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M E S S A G E  T O  S H A R E H O L D E R S  
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M A N A G E M E N T ' S  D I S C U S S I O N  A N D  A N A L Y S I S  O F  F I N A N C I A L  C O W l l l T l O N  
A N D  R E S U L T S  O F  O P E R A T I O N S  

SeLECTED FlYUYFlAL WIYDITION DATA 

11101 I ART IN T i  IOIISANDI) AT UECEMBER 31, 

2004 2003 2002 m o l  2000 
.. .... ~. 

Total asscts s 171,005 $ io7,nii 110.551 P 1~0.927 140.933 
C A ~  dnd c d 4 i  eqiiivalents 32.675 8,936 12.861 4,329 2,910 

SecurilieL lield tu maturity 17,822 23.343 35. tY6 
Loans. nct" '  108,149 58,OZA G2 , J  rb5 70,570 86.265 
Allowmre for lo& I h w s  978 415 361 373 35.2 
Nrmperfurriiirtg assets 418 934 783 985 489 
Forecloscd asscts 131 193 1 98 
Goodwill 1,749 
Other intangiblc asscts 299 
Dcpositr 101,624 13.358 74.690 76.168 73,007 

Ofller buiruwir ig i  2,249 4,900 7,000 1,000 

Total sharcholdcrs' cquity 19,507 111,856 1 /,w 18.160 17.833 

Securities avaiiablc for s ~ l c  13.928 27,126 1.4.39 2.092 3,090 

tederal Home Loan Bank advanrps 41,170 7,500 1 1.430 18.393 40.536 

hbord ina ted  debcnturcs 5.155 5,155 

SUMMIRY OF URNINGS 

(UULbWS IN IH1>ll\ANDLi) FOR THE YEAR ENUEE DECEMBER 31, 

zouu ..... ....... .... . . . .  . .  
2004 2003 2002 mi ~. -. 

T o n  i n t w r t  inc:orne 6.144 B 5,435 '6 7.067 $ 9,588 $ 9.83A 
3.521 3,462 5,299 5,802 ' I < h  iriterest expense 2.149 

Net interest incomc 3.995 1,914 .2,6nL1 4.289 4,032 
. . .  .... 

~ .......... 
Provision for loan Iosrw E46 102 19 62 ... . . .  . .  

Net i n t w < f  iimiiirit ' after provision for loan losscs 3.349 1,812 3.586 4,227 4.03? 

Nct g w  (loss) on Sril+ 1x1 rreiir it ies (55) 42 16 15 10 
714 549 169 2x4 

Total noninterert infonie 537 756 565 184 294 
Noiiirilere>l experire 6,420 5.930 3,164 3 . m  3.900 

Income (loss) bcforc income t x e s  (2.534) (3.362) 987 910 426 

Nuiiiiilere5t iiicome 

...... 
592 

. .  .... . 
nrller 

... . - 

lncomc tax cxpcnse (henelit) (872) (988) 313 312 150 
Ne1 i n i o m r  ( I U S I )  $ (1.662) $ (2.374) $ 671 $ 598 $ 276 

. .... - .- 



5ELELT.D FININCIAL RATIOS AND OTHER DATA 

At or Fur the Mar erided Dererr~ber 31, 

2W4 ?no3 7001 mi moo 

Performance Ratios: /'I 
Rcturn on avcraqc asscts (1.23%) (2.19%) 0.58% 0.45% 0.02% 
K r l u r r l  cm a w q e  q u i l y  (8.6Q%) (11.34%) 3.76% 3.32% 1.27% 

Average yield on interest-earnings assets 'I' 5.03% 5.62% 6.98% 7.71% 7.42% 

Averrlgp raw paid on intere<t-hearinrJ liabilities 1.93% 2.63% 3.63% 4.65% 5.01% 

Average interest rate spread '*' 3 . m  2.99% 3.35% 3.06% 2.21% 
NPt intPre<t margin, tiilly trlxahlc Pqiiiv.lleiit 3.27% 3.28% 3.56% 3.d5% 2.96% 

Interest-earning assets to  interest-bearing liabilities 109.82% 113.38% 106.09% 109.17% 120.16% 
Etiicienry mtio 139.96% 225.65% 76.17% 78.53% 90.36% 
NUllIrllW?Sl eXpWW ID dVeldljP d 5 M 5  L U / %  7.74% ?.6,3% > . n a  
Dividend payout ratio nlrn 83.72% 81.58% n/m 

Capital Ratios: "I 

Eqiiity i n  tntrll x s e t s  rlt end nt period 11.41% 18.56% 15.90% 15.02% 12.65% 

Average equity tu average assets 14.26% 17.76% 15,54% 13.54% 15.08% 
Tangible capital ratio !q. 8.10% 13.90% 18.90% 18.40% 15.60% 

Core capital ratio t* 8.10% 13.90% 18.90% 18.40% 15.60% 
Risk.based capital ratio 12.20% 21.60% 3E.60% 35.70% 32.40% 

~ . .. .. . . ... . 

Asset Quality Ratios: ('I 
Nnnperinrining loans to tntrll lorlns 0.26% 1.28% 1.25% 1.25% 0.56% 

Nuriyerforrriirig d s e t ~  tu tntal asets  'dl 0,24% 0.87% 0,11% U,81 "Yo 0.35% 

Ailowmw for  li'irln Ih rw 10 ni:ini~erlorniing Ihdw (': 341 99% !d.U1 % 46.?2% 42.74% 72.39% 
Net charqcoffs to average loans 0.10% 0.08% 0.05% 0.05% 0.02% 

Allowance for loan losscs to total loans 0.90% 0.71 "% 0.57% 0.53% 0.41% 

Per Share Data: 

LlAcir' rrliririy\ (lo<r) p~ itirirp ($0.82) $ ( l . i l )  $ 0.44 $ O..W 'd (1.11 

Diluted earriiriy5 (loss) per Share (0,82) (1.31) 0.43 0.38 0.17 
Dividcnds dcclarcd :'"I 0.36 0.36 0.36 0.31 6.25 
T<inaihle hook vAie w r  riiriie <it w a r  end 7.99 Wl 1n.w 10.41 in.19 
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A W E W E  BALANCES. WA7EOEST RATES M D  WELDS 

IUIILI AR', IN TI4OllSANDS) rnRTHEYEARS ENUEU UtCtMtirR ? I .  I m o j  . ,, ,. . . zoo4 
~ 

Interert.earning assets: 

FFwritier ' "I' $ 19.605 $ 780 4.01% $ 23.675 

Luans '<' 81.000 4.855 5.93% 57.449 

Other earniiiy aiiels 17.329 367 2.12% 11,410 

FHI R ?tad 3.694 1 152 1 4 . 1 1 %  I 3.557 

TuUI intewl-rarnmg assets 122,528 6,154 5.03% 97,091 
, ,, . . .... 

11,268 N u i i i n t c r e r t - r ~ r r ~ ~ r ~ ~  m e t s  13,034 

Total assets $"i35.562 1 $ 1 OM 359 
.. . - - 

I I I I 
Interert-bearing Iiabilities~ 
DcpusiL 

FHI R advances and uther 
) I  80,305 I 1,436 I 1 7 9 %  I B 7?440 

- borrowings '*' I ,-,31.269 j 713 1 :.28/~ 1 12;192 

Total iiitcrcst-bemrtq liaiiilities 111.570 2.149 1.93% 85.637 
Nuriirilririi-hParing liahilitics 

IhlTIRT'T 
LAHNLUi 

MID 
. 

$ q41 

4.203 

152 
141 

5.138 

1,570 

68 1 

2,251 

3.18/ 

4,02% 

1.32% 

1.22% 

3.96% 

5 67% 
~ 

A,,ERAGF 
,>.IT<TAN"IYG 

Ll*LONCt 

$ 23.M52 

66,847 

7,105 

3.406 

101.210 

14.055 

Y 115.265 

-. 

! 75.498 

19,901 

%,400 

1,9511 -. 
97,358 

17.907 

i 115,265 

i 5.810 

I N T I R i i T  *"tH*tiL 
LAKNtOi Y 1 ! " 1  
wo ,,A l l  

.. . 

$3,605 335% qz 





A S S E T I L l A E l L I T V  M A N A G E M E N T  A N D  M A R K E T  R I S K  

NET DDRTFOLIO YACUE (BANK ONLY) 

EA515 U N T  TI  IANrir IN RATE NPV KAlIU 
., . 

11.33% 
11.61% 

11.7.59h 

11.69% 

11.41% 



. 

L l P U l D l T V  A N D  C A P I T A L  R E S O U R C E S  

In  ycncr;il ICIIIIS. liquidily is a incasurcment of the 
C:urnp;iny's ability to rncct its cash needs. The (:ompany's 
ubjcctivc in liquidity nianapmeiit. is m inainraiti t h r  
2hilit.y in iiirrt 1o:iti ,~~:,,i~i~iii,i~c~tl\, pu~-cIiasc sccui-iiics 
01 10  rep;iy ricpwiis 111x1 oilier liabiliiics in accordance 
wilh Otcir icrws wiihuut ;in advcrsc impxct on current 
or I'uturc arriirrys. 'Ihc Company's principii1 SOLIKC~S 

01' I'i~rirls arc Ilclpusiis, urnuriizatiun and prcpaymcnts of 
II.IBTI,~, T I  wiuriiirs, zalcs ;mi principal rcccipts of securiries. 
I.~~.~rruwinys aml upcraiium... Wtulc nnaturitics and sched 
i i l d  ;irnurtizaiion uf Iunns arc prcciictahle sources nf 
fiinds, dcposit flows and loan prepapents  w r  p,rr:irly 
intlucnced hy general interest. r:irr,s, r<.niioiTiii: c<.nirliiinris 
and mmpetition 

The Hank is reqiiircd hy w x ~ h t i < m  (<.I irrairriiiiri sullicicni 
liquidity to eiisuw irs :md irnnxl  cqrwiwi, '~'hus, 
adequate liquidity mny vwy drprricli~i~ o r /  i i ic Rink's 
ovEraI1 asset/lialhility stmrturr, mirhei <:on<lil i<.xi~,  ihc 
activities of competitnrs :mid tlir iqiiirriiirn1s d ils cwm 
deposit and lnan customel's Wii i~agmw~i  l.>cIicvcs ihat  
the Hitil<'s 1iqiiidit.y is ,sul'ii<&r.lt 

Liquidity management is both a daily and lniip,-t.erni 
rcsponsihility of blanajienienr. Thr Coiiip;ir,y &isis iis 
inscsrnirtiri i n  liqiiiil ;issrl\, prirnnrily cash, shuit-term 
iiivcsiriicriis iiiul uihcr iisscts ihat arc widcly traded i n  
I lir hn :o r~ l ; i ry  mirkci? based un M;in;igcnicnt's assess- 

I M P A C T  OF I N F L A T I O N  

'Ihc financial stateinem and i?l:uetl t l : a f : i  ~ , rcwr lc r l  
hcrciii have heen prepared i n  
accepted accountinp, prinriplrs, wlii<:lt 1.11~scr1ily rcqtiirc 
the Cntnlwrry to ~ ~ ~ c i s i i n '  Cirluncid poshion and rcsults 
01 upcralions prinxirily in tcrnis nf Iiistnricil doll:iri. 
Changes in the rclatise value of n i n n r y  due I<> i r i l ln rkm 
iirc gcncrdly not considered. In M.iii:ip,rriien',~  hior^, or^, 
changes in interest rates affect tlir I'iti;atm:i;al ~.<mliliui1 <.>I 
the Coinp:iny to a far p x e r  degree rlim c t ~ w ~ c  in ihc 
intkitiun rate. While interest. mres aw pcner:illy inllw 
cnccd by changes i n  tlie intlitioii cite, rhry r k t  r i o i  
muvc concurrently. Rather, intrirst r:iir vvl:giiliiy is 

<mdmcr with ycricrally 
hascrl on changcs in the Expected rate of inthtion, is 
wcll ;is changes in n i o n c t a ~  and fiscal policy. A fin~ticial 
institution's ahility tr, he relatively uniffecred I i y  rli:anp,es 
i t i  intrre?t rwri is ii ~ t : d  inrlicatur (uf iih ;hilily 10 pcrlurrn 
in ii wkiiilc economic cnvirunmcnt. In an effort to pro- 
icci iisclf frunn tlic effects of interest rate vnl;nt.iliry, tlie 
<::urnpuny reviews its interest rate risk position frequent- 
ly ,  rnunitoi-ing its CX~USLIKC and taking necessary steps 
i o  niiiiimizc ;my dctrimcntal effects on tlie (:cmnp:iny's 
prutkibiliiy. 



M A R K E T  P R i c e s  AND OIVIDENDS D E C L A R E U  

'I'lic w r i i i n n t i  smck of Ccnl~i l  bcdcrai Cr'np<oration trades un ilic Nm1:iq Sniall(hp hlarkcl u ~ i d c ~  lhr s)niliol "GCPC." 
4s 01 Dcr:rmIiev 31, 200'1, thcrc wciv 2,185,841 shires of cuiniii<.>n siuck oldsrxiding and 581 slerclir.rld 
pcrsuns III e r i t i t i r  lirhiing stock in nurriiiir~: 01 strret name thruugh v:iriwh Imliet.age firms. 

Thc Idlowing t:dnle shows the quarleily repcnrted high and low d e  pi i res of tlie comniun a h &  ; I M ~  m s h  dividends 
per hire ~ I d t ~ r e t i  during LOO4 iind 2003, 

HIGH 
... 

2004 

rirst quarter $ 16.10 $12.W 
Wand quartcr 18.00 
Third q i i d i l e l  15.22 
Foirrth qiiartcr 13.73 10.95 

2003 
First quartcr $ 11.03 $ 9.28 $ 0.09 
5eroW q m r t u  13.13 l k d 9  o.00 

Third qu j r iw  1A.00 1U.70 0.UY 
rourth quarter 16.18 13.60 0.09 

.. .... .. _. 



F I N A N C I A L  S T A T E  M E  N T S  

R E P O R T  O F  INDEPENOENT R E G I S T E R E D  P u m L i c  AccouNr INc  FIRM 

Cruwe Chirek and Company LLC 
Mcrnbcr l l owa th  lntcrnutionul 
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C O N S O L I D A T E D  B A L A N C E  S H E E T S  

(DOLLARS IN THOUSANDS EXCEPT PER IHARE DATA) DrrrMRrn 31 

ZOO4 ?OD3 

asset5 

Cash and cash equivalents 
Interest-baring deposits in other tinanrial institutions 

Securitie5 available fur idle 
Loans hcld for salc 

LUall5, ilet Of allUwal>Lt. 01 $978 drld $415 
rederal Homc Loan Bank stock 

Loan servicing rights 
Forerlnsed xsets ,  net 

Prerriiwr d i d  equipment, ne1 
Goodwill 
Other intanqiblc assets 
Hdrik uwt'ied lile ii'irurarite 

Loan sales procccds rcccivablc 

r w r r e r r  tax d r w  

$ 32.675 

13.504 

108.149 
3.778 
208 
132 

1,749 
299 

3,401 
1,88& 
1.491 

2.690 

P 8,936 
1,587 
27,126 

106 
58,024 
3,626 
221 
193 

1,932 

3,156 

930 
Affrired intPrPrt rPrPivahlP 2nd other a w t <  1.037 1,074 

$ 171,005 $ 107011 

Liabilities and shareholders' equity 

Deposizs 
Non-iiitcrest bearinq B 5,505 % 2,457 

70,901 
~ 

Iriteresi beaririq 9 6 . 1 1 9 '  , 

Total dcposits 101.624 73.358 
. 

tederdl Hoirre Loan Bdrik advaricei 

OLlher borrowiings 
Advanccs by borrowcrs for taxcs and insurance 
Affruri l i n t w s t  navdhle 2nd  olhpr I i h l i l i w  

41,170 7 500 

2.249 
321 207 
979 931; 

5.155 5 155 
... 

5uburdindted deherlturel 

Total liabilitics 151,498 87,155 

Preferred stock, 1,000,000 shares authorized: 
none issued 

Cuiririiuri 5tuck. B.01 par value; 6,000,000 shares 
wthorized, 2004 - 2,291,520 shares iswed, 
ZU03 - 2,280,020 h w l  issued 
Additional paid-in capiral 
Retained earnings 

Acrurriuldted uttier cuniprdieriiive iricurne 
Unearned stock based incentive plan sharcs 
Treawy stork. ilt ma (2004 - 108.671 Shdrei, 
2003 - 255.648 shares) -. . . 
Total sharcholdcrs' cquity 

'6 i7i,ao5 $ 107.01 1 

(SFF ocro,npl*,.vnu: nO*I ) 

12,519 11,845 
8,497 10,997 

61 201 

(351) (357) 

(1.242) (2.853) 
~" .,.. . 
19,507 19,856 



C O N S O L I D I T I I O  STf iTEMENTS O F  O P E R A T I O N S  

(uutmns IN inuusn~~s  txcti'i IJEH SHARE UATA) YEARS ENDED DECEMBER 31 

200a 2003 2002 

Interest and dividend income 
loms, including fees $ 4.855 $ 4,203 $ 5.255 
Idxable serurilies 750 934 1,518 
Tax exempt wiirit ies 20 5 
Federal Home Loan Bank stock dividcnds 152 141 157  

367 152 137 Federal funds sold and other 
6,144 $,A35 7,067 

.................. . . . . . . .  Î-,"̂ "" ,,,., . . 

Interest expenre 
vepuiits 1,436 1,570 2,501 
FrdrrAl Home Lodn Ednk arivanrps and other debt 488 1,940 961 
Subordinated debenture5 225 11 

2,149 3,521 3,462 
Net interest income 3,995 1,914 3,605 
Provision for loan losses 646 102 19 

Net interest income after provision for loan losses 3,349 1,812 3,586 

Noninteresr income 

................ . . .  .,.I"_ --,. . .-  . -. .- 

- 

Scmcc charges on deposit accounts 141 165 130 
Nct gains on sales of loans 222 429 313 

Net gains (losses) an sales of securities (55) 42 16 
Carnings on bank owncd lifc insurancc 145 188 68 

33 30 Other 

531 756 565 

Loan servicinq fees, net 62 (101) a 

I--. . . . . . . . .  22 - .... ..... ..... . . . . . .  

Noninterest expense 
blarirs wd employee hrnpfitr 3,454 3,509 1,713 
Orciipmry 2nd equipment 327 224 96 
Data processinq 431 246 196 
Franchisc taxes 196 301 287 
Professional fees 424 673 212 
Dirrttor lee5 169 11') 84 
Postaqe, printing and supplies 167 198 133 
Advertising and promotion 171 27 20 
'releptlune 91 48 23 

Forccloscd assets. nct 57 14 (34) 

Amortization of intangibles 21 

Loan expenws 88 91 103 

Depreciation 355 176 144 

Other 5w 264 147 

6.420 5,930 3,164 

Income (loss) before income taxes (2.534) (3.362) 987 
313 Income tax expense (benefit) (872) (gas) 

Net income (loss) $ (1.662) 5 ( 2 , 3 1 4  $ 614 

Earnings (loss) per share 

. .  ....... . . . . . . . .  

Basic (S0.82) I (1.31) $ 0.44 
Diluted ('10.821 $ 11.311 $ 0.43 



_- 
C O N S O L I D A T E D  S T A T E M E N T S  O F  C O M P R E H E N S I V E  I N C O M E  ( L O S S l  

([IotLw IN IHOU'~,?NU', rx r rm PTR SHARE DATA! Y t m s  tNui.ui j i (rMnrn?i 

2002 
.. . 

Nct iiicnmp (lei<) $ 671 
l lni'ealimj tiiildirrg gaim (losscs) 011 rPruri\ie\ 
dvailable for zalc 34 
Lcsz: RcclnssiticAtiorl ddjuitrrient for qains and (low<) 
later iecuijriiied in net incomr If2 

Net i i n r ~ ~ I i 7 e d  gair i i  arid (losscs) 18 
Ihreal ized gain on sccuritics r rm f r r red  lrurii held io 
maturity tc available tor  rill^ 

(6) Tax cffcct 

I73 12 Other rtinipret~?riwe inccme (loss) 

Corriuretierisive incomc (loss) '6 (1.802) $ (2.2011 $ 686 

- 

158 

.. . 

.. -- , , -. 



C O N S O L I D A T E D  S T A T E M E N T S  O F  C R 4 N G E S  IN S M A R E M O L D E R S '  E O U I T Y  

Balanrp at January 1, 70112 

Camprehenrive income 

Net inrnme 

Other rumprehenwe I ~ C O ~ E  

luliil ~ui i ip ie l ie iv~~ve iiicuiiie 

Comniitmcnt 10 rclcdsc 21.588 empluyee d u i k  
ownership plm s l i m s  
Reieare nf 1 5 . ~ 1 6  stock hdscd iiicciiliyc. plori hilie> 

Purchase of 96.410 rharpr of tnarury m c k  

C i i l t i  dividsiidi declared (S 36 per share) 

Ralance at Vccetnbcr 31. 2002 

Comprehmslve Income 
Net 1015 

Other ~nmpili.lienr~ve mtomc 

Total comprehensive ins? 

I i s i i a n r ~  of rnrnrn~n rtock in private placement. 
riet of offering cmti of $64 (31>,649 I h i i w )  

lssumcc uI <LULL b&ed iiireritive 
pian ?haw' (?R,500 shares) 
Sale uf erriployee stock ownership plan sharps at 
l)lan tcimindlioti (u1.000 hd 
Final aIlo(ation of Pmployee stock ownersillp pldn 
sharer at pian termination (41,881 Ihiiwsj 

Release of 16.002 Stock bared inrentive plan rharer 

jtock opliuil'. sxcru,cd (37.302 h a r e 9  

Tax bencfitr frum stotk uplions enerciied 

(:ash (lividcndi dccldrcd (1.36 per hare) 

8aianre at mecember 3 1 ,   LOU^ 

ComurRhenrlve incams 
Net ioss 

Qthei tompretieniive loss 

Total compmhensiue lois 
I#.;uaore d rtock based incentive plan shares, 
iiet of forfeityrer (20.703 shares) 

ReleaSeof 21.278 $hck  based incentive 
pian hares 
Stqck options ewrcired (44.900 4idred 

Tax henetits from eeck options exercised 
Purchase ol25.000 iharez af treasury stock 

Issuwce of 127,0/1 shares of treasury w c k  
in acquiiitiw 

Othet 

.ash dividend5 declared ('E 36 per share) 
Balance at December 31. 2004 

a.31o 

(4) 

8.306 

3,116 

337 

115 

(391 

, 13.962 

674 

(SS1) 

14.08s 
. . .. 

(2.374) 

(12) 

47 

I (68% . ... .. 
11.845 j 10.997 

(1.662) 

-. , ,, ,... 

~ 

(1,475 

146 

67i  

b (2.2261 

(1,0441 

~ 

( 3 2  70) 

417 

- 
rnlh 

i,,nnr, n,"rrl 
I Y W "  

$ 18.160 

674 

12  

bM6 

222 
1 1 U  

(1.044) 

1 I.583 

~ 

(5511 
~ 

(2.3/4) 

(2,201) 
1 I J  . .  

3,119 

a73 

638 

141 

345 

07 



C O N S O L I D A T E D  S T A T E M E N T S  OF C A S H  F L O W S  

P $ 674 

(1 57) 
222 
110 

8,221 
(68) 

138 
006) 

865 

9,869 

(199) 

386 
594 
090) 

27.056 
( Z 1 . ! m  

8,OlU 

(127) 

15 191 3 n78 

7.101 

(45.900) 4434 
(5,574) 
(1,017) (1.326) 

(3.000) 

18,266 (1  332) 

22,417 7 500 

12,270 

5 155 

3 119 
315 

(735) (655) 

. 
10,922 

(1.478) 

(9,063) 

(123) 

(551) 

412 
1719> (1.044) 

N i t  r h m w  in rash aiid (ai11 cqulvdlcrll., 23,739 (3.925) a , w  

. ... .. ,-.-, . I.,.. .- ... . .  
Net cdllh lloni l ir imring xtivit iei 62.425 (2.439) ( 1  2.259) 

Beginning rash and rarh eqiiivalents 8,936 12.061 4,329 

Eiidirq ‘ash and rarh eqiivalentr I 32,675 $ 8.936 $ 12.861 
Supplemental cash flow information 

... 

Iimrcit pdid $ 2,178 $ 3.519 $ 3,495 

Transfer of iecurltcr iioiii lislrl lo  riiaturity to auailahlk tnr <ale 3 $ 10.533 Y 

lncomc t&ci pdid 106 160 
Supplsmcnral noncash dirrlorures 

Tranrferr trnm i n m  to lpporr~rscd a w h  716 193 
A‘qwtioii of Resprve M n n q q ~  5ewicer. In<. throrlQi, 
isruditce 01 iuiiiiiiuii i tmk  1.787 



N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  

In01 IARi  IN I I I l l l l \ANI j \  l X (  t l ' l  I ' tH  W A n t  UAlA) 

N O T E  1 . S U M M A R V  O F  S I G N I F I C A N T  
A C C O U N T I N C  P O L I C I E S  

Nutr~rv of Opemriows and P&nciplc.v (g' Lhnwlidutiiin: 
The ronsolidated financial statements include Ccntr;il 
Fedetil Corpnrx ion  its whrdly owned suhsidiary 
CV1l:ink. :ind Reserve Morrjiage Setvices, Inc.. a wholly 
U W I I C ~  suh i i d i sq  r-rf CPl3xnlr sirwe Oc?nher 22, 2004, 
iugcilicr rclcrrcd t o  :1 ''ll~r C<'xiil~:arhy". lnrelcnnnpnny 
iixnsociiuilt. arid l.,alai~ca iirr clirri i i i ; i lrr. l ill ~:~.,,j~~.,li~.lxti~-~in. 

Tlir CI ~ i q j : i ~ > y  pmuides f in incial  seivices thmugh its 
r-f f icrs iii Pi idawn, Cnlunhus, Wellsville and Calcutta, 
Olhi. lrs Iw im i ry  dept-jsit pmrlurts are rhecking, 
savings, xnd tcrin ccniticatc iiccoiinls. UILI its primiry 
lending products arc rcsidcntiiil inurtgxgc, cumnicrciai, 
and insrallmcnt lwans. hihstantially ;dl luans arc scc~ircd 
hy specific itenis of collateral including husincss assets. 
crmsurner assets: and comiiierciiil and residential rciil 
esnte. Commercial loans are expected to  he rcpxid 
from rash tlom- from operations of husinc 
nw nn rignificanr r-oncentrations (of loans 
iiidurr~y o r  tmst<onier. TIowever: die customers' abiliy 
to wp:iy rlieil. loans is dependent nn the real estate and 
gcricrlil c c ~ i i ~ ~ i l i c  cunrlitioils in rhe awas.  Orher finianrial 
instiuihients: which potcntially represent cunccntratiuns 
nf credit risk, include dcpusit accounts in othcr financial 
iiisrit.utinns. 

(kc oj'Eslimnl(w: 'Tu prcp;irc lirrarn:.iul s l ~ ~ t c ~ ~ i c n t s  in 
conturinity wiih ;w:uunlirrg p r i r i r : i p h  ~cncw l l y  i w : r p ~ d  
in ihc Cniicrl Siulcs u l  A i n c r i a  Managnricnl wshra 
Cstimiitcs ;ind assurnpiiuns txiscd un avai1ut.k inI~.miw 
tion 'I hcsc csiirnaics ;rnd ossurnptiuns ;i1 Icct thc 
iiniutints rcpuncd in itic finuncial si:iIcIiiciiis und ihc 
disclosures provided, and i 

Tt lC BIII,Iv:ilhl~r I'OI 1<~1.111 111s. 

i inanrial in\liiiriier1l.\ :irr p:irri<.iil;~dy ,siiljet.t tc rll:mge. 

CiaslJ Flrniw Cash and cash equivalents include cash 
and depnsits with other finaihcial institutions under 
90 days. Net cash flows are repotted for customer loan 
:ind deposit rransacrinns. interest.-hearing deposits i n  
otliri finmt.i:il itistitiitinns and Ihmm-ing, w i t l i  or ig in i l  
niiturit ies under !>O days. 

Int(wcst-bcaring D('posits in Ot/J(w fiiviunciid Jnshhrtions; 
Interest-hearing deposits in  other financid institutions 
mature within one year and are carried at cost. 

S(wirili(,s; 1)cl.ri sccudics ;,~r c l m s i h l  :vs hrld Iv 
rnuiuliiy itnd c:irricd c ~ i  :~rra.mizcri CIJ~L when r rwmgcr i i c r i t  
h i s  the T x \ i l i v r  i r i l r r i l  iind :gl.dily Iv Iii.,lri ~ I i n r i  Iu rri:+(inily. 

Dclh s c c u r i h  cue classilicd ;is xwiki1.de for sale wIicii 

they mighi be sdd bcfcrrc mxiuriiy. kqiiiiy sccui-ilics 
with readily dctcrminublc h i r  vnlucs :ii-c ckissificd ;is 
;ivail;iblc for srtlc, Sccuriiics available tor 5alc me 
carried at fair value, with unrealized holding gains 

al results could differ. 
;mid ixir  v d i i e ~  of 

http://xwiki1.de






N O T E  1 - S U M M A R Y  OF S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  l t O N 7 l N U E D l  

~ . : d w t e d  ;it :icrluisition over the purchaser's initial invcst- 
IIICTII t c  lie re<.ogiiizcd ar interest inconic on a Icvcl- 
yiclrl 1 . 4 s  I.WT l l ic liie o i  tlir Inan. Sulhsequent increases 
in cas11 I ~ I w ~  rxlwc.trd t o  lw  cnllecred are recognized 
prospcctivcly t f rougl~ a l l  idustiiiriit of tlir Innti's yield 
over' i ts  renmining life, while suhscqucnt r l cc r~ iscs  RIC 

rrcoynized ;IC imp:iiriiirnt. I.oans carried 3t fair v;iluc: 
iwvlg;,yr I ~ . ~ : i n s  held frx sdr,  and loans to horrowcrs 
in goud 5kirirlirW iirirlrt reunli:.ing rredit agreements are 
cxcludcd Irorn the s c q x  u V  SOP 05-3. The g11id2ncr 
is effective for Iuans acqiiirctl in lisr:,l yc:ilr Irrgitrning 

mbcr 15, 2004 and is n o  cxpcclcd t(.) Iiave 
a liiaterial impact on tlic Cmipany's Iinoncial cumlitivi~. 
results t-jf operations, 01- liquidity, 

Loss Coi7lingmcies; Lw tv i r l i r l f i rnc i r .  inchiding diinir 
and legal actions arising in the oirluxiry course ,.>I busincss. 
are remrded as liahilitics when the Ikclihoud of  loss is 
p r r h h l e  and an amount or riingc uf loss can bc rcwiii- 
;>My rrriiiiat.rrl. Management does not hclicsc thcrc 
TIOW :we s d i  mitters that will Iiave a material effect 
m I tie fin;in<ri;il ct:it.enieiits. 

ResrricNonr on Cflsb: Cash un hand or un dcposil with 
tlie Federil Resen'e Wank of $459 iind $SOU wxs rcquiir.d 
t.n meet regulatmiy rcsc 
ut  yr;ir.wC 2004 and 2 0 0 j .  Tlirsr lhalances do not 
cim interest. 

Wlririend Rpclrdcllori: 13:m Iking Iwgulatirms require 
7rwinf;iining c w i T : i i r  cr:ipir:il Ievrls and may liiiiit the 
d i v i d e r i r b  l>;ii<l I iy  tlir lhnli 1.0 rlie liolding company 
UT I,y llir Ii<.ilr.liny n m i l ~ i i i y  ttn shareholders. 

Pair Vnllic of Pfmaiicinl Imhiiin~~iats: kiir values of 
financial inst~uiiieiits arc cstimxcd using relevant ni;irkct 
information and other assumptiuns, as more fully disclosed 
iri ii irpawrr tiote. Eiir v;iliie rcTiinatrs involve uncer- 
tainties ;ind Inxttcrs ut  significant judg~.rrirrlt rcg:ardiirg 
interest riitcs: credit risk. prepayments, oml r ~ h c r  Iiicturs, 
especially in thc ahscncc uf broad markets f < x  particiilar 
items. Changes in assuniptions or in mal-kct coilditiuns 
could signific:mtly affect die estimates. 

O/,aru6Lr~ .Sepwnr$: While tlir chief decisinn-makers 
r i i ~ i i 1 0 ~  I t i t-  ~ ~ v r i i i i e  stie:.iiiis n f  ilie viriTriis products 
:.md s e ~ v i ~ ~ e s .  tlir idr.ntifial,le segments are not material 
md ,qirr:itir-ins ;ire inanigrd and financial perfrormance 
is cvnluutcd on ii Coiqxiriy-wide bwis. Accorclingly. 
all of the financial service opci;itioilt. arc coiuidcrcd 
hy Management to he agpcgatcd in unc rcponablc 
operating scgiiient. 

Hc.clrjss,~~~~li~,ns; 
,131cil1rT11l \\,err le 
r m x n l a i i w  

Ind clcaring rcquu-crricnts 

.. itrim in ilie ptioi' y e x  financial 
i i iet i  to cnnfchrm to tlie current 



The fnllowinfi tahle suininarizes the estirmted fait. value (of assets acquired and 1i:thilities assumcd at thc datc of 
actqiiisirioii. 

Ai O C i O B t R i i . i U U 4  

Carl. $ 189 
Loan r a l ~ r  lirorwd< rprpwrllilP 1.299 
1uar1, rt.(el"diile 54 
Premises and equipment 83 
Other asscts 3 
IntangiblP nssets 320 
Goodwill 1,749 
Total d ) w h  &iwd 3,697 

Loans payable 1,232 
Other liabilities 259 

Totril I ~ a h i t i P <  rhrwmPd 1.491 
Ne1 d55?l5 dlqUlrPd 3 2,206 

- 

........ ~~ 

LOU2 ............ 2ou3 . . .  2004 
x.-.-"x-.,""̂ _ . .... 

Net interes: income $ 3,988 $ 1,906 $ 3,597 
Net inrome (10%) (1.682) (2,175) 11 1 
Basic earniriys (loss) per share (0.79) (1.12) 0.43 

Dilutcd carninqs (loss) per share $ (0.79) 5 (1.12) B 0.42 
. . . . . . . . . .  ,, ,, . . . .  

h n A u r  P. A r 0 n i ' 0  n a  3 N n o 4 e i N  N 4 1  B 



2003 
rodar<>l ~ g r r ~ y  
Fl& a r i d  municipal 

$ 12,759 

1.375 
$ 8  

5 

DIIP i r w  uii? io five ycx r  

Murtgagc-backed 
- 

Tot,iI 



~ 

N O T E  3 . S E C U R I T I E S  ( C O N T I N U E D J  

2003 

Descriptiori UI Securilie5 F,iir Valuc Unrealized Loss Fdir Valiie LJnr~.iIized Loss Fair Value Urlrealiied l o 5 5  

... -. 
1 i  MONTHS OR M O M  IOTA, 

. .  LCSSTHAN 12MUNlH3 
. .... ... 

. . .  .. -. . 
Feder,il auencv $4,026 $ (4) $ 8 -  $ 4 . W  $ (4) . . .  

4,021 ( 1  115) 
. . -  . Murigaye-b-lrked 4,021 (105) 

. . .  
Told1 tempomrily impaired $ 8,047 $ ( I O Y I  5 -  9 .  $ 8.047 $1109) 

N O T E  4 .  C O A N S  

Loans :it ymr-end wci-c ;15 lullv~\~\.s: 
.... .... .. 

ZOO4 >om 
. . .- ~ _-.. x .  ,, ~. 

Coinmercial $ 7,030 3 4,116 

Sinqlc-family residential 41,450 iU,RlII 
Real estate 

Muiri-famly rwdentid 25.602 1,250 

Coinmerri2 20,105 5.040 

Construction 1,117 610 

C.nnsirmer 13,952 

Subtotal 109,266 5 a . m  

Lcss: Nct dcferred loan fees 1139) 1 ', 
AlIOwdnie tor l o m  losses (978) (41 5) 

Loans. net $ 108.149 B 5X.Oi4 

12,598 
.~ . 

..... ... .... 

hrririy in the rzllnwancc kir loan losses \viis :is lolluws: 
-. . -. ..... 

?no3 2002 
. -~ 2004 

... 

Beginning ti.lI.Ince $415 $ 361 $373 

Provision for loari Iusses 646 102 1Y 
Loans cliarqcd-off (1 (50) (35) 
Hewwries i 4 

Ending baiarire I 978 $415 $361 

I i n p a i r d  Imns arc nul malcriol tur any pcriurl prcxuie<:l 

Nonprrfr~iiiiing loans were as fdlom-s: 

..... ..................... .- . 

.- ... ~. ... 
Z l J W  

. . .  . .. 

Loans past due over 90 days still on accrual $ 7  3 -  
Nonarrrual loans 286 741 



N O T E  5 . Z S C O N b A R Y  M O R T G A G E  M A R K E T  A C T I V I T I E S  

Munya,qc h-mis s r tv icd  fnr others iirc no1 rcpuncrl its i i h x : I ~ .  Tlir prii i~i]?~I halances of  lhcsc lairis wrw 527.310 
riirl 20114 and 200.5. 

lances maiiit;iincd in cuniicctiwi wil l)  crtviccd Inatis were $?KZ and $100 ut  y c a r - r r d  2004 
illKI 200;i. 

nctiviv for ~ ip i~ : i I?~cd  r r i i . i r ~ t ( : i g  irwiring rights and thc related va1u;itiori a l lnwim~.r  V<.>l lows: 
. . .  .... ... .... 

2002 
....... 2004 2003 

. .  --,*_. 

Servicing rights 

Beginning of year I 221 z 200 z 88 

Amortized to expense (52) (1 18) (50) 

End of year z 208 $ 221 $ 200 

Beginninq of year $ 56 z -  5 -  

Additiuris 3 I D 5  I 62  

..... (56) ...... 
Piovi'.iun for loss in tair value 36 ... 

Valuation allowance 

Addilionr pxpmspfl 56 

Rediirrion crpditcd to cxpcnse 

End of w a r  16 20 $ 56 z -  
........... 136) ...... -. 

N O T E  6 - P R E M I S E S  A N D  E Q U I P M E N 7  

Ycar-end prcrniws i ~ i d  crluipmwil wcrc :A< r<.>l lows: 
..... 

.... . . .  ... 

I d d  and land improvrmrnts 
Buildirigs 

Fiirnirure, fixtures and equipment 

Lea,etluld mpmvenwntc 
.... ...... 

4,352 3,256 

-~ Lpsc xnimulatcd dcprcciation (1,662) (1 324) 

t 7 690 B 1932 
_ _  



N O T E  7 .  G O O D W I L L  A N D  I N T A N G I B L E  A S S E T S  



. .. 
2005 5 29,329 
2006 

l U 0 i  

2008 



-. .. .. . . .  

A 1  t t U t H A L  C O b  I P C  N 2 0  0 4  A 





N O T E  14  . I N C O M E  T A X E S  

Income t x  expcrisr (Iicrivli i l  ~v;is iis follun-s. 
. ..... 

2002 

Current fedxai $ (283) 5 Y 5  $ 175 
...... . . . . . . . . . . .  

LUOJ 
.... 

2000 
.. 

.. - 
(1.083) 13x 

I X d I  $ (872) B (4RW $313 
...... .... (589) . . . . . . .  

Dcfcrrcd trileral 





NOTE 17 - C A P I T A L  R E Q U I R E M E N T S  A N 0  R E S T R I C T I O N S  O N  R E T A I N E D  E A R N I N C S  

2004 

Total CApilaI ti> w k  
weighted assets 

Tier 1 (Corc) Capital to  
risk weiyhlpd d < W >  

lier 1 (Core) Capital to  
adiusted assets 

.Tdngible Capitdl 
(to adjustcd total assets) 

2003 
lkld Capital to  risk 
weighted assets 

Ticr 1 (Core) Capital io  
risk weighted assets 

Ticr 1 (Core) Capital to 
adjulied assets 

Tanqibie Capital 
(lo xlju,led W a l  assets) 

.. . 

-. . . . ..,. . 
AMOUNT 

$ 14,555 12,2% s 9,580 

13.576 11.3% 4,790 

13,576 8.1% 6,726 

$ 5.597 

21.0% 2.1'39 

13.4% 4.21 I 

$ 15,093 

14,678 

14,678 

14,678 
. .. 

~ 

RATIO 

8.0% 

4.0% 

4.0% 

1.5% 

8.0°/. 

4.0% 

4.0% 

1.5% 
. .. 

$ 11,975 

7.185 

8,408 

N/A 

$ 6,997 

4,l YE 

5,272 

NIA 

10 0 %  

6 0% 

5 0% 

N/A 

10 0% 

6 0% 

5 0% 

N/A 



Financial assets 

Cash arid c.d)li t.'qiiivrileiili 
Intw<r-kc;lring rlcposits in otlicr 
financial iristitutiuris 

Securities availablc for salc 

I ~'hi~i'i lhrlri tnr ' i r l l~  

Loans. net 
rcdcrJl llomc Loan Bank stock 

L w r i  d e >  procet.(ii w(eiviii)le 

Arrrucrl ntcrcst rcccivablc 

Financial liabilities 

Deposits 
F~dPriil toin@ Lorlii k i nk  ,>dv<inr.p'i 

O l t w  tinrrowiihg\ 

5uburdiriatt.d dt.bt.rilure, 
Accrued interest payable 

..... .......... 
)no4 I 2003 

CARRVlNri AMOIINT rAiR VAIIIF CARRYING AMOUNT 

I 5 32,675 ~ $ 32,675 1 $ 0.936 I 

13,508 13,508 

108,149 
3,778 
1,008 

501 

(101.624) 
(41,170) 

(2,249) 
b.155) 

136) 

108,712 
3.778 
1.880 

501 

(102,030) 
(41,017) 

(2.249) 
(5,155) 

(36) 

1,507 
) / , I  I h  

106 
50,024 

3 ,  h/ h 

FAlRVALdt 

$ 8,936 

1,507 
27,126 

I O /  
59,341 
.?,626 

A87 

(73,127) 

(7,500) 

(5.155) 
(65) 



CONDENSED EAUWACE 58SET5 

DECEMBEK31 ,. . . .  .- . . . . . . .  

2003 
... . . . . . .  

2004 

Assets 

Cash ant1 f&Ii equivalenrs I a m  $ 9.238 
lrivestment in banking wbjididiy 15,708 15,099 
hvnstmriil io arid advanccs to rrthnr suhidianes 296 289 

62 1 Oltier assets 399 

Total ascts '6 24,907 B 211.247 
~ . . . . . .  .. ... 

Liabilities and equity 

Debt S 5,155 B 5,155 
AccrrM rxperises and othcr liahilitiP< 245 236 

5haretiolders' equity 19,507 19,856: 

Totill Iidbilitie, and sharchnlfiPrr' eqt.iity $ 24.907 $ 25,;A7 
. . .  , ,, .. ..... , . 

CONDENSED StaT-ENT5 OF OPLRATIOMS 

W A R 5  ENDEU L'KkMBttn .11 .... 
2004 2003 2002 

l n t w r l  iii<.uiiw $ $ 21) $ 77 
Dividends from subsidiaripr 5,437 7,800 

Dthcr inmine 1 1  

lilterest expcnsc 225 59 297 
.I38 173 Othcr nxp+r~w 306 

lncnmr ( 1 ~ 5 s )  before income t i i x  riiiil 
undistributed subsidimr., tiperations (531) 5,071 2.407 

incomc tax  hCnPflt 143 125 137 

-. . . . . . . .  . .- 

. . .  ... . . . . . . .  -. 

Effcct nt s i r t id iar ies '  operations (1.274) (7,570) (1.807) 
.... . . . . .  

N ~ I  iiiiome (loss) 'I (1,662) B (2.374) $ 674 



N O T E  10 . P A R E N T  C O M P A N Y  O N L Y  C O N D E N S E D  F I N A N C I A L  I I V F O R M A T I O U  ( C O N T I N U E D )  

tMYOENSED JTATEMEUTS OF UlJM FLOWS 

..... _ .. __ . . . . . .  YEARS Ewrn nrcrMm 31 

ZOO3 1001 
. .  

Cash flows from operating activities 
Net incomc (loss) 1,662 $ (2.374) $ 174 

Adiustmcnts: 
F f l e t l  01 sihridiririP<' np@rmnn< 1,27A 7.570 1.870 
Change 111 other assets and other liabilities 296 (10%) (230) 

. . . . . . . . .  . . . . . . . . .  __ 
Net c x h  from opcratinq activities (92) 5.094 2,314 

Cash flows from investing activities 
Carl) ~ P W V P ~  iii rq>;iytnmt of ESOP Iorm 853 212 

Iiivestnienti in suhsidiariei 084) 
NPt rash fmrn inverting xtivitipq 564 212 

.. .- ... 

Cash flows from financing activities 
Proceeds of borrowings 5,155 

Rcpaymcnts of borrowinqs (4.900) (2.100) 

Proceeds from exercise of stock options 412 345 

Purrl>.is@ ot trmsury stock (3199 (1.044) 
Div~derid> lidid (7351 (65s) (551) 

Dividend? on unallocatcd [SOP s h m r  (53) 

Net cash from financing activities (642) 3.064 (3,148) 

NPt cliange in rrlrh 2nd rrisli @qiiivrilPim (734) 8,722 (1.222) 

Reginning cash arid cash equivalerits 9.238 516 1 ,138 

Proceeil> lrnm stock i \ r w  3,119 

_ 
.... "".~.~ ............... ~ ........... ........ 

Endinu cash and cash cuuivalcnts $ 8.5'34 $ 9.238 $ 516 



.- 

MOTE 21 . E A R N I N G S  P E R  S H A R E  

'I'hc factors iirrril in the eariiiriKs per share ccilrquloiioii follnw. 
. .. 

2002 
. . .  ... . 

1003 

Basic 

Diluted 

1.81 5.210 1 530.428 



B O A R D  O F  D I R E C T O R S  A M D  O F F I C E R S  

C E N T R A L  F E D E R A L  
C O R P O R A T I O N  A N D  
C F U A N K  B O A R D  O F  
D I R E C T O R S  

David C. Vernon 
C1i.iirin.m of the Board 

Mark 5. Allio 
We-Chairrruii, R'wident 
61 Chief t w w l i v e  Otticcr 
cerriral tculp,al Corporation 
Vie-Cliairniai (1 Chicf 
txerufivr Otticcr 
CiHdnk 

Jeffrey W. Aldrich 
Presiderit 
Siwlirig t7iiii.i Co. 

Thomas P. Ash 
Supcrin tcndent 
Mid-Ohio E h c d  lirmal .Servirc 
Center 

William R. Downing 
PreGrlrriI 
H. H. Oovuniiig, Inc. 

Gerry W. Grace 
frt.iideril 
t;r.ic@ S~r~dccs, Inc. 

Jerry F. Whitmer, ESq. 
Partner 
Elrouse M~llnwrll 

~ 

C F B A N K  C O L U M B U S  
D E V E L O P M E N T  
U O A R D  

Daniel P Finkelman 
+m-#itivc Vice Prcsideni 

Corporation 

Julia F. Johnion 
Maridghg Memhor 
iotirauri M,iiiiit,icturinq 
arid tdrinhg LLC 

R. Parker MacDonell 
t're5ident - Coliimbus Reqiori 
CfBarik 

John L. Mead 
Owncr 
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S I I A R @ M O L D E R  S e R V l C E S  

'Ihc Kcgistrar and 'Iraiisfcr Company serves as 
nansfcr agent for Central Fedeial (:orpiorition sh:irrs. 
Cummunicxtium wgarding change of address, transfer 
of shares or lost c.ertific.ates shorild hr .snt (CY. 

'Ihc Ikgisnar & Transfer (:oinpany 
10 Coiiimcrce Ikive 
Cranford, Ncw Jcrscy 0701h 
I'hunc: 800-568-5Y48 






