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PATAPSCO BANCORP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2007, 2006 and 2005

2004 Stock IlIcenave,Plan .: ' ' ,

Non,Vested'as ofJune'JO;2006 '
Awards Granted, November 2006 .
Vested
Foneiled .... ;:" .
Non-vested at June 30; 2007 '" . ,

:.... ;,.

In October 2004, the shareholders' of the Company approved the 2004 Stock Incentive Plan. 'Unaeri this plan,' .'r
90,000 shares ofcommon stock are available for issuance under a variety ofawards. An additional 40,146 shares
were 'made,available for issuance to.settle past deferred 'compensation "Obligations: Thisnew.plan replaced .the
Director's retirement plan that became effective in September 1995. At the time .of~doption. 'thedirectors had the'
option to r!:iidlo'Cate their deferred compensation assets. ;" .,

Compensation expense recognized in connection with these plans during the years'endedrJuile 30;2007,':2006:'and:
2005 was $67,300,$17,400 and $.80,700, respectively. "

A summaryofthestatus:oftheGompany's non-vested:shares,aS"ofand'for \he'Yel!l'ended June 30;.2007 is presented
below: ,; ,,, <;,." .....,..., , "J! ) . .. '.' ',: ,.. J: " '. -"":;: " OF : ,;···" ... :,···· ,';''',,; ' '-; 'l

" ,,; .), -. ' . :.,.; "f~:' :v . ' , . ".o!.. . . .. . ' . :.~ . , · t:·:i~!. -:;. ~: . ~ :. " .

.••. . ; ';:.". : .1. : ••• •):., .. ' ,": : ' .-;, \ .; .~ • .• · ..··.:i };, - : "\: ': i .- ~ ' ~.:'\:!"\·: · ,,~·-;: z r·:, · .- ~~·· · - : ,, ~ . ' ;

As ofJune 30; 2007,there was $148;000 of totalunrecognized ~ompensation costs related to non-vested share-based
compensation. The cost is expected to be recognized over a weighted average period of 27 months. ·At grant date,
vesting of the shares was "cliff" vesting at the end ofeither a two or three year period.

.,' .,'i~·.:.

As of June 30,2007. there are 53i850deferred shares under this plan ofWbich 12,906 are·issued and outstandmg;,";
These deferred shares are allocated in lieu ofcash compensation to Directors of the Company. Deferred shares are
requited to;be:distributed.ilpon aDirector leaving ' the Company or upon a charige-in-control.event.:AlI these'shares",
are im;'luded in·shares oUfl;taoding fodhe purposes ,of computing earnings per:share. AdditionallY'. as of June ,30,
2007 there are l'4i453 non-vested shares'outstanding under this plan: .: ,', :, . ' J , .

The" €ompany~s2000 Stock Option ,and 'Incentive Plan was;,approved' by .thestocliliolders aHOO 2oo0 .·annual:
meeting'. The ,Plan providesfor the granting of options' to acquire common stock,to directors:;and;key'employees, .
Optian pricesare:equalor greater than the,estimated fair'rnarIret value ofthe tommob stockatthe date of'the;granl··'

"l ' • ' ... . f : '/'.: I • , .",; :' : . :, . ; '.'. ', ,;, • 'r, .! .,~1: .... ' ; ",' ~, :" ';, ", :,~r:. ;:'. ,

The,.company's'1996 Stock OptioD,S'and,Incentive 'Plan (plan) was approved by me,stookholders'at the 199~. arinual
meeting. .The .Plan provides:for the granting of dptions'toacquire commol1stock to directors and key:elllployees ~

Option:pncesare equal:or'greater than,the .estimated fairniaiket·vil1uc' of the 'comm!>n'·stock at the:date of the iglanC "
In October 1996 theCompariy granted options to purchase 137,862 shares at $4.60 per share; On May t, 2oo0.. the
Company granted options to purchase 18,981 shares at $4.86 per share.

Stock Options

The Plan provides for one.fifthof the options granted to be exercisable on:each of thefl1'St fiveanmversaries of the
dateof:g'rant. Under this pliln, in August 200Jthe Company granted options to purchase 99.97SsharesatS6.,29 per
share..." , :C ' ,"" . ' , ' " , .. .. " '":,",, " :1, ' ." ' , ;;" ' "

The folloWing table summari~es 'the statuS of and changes'in theCompimy's '$tock option plaiJli during th~ 'pl1sHlii'ee
years. ' '. ~.;::. ~ )' \:.;'..;.~ . . '.~.\ ' \'r...:';lj .. ,. · .j'::; '-, k ,";".



PATA}JSCO'BANCORP, ·INC. AND SUaSInIAlUES' ,r.; ~, ','. ":P; ' ,.\,.,

Notes to Consolidated Firiancial Statements /" · :}'l·" \.,':~: ;. .. "):;~ \

June 30,2007,2006 and 2005 ,,. . L , .

• ':. • ,; 'n '· ,.i I~ ',;:.

,.. ... '.. . ' "\ ' , ; ' . , "' . ." ". ": .

.Outstanding,~une3.0, 2P0.7 ,'f. 47,872 .. .... . $ 6.02 ,

Weighted
Average
EXl'!l'cise

Options . Price
Outstanding, Jlll}e JO,20.04 , 197,898 .' ,. ,;$ 5.40"
Granted .. ',. ':" 1; " ... ) :. , .. f, ..

Exerclsed ' . (22;635) " 4:60 '
Cancelled .....

Aggregate
Intrinsic

Value(OOOs)

.....:./

'" . l " : .

$ .. , . 801·

' . :.' . "

Weighted
Average
Exercise

Price
$ 5.40

.$ 6.02

.. c.. i·....

", f.': ;' . ..

.".. '.;.... ";' 5.51' · ".
. ... .. '; ; 0' . , ~ •.1-,

." ' ! ,·",t ,.;, .~. ~ . ;" ~ " "

47,872

~ f ' : . ...

139,723

122,877

Options
Exercisable
140,116

.. .~ . .

5.62.' ,.. '

5.40'
0 .'".

5.4 l: ;

5.07
6.29 ."

.. ' i .~ ~::'

138,495 " .., . , .

(90,623) t ;'·. i

(36,353)
(415) "(:,;, i

Outstanding,June '30, 200.5 ' ., ., 175,263
Granted .. -, -', J : .:, . • ,~.

Exercised ' .:;;. ',
Cancelled ,•.::./ I '

. Outstanding;',Junc'3'O, 2M~ "

'Granted .. .: .' .
Exercised
Cancelled

The following;table summarizes information !lbout sto*..options outstanding at June}O, f007 . ' .'
.....

:. · .U)~ · ": :, ', .....

Exer~ise ···

'. Price

4.~6 '

.. " " '6:29" '"

Nu!iiiier ~ , i
·Outstaoding "

.. ' 8,827
' :'" .";" "~'> " .. " J9;U4'5·.. ·"~,,· ·, · -- .

47;872

Remaining
Contractual Life

2.88 years
~ ' 1l:T5'years "

3.92 years

:: ,: .. \: " " -' Number":
..,/~ :+:,~' . ;'..-:Exercisable -ri" :..,

, ' " .:: ~'; : :~ ; "', ':8,827·t ...
. . ,..." ,- .' "39,,(),45

47,872
' ,:.,

){Ol(.K).Re;;'rei1:ieni8"'vmi:H~ldtl .' ".: ';;': t i.· , J~ iF':'.::'; c'';:,u; :, .1 · " ;';:," ;:',r'i ':' .~
:'~ ~: ' ~~ ~;:" : ; .,J I ~ '.:.:: ' :' · l .;"~ ~~·': ",:.::':~: .: : • . i:. ..l ! :' ~':~; ',w~:' :.') :.: j :_:: 'J.; f' :...: 0." 01 ...:;1', ~ .' , . ]. ,:', -'. ., ":" /i:;

The Company has a401(k) Retirement Savings Plan. Employees may contribute a percentage of their salary subject
to limitations established by the Internal Revenue Service. The Company,. is:;obligated.tOi contribute.:3% .of-each
employee's salary, whether or not the employee contributes their own money. All employees who have completed
six months:of servieeiWith the 'Companjla1id"are:21,Years.oli:t lIre.'eligible to . participa~e. :The'Compahy's contribution
to this plan was $91,000, $73,000 and $67,000 for the years ended June 30, 2007,2006 and 2005, respectively,
Additionally, since the ESOP is fully allocated, the Compensation Committee of the Board of Directors,' has
approved a discretionary profit sharing component to the 401K plan. The accrual for this component of the plan for
the years ended June 30, 2007, 2006 and 2005 was $113;000, $1'08',000, and:$1I;,000, respectively.' ., .... . .. .

(12) Fair Value of Financial Instruments
'; '; " . ~. ;' .' .. .. .• .: ·! : I 1,,: .:.. ... ~•. . r . ,'.i.: ·~ : r;''''· ]' ~.: f j ''' :-. ,' .::'::

":.! " .•:.: 1 _ •• :'• . ' . , '

Statement: .of..Fin~n¢ial Accgunting 'Standards,(NoI , 107,.Disclosure&;'ab'o'ut.·FairYalue ·OfFinancial Instruments
(SFAS 107) requires: the,Company' to di-Sclose ,estimated fair values.fof' certain on~ and.off-balance sheet ·financial
instRiments,,': "Fair., value;;estirnates; methotls,' and assumptio~s · .. are' 'Seffortli·below for ;the '.CoffiP.any's financial
instruments as ofJune 30, 2007 and 2006. ':;:; ·. i;, .':;~ i F· ; .,,"", '. < ' [;' " ..... .' ." ' . ' r . '.'

Fair value estimates are made at a specific point in time, based on relevant market iiifonnatidn 'and information
about financial instruments. These estimates do not reflect any premium or discount that could result from offering
for sale at one time the Company's entirc 'holdiRgs ofa~paiticu larfiilliJlcial'instrulllent: ·'..BecauSe no'market exists for
a significant portion of the Company's financial instruments, fair value estimates are based on judgments regarding
future expected loss experience, current economic conditions, risk characteristics of variousrfmanciaLinstrfunents
and other factors, These estimates are subjective in nature and involve uncertainties and matters of significant
judgment and therefore cannot be detemlinedr.with pn:cision;. : Chari~s; in.. 'assumptlol1S':could significantly.:.affeCt
estimates.
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value

:"1;405
,39,044

33~

:.' ,'! ~;':.
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.;'V
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2006 '

.' ~ " I •

"'1,405'
.40,050

334

$5,8P7, .,.$5',897
..;;.',

2,3~1 . 2,381'
."."

605 605 .1.;. .. I~-'
16,667 16,667 . .,'\.......

f90;5~9 : ,l8M82 .. .. ,
2,416 2,416 ..

929 929' :';"";'"

.~.. i'

,'Carrjribg "
amount

\··,:i,::.:,,'

.... .
-j-' .

.." . ."1:; .;. :; ~ir·.> '-:. f .L:

.;. .... I

:;'1,362: .":,'.;

43,032
,.,4:72,

~ .....

- $5,215
2,255

Fair
value

'. (~'" I:.' •

.;: •.•• J :'.<'~>:.. " r;:~~ ::".1':'. "?t; ",:1."

2007;

• 1 I"' I ~: •

. ,',:f' !':' "

_,.f
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, Carrying
amount

1""":;'(;';1';362 :..

43,800
472
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c,....
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(In thousands)

PATAPSCO BANCORP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
June 30, 2007, 2006 and 2005

The carrying amount and estimated fair value of financial instruments is summarized as foUows at
June 30: .; ,.;'

Time deposits arotherfmancilll.iirstitutions: .

The fair:Nalue'¢: tbesetime: deposits was calculated"by discounting the,gcbeduled:cash~floWs at current'market Vcltes;·
... ,:y ' M' ~.. -.11':; ;.',.~.:,:.·'f·· .. <:-'.~:' :; .. ~'. ,:1 : i>r,.: .: ,.' ;.:.; :'.'/··i"'!.': ,,:~ ·S:.',..'.:, .. t:.: I'· l :,: : '. '<. -::t

Securititui ;, ;'1'"......'. ,';,,'. :,,' ", "in' , , . '" ',' ,). ,,: .J> ",::!~..
,; \. t 'i.;.':::.'~"<~~ .:~".:1..

Accrued'Interest Receivable

The earrying amount ofaccrued.interest ,receivable:approximates itsfair value>" . ,. ,,' ,
'i.~;.. , .. ''".'.

Securities required by Law.

The car&ing·amountofseGurities'requiredby law approximates itS fairvalue;· '.

',;' "~', I ~ .. c.'. ~

Cash and Due from Banks, Interest Bearings Deposits with Banks and Federal Funds Sold

The stateme~t of fi,nancial con.ditf~n" c~rrYing amountsfot cas~ imd"due. from bimkSl·:int~r.e-st,bearirig"il~positswith
bariks and federal funds sold approximate the estimated fair values Of such assets. " ' .

;.,,;;;. ~.." '...

;" i.:

The fair value ofsecurities is based .6nquoted ina~ketva1ues;

Loans Receivable C"":;," '.-,. ',"",', ..,,".",' :.., 'p''''''

Loans receivable were segmented·int8 portfolios with similar fmancial chilracteristics:" ~ailS we~~lso stgmented
by type such asdeSidenti~' aM D()nresidentil!'l;cl,liistriicitjoni aiI~.lan.4,· second mortgage lams, ;oonimercial;; iaiJ.a
consumer. ;:Each,10M category was furtherseginentedby fiXed and adjustable nite.iriterestteriils; ~i,;.:. . '. " ..
The fair· value o.£-I()ans:was-·caleulated(by\discounting'lll1ticipat~d'Cashfl()ws based on;weighted average'contractual
maturity,.weighted ayerage coupon and Current loan origination rateS.' I·,· .. ,', '. .':;. !' r"

Assets: .
Cash andinterest-b~aring'deposits ' $5,2l5
Federal funds sold ' 2,255
Time deposits at other financial institutions~.
Investment securities available for sale 13,147," , 13,147.
Loans receivable,net·:, 220,239 217,376;'
Investment securities required by law 2,599 2,599
Accrued interest receivable' 1,063 1,063""

.' Liabilities:. "
.Q~Po~il$.:;·~. " ..... :;'.~.<•.,.~••..,.' ".' "'"".,,; :.,',:.: " ..','.'" .1&~,7.12.·· .. 18.l,98~ :. ,.-"',l§.§,~j~:·:.+s~t~iL'"" ..;,, ..,.
Advance paymentS by borrowers for

. taxes, insurance and'grollildrents'"
Long-term debt
Accrue4wterest payable

Offbalance sheet instrumentS: . ~': ;:- ·",L .

Commitments't~ ~xtend credit



PATAPSCO BANCORP, INC. AND SlJ.'BSJDlA.IU~S / .(J;"~",:':: ~.,;.~ S:l:";,J;iiI,·-:ii ~" ·:··: ;;;.'I:~A, ' { ·/':~
Not~ to Consolidated Financial Statements . :';;t,;;.r,·· ,..c.' i: L~~;'l'..;- .' ;':: b..i r'; :~; .?" ·~·:..'. ( -':, If ' V'

June 30, 2007, 2006 and2005.<;, ,::,,:},- , I '~

Deposits , .. , . .. ~ !'... ' ..

UnderSFAS 107, thefair valueof,deposits .with nostatedrnaturitY, .s~l(* asnQn-inten:skbearing deposits, interest
bearing NOW accounts and statement $livings accounts, is equal to the carrying amounts. The fair value of
certificates of deposit was based on the discounted value ofcontractual cash flows, The discount rate for certificates
of deposit was estimated using.the ·rate cufrentl~oft~redfor deposits ofsimilar remainj,ng ~tutiti~ , '

Long-Term Debt
.', .

..:.

·~!"i.:. :•• ••••~:'!..

! (' .
. ' t; ,J . ,. ", . '. ' .

The fair value of long-term debt was based on the discounted value of contractual cash flows, using rates <;.u,ri'ently
available. ..., ;: ,~.' ,; .,

. , ~ .,\~, ,: ":':' .~ '. '~~ ..:~::,,-..,

Accrued Interest Payable

The carrying amoWlt of a~~tued interest payable aw~J~imates its fair value. ;. ~ ..
. . .", ' .'. '

. ~~( , ·~:.i· ". .~)~:'" ',.' · '0 ' ° I "

Advance Paymentsby.Bo~~'!..ersforTQXes, Insur~1.~t~a,,,d Ground Rents ,'. ,:J '" .,;' , ., ,: : '!".:';
.\":1>..:. '. '. ~ .. '; .' ..,: :', I ·..'. i ···~ ....',~: ·; ·' I ·.t' ,~~:,·i.: · 'p ,i,..:,f, .. ..~ .. \j "".:.; Ii':'.'.': '... "., , ~, .:. ;·r':··-:I';.a;'. ,. ,.... ,.: ."'. . . .' '\:: ':',;·.'i.,· '.1'\': ',; ~" !

The carrying amount of advance payments by bOrrowers for taxes, insurance and ground rents approximates its fair
value..

Off-Balance Sheet Financial Instruments and Standby Leners ofCredit

Thc "'CQJIlpany .is ·a,partt(t&i,inanciaLinstrumen~.Wiili off-balance sheet risk in .the norm8l ::c~ of'l>i1Siiiessi ....
in~lucling mortgage\oan :~bmriii,tments,.~ndisbUf~}ines ofcredit on commercial business 10aJis..iindstiuidby 'lc!ters
of credit. .These instrumenisinvolv.e, to: .various degrees, elements ofcredit and interest·rateri~ iiiexcess !>f the
amountrecognized in lh~ c.oDsolidated·s.tatement:lof financial c.ondition,. TheJair yalues of~li 'conlrtiitmcrlis are
ininlliterial., .; ". , -. '..;:;' .iii; ' ,.,;,

.-:' . '.

The\.oiS\;losure of fair vahie amounts does not inchide the fair values of any intangibles. including cOre depbsit
iJ}~~ngi§les. Gorctd~osif ~ijt8ngil>les ~res~l1t . the yalueat~ril>~table to tQtal.dePQsits b~ed ofi;anexptcte~ :4i1fattdn .
ofcustonierrelationships:,·:::, : ,'i' :" " . '·,:·d. . ',"

. (i"'~" .,. ! ' _ _... J . 0 : i.; '.

: .... , ;ot'I:, .• , 0'- "11 ••• . • . " . •. • ".,' .~ :" ' " ~ .•' •• '

0:':,.
~·:·lo(~ . ~ " •

: 'r ··
',', '.

Fr;.71~
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Total Assets $ 24)91 $ 23,605

PATAPSCOBANCORP, INC. AND S~SlllrAR:1ES '

Notes to Consolidated Financial Statements ·;'
June 30, 2007, 2006 and 2OQ5

" . " ."

••1'

'.

Cash $1,671 $ 2,834
Investment securities 78
Equity in net asse~ of the l,>ank 22,369 . 20,422
Other-assets··.. . ..,'{ " ..', '; ·'.::i·:.,! iL ,'- .. 'J:: ",; ,. '251 "< "" ...! .. ;.27T'\···· "")

Income before mcome tax provision 1,072 ' 1,288"" 'F! ' \'.,: ~ '.'v .' 1,,t,309wl '.,' "
Income tax provision (benefit) (113) (100) (37)

Loss before equity in net income '
.'; ·of..~JJ.bsidiary"and :inc.ome ta~Il.S l. ,. :. ;;·: .".' " " ' : .. , " . '·f.' .;...,: .(3~7~ '.': n, ...:.-t· .. ;if) ",~ OJ,?}' w, ': .:. 0; ;,: :AlllB) . !

lIfetlmcbmeiOf,subsidiarY! ,y.....:i, .\,.: ~", , ;:.,( u,.~,( " ,,; ;I",. ,); :ii- · :d .;399:·; .~ ;: :,;-" :j;:; ,:,: :;;(;;.'1.:5~L...··I"r>.r" .~·; :.J,4;P·:"·,in!

" , ; ".

...:.:.(1n::.:.:;/h..:.;lfus=· ·::cmdS.;"':")_·-:·;:-=·' ::"""·7 ·-:' I-:· ':-' ':-:' ::=''':-' '-:" '-:::' :-: ::-;-:-' •...,.,._.'_·1 _;...,.i. '-,-_' _"_"'_" _ " '-,-_'..,.""-.:..,.' ,....,...._.,_.,;-.._. :--:...:---..:....:.:-...:.......:.:...__-.:.:..--.:.. :, ...
Statements of Fiiiaii'-ciaI'Condit1on . '. ' . ' 2007 ':'· .. . , ':..' ;t 2006 . i, • •

(13) Condensed Financiallnform~tion(Parent Company Only)

~~Jillnariie,~ firi~Ciar:~.~~~tion·f~,r~e'i~o~p~IiYis as fOl~~,~ '~ 'orand f():.th~·~~endeo !~e30: .
i
i
'j

: i

:1'
'.' .

, !: !: ~
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PATAPSCO BANCORP, INC. AND SlfflSIl>,lA;lUES~::. , ':t. : .,' ,{, ,; '. ' .." " ".::

.·':Notes to Consolidated Financial Statements i . "

... June 30, 2007, 2006 and 2005 ',,',
' ..' .. . •

Net cash used in operat.ing·activities . . . .

.~ . " '. ' . '

>; :,21)07 . 200~ . 2005

$ 1,185 $1,388 $ 1,346
.: ~

(1,399) (1,527) (1,417)
< (51) (189)

172 81. ., (9)
'"

(93) (247) '. .(90)

(20) (1'0>' :0
..

(tj
~ ~.::.

92
'"

.,-
" '1,290

(300) ,""'.1' ", " .,', ..... .
(228)

' . ~ . (I.o)- 1.93.
. .. -~

. ~ ': . "3 i'6ff,: ' ;
(i67f":-1· . ,

'1 338 121 , .. 47 .' :

(690) ,'(23)' . (1'05>'. ::
' {6S)" : .. ... . ; .

(490) (521) (500)
,: (842) 2,679 (725)

.... (1 ,163) 2,422 .. (622)..::. ,
2,834 412 " 1. 1,034,., .

$ 1,671 $2,8~4 $ 41Z ( '

',(" ,'.

. ,
... .; .

• '" "J .'

•. .•:.!

Investing activities: ; '," .
purchase of investIDenfsecurities. .

Proceeds from sale of ilivestment security
Dividend receivedfrQm subsidiary - ,
AddWenai investm~!!t -i,n subsidiary ',' , '.

(In thousands)
Statements ,Qf Cash Flows

Operating l!ctivities:
Net income
Adju~tinents ..toreconclU:·h~t income to net cash. ..

provided by operating activities:
Equity in net income of subsidiary

.' 'Increase in other'assetS .. ..
....~crease (decrease) in accrued expenses and other liabilities

Net cash provided by (used in) financing activit~es

Cash Md:cash equival~n.:tI! ; end ofyear :;.

L: :' :.;; " ,
' .~

' " . • ....: . ; 1," . :~ ' ;"

' ;"

. .' . ".:.

. ....

"' ,~'<;: . 'r .':..

. ?C:, ' f . -:. ,'" . '

. ~}", ,1

;:.;
" ...., ~ . ," . 1

••I~

" ,.'.. ~t
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... , :i..
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Beard Miller
Com12an~ LIP
C~PuNic Acwuntants omdCortiult.,nt.

REpORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Patapsco Bancorp, Inc.
Dundalk, Maryland

We have audited the accompanying consolidated statements of financial condition of Patapsco Bancorp,
Inc. and subsidiaries as of june 30, 2006 and 2005, and the related consolidated statements of income,
stockholders' equity, and cash flows for the years then ended. These consolidated financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

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

In our opinion, the .consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Patapsco Bancorp, Inc. and subsidiaries as of June 30, 2006 and 2005 and the
consolidated results of their operations and their cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Baltimore, Maryland
September 1, 2006
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PATAPSCO BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements ofFinancial Condition

June 30, 2006 and 2005
(dol/ars in thousands exceptfor per share data)
Assets
Cash on hand and due from banks
Interest hearirtg deposits in other financial institutions
Federal funds sold

Cash and Cash Equivalents
Time deposits at other fmancial institutions
Securities available for sale
Loans receivable, net of allowance for loan losses of $1,000 and $945,
respectively
Investment securities required by law, at cost
Property and equipment, net
Goodwill and ·other intangible assets
Accrued interest and other assets
Total Assets

Liabilities and Stockholders' Equity
Deposits:

Non-interest bearirtg deposits
Interest bearing deposits
Total Deposits

Junior Subordinated debentures
Long-Tenn Debt
Accrued expenses and other liabilities
Total liabilities

Temporary equity - ESOP shares subject to put option

2006 2005

$ 4,839 $ 5,270
968 970

2,381 1,408
8,188 7,648

605 619
16,667 24,800

190,589 161,094
2,416 1,677
2,175 1,585
3,354 3,406
4,076 3,875

$ 228,070 $ 204,704

$ 13,186 $ 12,072
153,647 152,248
166,833 164,320

5,000
35,050 20,233
2,899 2,564

209,782 187,117

1,121 1,266

Stockholders' equity
Preferred stock-Series A Non-cumulative Convertible Perpetual
$0.0I par value; authorized 1,000,000 shares with a liquidation
preference of$25 per share; 0 and 93,745 shares outstanding
at June 30, 2006 and June 30, 2005, respectively

Additional paid-in-eapital
Common stock $0.01 par value; authorized 4,000,000 shares;
issued and outstanding 1,813,925 shares at June 30, 2006 and

. 1,414,456 shares at June 30, 2005
Additional paid-in capital
Deferred compensation contra
Obligation under deferred compensation
Retained earnings, SUbstantially restricted
Accumulated other comprehensive loss, net oftaxes

Total Stockholders' Equity - Permanent
Total Stockholders' Equity - including Temporaty Equity
Total Liabilities and Stockholders' Equity

See accompanying notes to consolidated financial statements.
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6,950
. (78)

395
10,317

(435)
17,167
18,288

$228,070

I
2,345

14
4,332

(78)
440

9,438
(171)

16,321
17,587

$204,704



PATAPSCO BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements oflncome
Years Ended June 30, 2006 and 2005

(in thousands except fOr per share data)
Interest income:

Loans receivable
Investment securities
Federal funds sold and other investments

Total interest income

Interest expense:
Deposits
Interest on Short-term debt
Interest on Long term debt and junior subordinated debentures

Total interest expense

Net interest income
Provision for loan losses
Net interest income after provision for loan losses

Non-interest income:
Fees and service charges
Gain on sale ofsecurities available for sale
Gain on sale of office building
Other

Total non-interest income

Non-interest expenses:
Compensation and employee benefits
Professional fees
Equipment expenses
Net occupancy costs
Advertising
Data processing
Amortization ofcore deposit intangible
Telephone, postage and delivery
Other

Total non-interest expenses

Income before income taxes
Income tax provision
Net income
Preferred dividends declared
Net income available to common stockholders

Basic earnings per share
Diluted earnings per share

Cash dividends declared per common share
See accompanying notes to consolidated financial statements.

25

2006 2005

$12,501 $10,613
941 1,046
])4 152

13,556 11,8])

3,486 2,818
140

1,323 936
4,949 3,754

8,607 8,057
65 225

8,542 7,832

656 525
2

64
149 159
871 684

4,490 3,773
241 287
326 284
552 306
86 178

285 244
51 51

271 276
900 1,012

7,202 6,4)]

2,211 2,105
823 759

1,388 1,346
123 177

$ 1,265 $ 1,169
$ 0.80 $ 0.81
$ 0.72 $ 0.70
$ 0.25 $ 0.23




