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PART I 
Item 1. Financial Statements     
USA BANK      
BALANCE SHEETS      
September 30, 2006 and December 31, 2005 (unaudited) September 30,  December 31,  
      2006  2005 
ASSETS      
 Cash and due from banks  $      2,380,112   $         200,433  
 Federal funds sold        10,395,626          15,600,000 
    Cash and cash equivalents       12,775,738          15,800,433 
         
 Held to maturity securities, at amortized cost (fair value $1,845,340)           1,819,924                       -    
 Available for sale securities, at fair value       21,777,937                       -    
  Total securities        23,597,861                       -    
         
 Loans held for sale, at fair value           2,450,263                       -    
         
 Loans, net of the allowance for loan losses of $292,000 in 2006       40,970,398                       -    
         
 Leasehold improvements and equipment, net            771,546              417,396  
 Accrued interest receivable            375,118                  3,430  
 Other assets              760,658              408,113  
    Total assets   $    81,701,582   $     16,629,372 
         
LIABILITIES AND STOCKHOLDERS’ EQUITY    
 Liabilities      
 Deposits      
  Noninterest bearing deposits $      3,422,118   $           20,143  
  Interest bearing deposits       49,612,531           1,929,418  
     Total deposits        53,034,649           1,949,561  
         
 Advances from organizers                       -             1,953,006  
 Accrued expenses and other liabilities            418,032              532,633  
     Total liabilities        53,452,681           4,435,200  
         
 Commitments and Contingencies (Note 11)                      -                         -    
         
 Stockholders' Equity     
  Common stock, par value $2; 5,750,000 and 2,333,334    
   shares authorized, issued and outstanding at     
   September 30, 2006 and December 31, 2005, respectively       11,500,000           4,666,668  
  Additional paid-in capital       21,199,399           9,036,820  
  Accumulated deficit        (4,480,540)         (1,509,316) 
  Accumulated other comprehensive income - net unrealized    
   gains on available for sale securities             30,042                        -    
   Total stockholders' equity       28,248,901          12,194,172 
   Total liabilities and stockholders' equity $    81,701,582   $     16,629,372 
See Accompanying Notes to Financial Statements    
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USA Bank        
STATEMENTS OF OPERATIONS      
For the Three Months and Nine Months Ended September 30, 2006 and 2005 (unaudited)  
          
     Three Months Ended Nine Months Ended  
     September September   
     2006 2005 2006 2005  
Interest Income        
 Interest on Federal funds sold  $    254,469  $             -     $    652,299  $            -    
 Interest on loans         528,049                 -           769,730                -    
 Interest on investments         196,187         196,778   
 Interest on loans held for sale          28,782           28,975   
 Other interest income                   -             2,836                   -            5,993  
  Total interest income     1,007,487           2,836      1,647,782          5,993  
          
Interest Expense        
 Interest expense on deposits        424,432                 -           633,190                -    
  Total interest expense        424,432                 -           633,190                -    
          
  Net interest income         583,055           2,836      1,014,592          5,993  
  Provision for loan losses        107,000                 -           292,000                -    
  Net interest income after the provision      
   for loan losses        476,055          2,836         722,592          5,993  
          
Noninterest Income       

 
Gain on sale of loans held for sale 
Other noninterest income  

          8,671    
        12,059                  -    

          8,671   
        23,907                 -    

  Total noninterest income         20,730                  -            32,578                 -    
          
Noninterest Expense       
 Salaries and employee benefits        730,071       199,758      1,975,606      199,758  
 Occupancy and equipment        225,736         59,054         425,628        95,327  
 Professional fees           73,548                -        161,741        57,500  
 Legal            44,202         30,300         111,507        41,656  
 Contract services           48,710         23,189           90,404        33,956  
 Commissions            33,000                 -             33,000                -    
 Printing, stationery and supplies          29,849        14,206           96,271        29,626  
 Advertising          100,000         51,698         300,000        51,698  
 Data and item processing           71,880                 -           213,668                -    
 Other          147,966          7,868         318,569          8,126  
  Total noninterest expense     1,504,962       386,073      3,726,394      517,647  
          
  Net loss   $(1,008,177) $  (383,237) $(2,971,224) $ (511,654)  
          
Basic and diluted loss per share $         (0.19)  NA  $         (0.85) NA  
See Accompanying Notes to Financial Statements      
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USA BANK       
STATEMENTS OF STOCKHOLDERS' EQUITY       
For the Nine Months Ended September 30, 2006 and 2005 (unaudited)   
         
          
       Accumulated  
   Number  Additional  Other  
   Of Common Paid In Accumulated Comprehensive          
   Shares Stock Capital Deficit Income          Total 
Balance, January 1, 2005              -     $             -     $             -     $   (196,997)  $                 -     $    (196,997) 
         
 Comprehensive loss:       
 Net loss          (511,654)        (511,654) 

  Total comprehensive loss            (511,654) 
         

Balance, September 30, 2005              -     $             -     $             -     $   (708,651)  $                 -     $    (708,651) 

         
         
         
Balance, January 1, 2006   2,333,334   $  4,666,668   $  9,036,820   $(1,509,316)  $                 -     $ 12,194,172  
         
Issuance of common stock   3,416,666      6,833,332     12,162,579                 -          18,995,911  

         
 Comprehensive loss:       
 Net loss       (2,971,224)      (2,971,224) 
 Unrealized holding gains on       
  available for sale securities                  30,042            30,042  
  Total comprehensive loss               (2,941,182) 
         

Balance, September 30, 2006   5,750,000   $11,500,000   $21,199,399   $(4,480,540)  $          30,042   $ 28,248,901  

         
See Accompanying Notes to Financial Statements     
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USA BANK     
STATEMENTS OF CASH FLOWS   
For the Nine Months Ended September 2006 and 2005 (unaudited)  
      Nine Months Ended 
                    September 30, 
      2006 2005 
Cash Flows from Operations   
 Net loss    $    (2,971,224)  $      (511,654) 
 Adjustments to reconcile net loss to net cash   
  used in operating activities   
   Amortization and accretion of premiums and discounts    
     on investments, net               3,525                    -    
   Provision for loan losses            292,000                    -    
   Loans originated for sale, net of principal   
     payments received        (4,286,803)                   -    
   Proceeds from sales of loans         1,845,211                    -    
   Gains on sales of loans              (8,671)                   -    
   Depreciation and amortization            136,651              43,747  
   Changes in assets and liabilities   
    Increase in deferred costs           (163,249)                   -    
    Increase in accrued interest receivable           (371,688)                   -    
    Increase in other assets           (352,545)          (123,140) 
    Decrease in accrued expenses and other liabilities           (134,216)             (7,500) 
     Net cash used in operating activities        (6,011,009)          (598,547) 
        
Cash Flows from Investing Activities   
 Purchase of available for sale securities      (26,878,302)                   -    
 Proceeds from sale of available for sale securities         5,000,000                    -    
 Principal repayments on available for sale securities            150,022                    -    
 Purchase of held to maturity securities        (1,906,162)                   -    
 Principal repayments on held to maturity securities              82,713                    -    
 Net increase in loans receivable      (41,099,149)                   -    
 Purchase of leasehold improvements and equipment           (490,801)          (105,059) 
     Net cash used in investing activities      (65,141,679)          (105,059) 
        
Cash Flows from Financing Activities   
 Net increase in time deposits         4,388,247                    -    
 Net increase in brokered deposits       29,900,589                    -    
 Net increase in other deposits       16,796,252                    -    
 (Decrease) increase in advances from organizers        (1,953,006)           510,000  
 Net proceeds from sale of common stock       18,995,911                    -    
     Net cash provided by financing activities       68,127,993            510,000  
     Net increase in cash and cash equivalents        (3,024,695)          (193,606) 
        
Cash and cash equivalents   
 Beginning        15,800,433            600,134  
 Ending    $   12,775,738   $       406,528  
See Accompanying Notes to Financial Statements   
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USA BANK        
STATEMENTS OF CASH FLOWS (continued)    
For the Nine Months Ended September 2006 and 2005 (unaudited)   
           
          September 30,    September 30,  
          2006   2005  
Supplemental Disclosure of Cash Flow Information    
 Cash paid for:      
  Interest      $        450,814   $                -    
           
        
           
           
Supplemental disclosure of noncash investing activity:    
 Unrealized holding gains on available for sale    
  securities arising during the period   $          49,657   $                -    
           
See Accompanying Notes to Financial Statements    
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USA Bank 
Notes to Financial Statements 
(Unaudited) 
Note 1. Nature of Operations 

 
USA Bank (the “Bank”) is a State of New York chartered commercial bank whose 

deposits are insured by the Federal Deposit Insurance Corporation.  The Bank offers traditional 
commercial banking services to customers through its main office in Port Chester, NY. 
 
Formation of the Bank and development stage activities 

On September 30, 2004, the Bank submitted an application to the State of New York 
Banking Department and commenced the development stage activities needed to form a bank.  
Prior to this date, certain costs were incurred by organizers on behalf of the Bank, which are 
included in operations.  On February 5, 2005, the Bank submitted its Certificate of Merit to the 
State of New York Banking Department and its Organization Certificate was approved and filed 
by the State of New York Banking Department on August 17, 2005. 
 

On December 21, 2005, the Bank completed the initial sale of its common stock.  On 
December 22, 2005, the Bank received its Authorization Certificate from the State of New York 
Banking Department to operate as a commercial bank and obtained insurance from the Federal 
Deposit Insurance Corporation (the “FDIC”) and commenced business operations. 
 

From January 2004 to December 2005, the Bank was primarily involved with 
organizational activities, raising capital and satisfying other conditions precedent to receiving 
final regulatory approval. 
 

Prior to December 23, 2005, the Bank was a development stage enterprise.  The Bank’s 
activities as a development stage enterprise consisted primarily of organizing a state chartered 
commercial bank, planning its operations and selling its common stock. 
 
Note 2.  Basis of Financial Statement Presentation 
 

The balance sheet at December 31, 2005 has been derived from the audited financial 
statements of the Bank at that date, but does not include all of the information and footnotes 
required by accounting principles generally accepted in the United States of America for 
complete financial statements. 

 
The accompanying unaudited financial statements as of and for the three months and nine 

months ended September 30, 2006 and 2005 have been prepared pursuant to the rules and 
regulations of the Securities and Exchange Commission (“SEC”). Accordingly, certain 
information and note disclosures normally included in financial statements prepared in 
accordance with accounting principles generally accepted in the United States of America have  
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been omitted. The accompanying financial statements and notes thereto should be read in 
conjunction with the audited financial statements of the Bank and notes thereto as of December 
31, 2005. 

 
The accompanying unaudited financial information reflects, in the opinion of 

management, all adjustments, consisting of normal recurring accruals, necessary for a fair 
presentation of the interim reports presented. The results of operations for the three and nine 
months ended September 30, 2006 are not necessarily indicative of operations that may be 
expected for all of 2006. 
 
Summary of Significant Accounting Policies 
 
Investments in debt and marketable equity securities 
 

Management determines the appropriate classification of securities at the date individual 
investment securities are acquired, and the appropriateness of such classification is reassessed at 
each balance sheet date. 
 

Debt securities that management has the positive intent and ability to hold to maturity are 
classified as “held to maturity” and recorded at amortized cost.  “Trading” securities, if any, are 
carried at fair value with unrealized gains and losses recognized in earnings.  Securities not 
classified as held to maturity or trading, including equity securities with readily determinable fair 
values, are classified as “available for sale” and recorded at fair value, with unrealized gains and 
losses excluded from earnings and reported in other comprehensive income, net of taxes. 
 

Purchase premiums and discounts are recognized in interest income using the interest 
method over the terms of the securities.  Declines in the fair value of held to maturity and 
available for sale securities below their cost that are deemed to be other than temporary are 
reflected in earnings as realized losses.  In estimating other-than-temporary impairment losses, 
management considers (1) the length of time and the extent to which the fair value has been less 
than cost, (2) the financial condition and near-term prospects of the issuer, and (3) the intent and 
ability of the Bank to retain its investment in the issuer for a period of time sufficient to allow for 
any anticipated recovery in fair value.  Gains and losses on the sale of securities are recorded on 
the trade date and are determined using the specific identification method. 
 

The sale of a held to maturity security within three months of its maturity date or after 
collection of at least 85% of the principal outstanding at the time the security was acquired is 
considered a maturity for purposes of classification and disclosure. 
 
Loans held for sale 
 

Loans held for sale are loans the Bank has the intent to sell in the foreseeable future, and 
are carried at the lower of aggregate cost or market value.  Gains and losses on sales of loans are 
determined by the difference between the sales proceeds and the carrying value of the loans. The 
Bank does not currently retain servicing on loans sold. 

7 



Transfers of financial assets 
 

Transfers of financial assets are accounted for as sales when control over the assets has 
been surrendered.  Control over transferred assets is deemed to be surrendered when (1) the 
assets have been isolated from the Bank, (2) the transferee obtains the right to pledge or 
exchange the transferred assets and no condition both constrains the transferee from taking 
advantage of that right and provides more than a trivial benefit for the transferor, and (3) the 
transferor does not maintain effective control over the transferred assets through either (a) an 
agreement that both entitles and obligates the transferor to repurchase or redeem the assets before 
maturity or (b) the ability to unilaterally cause the holder to return specific assets, other than 
through a cleanup call. 
 
Loans receivable 
 

Loans receivable are stated at their current unpaid principal balances, net of the 
allowance for loan losses and net of deferred loan origination fees and costs.  The Bank has the 
ability and intent to hold its loans receivable for the foreseeable future or until maturity or 
payoff. 
 

Impaired loans, if any, are measured based on the present value of expected future cash 
flows discounted at the loan’s effective interest rate or, as a practical expedient, at the loan’s 
observable market price or the fair value of the collateral, if the loan is collateral dependent.  The 
amount of impairment, if any, and any subsequent changes are recorded as adjustments to the 
allowance for loan losses.  A loan is impaired when it is probable the Bank will be unable to 
collect all contractual principal and interest payments due in accordance with the terms of the 
loan agreement. 
 

A loan is classified as a restructured loan when certain concessions have been made to 
the original contractual terms, such as a reduction in interest rate or deferral of interest or 
principal payments, due to the borrower’s financial condition. 
 

Management considers all nonaccrual loans, other loans past due 90 days or more, and 
restructured loans to be impaired.  In most cases, loan payments that are past due less than 90 
days, based on contractual terms, are considered minor collection delays, and the related loans 
are not considered to be impaired. 
 
Allowance for loan losses 
 

The allowance for loan losses is established as losses are estimated to have occurred 
through a provision for loan losses charged to earnings.  Loans are charged against the allowance 
when management believes the uncollectibility of a loan balance is confirmed.  Subsequent 
recoveries, if any, are credited to the allowance. 
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The allowance for loan losses is evaluated on a regular basis by management and is based 
upon management’s periodic review of the collectibility of the loans in light of historical 
experience, the nature and volume of the loan portfolio, adverse situations that may affect the 
borrower’s ability to repay, estimated value of any underlying collateral and prevailing economic 
conditions.  This evaluation is inherently subjective as it requires estimates that are susceptible to 
significant revision as more information becomes available. 
 

The allowance consists of specific, general and unallocated components.  The specific 
component relates to loans that are classified as either doubtful, substandard or special mention.  
For such loans that are also classified as impaired, an allowance is established when the 
discounted cash flows (or collateral value or observable market price if the loan is collateral 
dependent) of the impaired loan is lower than the carrying value of that loan.  The general 
component covers non-classified loans and is based on historical loss experience adjusted for 
qualitative factors.  An unallocated component may be maintained to cover uncertainties that 
could affect management’s estimate of probable losses.  The unallocated component of the 
allowance reflects the margin of imprecision inherent in the underlying assumptions used in the 
methodologies for estimating specific and general losses in the portfolio. 
 
Interest and fees on loans 
 

Interest on loans is accrued and included in operating income based on contractual rates 
applied to principal amounts outstanding.  The accrual of interest income is discontinued 
whenever reasonable doubt exists as to its collectibility and generally is discontinued when loans 
are past due 90 days, based on contractual terms, as to either principal or interest, or are 
otherwise considered impaired.  When the accrual of interest income is discontinued, all 
previously accrued and uncollected interest is reversed against interest income.  The accrual of 
interest on loans past due 90 days or more may be continued if the loan is well secured, and it is 
believed all principal and accrued interest income due on the loan will be realized, and the loan is 
in the process of collection.  A nonaccrual loan is restored to an accrual status when it is no 
longer delinquent and collectibility of interest and principal is no longer in doubt. 
 

Loan origination fees, net of direct loan origination costs, are deferred and amortized as 
an adjustment of the loan's yield generally over the contractual life of the loan, utilizing the 
interest method. 
 
Impairment of long-lived assets 
 

Long-lived assets, including premises and equipment, which are held and used by the 
Bank, are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable.  If impairment is indicated by that 
review, the asset is written down to its estimated fair value through a charge to noninterest 
expense. 
 
Brokered deposit fees  
 The Bank amortizes fees paid for brokered deposits over the term of such deposits.  
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Basic and diluted earnings (loss) per share 
 

Basic earnings per share (“EPS”) excludes dilution and is calculated by dividing net 
income (loss) available to common stockholders by the weighted-average number of shares of 
common stock outstanding during the period. Diluted EPS is computed in a manner similar to 
that of basic EPS except that the weighted-average number of common shares outstanding is 
increased to include the number of incremental common shares (computed using the treasury 
stock method) that would have been outstanding if all potentially dilutive common shares (such 
as stock options and unvested restricted stock) were issued during the period. As of and for the 
three and nine months ended September 30, 2006, there were no potentially dilutive common 
shares outstanding. 
 
Reclassifications 
 Certain 2005 amounts have been reclassified to conform with the 2006 presentation. Such 
reclassifications had no effect on the 2005 net loss. 
 
Note 3.  Investments 
 

The amortized cost, gross unrealized gains, gross unrealized losses and approximate fair 
values of available for sale and held to maturity securities at September 30, 2006 is reflected in 
the table below. There were no available for sale or held to maturity securities held as of 
December 31, 2005.                                                                                   
      
   Gross Gross  
September 30, 2006  Amortized  Unrealized Unrealized Fair 
Available for sale  Cost Gains Losses Value 
U.S. Government Sponsored       
   Agency Obligations  $    11,000,000 $        39,830  $           -    $   11,039,830 
Mortgage backed securities        10,728,280           14,266       (4,439)      10,738,107 
  $    21,728,280  $       54,096  $   (4,439) $   21,777,937 
      
Held to maturity      
Mortgage backed securities  $      1,819,924 $        25,416  $           -    $     1,845,340 
      

 
At September 30, 2006, gross unrealized holding losses on available for sale securities 

totaled $4,439. The gross unrealized losses have existed for a period of less than three months. 
Management does not believe that any of the unrealized losses as of September 30, 2006 are 
other than temporary, as they relate to mortgage backed securities issued by U.S. Government 
sponsored agencies resulting from changes in the interest rate environment. The Bank has the 
intent and ability to hold these securities to maturity, if necessary, and expects to receive all 
contractual principal and interest related to these investments. As a result, management believes 
that these unrealized losses will not have a negative impact on future earnings or a permanent 
effect on capital. 
 The held to maturity securities are pledged as collateral for municipal deposits. 
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Note 4. Loans receivable 
 

A summary of the Bank’s loan portfolio as of September 30, 2006 is as follows: 
                                          % of Total 
  Balance   Portfolio 
 Residential mortgage loans  $     7,970,028   19.4% 
     
 Commercial real estate loans       14,209,570   34.6% 
     
 Construction loans         1,054,213   2.6% 
     
 Consumer loans:    
 Home equity credit loans       14,766,703   35.9% 
 Other consumer loans         3,098,635   7.5% 
 Total consumer loans       17,865,338   43.4% 
 Total gross loans       41,099,149   100.0% 
 Net deferred loan costs            163,249    
 Allowance for loan losses           (292,000)   
 Loans receivable, net  $    40,970,398    

 
There were no loans receivable past due ninety days or more nor were there any 

nonaccruing loans as of September 30, 2006. There were no loans receivable as of December 31, 
2005. The only activity in the allowance for loan losses for the nine months ended September 30, 
2006 was the $292,000 provision charged to operations. 
 
Note 5. Deposits     
 
 At September 30, 2006 and December 31, 2005, deposits consisted of the following: 
                                  September 30,                 December 31, 

2006 2005 
Non interest bearing        $   3,422,118       $         20,143     
Interest bearing deposits 
 NOW and money market           2,971,620      658,791  

             Savings           12,352,073   1,270,627  
 Time Certificates under $100,000   21,981,849                                -  
 Time Certificates of $100,000                       
                         or more                               12,306,989                                 - 
 
 Total interest bearing deposits         49,612,531                      1,929,418  
Total deposits          $ 53,034,649        $     1,949,561  

 
Included in time deposits at September 30, 2006 and December 31, 2005 were brokered 

deposits totaling $20,005,163 with original maturities of four to thirteen weeks and $-0-, 
respectively and $9,895,428 in brokered deposits with an original maturity of five years and $-0-, 
respectively.  
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The Bank is primarily staying short with the maturities on brokered deposits to better 
match the repricing of its loan portfolio. This will also allow the Bank to lower the percentage of 
brokered deposits to total deposits as they mature by increasing its core deposit base. The 
avenues being pursued in this regard include a focus on customer service to attract deposits from 
all segments of its market area, expanding its branch network as well as utilizing a robust 
business development and marketing strategy.       
 
Note 6.  Available Borrowings 
 

The Bank has established a secured line of credit facility with M&T Bank. At September 
30, 2006, the Bank had the ability to borrow up to $5 million on an overnight basis from M&T 
Bank using a like dollar amount of investments as collateral. There were no borrowings 
outstanding under this line of credit at September 30, 2006. 
 
Note 7. Income Taxes 
  

A reconciliation of the anticipated income tax benefit (computed by applying the 
statutory Federal income tax rate (34%) to the loss before income taxes) to the amount reported 
on the statement of operations for the nine months ended September 30, 2006 (unaudited) is not 
presented since the only significant reconciling item is the change in the valuation allowance to 
adjust the deferred tax asset to $ - 0 -, which is the amount considered by management more 
likely than not to be realized as of September 30, 2006. As a result of the unrealized gain on 
available for sale securities, the Bank recorded a deferred tax liability of $19,615, which results 
in a net deferred tax liability of $19,615 at September 30, 2006. At September 30, 2006, the 
Bank had a net operating loss carryforward of approximately $4.5 million, expiring at various 
dates through 2026. 
 
Note 8.  Loss per Share 
  

The Bank’s loss per share for the three and nine months ended September 30, 2006 was 
calculated by dividing the loss for the respective periods by the weighted average shares 
outstanding. No loss per share was calculated for the three and nine months ended September 30, 
2005 as no shares were outstanding in 2005 until the Bank commenced operations on December 
23, 2005. The calculation of the loss per share for the three and nine months ended September 
30, 2006 appears below: 
     Three Months Ended   Nine Months Ended 
        September 30, 2006               September 30, 2006  

Net Loss          $   ( 1,088,177)        $      (2,971,224) 
 

Weighted Average Shares                5,750,000                 3,497,253 
                                                                     

Basic and diluted loss per share     $        (  0.19)                          $           (  0.85)                                       
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Note 9.  Other Comprehensive Income 
 

Other comprehensive income, which is comprised solely of the change in unrealized 
gains on available for sale securities, net of tax, is as follows: 
 
   Nine Months Ended  
   September 30, 2006  

   Before-
Tax     Net-of-Tax 

   Amount  Taxes   Amount  
Unrealized holding gains arising during the period  $ 49,657 $ 19,615    $30,042
              
Reclassification adjustment for amounts             
     recognized in net loss   -  -    - 
              
Unrealized holding gains on available for sale             
    securities  $ 49,657 $ 19,615  $ 30,042
              
  
            
 
 
Note 10. Related Party Transactions 
 

In the normal course of business, the Bank may grant loans to executive officers, 
directors and members of their immediate families, as defined, and to entities in which these 
individuals have more than a 10% equity ownership.  Such loans are transacted at terms 
including interest rates, substantially the same as those available to unrelated customers.  The 
aggregate dollar amount of advances to related parties was $1,184,643 and $41,250 at September 
30, 2006 and December 31, 2005, respectively. 
 

Related party deposits aggregated approximately $ 2,338,852 and $ 589,499 as of 
September 30, 2006 and December 31, 2005, respectively. 
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Note 11.  Financial Instruments with Off-Balance Sheet Risk 
 
 In the normal course of business the Bank issues commitments to extend credit in the 
future. These commitments involve, to varying degrees, elements of credit and interest rate risk 
in excess of the amounts recognized in the financial statements.  

 
The contractual amounts of these commitments involving credit risk are as 

follows at September 30, 2006 (unaudited) and December 31, 2005:   
 
                         September 30,                   December 31,  

2006 2005 
Future loan commitments                       $        23,651,250              $        479,106 
Unused lines of credit                 14,658,515                               - 
         Total        $       38,309,765              $        479,106 

     
  

The Bank uses the same credit policies and procedures in making commitments 
and conditional obligations as it does for on-balance-sheet instruments and evaluates each 
customer’s creditworthiness on a case by case basis.  
 

Commitments to extend credit are predicated upon the continued 
creditworthiness of the borrower, satisfactory documentation, and the absence of   
any violation of any condition established in the loan commitment. Commitments to extend 
credit generally have fixed expiration dates or other termination clauses and may require 
payment of a fee by the borrower. Since these commitments could expire without being drawn 
upon, the total commitment amounts do not necessarily represent cash requirements.  
 
 Standby letters of credit are written commitments issued by the Bank to guarantee the 
performance of a customer to a third party. Standby letters of credit are an unfunded obligation 
of the Bank and the credit risk involved in issuing these instruments is essentially the same as 
that involved in extending loan facilities to customers. As of September 30, 2006 and December 
31, 2005 the Bank had not issued any standby letters of credit.   
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Item 2. Management’s Discussion and Analysis of Financial Condition and `
 Results of Operations 

 
The following discussion and analysis is intended to assist you in understanding the 

financial condition and results of operations of the Bank. This discussion should be read in 
conjunction with the accompanying unaudited financial statements as of and for the three and 
nine months ended September 30, 2006 and 2005, along with the audited financial statements as 
of and for the year ended December 31, 2005, included in the Bank’s Annual Report for the year 
ended December 31, 2005. Certain amounts in the Bank’s Annual Report have been reclassified 
to make the presentation for the three and nine months ended September 30, 2006 comparable. 
 
Summary 

As of September 30, 2006 the Bank had $81.7 million in total assets, $12.8 million in 
cash and equivalents, $23.6 million in securities, $41.0 million in loans, net of the allowance for 
loan losses, and $53.0 million in deposits. Total equity capital at September 30, 2006 was $28.3 
million, representing a Tier 1 Leverage Capital Ratio of 44.2%. Net interest margin for the three 
months and nine months ended September 30, 2006 was 3.70% and 3.63%, respectively. The 
Bank had net losses of approximately $1,008,000 (or $0.19 per share) and $2,971,000 (or $0.85 
per share) for the three months and nine months ended September 30, 2006, respectively, as 
compared to net losses of $383,000 and $512,000 for the three months and nine months ended 
September 30, 2005, respectively.   

 
The results of operations for the three and nine months ended September 30, 2006 

reflects the early stages of gathering deposits and approving loans. The Bank’s management also 
committed substantial resources during the first and second quarters of 2006 to raising additional 
capital. During the three and nine months ended September 30, 2005 the Bank’s activities 
focused on preparing the Bank’s regulatory application and there were no staff and minimal 
expenses of a branch facility during that period.  

 
Critical Accounting Policy 

In the ordinary course of business, the Bank has made a number of estimates and 
assumptions relating to reporting results of operations and financial condition in preparing its 
financial statements in conformity with accounting principles generally accepted in the United 
States of America. Actual results could differ significantly from those estimates under different 
assumptions and conditions. The Bank’s management believes the following discussion 
addresses the Bank’s only critical accounting policy, which is the policy that is most important to 
the portrayal of the Bank’s financial condition and results of operations and requires 
management’s most difficult, subjective and complex judgments, often as a result of the need to 
make estimates about the effect of matters that are inherently uncertain. The Bank’s management 
has reviewed this critical accounting policy and the resulting estimate with its loan committee. 
Refer to the discussion below under “Allowance for Loan Losses.” 
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Allowance for Loan Losses 
 The allowance for loan losses is established as losses are estimated to have occurred 
through a provision for loan losses charged to earnings. Loans are charged against the allowance 
when management believes the uncollectibility of a loan balance is confirmed. Subsequent 
recoveries, if any, are credited to the allowance. 
 While the Bank has no classified or impaired loans at September 30, 2006, it is expected 
that the Bank’s ongoing allowance for loan losses analysis will result in an allowance for loan 
losses that consists of specific, general and unallocated components. The specific component 
relates to loans that are classified loss, substandard or special mention. For such loans that are 
also classified as impaired, an allowance is established when the discounted cash flows (or 
collateral value or observable market price) of the impaired loan is lower than the carrying value 
of that loan. The general component covers non-classified loans and is based on historical loss 
experience adjusted for qualitative factors. An unallocated component may be maintained to 
cover uncertainties that could affect management’s estimate of probable losses. The unallocated 
component of the allowance reflects the margin of imprecision inherent in the underlying 
assumptions used in the methodologies for estimating specific and general losses in the portfolio. 

The allowance for loan losses is evaluated on a regular basis by management and is based 
on management’s periodic review of the collectibility of the loans in light of historical 
experience, the nature and volume of the loan portfolio, adverse situations that may affect the 
borrower’s ability to repay, estimated value of any underlying collateral and prevailing economic 
conditions. This evaluation is inherently subjective as it requires estimates that are susceptible to 
significant revision as more information becomes available. Based upon this evaluation, 
management believes the allowance for loan losses of $292,000 or 0.71% of gross loans at 
September 30, 2006 is adequate, under prevailing economic conditions, to absorb losses on 
existing loans. At December 31, 2005 there were no loans as the Bank had just commenced 
operations. 
 
Recent Accounting Changes 
 There were no recent accounting changes that impacted the Bank’s procedures during the 
three months ended September 30, 2006. 
 
Recently Issued Accounting Standards 

In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty 
in Income Taxes — An Interpretation of FASB Statement No. 109” (“FIN 48”). FIN 48 clarifies 
the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements 
in accordance with FASB Statement No. 109, “Accounting for Income Taxes.” FIN 48 also 
prescribes a recognition threshold and measurement attribute for the financial statement 
recognition and measurement of a tax position taken or expected to be taken in a tax return. In 
addition, FIN 48 provides guidance on derecognition, classification, interest and penalties, 
accounting in interim periods, disclosure and transition. The provisions of FIN 48 are effective 
for fiscal years beginning after December 15, 2006. The provisions of FIN 48 are to be applied to 
all tax positions upon initial adoption of this standard. Tax positions must meet the more-likely-
than-not recognition threshold at the effective date in order for the related tax benefits to be 
recognized or continue to be recognized upon adoption of FIN 48. The Bank has not yet 
determined the potential financial statement impact of adopting FIN 48.  
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Comparison of Financial Condition as of September 30, 2006 versus December 31, 2005 
 
General 
 The Bank’s total assets were $81.7 million at September 30, 2006, an increase of $65.1 
million (391%) from $16.6 million at December 31, 2005. Earning assets as of September 30, 
2006 were $77.7 million, an increase of $62.1 million (398%) from $15.6 million at December 
31, 2005. This growth in earning assets reflects both the utilization of the $19.0 million of capital 
raised, net of stock issuance costs, to purchase investment securities totaling $23.6 million at 
September 30, 2006 and the utilization of the approximate $51.1 million in deposit growth to 
fund the approximate $41.0 million of loan growth during the first nine months of 2006.    
 
Federal funds sold and short term investments 
 The balance in Federal funds sold was $10.4 million at September 30, 2006, which is a 
decrease of $5.2 million as compared to the $15.6 million balance at December 31, 2005. As 
Federal funds sold are invested overnight, this liquidity provides a source of income as well as 
funding for loans for the portfolio and mortgages held for sale in keeping with the guidelines 
established by the Bank’s Asset and Liability Management Committee. 
 
Loans 
 Loans, net of the allowance for loan losses, reached $41.0 million at September 30, 2006. 
The loan portfolio consisted of commercial real estate loans of $14.2 million, home equity lines 
of credit of $14.8 million, adjustable rate mortgages of $8.0 million, consumer loans of $3.1 
million and construction loans of $1.1 million. The ratio of gross loans to deposits as of 
September 30, 2006 was 77.3% up from the June 30, 2006 ratio of 76.7%, as the Bank continues 
to advance towards its targeted loan to deposit ratio of 80% to 90%. 
 
Allowance for Loan Losses and Non-Accrual, Past Due and Restructured Loans 
 The Bank is required to provide for loan losses based on various factors. The allowance 
for loan losses consists solely of the current year provision of $292,000 as calculated for the first 
nine months of 2006. The Bank has not experienced any non-accrual or restructured loans during 
its first nine months of operations. Two loans were 30 days past due totaling approximately $1.0 
million at September 30, 2006. Both of these loans have since been brought to a current status. 
 
Deposits 
 Deposits were $53.0 million at September 30, 2006, an increase of $51.1 million from the 
$1.9 million in deposits at December 31, 2005. Noninterest bearing deposits were approximately 
$3.4 million at September 30, 2006, substantially all of which were raised during the first nine 
months of 2006. Interest bearing deposits were approximately $49.6 million at September 30, 
2006, an increase of $47.7 million from the $1.9 million in interest bearing deposits at December 
31, 2005. The growth in savings accounts of $11.1 million and the purchase of $29.9 million of 
brokered deposits during the nine months of 2006 has provided the primary funding source for 
the growth in the loan portfolio.   
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Advances from Organizers 
 Advances from organizers decreased approximately $2.0 million primarily as a result of 
being converted into common stock in the offering of the Bank’s common stock that was 
completed on June 30, 2006.   
 
Accrued expenses and other liabilities 

Accrued expenses and other liabilities decreased $114,600 to $418,000 at September 30, 
2006 from $532,600 at December 31, 2005. This decrease was primarily caused by the payment 
for automated systems, which had been in accounts payable at December 31, 2005, but the 
system has since been installed, and payments have been made.   

 
Results of Operations 
 The Bank experienced a net loss of $2,971,000 during the nine months ended September 
30, 2006 as compared to a net loss of $512,000 for the first nine months of 2005. The results for 
the nine months ended September 30, 2006 include a full staffing complement to operate a one 
branch bank and to staff a loan origination and loan sale function, the latter of which is 
anticipated to contribute positively to our future results of operations. The operating results for 
the nine months ended September 30, 2005 reflect the fact that the Bank was in organization 
prior to opening on December 23, 2005.   
 
Net interest income 
 The Bank’s net interest income is dependent primarily upon the difference or spread 
between the average yield earned on loans and securities and the average rate paid on deposits 
and borrowings as well as the relative amounts of such interest earning assets and interest 
bearing liabilities. As the Bank only began its operations in late December of 2005 after raising 
$14.0 million in capital before stock issuance costs of $ 296,516, the spread between Federal 
funds sold and its equity capital, which has no interest expense component, contributed 
significantly to net interest income. The Bank completed its second stock offering on June 30, 
2006 in which it raised $20.5 million in capital, before stock issuance costs of $ 1,504,085, 
which was invested for the entire quarter ended September 30, 2006 and therefore contributed to 
the increase in interest income during this period. The Bank, like other banking institutions, is 
subject to interest rate risk to the degree that its interest bearing liabilities reprice at different 
times than its interest earning assets.   
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Average Balances, Yields and Rates 
The following table presents average balance sheets (daily averages), interest income, 

interest expense, and the corresponding annualized rates on earning assets and rates paid on 
interest bearing liabilities for the three months ended September 30, 2006. No similar schedule is 
presented for the three months ended September 30, 2005 as the Bank was in organization and 
therefore was not able to accept deposits or make loans. 
 

Distribution of Assets, Liabilities and Shareholders’ Equity: 
Interest Rates and Interest Differential 

 
                                                                         Three Months Ended September 30, 2006 
   Average  Average 
   Balance Interest Rate 
Interest earning assets     
 Loans (1)   $     28,359,412  $ 528,049  7.45%

 

Investments 
Federal funds sold 
Loans held for sale  

        13,181,065      
        19,907,314    
          1,624,747 

   196,187      
   254,469      
    28,782  

5.95% 
5.11% 
7.09%

Total interest earning assets          63,072,538      1,007,487  6.39%
      
      
Cash and due from banks           2,201,059    
Premises and equipment, net              749,214    
Allowance for loan losses             (215,772)   
Other             1,035,618   
Total assets   $     66,842,657    
      
      
Interest bearing liabilities     
 Savings deposits   $     11,143,731      118,989  4.27%
 Money market and NOW            2,980,384        28,213  3.79%
 Time deposits          19,483,898       277,230  5.69%
Total interest bearing liabilities          33,608,013         424,432  5.05%
      
Non-interest bearing deposits            3,967,327    
Accrued expenses and      
 other liabilities               405,307    
Stockholders' equity          28,862,010    
Total liabilities and equity   $     66,842,657    
      
Net interest income    $ 583,055   
      
Interest spread    1.34%

Interest margin    3.70%
      
(1) There were no nonaccruing loans during the three months ended September 30, 2006.  
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The following table presents average balance sheets (daily averages), interest income, 
interest expense, and the corresponding annualized rates on earning assets and rates paid on 
interest bearing liabilities for the nine months ended September 30, 2006. No similar schedule is 
presented for the nine months ended September 30, 2005 as the bank was in organization and 
therefore was not able to accept deposits or make loans. 
 
                                                                        Nine Months Ended September 30, 2006 
   Average  Average 
   Balance Interest Rate 
Interest earning assets     
 Loans (1)   $     14,237,436  $ 769,730  7.21%

 

Investments 
Federal funds sold 
Loans held for sale  

          4,407,730 
        18,114,295   
             541,582  

   196,778      
    652,299     
     28,975  

5.95% 
4.80% 
7.13%

Total interest earning assets          37,301,043      1,647,782  5.89%
      
      
Cash and due from banks           1,613,596    
Premises and equipment, net              622,011    
Allowance for loan losses             (103,611)   
Other               851,594    
Total assets   $    40,284,633    
      
      
Interest bearing liabilities     
 Savings deposits   $       8,907,336    270,582  4.05%
 Money market and NOW            1,766,178       42,058  3.18%
 Time deposits           7,604,242    320,550  5.62%
Total interest bearing liabilities          18,277,756        633,190  4.62%
      
Non-interest bearing deposits            3,080,490    
Accrued expenses and      
 other liabilities            1,614,248   
Shareholders' equity          17,312,139    
Total liabilities and equity   $     40,284,633    
      
Net interest income   $ 1,014,592   
      
Interest spread    1.27%

Interest margin    3.63%
      

(1)There were no nonaccruing loans during the nine months ended September 30, 2006.  
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Changes in Assets and Liabilities and Fluctuations in Interest Rate 
 
 As the Bank was in organization and had no loans, investments or interest bearing 
liabilities during the three months or nine months ended September 30, 2005, the change in 
interest for the three months and nine months ended September 30, 2006 as compared to the 
three months and nine months ended September 30, 2005 was primarily due to increased volume. 
Net interest income was approximately $583,000 and $1,015,000 for the three and nine months 
ended September 30, 2006, respectively. This is compared to net interest income of 
approximately $3,000 and $6,000 for the three and nine months ended September 30, 2005, 
respectively.  
 
Provision for Loan Losses 

The provision for loan losses for the three months and nine months ended September 30, 
2006 was $107,000 and $292,000, respectively. There was no provision for the three months and 
nine months ended September 30, 2005 as the Bank was in organization and did not have any 
loans receivable at that time. 
   

The allowance for loan losses totaled $292,000 or 0.71% of total loans as of September 
30, 2006. This represents the amount considered necessary by management to maintain an 
adequate allowance for loan losses based on management’s analysis of loan risk ratings and other 
factors.  
  
Noninterest income   
 Noninterest income was approximately $21,000 and $33,000 for the three and nine 
months ended September 30, 2006, respectively. This income was primarily from deposit service 
charges of $9,000 and $19,000 for the three and nine month periods, respectively, and gains on 
sale of loans of $9,000, which were recognized in the three months ended September 30, 2006. 
There was no noninterest income for the three and nine months ended September 30, 2005, a 
period prior to the Bank’s beginning operations.  
 
Noninterest expense 
 Total noninterest expense was approximately $1,505,000 for the three months ended 
September 30, 2006 versus approximately $386,000 for the same period in 2005, an increase of 
$1,119,000. The cause of the increase relates to the fact that the Bank opened on December 23, 
2005 as compared to the Bank’s being in organization prior to opening. Increases in staff 
expense and occupancy and equipment expense were the primary causes of the overall increase. 
Staff expense was approximately $730,000 for the three months ended September 30, 2006 
reflecting forty full time equivalent employees at September 30, 2006, which compares to 
$200,000 in staff expense during the three months ended September 30, 2005, when the bank 
was in organization.  
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Occupancy expense was approximately $226,000 for the three months ended September 
30, 2006 an increase of approximately $167,000 over the $59,000 incurred during the three 
months ended September 30, 2005. The primary cause of the increase in occupancy for the three 
months ended September 30, 2006 as compared to the three months ended September 30, 2005 
was rent expense related to the new administrative office facility in Rye Brook, New York.  
 

Other operating expense was $549,000 for the third quarter of 2006, an increase of 
$422,000 compared to $127,000 for the third quarter of 2005. The primary contributors to the 
increase in other operating expense were data processing expense, professional fees, advertising 
and commission expense paid to loan representatives as loans are closed, which increased 
$72,000, $76,000, $48,000 and $33,000, respectively. Certain other expenses increased due to 
the fact that there were no similar expenditures incurred during the three months ended 
September 30, 2005 as operations had not yet begun. 

 
Return on Average Equity and Average Assets 

The return on average equity reflecting losses for the three and nine months ended 
September 30, 2006 were (14.0)% and (22.9)%, respectively. For the three and nine months 
ended September 30, 2005 the return on average equity reflecting losses were (296.5) % and 
(183.9) %, respectively. 
 
 The return on average assets reflecting losses for the three and nine months ended 
September 30, 2006 were (6.03)% and (9.83)%, respectively. For the three and nine months 
ended September 30, 2005 the return on average assets reflecting losses were (163.5) % and 
(87.5) %, respectively. 
 
Liquidity 
 The liquidity ratio is defined as the percentage of liquid assets to total assets. The 
following categories of assets in the accompanying balance sheet are considered liquid assets: 
cash and due from banks, federal funds sold, available for sale investments (which have not been 
pledged to secure municipal deposits) and loans held for sale. Liquidity is a measure of the 
Bank’s ability to generate adequate cash to meet financial obligations. The principal cash 
requirements of a financial institution are to cover downward fluctuations in deposits and 
increases in its loan portfolio. In addition to the liquid assets on the balance sheet the Bank has in 
place a $5.0 million overnight secured line of credit to meet daily needs. No borrowings have 
been made against this line during the first nine months of 2006.     

 
Management believes that the Bank’s short term assets provide excess liquidity with 

liquid assets of approximately $35.7 million (43.7% of total assets) at September 30, 2006 and 
$15.8 million (95.0% of total assets) at December 31, 2005. The existing excess liquidity will be 
used to fund new loans and as collateral to secure municipal deposits as well as to meet potential 
fluctuations in deposits. As the Bank begins to fund loans at higher rates than liquid assets, the 
liquidity ratio will be reduced to a targeted level of approximately 10% of total assets. 
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Capital 
 The Bank raised $14.0 million in capital net of stock issuance costs of $296,516 on 
December 22, 2005. On June 30, 2006, the Bank sold an aggregate of 3,416,666 shares of its 
Common Stock at $6.00 per share for an aggregate selling price of $20,499,996 in cash.  Stock 
issuance costs aggregated $1,504,085 (including financial advisory fees and selling commissions 
aggregating $1,174,756) resulting in the net proceeds of $18,995,911 which were applied to 
augment the Bank’s capital. 
 

The following table illustrates the Bank’s regulatory capital ratios at the dates indicated: 
                     

             September 30,           December 31,   
      2006                  2005 

Amount         Ratio      Amount   Ratio    
                          (Dollars in thousands) 

Tier 1 (Leverage) Capital  
          to Average Assets $ 28,218       42.22%     $ 12,194 308.08%  
     

Tier 1 Capital to Risk-                                  
          Weighted Assets $ 28,218       84.72%     $ 12,194        308.08% 
 

Total Capital to Risk-                                    
          Weighted Assets         $ 28,528       85.65%      $ 12,194    1,064.05% 

 
 Capital adequacy is one of the most important factors used to determine the safety and 
soundness of individual banks. Based on the above ratios, the Bank is considered to be “well 
capitalized” under applicable regulations. To be considered “well capitalized” an institution must 
generally have a leverage capital ratio of at least 5%, a Tier 1 risk-based capital ratio of at least 
6% and a total risk-based ratio of at least 10%.  
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Market Risk 
 Market risk is defined as the sensitivity of income to fluctuations in interest rates, foreign 
exchange rates, equity prices, commodity prices and other market-driven rates or prices. Based 
on the nature of the Bank’s business, market risk is primarily limited to interest rate risk, defined 
as the impact of changing interest rates on current and future earnings. 
 
 The Bank’s goal is to maximize long-term profitability, while minimizing its exposure to 
interest rate fluctuations. The first priority is to structure and price the Bank’s assets and 
liabilities to maintain an acceptable interest rate spread, while reducing the net effect of changes 
in interest rates. In order to reach an acceptable interest rate spread, the Bank must generate loans 
and seek acceptable long-term investments to replace lower yielding balances in Federal funds 
sold. The focus also must be on maintaining a proper balance between the timing and volume of 
assets and liabilities re-pricing within the balance sheet. One method of achieving this balance is  
to originate variable rate loans for the portfolio to offset the short-term re-pricing of the  
liabilities. In fact, a number of interest bearing deposit products have no contractual maturity. 
Customers may withdraw funds from their accounts at any time and deposit balances may 
therefore run off unexpectedly due to changing market conditions. 
 
 The exposure to interest rate risk is monitored by the Bank’s Senior Management and is 
reported to the Bank’s Asset and Liability Management Committee on a quarterly basis. 
Management reviews the interrelationships within the balance sheet to maximize net interest 
income within acceptable levels of risk. 
 
Impact of Inflation and Changing Prices     
 The Bank’s financial statements have been prepared in terms of historical dollars, without 
considering changes in the relative purchasing power of money over time due to inflation. Unlike 
most individual companies, virtually all of the assets and liabilities of a financial institution are 
monetary in nature. As a result, interest rates have a more significant impact on a financial 
institution’s performance than the effect 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. Notwithstanding this fact, inflation can directly affect the value of loan collateral, in 
particular, real estate. Inflation, or disinflation, could significantly affect the Bank’s earnings in 
future periods.   
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“Safe Harbor” Statement Under Private Securities Litigation Reform Act of 1995  
 Some of the statements under “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations,” and elsewhere in this Report on Form 10-QSB may 
include forward-looking statements which reflect our current views with respect to future events 
and financial performance. Statements which include the words “expect,” “intend,” “plan,” 
“believe,” “project,” “anticipate” and similar statements of future or forward-looking nature 
identify forward-looking statements for purposes of the federal securities laws or otherwise. All 
forward-looking statements address matters that involve risks and uncertainties. Accordingly, 
there are or will be important factors that could cause actual results to differ materially from 
those indicated in these statements or that could adversely affect the holders of our common 
stock. These factors include, but are not limited to, (1) changes in prevailing interest rates which 
would affect the interest earned on the Bank’s interest earning assets and interest paid on its 
interest bearing liabilities, (2) the timing of re-pricing of the Bank’s interest earning assets and 
interest bearing liabilities, (3) the effect of changes in governmental monetary policy, (4) the 
effect of changes in regulations applicable to the Bank and the conduct of its business, (5) 
changes in competition among financial service companies, including possible further 
encroachment of non-banks on services traditionally provided by banks and the impact of 
recently enacted federal legislation, (6) the ability of competitors which are larger than the Bank 
to provide products and services which are impractical for the Bank to provide, (7) the effect of 
the loss of any executive officer, key personnel, or director, (8) the effect of the Bank’s opening 
branches and the receipt of regulatory approval to complete such actions, (9) concentration of the 
Bank’s business in its market area, (10) the concentration of the Bank’s loan portfolio in 
commercial loans to small-to-medium sized businesses, which may be affected more severely 
than larger businesses during periods of economic weaknesses and (11) the lack of seasoning in 
the  Bank’s loan portfolio, which may increase risk for future credit defaults. 
 
 Although the Bank believes that it offers the loan and deposit products and has the 
resources needed for success, future revenues and interest spreads and yields cannot be reliably 
predicted. These trends may cause the Bank to adjust its operations in the future. Because of the 
foregoing and other factors, recent results should not be considered reliable indicators of future 
financial results. 
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Item 3.  Controls and Procedures   
 

(a) Evaluation of Disclosure Controls and Procedures 
 
The Bank’s disclosure controls have been effective according to the Bank’s Chief 

Executive Officer and its Chief Financial Officer based upon an evaluation As of September 30, 
2006 of the Bank’s recently formulated disclosure controls and procedures.  

 
As used herein, “disclosure controls and procedures” mean controls and other procedures 

of the Bank that are designed to ensure that information, required to be disclosed by the Bank in 
the reports that it files or submits under the Securities Exchange Act, is recorded, processed, 
summarized and reported, within the time periods specified in the applicable rules and forms. 
Disclosure controls and procedures include, without limitation, controls and procedures designed 
to ensure that information required to be disclosed by the Bank in the reports that it files or 
submits under the Securities Exchange Act is accumulated and communicated to the Bank’s 
management, including its principal executive and principal financial officers, or persons 
performing similar functions, as appropriate to allow timely decisions regarding required 
disclosure.    

 
(b) Changes in Internal Controls 

 
 
There have not been any significant changes in the Bank’s internal controls or in other 

factors that occurred during the quarter ended September 30, 2006 that could significantly affect 
these controls subsequent to the evaluation referenced in paragraph (a) above.   
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PART II 
Other Information 

  
 
Item 1. Legal Proceedings 
 
 Not applicable. 
 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 
 
 Not applicable – During the quarter ended September 30, 2006, the Bank had no 
unregistered sales of securities. 
 
Item 3. Defaults Upon Senior Securities 
 
          Not applicable. 
 
Item 4. Submission of Matters to a Vote of Security Holders 
  

Not applicable. 
 
Item 5. Other Information 
 
 (a) Not applicable. 
 
 (b) The Bank does not currently have in place a nominating committee or procedure by 
which security holders may recommend nominees to the Bank’s board of directors. 
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(a) Item 6. Exhibits    
 
 

(b) Exhibits  
 
 

 Exhibit No. Description 

31.1 Certification by Chief Executive Officer 
Pursuant to Rule 13a-14. 

31.2 Certification by Chief Financial Offer 
Pursuant to Rule 13a-14. 

32.1 Certification of Chief Executive Officer 
Pursuant to 18 U.S.C. as Adopted 
Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. 

32.2 Certification of Chief Financial Officer 
Pursuant to 18 U.S.C. Section 1350 as 
Adopted Pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002. 
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SIGNATURES 
 

In accordance with the requirements of the Exchange Act, the registrant caused this report to be 
signed on its behalf by the undersigned, thereunto duly authorized. 
 
 
     USA Bank 
 
 
Date: November 13, 2006                   __/S/ Fred A. DeCaro Jr.____________ 
     Name: Fred A. DeCaro, Jr. 
     Chairman and Chief Executive Officer 
 
 
 
 
 
Date: November 13, 2006                  ___/S/ Paul V. Erwin________________  
     Name: Paul V. Erwin 
     Senior Vice President and Chief Financial Officer 

         and Secretary  
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EXHIBIT 31.1 
 

CERTIFICATION 
BY PRINCIPAL EXECUTIVE OFFICER 

PURSUANT TO RULE 13a-14 
 

I, Fred A. DeCaro, Jr., certify that: 

1.  I have reviewed this quarterly report on Form 10-QSB of USA Bank; 

2.  Based on my knowledge, this report does not contain any untrue statement of a 
material fact or omit to state a material fact necessary to make the statements made, in light of 
the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report; 

3.  Based on my knowledge, the financial statements, and other financial information 
included in this report, fairly present in all material respects the financial condition, results of 
operations and cash flows of the small business issuer as of, and for, the periods presented in this 
report; 

4.  The small business issuer’s other certifying officer and I are responsible for 
establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-15(e) and 15d-15(e)) for the small business issuer and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure 
controls and procedures to be designed under our supervision, to ensure that material information 
relating to the small business issuer, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being 
prepared; 

(b)  [Omitted as permitted by Exchange Act Release No. 47986]; 

(c) Evaluated the effectiveness of the small business issuer’s disclosure controls and 
procedures and presented in this report our conclusions about the effectiveness of the disclosure 
controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

(d) Disclosed in this report any change in the small business issuer’s internal control 
over financial reporting that occurred during the small business issuer’s most recent fiscal 
quarter (the small business issuer’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the small business issuer’s 
internal control over financial reporting; and 

5.  The small business issuer’s other certifying officer and I have disclosed, based on our 
most recent evaluation of internal control over financial reporting, to the small business issuer’s 
auditors and the audit committee of the small business issuer’s board of directors (or persons 
performing the equivalent functions): 



EXHIBIT 31.1 
               (continued) 

 

 (a) All significant deficiencies and material weaknesses in the design or operation of 
internal control over financial reporting which are reasonably likely to adversely affect the small 
business issuer’s ability to record, process, summarize and report financial information; and 

(b) Any fraud, whether or not material, that involves management or other employees 
who have a significant role in the small business issuer’s internal control over financial 
reporting. 

 
 

__/S/ Fred A. DeCaro Jr._________ 
Fred A. DeCaro, Jr. 
Chairman and Chief Executive Officer 
(Principal executive officer) 

 
 
November 13, 2006 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



EXHIBIT 31.2 
CERTIFICATION 

BY PRINCIPAL FINANCIAL OFFICER 
PURSUANT TO RULE 13a-14 

 
I, Paul V. Erwin, certify that: 

1.  I have reviewed this quarterly report on Form 10-QSB of USA Bank; 

2.  Based on my knowledge, this report does not contain any untrue statement of a 
material fact or omit to state a material fact necessary to make the statements made, in light of 
the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report; 

3.  Based on my knowledge, the financial statements, and other financial information 
included in this report, fairly present in all material respects the financial condition, results of 
operations and cash flows of the small business issuer as of, and for, the periods presented in this 
report; 

4.  The small business issuer’s other certifying officer and I are responsible for 
establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-15(e) and 15d-15(e)) for the small business issuer and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure 
controls and procedures to be designed under our supervision, to ensure that material information 
relating to the small business issuer, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being 
prepared; 

(b)  [Omitted as permitted by Exchange Act Release No. 47986]; 

(c) Evaluated the effectiveness of the small business issuer’s disclosure controls and 
procedures and presented in this report our conclusions about the effectiveness of the disclosure 
controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

(d) Disclosed in this report any change in the small business issuer’s internal control 
over financial reporting that occurred during the small business issuer’s most recent fiscal 
quarter (the small business issuer’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the small business issuer’s 
internal control over financial reporting; and 

5.  The small business issuer’s other certifying officer and I have disclosed, based on our 
most recent evaluation of internal control over financial reporting, to the small business issuer’s 
auditors and the audit committee of the small business issuer’s board of directors (or persons 
performing the equivalent functions): 

 



EXHIBIT 31.2 
              (continued) 

  

(a) All significant deficiencies and material weaknesses in the design or operation of 
internal control over financial reporting which are reasonably likely to adversely affect the small 
business issuer’s ability to record, process, summarize and report financial information; and 

 

(b) Any fraud, whether or not material, that involves management or other employees 
who have a significant role in the small business issuer’s internal control over financial 
reporting. 

 
 
 

____/S/ Paul V. Erwin_________________ 
Paul V. Erwin 
Senior Vice President and Chief Financial 
Officer 
(Principal financial officer) 

 
 
November 13, 2006 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



EXHIBIT 32.1 
 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES –OXLEY ACT OF 2002 

 
In connection with the Quarterly Report of USA BANK (the “Bank”) on Form 10-QSB for 

the period ended September 30, 2006 as transmitted for filing with the Federal Deposit Insurance 
Corporation on the date hereof (the “Report”), I, Fred A. DeCaro, Jr., the Chief Executive 
Officer of the Bank, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the 
Sarbanes-Oxley Act of 2002, that: 

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of 
the Securities Exchange Act of 1934; and 

 
(2)  The information contained in the Report fairly presents, in all material 

respects, the financial condition and results of operations of the Bank. 
 

 
November 13, 2006 
 

 
 
__/S/ Fred A. DeCaro Jr.__________ 
Fred A. DeCaro, Jr. 
Chairman and Chief Executive Officer 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



EXHIBIT 32.2 
 
 
 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES –OXLEY ACT OF 2002 

 
In connection with the Quarterly Report of USA BANK (the “Bank”) on Form 10-QSB for 

the period ended September 30, 2006 as transmitted for filing with the Federal Deposit Insurance 
Corporation on the date hereof (the “Report”), I, Paul V. Erwin, the Chief Financial Officer of 
the Bank, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-
Oxley Act of 2002, that: 

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of 
the Securities Exchange Act of 1934; and 

 
(2)  The information contained in the Report fairly presents, in all material 

respects, the financial condition and results of operations of the Bank. 
 
 

November 13, 2006  
 
 
__/S/ Paul V. Erwin_____________ 
Paul V. Erwin 
Senior Vice President and Chief Financial 
Officer 

 
 


