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Corporate Profile

Summit Bancorp, Inc. is a bank holding company formed in May, 1992. Its wholly-
owned subsidiary, Summit Savings Bank, is a Washington state-chartered stock savings
bank serving Western Washington, with Banking Centers in Bellevue, Bellingham and
Tacoma. In December 1991, Summit Savings Bank, which was organized in 1981, completed
a charter conversion from a state-chartered savings and loan to its present charter. Summit
Savings Bank’s principal business is attracting savings deposits from the general public and
originating mortgage loans for purchase, refinance or construction of residential properties.
Summit Bancorp, Inc. common stock trades over the counter and is listed on the NASDAQ

National Market System under the symbol SMMT.
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FINANCIAL HIGHLIGHTS

Year ended June 30 / Dollars in thousands 1992 1991 1990
(except per share data)
Total assets $163,646 $131,232 $113,339
Loans receivable and mortgage-backed securities 137,898 115,506 94,296
Deposits 135,282 93,959 81,586
Advances from Federal Home Loan Bank 2,000 11,600 7,600
Shareholders’ equity 12,377 10,232 8,859
Book value per share 6.13 5.09 441
Tangible equity to assets 7.2% 7.8% 7.8%
For the year ended June 30,
WEIGHTED AVERAGE YIELD:
Loans and mortgage-backed securities 9.60% 10.27% 11.08%
Cash and investments 6.38 746 8.52
Combined 9.29 9.97 10.54
WEIGHTED AVERAGE COST OF FUNDS:
Deposits 597 7.66 8.55
Borrowings 9.03 9.60 9.99
Combined 6.54 8.08 8.89
Interest rate spread 2.75 1.89 1.65
Net interest margin 293 2.46 2.05
Net income before federal income tax expense

and extraordinary item $ 3,354 $ 1,485 $ 553
Federal income tax expense 917 80 -
Extraordinary item, net of tax (327) (39) -
Net income 2,110 1,366 553
Net income per share 1.05 .68 42
Real estate loans originated and purchased 267,769 161,401 100,638
Return on average assets 1.50% 1.12% .50%
Return on average shareholders’ equity 18.75 14.57 9.40
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To Our Shareholders

The year ended June 30, 1992 was eventful, challenging and very successful for
your company. The theme of our fiscal 1992 annual report is balance, and we believe that a
superior balanced performance is evident in the results presented in the report.

Net income for the year increased 54% to a record $2,110,000 compared to
$1,366,000 in fiscal 1991, and earnings per share improved to a record $1.03 compared to
$.68. This is the second consecutive year in which we have posted record profits. Return on
average equity for fiscal 1992 was 18.75% and return on average assets was 1.50%. Both of

these key ratios compare favorably with the top performers in our industry. Assets grew

25% from $131 million to $164 million and deposits increased to $135 million at June 30,
1992 from $94 million one year earlier. Our risk based capital ratio was 14.43% at June 30,
1992, well above the 8% requirement that all banking organizations must maintain when
the new capital standards are fully phased in at the end of 1992.

Summit’s mortgage banking business continues to be highly successful. Loan
production for fiscal 1992 was a record $268 million, an increase of 66% over fiscal 1991’s
previous record of $161 million. The loan portfolio increased 20% to $110 million at June
30, 1992 from $92 million at June 30, 1991. The quality as well as the quantity of the Bank’s
assels improved during the year. Non-performing loans as a percentage of total assets
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decreased 10 .69% from the previous year’s 1.33%. Additionally, our coverage of non-
performing loans by our loan loss reserve increased to 177.65% from 51.5% at June 30, 1991.
Loans delinquent 60 days and over decreased to .39% of total loans as compared to 2.70%
last year. The relative level of loans on non-performing status and the delinquency ratio are
indicative of the quality of a bank’s loan portfolio. We are gratified by the level of credit
quality we have attained and will work hard to maintain it.

During the year, we achieved a number of our strategic objectives. In December we
converted o a state-chartered savings bank from a state-chartered savings and loan. In May

we formed a bank holding company with the name Summit Bancorp, Inc. which is the

parent of Summit Savings Bank. The new corporate structure allows us additional flexibility

as we pursue our growth plans, particularly if we consider the acquisition of an institution
with a different charter or business focus, such as a commercial bank. Regarding growth of
our company, this June we were successful in completing the purchase of the Bellingham
and Tacoma branches of Cascade Savings Bank. Core deposits at the two branches, which
we are operating as full service Banking Centers, totaled over $34 million at the time the
transaction closed. Whatcom County, where Bellingham is located, represents a rapidly
growing market with a secure diversified economic base. Tacoma is the second largest city
in the State of Washington and is located in Pierce County which is already the source of a

significant amount of our FHA and VA mortgages. We are pleased to be a part of these
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communities and look forward to contributing to and participating in their economic
growth. We believe that the actions taken last year to improve our corporate structure and
to expand our market area add a great deal to the value of the Summit franchise.

We wish to thank our officers and staff for their extraordinary efforts. They are
primarily responsible for our fine year and represent the real strength and promise of our
company. We also thank our loyal customers for choosing Summit. We continually remind
ourselves that they are the reason we exist.

Going forward, we maintain our quest for superior balanced performance.
Financial strength, profitability and growth coincident with the highest quality customer
service are the key features of this concept. As always, please contact us with your
comments and suggestions and, if possible, plan to attend our annual meeting which is
scheduled for Thursday, November 5, 1992 at 3:00 p.m. at the Bellevue Hilton located at
100 112th Avenue NE, in Bellevue, Washington.

Thank you for your continued support.

Sincerely,
James F. Grabicki John D. Cadigan
President and Chief Executive Officer Chairman of the Board
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Summit Savings is committed to creating share-

holder value through balanced, consistent and profitable

growth. For some time now, we have realized the value of

a business strategy that keeps things simple and sticks to

the basics.

We serve our customers with a wide array of com-

petitive residential and consumer lending products and a

simple, but high quality, menu of savings instruments. Our

competitive edge is the unequivocal
commitment to superior customer
service by each of our employees.

The Western Washington
region where we do business has
diversified its economic base signifi-
cantly in recent years. Aerospace
and forest products remain very
important, but added to the overall
economic mix has been significant
growth in high technology,
computer software, tourism and
international trade.

The natural amenities our
area offers have attracted companies

wishing to provide their employees

with a healthy and rewarding work environment. Retirees

seeking a high quality of life, balanced with needed

services, have also chosen our area. Western Washington

is a great place to work and to live.
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Summit Savings Bank's
savings represenlatives
like Jennifer Larson,
below, are given both the
responsibility and the
management support it

Lakes to creale salisfied

savings customers.
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Deposit Growth Total Assets Net Income
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A Summit employs a strategy of creating a competitive

edge through superior customer service combined with quality
products. We have consistently been able to generate deposit
growth through a staff of personal bankers we refer to as our
Financial Services Specialists. Our team is made up of intelligent,
personable and well-trained bankers. These Financial Services
Specialists succeed by both knowing and meeting the banking
needs of their clientele.

The recent acquisition of Bellingham and Tacoma offices
gives us the opportunity to further capitalize on our refined and
proven strategy of customer service-oriented marketing. Now
our team of seasoned professionals is able to execute our proven
programs in new markets. Summit Savings has consistently

Summit Savings

Bellenue Bankine received high marks for service in customer surveys. Our team’s

Y e efforts are rewarded with customer loyalty, repeat business and new
A i

i customer referrals.
clearly visible from the

PR— Summit Savings income growth over the past two years

is evidence of the application of sound business strategies in an

405 corridor.

atmosphere that has included a stable regional economy, housing
growth and favorable interest rates.
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Lending opportunities in Western Washington continue
to reward our strategy of concentrating on single-family home
lending. Our basic products include loans for purchase, construc-
tion and remodeling. We continue to achieve a high degree of
success in the area of providing affordable housing, having been
recognized by Federal regulators as “Outstanding” in our last
Community Reinvestment Act (CRA) review. We market our
loan products through our banking centers as well as through a
trusted network of experienced wholesale mortgage companies
and correspondent relationships.

Summit Savings has steadily improved its asset quality.
Solid business strategies combined with prudent underwriting
policies have rewarded us with a strong portfolio that we are
committed to maintain.

While 1992 brought substantially increased loan volume,
we were also successful in achieving increased efficiency making
that volume more profitable. Our inherent flexibility together
with the experience of our staff and the ability of our manage-
ment team to respond to opportunities resulted in our processing
a record number of loan applications. Revenues increased signif-
icantly more during fiscal 1992 than did the expenditures neces-

sary to generate those revenues.
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The Bellingham
Banking Center gives
Summit Savings a
strong presence in the
expanding IWhatcom
County market.
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Summit Savings Tacoma
Banking Center gives us the
apportunity to provide our
services {o the banking

customers of Washington's

second largest city.
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Our goal is to be the banking customer’s first
choice when it comes to home loans or savings needs. To
achieve that goal, we must rely on our people. That is why,
at Summit Savings Bank, we have created a bank of which
we are proud and an atmosphere in which our employees
can grow. Our expectation is that everyone associated with
Summit Savings Bank will continue to act with the dedica-
tion and pride evident in the past year’s results. With that,
we can be assured of
achieving the superior
balanced performance

we continue to strive for.

Residential lending is al the core of

Summit Savings Bank’s business.

Our custom construction loan officer
Dave Howard has been accused of
making a complicated process so easy,

it's boring.

& S 2 B S & T & Ok eS8



Management’s Discussion and Analysis of
Financial Condition and Results of Operations

GENERAL

Summit Bancorp, Inc. (“Holding Company” or “Bancorp”) is a bank holding company formed in May
1992. Its wholly-owned subsidiary, Summit Savings Bank (“Summit” or “Bank”), is a Washington state-chartered
stock savings bank serving Western Washington through three locations. Summit has two wholly-owned sub-
sidiaries, Summit Services, Inc. and Summit Capital Corporation. Summit Services, Inc. discontinued the sale of life

insurance and annuities in fiscal 1991 and currently serves to assist the existing customer base with these products.

Summit Capital is a finance subsidiary formed in fiscal 1988 to issue a collateralized mortgage obligation.

In December 1991, the Bank completed a charter conversion from a state-chartered savings and loan,
regulated by the Office of Thrift Supervision, to its present charter. Summit Savings Bank is now regulated by the
Washington State Division of Banking and the Federal Deposit Insurance Corporation (“FDIC”). The deposits of
the savings bank continue to be insured by the FDIC under the Savings Association Insurance Fund (“SAIF”).

In May 1992, the formation of a bank holding company, Summit Bancorp, Inc., was completed. Under
the reorganization, shareholders of Summit Savings Bank exchanged their shares for an equal number of shares of
Summit Bancorp stock. The Federal Reserve Bank (“FRB”) and Office of the Comptroller of the Currency (“OCC”)
have regulatory oversight of the Holding Company. A

In June 1992, two branches of Cascade Savings Bank, FSB were acquired. The branches, which are
located in Bellingham and Tacoma, Washington, were accounted for using the purchase method of accounting.

Deposits of $34.1 million were assumed in addition to $9.5 million of loans and the branch facilities and land. The 9
addition of the offices expands the Bank’s market area and provides opportunities to increase core deposits and to
generate loan production.

REVIEW OF FINANCIAL CONDITION

Total assets increased $32.4 million to $163.6 million at June 30, 1992, up 25% from $131.2 million at
June 30, 1991. Shareholders’ equity at June 30, 1992, was $12.4 million, a 21% increase over $10.2 million at June
30, 1991. Equity increased primarily due to net income of $2.1 million.

LENDING AND INVESTING ACTIVITIES

Loans receivable held for investment and held for sale totaled $110.2 million at June 30, 1992 compared
to $92.1 million at June 30, 1991. The 20% increase was largely due to increased loan production which totaled
$267.8 million for the year ended June 30, 1992, compared to $161.4 million for the prior year. Loan production for
the year consisted primarily of single-family loans for the purpose of purchasing new homes or refinancing existing
mortgages.
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In the third quarter of the fiscal year 1992, the Bank restructured its balance sheet in anticipation of the
acquisition of two additional branches. The restructure reduced total assets by $12.0 million and strengthened the
Bank’s capital ratios prior to the branch acquisition. Long-term fixed-rate mortgage-backed securities of $11.4:
million and U.S. Treasury Obligations of $1.2 million were sold for a gain of $567,000. This was offset by the early
repayment of $11.6 million of Federal Home Loan Bank (“FHLB”) advances which resulted in prepayment penalties
of $448,000. These penalties are shown as an extraordinary item net of their tax benefit of $121,000 (see Note S).

Mortgage-backed securities held for investment and for sale increased $4.2 million during the year. The
sale of mortgage-backed securities was offset by additions of $20.8 million. Mortgage-backed securities continue to
provide excellent quality of credit and yield enhancement to the investment portfolio, therefore, a portion of the
cash received from the branch acquisition was invested in these securities.

Debt securities increased $5.8 million during the year as the Bank added short to intermediate term U.S.

Treasury Obligations and Corporate Bonds in order to diversify its assets and shorten maturities.
DEPOSIT AND BORROWING ACTIVITIES

Deposits for the year increased $41.3 million; $34.1 million due to the deposits assumed with the branch
acquisition. Of the total deposits of $135.3 million at June 30, 1992, 7.1% were jumbo deposits. The Bank does not
have any brokered deposits.

Federal Home Loan Bank advances decreased from $11.6 million at June 30, 1991 to $2.0 million at June
30, 1992 due primarily to the restructure discussed above. The Bank utilizes low-cost short-term FHLB advances to
fund the temporary cash needs of its mortgage banking operation.

RESULTS OF OPERATIONS

The Bank earned net income of $2.1 million for the year ended June 30, 1992 compared to $1.4 million
and $553,000 for the years ended June 30, 1991 and 1990 respectively. Extraordinary items of $327,000 and $39,000
for 1992 and 1991 respectively reflect prepayment penalties on FHLB advances net of their tax benefit.

Net interest income after provision for loan losses was $4.0 million for fiscal 1992 compared to $2.8 mil-
lion and $2.0 million for 1991 and 1990 respectively. The increase of 41% from fiscal 1991 to fiscal 1992 was due to
increases in loans and mortgage-backed securities and to the steepness of the yield curve—the difference between
short-term rates paid on deposits and borrowings and the rates earned on the Bank’s loans and investments which
generally have longer maturities.

Interest on loans and mortgage-backed securities increased $990,000 during fiscal 1992, from $11.0
million at June 30, 1991 to $12.0 million at June 30, 1992. The increase from fiscal 1990 to 1991 was $1.6 million.
Total loans and mortgage-backed securities for 1992 increased $22.4 million. The additional interest income was
offset slightly by a decrease in average yields from 10.27% for fiscal 1991 to 9.60% for fiscal 1992, reflecting the
decline in interest rates during the year.

Interest and dividends from interest-bearing deposits, debt securities and FHLB stock decreased $135,000
for fiscal 1992 compared to 1991 and $708,000 during 1991 compared to 1990. Although there was little change in
average investment balances during fiscal 1992, short-term interest rates decreased significantly.
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Interest expense on deposits decreased $447,000 for fiscal 1992 compared to fiscal 1991, from $6.6 million
to $6.2 million. Although average deposit balances increased $16.7 million during the year, the average cost of
deposits decreased from 7.66% for the year ended June 30, 1991 to 5.97% for the year ended June 30, 1992.

Interest expense on borrowings decreased $186,000 during fiscal 1992 compared to 1991 and increased
$41,000 during fiscal 1991 compared to 1990. The decrease was primarily a result of the restructure (see discus-
sion above) which reduced borrowings by $11.6 million. Average balances on borrowings decreased by $615,000
during 1992. The average cost of borrowings decreased from 9.60% to 9.03% during the year ended June 30, 1992.
The $41,000 increase during fiscal 1991 was due to an increase in borrowings offset by a reduction in average rates.

Other income increased $1.3 million during fiscal 1992, from $2.2 million at June 30, 1991 to $3.4 million
at June 30, 1992. The fiscal 1991 increase over 1990 was $846,000. The increase during 1992 was primarily due to
two factors. The gain on securities sold during the restructure was $567,000 and the Bank’s mortgage banking
operation provided gain on the sale of loans of $2.3 million, a 50% increase over 1991.

Other expense increased $559,000 during fiscal 1992 compared to 1991 and $753,000 from fiscal 1990 to
1991. The increase in loan production expenses resulted from additional commissions paid on originations and the
additional support staff needed to maintain service levels. Compensation and benefits increased $322,000 during
1992 and $520,000 during 1991. Increases in data processing and other expense which includes shareholders'
expense, bank charges and printing and supplies, are attributable both to production activity and to one-time
charges related to the acquisition costs of the two branch facilities. Professional services had a net decrease of
$53,000 during fiscal 1992.

Provision for income taxes was $917,000 for 1992 compared to $80,000 for 1991 and zero for 1990. In
fiscal 1990, the tax bad debt deduction for fiscal 1987 was recalculated based upon interpretive rulings from the
Internal Revenue Service. This resulted in $1.8 million in additional tax losses which were carried forward and
used to offset book taxable income in fiscal 1990 and 1991 and a portion in fiscal 1992. These loss carryforwards

have now been fully used and tax is being provided for at normal rates.
LiQumiTy AND CAPITAL RESOURCES

The Bank’s sources of liquidity include generation of deposits, sales of loans into the secondary mortgage
market, FHLB advances and payments on loans and mortgage-backed securities. The acquisition of two full-
service banking centers has added additional opportunities for core deposit growth.

Proceeds from loan sales totaled $219.6 million for 1992 which, in conjunction with deposit growth and
loan and mortgage-backed securities payments, allowed record loan production of $267.8 million. Additionally, the
Bank has a credit line available with the Federal Home Loan Bank of approximately $33.0 million, which is used
primarily to fund short-term needs related to the mortgage banking operation.

The Federal Reserve Board and Office of the Comptroller of the Currency passed new capital require-
ments for bank holding companies in 1989. Effective December 31, 1992, holding companies must maintain a ratio
of tier one capital to risk-weighted assets of four percent. Tier one capital is comprised of equity less intangible

assets such as core deposit intangibles. Additionally, the Holding Company must maintain a ratio of total capital to

1
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risk-weighted assets of eight percent. Risk-weighted assets are the Bank’s assets after applying a risk factor of zero
to one hundred percent depending upon the risk associated with the type of asset. Total capital includes tier one
capital plus qualifying debentures and general loan loss reserves. AtJune 30, 1992, Summit Bancorp had tier one
capital to risk-weighted assets of 13.26% and total capital to risk-weighted assets of 14.43% which substantially
exceeds all requirements.

Management has considered the impact of inflation on its earnings, financial position and capital
adequacy. Since changes in price will not affect the value of the majority of its assets and liabilities, the Bank will

not be affected materially by inflation.

ASSET AND LIABILITY MANAGEMENT

The Asset/Liability Committee for the Bank monitors and manages interest rate risk in order to avoid
negative effects on net interest income. The Bank utilizes various tools to measure its sensitivity to interest rate
movement. Asset/liability gap, the difference between the maturities and/or repricing of interest-earning assets and
interest-bearing liabilities, is one method used to measure this sensitivity. This measurement is only a general
indication of sensitivity since not all interest rates adjust simultaneously. The Bank also utilizes asset/liability sim-
ulation models to track the effect that changes in interest rates have on interest income given various assumptions.

AtJune 30, 1992, the Bank’s one to three year cumulative gap to assets ratio was negative 21.5%. This is

,within the policy adopted by the Board of Directors. The policy allows a maximum negative gap of 25% and con-

siders, among other things, the steepness of the yield curve which is currently at historically high levels. Should the
interest rate environment change, measures will be taken to respond to those changes.

The Bank utilizes many different financial instruments and strategies to adjust exposure to interest rates.
Origination of adjustable rate-mortgages, interest rate swap transactions and sales of loans into the secondary mar-

ket are a few of the tools utilized by the Bank in order to adjust its rate sensitivity.

ASSET QUALITY

Real estate owned increased from $74,000 at June 30, 1991 to $776,000 at June 30, 1992. During the year,
a loan for a multi-family property previously classified was written down by $428,000 and subsequently transferred
to real estate owned. The property was sold during the fourth quarter. Additions to real estate owned totaled $1.1
million and sales totaled $356,000. At June 30, 1992, real estate owned consisted of a mini-storage facility for
$473,000 and two single-family construction loans for $303,000. These properties are for sale and, given existing
market conditions, no losses are anticipated.

Non-performing assets decreased from $1.8 million or 1.33% at June 30, 1991 to $1.1 million or .69% at
June 30, 1992. The Bank continues to focus its loan originations on lower risk single-family mortgages. Loan loss
reserves continue to be analyzed on an ongoing basis. The balance of loan loss reserves at June 30, 1992 was
$636,000 compared to $585,000 at June 30, 1991.
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Report of Deloitte & Touche, Independent Auditors

Board of Directors
Summit Bancorp, Inc.
400 112th Avenue NE
Bellevue, WA 98004

We have audited the accompanying consolidated statements of financial condition of Summit Bancorp,
Inc. (formerly Summit Savings Bank - see Note A) and subsidiaries (the Bank) as of June 30, 1992 and 1991, and the
related statements of income, shareholders’ equity and cash flows for the three years in the period ended June 30,
1992. These financial statements are the responsibility of the Bank’s management. Our responsibility is to express

an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the consolidated financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall consolidated

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 condition of Summit Bancorp, Inc. and subsidiaries as of June 30, 1992 and 1991, and the
results of their operations and cash flows for the three years in the period ended June 30, 1992 in conformity with

generally accepted accounting principles.

July 31, 1992
Seattle, Washington

S w r2 e i ¢ B a n c¢c o r p , 4 rn c . & S e b s

z

r2

I a r i e

13



Consolidated Statements of Financial Condition

Year ended June 30 / Dollars in thousands 1992 1991
ASSETS
Cash $ 2402 $ 71
Interest-bearing deposits 2,850 3,210
Federal funds sold 3,000 -
Debt securities (Market value of $3,557) — 3,692
Mortgage-backed securities (Market value of $19,981 and $22,567) 19,821 23,441
Investments held for sale (Market value of $17,662 and $3,967) 17,320 3,955
Federal Home Loan Bank stock, at cost 1,258 928
Loans receivable, net:
Held for investment 98,737 79,222
Held for sale 11,511 12,843
Accrued interest receivable 1,168 1,095
Real estate owned, net 776 74
Excess servicing premium on loan sales 1,153 1,179
Premises, furniture and equipment 2435 285
Other assets 1215 597
A $163,646 $131,232
LIABILITIES AND SHAREHOLDERS’ EQUITY
1 4 LIABILITIES
Deposits $135,282 . $ 93,959
Advances from Federal Home Loan Bank 2,000 11,600
Collateralized mortgage obligations 11,358 12,400
Convertible subordinated debentures 501 521
Accrued interest payable 725 630
Other liabilities 1,405 . 1,890
151,269 121,000
SHAREHOLDERS’ EQUITY
Preferred stock, par value $.01 per share —
authorized 500,000 shares,
no shares issued or outstanding
Common stock, par value $.01 per
share — authorized 3,500,000 shares,
issued and outstanding 2,018,960
and 2,011,324 shares 20 20
Additional paid-in capital 12,057 8,323
Retained earnings 320 1.889
12,577 10,232
$163,646 $131,232

See notes to consolidated financial statements.
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Consolidated Statements of Income

Year ended June 30 / Dollars in thousands 1992 1991 1990
INTEREST INCOME:
Loans receivable $9,963 $9,251 $ 7,907
Mortgage-backed securities 1,991 1,733 1,436
Interest-bearing deposits 221 515 1,346
Other _ 621 __464 __339
Total interest income 12,796 11,941 11,028
INTEREST EXPENSE:
Deposits 6,162 6,609 6,632
Federal Home Loan Bank advances 799 944 791
Collateralized mortgage obligations 1,310 © 1,348 1,460
Other __ 57 __60 __60
Total interest expense 8528 8.961 8.943
Net interest income 4,468 2,980 2,085
Provision for loan losses _ 491 _ 164 _ 108
Net interest income after provision

for loan losses 3,977 - 2,816 1,977 A
OTHER INCOME:
Loan servicing income 329 436 479
Gain on sale of loans 2,316 1,543 646 | 5
Gain on sale of securities (Note S) 621 38 32
Other _165 _ 147 _161

3,451 2,164 1,318
OTHER EXPENSE:
Compensation and benefits 2135 1,811 1,291
Occupancy 388 388 379
Insurance 260 213 196
Data processing 191 175 141
Professional services 161 214 161
Net cost of real estate owned 7 16 2
Other _914 _678 _572
4,054 3,495 2,742

Income before income taxes

and extraordinary item 3,354 1,485 553
Provision for federal income taxes:

Deferred 408 80

Current _ 509 — —
Income before extraordinary item 2437 1,405 553
Extraordinary item net of tax (Note S) _(327) _(39) =
Net income $2,110 $1,366 $ 553
Earnings per share: == — -
Net income before extraordinary item $ 1.19 $ .70 $ 42
Extraordinary item __(16) _ (02) =
Net income $ 1.03 $ .68 $ 42 )

See notes to consolidated financial statements.
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Consolidated Statements of Shareholders’ Equity

Number of Additional ~ Retained

Shares ~ Common Paid-in  Earnings
Dollars in thousands Outstanding Stock Capital (Deficit) Total
BALANCE AT JULY 1, 1989 626 $6 $ 2,939 $ (30) $ 2915
Proceeds from sale of stock 1,380 14 5,364 - 5,378
Stock options exercised 5 - 13 - 13
Net income e I - 553 553
BALANCE AT JUNE 30, 1990 2,009 20 8316 525 8.859
Stock options exercised 2 - 7 — 7
Net income i i — 1,366 1,366
BALANCE AT JUNE 30, 1991 2,011 20 8325 1.889 10232
Formation of holding company (Note A) - - 5,679 (3,679) -
Stock options exercised 4 - 15 - 15
Debentures converted 4 - 20 - 20
Net income I i — 2.110 _ 2110
BALANCE AT JUNE 30, 1992 w §g(_) $12,037 $ 320 $12,377

See notes to consolidated financial statements.

B2 a n c o r p , I r c .

&

S 1w b s It d i ce ri €S




Consolidated Statements of Cash Flows

Year ended June 30 / Dollars in thousands 1992 1991 1990
OPERATING ACTIVITIES
Net income $ 2110 $ 1,366 553
Adjustments to reconcile net income

to net cash used by operating activities:
Proceeds from sale of loans receivable 219,585 126,806 54,707
Loans originated, net of changes in loans

in process (252,167) (162,436) (94,301)
Accretion (Amortization) of fees, discounts

and premiums, net 89 12 (685)
Gain on sale of assets, net (612) (209) (54)
Federal Home Loan Bank (FHLB) stock

dividends (107) (212) (115)
Excess servicing gains on loans sold (274) (312) (54)
Increase in accrued interest receivable (73) (66) 48)
Provisions for (recovery of) losses

on loans and real estate owned 512 195 (10)
Net increase in other assets (618) (14) (55)
Increase (Decrease) in accrued interest payable 95 (52) (32)
Increase (Decrease) in other liabilities _ (487) 1,145 (1,180)
Net cash used by operating activities (51,947) (33,757) (41,274)
INVESTING ACTIVITIES
Proceeds from debt securities sold and maturing 6,694 4,968 31,832
Purchase of debt securities (8,538) (9,858) (22,965)
Purchase of FHLB stock (223) (8,245) -
Principal collected on mortgage-backed securities 5257 1,644 1,335
Purchase of mortgage-backed securities (20,784, (15,888) (7,262)
Proceeds from sale of mortgage-backed securities 13,952 11,960 1,961
Proceeds from sale of FHLB stock = 8,715 =
Principal collected on loans receivable 26,305 17,875 35,150
Purchase of loans (5,643) (1,073) (5,776)
Proceeds from sale of real estate owned 341 495 2,666
Expenditures for bank premises and equipment, net (381) - —
Acquisition of branches 29,735 I R
Net cash provided by investing activities 39,675 10,593 36,941
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Consolidated Statements of Cash Flows

Year ended June 30 / Dollars in thousands 1992 1991 1990
FINANCING ACTIVITIES
Net increase in demand deposits,

NOW accounts and savings 2,052 935 1,925
Net increase(decrease) in certificates of deposit 5,178 11,438 (606)
Proceeds from advances from

Federal Home Loan Bank 56,350 23,000 -
Repayment of advances from

Federal Home Loan Bank (65,950) (19,000) (2,000)
Repayment of collateralized

mortgage obligations (1,042) (966) (682)
Net proceeds from issuance of stock

and exercise of stock options __ 15 7 5,391
Net cash provided (used) by financing activities (3,397) 15,414 4,028
Increase(Decrease) in cash and cash equivalents 4,331 (7,750) (305)
Cash and cash equivalents at beginning of year 3,921 11,671 11,976
Cash and cash equivalents at end of year $ 8,252 $3,921 $ 11,671
Supplemental Cash Flow Information:

Non-cash investing activities:

Real estate acquired through foreclosure $ 1,064 $ 105 $ 26

Debentures converted $ 20 - -
Cash paid during the year:

Interest $ 8,923 $ 8,993 $ 8,975

Federal income taxes $ 549 $ 57 $ 11

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
Years Ended June 30, 1992, 1991, and 1990

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation: The accompanying consolidated financial statements include Summit Bancorp,
Inc. (“Holding Company”), Summit Savings Bank (“Bank”) and its wholly-owned subsidiaries, Summit Services,
Inc. and Summit Capital Corporation (Consolidated, the “Company”) for the year ended June 30, 1992. Financial
statement presentations for 1991 and 1990 are for Summit Savings Bank and its subsidiaries (see “Holding
Company Formation” below). All significant inter-company transactions and balances have been eliminated. Certain
reclassifications have been made to the 1991 and 1990 financial statements to conform to the 1992 presentation.

Holding Company Formation: In May 1992, Summit Bancorp, Inc., a bank holding company, was
formed as the parent company for Summit Savings Bank and subsidiaries. The Holding Company is subject to
regulation by the Federal Reserve Board (“FRB”) and the Office of the Comptroller of the Currency (“OCC”). As a
result, approximately $3.7 million, representing retained earnings on the date of formation, was transferred to
additional paid-in capital. Retained earnings at June 30, 1992 represents earnings since the holding company was

formed.

Cash and Cash Equivalents: Cash and cash equivalents include cash and interest-bearing overnight
deposits. Overnight funds are held at the Federal Home Loan Bank or in federal funds sold to a member of the
Federal Reserve system.

Debt and Mortgage-Backed Securities: Securities are designated at the date of purchase as securities
held for investment or securities held for sale. Securities held for investment are recorded at cost, net of discounts
and premiums, which are amortized to maturity. Securities held for sale are recorded at the lower of aggregate cost
or market. The cost of securities sold is computed using the specific identification method. At June 30, 1992 and
1991, the Bank had the intent and ability to hold to maturity securities not specifically designated as held for sale.

As a result of interest rate changes during 1992, the Bank has changed the designation of all of its fixed-rate

corporate debt securities and fixed-rate mortgage-backed securities to held for sale.

Loans Receivable and Interest Income: Each loan receivable is designated, at the closing date, as a
loan held for sale or as a portfolio loan. Loans held for sale are recorded at the lower of cost or market as determined
by outstandin