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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Woashington, D.C. 20549

FORM 10-Q
(Mark One)
X QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2008

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
COMMISSION FILE NUMBER 1-5735

PROVIDENT COMMUNITY BANCSHARES, INC.
(Exact name of registrant as specified in its Charter)

Delaware 57-1001177
(State or other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)

2700 Celanese Road, Rock Hill, South Carolina 29732
(Address of Principal Executive Offices)

(803)-325-9400

(Registrant’ s telephone number, including area code)

Not Applicable
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) hasfiled all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
reguirements for the past 90 days.

YesX No_

Indicate by check mark whether the registrant is alarge accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See
the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer (1 Accelerated filer [
Non-accelerated filer [J Smaller Reporting Company B

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.)
Yes__ NoX

The Corporation had 1,783,037 shares, $0.01 par value, of common stock issued and outstanding as of August 5, 2008.

http://www.sec.gov/Archives/edgar/data/926164/000117184308000601/f10q_080608.htm (1 of 31)8/8/2008 10:13:32 AM



Unassociated Document

Part I.

Part 1.

PROVIDENT COMMUNITY BANCSHARES, INC. AND SUBSIDIARIES

INDEX
Financial Information

Item 1. Financial Statements (unaudited)
Consolidated Balance Sheets as of June 30, 2008

and December 31, 2007

Consolidated Statements of Income for the three and six
months ended June 30, 2008 and 2007

Consolidated Statements of Cash Flows for the six
months ended June 30, 2008 and 2007

Consolidated Statements of Shareholders' Equity and
Comprehensive Income (Loss) for the six months
ended June 30, 2008 and 2007

Notes to Consolidated Financia Statements

Item 2. Management’ s Discussion and Analysis of
Financial Condition and Results of Operations

Item 3. Quantitative and Qualitative Disclosures
about Market Risk

Item 4T.Controls and Procedures

Other Information

Item 1. Legal Proceedings

Item 1A. Risk Factors

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Item 3. Defaults Upon Senior Securities

Item 4. Submission of Mattersto aVVote of Security Holders

Item 5. Other Information

Item 6. Exhibits

Signatures

7-12
12-26

26
26

27
27
27
27
28
28
28
29

http://www.sec.gov/Archives/edgar/data/926164/000117184308000601/f10q_080608.htm (2 of 31)8/8/2008 10:13:32 AM



Unassociated Document

Part 1. Financial Information

PROVIDENT COMMUNITY BANCSHARES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
June 30, 2008 and December 31, 2007

ASSETS

Cash and due from banks
Investment and mortgage-backed securities
Held to maturity
Availablefor sale
Total investment and mortgage-backed securities
Loans, net
Office properties and equipment, net
Federa Home Loan Bank Stock, at cost
Federal Reserve Stock, at cost
Accrued interest receivable
Intangible assets
Cash surrender value of life insurance
Other assets

TOTAL ASSETS
LIABILITIES

Deposits

Advances from the Federal Home Loan Bank

Securities sold under agreements to repurchase

Floating rate junior subordinated deferrable interest debentures
Accrued interest payable

Other liabilities

TOTAL LIABILITIES

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 - 1,783,037 shares at 6/30/08 and 1,794,866 at 12/31/07

Additional paid-in capital

Accumulated other comprehensive gain (10ss)
Retained earnings, substantially restricted
Treasury stock, at cost

TOTAL SHAREHOLDERS EQUITY

TOTAL LIABILITIESAND SHAREHOLDERS EQUITY
See notes to consolidated financial statements.

June 30, December 31,
2008 2007
(Unaudited) (Audited)
(DOLLARSIN THOUSANDS)

$ 12,319 $ 11,890
2,430 3,126

86,158 108,061

88,588 111,187
276,460 256,487

5,056 5,145

3,907 3,826

599 599

2,235 2,625

3,053 3,261

9,374 9,175

3,472 3,446

$ 405,063 $ 407,641
$ 272,185 $ 270,399
71,161 69,500

19,966 24,131

12,372 12,372

643 742

2,115 3,184

378,442 380,328

20 20

12,844 12,781

(513) 191

20,541 20,276
(6,271) (5,955)

26,621 27,313

$ 405,063 $ 407,641
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PROVIDENT COMMUNITY BANCSHARES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Three and Six Months Ended June 30, 2008 and 2007 (unaudited)

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2008 2007 2008 2007
(DOLLARSIN THOUSANDS (DOLLARSIN THOUSANDS
EXCEPT PER SHARE) EXCEPT PER SHARE)
Interest Income:
Loans $ 4378 $ 4803 $ 9,000 $ 9,579
Deposits and federal funds sold 6 54 22 81
Mortgage-backed securities 687 306 1,363 596
Interest and dividends on investment securities 629 1,297 1,490 2,623
Total Interest Income 5,700 6,460 11,875 12,879
Interest Expense:
Deposit accounts 2,218 2,397 4,680 4,786
Floating rate junior subordinated deferrable interest debentures 175 223 384 445
Advances from the FHLB and other borrowings 843 1,093 1,845 2,167
Total Interest Expense 3,236 3,713 6,909 7,398
Net Interest Income 2,464 2,747 4,966 5,481
Provision for loan losses 365 85 675 245
Net I nterest | ncome After
Provision for Loan L osses 2,099 2,662 4,291 5,236
Non-Interest Income:
Fees for financial services 756 792 1,507 1,493
Other fees, net 28 21 50 43
Net gain (loss) on sale of investments 66 (@) 177 (@)
Total Non-Interest Income 850 812 1,734 1,535
Non-Interest Expense:
Compensation and employee benefits 1,288 1,281 2,601 2,464
Occupancy and equipment 636 719 1,257 1,303
Deposit insurance premiums 7 7 15 15
Professional services 104 114 203 225
Advertising and public relations 81 98 143 167
L oan operations 32 28 66 68
Intangible amortization 104 112 208 271
Items processing 66 55 116 111
Telephone 45 47 94 91
Other 187 250 369 436
Total Non-Interest Expense 2,550 2,711 5,072 5,151
Income Before | ncome Taxes 399 763 953 1,620
Income tax expense 83 162 217 370
Net I ncome $ 316 $ 601 $ 736 $ 1,250
Basic Net Income Per Common Share $ 018 $ 033 $ 041 $ 0.69
Diluted Net Income Per Common Share $ 018 % 032 % 041 % 0.67
Dividend Per Common Share $ 0115 $ 0115 $ 0230 $ 0.215
Weighted Average Number of
Common Shares Outstanding
Basic 1,782,395 1,819,761 1,783,436 1,823,546
Diluted 1,783,708 1,857,730 1,794,027 1,859,950
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See notes to consolidated financial statements.
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PROVIDENT COMMUNITY BANCSHARES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF CASH FLOWS
Six Months Ended June 30, 2008 and 2007 (unaudited)

OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to
net cash provided by operating activities:
Provision for loan losses
Amortization of intangibles
Depreciation expense
Recognition of deferred income, net of costs
Deferral of feeincome, net of costs
Stock compensation expense
(Gain) loss on investment transactions
Loss on writedown of fixed asset
Changes in operating assets and liabilities:
Decrease in accrued interest receivable
Increase in cash surrender value of life insurance
Increase in other assets
Increase (decrease) in other liabilities
Increase (decrease) in accrued interest payable

Net cash provided by operating activities
INVESTING ACTIVITIES:

Purchase of investment and mortgage-backed securities:
Availablefor sale
Proceeds from sale of investment and mortgage-backed securities available for sale
Proceeds from maturity of investment and mortgage-backed securities:
Available for sale
Held to maturity
Principal repayments on mortgage-backed securities:
Available for sale
Purchase of bank owned life insurance
Net increase in loans
(Purchase) redemption of FHLB stock
Purchase of office properties and eguipment

Net cash provided by investing activities
FINANCING ACTIVITIES:

Proceeds from the dividend reinvestment plan
Dividends paid in cash

Proceeds from the exercise of stock options

Split dollar post retirement liability recapitalization
Share repurchase program

Increase (decrease) in term borrowings

Increase (decrease) in other borrowings

Increase in deposit accounts

Net cash used by financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTSAT BEGINNING OF PERIOD
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Six Months Ended

June 30,
2008

June 30,
2007

(IN THOUSANDS)

$ 736 $ 1,250
675 245
208 271
343 321
(265) (258)
209 311

- 22
(177) 1

- 135

390 252
(199) (159)
(26) (680)
(1,069) 1,080
(99) 30
726 2,821
(14,242) (25,298)
6,821 4,965
23,813 25,946
696 49
4,984 2,533
- (3,200)
(20,592) (5,108)
(81) 742
(254) (315)
1,145 314
61 57
(411) (411)

2 -

(60) -
(316) (630)
1,661 (13,500)
(4,165) 4,275
1,786 10,185
(1,442) (24)
429 3,111
11,890 9,124
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CASH AND CASH EQUIVALENTSAT END OF PERIOD $ 12319 $ 12,235

SUPPLEMENTAL DISCLOSURES:

Cash paid for:
Income taxes $ 281 % 717
Interest 7,008 7,368

Non-cash transactions:
Loans foreclosed - -

See notes to consolidated financia statements.
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