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Part 1.    Financial Information 
PROVIDENT COMMUNITY BANCSHARES, INC. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
March 31, 2008 and December 31, 2007 
  
    March 31,     December 31,   
ASSETS   2008     2007   
    (Unaudited)     (Audited) 
    (DOLLARS IN THOUSANDS)   
Cash and due from banks   $ 10,509     $ 11,890   
Investment and mortgage-backed securities                 
  Held to maturity     3,123       3,126   
  Available for sale     92,580       108,061   
Total investment and mortgage-backed securities     95,703       111,187   
Loans, net     274,493       256,487   
Office properties and equipment, net     5,099       5,145   
Federal Home Loan Bank Stock, at cost     3,839       3,826   
Federal Reserve Stock, at cost     599       599   
Accrued interest receivable     2,060       2,625   
Intangible assets     3,157       3,261   
Cash surrender value of life insurance     9,275       9,175   
Other assets     3,007       3,446   
TOTAL ASSETS   $ 407,741     $ 407,641   
                  
LIABILITIES                 
                  
Deposits   $ 276,071     $ 270,399   
Advances from the Federal Home Loan Bank     69,000       69,500   
Securities sold under agreements to repurchase     20,668       24,131   
Floating rate junior subordinated deferrable interest debentures     12,372       12,372   
Accrued interest payable     692       742   
Other liabilities     1,770       3,184   
TOTAL LIABILITIES     380,573       380,328   
                  
Commitments and contingencies-Note 4                 
                  
SHAREHOLDERS' EQUITY                 
                  
Serial preferred stock, no par value,                 
  authorized - 500,000 shares, issued                 
  and outstanding - None     --       --   
Common stock - $0.01 par value,                 
   authorized - 5,000,000 shares,                 
   issued and outstanding - 1,781,091 shares at 3/31/08 and 1,794,866 at 12/31/07     20       20   
Additional paid-in capital     12,813       12,781   
Accumulated other comprehensive gain     175       191   
Retained earnings, substantially restricted     20,430       20,276   
Treasury stock, at cost     (6,270 )     (5,955 ) 
TOTAL SHAREHOLDERS' EQUITY     27,168       27,313   
                  
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY   $ 407,741     $ 407,641   
See notes to consolidated financial statements. 
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PROVIDENT COMMUNITY BANCSHARES, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF INCOME 
Three Months Ended March 31, 2008 and 2007 (unaudited) 
  
    Three Months Ended   
    March 31     March 31   
    2008     2007   

    
(DOLLARS IN THOUSANDS EXCEPT PER 

SHARE)   
              
Interest Income:             
  Loans   $ 4,622     $ 4,776   
  Deposits and federal funds sold     16       27   
  Mortgage-backed securities     676       290   
  Interest and dividends on                 
   investment securities     861       1,326   
Total Interest Income     6,175       6,419   
                  
Interest Expense:                 
  Deposit accounts     2,462       2,389   
  Floating rate junior subordinated deferrable interest debentures     209       223   
  Advances from the FHLB and other borrowings     1,003       1,073   
Total Interest Expense     3,674       3,685   
                  
Net Interest Income     2,501       2,734   
  Provision for loan losses     310       160   
Net Interest Income After                 
   Provision for Loan Losses     2,191       2,574   
                  
Non-Interest Income:                 
  Fees for financial services     751       701   
  Other fees, net     22       22   
  Net gain on sale of investments     112       --   
Total Non-Interest Income     885       723   
                  
Non-Interest Expense:                 
  Compensation and employee benefits     1,312       1,182   
  Occupancy and equipment     622       583   
  Deposit insurance premiums     7       7   
  Professional services     100       111   
  Advertising and public relations     61       69   
  Loan operations     35       40   
  Intangible amortization     104       159   
  Items processing     50       56   
  Telephone     49       45   
  Other     182       187   
Total Non-Interest Expense     2,522       2,439   
                  
Income Before Income Taxes     554       858   
Income tax expense     134       209   
Net Income   $ 420     $ 649   
                  
Basic Net Income Per Common Share   $ 0.24     $ 0.36   
                  
Diluted Net Income Per Common Share   $ 0.23     $ 0.35   
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Dividend Per Common Share   $ 0.115     $ 0.11   
                  
Weighted Average Number of                 
  Common Shares Outstanding                 
                  
Basic     1,784,477       1,827,373   
                  
Diluted     1,804,346       1,862,194   
See notes to consolidated financial statements. 
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PROVIDENT COMMUNITY BANCSHARES, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
Three Months Ended March 31, 2008 and 2007 (unaudited) 
  
    Three Months Ended   
    March 31,     March 31,   
    2008     2007   
    (IN THOUSANDS)   
              
OPERATING ACTIVITIES:             
              
Net income   $ 420     $ 649   
Adjustments to reconcile net income to                 
  net cash provided by operating activities:                 
  Provision for loan losses     310       160   
  Amortization of intangibles     104       159   
  Depreciation expense     172       139   
  Recognition of deferred income, net of costs     (125 )     (118 ) 
  Deferral of fee income, net of costs     108       197   
  Stock compensation expense     --       11   
  Gain on investment transactions     (112 )     --   
  Changes in operating assets and liabilities:                 
   Decrease in accrued interest receivable     565       169   
   Increase in cash surrender value of life insurance     (100 )     (67 ) 
   Decrease in other assets     439       164   
   Increase (decrease) in other liabilities     (1,414 )     84   
   Decrease in accrued interest payable     (50 )     (99 ) 
                  
Net cash provided by operating activities     317       1,448   
                  
INVESTING ACTIVITIES:                 
                  
Purchase of investment and mortgage-backed securities:                 
   Available for sale     (14,242 )     (21,800 ) 
Proceeds from sale of investment and mortgage-                 
    backed securities available for sale     5,333       --   
Proceeds from maturity of investment and mortgage-                 
    backed securities:                 
   Available for sale     22,980       22,109   
   Held to maturity     3       6   
Principal repayments on mortgage-backed securities:                 
   Available for sale     1,506       848   
Purchase of bank owned life insurance     --       (3,200 ) 
Net increase in loans     (18,299 )     (5,279 ) 
(Purchase) redemption of FHLB stock     (13 )     517   
Purchase of office properties and equipment     (126 )     --   
                  
Net cash used by investing activities     (2,858 )     (6,799 ) 
                  
FINANCING ACTIVITIES:                 
                  
Proceeds from the dividend reinvestment plan     30       28   
Dividends paid in cash     (206 )     (200 ) 
Proceeds from the exercise of stock options     2       11   
Split dollar post retirement liability recapitalization     (60 )     --   
Share repurchase program     (315 )     (99 ) 
Repayment of  term borrowings     (500 )     (8,500 ) 
Increase (decrease)  in other borrowings     (3,463 )     1,163   

http://secfilings.nasdaq.com/filingFrameset.asp?Fi...+INC%2E&FormType=10%2DQ&RcvdDate=5%2F7%2F2008&pdf= (6 of 33)8/8/2008 10:59:31 AM



NASDAQ | SEC Filing

Increase in deposit accounts     5,672       15,977   
                  
Net cash provided by financing activities     1,160       8,380   
                  
NET INCREASE (DECREASE) IN CASH                 
   AND CASH EQUIVALENTS     (1,381 )     3,029   
                  
CASH AND CASH EQUIVALENTS                 
   AT BEGINNING OF PERIOD     11,890       9,124   
                  
CASH AND CASH EQUIVALENTS                 
   AT END OF PERIOD   $ 10,509     $ 12,153   
                  
SUPPLEMENTAL DISCLOSURES:                 
                  
Cash paid for:                 
  Income taxes   $ 273     $ 9   
  Interest     3,724       3,601   
                  
Non-cash transactions:                 
  Loans foreclosed     --       --   
See notes to consolidated financial statements. 
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