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\\\ PVF CArPITAL CORP,

TO OUR SHAREHOLDERS

%eased to report that PVF Capital Corp. achieved record operating
results for the year ended June 30, 2003. Earnings were $8.1 million, or $1.27
basic earnings per share and $1.25 diluted earnings per share. Return on average

assets was 1.15 percent and return on average common equity was 14.60 percent

for the year.

The Company’s consolidated assets increased by $63.8 million, or 9.4 percent,
to $743.4 million, while total stockholders’ equity increased by $6.3 million, or
12.0 percent, to $58.6 million at June 30, 2003. In addition, the loan portfolio
grew by $38.0 million, or 6.6 percent, and deposits increased by $46.7 million,
or 9.7 percent, for the year ended June 30, 2003. During a challenging period
of sharply declining and historically low market interest rates, the Company

was able to improve its interest rate spread from 2.95 percent for the year
ended June 30, 2002 to 3.13 percent for the year ended June 30, 2003.

Due to the efforts of our branch personnel and a strong staff of branch
managers, we were able to close a record total of $646.2 million in mortgage
loans for the year. In addition, the Company sold $453.7 million in fixed-rate
mortgage loans and recorded record net profits of $4.9 million on mortgage
banking activities for the year. As a result of these sales, the Company was able
to increase its mortgage servicing portfolio by $122.4 million to $650.7 million.

In July and August 2002, Park View Federal successfully opened two new full-
service branch offices in Strongsville and Avon, Ohio. Additionally, in the coming
year, Park View Federal is planning to further expand its branch network with the

opening of a new full-service branch office in Streetsboro, Ohio.

The reconfiguration and growth of our branch network has opened new markets
to us in residential, construction, multi-family and commercial real estate lending,
and has also increased our ability to attract consumer deposits. We plan to
continue our efforts to identify new locations for the further expansion of our
branch network.




Our stock repurchase program originally announced in June of 1999, to purchase up to 5 percent
of the Company’s common stock, was expanded in August 2002 to acquire up to an additional

5 percent of the Company’s common stock. This plan was renewed for another 12 months in

July 2003. Pursuant to this plan and our cash dividend policy, the Company repurchased 343,519
shares, or 5.1 percent, of its common stock through June 30, 2003 and paid a $0.296 per share cash
dividend for the year. Continuation of the stock repurchase program and cash dividend policy will
be dependent on the Company’s financial condition, earnings, capital needs, regulatory requirements
and market conditions. In July 2003, the Company declared a 10 percent stock dividend that was
paid in August 2003.

We welcome a new member to our Board of Directors. Ronald D. Holman, 1l is a partner in the
law firm Cavitch, Familo, Durkin & Frutkin in Cleveland, Ohio.

Visit our web site at www.parkviewfederal.com. The site provides information about our products
and services, and provides access to current loan and deposit account rates, terms and other information.

Our goal is to provide a full line of home banking services to our customers.

We would like to thank our shareholders, customers and staff for their continued confidence,

contributions and support in helping us achieve yet another successful year.

We invite all sharcholders to attend our Annual Meeting of Stockholders of PVF Capital Corp. on
Monday, October 20, 2003, at PVF Capital Corp.’s Corporate Center, 30000 Aurora Road, Solon,
Ohio. We look forward to another successful year of service and dedication to the community, its

members, our shareholders and our customers.

Sincerely,

R e

John R. Male
Chairman of the Board
and Chief Executive Officer

C. Keith Swaney
President




@ARK VIEW FEDERAL — A FAMILY TRADITION

This past October 9, 2002 was a tremendously sad day
for Park View Federal. It marked the end of one
employee’s 57 years of dedicated service to the bank.

It was the day Chairman Emeritus James W. Male

passed away.

Jim Male was the original driving force behind our
bank. Born and raised in Cleveland, Ohio, he was a
1943 graduate of Ohio University. In June of 1945, he
left to serve overseas in World War II. He returned
home to Cleveland in October of that same year, having
earned the Bronze Star. A month later, he began work-
ing for Park View Savings and Loan Association, the
company founded in 1920 by his father, Nathan C.
("N.C.") Male.

M&le had been one of a group of local merchants

and businessmen who joined together to form a com-
munity building and loan association at the corner of
East 93rd Street and Kinsman Avenue in Cleveland.
Because the location was near the entrance to Woodland
Hills Park, they chose the name Park View Savings and
Loan Association. The following year, a sale of stock was
completed, and the new institution opened its doors in
1921. The Board of Directors selected
N.C. Male as managing officer.

™ \ Under N.C/’s leadership,
: v the company survived
B ‘ﬁr:“» "{“j,} the Great Depression

PO of the early 1930s,
e remained solvent,
and acquired a fed-
eral charter and
deposit insurance
by 1936. Following
the Depression, Park

B  View Savings experi-
enced a period of
growth and expansion

through World War I1

N.C. Male and the postwar era.

hen Jim Male joined Park View in November 1945,
as a teller and management trainee, the bank had one
office, four employees and approximately $1.5 million
in total assets. After serving as a teller, Mr. Male held a
variety of other positions; in his words, "whatever
became available.” During that time he also attended

classes at night and earned his law degree from

Cleveland Marshall Law School in June of 1951.

In 1950, the company became a federal mutual savings
and loan and changed its name to Park View Federal
Savings and Loan Association of Cleveland, Ohio.

By 1954, Jim Male had risen to the office of Executive
Vice President and acquired the responsibility of operating
the bank. Among his initial accomplishments was the
opening of two new branch offices. In 1960, Jim Male

was elected managing officer.

Over the next 20
years, Park View
Federal continued
to grow and
prosper. During
those years, Jim
Male’s innova-
tive and forward
thinking led to
the addition of

nine branch

offices, including a
new main office, and
the development of
new products and services. Jim Male
Throughout this period, Park View set a precedent for
adopting new technologies, beginning with the intro-
duction of the bank’s first in-house computer system in
1963. This was also the time when Mr. Male fostered
the tradition of personal and community-oriented

service that the bank is known for today.



@ARK VIEW FEDERAL — A FAMILY TRADITION

The 1980s were a pivotal time for savings institutions.
Like other area thrifts, Park View had taken advantage of
new and expanded regulations and had ventured into
new businesses and real estate developments. But dereg-
ulation soon led to the S&L crisis of the [ate 1980s and
forced the closing of many of the area’s thrift institu-
tions. Park View remained open by taking tighter con-
trol, scaling back its business operations, and trimming

its branch offices from a high of 16 to 7 locations.

Throughout the 1990s, Park View returned to "its
roots," honing its niche as a real estate and construction
lender. In 1994, the bank began to systematically
restructure and expand its branch office network, which
was predominantly located on the east side of Cleveland.
Branches were closed, others were moved, and new ones
were opened all to better serve Park View’s customers
and to attract new ones. In 1999, consolidations within
the local banking community presented Park View with

opportunities to begin its expansion to the west side of

Cleveland.

Whether evolving and growing during prosperous times,
or weathering through the tough times to emerge ever
stronger, with Jim Male’s vision, tenacity, devotion and
treless energy, Park View Federal became the successful
company it is today. His goals for Park View were, "to
be the best real estate bank anywhere and to do a good
job for the customers, employees, and shareholders."

Jim Male was always happy to come to work, eager
to see what challenges the day had to offer. He had a
remarkable way with people and thrived on helping
them — whether friends, families, or employees. He

understood that people are a company’s greatest asset.

One of his most notable achievements was taking the
company public on the NASDAQ stock exchange on
December 30, 1992, having raised the $8.5 million
needed to complete the IPO by December 21.

Two years later, on October 31, 1994, after shareholder
approval, Park View Federal Savings Bank reorganized
its corporate structure into PVF Capital Corp., a unitary
savings and loan holding company.

By the year 2000, accelerated growth spurred the need
to consolidate internal operations from two separate
locations to one. For many years, it was Jim Male’s
dream to house all of our administrative, corporate and
executive offices "under one roof." In September 2000,
the bank acquired a four-story, 55,000 square-foot office
building in Solon, Ohio. Following a year of improve-
ments, renovations and updates to the building, Mr.
Male achieved his dream with the opening of our new
Corporate Center, which now serves as headquarters for
management and staff of Park View Federal. The
Corporate Center is also home to a full-service, state-of-
the-art branch. It was his last great accomplishment and
one of which he was most proud. So proud, that he
commissioned a watercolor of the building as it would
appear in winter, and that image was developed into the

company’s holiday greeting card.

Park View Federal

Corporate Center




or the past 83 years, the managing officer of Park
View Federal has always been a member of the Male
family. The current Chief Executive Officer is John R.
Male, grandson of the first managing officer, N.C. Male.
John "Jack" Male had replaced his father, Jim, as
President and Chief Operating Officer in July 1986.
And with Jim Male’s retirement announced in October
2000, Jack was named Chairman
and Chief Executive Officer
of Park View Federal
Savings Bank and
PVF Capital Corp.

Jack Male remains
committed to
carry out his
grandfacher’s,

father’s, and now

- his vision for the
future of the bank.

“At the close of this
June 30, 2003, Park View
Federal had reached assets of
$743.4 million, 15 branches and

198 employees. The restructuring and expansion of our

Jack Male

branch network has positively positioned the bank to
compete effectively within the rapidly changing financial
services industry and has provided a strong foundation
for further growth. Our basic strategy remains to function
as a niche lender, providing customers a wide range of
lending products, collateralized by real estate, that may
not be available to them ac larger banks. We remain
optimistic about the future role of community banks
and will continue our efforts to identify new locations
for the further growth of our branch network. As we
continue to grow, we remain committed to serving the
financial needs of our customers and pledge our continued
efforts to provide the best personal service to our

customers, shareholders, and the communities we serve.

My father considered himself a very lucky man who
had a great life with no regrets about anything.

He would not want to be remembered with sadness.
He touched the lives of everyone at Park View and
he will be remembered as the happy, inspiring man
who envisioned Park View Federal as it is today.
This annual report is dedicated to his memory."

Building on the Foundation of Service

= o] T
R . e A
i Lo i S

The New Streetsboro Branch Office

n the coming year, Park View Federal Savings Bank
will open a full-service branch office in the rapidly
growing city of Streetsboro, Ohio in Portage County.

This new 3,000 square-foot facility on Market Square
Drive, just north of State Route 14, will feature ample,
convenient parking, drive-in banking facilities, an
ATM and a complete array of financial services for the
community. The office will be Park View’s first office
in the expanding Portage County market and will
bring the total of the bank’s full-service branch office

locations to sixteen.

Park View Federal prides itself on providing its
customers superior service, flexible lending programs,
and a full range of deposit accounts and services.
Each of our branch managers is actively involved in

the communities served.



(%;:CFED CoNsOLIDATED FINANCIAL AND OTHER DATA

Financial Condition Data.

At June 30,
2003 2002 2001 2000 1999
(dollars in thousands)
TOCAL ASSELS wvveveeeerreeeireereeeceriiieeeeiteeeesbeveseeeentraeeesenreasaas $743,404 $679,620 $736,525 $612,986 $449,201
Loans receivable held for investment, net................... 579,671 563,550 573,643 513,670 395,551
Loans receivable held for sale, net......c.cccvevvvevcvviencnnanne 33,604 11,680 6,152 10,738 1,772
Mortgage-backed securities held for investment, net.. 2,965 7,297 18,124 1,215 2,951
Cash equivalents and securities .........c..correeverveiinininns 96,784 69,435 115,607 70,931 35,423
DEPOSILS vvrevercviicnis et bbb 526,429 479,672 480,532 440,982 331,242
FHLB advances and notes payable........ccooeinincinnnnn. 125,938 129,028 190,567 114,974 66,041
Stockholders’ equity ..o, 58,603 52,299 48,006 42,900 38,856
Number of:
Real estate loans outstanding ..........cccoovvveiinieciininnnes 4,778 4,484 4,431 4,160 3,527
Savings aCCOUNTS ...ciiviieiiiiiieiiiiieiir s 32,081 30,223 30,567 28,915 24,346
OFFICES weveieeeeee et reeee e et e et e s s e s e e e etra e e e e tae e e eanes 15 13 12 11 10
Operating Data:
Year Ended June 30,
2003 2002 2001 2000 1999

(dollars in thousands except for earnings per share)
TOEEIEST INCOMIE oo eeeeeeeeeeeeeeeereeeeseeesisesseneessneesneens $ 43,482 $ 48,814 $ 53,962 $ 42,026 $ 35,347
INEETESt EXPENSE w.vrvuririiriireriiiereitetiriererr e eienis 20,646 27,060 34,118 23,972 19.863
Net interest income

before provision for loan losses .......ccveeiiiiniiniiiininnn. 22,836 21,754 19,844 18,054 15,484
Provision for 10an LosSes .o.veviviiiiiiiiiieee s e e 0 558 225 850 0
Net interest income

after provision for loan losses........ccoovveeniiiineininnnn. 22,836 21,196 19,619 17,204 15,484
NON-INETELESE INCOMIE wrvrvvririiieierieeeerereeerrerrerrererrreresrereen 5,893 3,751 2,600 2,681 5,435
NoOn-INterest EXPense ....oovivvirivirivisienmniissssnsssiaesearsnans 16,509 14,139 12,218 10,410 9.649
Income before federal income taxes......ccoeerverervcvvrernannes 12,220 10,808 10,001 9,475 11,270
Federal IncCOMmMe taxes ...oovvvivvviiivviiiieeeieeeessieeesivee s nneeans 4,124 3,635 3,365 3,365 3,163
INET ITICOIMIE venevveeeeeeeeeeeeereeeeeeeereeesreeeeeaaseessseessrrerensaeees $ 809 $ 7,173 $ 6,636 $ 6,312 $ 7,719
Basic earnings per share .o $ 127 ¢ 112 $ 105 $ 099 $ 120
Diluted earnings per share @ ... $ 125 $ 109 § 102 $ 09 $ 1.15
) Adjusted for stock dividends.

—A\ PVF CAPITAL CORP
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Other Data:

At or For the Year Ended June 30,

2003 2002 2001 2000 1999

Return on average assets ........cccoviveiieiinniininninnnn 1.15% 1.03% 1.00% 1.21% 1.77%
Return on average equity.....ccccveiiveriiecinicnniccnnn, 14.60% 14.19% 14.62% 15.45% 22.21%
Interest rate spread ......c.cceveeiivvenieninieccierneenne 3.13% 2.95% 2.75% 3.21% 3.26%
Net Interest Margin ..oocooveeiivevciiinenesieenis e 3.37% 3.26% 3.09% 3.59% 3.68%
Average interest-earning assets to

average interest-bearing liabilities ..., 108.10% 107.64% 106.45% 107.98% 108.92%
Non-accruing loans (> 90 days) and

repossessed assets t0 total aSSers ......ocvveirieciriniennan 1.06% 1.23% 0.91% 0.87% 0.85%
Stockholders’ equity to total assets.......coeiviveinuennee 7.88% 7.70% 6.52% 7.00% 8.65%
Ratio of average equity to

AVETAZE ASSELS .vveuirreeiviniiseesiseniistn s s s sbe e 7.86% 7.24% 6.79% 7.80% 7.95%
Dividend payout ratio .......cccccevccevriniiinciniieneenns 20.44%  21.42%  20.78% 21.77% 0.00%
Bank Regularory Capital Ratios:
Ratio of tangible capital to

adjusted total assers.......coveiviieiiiinie 7.73% 7.88% 6.46% 6.68% 7.99%
Ratio of core capital to

adjusted total assets......cccoiiiiniiininincii 7.73% 7.88% 6.46% 6.68% 7.99%
Ratio of Tier-1 risk-based capital to

risk-weighted assets ... 10.74%  10.84% 9.56% 9.24%  10.43%
Ratio of risk-based capital to

risk-weighted assets ........cooviiiniiiiiii 11.43% 11.63% 10.26%  10.00% 11.17%

N\ PVF CAPITAL CORP
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AGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF (OPERATIONS

General

PVF Capital Corp. (“PVF” or the “Company”) is the
holding company for Park View Federal Savings Bank
(“Park View Federal” or the “Bank”), its principal and
wholly-owned subsidiary, and a federally chartered
savings bank headquartered in Solon, Ohio. Park View
Federal has 15 offices located in Cleveland and
surrounding communities, including recently opened
branches in Strongsville and Avon, Ohio. An office in
Streetsboro, Ohio will open later this year. The Bank’s
principal business consists of attracting deposits from
the general public through its branch offices and
investing these funds in loans secured by first mortgages
on real estate located in its market area, which consists
of Cuyahoga, Lake, Geauga, Portage, Summit, Stark,
Medina, and Lorain Counties in Ohio. The Bank has
concentrated its activities on serving the borrowing
needs of local homeowners and builders in its market
area by originating both fixed-rate and adjustable-rate
single-family mortgage loans, as well as construction
loans, commercial real estate loans, and multi-family
residential real estate loans. In addition, to a lesser extent,
the Bank originates loans secured by second mortgages,
including equity line of credit loans secured by real
estate, and non real estate loans. Lending activities are
influenced by the demand for and supply of housing,
competition among lenders, the level of interest rates,
and the availability of funds. Deposit flows and cost of
funds are influenced by prevailing market rates of
interest, primarily on competing investments, account
matcurities, and the level of personal income and savings
in the market area.

Forward-Looking Statements

When used in this Annual Report, the words or phrases
“will likely result,” “are expected to,” “will continue,”
“is anticipated,” “estimate,” “project,” or similar
expressions are intended to identify “forward-looking
statements” within the meaning of the Private Securities
Litigation Reform Act of 1995. Such statements are subject
to certain risks and uncertainties including changes in
economic conditions in the Company’s market area,
changes in policies by regulatory agencies, fluctuations in
interest rates, demand for loans in the Company’s market
area, and competition that could cause actual results to
differ materially from historical earnings and those
presently anticipated or projected. The Company wishes

3

to caution readers not to place undue reliance on any
such forward-looking statements, which speak only as
of the date made. The Company wishes to advise readers
that the factors listed above could affect the Company’s
financial performance and could cause the Company’s
actual results for future periods to differ materially from
any opinions or statements expressed with respect to
future periods in any current statements.

The Company does not undertake, and specifically
disclaims any obligation, to publicly release the result of
any revisions which may be made to any forward-looking
statements to reflect events or circumstances after the
date of such statements or to reflect the occurrence of
anticipated or unanticipated events.

Overview of Financial Condition

at June 30, 2003, 2002, and 2001

PVF had total assets of $743.4 million, $679.6 million,
and $736.5 million at June 30, 2003, 2002, and 2001,
respectively. The primary source of the Bank’s total assets
has been its loan portfolio. Net loans receivable and
mortgage-backed securities totaled $616.2 million,
$582.5 million, and $597.9 million at June 30, 2003,
2002, and 2001, respectively. The increase of $33.7
million in net loans and mortgage-backed securities at
June 30, 2003 resulted from an increase in loans
receivable of $38.0 million offset by the repayment of
mortgage-backed securities of $4.3 million. The increase
in loans receivable resulted from increases of $7.0 million
in one-to-four family residential loans, $14.4 million
in commercial real estate loans, $14.5 million in home
equity line of credit loans, $11.2 million in commercial
equity line of credit loans, $2.8 million in land loans,
and $3.3 million in non real estate loans. These increases
were offset by decreases of $12.7 million in construction
loans and $2.5 million in multi-family loans. Securities
totaled $0.03 million, $55.1 million, and $50.2
million, and cash and cash equivalents totaled $96.8
million, $14.3 million, and $65.4 million at June 30,
2003, 2002, and 2001, respectively.

The securities portfolio has been and will continue to
be used primarily to meet the liquidity requirements of
the Bank in its deposit taking and lending activities.

PVF CaPItaL CORP
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The Bank has adopted a policy that permits investment
only in U.S. government and agency securities or
Triple-A-rated securities. The Bank invests primarily in
securities having a final maturity of five years or less,
federal funds sold, and deposits at the Federal Home
Loan Bank (“FHLB”) of Cincinnati. The entire portfolio
matures within five years or less, and the Bank has no
plans to change the short-term nature of its securities
portfolio.

The Bank’s deposits totaled $526.4 million, $479.7
million, and $480.5 million at June 30, 2003, 2002,
and 2001, respectively. Advances from the FHLB
amounted to $120.1 million, $120.7 million, and
$185.9 million at June 30, 2003, 2002, and 2001,
respectively. Management’s decision to repay FHLB
advances and to compete with market savings rates
resulted in a decrease in FHLB advances of $0.6 million

and an increase in savings deposits of $46.7 million for
the year ended June 30, 2003.

Funds from the decrease of $55.1 million in securities,
increases of $46.7 million in deposits, an increase of
$13.3 million in accrued expenses and other liabilities,
and the increase in stockholders’ equity of $6.3 million
were used to fund the increase of $33.7 million in net
loans and mortgage-backed securities, the increase of
$82.4 million in cash and cash-equivalents, the
repayments of $2.5 million in notes payable, and $0.6
million in FHLB advances.

Capital

PVF’s stockholders’ equity totaled $58.6 million, $52.3
million, and $48.0 million at the years ended June 30,
2003, 2002, and 2001, respectively. The increases were
the result of the retention of net earnings less cash
dividends paid and purchased treasury stock.

The Bank’s primary regulator, The Office of Thrift
Supervision (“OTS”) has implemented a statutory
framework for capital requirements which establishes
five categories of capital strength ranging from
“well capitalized” to “critically undercapitalized.” An
institution’s category depends upon its capital level in
relation to relevant capital measures, including two risk-
based capital measures, a tangible capital measure, and a
core/leverage capital measure. At June 30, 2003, the
Bank was in compliance with all of the current applicable
regulatory capital measurements to meet the definition

3

of a well-capitalized institution, as demonstrated in the
following table:
Patk View Requirement for
Federal  Percentof Well-Capitalized

(dollars in thousands) Capital  Assers® Institution
GAAP capital $57,656  7.75% N/A

. Tangible capital $57,548  7.73% NA
Core capiral $57,548  7.73% 5.00% |
Tier-1 risk-based capital ~ $57,548 10.74% 6.00%
Risk-based capital $61,196 11.43%  10.00%

J
|

| O Tangible and core capital levels are shown as a percentage of roral
: adjusted assets; risk-based capital levels are shown as 2 percentage of risk- |
| weighted assets. ‘

Commeon Stock and Dividends

The Company’s common stock trades under the symbol
“PVFC” on the Nasdaq Small-Cap Market. A 10 percent
stock dividend was issued in September 1999, September
2000, August 2001, August 2002, and August 2003.
As adjusted to reflect all stock dividends and purchases
of treasury stock, the Company had 6,374,489 shares
of common stock outstanding and approximately 247
holders of record of the common stock at September 9,
2003. OTS regulations applicable to all Federal Savings
Banks such as Park View Federal limit the dividends
that may be paid by the Bank to PVE Any dividends
paid may not reduce the Bank’s capital below minimum
regulatory requirements.

In June 1999, the Company announced a stock
repurchase program to acquire up to 5 percent of the
Company’s common stock and a quarterly cash dividend
policy. In August 2002, the Company announced that
it had implemented a new stock repurchase program to
acquire up to an additional 5 percent of the Company’s
common stock. The stock repurchase program is
dependent on market conditions with no guarantee as
to the exact number of shares to be repurchased. At
June 30, 2003, as adjusted to reflect all stock dividends,
the Company had acquired a total of 343,519 shares,
or 5.1 percent of the Company’s common stock. The
cash dividend policy remains dependent upon the
Company’s financial condition, earnings, capital needs,
regulatory requiremencs, and economic conditions. A
quarterly cash dividend of $0.072 per share, $0.074
per share, and $0.074 per share was paid on the
Company’s outstanding common stock in fiscal 2001,
2002, and 2003, respectively.

PVFE CaPITAL CORP
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The following table sets forth certain information as to
the range of the high and low bid prices for the Company’s
common stock for the calendar quarters indicated.

Fiscal 2003 Fiscal 2002
High Bid Low Bid  High Bid Low Bid
Fourth Quarter $13.41 $11.82 $10.95 $8.93
‘Third Quarter 13.01 1091 9.23 8.26
Second Quarter 11.79 9.18 930 7.68
. First Quarter 9.93 627 1157  7.68.

VY Quatations reflect inter-dealer prices without retail mark-up, mark-down,
+ or comrmission, and may not represent actual transactions. Bid prices |

» have been adjusted to reflect the previously described stock dividends.

g S O |

Liquidity and Capital Resources

The Company’s liquidity measures its ability to fund
loans and meet withdrawals of deposits and other cash
outflows in a cost-effective manner. The Company’s
primary sources of funds for operations are deposits
from its primary market area, principal and interest
payments on loans and mortgage-backed securities, sales
of loans and mortgage-backed securities, proceeds from
maturing securities, and advances from the FHLB of
Cincinnati. While loan and mortgage-backed securities
payments and maturing securities are relatively stable
sources of funds, deposit flows and loan prepayments are
greatly influenced by prevailing interest rates, economic
conditions, and competition. FHLB advances may be used
on a short-term basis to compensate for deposit outflows
or on a long-term basis to support expanded lending and
investment activities.

The Bank uses its capital resources principally to meet its
ongoing commitment to fund maturing certificates of
deposit and deposit withdrawals, repay borrowings, fund
existing and continuing loan commitments, maintain
its liquidity, and meet operating expenses. At June 30,
2003, the Bank had commitments to originate loans

totaling $79.5 million and had $59.8 million of
undisbursed loans in process. Scheduled maturities of
certificates of deposit during the 12 months following
June 30, 2003 totaled $249.3 million. Management
believes that a significant portion of the amounts maturing
during fiscal 2004 will be reinvested with the Bank
because they are retail deposits, however, no assurances
can be made that this will occur.

Park View Federal maintains liquid assets sufficient to meet
operational needs. The Bank’s most liquid assets are cash
and cash equivalents, which are short-term, highly-liquid
investments with original maturities equal to or less than
three months that are readily convertible to known
amounts of cash. The levels of such assets are dependent
upon the Bank’s operating, financing, and investment
activities at any given time. Management believes that the
liquidity levels maintained are more than adequate to
meet potential deposit outflows, repay maturing FHLB
advances, fund new loan demand, and cover normal
operations.

Market Risk Management

Market risk is the risk of loss arising from adverse changes
in the fair value of financial instruments due to changes in
interest rates, exchange rates, and equity prices. The Bank’s
market risk is composed of interest rate risk.

Asset/Liability Management: The Bank’s asset and liability
committee (“ALCQO”), which includes senior management
representatives, monitors and considers methods of
managing the rate sensitivity and repricing characteristics
of the balance sheet components consistent with
maintaining acceptable levels of changes in net portfolio
value (“NPV”) and net interest income. Park View
Federal’s asset and liability management program is
designed to minimize the impact of sudden and
sustained changes in interest rates on NPV and net
interest income.

Profile of Interest Sensitive Assets

12.4% QOvernight Fed funds

1.6% Non real estate loans

38.3% Adjustable-rate other mortgage loans

2.0% Fixed-rate other morigage loans

38.0% Adjustable-rate single-family mortgage loans

7.3% Fixed-rate single-family mortgage loans

0.4% Adjustable-rate mortgage-backed securities

N\ PVFE CaPITAL CORP

10

Loel ,%””a‘/ %7@»’17(_’




Profile of Interest Sensitive Liabilities

18.8% FHLB Advances over 13 months

1.3% Other borrowings 60 months or less

10.4% Transaction accounts

6.7% Passbook accounts

3.7% CDs over 36 months

38.9% CDs 12 months or less

2.1% CDs 25 to 36 months

18.1% CDs 13 to 24 months

The Bank’s exposure to interest rate risk is reviewed on
a quarterly basis by the Board of Directors and the
ALCO. Exposure to interest rate risk is measured with
the use of interest rate sensitivity analysis to determine
the Bank’s change in NPV in the event of hypothetical
changes in interest rates, while interest rate sensitivity
gap analysis is used to determine the repricing
characteristics of the Bank’s assets and liabilities. If
estimated changes to NPV and net interest income are
not within the limits established by the Board, the Board
may direct management to adjust its asset and liability
mix to bring interest rate risk within Board-approved
limits.

In order to reduce the exposure to interest rate
fluctuations, the Bank has developed strategies to
manage its liquidity, shorten its effective maturity, and
increase the interest rate sensitivity of its asset base.
Management has sought to decrease the average maturity
of its assets by emphasizing the origination of adjustable-
rate residential mortgage loans and adjustable-rate
mortgage loans for the acquisition, development, and
construction of residential and commercial real estate,
all of which are retained by the Bank for its portfolio. In
addition, all long-term, fixed-rate mortgages are
underwritten according to guidelines of the Federal
Home Loan Mortgage Corporation (“FHLMC”) and the
Federal National Mortgage Association (“FNMA”) and

are either swapped with the FHLMC and the FNMA
in exchange for mortgage-backed securities secured by
such loans, which are then sold in the market or sold
directly for cash in the secondary market.

Interest rate sensitivity analysis is used to measure the
Bank’s interest rate risk by computing estimated changes
in NPV of its cash flows from assets, liabilities, and off-
balance sheet items in the event of a range of assumed
changes in market interest rates. NPV represents the
market value of portfolio equity and is equal to the
market value of assets minus the market value of
liabilities, with adjustments made for off-balance sheet
items. This analysis assesses the risk of loss in market
risk sensitive instruments in the event of an immediate
and sustained 1 and 2 percent increase or decrease in
market interest rates. The Bank’s Board of Directors has
adopted an interest rate risk policy which establishes
maximum decreases in the NPV ratio (ratio of market
value of portfolio equity to the market value of portfolio
assets) of 0.5 and 1.0 percent in the event of an
immediate and sustained 1 and 2 percent increase or
decrease in market interest rates. The following table
presents the Bank’s projected change in NPV for the
various rate shock levels at June 30, 2003 and 2002. All
market risk sensitive instruments presented in this table
are held to maturity or available for sale. The Bank has
no trading securities.

{dollars in thousands) June 30, 2003 June 30, 2002
Change in Market Value of Dollar NPV Market Value of Dollar NPV
Interest Rates Portfolio Equity =~ Change  Rario Portfolio Equity ~ Change Ratio
+2% $ 71,763 $ 6,455 9.37% $ 74,641 $ 678 10.67%
+1% 68,847 3,539 8.95 75,347 1,384  10.71
0 65,308 8.46 73,963 10.46
! -1% 59,358 (5,950) 7.66 70,065 (3,897) 9.88
3‘ -2% N/A N/A N/A N/A N/A N/A
N\ PVF CapITAL CORP
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The table illustrates that for June 30, 2002 and June
30, 2003, in the event of an immediate and sustained
increase in prevailing market interest rates, the Bank’s
NPV ratio would be expected to increase, while in the
event of an immediate and sustained decrease in
prevailing market rates, the Bank’s NPV ratio would be
expected to decrease. The Bank carefully monitors the
maturity and repricing of its interest-earning assets and
interest-bearing liabilities to minimize the effect of
changing interest rates on its NPV. At June 30, 2003,
the Bank’s estimated changes in NPV ratio were within
the targets established by the Board of Directors in the
event of an immediate and sustained increase in
prevailing market interest rates, but exceeded Board-
approved target levels in a decreasing interest rate
environment. The Bank’s interest rate risk (“IRR”)
position currently exceeds Board-approved target levels
in a decreasing interest rate environment because of
the maturity and repricing characteristics of assets and
liabilities. The balance sheet is primarily comprised of
interest-earning assets having a maturity and repricing
period of from one month to five years. These assets
were funded utilizing interest-bearing liabilities having
a final maturity of two years or less and advances
convertible at the option of the FHLB of Cincinnati.
Management will carefully monitor its IRR position and
will make the necessary adjustments to its asset and
liability mix to bring the Bank’s NPV ratio to within
target levels established by the Board of Directors.

NPV is calculated by the OTS using information
provided by the Bank. The calculation is based on the
net present value of discounted cash flows utilizing
market prepayment assumptions and market rates of
interest provided by Bloomberg quotations and surveys
performed during the quarters ended June 30, 2003
and 2002, with adjustments made to reflect the shift in
the Treasury yield curve between the survey date and
the quarter-end date.

Computation of prospective effects of hypothetical
interest rate changes are based on numerous assumptions,
including relative levels of market interest rates, loan
prepayments, and deposit decay, and should not be
relied upon as indicative of actual results. Further, the
computations do not contemplate any actions the Bank
may undertake in response to changes in interest rates.

Certain shortcomings are inherent in the method of
analysis presented in the computation of NPV. Actual

values may differ from those projections set forth in the
table, should marker conditions vary from assumptions
used in the preparation of the table. Certain assets such as
adjustable-rate loans, which represent the Bank’s primary
loan product, have features which restrict changes in
interest rates on a short-term basis and over the life of the
asset. In addition, the proportion of adjustable-rate loans
in the Bank’s portfolio could decrease in future periods if
market interest rates remain at or decrease below current
levels due to refinance activity. Further, in the event of a
change in interest rates, prepayment and early withdrawal
levels would likely deviate significantly from those assumed
in the table. Finally, the ability of many borrowers to repay
their adjustable-rate debt may decrease in the event of an
interest rate increase.

The Bank uses interest rate sensitivity gap analysis to
monitor the relationship between the maturity and
repricing of its interest-earning assets and interest-bearing
liabilities, while maintaining an acceptable interest rate
spread. Interest rate sensitivity gap is defined as the
difference between the amount of interest-earning assets
maturing or repricing within a specific time period and
the amount of interest-bearing liabilities maturing or
repricing within that time period. A gap is considered
positive when the amount of interest-rate-sensitive assets
exceeds the amount of interest-rate-sensitive liabilities,
and is considered negative when the amount of interest-
rate-sensitive liabilities exceeds the amount of interest-rate-
sensitive assets. Generally, during a period of rising interest
rates, a negative gap would adversely affect net interest
income, while a positive gap would result in an increase in
net interest income. Conversely, during a period of falling
interest rates, a negative gap would result in an increase in
net interest income, while a positive gap would negatively
affect net interest income. Management’s goal is to
maintain a reasonable balance between exposure to interest
rate fluctuations and earnings.

The following table summarizes the Bank’s interest
rate sensitivity gap analysis at June 30, 2003. The table
indicates that the Bank’s one year and under ratio of
cumulative gap to total assets is a positive 29.7 percent,
one-to-three year ratio of cumulative gap to total assets
is a positive 17.1 percent, and three-to-five year ratio of
cumulative gap to total assets is a positive 23.4 percent.
The positive gap position of the Bank is consistent with
the change in the Bank’s NPV ratio to an immediate
and sustained 1 and 2 percent increase and a 1 percent
decrease in markert interest rates.

N PVFE CapPITAL CORP
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Within 1-3 3-5 >5

{dollars in thousands) 1 Year Years Years Years Total

Total interest-rate-SENSITIVE aSSETS vuvvvvivvriiirerrerisrssrssrcreeneens $456,053 $110,204 §$ 91,399 $ 45,613 $703,269
iTotal interest-rate-sensitive Labilities ...rvomeerrrrsssocrrrssecn 254,216 195,742 48,898 141,919 640,775
éPeriodic GAP oo ereeeesese s se e sereeesesesness e 201,837 (85538 42,501 (96,306 62,494
e 7 201,837 116299 158,800 52,494 |
Ratio of cumulative GAP 10 0tal SSeS oerrvrsercrrcrrvscr 171%  23.4%  9.2%

L PO S

29.7%

/@?MMITMENTS, CONTINGENCIES AND OFF-BALANCE SHEET Risk

The Company is a party to financial instruments with
off-balance sheet risk including commitments to
originate new loans, commitments to extend credit
under existing lines of credit and commitments to sell
loans. These instruments involve, to varying degrees,
elements of credit and interest rate risk in excess of the
amount recognized in the consolidated balance sheet.

Off-balance sheet financial instruments whose contract
amounts represent credit and interest rate risk are
summarized as follows:

June 30,
{dollars in thousands) 2003 2002
Commirments to originate:
~ Mortgage loans held for sale $66,782 $30,247
‘ Mortgage loans held for investment 12,669 14,173
Unfunded home equity and
commercial real estate lines of credit 68,445 53,882
Commitments to sell loans held forsale 89,630 25,733
; Standby letters of credit 1,417 519

Commitments to originate new loans or to extend credit
are agreements to lend to a customer as long as there is
no violation of any condition established in the contract.
Loan commitments generally expire within 30 to 60
days. Most home equity line of credit commitments are
for a term of five years, and commercial real estate lines

3

of credit are generally renewable every two years.
Commitments generally have fixed expiration dates or
other termination clauses and may require payment of a
fee. Since many of the commitments are expected to
expire without being drawn upon, the total commitment
amounts do not necessarily represent future cash
requirements. The Company evaluates each customer’s
creditworthiness on a case-by-case basis. The amount of
collateral obtained, if deemed necessary by the Company
upon extension of credit, is based on management’s
credit evaluation of the borrower.

Commitments to sell loans held for sale are agreements
to sell loans to a third party at an agreed-upon price.
At June 30, 2003, the agreed-upon price of these
commitments exceeded the book value of loans to be
sold. The fair value of commitments to originate
mortgage loans held for sale and commitments to sell
loans held for sale at June 30, 2003 was not considered
material.

The following table presents as of June 30, 2003,
PVF Capital Corp.’s significant fixed and determinable
contractual obligations by payment date. The payment
amounts represent those amounts contractually due to
the recipient and do not include any unamortized
premiums or discounts or other similar carrying value
adjustments. Further discussion of the nature of each
obligation is included in the referenced note to the
consolidated financial statements.

PVF CariTAL CORP
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Contractual Obligations:

Note Within 1-3 3-5 >5
(dollars in thousands) Reference 1 Year Years Years Years Toral
Deposits without a stated maturity.....coovuenines 7 $124,263 - - ~ $124,263
Certificates of dePOSIT cvvvvrvveresericrorrrrererrrreree 7 249,316 129,493 23,357 - 402,166
Advances from the FHLB of Cincinnati ........ 8 42 81 20,000 100,000 120,123
NOTEs Payable uuummmrrirrrreveseessscressssnannssesnnn 9 79 2,678 3,058 - 5,815
Operating 1€ases ..o 11 581 839 714 702 2,836

%SULTS OF (OPERATIONS

General

PVF Capital Corp.’s net income for the year ended
June 30, 2003 was $8.1 million, or $1.27 basic earnings
per share and $1.25 diluted earnings per share as
compared to $7.2 million, or $1.12 basic earnings per
share and $1.09 diluted earnings per share for fiscal
2002, and $6.6 million, or $1.05 basic earnings per
share and $1.02 diluted earnings per share for fiscal
2001. All per share amounts have been adjusted for stock
dividends.

Net income for the current year increased by $0.9
million from the prior fiscal year and was $1.5 million
greater than net income for fiscal 2001.

Net Interest Income

Net interest income amounted to $22.8 million for the
year ended June 30, 2003, as compared to $21.8 million
and $19.8 million for the years ended June 30, 2002
and 2001, respectively. Changes in the level of net
interest income reflect changes in interest rates and
changes in volume of interest-earning assets and interest-
bearing liabilities. Tables 1 and 2 provide information
as to changes in the Bank’s net interest income.

Table 1 sets forth certain information relating to the
Bank’s average interest-earning assets (loans and
securities) and interest-bearing liabilities (deposits and
borrowings) and reflects the average yield on assets and
average cost of liabilities for the periods and at the dates
indicated. Such yields and costs are derived by dividing

3

interest income or interest expense by the average daily
balance of assets or liabilities, respectively, for the periods
presented. During the periods indicated, non-accrual
loans are included in the net loan category.

Table 1 also presents information for the periods
indicated with respect to the difference between the
weighted-average yield earned on interest-earning assets
and weighted-average rate paid on interest-bearing
liabilities, or “interest rate spread,” which savings
institutions have traditionally used as an indicator of
profitability. Another indicator of an institution’s net
interest income is its “net interest margin’ or “net yield
on interest-earning assets,” which is its net interest
income divided by the average balance of net interest-
earning assets. Net interest income is affected by the
interest rate spread and by the relative amounts of
interest-earning assets and interest-bearing liabilities.

Table 2 illustrates the extent to which changes in interest
rates and shifts in the volume of interest-related assets
and liabilities have affected the Bank’s interest income
and expense during the years indicated. The table shows
the changes by major component, distinguishing
between changes relating to volume (changes in average
volume multiplied by average old rate) and changes
telating to rate (changes in average rate multiplied by
average old volume). Changes not solely attributable to
volume or rate have been allocated in proportion to the
changes due to volume and rate.

PVF CaPITAL CORE
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Table 1

Average Balances, Interest, and Average Yields and Rates

For the Year Ended June 30,

2003 2002 2001
Average Yield/ Average Yield/ Average Yield/
(dollars in thousands) Balance Interest Cost Balance Interest Cost Balance Interest Cost
Interest-earning assets:
Loans coviiiiiieciee e $601,122 $ 40,690 6.77%  $581,812 $ 44,323 7.62%  $551,424 $ 48,101 8.72%
Mortgage-backed securities 4,705 285 6.06 11,662 719 6.17 16,059 1,189 7.40
Securities and other interest-earning assets ....... 70,861 2,507 3.54 73,588 3772 5.13 74,046 4,672 6.31
Total interest-earning assets ........ooevevevivrnnens 676,688 _43.482 (.43 667,062 48814 7.32 641,529 _53.962 8.41
Non-interest-earning assets wovevvieervisinnsnnnns 27.709 30,112 26,786
Total aSSELS cuvevereerreririineriviererreirsreererseessenns $704,397 $697,174 $668,315
Interest-bearing liabilities:
DEPOSILS covevverrrieererererereerese e e sessseseies $496,910 $ 15,170 3.05 $471,320 $ 20,995 4.45 $480,692 $ 27,080 5.63
FHLB advances ........c.cccevevvevivennnnvinneimnnnnnnnnn 122,034 5,205 4.27 142,820 5,824 4.08 117,624 6,682 5.68
Notes payable ......ooovrvicniiiccnin, 7,060 271 3.84 5,600 241 4.30 4,331 356 8.22
Total interest-bearing liabilities ..........ocovu... 626,004 _20.646 3.30 619,740 _27.060 4.37 602,647 _34,118 5.66
Non-interest-bearing liabilities ...cco.oooiviiiianns 23.031 26,947 20.267
Total liabilities .c.ovvvevrviricinierriiereenn, 649,035 646,687 622,914
Stockholders’ equity ......coccvicrmiieniccniniiinn, 55362 50,487 45,401
Total liabilities and stockholders’ equity ...... $704,397 $697,174 $668,315
Net INTEIEST INCOMIE v.eeveviriirreirieiteeeeesserssessssesssses $ 22,836 $ 21,754 $ 19,844
Interest rate spread ..o, 3.13% 2.95% 2.75%
Ner yield on interest-earning assets ........oovevnnee 3.37% éG% 3.09%
Ratio of average interest-carning assets o
to average interest-bearing liabilities ................. 108.10% 107.64% 106.45%

As is evidenced by these tables, interest rate changes
had a positive effect on the Bank’s net interest income
for the years ended June 30, 2003 and June 30, 2002.
Due to the repricing characteristics of the Bank’s loan
portfolio and short-term nature of its deposit portfolio,
along with declining interest rates during much of the
year ended June 30, 2003 and June 30, 2002, the Bank
experienced an increase of 18 basis points in its interest
rate spread to 3.13 percent for fiscal 2003 from 2.95
percent for fiscal 2002, and during fiscal 2002 its
interest rate spread increased 20 basis points from 2.75
percent for fiscal 2001. These changes in interest rate
spread contributed to an increase in net interest income
for the year ended June 30, 2003 of $0.5 million, and
an increase in net interest income for the year ended
June 30, 2002 of $0.5 million due to interest rate
changes.

3

Net interest income was favorably affected by volume
changes during the years ended June 30, 2003 and 2002.
Accordingly, net interest income grew by $0.6 million
and $1.4 million due to volume changes for the years
ended June 30, 2003 and 2002, respectively.

The rate/volume analysis illustrates the effect that volatile
interest rate environments can have on a financial
institution. A flattening yield curve will typically have
a negative effect on net interest income, while a
steepening yield curve will typically have a positive
effect on net interest income.

PVFE CaritaL Corp
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Table 2 Year Ended June 30,
2003 VS, 2002 2002 vs. 2001
Increase (Decrease) Increase (Decrease)
Due to Due to
(dollars in thousands) Volume Rate Total Volume Rate Total
Interest income:
LOANS cniiieecicr e et $1,471 $(5,103) $(3,632) $£2,315 $(6,093) $(3,778)
Mortgage-backed securities .....ccoorniiniiiinininn, (429) (5) (434) 271) (199) (470)
Securities and other interest-earning assets ....... 97y _(1,169) _(1.266) (23) (877) {900)
Total interest-earning assets ........c.eooccevevrecnnae 945  _(6.277) _(5.332) 2,021 _(7.169) (5.148)
Interest expense:
DEPOSILS ecvvniiiereiieniieiererin e 1,140  (6,965) (5,825) 417)  (5,667)  (6,084)
FHLB advances .....cocoovvvvviireenneiiinniinne e (848) (228) (620) 1,028 (1,886) (858)
Notes payable ..o, 63 (32) 31 54 (170) (116)
Total interest-bearing liabilities .......cccovvenn.e. 355 _(6.769) _(6,414) 665 _(7,723) (7.058)
Net Interest iNCOME .vvrerriiiireireerreereereerreeieereereens $ 3590 $ 492 $1,082 $1356 $ 554 $1,910

Provision for Loan Losses

The Bank carefully monitors its loan portfolio and
establishes levels of general and specific reserves for loan
losses. Provisions for loan losses are charged to earnings
to bring the total allowances for loan losses to a level
considered adequate by management to provide for
probable loan losses inherent in the loan portfolio as of
each balance sheet date, based on prior loss experience,
volume and type of lending conducted by the Bank,
industry standards, and past due loans in the Bank’s
loan portfolio. The Bank’s policies require the review of
assets on a regular basis, and the Bank appropriately
classifies loans as well as other assets if warranted. The
Bank establishes specific provisions for loan losses when
a loan is deemed to be uncollectible in an amount equal
to the net book value of the loan or to any portion of
the loan deemed uncollectible. A loan that is classified
as either substandard or doubtful is assigned an allowance
based upon the specific circumstances on a loan-by-loan
basis after consideration of the underlying collateral and
other pertinent economic and market conditions. In
addition, the Bank maintains general allowances based
upon the establishment of a risk category for each type
of loan in the Bank’s portfolio.

The Bank uses a systematic approach in determining
the adequacy of its loan loss allowance and the necessary
provision for loan losses, whereby the loan portfolio is
reviewed generally and delinquent loan accounts are

3

analyzed individually, on a monthly basis. Consideration
is given primarily to the types of loans in the portfolio
and the overall risk inherent in the portfolio as well as,
with respect to individual loans, account status, payment
history, ability to repay and probability of repayment,
and loan-to-value percentages. After reviewing current
economic conditions, changes in delinquency status, and
actual loan losses incurred by the Bank, management
establishes an appropriate reserve percentage applicable
to each category of loans, and a provision for loan losses
is recorded when necessary to bring the allowance to a
level consistent with this analysis. During the year ended
June 30, 2002, management conducted a review of the
established reserve percentages used in calculating the
required loan loss allowance. This review was conducted
using the most currently available national and regional
aggregate thrift industry data on charge-offs along with
an analysis of historical losses experienced by the Bank
according to type of loan. As a result of this analysis,
management made moderate adjustments to the required
reserve percentages on various loan categories to more
accurately reflect probable losses. Management believes
it uses the best information available to make a
determination with respect to the allowance for loan
losses, recognizing that future adjustments may be
necessary depending upon a change in economic
conditions.

PVF CAPITAL CORP
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During 2003, the Bank experienced growth in the loan
portfolio of $38.0 million, or 6.6 percent, while
substantially maintaining the composition of the loan
portfolio. In addition, the level of impaired loans
decreased from $13.0 million to $12.8 million, while
the specific allowance related to impaired loans increased
from $30,000 to $235,000. The decrease in the level of
impaired loans to total loans caused the percentage of
allowance for loan losses to impaired loans to increase
from 30 to 31 percent. Net charge-offs decreased from
$176,000 in 2002 to $19,000 in 2003. Therefore,
taking into consideration the growth of the portfolio,
the level of impaired loans, as well as net charge-offs
and the overall performance of the loan portfolio, the
Bank provided no additional provision and maintained
the allowance at a level deemed appropriate of $3.9
million.

During 2002, the Bank experienced a decline in the
loan portfolio of $4.6 million, or 0.8 percent, while
substantially maintaining the composition of the loan
portfolio. In addition, the level of impaired loans
increased from $5.4 million to $13.0 million, while
the specific allowance related to impaired loans increased
from $25,000 to $30,000. The increase in the level of
impaired loans to toral loans caused the percentage of
allowance for loan losses to impaired loans to decrease
from 65 to 30 percent. Net charge-offs increased from
$93,000 in 2001 to $176,000 in 2002. Therefore,
taking into consideration the higher level of impaired
loans, as well as the higher level of net charge-offs and
the overall performance of the loan portfolio, the Bank
provided $558,000 of additional provision to increase
the allowance to a level deemed appropriate of $3.9
million.

Non-interest Income

Non-interest income amounted to $5.9 million, $3.8
million, and $2.6 million for the years ended June 30,
2003, 2002, and 2001, respectively. The fluctuations
in non-interest income are due primarily to fluctuations
in income derived from mortgage banking activities, fee
income on deposit accounts, gain on sale of real estate,
and rental income. Income attributable to mortgage
banking activities consists of loan servicing income, gains
and losses on the sale of loans and mortgage-backed
securities, and market valuation provisions and
recoveries. Income from mortgage banking activities
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amounted to $4.9 million, $3.0 million, and $1.1
million for the years ended June 30, 2003, 2002, and
2001, respectively. The increases in income from
mortgage banking activities of $1.9 million from the
year ended June 30, 2001 to 2002, and from the year
ended June 30, 2002 to 2003, is primarily due to an
increase in net profit realized on the sale of loans. The
results of operations from mortgage banking activity are
attributable in large part to historically low market
interest rates and are not necessarily indicative of
expected future results. Other non-interest income
amounted to $971,000, $766,000, and $1,164,000
for the years ended June 30, 2003, 2002, and 2001,
respectively. The decrease in other non-interest income
of $398,000 from the year ended June 30, 2001 to
June 30, 2002 is attributable to a decline in rental
income in 2002. The increase in other non-interest
income of $205,000 from the year ended June 30, 2002
to June 30, 2003 is primarily due to an increase in loan
prepayment fee and late charge fee income. Changes in
other non-interest income are typically the result of
service and other miscellaneous fee income, rental
income, insurance proceeds, income realized on the sale
of assets and investments, and the disposal of real estate
owned properties.

Non-interest Expense

Non-interest expense amounted to $16.5 million, $14.1
million, and $12.2 million for the years ended June 30,
2003, 2002, and 2001, respectively. The principal
component of non-interest expense is compensation and
relared benefits which amounted to $8.7 million, $7.6
million, and $6.5 million for the years ended June 30,
2003, 2002, and 2001, respectively. The increase in
compensation for the years ended June 30, 2002 and
2001 is due primarily to growth in the staff, employee
401K benefits, a compensation incentive plan for
management, and inflationary salary and wage
adjustments to employees. Office occupancy totaled
$3.2 million, $2.8 million, and $2.6 million for the
years ended June 30, 2003, 2002, and 2001,
respectively. The increased occupancy expense is
attributable to the cost of our Corporate Center in Solon,
Ohio, maintenance and repairs to office buildings, and
the cost of opening and operating additional branch
offices. Other non-interest expense totaled $4.6 million,
$3.7 million, and $3.1 million for the years ended
June 30, 2003, 2002, and 2001, respectively. Changes
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in other non-interest expense are primarily the result of
advertising, professional and legal services, insurance
expenses, outside services, and franchise tax expense.

Federal Income Taxes

The Company’s federal income tax expense was $4.1
million, $3.6 million, and $3.4 million for the years
ended June 30, 2003, 2002, and 2001, respectively.
Due to the availability of tax credits for the years ended
June 30, 2002, 2001, and 2000, and other miscellaneous
deductions, the Company’s effective federal income tax
rate was below the expected tax rate of 35 percent with
an effective rate of 34 percent for the years ended
June 30, 2003, 2002, and 2001, respectively.

Impact of Inflation and Changing Prices

The consolidated financial statements and related data
presented herein have been prepared in accordance with
generally accepted accounting principles, which requires
the measurement of financial position and operating
results in terms of historical dollars, without considering
changes in the relative purchasing power of money over
time due to inflation. Unlike most industrial companies,
substantially all of the assets and liabilities of the Bank
are monetary in nature. As a result, interest rates have a
more significant impact on the Bank’s performance than
the effects of general levels of inflation. Interest rates do
not necessarily move in the same direction or in the
same magnitude as the prices of goods and services, since
such prices are affected by inflation to a larger extent
than interest rates. For further information regarding
the effect of interest rate fluctuations on the Bank, see

“Market Risk Management.”

Critical Accounting Policies and Estimates
The accounting and reporting policies of PVF Capital
Corp. are in accordance with accounting principles

generally accepted within the United States of America
and conform to general practices within the banking
industry. Application of these principles requires
management to make estimates, assumptions and
judgments that affect the amounts reported in the
financial statements and accompanying notes. These
estimates, assumptions and judgments are based on
information available as of the date of the financial
statements. Accordingly, as this information changes,
the financial statements could reflect different estimates,
assumptions and judgments.

The most significant accounting policies followed by
PVF Capital Corp. are presented in Note 1 to the
consolidated financial statements. Accounting and
reporting policies for the allowance for loan losses and
mortgage servicing rights are deemed critical since they
involve the use of estimates and require significant
management judgments. PVF Capital Corp. provides
furcher detail on the methodology and reporting of
the allowance for loan losses in Note 4 and mortgage
servicing rights in Note 5.

Effect of New Financial Accounting Standards

The Financial Accounting Standards Board (FASB)
recently issued two new accounting standards, Statement
149, “Amendment of Statement 133 on Derivative
Instruments and Hedging Activities,” and Statement
150, “Accounting for Certain Financial Instruments with
Characteristics of Both Liabilities and Equities,” both
of which generally become effective in the quarter
beginning July 1, 2003. Management determined that
adoption of the new standards will not materially affect
the Company’s operating results or financial condition.
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PARKVIEW FEDERAL

SAVINGS BANK

Avon Office

36311 Detroit Road
Avon, Ohio 44011
440-934-3580

Bainbridge Office

8500 Washington Street
Chagrin Falls, Ohio 44023
440-543-8889

Bedford Office

413 Northfield Road
Bedford, Ohio 44146
440-439-2200

Chardon Office

408 Water Street
Chardon, Ohio 44024
440-285-2343

Macedonia Office

497 East Aurora Road
Macedonia, Ohio 44056
330-468-0055

Mayfield Heights Office
1456 SOM Center Road
Mayfield Hts., Ohio 44124
440-449-8597

Medina Office
Reserve Square
3613 Medina Road
Medina, Ohio 44256
330-721-7484

Mentor Office
Heisley Corners
6990 Heisley Road
Mentor, Ohio 44060
440-944-0276

Office Locations and Hours

North Royalton Offfice
13901 Ridge Road

North Royalton, Ohio 44133
440-582-7417

Solon Office

Solar Shopping Center
34400 Aurora Road
Solon, Ohic 44139
440-542-6070

Strongsville Office
17780 Pear] Road
Strongsville, Ohio 44136
440-878-6010

LOBBY

Mon., Tues., Wed.,, Thiirs.:
0:00 am - 4:30 pm

Friday: 9:00 am - 5:30 pm
Saturday: 9:00 am - 1:00 pm

AUTO TELLER

Monmn., Tues., Wed., Thurs.:
9:00 am - 5:00 pm

Friday: 9:00 am - 6:00 pm
Saturday: 9:00 am - 1.00 pm

‘Beachwood Office

La Place

2111 Richmond Road
Beachwood, Ohio 44122
216-831-6373

Lakewood-Cleveland Office
11010 Clifton Blvd.
Cleveland, Ohio 44102
216-631-8900

LOBBY

Momn., Tues., Thurs.:

9:00 am - 4:30 pm

Friday: 9:00 am - 5:30 pm
Saturday: 9:00 am - 1:00 pm
Closed Wednesday

AUTO TELLER

Mon., Tues., Thurs.:

9:00 am - 5:00 pm

Friday: 9:00 am - 6:00 pm
Saturday: 9:00 am - 1.00 pm
Closed Wednesday

Shaker Heights Office
Shaker Towne Centre
16909 Chagrin Blvd.
Shaker Hts., Ohio 44120
216-283-4003

LOBBY

Mor., Tues., Wed., Thurs.:
9:00 am - 4:30 pm

Friday: 9:00 am - 6:00 pm
Saturday: 9:00 am - 1:00 pm

Corporate Center Gffice
30000 Aurora Road
Solon, Ohio 44139
440-914-3900

LOBBY & AUTO TELLER
Monday - Friday:

9:00 am - 5:00 pm
Closed Saturday
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* INDEPENDENT AUDITORS' REPORT

R

The Board of Direc‘t‘o'rs‘
PVF Capital Corp.
Solon, Ohio

We have audited the accompanying consolidated statements of financial condition of PVF Capital
“Corp. (Company) as of June 30, 2003 and 2002, and" the related consolidated statements of
operations, stockholders' equity, and -cash flows for the years ended June 30, 2003 and 2002.
~ These financial stateinents _are the responsibility - of the ‘Company's. management. Our :

: respon51b1hty is to express an oplruon on these financial statements based on our audits. The 2001
financial statements were audited by other audltors, whose report dated July 27, 2001 expressed
on unquahf1ed oplmon .on those: statements :

: We conducted, our audits in accordance w1th auditing standards generally accepted in the United

.. States of America. Those standards require that we plan and perform the audit to obtain

reasonable assurancé about whether the financial statements are free of material misstatement. An
audit iricludes examining, on a test ba51sAev1dence supportmg the amounts and disclosures in the
financial statements. An audit also includes assessmg the accounting . principles used and
51gmf1cant 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 PVF Capital Corp. as of June 30, 2003 and 2002, and the

results of its operations and its cash flows for the years ‘ended June 30, 2003 and 2002 in ..

conforrruty w1th accountmg pr1nc1p1es generally accepted in the United States of America.

oo Gt o (oo 44,‘)"

Cleveland, Ohio -
4 August 1, 2003
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PVF CAPITAL CORP. AND SUBSIDIARIES - , :
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION ' e
Years ended June 30, 2003 and 2002 ~ ‘
Aissm“s : L o _ 2003 ¢ 2002 oo
‘Cashand amounts due from depos1tory mstltutlons - $ . 9755224 $ 4,526,976
Interest bearing deposits ' : , : +3,946,019 1,736,712
Federal funds sold B . . __ 83,050,000 8,050,000
- Cash and cash equivalents - - -, 9,751,243 - 14,313,688
Securities held to maturity (fa1r value 2003 S S
$33,252, 2002- $55,751,561) K h ) 33,252 .. 55,121,211
Mortgage-backed securities held to maturity (falr value 2003—‘ o B :
$3,032,385, 2002- $7,500,739) S, 2,964,798 7,297,206
Loans receivable held for sale, net . C . ‘ 33,603,895 - 11,679,735
" Loans réceivable, net of allowance of ° ' - _ ‘ _ - ‘
$3,882,839 and $3,901,839 ' . ) 579,670,681 - 563,550,556 B
Office proper’aes and equlpment net Co - © 11,555,919 9,817,348
Real estate owned _ o c 448,365 564,316
‘Federal Home Loan Bank stock = - ' 10,396,399 9,947,624
Prepaid expenses and other assets ' ‘ N 7,978,751 . 7,328,431
Total assets =~ ; .$ 743,403,803 $ 679,620,115 .
L ' LIABILITIES AND STOCKHOLDERS' EQUITY . / - -
Liabilities: * - - - _ . - ’ L - S
Deposits - - - : ' © . $ 526428927 $ 479,672,218
Advances from the Federal Horne Loan Bank of Cincinnati - , 120,123,220 - 120,739,695
Notes payable o ‘ : 5,815,150 . © .- 8,288,020 T
Advances from borrowers for taxes and i msurance ' . 7,964,653 © 7,320,613
Accrued expenses and other liabilities - 24,468,717 11,300,991

Total liabilities ' - <. ' _ 684,800,667 627,321,537 . ~
Commitments and contingencies ‘ ' . : o :
Stockholders' equity:
- Serial preferred stock, $.01 par ,
value, 1,000,000 shares authorized; none issued ) - - -
Common stock, $. 01 par value, : ' ’
. 15 OOO 000 shares authorized; : o :
6,717,283 and 6, 064,809 shares issued, respectlvely o - 67,173 s 60,648

-~

~ Additional pald in capltal . 47,176,696 37,412,482 -
Retained earnings. - - 14,486,460 17,627,665
Treasury stock ) at cost, 343, 519 and 286,276 shares, respec’avely ‘(3,127,193) i (2,802,‘217)
Total stockholders' equity - ) T 58,603,136 52,298,578

" Total liabilities and stockholders equlty - '$ 743403803 $ 679,620,115

’

: See aceompanying notes to consolidated financial statements.
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" PVE CAPITAL CORP. AND SUBSIDIARIES
 CONSOLIDATED STATEMENTS OF OPERATIONS

' -Years ended June 30, 2003, 2002 and 2001

- ) 2003 2002 2001
Interest income:.- . . . :
Loans - $ 40,690,675 $ 44322807 $ 48,100,662
. Mortgage—backed securities 285,167 719321 1,189,468
Cash and securities 2,506,855 3772463 . 4,671,814
Total mterest income 43,482 697 "~ 48,814,681 53,961,944
Interest expense: . ' . :
Depos1ts : 15,169,502 20,995,003 27,079,731
‘Borrowings ~ 5,476,773 6,065,389 . 7,038,219 -
‘Total interest expense 20,646,275 27,060,392 34,117,950
~ Netinterest income 7 - 22,836,422 21,754,289 19,843,994
-Provision for loan losses - 558,000 225,000
Net interest income after provision for S - :
) loan losses 22,836,422 21,196,289 19,618,994
-+ Noninterest income: : . ' o
Service and other fees . 743,877 625,631 562,613
Mortgage banking activities, net - '4,922,069 - 2,985,424 1,134,505 -
Gain on sale of real estate ' - ‘ - 300,790
Rental income - - 270,528
Other, net ; 227,057 139,913; 331,150
Total noninterest income - 5,893,003 3,750,968 2,599,586
" Noninterest expense:” o .
Compensation and beneﬁts 8,694,397 . 7,643,251 . 6,493,661
Office, occupancy, and equlpment -3,151,956 .2,758,158 - 2,586,580 |
. Insurance - - 262,366 - 226,511 208,279
Professional and legal 518,648 425,185 344,849
Advertising 499,438 T 368,775 256,244
_ Outside services 857,050 520,181 355,626
Franchise tax . 647,890 581,990 . 496,338
Other - 1,877,460 - 1,614,584 1,475,833
Total noninterest expense 16,509,205 ~_ 14,138,635 12,217,410
' Income before federal i 1ncome taxes 12,220,220 10,808,622 ~ 10,001,17 0}
Federal income taxes: ) S
Current 3,966,092 3,431,586 3128578 .-
Deferred 157,672 - 203,727 236,714
- 4,123,764 3,635,313 3,365,292
Net income : $ 8096456 $ 7173309 § 6,635,878
Basic earnings per share - ’ $ 127 $ 112 - $ 1.05
$ 1.02 -

Diluted earnings per share - S8 125 $ 1.09

~ See accompanying notes to consolidated financial statements. ~
N , ‘ ‘ .23
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PVF CAPITAL CORP. AND SUBSIDIARIES - -
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
Years ended Iune 30, 2003, 2002 and 2001 - ‘

re

LY

o~ -

!

(3.127,193)

Additional | o
Common  Paid-In Retained = Treasury«
Stock - Capital ~ Earnings Stock Total

Balance at June 30, 2000 " $ 48333 24,784,942 19,039,966 (97/-93,178) 42,900,063,

* Net income. : - ‘ - 6,635878 - 6,635,878
Stock options exercised, 20, 384 : - o ' '
shares "204 38,201 - - 38405
Cash paid-in lieu of fractional shares - - (1,840) . - (1,840)

" Stock dividend issued, 485,730 shares 4,857 - 6,523,354  (6,528,211) - - .
Cash dividend, $0.292 per share .. - ' - (1,376,934) - - (1,376,934)
Purchase of 21,488 shares of - , B : .
Treasury stock S - - (189,437) _ (189,437)

Balance at June 30, 2001 .8 53,394 31,346,497 17,768,859  (1,162,615) 48,006,135
Net income - - 7,173,309 . 7,173,305
Stock options exercised, 173 492 v : : B o
shares 1,735, 203,425 - - 295,160
Cash paid in lieu of fracnonal shares - - (2,869) (2,869)
Stock dividend issued, 551,870 R o ‘ '
sharés . -5519 " 5772560 (5,778,079) - -
Cash dividend, $0. 296 per share - - (1,533,555) - © . (1,533,555)
Purchase of 136, 395 shares of - S '
Treasury stock - - : - - - _(1,639,602) _(1,639,602)

* Balance at June 30, 2002 60,648 37,412,482 17,627,665 (2,802,217) 52,298,578
Net income . - 8,096,456 : - 8,096,456
Stock options exercised, 41 909 shares 419 187502 - - 187,921
Cash paid in lieu of fractional shares . - _ 2159, - (2159
Stock dividend issued, 610,565 shares = 6,106 9,576,712  (9,582,818) T -
Cash dividend, $0.296 per share - (1,652,684) - (1,652,684) -
Purchase of 28,615 shares of o , o
Treasury stock L - (324,976) _ (324,976)

_ Balarice at June 30, 2003 -$ 67173 _47176,696 14,486,460

158,603,136
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* PVF CAPITAL CORP. AND SUBSIDIARIES - - BRI
CONSOLIDATED STATEMENTS OF CASH FLOWS
1 Years ended June 30, 2003, 2002 and 2001

- 2003 200z ' - 2001
Operating activities: - S o
.- Net income . ' , % 8096456 7,173,309 6,635,878
' Adjustments required to reconcﬂe net o | ‘
income to net cash provided by (used m)
operatmg activities: o ) . o ‘
Accretion of discount on securlhes A (618,845)
" Depreciation . s . 1,407,503 1,060,530 © 710,375
Provision for loan losses o - - 558000 225,000
Accretion of unearned discount and - . . ' -
: deferred loan origination fees, net ~ .- - T (1,244,214) (1,130,822) (1,132,931)
/ - FHLB stock dividends . ’ g . (448775)  (505319) - (525378)

' . Deferred income tax provision V : (157,672  (203,727) . (236,714) .
Proceeds from loans held for sale 460,462,639 295,706,407 106,047,642
Originations of loans held for sale (475,659,784)(301,234,328) (101,461,735)
-Gain on the sale-of loans, net - (6,727,015) (2,981,311) (633,362) .

- Net change in other assets and other liabilities 12,726,270 - _(1,213,531) 4,356,135
« - Net cash from operatmg acﬁv1t1es o (1,544,592) (2,770,792) 13,366,065
Inves’cmg activities: - _ : o - ' AR
Loans originated . . (177,261,741)(135,864,877) (226,319,550) °
Principal repayments on loans ' . ¢ 162,351,576 149,065,323 147,331,835
Principal repayments on mortgage-backed ' . T '
securities held to maturity - . 4,366,663 10,918,228 . . 3,926,715
Purchase of mortgage-backed securities held to maturity - - (977,611)
Purchase of securities held to maturity ' (30,000,000) (55,000,000)  (99,918,836) .
" Maturities and calls of securities held to maturity © 85,087,959 50,090,394 115,584,929
Federal Home Loan Bank (FHLB) stock purchased net. .= .. (3,075,700)" -
- Additions to office properties and equlpment ‘ - (3146,074) (3,094,421) - (6,636,488) . -
Disposals of real estate owned o 114,259 353 100 - ‘ 740,442 ‘
- (Additions) dlsposal of redl estate . o :
held for investment, net o o - _(50,000) _ (350,000) 2,794,020

Net cash from mvestmg act1v1t1es . o . 41,462,642 16,117,747 {66,550,244)

~ See accompanying notes to consolidated financial statements.




| PVF CEAPITAL CORP. AND SUBSIDIARIES -
CONSOLIDATED STATEMENTS OF CASH FLOWS:- (CONTINUED) '

Years ended ]une 30, 2003, 2002 and 2001

' Fmancmg activities:
Payments on FHLB advances

Proceeds from FHLB advances

Proceeds from notes payable

* Repayment of notes payable

Net increase in NOW and passbook savings
Proceeds from issudnce of certificates of deposit
Payments on maturing certificates of deposit
Net increase in advances from borrowers

Payment of cash dividend

Purchase of Treasury stock .

: Other

Cash and cash equivalents at beginning of year
- Cash and cash equivalents at end of year
Supplemental disclosures of cash ﬂow information:

Net cash from fmancmg activities
" Net increase (decrease) in cash.and

cash equivalents

Cash payments of interest

Cash payments of income taxes p
Supplemental schedule of noncash 1nvest1ng and

financing activities:

Transfers to real estate owned
Loans securltlzed into mortgage-backed securities

Co)

2001

M 2002
'(10,616,476) (183,127,160)  (89,106,985)
10,000,000 118,000,000 160,000,000
- 6,650,000 4,700,000
" (2472,870)  (3,061,980)  (1,000,000)
16,190,703 23,728,050  .2,913,422
135,463,914 88,664,759 124,038,791
(104,897,508) (118,252,740) " (87,401,922)
644,040 851,552 293,943 -
(1,654,844) . (1,536,424)  (1,378,774)
- (324,975)  (1,639,602)  (189,437)
187,921 295,160 _ 38,404
42,519,505 _ (64,428,385) 112,907,442
- 82,437,555.- (51,081,430) 59,723,263
"_14313,688 _ 65395118 _ 5,671,855 -
$96,751,243 _ 14,313,688 ' 65,395,118 -
'$20,733,040 28,600,682 32,577,423
4,020,000 2,825,000 3,399,482
$ - 355,132 742,981
- - 16,400,000

26
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See accompanying.nbtes to consolidated financial statements.
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. _ PVFCAPITAL CORP. AND SUBSIDIARIES |
~ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 Years ended ]une 30 2003, 2002 and 2001

NOTE.1 -SUMMARY OF SIGNIFICANT ACCOUNTING P@MCIES AN D RELATED
MATTERS

The accountlng and reportmg policies of PVF Capltal Corp. and its subsidiaries (Company)
conform to accounting principles generally accepted in the United States of America and general -
industry practice. The Company's, principal sub31d1ary, Park View Federal Savings Barik (Bank), is
principally engaged in the business of offering savings deposits through the issuance of savings
accounts, money market accounts, and certificates of deposit and lending funds primarily for the
purchase, construction, and improvement of real estate in Cuyahoga, Summit, Geauga, Lake,
Medina and Lorain Counties, Ohio. The deposit accounts of the Bank are insuted under the
Savings Association Insurance-Fund (SAIF) of the Federal Deposit Insurance Corporation (FDIC
and are backed by the full faith and credit of the United States government. The following is a
descnptmn of the significant policies, which the Company follows in prepanng and presentlng its
' 'consohdated financial statéments. ‘ -
e S o . N

Prmc1ples of Consol1dat10n The consohdated financial statements include the accounts of PVF A
Cap1tal Corp., and its wholly owned 'subsidiaries, Park View Federal Savings Bank, PVF Service )
Corporation (PVFSC), PVF Holding, Inc., and Mid-Pines Land Co.. PVFSC owns some bank
premises and leases them to the bank. PVF Holding Inc. and Mid Pines Land Co. did not have -
any significant assets or activity as-of or for the years ended June 30, 2003 or 2002. All mgmﬂcant -
‘ mtercompany transactions and balances are eliminated in consol1dat10n » -

* Use of Estimates. The preparat1on of financial« statements in conformity with accountmg
principles- generally accepted in the United States of America requires management to make
-estimates and assumptions that affect the reported amounts of assets and liabilities.and disclosure
~of contingent assets and liabilities at the date of the financial statements and the reported amounts |
of revenues and expenses’ during the reporting period. Actual results could differ from those
eshmates The allowance for loan losses and fair- Value of financial instruments are particularly -
v subject to change.’ :
Allowance for Loan Losses. A-loan is considered impaired when, based on current information
and events, it is probable that the Bank will'be unable to collect the scheduled payments of
principal and interest according tothe contractual terms of the loan agreement. Since the Bank's
. loans are primarily collateral dependent, measurement of impairment is based on the fair value of
- the collateral.”

~

The allowance for loan Tosses is maintained at a level to absorb probable incurred losses inherent

in the portfoho as of the balance sheet date. The adequacy of the allowance for loan losses is -

periodically evaluated by the Bank based upon the overall portfolio composition and general -
market conditions. While management uses the best information available to make these
.evaluations, future ad]ustrnenf’<t’o the allowance may be necessary if economic conditions change -
substantially from the assumptions'used in making the evaluations. Allocations of the allowance -

(Continued) o
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PVF CAPITAL CORP. AND SUBS][DIARIES .
‘NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
. Years ended June 30, 2003 2002 and 2001

NOTE 1-SUMMARY OF SIGNIHCANT ACCOUNTENG POMCIES AND RELATED
' MATTERS (Continued) '

may be made for spec1f1c loans, but the entire allowance is available for any loan that, in
management’s judgment, should be charged-off. Loan losses are charged against the allowance
when management believes the uncollectibility of a loan balance is confirmed. Future
ad]ustments to the allowance may also be required by regulatory examiners based on their
judgments about  information available to-them ‘at the time of their examination. Uncollectable
interest on loans that are contractually 90 days or more past due is charged off, oran allowance is .
established The allowance is established by a charge to interest income equal to all interest” -
‘previously accrued, and income is subsequenﬂy recogmzed only to the extent cash payments are
received. until the loan is determined to be performing in accordance w1th the apphcable loan

. terms in which case the loan is returned to accrual status. .

 Mortgage Banking Achvmes Mortgage loans held for sale are carrled at the lower of cost or falr
Value, determmed on an aggregate ba51s :

~ The COmpany retains servicing on loans that are sold. The Company recognizes an asset for
mortgage servicing rights based on an allocation of total lcan cost using relative fair values, or a
liability for mortgage servicing rights based on fair value, if the benefits of servicing are not ‘
expected to adequately compensate the Company. The cost of mortgage servicing rights is
amortized in proportion to, and over the period of; estimated net servicing revenues. Impairment.

" of mortgage servicing rights is assessed- based on‘ the fair value of those rights. Fair values are

‘estimated using discounted cash flows based on current market interest rates and prepayment -
assumptions. For purposes of measuring impairment, the rlghts are stratified based on
predominant risk characteristics of the underlying loans such as-interest rates and scheduled
maturity. The amount of impairment recognized is the amount by which the capitalized mortgage

' servicing rights exceed their fair value. The Company monitors prepayments, and in the event

that actual prepayments exceed original estimates, amortization is adjusted accordingly.

Investment and Mortgage-Backed Securities. The Company classifies -all securities as held to
maturity.. Securities held to' maturity are limited to debt securities that the Company has thé
_ positive intent and the ability to hold to maturity; these securities are reported at amortized cost.
- Investment-and mortgage-backed securities that could be so0ld in the future because of changes in
interest rates or.other factors are not to be classified as held to maturlty Other securities such as .
Federal Home Loan Bank stock are carried at cost. ' v

e
[

" ‘Gains or losses on the sales or call of all securities are recognized at the date of sale or call (trade ~
date). Premiums-and discounts are amortized or accreted over the life of the related security as an |
adjustment to yield. Dividends and interest income are recognized when earned.

, . (Continued) . = . -




~ PVE CAPITAL CORP. AND SUBSIDIARIES
- NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

- Years ended June 30 \2003 2002 and 2001 .
. / :
" NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND RELATED
MATTERS (Continued) . ’

A decline. in fair value of any held to mahmty secunty below cost that is deemed other than :
temporary is charged to earnings resulting in establishment of a new cost basis for the secunty
Loans Receivable: Loans that management has the intent and ablhty to hold for the foreseeable
future or’ until maturity or payoff are reported at the principal balance outstanding, net of
unearned mterest deferred loan fees and costs, and an allowance for loan losses.

_ Ofﬁce ProLrhes and. Equmment Depreciation and amortization are computed -using the

._straight-line method at rates expected to amortize the cost of the assets over their estimated useful

* lives or, with respect to leasehold improvements, the term of the lease, if shorter. Estimated lives
range from one to’ forty years. Land is carried at cost. : '

-Federal Income Taxes. The Company files a consolidated tax return with its. wholly owned
subsidiaries and provides deferred federal income taxes in recognition of temporary differences -

" . between financial statement and income tax reporting. Deferred tax assets and liabilities are

‘ recogmzed for the future tax consequences attributable to differences between the financial
statement carrying amounts of ex1st1ng assets and Habilities and their respechve tax bases.

Deferred tax assets and liabilities are measured using. enacted tax rates expected to apply to

taxable income in the years in which those temporary differences are expected to be recovered or ,
settled, and the effect on deferred tax assets and liabilities of a change in tax rates is recogruzed in
income in the period that includes the enactment date. \
Loan Origination and Commitment Fees. The Compaﬁy defers loan oi*igin/ation and commitment
fees and certain direct loan originatipn costs and amortizes the net amount over the lives of the
related loans as a yield adjustment if the loans are held for investment, or recogmzes the net fees
" as mortgage banklng income when the loans are: sold o A

Real Estate Owned. Real estate owned is carried at the lower of cost or fair value less estimated -
selling costs. If Fair values dechne a valuation allowance is recorded through expense.  Costs
after acqmsmon are expensed.

e

Long-Term Assets. Ofﬁce properhes and equlpmen‘t and other long—terrn assets are reviewed for
impairment when eveénts indicate their carrying amount may not be reco%erable from future
‘undiscounted cash flows. If'lmpajred the assets are recorded at fair value.

(Continued) .
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. . PVF CAPITAL CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -
Years ended ]une 30, 2003 2002 and 2001 '

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTIN G POLECIES AND RELATED y
MATTERS (Continued) A , : A , S

Statements of ,Ca'sh Flows. For .purposes -of the consolidated statements of cash flows, the
Company considers.cash and amounts due from depository institutions, interest bearing deposits,
and federal funds sold with original maturities of less than three months to be cash equivalents
" Net cash flows are reported for NOW and passbook savmgs accounts, and advances from
“borrowers. " : _ -

Stock Compensation Employee compensation expense under stock option plans is reported if -
‘options are granted below market price at grant date. No stock-based.compensation cost is:
reflected in net income; as all options granted had an exercise price equal to or greater than the
market price of the underlying stock at the date of grant. The followmg table illustrates the effect
on net income and earnings per share if expense was measured using the fair valie recognition
prov1s1ons of FASB Statement No. 123, Accountmg for Stock- Based Compensation.

2003 - 2002 | 2001

Net income as reported _I % . 8,096,456 7173309 - 6,635,878
Deduct: Stock-based compensation expense $ 124,135 . 104,521 - _ 129,146
determined under fair Value based method $ 7,972,321 7,068,788 6,506,732

Pro forma net income ‘

Ba51c earnings per share as reported ’ $ 1.27 112 - - 1.05

Pro forma basic earnings per share $ 1.25 - - 1n - 1.03

Diluted earnings per shareas reported $ 1.25 109 - 1.02
~ Pro forma diluted -earnings per share $ 123 . 108 1.00

-7 N
The pro forma effects are computed usmg optlon pricmg models, usmg the followmg weighted- average ,
assumptions as of grant date.

2003 D002 2001

Risk-free interest rate o 350 % 473 % 571 %
Expected option life 7 years . 7 years 7 years
Expected stock price Volatllity 3500 % 3700 % - 3000 %
Dividend yield 2500 - %- 273 % 200 %
’ s
!
/ -~
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PVF CAPITAL CORP. AND SUBSIDIARIES
- NOTES TO CONSOLIDATED FIN ANCIAL STATEMENTS
' Years ended ]une 30, 2003 2002 and 2001

NOTE 1 - SUMMARY OF SEGNIHCANT ACCOUNTI{N G POLICIES AND RELATED
. MATTERS (Contmued) :

- Earnmgs Per Share. Earmngs per share are calculated by dividing net income for the period by
‘the weighted average number of shares of common stock outstanding during the period. The
assumed exercise of stock 0pt1ons is included in the calculatlon of diluted earmngs per share. -

The per share data for 2003, 2002 and 2001 are ad]usted to reflect the 10% stock d1v1dends

‘declared ]uly 2003, July 2002 and July 2001 - .

Loss Contingencies. *Loss contingencies, including claims and_ legal actions arising in the

ardinary course of business, are recarded. as liabilities when the likelihood of loss is probable
and an amount or range of loss can be reasonably, estimated. Management does not believe

~ there now are such matters that w1ll have a material effect on the financial statements.

~
~

Off Balance Sheet Financial Instruments: Financial instruments mclude off-balance sheet credit
instruments, such as.commitments-to make loans issued to meet customer financing needs. The
face amount for these items represents the exposure to loss, before considering customer
collateral or ability to repay. Such financial instruments are recorded when they are funded.

‘Restrictions on Cash: Cash on deposit with another institution of $1,096,000 was required to
meet regulatory reserve requirements at June 30, 2003. These balances do not earn interest. No .

cash on deposit with other mstltutlon was requlred to meet regulatory reserve requirements at
, June 30, 2002. -

«

Fair .Value ‘of Financial Instruments. Fair values of financial instruments are estimated using .
relevant market information and other assumptions, as more fully disclosed in a separate note. -
Fair value estimates involve uncertainties and matters of 51gmf1cant judgment regarding interest -
rates, credit risk, prepayments, and other factors, espec1ally.m the absence of broad markets for .
' particular items. Changes in assumptlons or in market condltlons could s1gmf1cant1y affect the .
estlmates

OperatmgSegments While the Company’s chief dec151on-makers monitor the revenue streams of
" the wvarious Company products and services, the identifiable segments are not material and -
operations are- managed and financial performance is evaluated on a Company-wide basis.
Accordingly, all of the Company’s financial service operations are considered by manacrement to
be aggregated in one reportable operatmg segment '

~

{
Reclassifications.” Certain recla551f1cat10ns have been made to the prior year amounts to conforrn
to the current year. presentatlon

(Continued)
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PVE CAPITAL CORP. AND SUBSIDIARIES
NOTES TC CONSOLIDATED FINANCIAL STATEMENTS .
Years ended June 30, 2003, 2002 and 2001

N OTE 2 - SECURITIES

Secuntles held to matumty at }une 30, 2003 and 2002, are summarmed as follows: .

2003.
l ‘Gross. . Gross
- ’ Amomzed Unrealized Unrealized Estimated -
Cost Gﬂ_n . Loss Fair Value
“Municipal bond ¢ 33250 ... - _ . - $ . 33252
~ Total - $ 33,252 - $ 33252
Due after one year through - S o : .
fiveyears : | 33,252 . _ - - § 33252
. , \ 2002
- . S Gross Gross
: : Amomzed Unrealized Unrealized - Estimated
w - . Cost Gain ‘Loss ~ Fair Value
. <, / ’ .
. United States Government and o . : ‘
"~ ' agency securities $ 55,000,000 $639,100 $ (8 750) $ 55 630,350
Municipal bond = . 121,211 - - 121211
Total - v $ 55,121,211 $639,160 § g8!750) $ 55,751,561 55(751,56 _
Due after one year through . o
. fiveyears - . % 55121,211 $639,100 $ 18!750) $ 55,751,561

There were no sales of securities "for the years ended June 30, 2003, 2002 or 2001.
© . $85,000,000 of United States Agenicy securities were called in the year ended june 30, 2003.

(Centinued)
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“PVF CAPITAL CORP. AND SUBSIDIARIES
'NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 Years ended June 30,2003, 2002 and 2001

NQOTE 3 - MORTGAGE-BACKED SECURH‘EES
Mortgage-backed securities held to maturify at June 30, 2003 and 2002, are summarized as
follows: . ‘ - ‘ . . 4

. 2003
o Gross ~  Gross
Amortized Unrealized Unrealized  Estimated
Cost Gain  Loss  Fair Value-
. FNMA mortgage-backed securities * = $ - 89721°$ 2909 . - - % 92630
FHLMC mortgage-backed securities =~ . 2,840,822 98,934 . - 2,939,756
Accrued interest receivable ! 34255 - - - 34,255
' S $ 2964798 $101,843 . - $ 3066641
’ 2002 -
Gross Gross : .
Amortized Unrealized Unrealized  Estimated .
‘ Cost - Gain - Loss Fair Value
: .- FNMA r_nortgége-backed securities $  183732'$% 3,564 - % 192,29
" FHLMC mortgage-backed securities 7,022,569 199,969 - 7,222,538
' Accrued interest receivable - _ 85905 - -t _* 85905
‘ ' $ 7297206 $203,533 -

_ , . _ $ 7.500,739
- - . - 02 v N i ! . :

At

There were no sales of mortgage-backed securities for the yeérs ended June 30, 2003, 2002 or 2001.

(Continued) -
, 33 .




: PVF CAPITAL CORP. AND SUBSIDIARIES :
NOTES TO CONSGLIDATED FINANCIAL STATEMENTS
o "Years ended ]une 30 2003, 2002 and 2001

" NOTE 4- LOANS RECEIVABLE S | T,

Loans receivable’at ]qne 30, 2003 and 2002, consist of the following:

'Real estate mortgages:
One-to-four family residential

.. 2003

$ 143,881,760

2002

$ 158,833,656

"Home equity line of credit - 67,822,058 53,349,287 °
Multifamily : res1dent1al 40,997,490, 43,451,715
Commercial R 147560,511 133,145,924
Comimercial equity line of credit’ _ ., 34,080,887 22,872,121
Land . 62,933,365 60,124,877

* Construction - residential - ‘ © 111,388,555 110,596,307
Construction - multi-family 304,300 - 1,084,805
* Construction - commercial i . ‘ ‘ 22,935,858 33,451,289
"Total real estate mortgages i : 631,904,784 616,909,981
Non real estate loans - ' o 11,760,915 8,459,413
o : B 643,665,699 625,369,394
Accrued interest receivable : 2,685,565 2,973,654
Deferred loan origination fees (3,032,489) (2,789,665)
Unearned discount S (2,276) (3,085)
5 Undisbursed portion of loan proceeds - (59,762,979) (58,097,903).
Allowance for loan losses (3,882,839) (3,901,839)

- $ 579,670‘681 . $563 550 556

1

A summary of the changes in the allowance for loan losses for the years ended June 30 2003 ZOOQ’

‘and 2001, is as follows

Beginning belance

2003 20025 2001

$ 3,901,839 $ 3,520,198 .$ 3,387,474

"Provision charged to operations . 558,000 225,000

" Charge-offs s : (19,000) (206,078) (112,435)
" Recoveries B oo - 29,719. 20,159

Ending balance S ©$ 3882839 $3901839 $ 3,520,198

(Continued)




} PVF CAPITAL CORP AND SUBSIDIARIES
NOTES TO.CONSOLIDATED FINANCIAL STATEMENTS
Years ended ]une 30, 2003, 2002 and 2001

v ) . . ~

 NOTE 4- LOANS RECEIVABLE (Continued) | .

. The following js a summary of the principal balaﬁces of honperforming loans at June 30:

-

Loans on nonaccrual status: . .
" Real estate mortgages: ' L SR : . )
One-to-four family residential _ S $ 3072917 .$ 2,677,504
-~ Commercial -~ - - . 2879445 1,215,160
Multi-family residential . - - ' - : 137,085 115,362
* Construction and land | _ o 1,347,905 © ___ 3796980
" Total loans on nonaccrual status C 7437352 7,805,006
Past due loans on accrual status - : L ' S
" Real estate mortgages - L
Constr)lct1on~and land L ) 275,461 -
‘ Total nonaccrual and past due loans =~ . $ 7 712 813 8 7 805 006+

During the Years ended ]une 30,.2003, 2002 and 2001, gross mterest income of $761 798 $548,000,
~ and $769,931, respectively, would have been fecorded on loans accounted for on a nonaccrual
 basis if the loans had been current throughout the period. Nonperforming loans and impaired
loans are defined differently. Some loans may be included in both categories, whereas other loans
may only be mcluded in one category

At June 30, 2003 and 2002, the recorded investment in loans, Wthh have been identified as bemg o
impaired, totaled $12,765,000 and $13,016,000 respectively. Included in the impaired amount at
June 30, 2003 and 2002, is $1,095934 and $115,362, respectively, telated to loans ‘with a
corresponding - valuation -allowance of $234,719 and $29,719 respectively. The Company
recognized no interest on impaired loans in"2003, 2002, and 2001 (during the pornon of the -

respectlve years that they were 1mpa1red) :

_Average impaired loans for the years ended June 30, 2003 and 2002 amounted to $13 296 OOO and |
o $6 983,200, respectlvely ¢ -

* (Continued) o
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' PVF CAPITAL CORP AND SUBSIDIARIES . - .
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended June 30, 2003,-2002 and 2001 ’
NOTE 5- MORTGAGE BANKING ACTIVITIES | —
Mortgage banklng activities, net, including gains and losses on sales of loans, for each of the years‘ ° 1
in the three—year period ended ]une 30, 2003, consist of the following:
A .
2003 2002 2001
Mortgage loan serv1c1ng fees’ _ L - $ 1446168 $ 1,116929 $ 810,567
Amortization and 1mpalrment of mortgage : o b T
serv1c1ng rights : j . (3251,114) (1,112,817 (354,424)
Gross realized: . . o o
Gains on sales of loans - - ' o B - -8,214,611 3,079,814 1,766,805
“Losses on sales of loans - - - (1,487,596) - (98,502)  (1,133,443)
Market valuation provision for losses on loans - L , i
receivable held forsale - SR - - L -
Market valuation recoveries - . - 45 000
4 ' ' ‘ ' $ 4,922,069 4,922106 $ 2,985,424 - $ 1,134,505
At ]une 30, 2003 and 2002, the Company was serv1cmg whole and part1c1pat1on mortgage’ loans.
for others aggregating approximately $658,967,272 and $528,319,233, fespectively. The Company -
had $20,143,571 and $6,069,959 at June 30, 2003 and 2002, respectwely, of funds collected on
mortgage loans serviced for others which is mcluded in accrued expenses and other liabilittes.
‘ . Originated mortgage servicing rights cap1tal1zed and amorhzed dur1ng the years’ ended ]une 30,
2003, 2002 and 2001.were as follows: - - o o
.. 2003 2002 2001 - -
Begmmng balance o ' $ 3,255,147 $ 1,284,678 $ 833,558
Originated . _— : - 3,981,149 . 3,083,286 805544 . .
“Amortized . S (2,581,114) _ (1,112,817) _ (354,424) . g
Ending balance o - - : ﬁ_ 4655182 $ 3255147 $ 1,284,678
Valuat@on allowance S : o
" Beginning of year - - % -8 - - 8 -
Additions expensed : ' - 670,000 $°° - -

Endofyear o -8 670,000 $ - §

o , _ (Continued) |
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PVF C‘APITAL/ CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
' Years ended ]une 30, 2003, 2002 and 2001 .

2

NOTE 6 - OFFICE PROPERTIES AND EQUIPMENT . ‘o

© . Office propertles and equ1pment at cost less accumulated deprec1at10n and. amortlzanon at June .
30 2003 and 2002 are summarized as follows

2003 . 2002

Land and land improvements. . o - % 847500 $° 847,500
Building and building improvements ' S ' - 4,702,678 4,715,304
Leasehold improvements o T 4,966,034 3,793,711 .
. Furniture and equipment =~ S __ 8436598 . 6532717 .
- - . A : L 18,952,810 15,889,232
 Less accumulated depreciation and amortization ' (7.396,891) "~ _ (6,071,884)

$ 11555919 " §- 9,817,348

NOTE 7 - DEPOSITS

Deposit balanices at June 30, 2003 and 2002 are summarized by interest rate-as follows:

3

- Amount % - Amount % .
NOW and money market accounts , - S S T '
- Noninterest bearing = $ 14,682,098  2.8% $ 12,092,628 ~ 25%
‘ S 0.245-4.00% 66,389265 . 126, _58813116 123
- . 81,071,363 154 70905744~ . 148
' Passbook savings ~  1.00-250% . - 43,191,519 82 ' 37,166435 77
Certificates of deposit ~ 0.50-1.99% 71825960 136 - .- -
S . T 200-299. 100173672 190 © 91,168,895 .  19.0
300-399 . - 147,737,107 281 117,780,641 246
4.00 - 4.99 53,456,947 102 49,071,134 10.2
500-599 2095710 40 . 26261752 = 535
600-699 - 6283529 12 43,549,703 9.1
, . ... 700-799 © - . 1651935.. 03 = 43693887 = 91
R 8.00 - 8.99 80185 0.0 __ - 74027 00

402,166,045 84.6 371,600,039 .. 852

s . ‘ S 526,428,927 100% $479.672.218 = 100%
Weighted average rate on deposits- | , o 261% 3.76% -

' (Continuéd_)




_ PVF CAPITAL CORP AND SUBSIDIARIES :
- NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended ]une 30 2003, 2002 and 2001 . S

NOTE 7 - DEPOSITS (Contmued) o - o)
o 2003 . 2002

Amount % Amount %

{

Remaining term to maturity of certificates of ‘d_eposit: R

o . ’ .
12 months or less : S , $249,316,121 62.0% $254,171,324 68.4%
13to24 months = . - 115,880,269 288 = 77333,220 208
25to36months .. 13613069 ' 34 24414990 66
3710 48 months . . _ 2335658 58 15680505 _42
- : ©$402166,045 100% $37L:600,039 _100%.
Welghted average rate-on cert1f1cates of dep051t v : '3.23 23% - 457%

Time deposits in amounts of $1OO 000 or more totaled approx1mately $109, 893 000 and
: $105 828 OOO at ]une 30, 2003 and 2002, respectlvely -

Interest expense on deposits is summarlzed as follows: I ‘ '

: - ‘ . 2003 - 2002 . 2001 -
NOW accounts ~ ~ S8 89621 § 1079276 $ 1292321 .
Passbook accounts - R - 470,504 . 660,260 - 771,793
_/Certificates of deposit V » ) o ) o 13,799,377 - 19,255,467 25,015,617

$ 15,169,502 $ 20,995,003 $ 27,079,731

NOTE 8- AD‘V ANCES EROM THE EEDERAL HOME }L@A\N BANK OF CHNCKNNATI[

~ Advances from the Federal Home Loan Bank of C1ncmnat1 (FHLB) w1th matur1t1es and interest
rates thereon at ]une 30, 2003 and 2002 were as follows: :

Maturity =~ . - Interest Rate 2003 2002

February 2003 - . .6.00 ‘ -8 - $ 500,000
. Febryary 2006 6.05 B0 - 239,695
Fébruary 2008 - -537 T 10,000,000 ~ 10,000,000
March 2008 .. 564 ' 10,000,000 10,000,000
March 2011 . - -394 - _ 50,000,000 50,000,000
May2011 .7 . 416 - ‘ 50,000,000  _ 50,000,000
, . . ‘ . 78120123220  $120,739,695°
Weighted average interest rate s : 4.29% - 430%

o " (Continued)
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o PVF CAPITAL CORP. AND SUBSIDIARIES , . R
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS : —
- Years ended June 30, 2003, 2002 and 2001 . . '

"NOTE 8 - ADVANCES FROM THE FEDERAL HOME LOAN BANK OF CINCINNATE
(Contmued)

-

¢

Fach of the advances, except the advance maturing in February 2006, is a convertible fixed-rate
- advance. Each of these is convertible at the option:of the, FHLB to LIBOR. Alternatively, if the
conversion optlon is exercised, the Bank could repay these advances without prepayment penalry .

In order t_o secure these advances, the Bank,has pledged mortgage loans with unpaid principal
balances aggregating approximately $113,341,000 arid $150,925,000 at June 30, 2003 and 2002,°
respectively, plus Federal Home Loan Bank stock. In addition, at June 30, 2003, $21,000,000 in

overmght cash and stock in the FHLB was pledgedfor such advances

NOTjE 9-NOTES PAYABLE L

On july 26, 2000, thé Company secured a $5 million line of credit from another federally insured
- institution at a variable interest rate that adjusts to' LIBOR plus 200 basis points. Each draw is
~ separately negotlated with respect torate and term. The outstanding balance at June 30, 2003 and -

June 30, 2002 was $2,500,000 and $4,900,000, respectlvely The line was extended in July 2003 for .
“an additional year and can bé extended mdeflmtely The line is secured by all of the Company s

stock in the Bank. ‘

On March 8, 2002, one of the éompany s subsidiariés ebtained a $3.4 million term loan from
_another federally insured institutiori to refinance the’ Company’s Solon headquarters .building.
- The note carries a variable interest rate that adjusts to LIBOR plus 230 basis points. The loan
. ~ matures on March 15, 2007 The 1oan is guaranteed by the Company -

Pr1nc1pa1 repayments on the n_ote are scheduled as follows: ,. - . {‘ ‘
2004 . $ 78900
£ 2005 . 85,470 -
2006 S 92,520 - S
- 2007 IR _ 3,058,260 - B
© 7 $3315150.
} - - -
,
_(Continued)
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: 'PVF CAPITAL CORP. AND SUBSIDIARIES.
_ . NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
BRI " Years ended June 30, 2003 2002 and 2001

NOTE 10 - EEDERAL ENCOME TAXES

" < The prov151on for federal income taxes differs froin the amounts computed by applying the U.S.
~ federal income tax statutory rate to income before federal income taxes. These d1fferences are
reconcrled as follows T : \ 7 ol

. : 203 20w 2001 -
- ) Amount % Amount - % . Amount %
Compnted‘expeated tax . $4,277,077 35.0% $3,783,_018 35.0% $3,500,410 35.0%
Decrease in tax resulting from: SN S '
Benefit of graduated rates  (100,000) (10)  (100,000) (1.0) ~ (100,000) = (LO)
| Taxcredits . (111646) (09 (111,646) (10)  (111646) (L1)© -
Other,net - _58333¢ 06 __ 63941 06 _-765%8 . 08
o ' S  $4123,764~33.7% 53[635,313 33, 6% $3365292  33.7%

The net tax effects of temporary differences that give rise to srgmflcant portions of the deferred tax
‘assets and liabilities at June 30, 2003 and 2002 are: '

2003 ' ’2002.
 Deferred tax assets: : . - ‘ , .
Loan loss and other reserves o $ 1,294, 629 $ 1,345,883
Deferred Compensation ' o S 426,964 428,385 -
Unrealized gains on loans held for sale - T . 364,130 ) 91,637
- Other . - : o 36,909 - 25737
Total gross deferred tax assets ‘ 2,122,632 1,891,642 -
Deferred tax liabilities: ) o — o= T
'Deferred loan fees, net = - S ' . 358,953. 309,847
FHLB stock dividend o ' 1,187,603 1,034,365
Originated mortgage servicing asset . - 1,354,962 1,106,750
Fixed assets . . . o o 728,809 798,412
Other = o o 187,666 - 193413
Total gross deferred tax liabilities ° . 3,817,993 3,442,787 - -
" Net deferred tax liability o : $ (1.695,361) . $_(1,551,145)

A valuation allowance is established to reduce the deferred tax asset 1f it is rnorellkely than not
that the related tax benefits will not be realized. In management s opinion, it is mare likely-than-

. ‘not that the tax benef1ts will be realized; consequently, no valuation allowance has been
- established as of June 30, 2003 or 2002. : '

(Continued)




PVE CAPITAL CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended ]une 30, 2003 2002 and 2001 -

!

NOTE 10- FEDERAL INCOME TAXES (continued)

. Retained earnings at June 30, 2003 include approximately $4,516,000 for which no provision for
federal income tax has been made. This amount represents allocations of income during years
“prior to 1988 to bad debt deductions for tax purposes only. These qualifying and nonqualifying
base year reserves. and supplemental reserves will be recaptured into income in the event of
certain distributions and redemptions. Such recapture would create income for tax purposes only,.
which would be subject to the then current corporate income tax rate. Recapture would not occur
,upon the reorganization, merger; or acquisition of the Bank, nor if the Bank is merged or

hqu1dated tax-free into a bank or undergoes a charter change. If the Bank fails to qualify as a bank. .

.~ or merges into a nonbank entity, these reserves will be recaptured into.income. P

- The favorable reserve method prevmusly afforded to thrlfts was repealed for tax years beginning
after December 31, 1995. Large thrifts weére required to.switch to the specific charge-off method of -

section 166. In general, .a-thrift is required to recapture the amount of its- qualifying and .

: 'nonquahfymg reserves in excess of its qualifying and nonquahfymg base year reserves. The Bank
has no such excess reserves to recapture

'NOTE 11'-LEAS;ES.

The Company leases certain prermses from unafﬁhated partles Future minimum paymenfs ’
under noncancelable operating leases: with _initial or remammg terms of one year or more
consisted of the followmg at ]une 30 2003

Year Endmg June 30,

2004 - - - IR $ 581,014

. 2005 . c e | R 464,491
2006 o - : - : 374,602 - -

» . 2007 -+ o o A 374,602

~. - . 2008 : T - ' _ : 338,874

- Thereafter T . ©___ 702,739

S Total'mjmm‘um lease paym‘enté . ‘ - ' i 258365322

—

Durmg the years ended ]une 30, 2003, 2002, and 2001 rental expense was $647 596 $555 030 and -
$809,169, respechvely T .

(Continued) S C
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PVF CAPITAL CORP. AND SUBSIDIARIES ,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-
- Years ended June 30, 2003, 2002 and 2001

' NOTE 12-- COMMETMENTS AND CONTENGENCKES -
A
In the normal course of busmess, the Bank enters into commitments with off-balance sheet risk to
meet the financing needs of its customers. Commitments to extend credit involve elements of
credit risk and interest rate risk in exeess of the-amount recognizedin the consolidated statements
' of financial condition. The Bank's exposure to credit loss in the event of nonperformance by the
other party to the commitment is represented by the contractiual amount of the commitment. The

Bank usés the same credit policies in making-commitments as it does for on-balance sheet '

instruments. Interest rate risk on commitments to extend credit results from the possibility that
" interest rates may have moved unfavorably from the position of the Bank since the time the
commitmeht was made. : : ‘ -

. Commitments to extend credit are agreements to lend to a customer as long as there is ho
" violation of any condition established in the contract: Commitments generally have fixed
expiration dates of 60 to 120 days or other terminatiorr clauses and may require payment of a fee.

Since some of the commitments may expire without being drawn upon, the total commitment

amounts do not necessarily represent future cash requlrements

‘The Bank evaluates each customers credrtworthmess on a case-by-case basis. The amount of
collateral obtained by the Bank upon extension of credit is based on management's credit
evaluation of the applicant. Collateral held is generally residential and commercial real estate. . .

The Bank's lending is concentrated in Northeastern Chio, and as a result, the economic conditions

and market forreal estate in Northeastern Chio could have a significant impact on the Bank. : -
At Jurie 30, 2003 and 2002, the Bank had the following commitments:

Co o 20m 2002

~ Commitments to sell mortgage loans in the secondary ‘market $89,630,300 $25,_733,000 ’
‘Commitments to fund variable mortgage loans - : 12,669,150 - 14,173,479
Commitments to fund f1xed mortgage loans oo ) o 66,782,101 30,247,388 -~

The ﬁxed Tate loan comrnitm_ents have interest rates ranging from 3.75% to 7.125%.
There are pendmg agamst the Company various lawsuits and claims whrch arise in the normal
course of business. In the opinion of management,.any liabilities that may result from pendmg
lawsuits and clarms will not materially affect the f1nanc1a1 pos1t10n of the Company.

- (Continued)
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PVF- CAPITAL CORP. AND SUBSIDIARIES
‘NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -
Years ended ]une 30, 2003, 2002 and 2007

~

NOTE 13- REGULATORY CAPITAL

A

~ The Company is subject to various regulatory capital requirements administered by the federal
banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory
and possibly additional discretionary actions by regulators that, if undertaken, could have a direct
. material effect on the Company's financial statements. Under capital adequacy.guidelines and the
regulatory framework for pronipt corrective action, the Company must meet specific capital
guidelines. that-involve quantitative measures of the Company's assets, liabilities, and ‘certain
_off-balance-sheet items as calculated under regulatory accounting -practices. The Company's

, - capital amounts and classification are “also subject to qual1tat1ve judgments-by the regulators

: about components, risk weightings, and other factors. .

- Office of Thrift Supervision (OTS) regulations requires sawings instititions to maintain certain’
minimum levels of regulatory capital. An institution that fails to comply with its regulatory
capital requirements must-obtain OTS approval of a capltal plan and can be subject to a capltal
directive and certain restrictions on its operations. At June 30, 2003, the minimum regulatory
capital regulatlons require institutions to have equity capital to total tangible assets of 1.5%; a

" _minimum leverage ratio of core (Tier 1) capital to-total adjusted tangible assets of 4.0%; and a

minimum ratio of total capital to risk weighted assets of 8.0%..At June 30, 2003 the Bank exceeded
all of the aforementloned regulatory capital reunrements

Regulahons limit capital distributions by savmgs mshtuhons Generally, capital distributions are
-~ limited to undistributed net income for the current and prior two years. At June 30, 2003, these
lmutauons are not expected to prevent the company from paymg its normal cash d1v1dends

z

" The most recent not1f1cat10n from the Office of Thrift Superv1sron categorized the Company as

~ well capitalized under the regulatory framework for prompt corrective action. To be categorized

as well capitalized the Company must maintain. minimum total risk-based, Tier 1 risk-based, and
Tier 1 leverage ratios as set forth in the table. There are no conditions or events s1nce that
: notrfrcatron that management believes have changed the mst1tutlon s category




. PVF CAPITAL CORP. AND SUBSIDIARIES | |
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ~ ~ -~ - B
 Years endéd June 30 2003, 2002 and 2001 : |

NOTE 13 REGULATOR‘Y CAPITAL (Contmued) T —

'At June 30, 2003 énd 2002, the Bank_ was in compliance with regulatory capital requirements as set
forth below (dollars in thousands): , '

- .Core/ . Tier-1 Total
Equity Leverage Risk-Based Risk-Based
Capital  Capital Capital - Capital
]une 30,2003: o o , _ o :
GAAP cap1ta1 oo - $ 57,656 57,656 57,656 57,656
Nonallowable component . - = -° - (108) (108). (108)
”  General loan valuation allowances . - - \ - - 3648
Regulatory capital 57,656 57,548 57,548 61,196
Total assets A 74405 744105 744,105 - 744,105
Ad]usted ‘total assets ‘ ‘ - 743,997 . - -
Risk-weighted assets - .- 535,618 535,618
Actual capital ratio 7.75%. 773% 1074% - 11.43%
. Regulatory requirement for Cap1ta1 o S '
adequacy purposes ‘ 1.50%  * 4.00% . - 8.00%
Regulatory capital category -
well-capitalized - o - s _
equal to or greater than . . - 5.00% 6.00%  10.00%
. Core/ Tier-1 Total \
* Equity Leverage Risk-Based Risk-Based
| : - Capital  Capital  Capital . Capital
June 30, 2002: ' o o L o S
GAAP capital - ' o ' 53,553 - 53,553 53,553 © 53,553
- Nonallowable component = - . S-S (159) (159) (159)
General loan valuation allowances - - - 3,872
Regulatory capital ‘ 53,553 , 53394 = 53,394 57,266
Total assets . 67717 677517 677517 677,517
" Adjusted total assets - - 677,358 A -
Risk-weighted assets . ' ) - ‘ " 492,378 492,378 !
Actual capital ratio - : 7.90% 788% 10.84% 11._63%
" Regulatory requirement for capltal - : ’ ) :
adequacy purposes. - 1.50% - 4.00% . . 8.00% -
Regulatory capital category - . . o S e
well-capitalized - . . o ‘ L .
equal to or greater than ' " o \ 500%  6.00% . 10.00%

(Co'ntinued}
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- Years ended ]une 30, 2003 2002 and 2001

NOTE 14 - RELATED PARTY TRANSACTIONS

Loans to pn_nc1pal off1cers, directors, and their affiliates in 2003 were as follows.

Beginning balance - -$ 467,000
New Loans -~~~ . o 3,110,000 e
Repayments . ) ' . ~_(1,803,000) -

Ending balance . _ L $ 5.,7774=000'_

NOTE 15.STOGK OPTIONS.

The Bank offered stock optlons to the dlrectors and oftficers of fhe bank under a 1992 plan, a 1996
plan and a 2000 plan } . N

All of the options authorized under the 1992 have been granted and exerc1sed The options
granted under the 1996 plan are exercisable over a ten-year period, with a vesting period ranging
from zero to f1ve years as stated in the individual option agreements. The options granted under
* the 2000 plan are exercrsable over a ten- -year period and can be exerc1sed at any time. -

Optlons were' granted at fau: market Value and, accordrngly, no charges were reﬂected in
compensation and benefits expense due to the granting of stack options. The excess of the option
price over the par Value of the shares purchased through the exercise of stock options is credlted
to addltronal paid in cap1ta1

A summary of the activity in the plan is as fdthws:

T Co2003 - 2002 . 2001 -

‘Average . Average Average
- Option . Option‘.  Option
, Shares Price  Shares- Price . Shares Price
Outstandmg begmnmg of year . 385799 §$827 553,029 $4.90 4;90,936 $4.21
Exercised - , - (66,095) 551 (239,588) 1.95 (27,683). 1.38
Explred : ' - . (G018 972 . - - -
Granted - . 53240 1031 72358 896 . 89776 - 7.87.
Outstanding end of year : o 367,926 “$838 385799 $827 553,029 $4.90°
Exercisable end of year . 264622 $7.99 - 227,775 $7.67 444,109 $4.12
Weighted average fair value | - o o . ‘
of options granted during the year .~ - . $355 -~ - $3.68 - $3.43
(Contrnued)
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- -NOTE 15 - ST@CK OETIONS (Continued)

Optlons outstanding at ]une 30, 2003 were as follows: '

-

N o ' - Outstandmg- < . Exercisable
. L Weighted Average - - _+ . Weighted -

Rangeof " Remaining ‘ . ) ‘ . Average

Exercise . Contractual - S Exercise . .
- Price _ , Number Life -~ Number -~ Price

$5.63 - $7.37 110,943 503 ‘ 110,650 - - - $6.66

$7.38 - $9.19 176771 - 6.11 : 107,160 835

$939-$1126 - - 80212 765 . 46812 - 1031 - |
~ Total - 367,926 - 612 . 264,622 - $7.99 : ]

N@TE 16- EARNINGS PER SHARE. L
.\' The followmg is a reconc1hat10n of ba51c earmngs per share to \dﬂuted earmngs per share For the -
years ended June 30: o \

o SR~ o o : ' Per-Share .
oo " Net Income Shares . Amount
© Basic EPS: o o o o
Income available to common shareholders $ 8,096,456 6,368,231 $ 1.27
Dllute effects of assumed exercises of stock options ) = 100,648 .02
" Diluted EPS: ‘ - -
. Incoz_ne available to common shareholders - % 809,456 _6468879 $ 1.25
, : v
. . ‘ Per-Share
) Net Income Shares - = Amount
Basm EPS: ‘ ‘ o . S ‘
Income avallable to common shareholders : - % 7,173,309 6,376,256 % 112
Dilute effects of assumed exercises of stock optlons - 166,480 0.03
} Diluted EPS: = ) . ' » ~ A
Income available to. common shareholders v ©$ 7173309 6,542,736 $  1.09

(Cohtiriued)
16 |
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- Years ended ]une 30, 2003, 2002 and 2001

- NOTE 16 EARNENGS PER SHARE (Contmued) , | 2

, _
. . - Per-Share
j Net Income Shares Amount
"Basic EPS : ‘ N Co . ' o ) S
~ Income available to common shareholders - $ 6635878 6309752 - $ 1.05.
Dilute effects of assumed exercises of stock ophons - 214,213 0.03
Diluted EPS : S _ o S
Income available to common shareholders o $ 6635878 | 6523965 . 102

| No optlons were anti-dilutive for the years ended ]une 30, 2003, 2002 or 2001 as the market pr1ce
.in all cases was greater than the exercise price.

NOTE 17 - FAIR VALUE OF FINANCEALENSTRUMENTS - .-

The estimated fair value amounts have been determined by the Bank using available market

* information and appropriate valuation. methodologies. However, considerable judgment is

' necessarﬂy required to interpret market data to develop the estimates of fair value. Accordingly,

"the estimates presented herein are not necessarily indicative of the amounts the Bank could

realize in a current market exchange. The use of different market assurﬁptions and/or estimation
methodologles may have a mater1al effect on the esnmated falr value amounts.

 June30,2003 . June30,2002
Carrying - Estimated Carrying Estimated
-+ Amount FairValue Amount Fair Value -

, ‘ {(in thousands) - R
Assets: : : ' - N T
" Cash and amounts due from dep051t0ry o S
institutions: -~ - . % 9755 * 9,755 4,527 4,527 - -
Interest- bearm% deposits L t . 3,946 3,946 1,737 1,737
Federal funds sold - : - 83,050 83,050 - . 8,050 - 8,050
Securities held to maturity =~ T - 33 33 55121 - 55,752
v Mortgage -backed securities held to matunty 2,965 3,032 7,297 7,501
- Loans receivable held for: _ ‘ : R )
Investment, net - 579,671 596,515 563,551 597,488 -
Sale, net - ‘ e . 33,604 34,380 -11,680 11,940 .

Fs

Federal Home Loan Bank stock ) . ’ 10,396 - 10,396 . 9,948 . 9,948'

o

(Continued)
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1

N@TE 17 - FAIR "VALUE OF lFlNANClAlL ENSTRUMENTS (Contmued)

June30,2003 . June 30,2002

A o - Carrying Estimated Carrying Estimated - -

Amount Fair Value Amount _-Fair.Value
~ (inthousands)

L1ab1ht1es

Demand deposits.and passbook savmgs - $(124,263)  (124,263) (108,072) . " (108,072) .
Time deposits (402,166)  (410,934) (371,600) . (376,534)
Advances from thé Federal Home Loan - » _— o o

Bank of Cincinnati . ' i (120,123)  (131,958) - (120,740) - .(125,206)
Notes payable . o - (5815) -(5,815) - (8,288). - (8,288)

Cash and ainounts due from deposztory mstztutzons interest bearmg deposits, and fedeml funds sold The
carrymg amount is a reasonable estimate of fair value because of the short _maturity of these.
mstruments B

Securities and.- -mortgage- -backed securities. Estimated fair Value for secuﬂtles and mortgage-backed
securities is based on quoted market pnces

Loans recewable held. for investment and held for sale. For loans receivable held for sale, fair Value is
estimated using the’ quoted market prices for securities backed by snmlar loans, adjusted for -
differences in loan characteristics. For performing loans receivable held for investment, fair value
is. estimated by discounting contractual cash flows adjusted for prepayment estimates using
discount rates based on secondary market sources adjusted to reflect differences in servicing and
¢redit costs. For other loans, cash flows and maturities are estimated based on contractual interest
rates and historical experience and are dlscounted usmg secondary market rates adjusted: for
dlfferences in serV1c1ng and credit costs. - :

. Fair Value for s1gmf1’cant nonperforrmng loans is based-on recent external appraisals. If appraisals
are not available, estimated cash flows are discounted using a rate commensurate with the risk
associatéd with the estimated cash flows. Assumptions regarding credit risk, cash flows, and

-discount rates are judgmentally’ determmed using available market mformat1on and spec1f1c .
borrower mforma’aon . _ ) . . ‘

Federal Home Loan Bank stock: This item is valued at cost, whlch represents redemptmn Value and
approx1mates fair Value . v . -

(Continued)
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. NOTE 17 FAIR VALUE OF HNANCIAL INSTRUMENTS (Contlnued)

.Demand deposzts and time deposzts The fa1r value of demand dep051ts, savings accounts, and certain
money market dep051ts is the amount payable on demand at the reporting date The fair value of

fixed- matunty Certlflcates of deposit i is esnmated usmg d1scounted cash flows and rates currently
offered for dep051ts of similar remalmng matur1t1es : '

- Adwznces from the Federal Home Loan Bank of Cincinnati. The fair value of the Bank's FHLB debt is
estimated based ' on the current rates offered to the Bank for debt -of the same remammg
'maturltles » : o L -,
Notes payable. The carrymg value of the Cornpanys Vanable rate note payable is a reasonable
estimate of fair value based on' the current incremental borrowmg rate for similar types of’
, -borrowmg arrangements. - ‘

S

Off-balance sheet mstruments The fair value of commitments is estimated usmg the fees currently
- charged .to enter smular agreements, taking into account the remaining terms of the agreements-
‘and the counterparties' credit standing. For fixed-rate loan commitments, fair value also considers
“the difference between current levels of interest rates and the comrnitted rates. The fair value of
undisbursed- lines of credit is based on fees cuirently charged for similar’ agreements or on -
estimated cost to terminate them or otherwise settle the obligations with the counterparties at the

reporting date., The carrying amount and fair ‘value of off-balance sheet mstruments is not
s1gru_f1cant as of June 30, 2003 and 2002 '

[
[

NOTE 18- PARENT COMPANY

The following ate condensed statements of financial condition as of June 30, 2003 and 2002 and
‘related condensed statements of ¢ opera’aons and cash ﬂows for the years ended ]une 30, 2003, 2002 .
and 2001 for PVF Capital Corp ' :

CONDENSED STATEMENTS OF FINANCIAL CONDITION i . -
‘ 2003 12002

Cash and amounts due’ from depos1tory mstrtunons o "$ 19459 $ 106,598
Prepaid expenses and other assets P ‘ 1,422,778 1,701,403
Investment in subsidiaries. . o T 59,802,552 55,409,326
, Total assets . B $ 61,244,789 $ 57,217,327
Accrued expenses and other 11ab1ht1es o S o $ .141,653 $- - 18,749
Note payable S o \ 2,500,000 4,900,000 |
‘Stockholders' equity ' X ' _ ‘ 58,603,136 _ 52,298,578

Total liabilities and stockholders equ1ty : . - $61.244,789° $:57,217,327

[
~

(Continued) R
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NOTE 18 - PARENT COMPANY (Continued) |

CONDEN SED STATEMENTS OF OPERATIONS

2003 T 2002 2001
Income:” ‘ ' L - .
Mortgage banking activities - . % 88,602 © $ 142140 $ 213,171
Dividends from subsidiaries- ) - 3,950,000 1,545,000 350,000
Other, net ‘ S ' - - - -
" - 4,038,602 1,687,140 _ 563,171
Expenses: ' : _ ' . SR
Interest expense - - S 137,483° 276,418 304,688
-General and administrative . ©  © - - - 284,890- 214,296 184,532
RS v 4:373 490,714 489,220
~ (Loss) income before federal income taxes and R ' o ' -
equity in undistributed net income of 7 - .
subsidiaries - o - - 3,616,229 1,196,426 . . 73951 k
Federal i income tax benefit - B o 112,615 116,951 .. 93,856
(Loss) income before ¢ eqmty in undistributed . CTT -
; net income of subsidiaries 3,728,844 1,313,377 167,807
- Equity in undr:mbuted net mcome of subsidiaries 4,367,612 5,859,932 6,468,071
: Netincome o $ 8096456  $7173,309  $°6,635,878
CONDENSED STATEMENTS OF CASH FLOWS : C ’
Operatihg activities: o o ' o )
Netincome =~ . - ) 4 . T % 8096456 $ 7173309 $ 6,635,878
“Equity in und1str1buted net income of subsidiaries (4,367,612) © (5859,932) . (6,468,071)
Repayment of advance fromr sub51d1ary , - . .440,000 1,615,873 -10,175,000
Other, net ~ ' o (38,471) (33,581) _ (6,890,112)
" Net cash prov1ded by (used m) operatmg ' - A -
activities _ _ . __4130373 -_2,895669 .. 3452695 -
’ Investmg activities: ) ‘ ) ' :
- Invesfment in Parkview Federal Savmgs Bank - - L - (500,000)-

Net'cash used in investing activities » - .- _(500,000)-

o - _ (Continued) :
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. NOTE 19 -EMPLOYEE BENEHT PL‘AN S

”PVF CAPITAL CORP. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS |

Years ended June 30,2003, 2002 and 2001

NOTE 18 - PARENT COMPANY (Continued)

Financing activities:

(3,050,000)

Repayment on note payable ‘(2,400,000) - (1,400,000)
Proceeds from note payable : PR |3,25(),0010 ' o
Proceeds fromi exercise of stockloptions‘ .~ 162,307 142,377 38,405 .
“Cash paid in lieu of fractional shares - - : Lo
Dividends paid (1,654,844)  (1,536,424)  (1,378,774)
Purchase of - Treasury stock - (324,975) _(1,639,602) (189,437)
Net cash prov1ded by (used 1n) fmancmg activities (4217,512) - _(2,833,649) (2,929,806)
"Net increase (decrease) in cash and ‘ Co
. cashequivalents =~ -~ / (87,139) © 62,020 22,889 -
Cash and cash equivalents at beginning of year - 106,598 44,578 21,689 -
Cash and cash equlvalents at end of year 8 19459 . $ 106598 $

~

' 401(k) Savin ings Plan: Employees whoo have reached ége 18 and have completed one year of -

eligibility.service are eligible to participate in the Company's 401(k) Savings Plan. The plan allows
ehglble employees to contribute up to 15% of their compensation with the Company matchmg up
- to 50% of the first 4% contributéd by the employee, as determined by the Company for the
' contribution period. The plan also permits the Company to make a profit sharlng contribution at
“its discretion up to 4% of, the employee's compensat1on Part1c1pants vest in the Company s
-contributions ratably over sn} years. :

~

The total of the'Company's matchmg and profit sharmg contr1but10n cost related to the plan for B

the years ended ]une 30, 2003, 2002, and 2001 was $104,094, $89,966, and $83,255, respectively.

~ Supplemental Executlve Retiremient Plan; During ﬁsCal year ZQQO, the Company establisvhed a
'Supplemental Executive Retirement Plan (SERP) to provide additional retirement benefits to

participating executive officers. The SERP was adopted in order to provide benefits to such

executives whose benefits are reduced under the Company’s tax- -qualified benefit plans pursuant
~ to limitations under the Internal Revenue Code. The SERP is subject te certain vesting provisions,
“and provides that the executives shall receive a supplemental retirement.benefit if the executive’s
employment is terminated after reaching the normal retirement. For the year ended June 30, 2003,
2002, and 2001, the Company recogruzed expense under the SERP of $401 400, $223, 800 and
$201,000, respectlvely : :

<

44,578 -

'A(Coritinued)o,\' | N o
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NOTE 2@ SELECTED QUARTERLY HNANCJIAIL DATA {UNAUDHTED)

Y ’ ¥

The followmg is a summary of the unaudited consohdated quarterly results of operahons for 2003
and 2002 (in th ousands of dollars, except per share data) @

Quarters For the Year Endedjune 30 2003

First . + Second Third _Fourth-
Interest income . % 11,404 . 11,299 10415 10,364
Interest expense © .. __58%5 5317 - 4740 - _ 4,764
- Net interest income - 5579 - 5,982 - 5,675 - 5,600
Provision for losses on loans . , -0 0 0 : 0
Noninterest income o750 1,838 © 1597 1,708
Noninterest expense . \..3801 4412 4114 4181
- Income before taxes . . 2528 3,408 3,158 . 3,127 -
Federal income taxes . , . 840 1,151 1,064 - 1,069 '
~ Netincome 0§ 1688 __ 2257 © __ 2094 __ 2058
' Basicearningspershare(2) . © . $ 026 035 __ 033 _ 033 - |
Diluted earnings per share (2) $ 025 __035 032 . __ ' 032 v
~ Quarters For the Year Eudediune_30, 2002
~ First Second -~ Third . Fourth
Interestincome . . - C$12889 12715 - 11611 11,599
. Interestexpense = 7,884 7005 . - 6231 5,940
Net interest income - . 5005 . . 5710 5380 5659 .
Provision for losses on Ioans S 28 50 - 155
" Nohinterest income .- . . 78 - 1070 . 870 - 1,030
Noninterest expense - 3159 _ 3,732 3548 -~ 3700
Income before taxes 2502 - 2,820 2,652 Y 2,834 .
* Federal income taxes - 832 . 977 889 938, .
* Net income ‘ $ 1671 1843 1763 .~ 18% -
Basic earnings per share (2) .- % 02 - __029 0.27 030
Diluted eatnings per share (2) .~ $. 025 0.28 026 ~_° 029
' Lo .

AN

(1) The total of the four- quarterly amounts may not equal the full year amount due to
roundmg .

. @ After glvmg effect to-a 10% stock d1v1dend declared on July 25 2002 and 1ssued on
" August 30, 2002 and a 10% stock dividend, declared on June 24, 2003 and 1ssued on
August 29, 2003. X - -

-
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