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FORMFRY-6 
New Windsor Ban corp, Inc. 

New Windsor, Maryland 

Fiscal Year Ending December 31,2014 

Report Item 

1. a. The BHC is not required to file form 1 OK with the SEC. 

1. b. The BHC prepares an annual repmi for its stockholders. This repmi will be mailed to the 
Federal Reserve Bank upon completion in April2015. 

2. a. Organizational Chart - all incorporated in State of Maryland 

New Windso1· Bancorp, Inc. (BHC) 

New Windsor, Maryland 

(owns 100% of all subsidiaries) 

I I 
New Windsor State Bank New Windsor Capital Trust I New Windsor Holdings, LLC 
New Windsor, Maryland New Windsor, Maryland New Windsor, Maryland 

100% ownership by BHC 100% ownership by BHC 100% ownership by BHC 

BHC managing member 



FORMFRY-6 
New Windsor Bancorp, Inc. 

New Windsor, Maryland 

Fiscal Year Ending December 31, 2014 

Report Item 

3. Stockholders 

Current stockholders with ownership, control or holdings of 5% or more with power to vote 
as ofDecember 31,2014. 

(1)(c) 
(l)(a) (l)(b) Number and Percentage of 
Name & Address Country of Citizenship Each Class of Voting Securities 

CEDE & Company (streetname broker) USA 233,515 40.0% 
New York, New York 

Frail Developers, Inc. USA 54,344 9.3% 
Mt. Airy, Maryland 

H. McKinley Coffinan USA 37,321 6.4% 
New Windsor, Maryland 

Carroll L. Yingling USA 32,123 5.5% 
Westminster, Mary land 

3.(2) None 
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Report Item 

4. Directors and Officers 

(1) 
Name & Address 

Stephen E. Bohn 
Westminster, MD 21158 

Mark E. Bollinger 
Westminster, MD 21158 

Holly J. Harrison Frey 

Mt.Airy,MD 21771 

Todd L: Herring 
Taneytown, MD 21787 

Willard L. Hawkins, Jr. 
NewWindsor,MD 21776 

FORMFRY-6 
New Windsor Bancorp, Inc. 

New Windsor, Maryland 
Fiscal Year Ending December 31,2014 

(3)(a) 
Title & Position 

(2) with Bank 
Principal Occupation _!:Iolding Company 

Automobile Dealer Director 

Insurance Director 

Real Estate Director 

Sole Proprietor Director 

Retired - Veterinarian I Director 

Veterinary Medical Vice President 

Officer 

(3)(b) 
Title & Position 
with Subsidiaries 

Director -New 
Windsor State Bank 

Director- New 
Windsor State Bank 

Director -New 

Windsor State Bank 

Director- New 
Windsor State Bank 

Director -New 

Windsor State Bank 
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(3)(c) 
Title & Position 
with Other 
Businesses 

President - Widetrac 
Automotive, LLC 

President- Barnes Bollinger 
Insurance Services, Inc. 

Vice President - Frall 

Developers, Inc. 

Vice President - Milrey Inc. 

(4)(a) (4)(b) 
Percentage of Voting Percentage of 
Shares in Bank Voting Shares 
Holding Company in Subsidiaries 

0.17% N/A 

0.34% N/A 

9.31% N/A 

Vice President- Jesse Smitth LLP 

Vice President- Hope 

Valley Exec. Golf, Inc. 

Vice President - U.I. Builders, Inc. 

President - The Holly Land Partnership 

Vice President- Harvest Ridge 

Associates LLP 

President- Mary Jane LLP 

Vice President - PSRP Inc. 

President -Adam Land LLC 

President - Central MD 

Rehabilitation Services 

Owner- Windsor Farm 

Shareholder- Carroll 

Emergency Clinic 

0.09% N/A 

1.04% N/A 

(4)(c) 
List names of other 
companies if25% or 
more of voting securities 

Barnes Bollinger Ins 
Svcs Inc 

50% 

N/A 

Windsor Farm 

100% 



Report Item 

4. Directors and Officers 

(I) 
Name & Address 

Georgia S. Hoff 
Finksburg, MD 21048 

William G. Jones 
Westminster,MD 21157 

E. Suzan Miller ,J.D. 
Westminster,MD 21157 

G. Melvin Mills, Jr. 
Taneytown, MD 21787 

Tom N. Rasmussen 
Finksburg, MD 21048 

D. Arthur Seibel, Jr. 
Finksburg, MD 21048 

(2) 
Principal Occupation 

Real Estate Broker 

Certified Public 
Accountant 

Attorney at Law 

Sole Proprietor 

Banker 

Retired- Managing 
Director I Chief 
Financial Officer 

FORMFRY-6 
New Windsor Bancorp, Inc. 

New Windsor, Maryland 
Fiscal Year Ending December 31,2014 

(3)(a) 
Title & Position 
with Bank 
Holding Company 

Director 

Director 

Director 

Director 

Director 
President & CEO 

Director 
Chainnan 

(3)(b) 
Title & Position 
with Subsidiaries 

Director- New 
Windsor State Bank 

Director- New 
Windsor State Bank 

Director- New 
Windsor State Bank 

Director - New 
Windsor State Bank 

Director, President & 
CEO -New Windsor 
State Bank 

Chainnan - New 
Windsor State Bank 

(3)(c) 
Title & Position 
with Other 
Businesses 

Co-Owner- Samuel C. Hoff 
Agency 

Attorney-at-Law 

President/Owner - Mills 
Communications, Inc. 

Chainnan- WuesthoffHealth 
System 

Director - Carroll Hospital 
Center Foundation 

Chairman- Baytree Community 
Development District 

Director- Community 
Foundation of Carroll County 

Director- Historical Society 
of Carroll County 
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(4)(a) 
Percentage of Voting 
Shares in Bank 
Holding Company 

1.18% 

0.20% 

0.10% 

0.23% 

0.26% 

2.79% 

(4)(b) 
Percentage of 
Voting Shares 
in Subsidiaries 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

(4)(c) 
List names of other 
companies if25% or 
more of voting securities 

Samuel C. Hoff Agency 
50% 

N/A 

Mills Comm. Inc. 
!00% 

N/A 

N/A 
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Results: A list of branche~ for your depository institution: NEW WINDSOR STATE BANK (ID_RSSD: 57228). 
This depository institution is held by NEW WINDSOR BANCORP, INC. (2520913) of NEW WINDSOR, MD. 
The data are as of 12/31/2014. Data reflects Information that Was received and processed through 01/07/2015. 

Reconciliation and Verification Steps 
1. In the Data Action column of each branch row, enter one or more of the actions specified below. 
2. If required, enter the date in the Effective Date column. 

Actions 
OK: If the branch information is correct, enter 'OK' in the Data Action column. 
Change~ If the branch information is Incorrect or incomplete, revise the data, enter 'Change' in the Data Action column and the date when this Information first became valid in the Effective Date column. 
Close: If a branch listed was sold or closed, enter 'Close' in the Data Action column and the sale or closure date In the Effective Date column. 
Delete: If a branch listed was never owned by this depository institution, enter 'Delete' In the Data Action column. 
Add: If a reportable branch is missing, insert a row, add the branch data, and enter 'Add' in the Data Action column and the opening or acquisition date in the Effective Date column. 

If printing this list, you may need to adjust your page setup in MS Excel. Try using landscape orientation, page scaling, and/or legal sized paper. 

Submission Procedure 
When you are finished, send a saved copy to your FRB contact. See the detailed instructions on this site for more information. 
If you are e-mailing this to your FRB contact, put your Institution name, city and state in the subject line of the e-mail. 

Note: 
To satisfy the FR Y-10 reporting requirements, you must also submit FR Y-10 Domestic Branch Schedules for each branch with a Data Action of Change, Close, Delete. or Add. 
The FR Y-10 report may be submitt~d in a hardcopy format or via the FR Y-10 Online application- https://ylOonline.federalreserve.gov. 

• FDIC UNINUM, Office Number, and ID_RSSD columns are for reference only. Verification of these values is not required. 
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NEW WINDSOR BANCORP, INC. 
SELECTED CONSOLIDATED FINANCIAL HIGHLIGHTS 

Year-End Balances 
2014 2013 2012 2011 2010 

Assets $ 282,643,079 $ 279,193,605 $ 269,216,799 $ 262,453,189 $ 249,560,568 

Investment securities 33,807,111 50,372,738 41,825,044 23,358,227 13,737,907 

Loans 231,750,646 214,662,719 198,987,069 195,499, 19I 202,467,573 

Deposits 240,064,467 245,465,149 244,671,178 238,500,628 223,456,659 

Short -term debt 16,680,154 9,631,853 537,186 637,289 820,497 

Long-term debt 10,500,000 10,500,000 10,500,000 10,500,000 10,500,000 

Stockholders' equity 14,325,874 12,834,818 12,799,281 12,042,966 14,114,411 

Average Balances 

Assets $ 282,507,142 $ 273,754,028 $ 267,765,224 $ 260,833,659 $240,155,517 

Investment securities 42,568,525 45,150,010 35,870,127 19,937,345 13,070,612 

Loans 225,564,491 201,474,774 196,608,532 198,729,010 196,306,849 

Deposits 241,399,619 249,284,976 243,600,145 235,307,795 217,665,847 

Short-term debt 16,224,336 653,500 691,097 675,962 678,155 

Long-term debt 10,500,000 10,500,000 10,500,000 10,500,000 7,071,110 

Stockholders' equity 13,627,898 12,732,446 12,398,869 13,829,534 14,241,633 

Summary of Operations 

Interest income $ 11,171,698 $ 10,510,458 $ 11,134,515 $ 11,946,208 $ 12,524,285 

Interest expense 2,156,531 2,935,053 3,488,835 3,979,522 3,960,496 

Net interest income 9,015,167 7,575,405 7,645,680 7,966,686 8,563,789 

Provision for credit losses 110,000 145,000 731,000 3,465,000 1,246,000 

Net interest income after provision 8,905,167 7,430,405 6,914,680 
4,501,686 7,317,789 

for credit losses 

Noninterest income 2,059,564 2,267,229 2,428,913 2,738,397 2,037,508 

N oninterest expense 8,974,081 8,689,382 8,487,963 10,448,133 9,129,391 

Income (loss) before income tax 

expense (benefit) 1,990,650 1,008,252 855,630 (3,208,050) 225,906 

Income tax expense (benefit) 795,349 405,976 348,944 (1,239,981) 84,428 

Net income (loss) $ 1,195,301 $ 602,276 $ 506,686 $ (1 ,968,069) $ 141,478 

Key Financial Ratios and Other Data 

Return on average assets (ROA) 0.42% 0.22% 0.19% -0.75% 0.06% 

Return on average equity (ROE) 8.77% 4.73% 4.09% -14.23% 0.99% 

Average equity to average assets 4.82% 4.65% 4.63% 5.30% 5.93% 

Net interest margin (tax equivalent) 3.32% 2.92% 3.05% 3.27% 3.87% 

Efficiency ratio 80.56% 87.63% 84.74% 89.81% 84.86% 

Tier I capital (to risk-weighted assets) 8.46% 8.37% 8.22% 7.78% 9.41% 

Total capital (to risk-weighted assets) 12.25% 12.57% 12.71% 12.43% 13.51% 

Per share amounts (1 ): 

Net income (loss)- basic and diluted $ 1.95 $ 0.98 $ 0.83 $ (3.23) $ 0.23 

Cash dividends paid $ 0.00 $ 0.00 $ 0.00 $ 0.11 $ 0.46 

Tangible book value $ 23.45 $ 21.50 $ 20.53 $ 19.70 $ 23.03 

Shares outstanding at year end 583,772 583,046 581,873 581,050 579,583 

(1) per share amounts have been restated to reflect the 5% stock dividend declared on Jan. 20, 2015 and payable on Feb. 13, 2015 



Dear Fellow Shareholders: 

As you read our fourth quarter letter we are sure you were as pleased and excited as we were to 
announce such record performance, the reestablishment of our dividend tradition, and the special thank 
you of an additional stock dividend. 2014 ultimately closed the door on the most difficult chapter in the 
Bancorp's history since the Great Depression. With all difficult experiences, much was learned, 
improved and a number of changes were implemented. The Board especially thanks our shareholders for 
their patience during this time of capital preservation which ultimately helped us negotiate through these 
challenging times and accomplish the earnings that we were rewarded with in 2014. You can read in 
some detail in the following pages how all that was accomplished. 

Now that the financial results of the Bancorp have been improved, our focus will tum to 
preparing for the future and seeking ways to improve the liquidity and market value of the Bancorp's 
stock. As written in previous letters and the report to you in last year's annual report, there are many 
illogical things happening in the markets which have worked against all community banks' stock 
valuations. We still strongly feel that when your company produces a year end return on equity of 8. 77%, 
a return on assets of .42% and earnings per share of $1.95 that we will get noticed and ultimately 
rewarded. Whether you're a value or income investor, our improving performance, the return of a 
dividend, and a discounted market price to book value make it the time to own New Windsor Bancorp 
stock. The Bancorp expects to improve on these financial ratios going forward as the economy is 
expected to continue to grow. There are a number of strategic initiatives that the Bancorp is planning on 
pursuing in the near future. One of those initiatives is the growth of our Residential Mortgage operation. 
This has been a core part of the Ban corp's business since its original charter in 1864 helping the greater 
community grow. Personnel and processes have been engaged to grow our residential lending effort on a 
much larger scale beyond the borders of Carroll County. An announcement will be made in the near 
future concerning that endeavor. Things are changing fast in the banking industry and we must be nimble 
and forward thinking if we are to be successful. Growth and the efficient use of technology will play a 
very important part of our long-term plans and success. New capital will be needed in order to help the 
Bancorp grow further and capture more market share. More to come on that in the coming months. 

We will tell you straight away that the future for this company is very bright. Our staff and 
management team is excited and morale is strong. We congratulate our Board for strategically 
"maintaining the course" through the difficult years. Finally, we sincerely thank our shareholders for 
their patience and understanding of the challenges and their support of this company through this past 
trying period. On behalf of our Board, Advisory Board, Executive Management Team and our wonderful 
employees we are all very proud to report the best financial performance year in our Bancorp's history 
and the reinstatement of dividends. 2015 holds great excitement for your company as we begin new 
growth initiatives! 

Most Sincerely, 

Tom N. Rasmussen 
President and CEO 

D. Arthur Seibel, Jr. 
Chairman of the Board 

P.S. Check out our new Investor Relations pages on our website under the About Us tab! Go to 
www.newwindsorbank.com. 
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NEW WINDSOR BANCORP, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 

CONDITION AND RESULTS OF OPERATIONS 

Corporate Profile 

New Windsor Bancorp, Inc. (the "Bancorp") is a one-bank holding company headquartered in New Windsor, 
Maryland and is incorporated under the laws of Maryland and registered under the federal Bank Holding Company 
Act of 1956, as amended. The Bancorp holds all of the issued and outstanding shares of common stock of New 
Windsor State Bank (the "Bank"). The Bank is a Maryland company that engages in general commercial and retail 
banking operations and its deposits are insured by the Federal Deposit Insurance Corporation ("FDIC"). The Bank 
provides a full range of financial services to individuals, businesses and organizations through six branch banking 
offices located in New Windsor, Taneytown, Westminster, Mt. Airy and Hampstead along with six automated teller 
machines ("ATMs"). The Bank considers its core market to be the communities in Carroll County, Maryland. The 
only other subsidiaries of the Bancorp are New Windsor Capital Trust I (formed for the purpose of issuing trust 
preferred securities) and New Windsor Holdings, LLC (formed for the purpose of owning real estate occupied by 
the Bank). The Bancorp and all of its subsidiaries are collectively referred to as the "Company". 

Overview 

The following discussion compares the financial condition of the Company as ofDecember 31,2014 to the financial 
condition at December 31, 2013 and the results of operations for each of the three years ended December 31, 2014, 
2013 and 2012. This discussion should be read in conjunction with the accompanying consolidated financial 
statements and related notes as well as statistical information included in this report. 

The Company earned net income of$1,195,301 in 2014, an increase of$593,025 or 98.5% compared to 2013. 
Earnings per share increased to $1.95 in 2014 from $0.98 in 2013. The most noteworthy factors impacting the 2014 
results were as follows: 

• Improved net interest income of$1.4 million and net interest margin increased to 3.32% from 2.92%. 

• The further reduction in the level ofnonperforming assets and problem loans that resulted in a low loan loss 
provision 

• The Company's ongoing efforts to control overhead costs 

Net interest income increased 19.0% due to growth in loans, a shift in the deposit mix and maturing of high-cost 
time deposits. Loans increased in 2014 by 8.0% with a notable increase in commercial relationships within our 
market as well as adjacent markets. Deposits declined 2.2% for the year as efforts to improve the deposit mix 
combined with maturing time deposits resulted in a $12 million decrease in time deposits. The Company continued 
to fund the allowance for credit losses, providing $110,000 in 2014 versus $145,000 in 2013. With respect to 
noninterest income, while growth was seen in asset management income, declines were experienced in deposit 
service charges and mortgage banking activities. Noninterest expense increased by a modest 3.3% after the 
Company's diligent efforts to reduce costs in prior years established a new base of expenses from which to grow 
revenues. 
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Results of Operations 

JVetlnterestlncor,ne 

The primary source of the Company's earnings is net interest income. Net interest income is the difference between 
interest and fees earned on interest-earning assets and the interest expense incurred on interest-bearing liabilities. 
Earning assets include loans, securities and federal funds sold. Interest-bearing liabilities include deposits and 
borrowed funds. To compare tax-exempt yields to taxable yields, amounts are adjusted to pretax equivalents based 
on a 34% federal corporate income tax rate and the 8.25% state corporate income tax rate. 

Net interest income is affected by changes in interest rates, the volume of interest-bearing assets and liabilities and 
the composition of those assets and liabilities (mix). The "net interest spread" and "net interest margin" are two 
common statistics related to the evaluation of net interest income. The net interest rate spread represents the 
difference between the yields earned on interest-earning assets and the rates paid for interest-bearing liabilities. The 
net interest margin is defined as the ratio of net interest income to average earning assets. Due primarily to funding 
provided by noninterest-bearing deposits and stockholders' equity, the net interest margin exceeds the net interest 
rate spread. Both net interest spread and net interest margin are stated as a percentage with each .0 I% often referred 
to as one basis point. 

The following table presents net interest income on a fully taxable-equivalent ("FTE") basis, net interest rate spread 
and net interest margin for the years ending December 31, 2014, 2013 and 2012. 

2014 2013 2012 

Average Yield/ Average Yield/ Average Yield/ 
balance Interest Rate balance Interest Rate balance Interest Rate 

Assets 
Interest-bearing deposits in other banks $ 3,699,242 $ 5,381 0.15% $ 8,861,201 $ 18,833 0.21% $ 13,929,990 $ 32,240 0.23% 

Federal funds sold and other overnight 
investments 4,146,506 9,190 0.22% 4,291,887 9,484 0.22% 

Investment securities 42,568,525 601,798 1.41% 45,150,010 594,840 1.32% 35,870,127 470,772 1.31% 
Loans held for sale 773,908 25,132 3.25% 954,700 27,741 2.91% 825,175 21,967 2.66% 
Loans 225,564,491 10,572,377 4.69% 201,474,774 9,898,052 4.91% 196,608,532 10,630,883 5.41% 
Total interest-earning assets 272,606,166 11,204,688 4.11% 260,587,191 10,548,656 4.05% 251,525,711 11,165,346 4.44% 
Allowance for credit losses (3,555,161) (3,655,173) (4,039,180) 
Cash and due from banks 2,373,533 5,292,328 6,790,330 
Other non-interest earning assets 11,082,604 11,529,682 13,488,363 
TOTAL ASSETS $282,507,142 $273,754,028 $267,765,224 

liabilities and Stockholders' Equity 
Interest-bearing liabilities: 

Interest-bearing demand deposits $ 17,012,434 6,360 0.04% $ 13,822,939 6,999 0.05% $ 11,090,767 8,539 0.08% 
Savings deposits 89,354,356 89,310 0.10% 83,117,983 101,062 0.12% 69,873,816 122,408 0.18% 
Time deposits 79,832,663 1,263,504 1.58% 101,132,419 2,065,533 2.04% 115,918,087 2,596,656 2.24% 
Short-term debt 16,224,336 37,853 0.23% 653,500 1,955 0.30% 691,097 1,728 0.25% 
Long-term debt 10,500,000 759,504 7.23% 10,500,000 759,504 7.23% 10,500,000 759,504 7.23% 

Total interest-bearing liabilities 212,923,789 2,156,531 1.01% 209,226,841 2,935,053 1.40% 208,073,767 3,488,835 1.68% 
Noninterest-bearing demand deposits 55,200,166 51,211,635 46,717,475 
Other noninterest-bearing liabilities 755,289 583,106 575,113 
Stockholders' equity 13,627,898 12,732,446 12,398,869 
TOTAL LIABILITIES AND 

STOCKHOLDERS' EQUITY $282,507,142 $273,754,028 $267,765,224 

Net interest rate spread 3.10% 2.65% 2.76% 

Net interest income (FTE) I 
Net interest margin 9,048,157 3.32% 7,613,603 2.92% 7,676,511 3.05% 

Taxable-equivalent adjustment (32,990) (38,198) (30,831) 
Net interest income $9,015,167 $7,575,405 $7,645,680 
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Net interest income, on a taxable-equivalent basis, totaled $9,048,157 in 2014, an increase of $1,434,554 or 18.8% 
compared to 2013. The increase was a result of a 4.6% increase in the average balance of interest-earning assets 
while net interest margin increased by 40 basis points. 

The increase in interest-earning assets of $12.0 million reflected a significant change in the mix of earning assets. 
Year-over-year, average loans increased $24.1 million or 12.0% with growth in commercial and residential real 
estate loans. Loans at year-end were up $17.1 million or 8.0% from the prior year end. 

A portion of the growth in earning assets was funded with short-term borrowings which also offset a decrease in 
deposits. Average deposits decreased by $7.9 million or 3.2% with a decrease in time deposits offset in part by 
greater demand deposits. 

Net interest margin increased to 3.32% from 2.92% resulting from a number of factors: 

• After an extended period of flat I inverted yield curve, interest rates began to "normalize" in the latter part of 
2007 and into the first part of2008, bringing a slope to the yield curve that had not been seen since 2004. 
However, 2008 experienced unprecedented volatility in rates and during the fourth quarter, rates hit all-time 
lows that have continued through 2014. This environment has presented significant challenges in managing the 
balance sheet and the pricing of both loans and deposits. 

• The yield on earning assets increased 6 basis points from 2013 to 2014 reversing a declining trend over the past 
six years. The increase in the yield on earning assets was primarily due to a positive change in the mix of 
earning assets as loan growth was in part funded by "excess" cash held in lower yielding interest-bearing 
deposits and cash flow from the investment portfolio. This offset the continued low level of interest rates, 
which impacted the rate on new loan originations and continued to result in the downward repricing of, and 
renegotiation of lower rates on existing loans. 

• The rate paid on interest-bearing liabilities decreased 39 basis points from 2013 to 2014, a greater amount than 
experienced in the previous year. This decrease reflected growth in low rate deposits, the use of short-term 
borrowings and the downward repricing of maturing time deposits. It also reflects efforts to "shift" the deposit 
mix away from time deposits. The proportion of time deposits to total deposits was 31% at December 31, 2014 
versus 36% at the prior year end. 

• The contribution of net "free funds" declined 6 basis points from 2013 to 2014. 

For the year ended December 31, 2013, net interest income was $7,613,603, a decrease of$62,908 or 0.8% from net 
interest income of$7,676,511 for the year ended December 31, 2012. 

In 2013, average earning assets increased 3.6% to $260,587,191, up from $251,525,711 in 2012. 

The net interest margin was 2.92% in 2013 compared to 3.05% in 2012. The yield on earning assets decreased 39 
basis points from 2012 to 2013. The rate paid on interest-bearing liabilities decreased 27 basis points from 2012 to 
2013. As noted above, the all-time lows in interest rates experienced during the latter part of 2008 and continued 
throughout 2013 largely contributed to these results. The low level of interest rates impacted the rate on new loan 
originations and continued to result in downward repricing of and renegotiation of lower rates on existing loans. 
This was offset in part by the deployment of low-yielding interest-bearing deposits to fund loan growth, the 
downward repricing of maturing time deposits and the shift in funding mix away from time deposits. 

The preceding discussion on the changes in net interest margin is further supported by the following "volume I rate" 
table. As noted, changes in net interest income occur from year to year due to changes in both the levels of earning 
assets and interest-bearing liabilities, as well as the average rates received on earning assets and average rates paid 
on deposits and debt. Changes in the levels of earning assets and interest-bearing liabilities are referred to as 
volume-related variances, while changes in average rates received on earning assets and average rates paid on 
deposits and debt are referred to as rate-related variances. 
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The volume I rate analysis demonstrates changes in taxable-equivalent interest income and interest expense for 
significant assets and liabilities. The following table summarizes those changes in interest income and interest 
expense due to volume and rate variances: 

2014 Compared to 2013 2013 Compared to 2012 

Due to Change in: Net increase/ Due to Change in: Net increase/ 
Volume Rate (decrease) Volume Rate (decrease) 

Interest income: 
Interest-bearing deposits $ (10,971) $ (2,481) $ (13,452) $ (11,731) $ (1,676) $ (13,407) 
Federal funds sold and other 

overnight investments (9,190) 0 (9,190) (321) 27 (294) 
Investment securities (34,010) 40,968 6,958 121,792 2,276 124,068 
Loans held for sale (5,253) 2,644 (2,609) 3,448 2,326 5,774 
Loans 1,183,480 (509,155) 674,325 263,124 (995,955) (732,831) 

Total interest income 1,124,055 (468,023) 656,032 376,313 (993,003) (616,690) 

Interest expense: 
Interest-bearing demand deposits 1,615 (2,254) (639) 2,104 (3,644) (1,540) 
Savings deposits 7,583 (19,335) (11,752) 23,202 (44,548) (21,346) 
Time deposits (435,027) (367,002) (802,029) (331,211) (199,912) (531 '123) 
Short-term debt 46,581 (10,683) 35,898 (94) 321 227 
Long-term debt 

Total interest expense (379,248) (399,274) (778,522) (305,999) (247,783) (553,782) 
Net interest income $1,503,303 $ (68,749) $1,434,554 $ 682,312 $ (745,220) $ (62,908) 

Provision (or Credit Losses 

The provision for credit losses was $110,000 in 2014 compared to $145,000 in 2013 and $731,000 in 2012. The 
decrease in the provision for credit losses generally reflects the level of net charge-offs experienced, the volume of 
non-performing loans along with the assessment of the related collateral values and the change in the loan portfolio 
outstandings. The provision for credit losses charged against earnings is based, in part, upon the past experience of 
credit losses and an estimation of inherent risks in the current loan portfolio as well as industry trends and economic 
conditions that impact the collectability ofloans. The Company places an emphasis on asset quality and performs a 
thorough analysis and assessment of the risks in its loan portfolio and the allowance for credit losses. See further 
discussion in "Allowance for Credit Losses" and Footnote 4 of the Consolidated Financial Statements. 
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JVoninterestlncor.ne 

Details ofnoninterest income for the years ended December 31, 2014, 2013 and 2012 are as follows: 

%Change 

2014 2013 

vs. vs. 
2014 2013 2012 2013 2012 

Service charges on deposit accounts $ 683,906 $ 863,522 $ 910,968 -20.8% -5.2% 
(Loss) g;1in on sale of investment securities (37,406) 908 189 
Asset management income 290,663 263,371 190,140 10.4% 38.5% 
M ortg;1ge banking revenue 360,686 410,307 381,591 -12.1% 7.5% 
VISA Check Card fee income 440,630 423,120 425,203 4.1% -0.5% 
Net g;1in on sale of ORE 40,200 17,699 176,047 127.1% -89.9% 
Other income 280,885 288,302 344,775 -2.6% -16.4% 

Total noninterest income $ 2,059,564 $ 2,267,229 $ 2,428,913 -9.2% -6.7% 

The level of service charges on deposits decreased further in 2014. The decreasing trend is due to lower 
NSF/overdraft income and fees on uncollected funds reflecting customers' greater awareness of service charges and 
changes in behavior to avoid such fees. 

During 2014, a strategy to sell investment securities to provide funding for loan growth was implemented. Proceeds 
from sales totaled $8.4 million and net losses resulted. 

Windsor Investment Services is the Company's asset management division that offers mutual funds, annuities, 
bonds, stocks, insurance products and financial planning as a compliment to the Company's traditional financial 
services. This revenue source continued to grow in 2014 with income increasing 10.4% reflecting improving market 
conditions and greater assets under management. As of December 31, 2014, Windsor Investments had $72.1 million 
of assets under management, an increase of 22% from year-end 2013. 

Mortgage banking experienced another good year in 2014, though a decline from 2013, reflecting continued low 
mortgage rates and a strategic emphasis on this line of business. The sale of loans held for sale totaled $13.4 million 
in 2014 versus $14.1 million in 2013 and $15.1 million in 2012. A greater proportion of originations were retained 
in portfolio during 2012 and 2013. 

VISA Check Card fee income showed a modest increase in 2014 after leveling off in 2013 and continues to provide 
an important source of fee income for the Company. Continued efforts to promote the usage of the card are 
expected to impact this revenue going forward. 

Net gain on sale of ORE properties were realized on the sale of three properties in 2014, one in 2013 and eleven in 
2012. Also included in 2013 was the recognition of deferred gains on properties sold in previous years where the 
bank provided financing to the buyers. There was no balance of deferred gains remaining as of December 31, 2013. 

Other income is primarily comprised of A TM fees, other loan income, safe deposit box rent, wire transfer fees, 
check commissions and rental income including rental of ORE properties. The decrease from 2012 to 2013 
primarily resulted from a decline in fee income generated from SBA loan originations. 
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Noninterest Exf!.ense 

Details of non interest expense for the years ended December 31, 2014, 2013 and 2012 are as follows: 

%Change 
2014 2013 
vs. vs. 

2014 2013 2012 2013 2012 

Salaries and employee benefits $ 4,571,574 $ 4,466,359 $ 4,386,815 2.4% 1.8% 
Net occupancy expense 950,892 861,492 831,769 10.4% 3.6% 
Equipment expense 668,218 749,042 773,046 -10.8% -3.1% 
Marketing 82,347 79,334 68,715 3.8% 15.5% 
Operating supplies 59,397 67,390 59,848 -11.9% 12.6% 
Outside services and data processing fees 1,282,896 1,184,731 986,504 8.3% 20.1% 
Telecommunications 219,378 186,178 193,467 17.8% -3.8% 
Directors' fees 121,409 99,150 90,800 22.4% 9.2% 
Net loss on other real estate owned 27,907 47,124 73,562 -40.8% -35.9% 
Other loan expense 159,212 91,413 224,177 74.2% -59.2% 
FDIC insurance assessment 356,534 368,124 360,950 -3.1% 2.0% 
Other expense 474,317 489,045 438,310 -3.0% 11.6% 

Total noninterest expense $ 8,974,081 $ 8,689,382 $ 8,487,963 3.3% 2.4% 

Total noninterest expense increased $284,699 or 3.3% from 2013 to 2014. Total noninterest expense increased 
2.4% from 2012 to 2013. 

Salaries and employee benefits is the largest component ofnoninterest expense. The overall increase in 2014 was 
due to incentive plan payouts net oflower salaries. The increase in 2013 was attributable to normal merit increases 
and some additions to staff during the year that were later offset by retirements. The number of full-time equivalent 
employees as of December 31, 2014 was 71 as compared to 72 for each of the prior two years. 

Net occupancy expense is primarily comprised of building depreciation, real estate property taxes, building repairs, 
maintenance and utilities. The increases in the past two years were due to greater repairs and maintenance expense 
which includes snow and ice removal costs. 

Equipment expense includes furniture and equipment depreciation, computer hardware depreciation and software 
amortization as well as maintenance contracts, equipment rental costs and personal property taxes. These costs 
declined further in 2014 as purchased computer hardware and software has been replaced under lower cost leases. 

Marketing expense pertains to costs associated with advertising and public relations. After decreases in previous 
years, The Bank increased its advertising and public relations efforts to more normal levels in 2014 and 2013. 

Components of outside services include data processing services, A TM processing, legal and professional fees, audit 
and accounting fees, and correspondent bank fees. The overall increase in 2014 resulted from the cost of third party 
consultants contracted for special projects and increased compliance services. The outsourcing of certain processing 
functions also increased these costs in 2013 when the bank contracted with a third party for network support and 
management services. 

Telecommunication expenses increased in 2014 due to the duplication of costs during the transition to a new, full 
service telecommunications provider. Costs were lower in 2013 versus 2012 due to a third-party review of lines and 
usage that resulted in savings particularly with respect to cell phone related costs. 

The increase in Director's fees in 2014 reflected increases in director's meeting and committee fees for the first time 
in ten years. The increase from 2012 to 2013 reflected the addition of two directors for part of the year. 

The net loss on other real estate owned properties resulted from declines in the market values of these foreclosed 
properties after the Company had taken possession. 
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Other loan expense increased in 2014 after declining in 20 13. This line item reflects the costs incurred for collection 
and foreclosure activities as well as costs related to other real estate owned properties. 

FDIC insurance assessment reflects an "asset based" calculation that commenced under Dodd-Frank in 2012. 

Other expense is comprised principally of postage, bank security, travel, customer development, contributions, state 
banking commission assessment and losses related to deposit accounts. The decrease in 2014 and the increase in 
2013 generally reflected a fluctuation in losses related to deposit accounts and customer debit card activity. 

Income Tax Expense 

The Company recorded income tax expense of$795,349 in 2014, $405,976 in 2013 and $348,944 in 2012. The 
effective tax rate for the years ended 2014, 2013 and 2012 were 40.0%, 40.3% and 40.8%, respectively. 

,I 
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Financial Condition 

Total assets were $282,643,079 at December 31, 2014, reflecting growth of$3.4 million or 1.2% from year-end 
2013. The net increase in assets was funded by growth in short-term debt and retained earnings. Loans increased 
$17.1 million or 8.0% from December 31,2013 to December 31,2014. This net increase resulted from growth in 
commercial real estate loans. Deposits decreased $5.4 million or 2.2% with the decrease in time deposits offset in 
part by greater demand deposits. The Company's continued efforts to shift the funding mix away from single
service, "rate shopping" time deposit customers resulted in a decrease in this category of deposits with a portion 
retained in other deposit products. The growth in loans and decrease in deposits was funded by a reduction in 
interest-bearing deposits in other banks along with cash flow from the investment securities portfolio and increased 
short-term borrowings. 

Investment Securities 

The investment securities portfolio provides earnings and liquidity, as well as an effective tool in managing interest 
rate risk. The Company's investment activities are governed internally by a board-approved policy. The policy is 
carried out by the Company's Asset/Liability Management Committee, which meets regularly to review the 
economic environment and establish investment and borrowing strategies. Investment strategies are determined in 
consideration of the interest rate environment, balance sheet mix, actual and anticipated loan demand, funding 
opportunities and the overall interest rate sensitivity and liquidity position of the Company. Excluding the U.S. 
government sponsored agencies, there was no concentration from any single issue that exceeded 10% of 
stockholders' equity. 

Available-for-sale securities are carried at their estimated fair value. At year-end 2014, available-for-sale securities 
totaled $33,807,111, a net decrease of$16.6 million compared to year-end 2013. U.S. Treasury securities and 
obligations of U.S. government agencies decreased $13.2 million. 

Proceeds from maturities, calls and principal payments totaled $8.9 million and $8.2 million in 2014 and 2013, 
respectively. Proceeds from sales totaled $8.4 million in 2014 and resulted in net losses of$37,000. There were no 
sales of investment securities in 2013. Purchases of$422,000 and $17.7 million were completed in 2014 and 2013, 
respectively. The activity in 2014 reflected a strategy to fund loan growth with cash flow and sale proceeds while 
continuing to meet pledging requirements. The activity in 2013 was primarily to reinvest proceeds as well as to 
employ excess liquidity. 

The Company does not have any exposure to subprime mortgage-backed securities. 

The following table sets forth the Company's investment securities portfolio as of December 31: 

2014 2013 
Estimated %of Estimated %of 
Fair Value Portfolio Fair Value Portfolio 

U.S. Treasury securities and obligations 
ofU.S. government agencies $22,625,954 67% $ 35,824,798 71% 

Obligations of states and political subdivisions 2,539,574 7% 3,737,403 7% 
Residential mortg~~ge-backed securities 7,403,813 22% 10,019,939 20% 
Total debt securities 32,569,341 49,582,140 
FHLB stock 971,600 3% 549,400 1% 
Other equity securities 266,170 1% 241,198 1% 

Total investment securities $33,807,111 100% $ 50,372,738 100% 
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Loan Port(olio 

The Company has established policies and procedures designed to mitigate credit risk and to maintain the quality of 
the loan portfolio. These policies include underwriting standards for new credit as well as continuous monitoring 
and reporting policies for asset quality and the adequacy of the allowance for credit losses. These policies, coupled 
with ongoing training efforts, have provided effective checks and balances for the risks associated with the lending 
process. Lending authority is based on the type ofloan, the loan amount requested and the experience of the lending 
officer. 

As of December 31, 2014, the Company's gross loan portfolio totaled $231,750,646, representing 82% of its total 
assets. Gross loans increased by $17.1 million or 8.0% from December 31, 2013. 

The commercial real estate segment increased by $27.9 million in 2014. This growth reflects the Company's 
success in building relationships in its market and expansion into adjacent markets. In addition, a portion of the 
increase resulted from the reclassification of certain commercial and industrial loans. 

The Company does not have any direct or indirect exposure to subprime loans. 

In order to offer customers a full range of fixed-rate residential mortgage products, the Bank partners with other 
companies that specialize in this area, selling a large portion of residential mortgages that are originated. This 
approach allows the Company to recognize noninterest income while mitigating interest rate risk. While the 
Company recognizes risks associated with some types of commercial loans, commercial borrowers' financial 
condition is closely monitored by management through the analysis of financial statements and income tax returns. 

The following table sets forth the Company's loan portfolio by general categories at December 31: 

%of %of 

2014 Portfolio 2013 Portfolio 

Construction and land development $ 10,378,415 4% $ 6,857,887 3% 

Residential real estate - mortgage 88,953,470 39% 90,060,368 42% 

Commercial real estate - mort!?flge 120,360,006 52% 92,428,428 43% 

Commercial and industrial 9,028,058 4% 21,450,632 10% 

Consumer 3,030,697 1% 3,865,404 2% 

Total loans $ 231,750,646 100% $214,662,719 100% 

11 



Allowance (Or Credit Losses 

The Company maintains the allowance for credit losses at a level that management believes is adequate to absorb 
potential losses inherent in the loan portfolio and is established through a provision for credit losses charged to 
earnings. Management regularly conducts an analysis of the adequacy of the allowance based on its knowledge of 
its loans, loss history and qualitative risk factors existing in its market. An outside firm is engaged to independently 
assess the methodology and perform various loan review functions. 

The Company prepares the analysis of the allowance with the objective of quantifying portfolio risk into a dollar 
amount of inherent losses. For impaired loans, the related allowance is based on the present value of expected future 
cash flows discounted at the loan's effective interest rate or the fair value of the collateral if repayment is expected 
to be provided by the collateral. Generally, the determination is made by reference to the fair value of the collateral. 
The allowance associated with the remaining loan portfolio is based on the analysis ofhistoricalloan loss ratios, 
delinquency trends, and previous collection experience along with an assessment of the effects of external economic 
conditions. 

Based on the above, management believes that the allowance for credit losses is adequate to absorb potential losses 
in the loan portfolio as of December 31, 2014. However, there can be no assurance that adjustments to the provision 
for credit losses will not be required in the future. Changes in the economic assumptions underlying management's 
estimates and judgments, adverse developments in the economy or market area, or changes in the circumstances of 
particular borrowers are criteria that could change and result in adjustments to the provision for credit losses. 
Management closely monitors problem loans, employs intensive collection efforts for loans previously charged-off 
and continually attempts to improve underwriting quality. 

The allowance for credit losses was $3,486,895 or 1.50% of loans outstanding at December 31, 2014. This 
compares to an allowance for credit losses at December 31, 2013 of $3,464,811 or 1.61% of loans outstanding. The 
decrease in the reserve coverage generally reflects the continued reduction of problem loans, overall improved credit 
quality of the portfolio and the stabilization of collateral values. 

The following chart summarizes the Company's allowance for credit losses over the past two years: 

2014 2013 
Balance at beginning of year $ 3,464,811 $ 3,618,367 

Recoveries 189,637 32,347 

Charge-offs (277,553) (330,903) 

Provision for credit losses 110,000 145,000 

Balance at end of year $ 3,486,895 $ 3,464,811 

Loans deemed to be uncollectible are charged against the allowance. Recoveries of previously charged-off amounts 
are credited to the allowance. 

Net charge-offs amounted to $87,916 in 2014 or .04% of average loans compared to $298,556 or .15% in 2013. 
Nearly all of the charge-offs in 2014 and 2013 were on loans for which specific reserves were established. 

For further information on the Allowance for Credit Losses refer to Footnote 4 of the Consolidated Financial 
Statements. 

12 



Nonper(orming Assets 

Nonperforming assets, which consist of loans past due 90 days or more and still accruing, nonaccrualloans, other 
real estate owned and repossessed assets, totaled $2,722,391 at December 31, 2014, compared to $3,921,177 at year
end 2013. After experiencing increases in the level ofnonperforming assets in previous years, reflective of the 
general economic conditions, the bank experienced declines in 2013 and 2014 as a result of concerted efforts by 
management to work out problem loan situations. This was achieved principally by the payoff of loans through 
refinancings or the sale of underlying collateral, the charge-off of uncollectible amounts, the sale of other real estate 
owned properties and loans returning to performing status after a prolonged period of current payments. In addition, 
the bank experienced a significant decline in the volume ofloans moving into nonperforming status in 2013 and 
2014. 

The following table provides a summary of the Company's nonperforming assets at December 31: 

2014 2013 2012 

Loans past due 90 days or more and still accruing $ $ $ 

Nonaccrualloans 2,601,166 3,651,934 5,817,719 

Other real estate owned 121,225 269,243 164,937 

Repossessed assets 11,070 

Total nonperforming assets $ 2,722,391 $ 3,921,177 $ 5,993,726 

Nonperformingloans to total loans 1.12% 1.70% 2.92% 
Nonperforming assets to total assets 0.96% 1.40% 2.23% 

The Company generally places loans, except for consumer loans, on non-accrual when it becomes 90 days past due. 
Interest accrual may also be discontinued earlier if, in management's opinion, collection is unlikely. Generally, 
consumer installment loans are not placed on nonaccrual, but are charged off when they are 90 days past due. 
Payments on nonaccrualloans are applied against the principal balance outstanding. Loans are returned to accrual 
status when all principal and interest amounts contractually due are brought current and future payments are 
reasonably assured. 

For further information on Nonperforming Assets refer to Footnote 4 of the Consolidated Financial Statements. 
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Deposits 

Customer deposits, because oftheir stability, are the largest source of funds used to support the Company's growth. 
"Core" deppsits are deposits that tend to remain with the Company despite the change in the market's interest rate 
environment. 

The Company offers a broad selection of deposit instruments to individuals and businesses including noninterest
bearing checking accounts, interest-bearing checking accounts, savings accounts, money market deposit accounts, 
certificates of deposit and individual retirement accounts. Deposit account terms vary with respect to the minimum 
balance required, the time period the funds must remain on deposit and service charge schedules. 

Total deposits were $240,064,467 as of December 31, 2014, a decrease of$5.4 million or 2.2% when compared to 
2013. Time deposits decreased year-over-year offset in part by growth in demand deposits. The decrease in time 
deposits resulted from the Company's efforts to shift the funding mix away from single-service, "rate-shopping" 
time deposit customers. At December 31, 2014, time deposits comprised 31% of total deposits, down from 36% at 
December 31, 2013 and over 50% in prior years. 

The following table presents the composition of deposits as of December 31: 

%of %of 
2014 portfolio 2013 portfolio 

Noninterest-bearing demand deposits $ 60,066,858 25% $ 52,381,910 21% 

Interest-bearing deposits: 
Interest-bearing demand deposits 16,805,372 7% 17,471,245 7% 
Passbook and statement savings 38,384,999 16% 36,817,011 15% 
Money market savings 49,781,689 21% 50,184,811 21% 

Time deposits: 
$100,000 or more 32,298,964 13% 33,800,076 14% 
Less than $100,000 42,726,585 18% 54,810,096 22% 

Total interest-bearing deposits 179,997,609 75% 193,083,239 79"/o 
Total deposits $240,064,467 100% $ 245,465,149 100% 

The following table sets forth the average deposit balances by major category as of December 31: 

2014 2013 
Average Average Average Average 
Balance Rate Balance Rate 

Noninterest-bearing demand deposits $ 55,200,166 $ 51,211,635 
Interest-bearing demand deposits 17,012,434 0.04% 13,822,939 0.05% 
Savings deposits 89,354,356 0.10% 83,117,983 0.12% 
Time deposits 79,832,663 1.58% 101,132,419 2.04% 

$241,399,619 $ 249,284,976 

The following table provides information regarding the scheduled maturities of time deposits of $100,000 and more 
as of December 31, 2014: 

Three months or less 
Over three through six months 
Over six through twelve months 
Over twelve months 

Total 

14 

$ 2,562,154 
1,962,395 
9,942,720 

17,831,695 
$ 32,298,964 



Short-Term Debt 

Short-term debt consists of securities sold under repurchase agreements, federal funds purchased, secured lines with 
correspondent banks and short-term borrowings from the Federal Home Loan Bank of Atlanta (FHLB). At 
December 31, 2014, the balance of short-term debt included repurchase agreements, a non-deposit investment 
account used as part of a sweep arrangement for customers. At various times the Company utilizes federal funds 
purchased, secured lines with correspondent banks and short-term FHLB borrowings due to fluctuations in loan 
demand and deposit balances. At December 31, 2014, the Company had outstanding a $16 million short-term 
advance with the FHLB. 

Long-Term Debt 

On June 23, 2005, New Windsor Capital Trust I (the "Trust I"), a Delaware business trust formed, funded and 
wholly owned by the Company, issued $5,000,000 of6.39% fixed rate capital securities to institutional investors in 
a private pooled transaction. The proceeds were transferred to the Company as junior subordinated debt ("2035 
junior subordinated debentures") under the same terms and conditions. The Company then contributed the full 
amount to the Bank in the form of Tier I capital. The Company has, through various contractual arrangements, fully 
and unconditionally guaranteed all of Trust I' s obligations with respect to the capital securities. 

Under applicable regulatory guidelines, a portion of the capital securities qualify as Tier I capital, and the remaining 
portion will qualify as Tier II capital on a consolidated basis. Under applicable regulatory guidelines, $4,786,000 of 
the outstanding capital securities qualify as Tier I capital and $214,000 of the capital securities qualify as Tier II 
capital at December 31, 2014. 

The 2035 junior subordinated debentures are the sole assets of the Trust I and carry a fixed rate of 6.39%. Both the 
capital securities of the Trust I and the junior subordinated debentures are scheduled to mature on June 23, 2035, 
unless called by the Company at 100% of the principal amount. 

Commencing June 1, 2010, the Company offered $5,500,000 of 8.00% fixed rate junior subordinated debentures 
("2020 junior subordinated debentures") in a private placement offering. The Company completed the issuance on 
December 29, 2010 and contributed the majority of the proceeds to the Bank in the form of Tier I capital. 

Under applicable regulatory guidelines, the 2020 junior subordinated debentures qualify as Tier II capital on a 
consolidated basis but a portion (20%) will be excluded each year starting in 2015, the fifth year prior to the 
maturity date. 

The 2020 junior subordinated debentures are scheduled to mature on June 1, 2020, unless called by the Company at 
100% of the principal amount not earlier than June 1, 2015. 

Off-Balance Sheet Arrangements 

Through the normal course of business, the Company enters into certain contractual obligations and other 
commitments. Commitments to extend credit and letters of credit are legally binding conditional agreements 
generally having fixed expiration or termination dates. These commitments generally require customers to maintain 
certain credit standards and are established based on management's credit assessment of the customer. The 
commitments may expire without being drawn upon. With the exception of the Company's obligations in 
connection with its irrevocable letters of credit and loan commitments, the Company has no off-balance sheet 
arrangements that have or are reasonably likely to have a current or future effect on the Company's financial 
condition, changes in financial condition, income or expense, results of operations, liquidity, capital expenditures or 
capital resources, that is material to investors. For further discussion, refer to Footnote 11 of the Consolidated 
Financial Statements. 
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Capital Resources 

The authorized stock of the Ban corp consists of I 0,000,000 shares of common stock with $.01 par value. There 
were 612,961 and 612,198 shares outstanding as ofDecember 31,2014 and December 31,2013, respectively. 
Shares outstanding have been restated to reflect the 5% stock dividend, in the form of a stock split, declared on 
January 20, 2015 to shareholders of record on January 30, 2015 and payable on February 13, 2015. 

Stockholders' equity ended 2014 at $14,325,874, a net increase of$1,491,056 from December 31,2013. Net 
income in 2014 was $1,195,301 and was retained in full. The Company paid no cash dividends in 2014 in an effort 
to build its capital base. Accumulated other comprehensive loss, consisting of unrealized net depreciation in the 
investment securities portfolio, net of tax, decreased by $282,416. 

Tangible book value per share was $23.45, $21.50 and $20.53 at December 31, 2014, 2013 and 2012, respectively. 
Per share data has been restated to reflect the 5% stock dividend declared in 2015 as noted above. 

Capital is classified as Tier I capital (stockholders' equity less certain intangible assets plus a portion of the trust 
preferred securities) and Total Capital (Tier I plus the allowed portion of the allowance for credit losses, the portion 
of trust preferred securities not included in Tier I capital and qualified subordinated debentures). 

Various banking regulatory agencies have implemented capital adequacy guidelines, which are based on an 
individual institution's risk profile. By regulatory definition, a depository institution is "well-capitalized" if it has a 
total risk-based capital to risk-weighted assets ratio of I 0% or more, a Tier I risk-based capital to risk-weighted 
assets ratio of 6% or more and a capital leverage to average assets ratio of 5% or more. Institutions that maintain 
"well-capitalized" status face less regulatory oversight and qualify for the lowest deposit insurance premiums. 

As the table below presents, the Bank has maintained capital levels in excess of the regulatory minimum for the last 
two years. 

Total capital to risk-weighted assets 

Tier I capital to risk-weighted assets 

Tier 1 capital leverage ratio 

December 31, 
2014 2013 

12.37% 12.69% 

11.12% 11.43% 

8.93% 8.34% 

Minimum To Be Well 
Requirements Capitalized Under 

for Capital Prompt Corrective 
Adeguacy Pu!:£oses Action Provisions 

8.00% 10.00% 

4.00% 6.00% 

4.00% 5.000/o 

Further information about the capital ratios of the Company and the Bank as of December 31, 2014 may be found in 
Footnote 13 to the Consolidated Financial Statements. 
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Dividends 

The Company's ability to pay dividends is primarily dependent on earnings from operations, the adequacy of capital 
and the availability of liquid assets for distribution. The Company's ability to generate liquid assets for distribution 
is primarily dependent on the ability of the Company's subsidiaries (the Bank and New Windsor Holdings, LLC) to 
pay dividends to the Company. In an effort to preserve capital, the Company's quarterly cash dividend was 
discontinued in the second quarter of 2011. 

New Windsor Bancorp, Inc.'s common stock is not listed on any national securities exchange. The Company's 
stock is quoted on the OTC Bulletin Board under the symbol "NWID". As of December 31, 2014, the Company had 
approximately 413 shareholders of record. 

The table below sets forth the quarterly ranges of high and low sales prices for the Company's common stock as 
reported by the OTC Bulletin Board and the dividends paid per share of common stock for each of the last eight 
quarters. The sales price ranges may reflect inter-dealer prices, without retail mark-up, markdown or commission 
and may not represent actual transactions. They would also not reflect private transactions not reported by the OTC 
Bulletin Board. Per share information has been restated to reflect the 5% stock dividend declared on January 20, 
2015. 

2014 2013 
Cash Cash 

Sales Prices Dividends Sales Prices Dividends 
High Low Last Paid Hi~h Low Last Paid 

Quarter ended: 

March 31 $ 14.29 $ 14.29 $ 14.29 $ $ 14.29 $ 14.29 $ 14.29 $ 
June 30 14.29 13.33 14.29 17.62 10.00 13.33 
September 30 14.29 14.29 14.29 13.38 12.38 13.33 
December31 14.29 10.48 14.29 13.95 12.38 12.38 

Year $ $ 
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Regulatory Oversight 

The Bank is a Maryland company subject to the banking laws of Maryland and to regulation by the Commissioner 
ofFinancial Regulation of Maryland, who is required by statute to make at least one examination in each calendar 
year (or at 18-month intervals if the Commissioner determines that an examination is unnecessary in a particular 
calendar year). As a member of the Federal Deposit Insurance Corporation ("FDIC"), the Bank is also subject to 
certain provisions of federal law and regulations regarding deposit insurance and activities of insured state-chartered 
banks, including those that require examination by the FDIC. In addition to the foregoing, there are a myriad of 
other federal and state laws and regulations that affect, impact or govern the business of banking, including customer 
lending and deposit taking. 

Federal banking regulators, such as the Federal Reserve Bank ("FRB") and the FDIC, may prohibit the institutions 
over which they have supervisory authority from engaging in activities or investments that the agencies believe are 
unsafe and unsound banking practices. Federal banking regulators have extensive enforcement authority over the 
institutions they regulate to prohibit or correct activities that violate law, regulation or a regulatory agreement or 
which are deemed to be unsafe or unsound practices. Enforcement actions may include the appointment of a 
conservator or receiver, the issuance of a cease and desist order, the termination of deposit insurance, the imposition 
of civil money penalties on the institution, its directors, officers, employees and institution-affiliated parties, the 
issuance of directives to increase capital, the issuance of formal and informal agreements, the removal of or 
restrictions on directors, officers, employees and institution-affiliated parties, and the enforcement of any such 
mechanisms through restraining orders or other court actions. 

The Bank is subject to certain restrictions on extensions of credit to executive officers, directors, and principal 
stockholders or any related interest of such persons, which generally require that such credit extensions be made on 
substantially the same terms as are available to third parties dealing with the Bank and not involve more than the 
normal risk of repayment. Other laws tie the maximum amount that may be loaned to any one customer and its 
related interests to capital levels (referred to as the legal lending limit). 

As part of the Federal Deposit Insurance Corporation Improvement Act of 1991 ("FDICIA"), each federal banking 
regulator adopted non-capital safety and soundness standards for institutions under its authority. These standards 
include internal controls, information systems and internal audit systems, loan documentation, credit underwriting, 
interest rate exposure, asset growth, compensation, fees and benefits. An institution that fails to meet those. 
standards may be required by the agency to develop a plan acceptable to meet the standards. Failure to submit or 
implement such a plan may subject the institution to regulatory sanctions. The Company, on behalf of the Bank, 
believes that the Bank meets substantially all standards that have been adopted. FDICIA also imposes capital 
standards on insured depository institutions. 

The Community Reinvestment Act ("CRA") requires the FDIC, in connection with its examination of financial 
institutions within its jurisdiction, to evaluate the record of those financial institutions in meeting the credit needs of 
their communities, including low and moderate income neighborhoods, consistent with principles of safe and sound 
banking practices. These factors are also considered by all regulatory agencies in evaluating mergers, acquisitions 
and applications to open a branch or facility. As ofthe date of its most recent examination report, the Bank had a 
CRA rating of"Satisfactory". 

Under the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct 
Terrorism Act (the "Patriot Act"), financial institutions are subject to prohibitions against specified financial 
transactions and account relationships, as well as enhanced due diligence standards intended to detect and prevent 
the use of the United States financial system for money laundering and terrorist financing activities. The Patriot Act 
requires financial institutions to establish anti-money laundering programs, including employee training and 
independent audit requirements, meet minimum standards specified by the act, follow minimum standards for 
customer identification and maintenance of customer identification records, and regularly compare customer lists 
against lists of suspected terrorists, terrorist organizations and money launderers. The costs or other effects of the 
compliance burdens of the Patriot Act or future anti-terrorist, homeland security or anti-money laundering 
legislation or regulations cannot be predicted with certainty. 
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The FDIC maintains a risk-based assessment system for determining deposit insurance premiums. Four risk 
categories, each subject to different premium rates, are established based upon an institution's status as well 
capitalized, adequately capitalized or undercapitalized and the institution's supervisory rating. The levels of rates 
are subject to periodic adjustment by the FDIC. Depository institutions will also pay premiums for the increased 
coverage provided by the FDIC. 

The FDIC also imposed a special FDIC insurance assessment of 5 basis points of each insured depository 
institution's assets minus Tier I capital as of June 30, 2009, but no more than IO basis points times the institution's 
assessment base for the second quarter of2009, which was collected on September 30, 2009. Additional special 
assessments may be imposed by the FDIC in the future. 

The Dodd-Frank Wall Street Reform and Consumer Protection Act, enacted in July 20IO ("Dodd-Frank"), 
permanently increased the maximum deposit insurance amount for banks, savings institutions and credit unions to 
$250,000 per depositor and extended unlimited deposit insurance on noninterest-bearing transaction accounts 
through December 3I, 20I2. Dodd-Frank also broadened the base for FDIC insurance assessments. Assessments 
will now be based on the average consolidated total assets less tangible equity capital of a financial institution rather 
than deposits. Dodd-Frank required the FDIC to increase the reserve ratio of the Deposit Insurance Fund from 
I.I5% to I.35% of insured deposits by 2020 and eliminated the requirement that the FDIC pay dividends to insured 
depository institutions when the reserve ratio exceeds certain thresholds. Effective July I, 20IO, Dodd-Frank 
eliminated the federal statutory prohibition against the payment of interest on business checking accounts. 

Dodd-Frank also created a new, independent federal agency called the Consumer Financial Protection Bureau 
("CFPB") which is granted broad rulemaking, supervisory and enforcement powers under various federal consumer 
financial protection laws, including the Equal Credit Opportunity Act, Truth in Lending Act, Real Estate Settlement 
Procedures Act, Fair Credit Reporting Act, Fair Debt Collection Act, The Consumer Financial Privacy provisions of 
the Gramm-Leach-Bliley Act and certain other statutes. The CFPB will have examination and primary enforcement 
authority with respect to depository institutions with $I 0 billion or more in assets. Smaller institutions will be 
subject to rules promulgated by the CFPB but will continue to be examined and supervised by federal banking 
regulators for consumer compliance purposes. The CFPB will have authority to prevent unfair, deceptive or abusive 
practices in connection with the offering of consumer financial products. Dodd-Frank authorizes the CFPB to 
establish certain minimum standards for the origination of residential mortgages including a determination of the 
borrower's ability to repay. In addition, Dodd-Frank will allow borrowers to raise certain defenses to foreclosure if 
they receive any loan, other than a "qualified mortgage" as defined by the CFPB. Dodd-Frank permits states to 
adopt consumer protection laws and standards that are more stringent than those adopted at the federal level and, in 
certain circumstances, permits state attorneys general to enforce compliance with both the state and federal laws and 
regulations. 

It is difficult to predict what further specific impact Dodd-Frank and related written rules and regulations 
implementing the act has had and will have on community banks. However, it is expected that at a minimum, they 
will increase the operating and compliance costs, and possibly the interest expense, of the Company. 

On July 9, 2013, the federal bank regulatory agencies issued a final rule that will revise their risk-based capital 
requirements and the method for calculating risk-weighted assets to make them consistent with agreements that were 
reached by the Basel Committee on Banking Supervision ("Basel III") and certain provisions of the Dodd-Frank 
Act. The final rule applies to all depository institutions, top-tier bank holding companies with total consolidated 
assets of$500 million or more and top-tier savings and loan holding companies. 

The rule establishes a new common equity Tier I minimum capital requirement ( 4.5% of risk-weighted assets), 
increases the minimum Tier 1 capital to risk-based assets requirement (from 4.0% to 6.0% of risk-weighted assets) 
and assigns a higher risk weight (150%) to exposures that are more than 90 days past due or are on nonaccrual status 
and to certain commercial real estate facilities that finance the acquisition, development or construction of real 
property. 

The rule also includes changes in what constitutes regulatory capital, some of which are subject to a two-year 
transition period. These changes include the phasing-out of certain instruments as qualifying capital. In addition, 
Tier 2 capital is no longer limited to the amount of Tier 1 capital included in total capital. Mortgage servicing rights, 
certain deferred tax assets and investments in unconsolidated subsidiaries over designated percentages of common 
stock will be required to be deducted from capital, subject to a two-year transition period. Finally, Tier I capital will 
include accumulated other comprehensive income (which includes all unrealized gains and losses on available for 
sale debt and equity securities), subject to a two-year transition period. 
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The new capital requirements also include changes in the risk-weights of assets to better reflect credit risk and other 
risk exposures. These include a 150% risk weight (up from 100%) for certain high volatility commercial real estate 
acquisition, development and construction loans and non-residential mortgage loans that are 90 days past due or 
otherwise on nonaccrual status; a 20% (up from 0%) credit conversion factor for the unused portion of a 
commitment with an original maturity of one year or less that is not unconditionally cancellable; a 250% risk weight 
(up from 100%) for mortgage servicing rights and deferred tax assets that are not deducted from capital; and 
increased risk-weights (from 0% to up to 600%) for equity exposures. 

Finally, the rule limits capital distributions and certain discretionary bonus payments if the banking organization 
does not hold a "capital conservation buffer" consisting of2.5% of common equity Tier I capital to risk-weighted 
assets in addition to the amount necessary to meet its minimum risk-based capital requirements. 

The final rule becomes effective on January I, 2015. The capital conservation buffer requirement will be phased in 
beginning January I, 2016, at 0.625% of risk-weighted assets, increasing each year until fully implemented at 2.5% 
on January I, 2019. 

It is management's beliefthat, as of December 31,2014, the Company and the Bank would have met all capital 
adequacy requirements under Basel III on a fully phased-in basis if such requirements were currently effective. 
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INDEPENDENT AUDITORS' REPORT 

To the Stockholders and Board of Directors 
New Windsor Bancorp, Inc. 
New Windsor, Maryland 

We have audited the accompanying consolidated financial statements of New Windsor Bancorp, 
Inc. (the ''Company") which comprise the consolidated statements of condition as of 
December 31, 2014 and 2013, and for the related consolidated statements of operations, 
comprehensive income, changes in stockholders' equity and cash flows for each of the three 
years in the period ended December 31, 2014, and the related notes to the consolidated financial 
statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 
financial statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on 
our audits. We conducted our audits in accordance with auditing standards generally accepted in 
the United States of America. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated financial statements. The procedures selected depend on the 
auditors' judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 



Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the t1nancial position ofNew Windsor Bancorp, Inc. as of December 31,2014 and 2013, and the 
results of their operations and its cash flows for each of the three years ended December 31, 2014 
in accordance with accounting principles generally accepted in the United States of America. 

Baltimore, Maryland 
March 17~ 2015 
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NEW WINDSOR BANCORP, INC. 

Consolidated Statements of Condition 

December 31, 

2014 2013 
ASSETS 

Cash and due from banks $ 2,386,775 $ 2,522,340 
Interest-bearing deposits in other banks 4,810,394 2,276,632 

Federal funds sold and other overnight investments 

Investment securities available-for-sale, at fair value 33,807,111 50,372,738 

Loans held for sale 1,907,080 1,256,000 
Loans 231,750,646 214,662,719 

Less: Allowance for credit losses (3,486,895) (3,464,811) 

Loans, net 228,263,751 211,197,908 

Premises and equipment, net 8,087,391 8,159,241 

Other real estate owned 121,225 269,243 
Deferred income taxes 1,459,587 1,543,504 

Accrued interest receivable and other assets 1,799,765 1,595,999 

Total assets $ 282,643,079 $ 279,193,605 

LIABJLJTJES 

Noninterest-bearing deposits $ 60,066,858 $ 52,381,910 

Interest-bearing deposits 179,997,609 193,083,239 

Total deposits 240,064,467 245,465,149 

Short-term debt 16,680,154 9,631,853 
Long-term debt 10,500,000 10,500,000 

Accrued interest payable and other liabilities 1,072,584 761,785 

Total liabilities 268,317,205 266,358,787 

STOCKHOLDERS' EQUITY 

Common stock- $.01 par value; 10,000,000 shares 

authorized; 583,772 and 583,046 shares issued 

and outstanding as of2014 and 2013, respectively 5,840 5,832 

Surplus 9,176,891 9,163,560 

Retained earnings 5,190,359 3,995,058 

Accumulated other comprehensive loss (47,216) (329,632) 

Total stockholders' equity 14,325,874 12,834,818 

Total liabilities and stockholders' equity $282,643,079 $ 279,193,605 

See accompanying notes to consolidated financial statements. 
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NEW WINDSOR BANCORP, INC. 

Consolidated Statements of Operations 

For the Years Ended December 31, 
2014 2013 2012 

INTEREST INCOME 
Interest and fees on loans $10,597,509 $ 9,925,793 $ I 0,652,850 
Interest on deposits in other banks 5,381 18,833 32,240 
Interest on federal funds sold and other 

overnight investments 9,190 9,484 
Interest on investment securities: 

Taxable 530,704 512,740 403,087 
Tax-exempt 38,104 43,902 36,854 

Total interest income 11,171,698 I 0,510,458 11,134,515 
INTEREST EXPENSE 

Interest on deposits 1,359,174 2,173,594 2,727,603 
Interest on short-term debt 37,853 1,955 1,728 
Interest on long-term debt 759,504 759,504 759,504 

Total interest expense 2,156,531 2,935,053 3,488,835 

Net interest income 9,015,167 7,575,405 7,645,680 

Provision for credit losses 110,000 145,000 731,000 

Net interest income after provision for credit losses 8,905,167 7,430,405 6,914,680 

NONINTEREST INCOME 
Service charges on deposit accounts 683,906 863,522 910,968 
(Loss) g;;~in on sale of AFS investment securities (37,406) 908 189 
Asset management income 290,663 263,371 190,140 
M ortg;;~ge banking revenue 360,686 410,307 381,591 
VISA Check Card fee income 440,630 423,120 425,203 
Net g;lin on sale of ORE 40,200 17,699 176,047 
Other income 280,885 288,302 344,775 

Total noninterest income 2,059,564 2,267,229 2,428,913 

NON INTEREST EXPENSE 
Salaries and employee benefits 4,571,574 4,466,359 4,386,815 
Net occupancy expense 950,892 861,492 831,769 
Equipment expense 668,218 749,042 773,046 
Marketing 82,347 79,334 68,715 
Operating supplies 59,397 67,390 59,848 
Outside services and data processing fees 1,282,896 1,184,731 986,504 
Telecommunications 219,378 186,178 193,467 
Directors' fees 121,409 99,150 90,800 
Net loss on other real estate owned 27,907 47,124 73,562 
Other loan expense 159,212 91,413 224,177 
FDIC insurance assessment 356,534 368,124 360,950 
Other expense 474,317 489,045 438,310 

Total noninterest expense 8,974,081 8,689,382 8,487,963 

Income before income tax expense 1,990,650 1,008,252 855,630 
Income tax expense 795,349 405,976 348,944 
NET INCOME $ 1,195,301 $ 602,276 $ 506,686 

Per Share Data: 
Net income- basic and diluted $ 1.95 $ 0.98 $ 0.83 
Cash dividends paid $ $ $ 

Average shares outstanding 612,950 611,754 610,655 

See accompanying notes to consolidated financial statements. 
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NEW WINDSOR BANCORP, INC. 

Consolidated Statements of Comprehensive Income 

For the Years Ended December 31, 
2014 2013 2012 

Net Income $ 1,195,301 $ 602,276 $ 506,686 

Other comprehensive income (loss), before tax: 
Securities available for sale: 

Unrealized holding gains (losses) arising during period 428,973 390,641 (121,983) 
Reclassification adjustment for net (losses) 

gains included in net income (37,406) 908 189 
Other comprehensive income (loss), before tax: 466,379 389,733 (122, 172) 

Income tax effect 183,963 153,730 (48,191) 
Other comprehensive income (loss), net of tax 282,416 236,003 (73,~81) 

TOTAL COMPREHENSIVE INCOME $ 1,477,717 $ 838,279 $ 432,705 

See accompanying notes to consolidated financial statements 
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NEW WINDSOR BANCORP, INC. 

Consolidated Statements of Changes in Stockholders' Equity 

For the Years Ended December 31,2014, 2013 and 2012 

Accumulated 
Other Total 

Common Retained Comprehensive Stockholders' 
Stock Surplus Earnings Income (Loss) Equity 

Balances at January 1, 20 12 $ 5,812 $9,128,223 $2,886,096 $ 22,835 $12,042,966 

Net income 506,686 506,686 

Unrealized net g11in on investment securities 

net of reclassification adjustment 236,003 236,003 

Issuance of additional shares 9 13,617 13,626 

Balances at December 31,2012 5,821 9,141,840 3,392,782 258,838 12,799,281 

Net income 602,276 602,276 

Unrealized net loss on investment securities, 

net of reclassification adjustment (588,470) (588,470) 

Issuance of additional shares 11 21,720 21,731 

Balances at December 31,2013 5,832 9,163,560 3,995,058 (329,632) 12,834,818 

Net income 1,195,301 1,195,301 

Unrealized net g11in on investment securities, 

net of reclassification adjustment 282,416 282,416 

Issuance of additional shares 8 13,331 13,339 

Balances at December 31, 2014 $ 5,840 $9,176,891 $5,190,359 $ (47,216) $14,325,874 

See accompanying notes to consolidated financial statements. 
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NEW WINDSOR BANCORP, INC. 
Consolidated Statements of Cash Flows 

For the Years Ended December 31, 

2014 2013 2012 

Cash Flows from Operating Activities: 

Net income $ 1,195,301 $ 602,276 $ 506,686 

Adjustments to reconcile net income to net cash 

provided by operating activities: 

Depreciation and amortization 423,320 499,752 520,114 

Provision for credit losses 110,000 145,000 731,000 

Deferred income taxes (97,802) 70,269 803,482 

Originations ofloans held for sale (13,773,350) ( 13,926,921) (14,227,670) 

Proceeds from sales ofloans held for sale 13,430,840 14,131,438 15,131,434 

Net gain on sale ofloans held for sale (308,569) (349,017) (312,344) 

Net loss on disposal/sale of premises and equipment 37 555 1,992 

Net (loss) gain on sale of AFS investment securities 37,406 (908) (189) 

Net loss (gain) on sale/writedown of other real estate owned (12,225) 46,590 (102,485) 

Net deferred gain on sale of other real estate owned (17,165) 

Net loss (gain) on sale/writedown of repossessed assets 4,629 (645) 

Net changes in: 

Accrued interest receivable and other assets (203,767) 383,228 151,035 

Accrued interest payable and other liabilities 310,799 52,631 (63,152) 

Net cash provided by operating activities 1,111,990 1,659,522 3,122,093 

Cash Flows from Investing Activities: 

Proceeds from maturities, calls and principal payments 

of investment securities - AFS 8,987,214 8,215,432 9,123,763 

Proceeds from sales of investment securities - AFS 8,427,342 

Purchases of investment securities - AFS (422,200) (17, 735,506) (27,202,151) 

Decrease (increase) in interest bearing deposits in other banks (2,533, 762) 5,298,964 13,695,820 

Decrease (increase) in federal funds sold and other 

overnight investments 4,459,274 (504, 140) 

Increase in loans, net (17,465,874) (16,243,449) (5,038,909) 

Proceeds from sales of other real estate owned 450,274 118,347 1,913,612 

Purchase of premises and equipment (351,507) (160,287) (322,880) 

Proceeds from sales of premises and equipment 1,500 

Net cash used in investing activities (2,908,513) (16,047,225) (8,333,385) 

Cash Flows from Financing Activities: 

(Decrease) increase in deposits (5,400,682) 793,971 6,170,550 

Increase (decrease) in short-term debt, net 7,048,301 9,094,667 (100,103) 

Issuance of additional shares of common stock 13,339 2I,73 I 13,626 

Cash dividends paid 

Net cash provided by fmancing activities 1,660,958 9,910,369 6,084,073 

Net (decrease) increase in Cash and Due from Banks (135,565) (4,477,334) 872,78I 

Cash and Due from Banks at Beginning of Year 2,522,340 6,999,674 6,126,893 

Cash and Due from Banks at End of Year $ 2,386,775 $2,522,340 $6,999,674 

Supplemental Cash lntormation: 
Cash payments for interest $ 2,129,884 $ 2,899,093 $ 3,457,479 
Cash payments for income taxes 930,710 514,000 
Loans transferred to other real estate owned 290,031 269,243 116,312 

See accompanying notes to consolidated financial statements. 
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NEW WINDSOR BANCORP, INC. 

Notes to Consolidated Financial Statements 
For the Years Ended December 31,2014,2013 and 2012 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The financial statements include the accounts of New Windsor Bancorp, Inc. (the "Bancorp") and its wholly owned 
subsidiaries, New Windsor State Bank (the "Bank"), New Windsor Holdings, LLC and New Windsor Capital Trust I 
referred collectively as the "Company". All significant intercompany balances and transactions between the parent 
corporation and its subsidiaries have been eliminated. The accounting and reporting policies of the Company 
conform with accounting principles generally accepted in the United States of America and to general practices 
within the banking industry. We have evaluated subsequent events for potential recognition or disclosure through 
the date of the audit report date. 

Nature a( Operations 

The Company, through its bank subsidiary, conducts full service commercial banking operations in Carroll County, 
Maryland. The primary financial services provided include real estate, commercial and consumer lending as well as 
offering demand deposits and savings products. The Company, through a broker/dealer relationship, also offers full 
service brokerage products such as mutual funds, annuities, insurance as well as stocks and bonds. 

Use o(Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the 
reported amounts of revenue and expense during the reporting period. Actual results could differ from those 
estimates. 

Material estimates that are particularly susceptible to significant change in the near-term relate to the determination 
of the allowance for credit losses, other than temporary impairment of investment securities and deferred tax assets. 

Cash and Cash Equivalents 

For purposes of the consolidated statements of cash flows, cash and cash equivalents include cash and due from 
banks. 

Investment Securities 

Available-for-Sale: 

Marketable equity securities and debt securities not classified as held-to-maturity or trading are classified as 
available-for-sale. Securities available-for-sale are acquired as part of the Company's asset/liability management 
strategy and may be sold in response to changes in interest rates, loan demand or deposit balances, changes in 
prepayment risk and other factors. Securities available-for-sale are carried at fair value, with unrealized gains or 
losses based on the difference between amortized cost and fair value reported as accumulated other comprehensive 
income (loss), a separate component of stockholders' equity, net of deferred tax. Realized gains and losses, using 
the specific identification method, are included as a separate component of noninterest income. Related interest and 
dividends are included in interest income. Declines in the fair value of individual available-for-sale securities below 
their cost that are other than temporary result in write-downs of the individual securities to their fair value. Factors 
affecting the determination of whether an other-than-temporary impairment has occurred include a downgrading of 
the security by a rating agency, a significant deterioration in the financial condition of the issuer, or that 
management would not have the intent and ability to hold a security for a period of time sufficient to allow for any 
anticipated recovery in fair value. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.) 

Federal Home Loan Bank: 

The Bank, as a member of the Federal Home Loan Bank System, is required to maintain an investment in capital 
stock of the Federal Home Loan Bank of Atlanta (the "FHLB") in varying amounts based on balances of outstanding 
home loans and on amounts borrowed from the FHLB. Because no ready market exists for this stock and it has no 
quoted fair value, the Bank's investment in this stock is carried at cost. 

Loans Held for Sale 

The Company engages in sales of residential mortgage loans and loans guaranteed by the Small Business 
Administration that are originated by the Bank. Loans held for sale are carried at the lower of aggregate cost or fair 
value. Fair value is derived from secondary market quotations for similar instruments. Gains and losses on sales of 
these loans are recorded as a component of noninterest income in the Consolidated Statements of Operations. 

When the Company retains the servicing rights to collect and remit principal and interest payments, manage escrow 
account matters and handle borrower relationships on mortgage loans sold, resulting service fee income is included 
in noninterest income. The Company's current practice is to sell loans on a servicing released basis, and, therefore, 
it has no intangible asset recorded for the value of such servicing at either December 31,2014 or December 31, 
2013. 

Loans 

Loans are stated at their principal balance outstanding, net of unearned income. Interest income on most loans is 
accrued at the contractual rate based on the principal outstanding. The Company generally' places loans, except for 
consumer loans, on non-accrual when payments are 90 days past due. Interest accrual may also be discontinued 
earlier if, in management's opinion, collection is unlikely. Generally, consumer installment loans are not placed on 
nonaccrual, but are charged off when they are 90 days past due. 

Loans are considered impaired when, based on current information, it is probable that the Company will not collect 
all principal and interest payments according to contractual terms. Generally, loans are considered impaired once 
payments become 90 days or more past due and they are placed on nonaccrual. Management also considers the 
financial condition of the borrower, cash flows of the loan and the value of the related collateral. Impaired loans do 
not include large groups of smaller balance homogeneous credits such as residential real estate, consumer 
installment loans, and commercial leases, which are evaluated collectively for impairment. Loans specifically 
reviewed for impairment are not considered impaired during periods of"minimal delay" in payment (90 days or 
less) provided eventual collection of all amounts due is expected. The impairment of a loan is measured based on 
the present value of expected future cash flows discounted at the loan's effective interest rate, or the fair value of the 
collateral if repayment is expected to be provided by the collateral. Generally, the Company's impairment on such 
loans is measured by reference to the fair value of the collateral. Payments on nonaccrualloans are first applied 
against the principal balance outstanding. Loans are returned to accrual status when all principal and interest 
amounts contractually due are brought current and future payments are reasonably assured. 

Allowance for Credit Losses 

The allowance for credit losses represents an amount which, in management's opinion, is sufficient to absorb 
probable losses on existing loans. Management's determination of the adequacy of the allowance is based on a 
periodic evaluation of the portfolio with consideration given to the overall loss experience; current economic 
conditions; volume, growth and composition of the loan portfolio; financial condition of the borrowers; and other 
relevant factors that, in management's judgment, warrant recognition in providing an adequate allowance. 
Determination of the allowance is inherently subjective, as it requires significant estimates, including the amounts 
and timing of expected future cash flows and collateral values on impaired loans, estimated losses on pools of 
homogenous loans based on historical loss experience and consideration of economic trends, all ofwhich may be 
susceptible to significant change. The allowance is increased by provisions for credit losses charged against income 
and decreased by charge-offs (net of recoveries). Changes in the allowance are recorded periodically as conditions 
change or as more information becomes available. Such future changes could result in material adjustments to 
future results of operations. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.) 

The allowance for credit losses consists of a specific component and a nonspecific component. The components of 
the allowance for credit losses represent an estimation done pursuant to either Financial Accounting Standards 
Board ("FASB") Accounting Standards Codification ("ASC") Topic 450 "Contingencies" or ASC Topic 310 
"Receivables". The specific component of the allowance for credit losses reflects expected losses resulting from 
analysis developed through specific credit allocations for individual loans and historical loss experience for each 
loan category. The specific credit allocations are based on a regular analysis of all loans where the internal credit 
rating is at or below a predetermined classification. The historical credit loss element is determined statistically 
using a loss migration analysis that examines loss experience. The factors used to adjust the historical loss 
experience address various risk characteristics of the Company's loan portfolio including ( 1) trends in delinquencies 
and other non performing loans, (2) results of independent loan reviews, (3) changes in the categories ofloans 
comprising the loan portfolio, (4) concentrations ofloans to specific industry segments, (5) changes in economic 
conditions on both a local and national level, (6) changes in the Company's credit administration and loan portfolio 
management processes, and (7) quality of the Company's credit risk identification processes. 

The nonspecific portion of the allowance is determined based on management's assessment of general economic 
conditions, as well as specific economic factors in the individual markets in which the Company operates. This 
determination inherently involves a higher risk of uncertainty and considers current risk factors that may not have 
yet manifested themselves in the Company's historical loss factors used to determine the allocated component of the 
allowance and it recognizes knowledge of the portfolio may be incomplete. 

Premises and Equipment 

Premises and equipment are stated at cost less accumulated depreciation and amortization computed using the 
straight-line method. Premises and equipment are depreciated over the useful lives of the assets. The costs of major 
renewals and betterments are capitalized, while the costs of ordinary maintenance and repairs are expensed as 
incurred. 

The following are the general guidelines for useful lives: 

Buildings and building improvements 
Leasehold improvements 
Furniture, fixtures and equipment 
Computer hardware and software 

Other Real Estate Owned 

39-50 years 
lesser of useful life or lease term 

5-7 years 
3-5 years 

Real estate acquired through, or in lieu of, loan foreclosure is initially recorded at the lower of the recorded 
investment or fair value less estimated costs of disposal at the date of foreclosure. Costs relating to the development 
and improvement of property are capitalized, whereas costs relating to the holding of the property are expensed. 
Valuations are periodically performed by management and an allowance for losses is established by a charge to 
operations if the carrying value of a property exceeds its estimated fair value less estimated costs to sell. 

Repossessed Assets 

Assets acquired through repossession are initially recorded at the lower of the recorded investment or fair value less 
estimated costs of disposal at the date of repossession. Costs related to the repair of the asset are capitalized whereas 
costs relating to the holding of the asset are expensed. Valuations are periodically performed by management and an 
allowance for losses is established by a charge to operations if the carrying value of the asset exceeds its estimated 
fair value less estimated costs to sell. 

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 Company, (2) 
the transferee obtains the right (free of conditions that constrain it from taking advantage of that right) to pledge or 
exchange the transferred assets, and (3) the Company does not maintain effective control over the transferred assets 
through an agreement to repurchase them before their maturity. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.) 

Income Taxes 

The Company files a consolidated federal income tax return with its bank subsidiary. Income tax expense is based 
on the results of operations, adjusted for permanent differences between items of income or expense reported in the 
financial statements and those reported for tax purposes. Deferred income taxes are reflected at currently enacted 
income tax rates applicable to the period in which deferred tax assets and liabilities are expected to be realized or 
settled. As changes in tax laws or rates are enacted, deferred income taxes are adjusted through the provision for 
income taxes. Any deferred tax asset is reduced by the amount of any tax benefit that more likely than not will not 
be realized. 

Management considers the likelihood of changes by taxing authorities in its filed income tax returns and recognizes 
a liability for or discloses potential changes that management believes are more likely than not to occur upon 
examination by taxing authorities. Management has not identified any uncertain tax positions in filed income tax 
returns that require recognition or disclosure in the accompanying financial statements. The Company's income tax 
returns for the past three years are subject to examination by tax authorities, and may change upon examination. 

Income Per Common Share 

Basic net income per common share is computed by dividing net income available to common stockholders by the 
weighted average number of common shares outstanding during the year. Diluted net income per common share is 
computed by dividing net income available to common stockholders by the weighted average number of common 
shares outstanding during the year including any potential dilutive common stock equivalents outstanding, such as 
options and warrants. 

All previously reported items have been restated to reflect the 5% stock dividend, in the form of a stock split, 
declared on January 20,2015 to shareholders ofrecord on January 30,2015 and payable on February 13,2015. 

Recent Accounting Pronouncements 

In January 2014, the Financial Accounting Standards Board (the "FASB") issued ASU No. 2014-04, Receivables
Troubled Debt Restructurings by Creditors (Subtopic 31 0-40) -Reclassification of Residential Real Estate 
Collateralized Consumer Mortgage Loans upon Foreclosure. The amendments clarify that an in substance 
repossession or foreclosure occurs, and a creditor is considered to have received physical possession of residential 
real estate property collateralizing a consumer mortgage loan, upon either (1) the creditor obtaining legal title to the 
residential real estate property upon completion of a foreclosure or (2) the borrower conveying all interest in the 
residential real estate to the creditor to satisfy that loan through completion of a deed in lieu of foreclosure or 
through a similar legal agreement. Additionally, the amendments require interim and annual disclosure ofboth (I) 
the amount of foreclosed residential real estate property held by the creditor and (2) the recorded investment in 
consumer mortgage loans collateralized by residential real estate that are in the process of foreclosure according to 
local requirements of the applicable jurisdiction. ASU 2014-04 is effective for interim and annual periods beginning 
after December 15, 2014. Adoption of ASU 2014-04 is not expected to have a significant impact on the Company's 
financial statements. 

In May 2014, the F ASB and the international Accounting Standards Board (the "IASB") jointly issued a 
comprehensive new revenue recognition standard that will supersede nearly all existing revenue recognition 
guidance under Generally Accepted Accounting Principles ("GAAP") and International Financial Reporting 
Standards ("IFRS"). Previous revenue recognition guidance in GAAP comprised broad revenue recognition 
concepts together with numerous revenue requirements for particular industries or transactions, which sometimes 
resulted in different accounting for economically similar transactions. In contrast, IFRS provided limited revenue 
recognition guidance and, consequently, could be difficult to apply to complex transactions. Accordingly, the F ASB 
and IASB initiated a joint project to clarify the principles for recognizing revenue and to develop a common revenue 
standard for U.S. GAAP and IFRS that would: (1) Remove inconsistencies and weaknesses in revenue 
requirements; (2) Provide a more robust framework for addressing revenue issues; (3) Improve comparability of 
revenue recognition practices across entities, industries, jurisdictions, and capital markets: ( 4) Provide more useful 
information to users of financial statements through improved disclosure requirements; and (5) Simplify the 
preparation of financial statements by reducing the number of requirements to which an entity must refer. To meet 
those objectives, The FASB issued ASU No. 2014-09 Revenue from Contracts with Customers. The standard's core 
principle is that a company will recognize revenue when it transfers promised goods or services to customers in an 
amount that reflects the consideration to which the company expects to be entitled in exchange for those goods or 
services. In doing so, companies generally will be required to use more judgment and make more estimates than 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.) 

under current guidance. These may include identifying performance obligations in the contract, estimating the 
amount of variable consideration to include in the transaction price and allocating the transaction price to each 
separate performance obligation. The standard is effective for public entities for interim and annual periods 
beginning after December 15, 2016; early adoption is not permitted. For financial reporting purposes, the standard 
allows for either full retrospective adoption, meaning the standard is applied only to the most current period 
presented in the financial statements with the cumulative effect of initially applying the standard recognized at the 
date of initial application. The Company is currently evaluating the provisions of ASU No. 2014-09 and will be 
closely monitoring developments and additional guidance to determine the potential impact the new standard will 
have on the Company's financial statements. 

In August 2014, the FASB issued ASU No. 2014-14, Classification ofCertain Government-Guaranteed Mortgage 
Loans upon Foreclosure. The objective of this guidance is to reduce diversity in practice related to how creditors 
classify government-guaranteed mortgage loans, including FHA and VA guaranteed loans, upon foreclosure. Some 
creditors reclassify those loans to real estate consistent with other foreclosed loans that do not have guarantees; 
others reclassify the loans to other receivables. The amendments in this guidance require that a mortgage loan be 
derecognized and that a separate other receivable be recognized upon foreclosure if the following conditions are 
met: (I) The loan has a government guarantee that is not separable from the loan before foreclosure; (2) At the time 
of foreclosure, the creditor has the intent to convey the real property to the guarantor and make a claim on the 
guarantee, and the creditor has the ability to recover under that claim; and (3) At the time of foreclosure, any amount 
of the claim that is determined on the basis of the fair value of the real estate is fixed. Upon foreclosure, the separate 
other receivable should be measured based on the amount of the loan balance (principal and interest) expected to be 
recovered from the guarantor. ASU No. 2014-14 is effective for the interim and annual reporting periods beginning 
after December 15, 2014. The adoption of ASU No. 2014-14 is not expected to have a material impact on the 
Company's financial statements. 

2. FAIR VALUE MEASUREMENTS 

F ASB ASC Topic 825 "Financial Instruments" provides guidance on the fair value option for financial assets and 
liabilities. This guidance permits entities to measure many financial instruments and certain other items at fair value. 
The objective is to improve financial reporting by providing entities with the opportunity to mitigate volatility in 
reported earnings caused by measuring related assets and liabilities differently without having to apply complex 
hedge accounting provisions. The election to use the fair value option is available when an entity first recognizes a 
financial asset or financial liability or upon entering into a Company commitment. Subsequent changes must be 
recorded in earnings. 

ASC Topic 820, Fair Value Measurements clarifies that fair value is an exit price, representing the amount that 
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. 
Under ASC Topic 820, fair value measurements are not adjusted for transaction costs. ASC Topic 820 establishes a 
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives 
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 
measurements) and the lowest priority to unobservable inputs (Level3 measurements). The three levels of the fair 
value hierarchy under ASC Topic 820 are described below. 

Levell 

Level2 

Level3 

Valuations for assets and liabilities traded in active exchange markets. Valuations are obtained 
from readily available pricing sources for market transactions involving identical assets or 
liabilities. 
Valuations for assets and liabilities traded in less active dealer or broker markets. Valuations are 
obtained from third party pricing services for identical or comparable assets or liabilities which 
use observable inputs other than Level 1 prices, such as quoted prices for similar assets or 
liabilities; quoted prices in active markets that are not active; or other inputs that are observable or 
can be corroborated by observable market data for substantially the full term of the assets or 
liabilities. 
Unobservable inputs that are supported by little or no market activity and that are significant to the 
fair value of the assets or liabilities. 
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2. FAIR VALUE MEASUREMENTS (cont.) 

A financial instrument's level within the fair value hierarchy is based on the lowest level of input that is significant 
to the fair value measurement. 

The types of instruments valued based on quoted market prices in active markets include most U.S. government and 
agency securities, liquid mortgage products, active listed equities and most money market securities. Such 
instruments are generally classified within Levell or Level2 of the fair value hierarchy. As required by ASC Topic 
820, the Company does not adjust the quoted price for such instruments. 

The types of instruments valued based on quoted prices in markets that are not active, broker or dealer quotations, or 
alternative pricing sources with reasonable levels of price transparency include most investment-grade and high
yield corporate bonds, less liquid mortgage products, less liquid equities, state, municipal and provincial obligations, 
and certain physical commodities. Such instruments are generally classified within Level 2 of the fair value 
hierarchy. 

Level 3 is for positions that are not traded in active markets or are subject to transfer restrictions, valuations are 
adjusted to reflect illiquidity and/or non-transferability, and such adjustments are generally based on available 
market evidence. In the absence of such evidence, management's best estimate is used. 

Impaired loans are evaluated and valued at the time the loan is identified as impaired, at the lower of cost or market 
value. Market value is measured based on the value of the collateral securing these loans and is classified as Leve13 
in the fair value hierarchy. Collateral may be real estate and/or business assets including equipment, inventory 
and/or accounts receivable. The value of real estate collateral is determined based on appraisal by qualified licensed 
appraisers hired by the Company. The value of business equipment, inventory and accounts receivable collateral is 
based on the net book value on the business' financial statements and, if necessary, discounted based on 
management's review and analysis. Appraised and reported values may be discounted based on management's 
historical knowledge, changes in market conditions from the time of valuation, and/or management's expertise and 
knowledge of the client and client's business. Impaired loans are reviewed and evaluated on at least a quarterly basis 
for additional impairment and adjusted accordingly, based on the same factors identified above. 
Other real estate owned ("OREO") is adjusted to fair value upon transfer of the loans to OREO. Subsequently, 

OREO is carried at the lower of carrying value or fair value. The estimated fair value for other real estate owned 
included in Level 3 is determined by independent market based appraisals and other available market information, 
less cost to sell, that may be reduced further based on market expectations or an executed sales agreement. If the 
fair value of the collateral deteriorates subsequent to initial recognition, the Company records the OREO as a non
recurring Level3 adjustment. Valuation techniques are consistent with those techniques applied in prior periods. 
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2. FAIR VALUE MEASUREMENTS (cont.) 

The following table sets forth the Company's financial assets and liabilities that were accounted for or disclosed at 
fair value on a recurring basis as of December 31, 2014 and 2013. 

Significant 

Other Significant 

Carrying Quoted Observable Unobservable 

Value Prices Inputs Inputs 

(Fair Value) (Level 1) (Level2) (Level3) 

December 31, 2014: 

Investment securities, available-for-sale: 

U.S. Treasury securities and obligations 

of U.S. government agencies $22,625,954 $ $22,625,954 $ 
Obligations of states and political subdivisions 2,539,574 2,539,574 

Residential mortgage-backed securities 7,403,813 7,403,813 

Flll.B stock 971,600 971,600 

Other equity securities 266,170 266,170 

Total investment securities available-for-sale $33,807,111 $ 266,170 $33,540,941 $ 

Llans held for sale $ 1,907,080 $ $ 1,907,080 $ 

December 31,2013: 

Investment securities, available-for-sale 

U.S. Treasury securities and obligations 

ofU.S. government agencies $35,824,798 $ $35,824,798 $ 

Obligations of states and political subdivisions 3,737,403 3,737,403 

Residential mortgage-backed securities 10,019,939 10,019,939 

FHLB stock 549,400 549,400 

Other equity securities 241,198 241,198 

Total investment securities available-for-sale $50,372,738 $ 241,198 $50,131,540 $ 

Loans held for sale $ 1,256,000 $ $ 1,256,000 $ 
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2. FAIR VALUE MEASUREMENTS (cont.) 

The following table sets forth the Company's financial assets and liabilities that were accounted for or disclosed at 
fair value on a nonrecurring basis as of December 31, 2014 and 2013. 

December 31,2014: 

Other real estate owned 

Repossessed assets 

Impaired loans, net: 

Construction and land development 

Residential real estate -mortgage 

Commercial real estate -mortgage 

Commercial and industrial 

Consumer 

Total impaired loans, net 

December 31, 2013: 

Other real estate owned 

Repossessed assets 

Impaired loans, net: 

Construction and land development 

Residential real estate - mortgage 

Commercial real estate - mortgage 

Commercial and industrial 

Consumer 

Total impaired loans, net 

Carrying 

Value 

(Fair Value) 

$ 121,225 $ 

5,158,171 

3,635,856 

713,336 

4,639 

$ 9,512,002 

$ 269,243 

4,761,716 

6,998,845 

920,930 

20,561 

$12,702,052 
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Significant 

Other 

Quoted Observable 

Prices Inputs 

(Levell) (Level2) 

$ 

$ 

$ 

$ 

Significant 

Unobservable 

Inputs 

(Level3) 

$ 121,225 

5,158,171 

3,635,856 

713,336 

4,639 

$ 9,512,002 

$ 269,243 

4,761,716 

6,998,845 

920,930 

20,561 

$12,702,052 



2. FAIR VALUE MEASUREMENTS (cont.) 

The following table provides a reconciliation of all assets measured at fair value on a nonrecurring basis using 
significant unobservable inputs (Level 3) for the years ended December 31, 2014 and 2013. 

Other Real 

Estate Repossessed Impaired 

Owned Assets Loans 

Balance at January I, 2013 $ 164,937 $ 11,070 $13,510,772 

Total net gains (losses) for the year included in: 

Net gain on sale of other real estate owned 17,699 

Net loss on sale of repossessed assets (4,629) 

Valuation adjustment (47,124) 

Net sales (135,512) (6,441) 

Net transfers in (out) 269,243 
,.. 

(808,720) 

Balance at December 31,2013 269,243 12,702,052 

Total net gains (losses) for they ear included in: 

Net gain on sale of other real estate owned 40,200 

Valuation adjustment (27,975) 

Net sales (450,274) 

Net transfers in (out) 290,031 (3, 190,050) 

Balance at December 31, 2014 $ 121,225 $ $ 9,512,002 
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3. INVESTMENT SECURITIES 

The amortized cost and estimated fair values of investment securities available-for-sale at December 31 are as 
follows: 

2014 Gross Gross Estimated 
Amortized Unrealized Unrealized Fair 

Cost Gains Losses Value 

U.S. Treasury securities and obligations 

ofU.S. government agencies $22,843,540 $ 38,298 $ 255,884 $22,625,954 

Obligations of states and political subdivisions 2,519,740 20,959 1,126 2,539,574 

Residential mortgage-backed securities 7,349,276 63,231 8,694 7,403,813 

Total debt securities 32,712,555 122,488 265,703 32,569,341 

FHLB stock 971,600 971,600 

Other equity securities 207,442 58,728 266,170 

Total investment securities available-for-sale $33,891,597 $ 181,216 $ 265,703 $33,807,111 

2013 Gross Gross Estimated 
Amortized Unrealized Unrealized Fair 

Cost Gains Losses Value 

U.S. Treasury securities and obligations 

ofU.S. government agencies $36,425,973 $ 79,318 $ 680,493 $35,824,798 

Obligations of states and political subdivisions 3,798,495 20,400 81,492 3,737,403 

Residential mortgage-backed securities 9,940,050 90,583 10,694 10,019,939 

Total debt securities 50,164,518 190,301 772,679 49,582,140 

FHLB stock 549,400 549,400 

Other equity securities 207,442 33,756 241,198 

Total investment securities available-for-sale $50,921,360 $ 224,057 $ 772,679 $50,372,738 

The amortized cost and fair value of debt securities at December 31, 2014 by contractual maturity are shown in the 
following chart. Expected maturities will differ from contractual maturities because borrowers may have the right to 
call or prepay obligations with or without call or prepayment penalties. 

Due in one year or less 

Due after one year through five years 

Due after five years through ten years 

Due after ten years 

Residential mortgage-backed securities 

Total debt securities 
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Available-for-Sale 
Amortized Estimated 

Cost Fair Value 

$ 4,004,747 $ 4,014,835 

17,852,292 17,732,370 

3,371,703 3,283,524 

134,537 134,799 

7,349,276 7,403,813 

$32,712,555 $32,569,341 



3. INVESTMENT SECURITIES (cont.) 

Gross unrealized losses and fair value by length of time that the individual available-for-sale debt securities have 
been in a continuous unrealized loss position at December 31 are as follows: 

2014 Continuous Unrealized 

Losses Existing for: Total 

Estimated Less Than More Than Unrealized 

Fair Value 12 Months 12 Months Losses 
U.S. Treasury securities and obligations 

ofU.S. government agencies $12,922,384 $ 16,302 $ 239,582 $ 255,884 

Obligations of states and political subdivisions 264,150 1,126 1,126 

Residential mortgage-backed securities 895,183 8,694 8,694 

$14,081,717 $ 26,122 $ 239,582 $ 265,704 

2013 Continuous Unrealized 
Losses Existing for: Total 

Estimated Less Than More Than Unrealized 

Fair Value 12 Months 12 Months Losses 

U.S. Treasury securities and obligations 

ofU.S. government agencies $20,757,036 $ 658,973 $ 21,520 $ 680,493 

Obligations of states and political subdivisions 1,773,949 70,273 11,219 81,492 

Residential mortgage-backed securities 1,973,469 10,638 56 10,694 

$24,504,454 $ 739,884 $ 32,795 $ 772,679 

There were twenty-nine securities with unrealized losses as of December 31, 2014 and fifty-three securities as of 
December 31, 2013. The unrealized losses on debt securities are the result of market changes in interest rates since 
the original purchase. This factor coupled with the fact the Company has both the intent and ability to hold these 
investments for a period of time sufficient to allow for any anticipated recovery in fair value substantiates that the 
unrealized losses in the available-for-sale portfolio are temporary. The Company does not believe it is more likely 
than not that it will be required to sell these securities before the anticipated recovery in value. 

Sales of investment securities in 2014 resulted in proceeds of$8,427,000 with gross gains of$35,000 and gross 
losses of$73,000. There were no sales of investment securities in 2013 or 2012. 

At December 31, 2014 and 2013, investments available-for-sale with a carrying value of$22,533,000 and 
$15,570,000, respectively, were pledged as collateral for certain government deposits and for other purposes as 
required or permitted by law. The outstanding balance of no single issuer, except for U.S. government and U.S. 
government agency securities, exceeded ten percent of stockholders' equity at December 31, 2014 and 2013. 

4. LOANS AND ALLOWANCE FOR CREDIT LOSSES 

The Company's loan portfolio is broken down into segments to an appropriate level of disaggregation to allow 
management to monitor the performance by the borrower and to monitor the yield on the portfolio consistent with 
the provisions of ASU 2010-20, Disclosures about the Credit Quality of Financing Receivables and the Allowance 
for Loan Losses. At December 31, loans were as follows: 

2014 2013 

Construction and land development $ 10,378,415 $ 6,857,887 

Residential real estate - mortgage 88,953,470 90,060,368 

Commercial real estate - mortgage 120,360,006 92,428,428 

Commercial and industrial 9,028,058 21,450,632 

Consumer 3,030,697 3,865,404 

Total loans $ 231,750,646 $ 214,662,719 
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4. LOANS AND ALLOWANCE FOR CREDIT LOSSES (cont.) 

The risks associated with lending activities differ among the various loan types and are subject to the impact of 
changes in interest rates, market conditions of collateral securing the loans, and general economic conditions. All of 
these factors may adversely impact the borrower's ability to repay its loans and impact the associated collateral. 

Construction and land development loans consist of 1-4 family residential and commercial construction and land 
development loans. The risk ofloss on these loans is largely dependent on the Company's ability to assess the 
property's value at the completion of the project which should exceed the property's construction costs. During the 
construction phase, a number of factors could potentially negatively impact the collateral value, including cost 
overruns, delays in completing the project, competition and real estate market conditions which may change based 
on the supply of similar properties in the area. In the event the collateral value at the completion of the project is not 
sufficient to cover the outstanding loan balance, the Company must rely upon other repayment sources, including 
the guarantors of the project or other collateral securing the loan. The Company attempts to mitigate credit risk 
through strict underwriting standards including evaluation of the credit worthiness of the borrower and their success 
in other projects, aggressive release fees, adequate loan-to-value ratios and continual monitoring of the project 
during its construction phase to determine the impact that overruns and delays may have on the project. 

Residential real estate - mortgage includes mortgage loans with the underlying 1-4 family or multifamily residential 
property (primarily owner-occupied) securing the credit. The Company's risk exposure is minimized in these types 
of loans through the evaluation of the credit worthiness of the borrower, including credit scores and debt-to-income 
ratios and underwriting standards which limits the loan-to-value ratio to generally no more than 80% unless the 
borrower obtains private mortgage insurance. The Company sells the majority of its fixed rate residential mortgage 
originations in the secondary market and does not retain the servicing. 

Residential real estate - mortgage also includes home equity loans and lines of credit. These present a slightly 
higher risk to the Company than 1-4 family first lien mortgages as they can be first or second liens on the underlying 
property. However, these loans are generally limited with respect to loan-to-value ratios and the credit worthiness of 
the borrower is considered including credit scores and debt-to-income ratios. 

Commercial real estate - mortgage includes various types of loans which have differing levels of credit risk 
associated with them. Owner-occupied commercial real estate loans are generally dependent upon the successful 
operation of the borrower's business, with the cash flows generated from the business being the primary source of 
repayment of the loan. If the business suffers a downturn in sales or profitability, the borrower's ability to repay the 
loan could be in jeopardy. In order to minimize this credit risk, the Company has conservative underwriting 
standards which include the credit worthiness of the borrower, a limitation on loan amounts to the value of the 
property securing the loan, and strong debt service coverage ratios. Non-owner occupied commercial real estate 
loans present a different credit risk to the Company than owner-occupied commercial real estate, as the repayment 
of the loan is dependent upon the borrower's ability to generate a sufficient level of occupancy to produce rental 
income that exceeds debt service requirement and operating expenses. Lower occupancy or lease rates may result in 
reduction in cash flows, which hinder the ability of the borrower to meet debt service requirements, and may result 
in lower collateral values. The Company generally follows the same underwriting standards for these loans as with 
owner-occupied commercial real estate, but recognizes the greater risk inherent in these credit relationships in its 
loan pricing and loan-to-value requirements. 

Commercial and industrial loans include advances to local and regional businesses for general commercial purposes 
and include permanent and short-term working capital, machinery and equipment financing, and may be in the form 
of either lines of credit or term loans. Although commercial and industrial loans may be unsecured to the highest 
rated borrowers, the majority of these loans are secured by the borrower's accounts receivable, inventory and 
machinery and equipment. In a majority of these loans, the collateral also includes the business owner's personal 
guarantee as well as personal real estate and assets. Commercial and industrial loans present credit exposure to the 
Company as they are susceptible to risk ofloss during a downturn in the economy, as the borrower may have greater 
difficulty in meeting their debt service requirements and the value of collateral may decline. The Company attempts 
to mitigate this risk through strict underwriting standards, including evaluation of the credit worthiness of the 
borrower. Additionally, monitoring of the loans through annual renewals and meetings with the borrowers are 
common. However, these procedures cannot eliminate the risk of losses associated with these loans. 
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4. LOANS AND ALLOWANCE FOR CREDIT LOSSES (cont.) 

Consumer loans consist primarily of automobile loans made on both a direct and indirect basis. The credit risk of 
these loans is mitigated through conservative underwriting standards, including evaluation of the credit worthiness 
of the borrower's credit scores and debt-to-income ratios, and the collateral value of the assets securing the loan. 
Though some loans are done on an unsecured basis, the majority are secured. However, the value of the collateral 
on these loans may depreciate quickly or may fluctuate and thus present a greater risk to the Company than 1-4 
family residential loans. 

In order to monitor ongoing risk associated with its loan portfolio and specific credits within the segments, 
management uses an eight point internal grading system. Management generally follows regulatory definitions in 
assigning criticized ratings to loans, including substandard, doubtful or loss. The first four rating categories, 
representing the lowest risk to the Company, are combined and given a "Pass" rating. The "Special Mention" 
category includes loans that have potential weaknesses that may, if not monitored or corrected, weaken the asset or 
inadequately protect the Bank's position at some future date. These assets pose elevated risk, but their weakness 
does not yet justifY a more severe, or criticized rating. "Substandard" loans are classified as they have a well-defined 
weakness, or weaknesses that jeopardize liquidation of the debt. These loans are characterized by the distinct 
possibility that the Bank will sustain some loss if the deficiencies are not corrected. "Substandard" loans include 
loans that management has determined not to be impaired, as well as loans considered to be impaired. A "doubtful" 
loan has a high probability of total or substantial loss, but because of specific pending events that may strengthen the 
asset, its classification of loss is deferred. "Loss" assets are considered uncollectible, as the underlying borrowers are 
often in bankruptcy, have suspended debt repayments, or ceased business operations. Once a loan is classified as 
"Loss", there is little prospect of collecting the loan's principal or interest and it is generally written off. 

The Company has a loan review policy and program which is designed to reduce and control risk in the lending 
function. This includes the monitoring of the lending activities of all bank personnel with respect to underwriting 
and processing new loans and the timely follow-up and corrective action for loans showing signs of deterioration in 
quality. The loan review program provides the Company with an internal, independent review of the loan portfolio 
on an ongoing basis. Third-party loan reviews are completed annually and involve a representative sample of the 
Bank's entire loan portfolio. Generally, consumer and residential mortgage loans are included in the Pass categories 
unless a specific action, such as extended delinquencies, bankruptcy, repossession or death of the borrower occurs, 
which heightens awareness as to a possible credit event. 

The following summarizes the Bank's ratings based on its internal risk rating system as of December 31: 

2014 
Pass Special Mention Substandard Doubtful Loss Total 

Construction and land development $ 10,378,415 $ $ $ $ $ 10,378,415 

Residential real estate -mortgage 85,978,942 252,175 2,722,353 88,953,470 

Commercial real estate -mortgage 116,678,485 436,551 3,244,970 120,360,006 
Commercial and industrial 8,639,337 388,721 9,028,058 

Consumer 3,027,747 2,950 3,030,697 

Total $224,702,926 $ 688,726 $ 6,358,994 $ $ $231,750,646 

2013 
Pass Special Mention Substandard Doubtful Loss Total 

Construction and land development $ 6,857,887 $ $ $ $ $ 6,857,887 

Residential real estate - mortgage 87,446,865 2,613,503 90,060,368 

Commercial real estate - mortgage 86,065,942 6,362,486 92,428,428 

Commercial and industrial 19,794,486 1,656,146 21,450,632 

Consumer 3,858,298 7,106 3,865,404 

Total $204,023,478 $ $ 10,639,241 $ $ $214,662,719 

40 



4. LOANS AND ALLOWANCE FOR CREDIT LOSSES (cont.) 

Classified loans may also be evaluated for impairment. A loan is considered impaired when, based on current 
information and events, it is probable that the Bank will be unable to collect the scheduled payments of principal or 
interest when due according to the contractual terms of the loan agreement. Factors considered by management in 
determining impairment include payment status, collateral value, and the probability of collecting scheduled 
principal and interest payments when due. Loans that experience insignificant payment delays and payment 
shortfalls generally are not classified as impaired. Nonaccrualloans and troubled debt restructures are, by definition, 
deemed to be impaired. Impairment is measured on a loan-by-loan basis by either the present value of the expected 
future cash flows discounted at the loan's effective interest rate, the loan's obtainable market price, or the fair value 
of the collateral if the loan is collateral dependent. A loan is collateral dependent if the repayment of the loan is 
expected to be provided solely by the underlying collateral. For loans that are deemed to be impaired for extended 
periods of time, periodic updates on fair values are obtained, which may include updated appraisals. The updated 
fair values will be incorporated into the impairment analysis as of the next reporting period. In the event an updated 
appraisal that requires a higher impairment reserve is received after a reporting period, but prior to the issuance of 
the financial statements, an evaluation is made as to the significance of the difference and whether the amounts need 
to be reflected in the financial statements not yet issued. 

Loan charge-offs, which may include, from time-to-time, a partial charge-off, are taken on an impaired loan that is 
collateral dependent if the loan's carrying balance exceeds its collateral's appraised value, the loan has been 
identified as uncollectible, and it is deemed to be a confirmed loss. Typically, impaired loans with a charge-off or 
partial charge-off will continue to be considered impaired, unless the note is split into two, and management expects 
the performing note to continue to perform and is adequately secured. The second, or non-performing note, would 
be charged-off. Further, an impaired loan with a partial charge-off may continue to have an impairment reserve on it 
after the partial charge-off, if factors warrant. 

As of December 31, 2014 and 2013, nearly all of the Company's impaired loans' extent of impairment was 
measured based on the estimated fair value of the collateral securing the credit. Impairment on troubled debt 
restructurings that are following the revised terms of the loan are determined based on discounted cash flows. For 
real estate loans, collateral generally consists of commercial real estate, but in the case of commercial and industrial 
loans, it would also consist of accounts receivable, inventory, equipment or other business assets. Commercial and 
industrial loans may also have real estate collateral. 

At the time a real estate-secured loan is deemed impaired, management determines whether an updated valuation of 
the real estate is necessary to assist in determining the extent of an impairment reserve, if any. The decision, whether 
an updated appraisal is required, takes into consideration the age of the most recent appraisal, the loan-to-value ratio 
based on the original certified appraisal, the Company's recent experience and knowledge of market conditions, 
recent list prices or broker opinions, the condition of the property, and environmental factors. If market conditions 
have changed significantly from the date of the most recent appraisal, an updated appraisal will be obtained. The "as 
is value" provided in the appraisal is often used as the fair value of the collateral in determining impairment, unless 
circumstances, such as subsequent improvements, approvals, or other circumstances dictate that another value 
provided by the appraiser is more appropriate. 

Generally, impaired loans secured by real estate were measured at fair value using certified real estate appraisals that 
had been completed within the last year. Appraised values are further discounted for estimated costs to sell the 
property and other selling considerations to arrive at the properties' fair value. 

Collateral on certain impaired loans is not limited to real estate, and may include accounts receivable, inventory, 
equipment or other business assets. Estimated fair values are determined based on borrowers' financial statements, 
inventory ledgers, accounts receivable agings or appraisals from individuals with knowledge in the business. Stated 
balances are generally discounted for the age of the financial information or the quality of the assets. In determining 
fair value, liquidation discounts are applied to this collateral based on existing loan evaluation policies. 
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4. LOANS AND ALLOWANCE FOR CREDIT LOSSES (cont.) 

The Company distinguishes Substandard loans on both an impaired and non-impaired basis, as it places less 
emphasis on a loan's classification, and increased reliance on whether the loan was performing in accordance with 
the contractual terms. "Substandard" classification does not automatically meet the definition of"impaired". A 
substandard credit is one that is inadequately protected by current sound worth, paying capacity of the obligor or the 
collateral pledged, if any. Extensions of credit so classified have well-defined weaknesses which may jeopardize the 
liquidation of the debt. They are characterized by the distinct possibility that the Bank will sustain some loss if the 
deficiencies are not corrected. Loss potential, while existing in the aggregate amount of substandard credits, does not 
have to exist in individual extensions of credit classified substandard. The Company evaluates certain accruing 
commercial real estate, acquisition and development and commercial and industrial loans rated "substandard" 
collectively as opposed to evaluating these loans individually as impaired. Although these loans have well defined 
weaknesses and meet the definition of"substandard", they are generally performing and management has concluded 
that it is likely it will be able to collect the scheduled payments of principal and interest when due according to the 
contractual terms of the loan agreement. 

The following table presents information relating to impaired loans as of December 31: 

2014 Construction Residential Commercial Commercial 
and land real estate - real estate - and 

development mortgage mortgage industrial Consumer Total 

Recorded investment at year end: 

With specific reserve $ $ 3,421,081 $ 1,418,669 $ 328,901 $ 1,278 $ 5,169,929 

With no specific reserve 2,220,281 2,487,030 590,264 3,866 5,301,441 

Total $ $ 5,641,362 $ 3,905,699 $ 919,165 $ 5,144 $ 10,471,370 

Allowance for credit losses relating 

to all impaired loans $ $ 483,191 $ 269,843 $ 205,829 $ 505 $ 959,368 

Average recorded investment $ $ 5,789,361 $ 7,268,721 $ 1,260,056 $ 11,217 $ 14,329,355 

Interest income recognized for time 

that loans were impaired $ $ 167,793 $ 323,173 $ 44,607 $ 825 $ 536,398 

2013 Construction Residential Commercial 

and land real estate - real estate - Commercial 

development mortg~ge mortg~ge and industrial Consumer Total 

Recorded investment at year end: 

With specific reserve $ $ 4,053,412 $ 3,741,597 $ 713,346 $ 11,594 $ 8,519,949 

With no specific reserve 1,312,356 3,682,574 577,462 9,688 5,582,080 

Total $ $ 5,365,768 $ 7,424,171 $ 1,290,808 $ 21,282 $ 14,102,029 

Allowance for credit losses relating 

to all impaired loans $ $ 604,052 $ 425,326 $ 369,878 $ 721 $ 1,399,977 

Average recorded investment $ $ 6,306,455 $ 7,820,130 $ 1,443,597 $ 27,204 $ 15,597,386 

Interest income recognized for time 

that loans were impaired $ $ 130,898 $ 346,352 $ 41,766 $ 2,203 $ 521,219 
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4. LOANS AND ALLOWANCE FOR CREDIT LOSSES (cont.) 

The following presents impaired loans that are troubled debt restructurings as of December 31: 

2014 2013 

Recorded Recorded 

Number In~s tment at Number Investment 
of Loans Year-End of Loans at Year-End 

Accruing 

Construction and land development $ $ 
Residential real estate - mortg~~ge 22 2,869,114 18 2,223,493 
Commercial real estate - mortg~~ge 11 3,433,427 12 5,871,794 
Commercial and industrial 4 592,400 529,009 
Consumer 2 5,144 4 17,081 

Total 39 $ 6,900,085 35 $ 8,641,377 

Nonaccruing 

Construction and land development $ $ 
Residential real estate - mortgage 10 1,220,487 10 1,319,543 
Commercial real estate - mortgage 836,726 
Commercial and industrial 241,041 7 619,223 
Consumer 

Total 11 $ 1,461,528 18 $ 2,775,492 

Management further monitors the performance and credit quality of the loan portfolio by analyzing the length of 
time a portfolio is past due, by aggregating loans based on its delinquencies. The following table presents the loan 
portfolio summarized by aging categories of performing loans and nonaccrualloans as of December 31: 

2014 

Days Past Due 

90+ Total Non- Total 
Current 30-59 60-89 (still accruing) Past Due Accrual Loans 

Construction and land development $ 10,202,537 $ 175,878 $ $ $ 175,878 $ $ 10,378,415 
Residential real estate- mortgage 85,601,921 184,071 807,353 991,424 2,360,125 88,953,470 
Commercial real estate- mortgage 120,360,006 120,360,006 
Commercial and industrial 8,705,485 81,532 81,532 241,041 9,028,058 
Consumer 3,004,920 24,499 1,278 25,777 3,030,697 

Total $227,874,869 $ 384,448 $ 890,163 $ $ 1,274,611 $ 2,601,166 $231,750,646 

2013 

Days Past Due 
90+ Total Non· Total 

Current 30-59 60-89 (still accruing) Past Due Accrual Loans 

Construction and land development 6,857,887 $ 6,857,887 
Residential real estate - mortg;>ge 86,567,960 548,891 751,684 1,300,575 2,191,833 90,060,368 
Commercial real estate- mortg;>ge 91,262,861 328,841 328,841 836,726 92,428,428 
Commercial and industrial 20,431,103 400,307 400,307 619,222 21,450,632 
Consumer 3,829,952 31,299 31,299 4,153 3,865,404 

Total $ 208,949,763 1,309,338 751,684 2,061,022 3,651,934 $214,662,719 
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4. LOANS AND ALLOWANCE FOR CREDIT LOSSES (cont.) 

An analysis of the allowance for credit losses for each of the past three years is presented in the following table: 

2014 2013 2012 

Allowance balance, beginning $ 3,464,811 $ 3,618,367 $ 4,322,086 
Recoveries: 

Construction and land development 149,512 
Residential real estate - mortg;~ge 8,610 4,727 60 
Commercial real estate - mortgage 500 
Commercial and industrial 15,347 12,263 31,622 
Consumer 15,668 15,357 23,854 

Total gross recoveries 189,637 32,347 55,536 
Charge-offs: 

Construction and land development (351,425) 
Residential real estate - mortgage (85,282) (218,566) (460,196) 
Commercial real estate - mortgage (101,740) (165,388) 
Commercial and industrial (76,163) (106,309) (490,063) 
Consumer (14,368) (6,028) (23,183) 

Total gross charge-offs (277,553) (330,903) (1,490,255) 
Net charge-offs (87,916) (298,556) (1,434,719) 
Provision for credit losses 110,000 145,000 731,000 
Allowance balance, ending $ 3,486,895 $ 3,464,811 $ 3,618,367 

5. PREMISES AND EQUIPMENT 

A summary of premises and equipment at December 31 is presented in the accompanying table: 

2014 2013 

Land and land improvements $ 2,658,196 $ 2,658,196 

Buildings and improvements 7,153,481 7,094,118 

Furniture, fixtures and equipment 4,702,838 4,429,327 

14,514,515 14,181,641 

Less: Accumulated depreciation and amortization 6,427,124 6,022,400 

Premises and equipment, net $ 8,087,391 $ 8,159,241 

The Company conducts a portion of its banking operations from two leased facilities. In addition, both leases 
include provisions for additional payments to cover taxes, insurance and maintenance. Rent expense was $239,351, 
$233,794 and $231,534 for 2014,2013 and 2012, respectively. 

Future minimum rental commitments under noncancellable leases are as follows: 

2015 
2016 
2017 
2018 
2019 
Thereafter 

Total 
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$ 209,547 
213,366 
217,338 
221,469 
160,972 

1,399,205 

$ 2,421,897 



6. DEPOSITS 

Deposits are summarized as follows at December 31: 

2014 2013 

Non interest-bearing demand deposits $ 60,066,858 $ 52,381,910 

Interest-bearing deposits: 

Demand 16,805,372 17,471,245 

Passbook and statement savings 38,384,999 36,817,011 

Money market savings 49,781,689 50,184,811 

Time deposits: 

$100,000 or more 32,298,964 33,800,076 

Less than $100,000 42,726,585 54,810,096 

Total interest bearing deposits 179~97 ,609 193,083,239 

Total deposits $240,064,467 $ 245,465,149 

Time deposit maturities for the Company at December 31 are as follows: 

2014 2013 
0/o of %of 

Amount Total Amount Total 

6 months and less $ 14,649,581 20% $ 12,567,166 14% 

7 months to 12 months 23,504,209 31% 23,816,315 27% 

13 months to 24 months 14,807,502 20% 27,945,370 31% 

25 months to 36 months 10,065,661 13% 14,748,195 17% 

37 months to 48 months 4,032,864 5% 5,459,072 6% 

Over 48 months 7,965,732 11% 4,074,054 5% 

Total time deposits $ 75,025,549 100% $ 88,610,172 100% 

7. SHORT-TERM DEBT 

Information relating to short-term debt is as follows for the years ended December 31: 

2014 2013 

Amount Rate Amount Rate 
At Year-End: 

Retail repurchase agreements $ 680,154 0.10% $ 631,853 0.25% 

Other short-term debt 16,000,000 0.23% 9,000,000 0.29% 
$16,680,154 $ 9,631,853 

Average for the Year: 
Retail repurchase agreements $ 573,555 0.18% $ 509,596 0.25% 

Other short-term debt 15,650,780 0.24% 143,904 0.42% 

Maximum Month-End Balance: 
Retail repurchase agreements $ 680,154 0.10% $ 631,853 0.25% 

Other short-term debt 21,000,000 0.22% 9,000,000 0.29% 
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7. SHORT-TERM DEBT (cont.) 

Repurchase agreements are bank-owned securities sold to a customer with the agreement that the same securities 
will be repurchased at a predetermined price. This agreement becomes an outstanding obligation and is considered a 
form of debt or borrowing. The product is offered only to commercial customers who meet certain criteria and are a 
relatively low-cost funding source for the Company. The Company pledged U.S. government agency securities, 
based upon their market values of $1,006,000 as collateral for the principal and accrued interest of its repurchase 
agreements as of December 31, 2014. 

Other short-term debt includes federal funds purchased, which is overnight, unsecured debt from other banks with 
interest rates that change daily. At various times the Company borrows federal funds due to fluctuations in loan 
demand and deposit balances. The Company had federal funds lines with correspondent banks totaling $2,000,000 
with no balance outstanding at year-end 2014 or 2013. 

The Company is also a member of the Federal Home Loan Bank of Atlanta (the "FHLB") and has credit availability 
under which it may borrow up to $33,919,000 at interest rates based upon current market conditions. This facility is 
secured by one- to four-family residential mortgage loans held in the Company's portfolio. There was $16,000,000 
and $5,000,000 outstanding at December 31, 2014 and 2013, respectively. 

The Company also had secured lines of credit available with correspondent banks of $9,500,000 with no balance 
outstanding at December 31, 2014 and $4,000,000 outstanding at December 31, 2013. 

8. LONG-TERM DEBT 

At December 31, the Company had long-term debt outstanding as follows: 

2014 2013 

6.39% fixed rate junior subordinated debentures, 
issued June 2005, maturing June 2035 $ 5,000,000 $ 5,000,000 

8.00% fixed rate junior subordinated debentures, 
issued 2010, maturing June 2020 5,500,000 5,500,000 

$ 10,500,000 $ 10,500,000 

On June 23,2005, New Windsor Capital Trust I (the "Trust I"), a Delaware business trust formed, funded and 
wholly owned by the Company, issued $5,000,000 of6.39% fixed rate capital securities to institutional investors in 
a private pooled transaction. The proceeds were transferred to the Company as junior subordinated debt ("2035 
junior subordinated debentures") under the same terms and conditions. The Company then contributed the full 
amount to the Bank in the form of Tier I capital. The Company has, through various contractual arrangements, fully 
and unconditionally guaranteed all of Trust I's obligations with respect to the capital securities. 

Under applicable regulatory guidelines, a portion of the capital securities qualify as Tier I capital, and the remaining 
portion will qualify as Tier II capital. Under applicable regulatory guidelines, $4,786,000 of the outstanding capital 
securities qualify as Tier I capital and $214,000 of the capital securities qualify as Tier II capital at December 31, 
2014. 

The 2035 junior subordinated debentures are the sole assets of the Trust I and carry a fixed rate of 6.39%. Both the 
capital securities of the Trust I and the junior subordinated debentures are scheduled to mature on June 23, 2035, 
unless called by the Company at 100% ofthe principal amount. 

Commencing June 1, 2010, the Company offered $5,500,000 of 8.00% fixed rate junior subordinated debentures 
("2020 junior subordinated debentures") in a private placement offering. The Company completed the issuance on 
December 29,2010 and contributed the majority of the proceeds to the Bank in the form of Tier I capital. 

Under applicable regulatory guidelines, the 2020 junior subordinated debentures qualify as Tier II capital but a 
portion (20%) will be excluded each year starting in 2015, the fifth year prior to the maturity date. 

The 2020 junior subordinated debentures are scheduled to mature on June 1, 2020, unless called by the Company at 
1 00% of the principal amount not earlier than June 1, 2015. 
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9. INCOME TAXES 

At December 31, income taxes were comprised of the following: 

2014 2013 2012 
Current: 

Federal $ 676,236 $ 243,315 $ (441,970) 
State 208,423 93,393 (57,619) 

Total current expense (benefit) 884,659 336,708 (499,589) 
Deferred: 

Federal (72,008) 53,294 690,840 
State (17 ,302~ 15,974 157,693 

Total deferred (89,310) 69,268 848,533 
Total income tax expense $ 795,349 $ 405,976 $ 348,944 

Temporary differences between the amounts reported in the financial statements and the tax bases of assets and 
liabilities result in deferred taxes. Deferred tax assets and liabilities, shown as the sum of the appropriate tax effect 
for each significant type of temporary difference, are presented below as of December 31: 

Deferred tax assets: 
Allowance for credit losses 
Unrealized loss on other real estate owned 
Unrealized loss on investment securities -available-for-sale 
Deferred compensation 
Depreciation 
Other 

Gross deferred taxassets 

Deferred tax liabilities: 
Other 

Gross deferred tax liabilities 
Net deferred tax assets 

2014 

$1,010,633 
11,035 
45,014 

117,737 
96,914 

179,712 
1,461,045 

1,458 
1,458 

$1,459,587 

2013 

$ 981,766 

218,242 
96,639 
73,643 

174,672 
1,544,962 

1,458 
1,458 

$ 1,543,504 

Reconciliation between income tax expense (benefit) and taxes computed at the maximum statutory federal rate is as 
follows: 

2014 2013 2012 
Federal statutory income tax rate 34.0 0/o 34.0 % 34.0 % 

Increase (decrease) resulting from: 
Tax-exempt interest income (0.6) (1.3) (1.3) 

State income taxes, net of federal income tax benefit 6.4 7.2 7.7 
Other 0.2 0.4 0.4 

Effective tax rate 40.0 0/o 40.3 % 40.8 % 
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10. RELATED PARTY TRANSACTIONS 

During the ordinary course of business, the Company makes loans to its directors and their associates and several of 
its policy-making officers on substantially the same terms, including interest rates and collateral, as those prevailing 
for comparable transactions with other customers. 

The following schedule summarizes changes in amounts of loans outstanding, both direct and indirect, to these 
persons: 

Balance at January 1 
Additions 
Repayments 
Change in relationship with Company, net 

Balance at December 31 

11. COMMITMENTS AND CONTINGENCIES 

2014 
$ 5,857,242 

1,006,147 
(750,146) 
(311,383) 

$ 5,801,860 

2013 
$ 2,096,115 

1,395,000 
(499,364) 

2,865,491 

$ 5,857,242 

The Company is party to financial instruments with off-balance sheet risk in the normal course of business to meet 
the financing needs of its customers. These financial instruments consist of commitments to extend credit_and 
standby letters of credit. The Company's exposure to credit loss in the event of nonperformance by the other party 
to the financial instrument is represented by the contractual amount of those instruments. The Company uses the 
same credit policies in making commitments as it does for on-balance sheet instruments. 

At December 31, 2014 and 2013, in addition to the undisbursed portion of loans receivable, the Company had 
outstanding loan commitments of$31,550,000 and $30,788,000, respectively. These commitments are normally 
met from deposit growth, loan payments, excess liquidity, or borrowed money. 

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a 
customer to a third party. These guarantees are issued primarily to support construction borrowing arrangements. 
The credit risk involved in issuing letters of credit is essentially the same as that involved in extending loan facilities 
to customers. The Company holds cash or a secured interest in real estate as collateral to support those 
commitments for which collateral is deemed necessary. Standby letters of credit outstanding at December 31, 2014 
and 2013 were $1,962,000 and $2,055,000, respectively. 
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12. EMPLOYEE BENEFIT PLANS 

(a) Profit Sharing Plan 

The Company has a 40l{k) profit sharing plan, which covers substantially all employees with more than 90 
days of service and at least I ,000 hours of service during the plan year. Employer contributions to the plan 
are at the discretion of the Board of Directors. During a portion of2012, the Company discontinued its 
contributions to the plan and then reduced its matching percentage when reinstituted later in the year. Plan 
expense amounted to $57,291, $25,486 and $11,879 for 2014, 2013 and 2012, respectively. 

(b) Stock Incentive Plan (as amended and renamed from Stock Option Plan) 

The Company had a stock incentive plan, which provided for the granting of options to acquire common 
stock to employees and directors. The plan provided for the ability to grant options to purchase up to 
45,000 shares over the ten years following the plan's adoption by the Board in 2002. The exercise price of 
all options granted under the plan were to be at least the fair market value of the common stock as of the 
day of grant. The fair market value of the common stock was determined by the Board, based upon such 
factors as it believed to be relevant. As of the expiration of the plan in 2012, no stock options were 
granted. 

(c) Deferred Compensation Plan 

On January 18, 2005, the Company established a deferred compensation plan. Under this plan, directors 
and certain key employees are allowed to defer their fees to purchase company stock. Up to 26,250 shares 
of stock may be issued under this plan and all shares are held in trust. Each director and employee may 
elect to defer up to 100% of the director fees and qualified bonus, respectively. Upon separation from 
service with the Company, a participant may elect to receive either shares of stock, cash or a combination 
thereof. As of December 31, 2014, 12,219 shares of common stock have been purchased under this plan, of 
which 10,029 were purchased from the Company. 

(d) 2002 Employee Stock Purchase Plan 

On March 12, 2002, the Company established an employee stock purchase plan which provided for the 
issuance of short-term options to all eligible employees, which had to be exercised, if at all, before the end 
of February of the calendar year following the year in which the option was granted. The number of shares 
that an employee was able to purchase was based upon a percentage of the employee's salary for the prior 
year, as determined by the Board of Directors. 15,000 shares of common stock were reserved for the plan 
for a period often years from inception. No options were granted to employees during 2012. During 2011, 
5,802 options to purchase common stock were granted to employees. These options had an exercise price 
reflecting a 15% discount to the market price at date of grant. However, compensation expense related to 
the discount was not recognized because substantially all employees that met limited employment 
qualifications could participate in the plan on an equitable basis. The plan incorporated no option features 
since the purchase price was based solely on the market price of the shares at the date of purchase, and 
employees were permitted to cancel participation before the purchase date and obtain a refund of amounts 
previously paid and the discount from the market price did not exceed the per-share amount of share 
issuance costs that would have been incurred to raise a significant amount of capital by a public offering. 

During 2012, no options were exercised. There were no options outstanding as ofDecember 31,2012. 
Under ASC Topic 718 "Stock Compensation", the fair value of options granted to employees must be 
recorded in the financial statements. The Company has determined that the fair value of the options 
granted under this plan was not material to the 2012 or 2011 consolidated financial statements. 

The plan expired in 2012. 
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12. EMPLOYEE BENEFIT PLANS (cont.) 

(e) 2012 Employee Stock Purchase Plan 

On April 17,2012, the Company's shareholders approved a proposal to adopt the 2012 Employee Stock 
Purchase Plan. The purpose of the plan is to provide employees of the Company with an additional 
employee benefit by providing them an opportunity to acquire a proprietary interest in the Company 
through the purchase of shares of the Company's common stock. The plan is intended to qualify as an 
"Employee Stock Purchase Plan" under Section 423 of the Code. The plan will purchase shares of the 
Company's common stock for participants either directly from the Company (either from its authorized and 
unissued shares of common stock or its issued but not outstanding shares of common stock), in the open 
market, or in privately negotiated transactions. The maximum number of shares of common stock that the 
plan may purchase directly from the Company will be 26,250. The plan can continue in effect for a term 
often years. 

An employee electing to participate in the plan may do so by authorizing deductions to be taken from his or 
her paycheck during an offering period up to a maximum often percent (10%) of his or her compensation. 
The plan is broken down into four periods called "offering periods" starting on January 1st, April 1st, July 
1st and October 1st. The amount accumulated for each employee through payroll deduction during an 
offering period will be used to purchase shares of the Company's common stock at the end of the offering 
period. In determining the price of the shares sold, the Compensation Committee determines the fair 
market value of the Company's shares using a method allowed by the Internal Revenue Code. The 
Committee may, but is not required to, offer the shares at a discount not to exceed fifteen percent ( 15% ). 
No employee may purchase more than $25,000 worth of the Company's common stock under the plan 
during any one calendar year. The Company's board of directors may at any time amend or terminate the 
plan, except that no amendment may be made without the approval of the shareholders, if such amendment 
would (1) increase the maximum number of common stock that may be issued under the plan, or (2) amend 
the requirements as to the class of employees eligible to purchase stock under the plan. 

During 2014 and 2013, the plan purchased 296 and 440 shares, respectively, of the Company's stock. No 
shares were purchased from the Company. The Company held, as a liability of the Company, funds on 
behalf of employees participating in the plan of $2,024 at December 31, 2014 and $22 at December 31, 
2013. 

13. REGULATORY MATTERS 
The Company and Bank are subject to various regulatory capital requirements administered by the federal banking 
agencies. Failure to meet minimum capital requirements can initiate certain mandatory and possible additional 
discretionary actions by regulators that, if undertaken, could have a direct material effect on the Bank's financial 
statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective action, the Bank 
must meet specific capital guidelines that involve quantitative measures of the Bank's assets, liabilities and certain 
off-balance sheet items as calculated under regulatory accounting practices. The Bank's capital amounts and 
classifications are also subject to qualitative judgments by the regulators about components, risk weightings and 
other factors. 

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain minimum 
amounts and ratios (set forth in the table below) of total and Tier I capital (as defined in the regulations) to risk
weighted assets (as defined) and of Tier 1 capital to average assets (as defined). Management believes, as of 
December 31, 2014 that the Bank meets all capital adequacy requirements to which they are subject. As of 
December 31, 2014, the most recent notification from the FDIC categorized the Bank as well-capitalized under the 
regulatory framework for prompt corrective action. To be categorized as well-capitalized, the Bank must maintain 
minimum total risk-based, Tier 1 risk-based, and Tier 1 leverage ratios as set forth in the table. There are no 
conditions or events since that notification that management believes have changed the Bank's category. 
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13. REGULATORY MATTERS (cont.) 

Regulatory capital amounts and ratios for the Company and the Bank are as follows: 
To be Well-

Minimum Capitalized 
Requirements Under Prompt 

for Capital Corrective 
Actual Adequacy Purposes Action Provision 

Amount Ratio Amount Ratio Amount Ratio 

December31, 2014 

Total capital (to risk-weighted assets): 
Consolidated $27,570,000 12.25% 

New Windsor State Bank 27,888,000 12.37% $18,036,000 8.00% $22,545,000 10.00% 

Tter 1 capital (to risk-weighted assets): 
Consolidated 19,035,000 8.46% 
New Windsor State Bank 25,063,000 11.12% 9,015,000 4.00% 13,523,000 6.00% 

Tter 1 capital (to average assets): 
Consolidated 19,035,000 6.79% 
New Windsor State Bank 25,063,000 8.93% 11,226,000 4.00% 14,033,000 5.00% 

December 31, 2013 
Total capital (to risk-weighted assets): 

Consolidated $26,101,000 12.57% 
New Windsor State Bank 26,390,000 12.69% $16,637,000 8.00% $20,796,000 10.00% 

Tier I capital (to risk-weighted assets): 
Consolidated 17,379,000 8.37% 
New Windsor State Bank 23,779,000 11.43% 8,322,000 4.00% 12,482,000 6.00% 

Tier I capital (to average assets): 
Consolidated 17,379,000 6.30% 
New Windsor State Bank 23,779,000 8.61% 11,047,000 4.00% 13,809,000 5.00% 

Bank and holding company regulations, as well as Maryland law, impose certain restrictions on dividend payments 
by the Bank, as well as restricting extensions of credit and transfers of assets between the Bank and the Ban corp. At 
December 31, 2014, the Bank could have paid dividends of approximately $24,287,000 to its parent company from 
undivided profits and, with the prior consent and approval of the Commissioner of Financial Regulation, from 
surplus in excess of$450,000, after providing for expenses, losses, interest and taxes accrued or due. 

On July 12, 2013, the Bancorp entered into a loan agreement with the Bank to refinance the remaining balances on 
existing loans with the bank. The loan is for $2,300,000 with a maturity date of July I, 2038 and monthly payments 
of principal and interest. The interest rate is fixed for the first ten years at 5.00% and then a floating rate of interest 
equal to prime rate. The note is secured by the mortgage on 222 East Baltimore Street, Taneytown, Maryland, 
which is the Company's Taneytown branch location. 
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