IL 

$ 

Fair 
va1u 

6 676 91:l 

$ 1,4'9.5,200 

$ 2,391,:3:38, 

The amortized cost d fai r v 1,1e Df s.ecurilie.s B.'5. ~ December 31 , 2010 snot 2000. bv o□ntracrua.l 
maturity, are .shown below. Expected rmaJu itie~ ma)' di er fr,om con ractual marurilies because. lhe 
securi1ies nnay be called willmut any pe11elties. 

□ue in one year or ulld'er 
Due aft . o , . yea, lhroug'h ti'fe 

yaars 
Due ait · ~ears nhm gh ten 

yeare 
Due .aJt · ten Y-efilS 

$ 

2010 
Amortized 

~!j'· 

5,999,1333 $ 

667.~ 8'11 

r6 666 017 

20091 

Fair Amortiz:ed Fair 
V - l111e Co_!j't Ve11,1e 

!S,,999,633 S, $ 

1, 95;200 1,495,200 

61!, 180 986-21_!] 89:61:38, 

6 '1376 813, 2 :381 475 1 338, 

· I U.S. Clovemmenl agenc and mortgage backed sec unties at December 31 , 201 10 and 2009 have been 
pie~!;(! ,o, ooll.:fterc!lize m nki~ I r;lep.□ !;ii1~- There were no indiwidu.al se,c1,1r ibie,s, in an rnreaJized los5 
- osltl • · as of December 31 , 201 O and 2009, 
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Commercial term 
Cornmt'.!rclal mor1gag(! 
Commercial line 
Coostl'I.JC'tion 
Hameeqµity 
COOSl.fm 

Tomi loons 

Defenrecl fees, net 
Allo·N.anoa f ot loan loss 

el lo 

r 31 , 2010 2009 i 

s 

$ 

as follows: 

:20110 

19,996,943 
28,952,.So1!1 
11 ,687,329 
1,:326, 06 
9,639,770 
4,7:38,60!II 

74,340,990 

p6,,723) 
( 9 32'.,,S31 ) 

731391,414'4 

2(H)9 

10,704,445 
11 ,711 ,151 
10,:}95,675 
1,04CI, 40 

11, 2'6,9'4-1 
:'2.016,5(17 

a.mas, 1sg, 

(54,6 9) 
(:579,~9) 

$ 46,3601661 

T~ · Bank · lg ates . · .s Jlls laans. .sea.m fl by lhe SBA. Too Ba r,etai s 11'1 unguaranl d porLh:r or 
~he loan amt the se: _ ici QI I/J Iil lhe loans !51oldl anrJ receives a tee based upo lhe pri cipaJ balance 
ou~tanding. During Iha yeatS 01 d'A:icl DE!iOerti r a 11, 201 o and 2009, 11'1 Sank sot:! loans h Id 'lar s:~il flll' 
to prooeed' of $3~620, 1 ·1 :5 di $91' 758 respeclivel'y. The lo.an sales resul ed in realized aim of 

20r1 ,206 and ~7,673 or ·~h.· y-ears et11:k1d DBCE!mb. r 31 201 o and 2009 riaspecii.vely. Loans lila flll' 
sale at Dooem ber $ 1. 201 O and 2009 amoonted o 1 , 1 6 ,034 and · .--0-, respecmively., 

l.o.i:!Cls service(! fe>r 01hets .atE! 001 Included i the acc,ompan'.)'I g COfllS(II dated bala ce :sheet The - ·s 
inhe-rent in the servicing asset:;: relate primarily to c~e, in prepayme 1e ha.I res fr,om shiil:e i111 
Interest rates. The unpaid prlnelp.al alanceis. of loan.;. ser,.,lced for olher:s · ve-te · 4 054-,599 and $830,689 
i( December 3,f , 2010 and 2009, resp,ec·iv-ely, The folkiwing urnm i~es 1:tie, tivity pertaining to 

atNteln . ,ght!i l.i6-lng thGi art\Ortl!!at M m~ ad ron hiG ~a-.ars. ~ndad DGCGmh~F 31 :2010 a .2009. 

Balance, aegimi"ng 
01\'lfS 

Diep,geale 
Amontzallon 

Balance, endiJTIQ 

S, 

2010 

17 .S4 
63., 43 

(2,1c. 7) 

78870 

2ll09 

$ 
17,8.4 

f he ,changllS n lhe allow C€1i aor lo.an losses for 1he· y.eaJ end Dec moor 31 , 201 o and :2 · 09 e a.s 
f1;1lhi;;rwe: 

Balance, b inn·ng ofl year 
Pm visia Iii far Io· h:ii$se s 

Balanc , nd of rl}.ar 

,z,0110 

§'79,840 
J52',982 

832.,6;;11 

:2.tlO 

$ 'I '90, 1 :32 
380,717 

$ 57'9,649 
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ih.e fol .!Iii g la ptieSen1s lhe Bank's impalMd lcans. at DElc~mber 3.1. 201 a a.Ml :2009: 

Impaired 1Qam;1 wfthout a valuation alo,..1-anoe 
lmpalml'.I roans !11.i' · a v uat .allowaoc1:1 

T()tal Imp oo lo.aliTIS 

ValuaJion allowance tet.ateat lt! impaired loans 
Total loans past-d , nin ~~ days or more and s.lil accruirl{I 
Avera.tie investmenl in · pair'Ela IIOans 
I nteiresl irtcol'!rle reccgn· d on impai ed ~oan:s 
I ntail'llsl lniMmti moognt!(ld o· a cam basis on Impaired h:~ans 

10110 

:2 10,499 

$ :210,499 

$ 76,915 

:241,340 

:2(1(19. 

$ 
:249,98 

$ :249,985 

$ ~,9,15a 

4'9,89:;3. 

Al Dal:~rnbiar 31. 20 1 o and 2000. a 8a l'i. at! M-accruat loans om $2·10.-1-99 .ar $2491,966, 
respective . 

5" Ba1rik Premises ii!t!ild Eq;!,.11iipment 

The oo I pon nls ~ pramis0S ar'trl aq ment at Decsmb 31 , 201 D and 2009 ate as • • lowl!ii: 

Leasehold improvernems 
CarnputBII' e . ipmen end so ftware 
-utomobiles 
Bank uniqua e,q111ipment 
Furn· re, i ix ur and ,eq1,(pm.ent 

Acct1mularod doprecla · n 

_mJ d 
Us. lu L':ve:&1 

10-20 yeas $ 
3- :!5. years 

3 years 
5 yeare 

3-10yers 

707.191 
:J69,!191:1 

96,596 
165,Z91 
161 553 

I 99,8i:9 
(416:2~0B9) 

1,0:37,740 

2i(Jit)9 

6'96.,66 1 
373,879 
85,512' 

145, 
58 -454 

1,400,0 12' 
(266,9 ?) 

1, '93,0GS 

Oepredatkin e;i,:pens.e charged to ~erations amounted 10 $212,72-.a and $229.490 'for iltie yea .s cled 
IJ1ewmbeir 3 1 , 2010 and 2000, re:speoiilfely. 
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The icamponenls , ' clepoi:i"ts at Oeoemoor 31, 010 a11d 2009 are as. follows; 

:20110 

D and, cin-lnt:eresl ari g 
Oe.mand inte1es be. rin 
Mon 'I m , l accounts 
Savin e aCQCIJll e 
'flm , $100,000 d ci ... 
Time, oCher 

8,9:J,1,322 
2,261,349 

10, 11 4,265 
27,::394,5013 
14,494,1601 
12.:202j977 

S, 75,;J99,040 

At De.oe!'lll er J 1, 2010, •he· echeduled ma ilie.s of nrne deposits. are ae f,olfQ!lts.; 

201 1 
:2012 
2013 
:201 
~015 

$ 14,735..411 9 
6, 73,510 
4,:375,084 

992,590 
·120,975 

00,697,5713. 

$ 4,1~.170 
1.,594,907 

11..801,5013 
HI 021, 145 
5,142,219 
7.414.600 

lnc:lud d Lim dopMlts aro F(lk F ,d(ip,osl,s of $1 ,548,667 and $.BOS,690 r(Jr loo 'JMFS, . · ckid 
Oecembe:r :S 1 , 00 0 and 200'9, re:epeoiil.r(lly. 

,r Bank has a 1 00,000 unsee.u d led ral f urtds o.'.reirn g m n of di~ w, - a oorr a:iond8 t bank. 
Th.ere were,~ bQm;,win95, Qn the l"ne of credil 1;1l De,oember 31 . 2010 ,1;1rndl 20091• 

f he Ban has an op ra ng loose agrecm1mt for Its maln ban Ing officf:. Furure ml lmurm · asili pa~ents 
by y~r ,.mde-r 1tie non-canceltable rea_,se ,1;1_greeme'Jlts ft.r the Bank':s tacililie!:l on;j as. lollr;)lv51: 

2011 $ 226,000 
:20.12 226,0DD 
2013 227,437 
:201 243,25D 
2015 2 .3,2 0 
Th.ere1;1~ er 3. 54-,417 

$ 4,620,~S4 

Rent eiq;,en:5,E;I 1or ihe, li;'e~ lor the• yti.:!!re ended 0 i;'(ll;lmber 51 , 20 110 ,1;111,;I 20 _ w1;1:s, $274 000 am;I 
· 278,147, respee.tlve; ~-
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9.. Stockho lders' 11::quity 

D ln.g :200S, lh Ba i,ws ncorporate<I as · · .c,1, b.a l'lc61::II g company u_ncler lh laws ar th s.tate of 
Penn ylvan· . Purs11Jeint to the eation oHhe hol in9. QOm ny. I outs.tanding ehere oHhe B.flnk'e cla5s 
,o common sttlek. w r iai«:tl.a~ . oo · to-o r -shar · of Th Vlcro~ Ban.corp, Inc. comlliXln stock. 

CN1 Febn1 .ry 27, 2009, pure ant the U.S. l)evertmerrt of Tre!'l~.irye Tmubled Afil et Relief Program 
('TARP') C Ital Purchase Program, th Bank ssued mh@ rollowlna seem It I to th I I sel Ing s · -urrlty 
ho.Icier Jor n sggregale consideration l)f .S541 ,000: (1) ." 1 5,h,ijire51 of foced-rate non-wm latiM'e i;ierp,elu; I 
pu:r d stock, S. , A. h ng p vah.1e· ,o. S 1 p sti : oo (i ) 27 s ii'f:S o • d-r 1 noo• 
,c1,1m1,Jl,;rlive, perpetual prefe-rred efo,d;, Serie~- B, having 1;1 P{:111' V,iji lue i;)f $·1 per ~hare, p1,1~1;Jnt kl ihe 
ex rclst: ot a ?r<tfcrrc. stock Wi'lmrant.. All w · nts W€:rc tXQi\Clsc:d mrnc t 'i in ~chang for 1 ,000 
5,h@~ of1J;1referre-d ~Qck ~ch. The p~ede. rrom h" ren~ciion ,cO\J · a, Tier 1 i '@I snd the ~rran 
qu;;i s tanglblc· . ult~. 

On December 8, 2000, pu.-£uan o the U.S . IDepanmen of Treasury's TARP Capital Purchase Piro,gram , 
·tti · Corporation u · d'I ·fol . wing .oocu s to th I Ill I s II 9. !-.CClil hold r fo an ;;igg 1QQil 
,cansideraticm of $1,:50§,000: ( i), ,§ 5 :sliare:s. Dif fixed-rsfe non~cumulsfive p,errpe1ua1 preferred a aek, 
S@rl s C, ha't'lt\Q pa va of S 1 p · s a · : ., nd (II) 34 shar of fl • d,.,rate n -uimul fl rpel I 
prefared l!i,to□k, Series □, having s p81 ,.,a1ue Df $1 per atiare, pu1rs;ua.n o ttie ,e1i:-ercise of a preferred 
stock wa r nl. Al 'll.ammts wer rx. 'Clsoo m - d arely n €txch ge· fair 1,000 snar of pr felT· d s.toe 
each_ T he pr~erj1;1 rt1m rttil i:;,i lrsrtS,i;JC~i1;,m Qt1LI11~ a51 11811' 1 Cii;J~I ond llile, \11;1 reinl QU-il lifle!;l ~ t1;mg le 
€:QUlty. 

Serie A Prefe-rred Sklck and Seriee C P~nrecl Slodk p~r cum ulcllive (livide.n(l5 1;1t 1;JJ r1;11e ,or 5% i;ie1 ye~r 
for lhe. ·flrsm Vf:· years and, looreafl r, . t a rate of 9% p11:1 ye . 

Series B Preferred Slook and Series D Pr erred Stock paycumutatiYe diYirleni::15 at a ra1a o 9'¼ pier year. 

Thie la Is authorlz. · lo u 50,000 shares ar P ~· ,ed Se .s IE stoek. par Y u o · $1 per shizre. 
D1,JJing 2010, · he, Corrpo,ratic;;Jn i1;J:;11!11;1d 13.206 5,hare!;l ,of !Preferred Set"i~ E $c1ock ~t $100 ~ r ~1;1re. v.fiich 
resulted in ross. proceeds ,of $1,3<20,800. niel of oli'enngs oosts or $,73.016. Hold rs or 'the -ar 
enlitled ·to re,:;eiv:e 1;1 gl.l rte:rfy nc;m-wm _ lai;ive, divklencl ,1;1(· 1;,11 n a nnu~I re e of 7.0% if snd 11.tien deGklrred by 
·tti Corn,p.any.'s oo of dlroaors. 

Tile 1Pei11nsyl'o18nia Depar1rme ,a 8ankin91 1 in issuing ih:. charter to 1be Ban , required an allocation Df ite 
I -" I e ll to an ~ s Fund n th amo - t of $1 ,000,000 to d .ay · tlcl too n I l(}.S;:OOS . 
Ac«in::iingly, $ 1 , 000,01!!1□ of lhe Bank's surplus is r,eservedl for 111is purpoi,e until 1he Ban becames 
prom le. 

The oonn,ponanls fif irx:olil'IG tax e>q:1e.nse for bhe ·yea.re Gnded Decembel' 31 , 20 10 1:11'11:I 2009 is a1:, klllOw-e: 

2D10 .2009 

C ranm $ $ 
Deferred 1- 0 000 

s 140100 :j, 
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10. Fede ram Income Taxe-s (Coniinued, 

Th.a oa ponenla ~ the net de1e1Tea ,ax aaaet j liability~ et Deoenn ber 9 2010 and 2000 are as f'ollowe: 

IJe.ferred la: . assets: 
Allo.-w.ar'ttle rot kian loee~ 
Or - n· lion and start-tl!p costs 
. on a1il ied stodl. o ion:s 
et opera · g loss carryto ards 

Pre ises ana egu· mer'l'I, 
Deferred loan costs 

Deferred ax aeeet 

Def errefl lax ahll s: 
Pre is:e-s and eq1,( me!lt 
Cam basl:s i'.:Ol'IY. slalft 
Deferred ltian co,.sts, 

S, 

,2,no 

269,34a 
:212,354 
. 1.04 

1,:31 -,521 
247,754 

1§ -3. 

2,083,257 

p ,aa -,884) 

100,173 

140,000 

$ 14'9,J29 
229,9:29 

15,Tii: 
1,.258,765 

1,653,805 

(1,500.467) 

{105,385) 
(19,:301) 
(28,652) 

Th_e income tax; provi51i1;m ·h;;Jr fina111Cia l repo · ·ng pu p;iee-s. diffel'$. from e, amOl.l t com1X1tei;I by aPl:;llying 
the s a to.ry ncome lax ate of 34% to I came be. ore I 01Jme Im es. The diUe enc.e relates prlmari y o 
the · pacl ol nonr-taxa.'ble income oHset by he ir1erease in lisle: rac:11 lex esae1 valuation e awanoe. 

The Ban has net opera · QI loss c ryf o · a ,d's avmlable for fed al f come tax p ?l)Ses of 
approxima: ely $3,87.§.,002 vh" expire th,rcn.llQh :2030. 

11 . nansaclicns Wti'llh ~xiac11.mva, OHiioa _ rnr r:tor,; a:na:I l?finr.ipal st0:r:11:no1t:1e,rs 

The Bank has h , .and 1111.a.y be e pected o have In the future, banki g transactions In he ordlm1ry 
ooures nl but;" es:s ,,.,ith i ts. ,e:(ec:uli..,a ,o licare, , r~ la r-s, princ:ipal s oo.khOlt'.lerS, lheir imm edia,1a ram ilias 
and aitlllated companies (com mo I~ ref · red to a.s related paf1l.es), on the same t ms. I elu1f ngi lnteresl 
rartee and QC leral, 1;1,:5, lhoee prevailing .;1t he time 1or connparatile lr.ain~,;;:~i1;me 1vilh Qth~re. Th~1e we-re 
loons ccclYa . from related par s -totaling $1 ,44(1,46 and 1.5231,511 at Dee. bcr 31 , 2010 and 
2009, reepeclivetr. Loans r;;111i!jnated la,r reh! e,:;1 parti~5, fi:t1alerj $22' .,::3 17 1;md $2'41,3{)0 and payme t5l 
reooived were $307,364 d $117,968 fonh yeas e ed D o b r 3-1, 2010 and 2009, respoclivel)'. 
Deposits ol l"Ellal.Eiel partie-s tot.a.lea -:t :500, 740 and $ 1 826,748 as of Decembe1 31 .201 o ana .2:0GQ, 
resp ectiv,ely. 
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Org-an1Zers ol lhe Bani<. were &ue.d a tcrtal or 100.000 "orgarilzer warr rs· lor lhehi' e'llorta !:luri ng the 
o~an~tkm and start...iup of ttie Bank. These warrants are imrnediarely exer-cisabl'e, expire i 10 years 
and \\! ill ,enable Che warrant halrj · to purc;hase one :sha,e al oomman stack. al $10..00 perr sha re IDI a 
.'ii ranl exerci:sed. 

l.n 2008 the BMl"d of Direcl:Or!i ad op tad lh e, 2008 :Slook Op,Jo Plan {"2{]0B Planj which was apprrMid 
by the Bo d of Di recto~ on M rch 18, 2006, and was proved b)' ~he a e-hol ers on Ma~ 28, 2008. 

he 2000 Plan ec.ne.bles the Board of Direc:ttits rto gtant :stoc:k optiMa to, employees dirrec:tor:s toM-ui1an!a, 
and olh r ·ndiv.iduals . o provide services. to the nk. The snares subjec to, or r ed lo optioos ndet" 
·IJ'he Plan .are author'i~ a • unissuecl al'iial'EIS or l e C.Or'pora'lian. The maximlllm nu er Of alhattia l h..at 
may be· .subject to, options under 111e Plan Is 205 092, a I o wh ct, may be lsst.r.ed as lncenwe Stock 
Ow:itiMs .a11d as Non...Qualilie;d S1c.ok Oplx r . Inc.em~ S ed. Opliiln are subf~c:t 10 rmi a1ions undet 
SecNon 422 of tlle Internal evenue Col:le. The 6a has reserved!. for t:he purposes of · e Plan, out of lt:s 
aullhoriZsed and un· ;sued :shares., such numbBi ol sheres. The .20□8 PJen will erminarta len years Fram 
stockhold ap · -0val. Opmlons may oot be ,g te.d I h an exercise pr'ee. lhaJ Is. less. than 1 00% oa the falr 
mark.et value of 'the Co.rpo.ration's comm an stack on ·ttie date of gr.ant. Options ma:,, n.ol be ~ranl:ed wjfti a 
t,orm longor 'lfiri,rn 10 'f fil'S . Ho'll'Ov~ • any Inc nlivo Stock Option gran oo lo 'I ploy o o, al th 
· 'me !iu h Option is granled, owl'\5 morn than 10'% ,ct e, VCJlir'fl9 flmY. 01 .all c:lassea tif al\afee of the 
CarporatiDfll, its parenl or of a s sidiary may not have a term of more ilhan ive y ar.s. Op1ions wi I \l'est 
allld lbe eXJE1 : · =. ble an $\JC time or lir'ifl es and s1,,11bj'~~ 10 eu : le'Jm$ and ooll(!Uans as dslerminei:I by the 
Bo d ol D'rectors. Gooerally, options wlll vest ove a Vfl'S-11 g period o ap;proxlmmely equal percenlages 
each Y(le.r r;w,eir en inilial le-rm no !;lh,i;ir1e-r l han ttiree- (3) fegll'$ . In 2-009, ,000 lnr;:enUw:e Sb;;ir;:k Qp.1jof'l5, 
. , e issued under lhe Plan and -0-- Non-Q atifle.d S'tock Options were Issue un . • r the Plan. . o, opoons 
were granled in 201 Cl AJ Decem ber 31 , 2010 and 2009 UlBre are 30,679 s hares aVB! ilable tar grant unde: 
t'ho 2008 Plan . 

Tile follo11.ri11g is Bl Blllmm ery o·f ~he Corpora~ion's. sh er&-1:Jas.ed compensarlian acti..,ily and ralSJteci 
ln ·orma1lon for i yoor ndoo O0C{lm · r 3,1, :2010: 

Outstanc!i QI at Ja ary 1 , 2009 
Sloc'k ,op I grant i 20[1!.9 
S oo o •. · ns forfeited in 2009 

O\Jt!;.~l'IG;lingi .-t December 3·1 , 20091 

Sloc'k op • gran1J i 201 o 
S oo o •. · ns forfeited in 201 0 

Exercise e at December 31 , 2:{l1 O 

'W ffiln11i! 
end 

option -

274,513. 
·,ooo 

~ OOt 

274,41:J 

(1 05,4.5§) 

168,958 

168 958 

Wicig d 
Average 
Exe.n:l!!:e 

Pne-. 

.fi 10.0.0 
10.00 
10.0.0 

10.00 

10.00 

$ 10.0.0 

10.00 

W1 ht~ 
Aver: !lie 

R i11t11 .tin l ll'll!IJ 
Contraelua1 

rm 
Agg1'11gafe 

mlrJnslc 
v -1 -

9Y£9:S .... , __ _ 

s F2:f!i ....,f __ _ 

i · .re €:· oo organlz~r varrarus g t{:d In 201 O or 2009. Th. · ralr va u -c, 111 warrants g a too In 2008 
\'!,'flS, $2.96. 
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No op1ions. w,ere gran1ed during 20 1 o_ 
T fair vwe of eaoh · • Ion gra ted , • u -ng 2009 Is es lmaJed on the date o·f gra I using · e lack-
Sct u:lles llf]tiDn-JPllicing model w ilh the fallowing ,,..eighted-averal;JB' as.sumpl ions: 

DiYidend yield 
c):p.ecteid I fe 
E~peeted Yolati ity 
Rl:sk..,filee nl est rate 

- % 
7~:s 
:32_5!) % 

2~4B % 

he v.ola1ill~y pe¥oontage \las based on th avell'aga, e~pecied vo tll t o• mll'ar p~ie •1n:aoolaJ 
'insu utions in the ·s market are.a. The fair val of I~ options anted in 2009 'li'aS · 3. 91 . 

Dur ing 201 o. the ee1ors • .s management and empC{J'.,'OOS of lhe CorPf!raJlon lort l:edl all oon-v · ted 
options as of .Jult 1 • .2010. 

Tl)1al :s.har based co.m ·· nsa~ion cost •or Uie ~rt.al' Mclecl Dec bar 31. :20 o w.as $62.256 ttilat,ed mo 
srock opoon:s, Tllere were no I bel1eii s reco . nizedl relate to the share-based compms ·on e)l)Jense 
du to lh n t op · llr,g loss lnct.m d. 

Total share-ba.sed 00!mpenaation oost or he yeN ended December 31, 2009 was i123,512 related ·o 
stock ,op . hare watt1 no la.i--. bal'Klil s recog,nl~d r lat t,o s basod comp nsaMn . Nfl. ns 
d1J1e toi he net operalin,g loss inct!lrred. 

'If Ban Is a party to f nan.c aJ nsll'ILlrn n,.s w11 o~f-balance sh c:ou- of bus · ess lo 
mee · the fin~n _ -ng nee(!s ()f Li'e CtJl!;;t(;Jnn elij.. Th~ fi~l"ICi in:s, n,mne~ -ncl e i;;:Qmmilments 'lo ex :encl 

lnt'8r8S't rate lsk n exc: s crool1. Such commltm nls nVl· .• lo varying · g:rnes, 81 Q ts of ered t 
Q the amount reGQginizetl -n ·the bahmce, !;ihe~t 

he Bank's exposur tl:l crooll loss n e ewn,. o, nooperf orm.ancf! by lhe olher parly 10 t e •inane al 
in:st11,1ment ror ()l;lmmiimen 51 to exte•m::I Cflet!l it i5l re1Pres:en~et!I b:,i lne c;.,o lll'ac,1~1 e 01.mt o,f •t.oee 
Ins: urn~nts. The Bank. usM th same crnd t p,olr · s In maklf'!(I corn mllmems and con 1i:m oolrga11ons 
as ii d,i;;ies lo,r Q111-batance 5lhee,t ins;trume,n · s. 

'If~ · . B , k had 100 •o11owlflii off •oolance s et rlnaoclal I u cnts whos eMlrac:t amoon18 · prnsf:nt 
cre,c;!i1 risl-i. at December 31 , 2010 and 2009: 

,21n ,o 200 

Comm-tments 10 grant loans $ 
Ur'l'rurided oamrnrlriil:t:1 undlet ines o crad' : 12,(1~.'906 tl,599,000 

$ 12,0il-5.905 $ e,5'Sl91ooo 
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1 J. fi'IU11l1Cial I 11..fil!tiU men ts With OfNB.ala:rK:a Sheet Rl'Sk (Geillll!lrU.11:!!ll ) 

Camm t111ents 10 octeoo cred t ar ag:i eements to I nd to a customer as lorti as lnflm Is oo. vlola1lon of 
any oor11::dition es:l;ablishecl in the conlracl;. Since many or lhe comrrnitmems, are expec ed to expire r,,mh□ut 
b ing dra: Yn upon, tol c001m 1ment amount,s do 001 · c sarily r .present ftitur cash requlrem nls. 
Comm· ment5. generally ..,.e li;(ed e:q;tir1;1lion dawe or other ermination c la ee:; and may require 
ayrinenl or a ·fee. The Bank evaluates each customer":s aedlt wonhlness on a case-by-case basis. The 

am,ounl ~ c,ollateral 4;;1bt..ained ir deemed ~i;:e551;1ry by lhe Bank i;io.n 4;;1x eneion gf ere ~ iQ, bas-ed ,0111 
management's credll evalua1ion. Colla.rem.I I'd var! s bul ma)• Include perso or eomllfl rdal r, al 
e::*ate. ae«:1 nte r4;;1i;:e,iv.1;1tile , invenk!ry and eq1.i" me t T he liabil i~~ asSQciated 11 · 
not mal.erlal al Oeeern'b. r 31 , 2010. 

Tl.a Bank is subject o vari□us regu t□ry cspi1al rsquirB'lililEmt,s aoministarec:11 by 1he feder;;ill l::rainking 
agoooles. Failure 10 meet I minimum capi al r,equiremen~s can IIIBJte ce.!ftain ma datary and possibly 
addrliar1B! d isCl'El!ionar:J'•actiD'JlB by regulalore that, i1 ndm-~aken. c□u ld havs a di ecl mats,~sl effecl on the 
!:tank's consolid,n · nancial stato . nts. U ca · adoquacy guidoli o-s and th regulatory 
frsmework far prompl oorrecli..,B ecti:o , the B k mus meet specifc CB(Jitel guidelines 1hal mm,ol..,e 
q titalive measures o 'the Ban ·:s as.sets, liabilities and oortain off-balance srreet items as c . · ulated 
under regulatory a~unti119 ptac,ic:~. The Bank'e ~it.all anr11)urtls and! c1assitic:arlic11n ar-e ala!) a1L11bjecl lo 
q · ti'-" ·udgm bt~he regubJ • s abo t com on nms. isk-weig ·ng,s and otlri factors. 

Ouanlitallive li'l\easurea estal!ilisMa lby egulalion M ensure c:apit.a.l :tdecJu.aC)l Ullilju· e, 1 e, Bank to mairttain 
m· imum amo nls and ratios (set forth b low) of tom.al and Ti r 1 capital (as d'efiMd in the reg latio s) to 
Fisk- ~a·· -rrLM atisats, .antll 01 Tia· 1 ca ·,a1 10 average aseMS.. · :atlaga· nt 0011,e,..oo, .ati or [11!:ar ber J 1, 
:201 O, tna · the Ban rneets all c itRI adequacy· re(Julrenr1ems o wtlic · it is subject 

Tt\la Fei:larral Daptk!rt Insur.an~ Corpo a1ior1 ra uittis a·1 bhe Batik m · lain .a ra'liii:1 01 Tiat kl..,eragai 
capttal to to I ass,e~ of ai leas 8% d ri 91 1he firSli seven years of operation. Under ese ga,iid mes. the 
Bank is. conselered well ca.pi aJizoo as or Decembal' 31 , 20 1 o. 
The Ban ·.s acmual capila1 amQ,imls ar di ra~los a~ Decem er 31 , 201 10 aind 2009 are •e"S.ente below: 

21.UO 
'll'o~ W lz;i:d] 
lllk!r Prompt Com~lwe 

ACllll iil 

Tatel CElpilBJ (to riBk-WElig ed .,, 
$~ s e. 11.'(I '¾, S, ::-5, 1 ' .00% $ iil;'7,3;)4 ~•o. I) 

liar 1 capital (Lo risk•waig Eid 
a,g E.elE.) 7.,9.7~ 1 (tti;l5 2■2.~.58 .oo ,4.:3,7 rfl.fli) 

Tl r 1 o i I (Lo 7,67.5 9fi6 ~,255' ~.00 ~ .068 2: .;i,00 

20001 

To IC IL (to ri"k-wcl h 
MS81s) s 7,684 16.76% :!3,71i:12 2:8.00 % $ :!,4,703 ~1(]_00,¼ 

Tlsr 1 cs,phlal (ID risk-weigh Eld 
$e1$ ► 7,Jl)il , a3 ~, ,e:81 __ ,00 i?a,822 ~ iii.00. 

Ti a r 1 cap ital tto avam.gs a&-S B1:5.) 7,304 13.15 ~.222 ~-00 ~.778 ~ 5.00 

The 68n - i;:i ' - cl to certai re ictions on the ru1H.;iunt ,o ,div· nds that it 1111,.'iydecl r due· to regu~ t,ory 
OOr"ISii::laraliMS. 
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115. Fair Va 

Mane.gemenl I.ISEIB i s beal jud'gmerr · es · a1ingi Hie air value of e Bank"s , - ancial inetrumen s; 
however, lhere are nhe¥ent · eaknesse:s In any eslf a.lion technique. Therefore, ·for substan ·ally al 
f1inancial inalrumen1a., Iha lair va e estimates herein are not nece,s.gr(ly imticsffive of the emoun1s ·the 
Co ratloli'l'I eould a\l'-O roallz · In a sal arisacllon on 1tio dates lndicatod. Th osllmm f • · valu 
.amtiunle haw baen rneaeured ae of bheir especiiva yeiat-end!:l and hav.EI no been re-ev.alt11a1edl ot 
updated for pu!fP~S of lhese nancial sE temenm slJtisequent to those resp,ec ive d tes. As s . h, lh 
reslim.aJeo lair v.all.11es ,o: 8'SEI -nanc:ial ins~rumei 1s :s.ubssque t to lt\ie respeelilf1:1 ·epothing da1ee m.a.y Iler 
di · t than the amounts reported al eac:h ye.a, end. 

D tMmiliUltl~n G'I f .~lr Vall.I 

The Corporation uses fair value measu · ents to reclJifd fair value . us1ments to certain assets an 
Ila lltlaG and to, dtttetr loo, fair i.ialu . dlscios es. I · ar:cordaooe wllh the opk: 82:0 F.alt Value· 
Measvremems arrd Disclosures · air val of a li anci:ilil il'l!strumerit is lhe price tnat w,ould lbe receiv~d 
Lo MIi a.n asset or paid to tranetar a liacili1y. in a.n oroe11y. at1ga.o'lia bah■rae 1 1a a-1 pa.r~ii::ipatil's art 
1Jhe measuremen dale. Fai Yalue Is best determln.ed based upon quoted market . Ices. Howe11 , In 
mar,r ins!anr:es, lhern am no quolGl'.I 1 · r'li.(II pncies lbr ~he Cotpor.alio ":S various r it nc:iaJ 
instrume In cases where qooled market prices are not av -lable, a:r vakJes are based on 
eslimal -. ua ng presai'lt valua Oil' o valua.lion1 tad'lr,iquas. Those tachn.ques a,a, sign c.anlly 
al eoted by the assump~ioos used, i clucr g the dis.count rat,e and eslimmes of Mure cash · 1mvs. 
Accor'din ly, ilhe, taill' v.alue !:!iS'limates may not be 1"4:!allze,d 'n .an immediat& :Mlthmlll:ll"lt ~f th. 
instruments. 

The r'EiC. :n! lair '■'a ue guidance ptcwi:l~s a. o.onsisklnt f i · ion o1 Mil" valt11ai whL lc■c:usee o.n exit 
[Price in an Qrderly l1ra.l'Tisaciion (that ie, l'iOI a forced lqi.ricfatio-n or di1;,1 ressed 1;,1ale) ootw'een market 
p Fllcipru'lt<S al I , moasu O' 1 t , akl und r c rrett mruika-1 conditions. If r has oo n a st~r rlc t 
decrea.ee iri ·ne VrOl\llrne and level af ·. ity ·fOf he aeeet ,or lif:l_bil y. a chan in vah!ation ~e-ch i .e 
Oil' 1h& use of multiple valu.aJlc,n lechnlqul:liS a.y be apptt1prlate. In such .nsla.t1i::;,iS determl· ng e 
[Price at ,._,,.hid, willi ma.llkel p icipant Yt>,1.Jld unsacl at itie met:ts ement date u :er OOl"lfent 
market coneihons d~Emds on I ·· a f a.c1s aJ1Jd i::ltt:u mncEis F8q\Jlres e use of st~r l~t 
Judgrnen . The fair va: ue i:5, ai rea,s.Qnab'le- point wi in the r,E:Jnge lrlel is: mQs repr~ tative o,f fa· 
valuG und cur Gnt m 9'1 e lions. 

In accordaooG w this guklanc , G CorpornJlon groups Its financl:al ass!!ls and ·a · clal llabillll 
gener3llly meas,1,1re al fair v,E:JI e- in •nree levels,, ba!!;iei;:I on ttie mark.els il"II \\lh'ir,;:h U1.e a:5$8C5i and 
Ila · ltlaG ar · lrafled aoo lhe r llabl y o:f , . assu pilons ~d lo d rtermlne ·r · valu _ 

Level t - Valuation is tt..asedl an u actjusteij quailetl pll'ii::e,s. in aciiYe m,art.ets ro i ntical .assslS o 
Ila I ltlQS that I fl reportl g enm~ has lti~ ab lty o accll!SS at I · €! measurem n dam. L0V€ll 1 
ae5e~ and Ii _ i ities. genera ly incl1,11je, Ciebt and equity eec:1,rnitie:s. lhal ate traded in an acli'■'e, 
rEl:icci'II · e m _ Va:umloos ar otl1aln d •rom re:adll~ ai.rallabk: prlc: ng sou re tiJf mal'k.€!t 

a.nsa.o1ion:s irwo,tving iijel"llbical asse-te. or Ii bi litie-s., 

LeveJ 2- Valualion ·s based on ·npuls rti e, ltlan , , otedl prices includei:I wi in Level 1 that are 
QOServatile, lor the 1;1Het ,i;;ir r~bil" y, l;!'iltll;'r d"re,i;:lfy ,i;;ir im::lire,c 'J . The valu1;11ign m1;1y be, b1;1:s-ei;;I gn 
qooled prices. for s mllnr assets or llablltle.s; quo loo prices In markets th · are I aetlve otr o'lhe.1 
inpufe. ne• 1;1re rob$ervable or can be QOrrrabor1;11e,d by oo::ie-rviable market dat~ fQr ;sub~ntielly ttie 
full t m of lhe asset or liablllly. 
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L.mtru 3 • Valua110n Is ba1;~d on ,imol:l«!rva • . . Inputs · at a o Sl!Jl~OrtQd -y liUI or o , '91 
i · y aoo 'ljiiat are ~( r,if ic t to, the f;.f vallJle of the ssets Q!' Ii bi lili , Level :.l ass.els and 

llabi l~les Include Ii ar11::lal ins1t1J1man1ts whllse val a l!!i de;k!rml · d usl p· ic:I models 
dis.counted c h llow nnelhotkilog- ,;, , ~ similar 'tectiniques, as: we!I · s in tJumerf for which 
d termlnallon oHa r v. u eq rgs . nlflcafil rrianag me t Joo gm nl or estimation. 

A financial ~n ·11\Jme ~ ,c1;1tegorizati1;;m withi he valil,1 1;1 -io hie~rctiy i:s based IJJI PQ the h;ru.ie-5;t level cf 
nput lhal s slgnlalcanl to tl1e fair value measurement 

FOf finan · - I assets measured at fair value o a reool'Ting basis, Ille I -r value rneas!Jfemems by le'-'el 
i1,illh1F1 the ·1alii' val lt1 -.areh~ IJ&Qd at DaC8mbam- 31 , 201 o and :2009 are as follows: 

U-5. ~ver men I .1;1_genc~· de 
SeaJrl1les 

R~en ial mo g,age-tiad<ed 
sca,jfl1les 

U.S., Govemmenl agenc:,r det,t 
S80.lrl1] · S 

R~enliail mo g,;1ge-bad!:~d 
s . · rl1les 

677,180 

au 

Ji 

In Actlwa, 
or 
J 

Assets 
u.,ev ! 1~ 

2010 

2009 

5.lgnU 
·Olh _ 

0 - N ·I · 
Imp.um 

(!!.eve• 2:1, 

677,180 

1, 95,200 

896,138 

Slgn lt Ql)n\ 
UM . f\l - b1 

$ 

$ 

Input!& 
(~3) 

The 'lf1etory Bancorp, Inc. ·s available-for-sale inve.s1m em securimies:, whicti !JE!llf!trally include U.S. 
gova1nm Rt .ag ncl and mortgag:t1•ba• , d s • ut11Jes, ar · r ported at f.ai ... alu .. Thies .s ~ rilias a 
valued by an indep,en-den ttiird party (' repa1er"). The prep e< ·s evaluatioos are based on arke.t daim. 
The:,, u'llllz ev uated ptlclng ndels a.t vary b1 ~ I d 1lncotpotal .a'llallaible lrade, bid and Ollhet 
market imiCJJmHJ1ioni. For securil ies: 1 d'o not am.de iCJn a daily basis1 their evaluated p.Jicip;g ~plicmiiorris 
.a:p . avail'able inaorm.aliM sue: Mi nc marking .ai'\id ma.'lliix ptichngi. The market inputs norm.al y soug I 
in the evalu!!;l ion of 1;1ecuritiee, ·ncl e benchmark yiel ~. reported trade-5:, bll'Qkerfdealer q,uofes (only 
obtal ed fro m.ukel · ers or bsoker/cleal. .s · cog IZJ as market p.arlliclpants), lssuell' spri:t.ad&, tw 
sided ma,kete. beno'hmark eecuritil:!1;1, tiid~ i:rifere and refereni,;;e data- Fi:>r cerlai se(.\J iee adifrtio:nal 
npu1S ma ba, usoo or sorri · ma kat puts may not oo pllo le_ I npuls ar8 pf'ilorlt zed d1trer-en1ly on any 
ive day b1;1..sedl on rm,arkel QOndi1io · , 

Impaired Joans am 1%(! lhal · Ban has measu 8d Im a Ffflent ga· · ally a.sad on lhe ·r.a val.18 of th 
!tha ' !i- c0llarteraiL Fair vafl.J e- i!iil gen 1;111:,i c:ielerm1ned bas:ed on independent th-rd-?i311y apprai5lal~ Q'f the 
prroperr!Jes. orr discounted cash · ows l}asoo upon the expecil · prOC(Joos_ Thes assms a g, eluded as 
Level 3 fair values, based upcm the lowesl le-vel of inpui ttiat is signilic:arnt 10 1he lair vafue measunimimts. 
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Au.et:.s and Ila 1111 _ mM:su ad .al f.ai value on a noo- eoorl'lng atil~ atti l!iU mariz.edl below: 

2010 

Impaired • a.mi 

lmpalred loans 

133 5841 

Qwo di Prices. 
In Actlva 

lll it1Ce,b IOf 
dentlClill A,,et,. 
I --ve1 U 

2009 

.Slgnl l -1 
,omi,et 

0 blie. rveb I e 
lnpu~ 

( l!.e \i .12:) 

Signi 01!'! \ 
Uoobserveble, 

lnpm ~ 
(~ 13) 

~ 137.00 1£' a: - if' -'I'----~-- --"'----- ...,;::.;.' _____ __,fl 

oo-aecru · loans ar - 'i'aluat{ld for I palrmQ; ~ on an ndli.ildual basis und 1 FA.SB A.SC Top c 31 o. 
Rer;.~vao/~ The, impei"rmenl analyei:s im;:h.Jrje5 wmmt co, 11;1 e re.I v uee, kflOYrn relevemt t~cCOl15i ~ha~ ma~ 

• - L l~an co-ll I 1ty, and ~n nit n cmr nit nds o lending. Wh n I collamral valu ot 
diso::i ted c:.aeh fli;m.1:51 lesa oos s to sell is kiss Ola.11 the· ca,ryi~ value IJf the rioari a ecific reserve 
(va1uatlori w.ali'lC(I) IS stablls rid. 
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Alan S. Apt 
President and CEO 
Aptcor Commercial Realtors 

Matthew “Bo” Bates 
Chief Executive Officer 
West Motor Freight 

Robert L. Brant, Esquire 
Principal 
Robert L. Brant & Associates 
LLC 

Beryl B. Byles 
Executive Coach 
Beryl B. Byles Consulting 

Michael A. Eddinger 
Principal and Co-Owner 
Suburban Water Technology 

Karl Glocker 
President 
Glocker and Co. 

Kevin L. Johnson 
President 
Traffic Planning and Design, 
Inc. 

Joseph W. Major 
Chairman and CEO 
The Victory Bank 

Dennis R. Urffer, CPA 
Vice President and 
Shareholder 
Resnick Amsterdam Leshner, 
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Noreen Cob urn, ssist nt ice President, L n per ti ns n ger; 
nd, B nking Center ssist nt n ger; D nn C lell , 

and Securit fficer; P m H rill , L n Pr cess n ger; 
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Banking Officer, E ecuti e ssist nt; J s ph B r quist, ice President, 

Chief Credit fficer; Leslie Un er, dministr ti e ssist nt; 
Represent ti e; nd R b rt Schultz, 

Vincent R ffe , Business De e pment. 

........,Atri-..-nc.rn11 I.WCl'IUA:.::11-. .. q a, 

........... e....a.-~,._,..,,o.w.c.r.i-.. 
nd"-""ot.o.r, ,_.....,,._ loln,.,_./!wq: , 
s &w -~ Ml.lkw MIi.._ c::..l!t ~ 
~blNrlM.t..:lla.t~lt.-•Vlolr ti,_ 
tOlicw, ui.a .. ......._, M111f,......_ .--ir, 
t; :a:•••:-~ ....... 
llltfN, ........ 0.,1111..,.,,rt 
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L-R: Noel Billingsley, Vice President, Commercial Relationship Manager; 
Trisha Metz, Assistant Vice President, Credit Department Manager; Roxanne Raym 
Assistant Vice President, Operations Manager; Dennis Zielinski, Bank Secrecy Act 
James Phillips, Business Development Officer; Joseph Major, Chairman 
Richard Graver, President and Chief Lending Officer; Shelly Stockmal, 
Commercial Relationship Manager; Eric Offner, Executive Vice President, 
Saul Rivkin, Vice President, Chief Retail Officer; Diana Stephens, Banking Center 
Chief Financial Officer and Chief Operating Officer. 

Missing from photo: Mary Locricchio, Banking Center Representative and 
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