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UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
  

FORM 10-Q  
  

  

For the quarterly period ended September 30, 2008  

OR  
  

For the transition period from              to               
  

LAPORTE BANCORP, INC.  
(Exact name of Registrant as Specified in Its Charter)  

  

  

710 Indiana Avenue  
La Porte, IN 46350  

(219) 362-7511  
(Address, Including Zip Code, and Telephone Number, Including Area Code, of  

Registrant’s Principal Executive Officers)  
  

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities 
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), 
and (2) has been subject to such filing requirements for the past 90 days.    YES  ⌧    NO  �  

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

Large accelerated filer  �    Accelerated filer  �    Non-accelerated filer  �    Smaller reporting company  ⌧  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    YES  �    NO  ⌧

Number of shares of common stock outstanding at November 5, 2008: 4,783,163, par value $0.01  
    

⌧ QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE 
ACT OF 1934 

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

Federal  001-33733  26-1231235
(State or Other Jurisdiction of 

Incorporation or Organization)  
(Commission File Number)

 
(I.R.S. Employer 

Identification Number) 
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
CONSOLIDATED BALANCE SHEETS  

(in thousands, except share and per share data)  
  

See accompanying notes to consolidated financial statements (unaudited)  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS 

   
September 30,

2008   
December 31,

2007  
   (Unaudited)     

ASSETS    

Cash and due from financial institutions   $ 5,623  $ 9,937
Federal funds sold    4,885  —  

         

Cash and cash equivalents    10,508  9,937
Interest-bearing time deposits in other financial institutions    —    100
Securities available for sale    96,003  96,048
Federal Home Loan Bank (FHLB) stock, at cost (restricted)    4,187  4,187
Loans held for sale, at fair value    450  —  
Loans, net of allowance for loan losses of $2,045 at September 30, 2008 (unaudited), $1,797 at 

December 31, 2007    214,051  220,497
Mortgage servicing rights    388  412
Other real estate owned    407  454
Premises and equipment, net    11,773  10,911
Goodwill    8,431  8,431
Other intangible assets    1,370  1,708
Bank owned life insurance    9,360   9,073 
Accrued interest receivable and other assets    5,277  5,502

    
 

   
 

Total assets   $ 362,205  $ 367,260
    

 

   

 

LIABILITIES AND SHAREHOLDERS’ EQUITY    

Deposits    

Non-interest bearing   $ 26,847  $ 28,148
Interest bearing    212,293  218,123

    
 

   
 

Total deposits    239,140  246,271
Federal Home Loan Bank advances    68,798  66,516
Subordinated debentures    5,155  5,155
Accrued interest payable and other liabilities    3,391  2,613

    
 

   
 

Total liabilities    316,484  320,555

Shareholders’ equity    

Preferred stock, no par value; 1,000,000 shares authorized; none issued    —    —  
Common stock, $0.01 par value; 19,000,000 shares authorized; 4,783,163 shares issued and 

outstanding at September 30, 2008 and December 31, 2007    48   48 
Additional paid-in capital    21,245  21,266
Surplus    770  770
Retained earnings    26,025  26,563
Accumulated other comprehensive loss net of tax of $(369) at September 30, 2008 

(unaudited) and $(115) at December 31, 2007    (716) (224)
Unearned Employee Stock Ownership Plan (ESOP) shares    (1,651) (1,718)

    
 

   
 

Total shareholders’ equity    45,721  46,705
    

 
   

 

Total liabilities and shareholders’ equity   $ 362,205  $ 367,260
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PART I – FINANCIAL INFORMATION 

  
LAPORTE BANCORP, INC.  

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME (Unaudited)  
(in thousands, except per share data)  

  

See accompanying notes to consolidated financial statements (unaudited)  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

 
 

Three Months Ended 
September 30,   

Nine Months Ended 
September 30,

 2008   2007   2008  2007

Interest and dividend income      

Loans, including fees   $ 3,552  $ 2,376  $10,882  $ 7,121
Taxable securities   1,168   957   3,451  2,762
Tax exempt securities   50   89   163  298
FHLB stock   55   30   159  93
Other interest income   9   26   73  111

                 

Total interest and dividend income   4,834   3,478   14,728  10,385
Interest expense      

Deposits   1,385   1,299   4,623  3,921
Federal Home Loan Bank advances   799   566   2,383  1,637
Federal funds purchased   —     3   4  14
Subordinated debentures  76   —     247 —  

    
 

   
 

   
 

   
 

Total interest expense   2,260   1,868   7,257  5,572
                 

Net interest income    2,574   1,610   7,471   4,813 
Provision for loan losses   374   3   466  9

    
 

   
 

   
 

   
 

Net interest income after provision for loan losses   2,200   1,607   7,005  4,804
Noninterest income    

Service charges on deposits    247   161   665   515 
ATM and debit card fees   75   54   217  153
Brokerage fees   29   54   124  161
Trust fees   39   44   118  132
Earnings on life insurance, net   99   63   287  183
Net gains on mortgage banking activities   82   47   259  142
Loan servicing fees, net  21   21   55 72
Net gains (losses) on securities    (3)  —     262   892 
Other than temporary impairment on investment securities   (1,490)  —     (1,652) —  
Other income   140   113   216  208

    
 

   
 

   
 

   
 

Total noninterest income   (761)  557   551  2,458
Noninterest expense    

Salaries and employee benefits    1,326   1,148   4,244   3,419 
Occupancy and equipment   471   400   1,422  1,068
Data processing   100   154   287  372
Advertising   38   35   151  84
Bank examination fees   164   108   435  272
Amortization of intangibles   105   —     338  —  
Other expenses  384   272   1,140 747

    
 

   
 

   
 

   
 

Total noninterest expense   2,588   2,117   8,017  5,962
                 

Income (loss) before income taxes    (1,149)  47   (461)  1,300 
Income tax expense (benefit)   (98)  (33)  22  306

    
 

   
 

   
 

   
 

Net income (loss)   $ (1,051) $ 80  $ (483) $ 994
    

 

   

 

   

 

   

 

Other comprehensive income (loss), net of tax      

Unrealized gain (loss) on securities available for sale   $ 654  $ 932  $ (746) $ (742)
Income tax effect   (222)  (316)  254  253

                 

Other comprehensive income (loss)   432   616   (492) (489)
    

 
   

 
   

 
   

 

Comprehensive income (loss)   $ (619) $ 696  $ (975) $ 505
    

 

   

 

   

 

   

 

Basic and diluted earnings (loss) per share   $ (0.23)  N/A  $ (0.10) N/A
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PART I – FINANCIAL INFORMATION 

  
LAPORTE BANCORP, INC.  

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (Unaudited)  
Nine months ended September 30, 2008 and 2007  

(in thousands, except share data)  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

   
Common

Stock   

Additional
Paid-In
Capital   Surplus  

Retained
Earnings   

Accumulated 
Other 

Comprehensive
Income (Loss), 

Net of Tax   

Unearned
ESOP 
Shares   Total  

Balances – January 1, 2007   $ —    $ —   $ 770  $25,846  $ (230) $ —    $26,386

Comprehensive income:      
Net income    —     —     —     994   —     —     994 
Other comprehensive income (loss):           

Net change in unrealized gain (loss) on 
securities available for sale, net of 
reclassification adjustments and tax 
effects    —    —   —    —   (489)  —    (489)

                             

Total comprehensive income           505
            

 

Balances – September 30, 2007   $ —    $ —   $ 770  $26,840  $ (719) $ —    $26,891
        

 

       

 

   

 

   

 

   

 

Balances – January 1, 2008   $ 48  $ 21,266  $ 770  $26,563  $ (224) $(1,718) $46,705

Comprehensive income (loss):           

Net income (loss)    —    —   —    (483) —     —    (483)
Other comprehensive income (loss):      

Net change in unrealized gain (loss) on 
securities available for sale, net of 
reclassification adjustments and tax 
effects    —    —   —    —   (492)  —    (492)

             

Total comprehensive income (loss)            (975)

Cumulative effect of adoption of EITF 06-4    —    —   —    (55) —     —    (55)

ESOP shares earned, 6,784 shares    —    (21) —    —   —     67  46
        

 
       

 
   

 
   

 
   

 

Balances – September 30, 2008   $ 48  $ 21,245 $ 770  $26,025 $ (716) $(1,651) $45,721
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PART I – FINANCIAL INFORMATION 

  
LAPORTE BANCORP, INC.  

CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)  
(in thousands)  

  

See accompanying notes to consolidated financial statements (unaudited)  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

 
  

Nine Months Ended 
September 30,

  2008   2007

Cash flows from operating activities    

Net income (loss)   $ (483) $ 994
Adjustments to reconcile net income (loss) to net cash from operating activities:    

Depreciation    584  511
Provision for loan losses    466  9
Net gains on securities    (262) (892)
Other than temporary impairment on investment securities    1,652  —  
Net gains on sales of loans    (215)  (111)
Originations of loans held for sale    (17,346) (9,014)
Proceeds from sales of loans held for sale    17,111  8,330
Recognition of mortgage servicing rights    (30) (31)
Amortization of mortgage servicing rights    54  46
Net gains on sales of other real estate owned    (68) (67)
Earnings on life insurance, net    (287) (183)
Amortization of intangible assets    338   —   
ESOP compensation expense    46  —  
Change in assets and liabilities:    

Accrued interest receivable and other assets    424  (1,660)
Accrued interest payable and other liabilities    778  744

         

Net cash from operating activities    2,762   (1,324)
Cash flows from investing activities    

Net change in loans    5,222  5,165
Proceeds from sales of other real estate owned    873  520
Proceeds from call of interest-bearing time deposit in other financial institutions    100  —  
Proceeds from maturities, calls and principal repayments of securities available for sale    17,115  14,136
Proceeds from sales of securities available for sale    24,098  3,226
Purchases of securities available for sale    (43,304)  (16,859)
Premises and equipment expenditures, net    (1,446) (206)

    
 

   
 

Net cash from investing activities    2,658  5,982
Cash flows from financing activities    

Net change in deposits    (7,131)  (17,554)
Proceeds from FHLB advances    58,565  7,000
Repayment of FHLB advances    (56,283) (7,000)

    
 

   
 

Net cash from financing activities    (4,849) (17,554)
    

 
   

 

Net change in cash and cash equivalents    571  (12,896)
Cash and cash equivalents at beginning of period    9,937  21,047

         

Cash and cash equivalents at end of period   $ 10,508  $ 8,151 
    

 

   

 

Supplemental cash flow information:    
Cash paid during the period for:    

Interest paid   $ 7,440  $ 5,587
Income taxes paid    —    610

Supplemental noncash disclosures:    

Transfers from loans receivable to other real estate owned   $ 758  $ —  
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PART I – FINANCIAL INFORMATION 

  
LAPORTE BANCORP, INC.  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  
(in thousands, except share and per share data)  

NOTE 1 – BASIS OF PRESENTATION AND CONSOLIDATION  
The unaudited consolidated financial statements included herein include the accounts of LaPorte Bancorp, Inc. (“the Bancorp”), its 
wholly owned subsidiary, The LaPorte Savings Bank (“the Bank”) and the Bank’s wholly owned subsidiary, LPSB Investments 
LTD., Cayman (“LPSB Ltd.”) together referred to as “the Company”. The Bancorp was formed on October 12, 2007 and acquired 
City Savings Financial Corporation and its subsidiary, City Savings Bank, which were merged into the Bancorp and the Bank. LPSB 
Ltd. began operations in 2002 when the Bank received approval from the Federal Deposit Insurance Corporation to form the 
subsidiary in the Cayman Islands. LPSB Ltd. held and managed a portion of the Bank’s investment portfolio until July 30, 2008 when 
the securities were transferred to the Bank as LPSB Ltd. is in the process of being dissolved. Intercompany transactions and balances 
are eliminated in consolidation. The unaudited consolidated financial statements included herein have been prepared by management 
in accordance with accounting principles generally accepted in the United States of America for interim financial statements and 
Article 10 of Regulation S-X of the Securities and Exchange Commission. In the opinion of management, the unaudited consolidated 
financial statements contain all material adjustments (consisting of normal recurring accruals) and disclosures which are necessary in 
the opinion of management to make the financial statements not misleading and for a fair presentation of the financial position and 
results of operations for the interim periods presented herein.  

Certain information and footnote disclosures normally included in consolidated financial statements prepared in accordance with 
accounting principles generally accepted in the United States of America have been condensed or omitted pursuant to the rules and 
regulations of the Securities and Exchange Commission. Accordingly, the interim consolidated financial statements included herein 
should be read in conjunction with the audited consolidated financial statements for the year ended December 31, 2007 included in 
the Form 10-K Annual Report of LaPorte Bancorp, Inc. for the fiscal year ended December 31, 2007.  

With operating results being so closely related to and responsive to changes in economic conditions, the results for the nine-month 
period ended September 30, 2008 may not necessarily indicate the results to be expected for the full year ending December 31, 2008. 
  

7 

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 2 – RECENT ACCOUNTING PRONOUNCEMENTS  
Adoption of New Accounting Standards:  

In September 2006, the Financial Accounting Standards Board (FASB) issued Statement No. 157, Fair Value Measurements (FAS 
No. 157). This Statement defines fair value, establishes a framework for measuring fair value and expands disclosures about fair value 
measurements. This Statement establishes a fair value hierarchy about the assumptions used to measure fair value and clarifies 
assumptions about risk and the effect of a restriction on the sale or use of an asset. The standard is effective for fiscal years beginning 
after November 15, 2007. In February 2008, the FASB issued Staff Position (FSP) 157-2, Effective Date of FASB Statement No. 157. 
This FSP delays the effective date of FAS No. 157 for all nonfinancial assets and nonfinancial liabilities, except those that are 
recognized or disclosed at fair value on a recurring basis (at least annually) to fiscal years beginning after November 15, 2008, and 
interim periods within those fiscal years. On October 10, 2008 the FASB issued FSP 157-3, Determining the Fair Value of a 
Financial Asset When the Market for that Asset Is Not Active, which provides an example that illustrates key considerations in 
determining the fair value of a financial asset when the market for that asset is not active. The FSP does not change existing generally 
accepted accounting principles. The FSP provides clarification for how to consider various inputs in determining fair value under 
current market conditions consistent with the principles of FAS 157. The FSP includes only one example, as the FASB emphasized 
the need to apply reasonable judgment to each specific fact pattern. Several additional concepts addressed in the FSP include 
distressed sales; the use of 3rd party pricing information, the use of internal assumptions and the relevance of observable data, among 
others. The FSP was effective upon issuance, including prior periods for which financial statements have not yet been issued. 
Therefore, it first applies to September 30, 2008 interim and annual financial statements. The impact of adoption was not material to 
the Company’s consolidated financial condition or results of operations.  

In February 2007, the FASB issued Statement No. 159, The Fair Value Option for Financial Assets and Financial Liabilities. The 
standard provides companies with an option to report selected financial assets and liabilities at fair value and establishes presentation 
and disclosure requirements designed to facilitate comparisons between companies that choose different measurement attributes for 
similar types of assets and liabilities. The Company elected the fair value option prospectively on January 1, 2008 for loans held for 
sale and residential mortgage loan commitment derivatives. The Company did not elect the fair value option for any other financial 
assets or financial liabilities as of January 1, 2008, the effective date of the new standard.  

In September 2006, the FASB Emerging Issues Task Force finalized Issue No. 06-4, Accounting for Deferred Compensation and 
Postretirement Benefit Aspects of Endorsement Split-Dollar Life Insurance Arrangements. This issue requires that a liability be 
recorded during the service period when a split-dollar life insurance agreement continues after participants’ employment or 
retirement. The required accrued liability is based on either the post-employment benefit cost for the continuing life insurance or 
based on the future death benefit depending on the contractual terms of the underlying agreement. The issue is effective for fiscal 
years beginning after December 15, 2007. The impact of the adoption of this standard on January 1, 2008, resulted in a $55,000 
decrease to deferred tax assets and retained earnings.  
  

8 

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 2 – RECENT ACCOUNTING PRONOUNCEMENTS - continued  
  
In November 2007, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 109 (SAB No. 109), Written Loan 
Commitments Recorded at Fair Value through Earnings superseding SAB No. 105, Application of Accounting Principles to Loan 
Commitments, which stated that in measuring the fair value of a derivative loan commitment, a company should not incorporate the 
expected net future cash flows related to the associated servicing of the loan. SAB No. 109 supersedes SAB No. 105 and indicates 
that the expected net future cash flows related to the associated servicing of the loan should be included in measuring fair value for all 
written loan commitments that are accounted for at fair value through earnings. SAB No. 105 also indicated that internally-developed 
intangible assets should not be recorded as part of the fair value of a derivative loan commitment, and SAB No. 109 retains that view. 
SAB No. 109 is effective for derivative loan commitments issued or modified in fiscal quarters beginning after December 15, 2007. 
The adoption of this standard on January 1, 2008, did not have a material effect on the Company’s consolidated financial condition or 
results of operations.  

On March 19, 2008, the FASB issued Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities – an 
Amendment of FASB Statement 133. Statement 161 enhances required disclosures regarding derivatives and hedging activities, 
including enhanced disclosures regarding how: (a) an entity uses derivative instruments; (b) derivative instruments and related hedged 
items are accounted for under FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities; and 
(c) derivative instruments and related hedged items affect an entity’s financial position, financial performance, and cash flows. 
Statement 161 is effective for fiscal years and interim periods beginning after November 15, 2008. Management does not anticipate 
this Statement will have a material impact on the Company’s consolidated financial condition or results of operations.  

NOTE 3 – EARNINGS (LOSS) PER SHARE  
Basic earnings (loss) per common share is determined by dividing net earnings (loss) available to common shareholders by the 
weighted average number of common shares outstanding for the period. ESOP shares are considered outstanding for this calculation 
unless unearned. Diluted earnings (loss) per common share is determined by dividing net earnings (loss) available to common 
shareholders by the weighted average number of common shares outstanding for the period, adjusted for the dilutive effect of 
common share equivalents (-0- for the three months and nine months ended September 30, 2008 and 2007). Diluted earnings (loss) 
per common share is equal to basic earnings (loss) per common share for the periods ended September 30, 2008, as there were no 
potentially dilutive common shares for the three and nine months ended September 30, 2008. There were no common shares 
outstanding prior to October 12, 2007. The factors used in the earnings (loss) per common share computation follow:  
  

  
9 

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

   
Three Months Ended
September 30, 2008   

Nine Months Ended
September 30, 2008  

Basic    

Net income (loss)  $ (1,051) $ (483)
    

 

   

 

Weighted average common shares outstanding   4,783,163   4,783,163
Less: Average unallocated ESOP shares   (166,196)  (168,458)

         

Average shares   4,616,967   4,614,705
    

 

   

 

Basic earnings (loss) per common share   $ (0.23) $ (0.10)
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 4 – SECURITIES AVAILABLE FOR SALE  
The fair value of available for sale securities and the related gross unrealized gains and losses recognized in accumulated other 
comprehensive income (loss) were as follows:  

September 30, 2008 (Unaudited)  
  

The Company held Freddie Mac preferred stock, for which it recorded other than temporary impairment charges of $1,010 and $1,172 
for the three and nine months ended September 30, 2008. Additionally, in view of the recent bankruptcy filing of Lehman Brothers 
Holdings, the Company recorded an other than temporary impairment charge of $480 for the three and nine months ended 
September 30, 2008, with respect to the Lehman debt securities it owns.  

December 31, 2007  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

  Fair Value  
Unrealized

Gains   
Unrealized

Losses

U.S. Treasury and federal agency   $ 10,450  $ 77  $ (85)
State and municipal   4,707   9  (145)
Mortgage-backed securities   50,766   327  (158)
Government agency sponsored collateralized mortgage obligations   17,769   32  (542)
Privately held collateralized mortgage obligations   6,686   20  (142)
Corporate debt securities   5,555   2  (480)

             

Total debt securities   95,933   467  (1,552)
Equity securities   70   —    —  

             

Total   $ 96,003  $ 467  $ (1,552)
            

 

   Fair Value  
Unrealized

Gains   
Unrealized

Losses  

U.S. Treasury and federal agency   $ 30,001  $ 411  $ (43)
State and municipal  9,272   14  (103)
Mortgage-backed securities    37,529   218   (171)
Government agency sponsored collateralized mortgage obligations   16,288   34  (667)
Privately held collateralized mortgage obligations   1,716   —    (32)

            
 

Total debt securities  94,806   677  (1,016)
Equity securities    1,242   —     —   

            
 

Total   $ 96,048  $ 677  $ (1,016)
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 5 – LOANS  
Loans at September 30, 2008 (Unaudited) and December 31, 2007 were as follows:  
  

Activity in the allowance for loan losses was as follows:  
  

  
11 

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

   
September 30,

2008   
December 31,

2007  
   (Unaudited)     

Commercial   $ 17,070  $ 17,356
Real Estate:    

Residential    87,783  94,476
Commercial    73,417  63,836
Construction    7,628   11,268 

Consumer    30,099  35,272
    

 
   

 

Subtotal    215,997  222,208
Less: Net deferred loan (fees) costs    99  86

Allowance for loan losses    (2,045) (1,797)
    

 
   

 

Loans, net   $ 214,051  $ 220,497
    

 

   

 

   
Three Months Ended 

September 30,   
Nine Months Ended

September 30,  
   2008   2007   2008   2007  
   (Unaudited)   (Unaudited)  

Beginning balance   $ 1,777  $ 1,013  $ 1,797  $ 1,041
Provision for loan losses   374   3   466  9
Loans charged-off   (121)  (35)  (274) (98)
Recoveries   15   18   56  47

                 

Ending balance   $ 2,045  $ 999  $ 2,045  $ 999
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 5 – LOANS - continued  
  
Purchased Loans Subject to SOP 03-3  
The Company purchased loans during 2007, for which there was, at acquisition, evidence of deterioration of credit quality since 
origination and it was probable, at acquisition, that all contractually required payments would not be collected. The carrying amount 
of those loans is as follows:  
  

Accretable yield, or income expected to be collected, is as follows:  
  

For the purchased loans disclosed above, the Company did not increase the allowance for loan losses during 2008 or 2007. No 
allowance for loan losses were reversed during 2008 or 2007.  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

   
September 30,

2008   
December 31,

2007
   (Unaudited)    

Commercial   $ 131  $ 798
Commercial real estate  1,688   1,821
Consumer  22   333
Residential real estate    440   589

        

Outstanding balance   $ 2,281  $ 3,541
        

Carrying amount, net of allowance $0   $ 1,510  $ 1,944
        

 

  
Three Months Ended 

September 30,   
Nine Months Ended

September 30,
  2008   2007   2008   2007
  (Unaudited)   (Unaudited)

Beginning balance   $ 130  $ —    $ 126  $ —  
New loans purchased   —     —     —   —  
Reclassification from non-accretable yield   87   —     252  —  
Accretion of income   (108)   —     (269)  —  

                

Ending balance   $ 109  $ —    $ 109  $ —  
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 6 – FAIR VALUE  
As discussed in Note 2 “Recent Accounting Pronouncements”, effective January 1, 2008, the Company adopted SFAS No. 157, 
which provides a framework for measuring fair value under GAAP.  

The Company also adopted SFAS No. 159, on January 1, 2008. SFAS No. 159 permits entities to choose to measure many financial 
instruments and certain other items at fair value that are not currently required to be measured at fair value. This statement also 
establishes presentation and disclosure requirements designed to facilitate comparisons between entities that choose different 
measurement attributes for similar types of assets and liabilities. The Company elected the fair value option for its loans held for sale 
on a prospective basis effective January 1, 2008, in order to achieve operational simplification. Effective January 1, 2008, the 
Company adopted SAB No. 109 and, accordingly, began to recognize residential mortgage loan commitment derivatives at fair value 
on a prospective basis. Additionally, the Company valued securities available for sale at fair value prior to the adoption of SFAS No. 
157 and SFAS No. 159; therefore, there is no transition adjustment resulting from the adoption of SFAS No. 157 and SFAS No. 159.  

SFAS No. 157 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) 
in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the 
measurement date. SFAS No. 157 establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs 
and minimize the use of unobservable inputs when measuring fair value. The standard describes three levels of inputs that may be 
used to measure fair value:  

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the ability to access as 
of the measurement date.  
Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; 
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable market 
data.  
Level 3: Significant unobservable inputs that reflect a reporting entity’s own assumptions about the assumptions that market 
participants would use in pricing an asset or liability.  

The fair values of securities available for sale are determined by obtaining quoted prices on nationally recognized securities 
exchanges (Level 1 inputs) or matrix pricing, which is a mathematical technique widely used in the industry to value debt securities 
without relying exclusively on quoted prices for the specific securities, but rather by relying on the securities’ relationship to other 
benchmark quoted securities (Level 2 inputs).  

The fair value of loans held for sale and residential mortgage loan commitment derivatives are determined by obtaining quoted prices 
for similar loans and commitments with similar interest rates and maturities from major secondary markets (Level 2 inputs).  

The fair values of impaired loans, which are collateral based, are based on a valuation model which incorporates the most current real 
estate appraisals available for all collateral dependent loans, as well as assumptions used to estimate the fair value of all other non-real 
estate collateral, as defined in the Bank’s internal Loan Policy (Level 2 inputs).  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 6 – FAIR VALUE - continued  
  
Assets Measured on a Recurring Basis  
Assets measured at fair value on a recurring basis are summarized below:  
  

As of September 30, 2008, the difference between the aggregate fair value and the aggregate remaining contractual principal balance 
outstanding for loans held for sale and residential mortgage loan commitment derivatives for which the fair value option has been 
elected was:  
  

For items for which the fair value option has been elected, interest income is recorded within the consolidated statements of income 
and comprehensive income based on the contractual amount of interest income earned on financial assets (none were in nonaccrual 
status).  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

   

September 30,
2008

  
Fair Value Measurements at 

September 30, 2008

   

Quoted Prices in 
Active Markets for

Identical Assets 
(Level 1)   

Significant
Other 

Observable Inputs
(Level 2)

Assets:       

Securities available for sale   $ 96,003  $ 70  $ 95,933
Loans held for sale   450  —     450
Residential mortgage loan commitment derivatives   14  —     14

  
Aggregate 
Fair Value  Difference  

Contractual
Principal

Loans held for sale   $ 450  $ 9  $ 441
Residential mortgage loan commitment derivatives   916   14  902
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 6 – FAIR VALUE - continued  
  
The following table presents the amount of gains and losses from fair value changes included in income before income taxes for 
financial assets carried at fair value for the three and nine months ended September 30, 2008:  
  

Assets Measured on a Non-Recurring Basis  
Assets measured at fair value on a non-recurring basis are summarized below:  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 

 

  
Changes in Fair Values for the three and nine months ended September 30, 2008, 

for the Items Measured at Fair Value Pursuant to Election of the Fair Value Option  

  

Other
Gains and

Losses   
Interest
Income   

Interest 
Expense   

Total Changes
in Fair Values

Included in 
Current Period

Earnings  

Three Months Ended September 30, 2008        

Assets:        

Loans held for sale   $ (3)  $ —    $ —    $ (3)
Residential mortgage loan commitment 

derivatives    6  —    —     6

Nine Months Ended September 30, 2008      
Assets:        

Loans held for sale   $ 9  $ —    $ —    $ 9
Residential mortgage loan commitment 

derivatives    14  —    —     14

 

     
Fair Value Measurements at

September 30, 2008

  
September 30,

2008   

Significant
Other 

Observable Inputs 
(Level 2)

Assets:   
Impaired loans – collateral dependent   $ 633  $ 633
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PART I – FINANCIAL INFORMATION 

LAPORTE BANCORP, INC.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)  

(in thousands, except share and per share data)  
  
NOTE 6 – FAIR VALUE - continued  
  
The following represent impairment charges recognized during the three and nine months ended September 30, 2008 for assets 
measured at fair value:  
Loans held for sale and residential mortgage loan commitment derivatives are carried at fair value. There were no valuation 
allowances at September 30, 2008, as the fair values exceed the contractual principal amounts in the aggregate.  

Impaired loans, which are measured for impairment using the fair value of the collateral for collateral dependent loans, had a carrying 
amount of $1,143 and $893, with a valuation allowance of $510 and $198 at September 30, 2008 and June 30, 2008, respectively, 
resulting in an additional provision for loan losses of $312 and $498 for the three and nine months ended September 30, 2008. These 
additional provisions were included in the provision for loan losses amounts of $374 and $466 for the three and nine months ended 
September 30, 2008.  
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ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS - continued 
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PART I – FINANCIAL INFORMATION 

FORWARD-LOOKING STATEMENTS  

This document (including information incorporated by reference) contains, and future oral and written statements of the Company and 
its management may contain, forward-looking statements, as such term is defined in the Private Securities Litigation Reform Act of 
1995, with respect to the financial condition, results of operations, plans, objectives, future performance and business of the 
Company. Forward-looking statements, which may be based upon beliefs, expectations and assumptions of the Company’s 
management and on information currently available to management, are generally identifiable by the use of words such as “believe,” 
“expect,” “anticipate,” “plan,” “intend,” “estimate,” “may,” “will,” “would,” “could,” “should” or other similar expressions. 
Additionally, all statements in this document, including forward-looking statements, speak only as of the date they are made, and the 
Company undertakes no obligation to update any statement in light of new information or future events.  

The Company’s ability to predict results or the actual effect of future plans or strategies is inherently uncertain. The factors which 
could have a material adverse effect on the operations and future prospects of the Company and certain subsidiaries are detailed in 
“Item 1A – Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2007. In addition to these risk factors, 
there are other factors that may impact any public company, including ours, which could have a material adverse effect on the 
operations and future prospects of the Company and its subsidiaries. These additional factors include, but are not limited to, the 
following:  
  

  

  

  

  

  

  

  

  

  

  

  

  

These risks and uncertainties should be considered in evaluating forward-looking statements and undue reliance should not be placed 
on such statements.  

LaPorte Bancorp, Inc. was not created until October 12, 2007. Accordingly, the historical financial information discussed herein, 
except as specifically indicated, relates to The LaPorte Savings Bank.  
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS 

 •  changes in prevailing real estate values and loan demand both nationally and within our current and future market area; 

 •  increased competitive pressures among financial services companies; 

 •  changes in consumer spending, borrowing and savings habits; 

 •  the amount of premium we are required to pay for FDIC deposit insurance; 

 
•  whether we determine to participate in any of the programs offered under the U.S. Treasury’s Troubled Asset Relief 

Program and whether we are accepted to participate in such programs; 

 •  legislative or regulatory changes that adversely affect our business; 

 •  The LaPorte Savings Bank’s ability to integrate successfully the operations of City Savings Bank following the merger; 

 •  our ability to successfully manage our plan to increase our commercial lending; 

 
•  the financial health of certain entities, including government sponsored enterprises, the securities of which are owned or 

acquired by the Company;  
 •  adverse changes in the securities market;  
 •  the costs, effects and outcomes of existing or future litigation; 

 
•  the economic impact of past and any future terrorist attacks, acts of war or threats thereof and the response of the United 

States to any such threats and attacks;  
 •  the ability of the Company to manage the risks associated with the foregoing factors as well as anticipated risk factors. 
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PART I – FINANCIAL INFORMATION 

  
Comparison of Financial Condition at September 30, 2008 and December 31, 2007  

General: Total assets decreased $5.1 million, or 1.4%, to $362.2 million at September 30, 2008 from $367.3 million at 
December 31, 2007. This decrease was primarily due to a decrease in loans net of allowance for loan losses of $6.4 million or 2.9%, 
partially offset by an increase in cash and cash equivalents of $571,000 or 5.7% and an increase in net premises and equipment of 
$862,000 or 7.9%. The liquidity created from the decrease in loans was offset by the continued decrease in deposits due to the 
competitive pressure on interest rates.  

Investment Securities: There was no material change in the balance of the available for sale investment portfolio at September 30, 
2008 compared to December 31, 2007. During the third quarter ending September 30, 2008, the Company recorded an additional 
other-than-temporary impairment charge of $1.0 million related to the Freddie Mac preferred stock issues it held in the investment 
portfolio at September 30, 2008. These securities are now carried at $70,000, or 3.5% of the original par value. In view of the recent 
bankruptcy filing of Lehman Brothers Holdings, the Company also recorded an other-than-temporary impairment charge of $480,000, 
or 100% of its carrying value, with respect to the Lehman debt securities it owns. At September 30, 2008, the Company held $5.6 
million in corporate debt securities, all of which are considered investment grade securities. The corporate portfolio consisted of the 
following issuers as of September 30, 2008: AT&T Inc., Anheuser-Busch Cos. Inc., Bank of America Corp., First Tennessee Bank, 
Goldman Sachs Group Inc., HSBC Finance Corp., JP Morgan Chase Bank, NA, Protective Life, Verizon Communications Inc., and 
Wells Fargo Co. During the third quarter of 2008, the Company sold and restructured $5.4 million of its securities available for sale in 
order to extend duration in a declining interest rate environment.  

Net Loans: Net loans decreased $6.4 million, or 2.9%, to $214.1 million at September 30, 2008 compared to $220.5 million at 
December 31, 2007. This decrease is primarily due to a decrease in one-to-four family residential loans of $6.7 million, or 7.1%, to 
$87.8 million at September 30, 2008 compared to $94.5 million at December 31, 2007. The Bank has continued to sell the majority of 
its fixed rate one-to-four family residential real estate loans originated, which along with repayment activity accounted for the 
decrease. Residential construction loans decreased $874,000, or 17.3%, to $4.2 million at September 30, 2008 compared to $5.0 
million at December 31, 2007. Consumer and home equity loans, including indirect automobile loans, decreased $5.2 million, or 
14.7%, to $30.1 million at September 30, 2008 compared to $35.3 million at December 31, 2007. This decrease is primarily due to a 
decrease of $3.0 million in indirect consumer automobile loans, attributable to the pricing changes management implemented over the 
last several years in order to decrease our exposure in this type of lending. We expect to see this portfolio continue to decline in the 
future. Home equity loans and lines of credit also decreased $1.5 million in the third quarter, attributable to the lack of demand at this 
time. Management also elected to change the loan to value requirements on home equity loans and lines of credit to a maximum of 
80% from a maximum of 90%, due to the current conditions in the housing market. We anticipate this trend of lower consumer and 
one-to-four-family residential origination volume through the remainder of the year, consistent with the overall economic conditions 
nationwide and in the markets we serve. The decrease in consumer and residential loans was partially offset by an increase in 
commercial real estate loans of $9.6 million, or 15.0%, to $73.4 million at September 30, 2008 compared to $63.8 million at 
December 31, 2007. This increase was partially offset by a decrease in commercial construction loans of $2.8 million, or 44.5%, due 
primarily to the loans converting to permanent financing.  

Total nonperforming loans increased $194,000 at September 30, 2008 compared to December 31, 2007. Nonperforming loans at 
September 30, 2008 totaled $2.3 million, of which $569,000 were loans included for treatment under SOP 03-3 after the acquisition 
of City Savings Financial on October 12, 2007. For further information about the accounting treatment of purchased loans subject to 
SOP 03-3, see Note 5 of the Notes to Consolidated Financial Statements (Unaudited). Total nonperforming loans to total loans were 
1.06% at September 30, 2008 compared to 0.94% at December 31, 2007. Total nonperforming assets to total assets at September 30, 
2008 were 0.74% compared to 0.69% at December 31, 2007. The Bank does not, nor has it ever engaged in subprime lending or 
investment activities, which are defined as mortgage loans to borrowers, who do not qualify for market interest rates because of 
problems with their credit history.  
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS - continued 
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PART I – FINANCIAL INFORMATION 

  
Nonperforming Assets: The table below sets forth the amounts and categories of our nonperforming assets at the dates 

indicated. 
  

For the nine months ending September 30, 2008, contractual gross income of $97,000 would have been recorded on non-
performing loans if those loans had been current. For the year ended December 31, 2007, contractual gross income of $56,000 would 
have been recorded on non-performing loans if those loans had been current.  
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS - continued 

  
September 30,

2008   
December 31,

2007
   (Dollars in thousands)  
Nonaccrual loans:    
Real estate:    

One- to four- family (1)   $ 630  $ 186 
Five or more family    —     —   
Commercial (2)  475   1,061
Construction    —     —   
Land    —     —   

         

Total real estate  $ 1,105  $ 1,247
Consumer and other loans:    

Home equity (3)    423   299 
Commercial    338   50 
Indirect automobile and other    21   28 

    
 

   
 

Total consumer and other loans    782   377 
         

Total nonaccrual loans   $ 1,887  $ 1,624 
         

Troubled debt restructured commercial real estate  $ 393  $ 462
    

 
   

 

Total troubled debt restructured   $ 393  $ 462 

Loans greater than 90 days delinquent and still accruing:    
Real estate:   

One- to four- family   $ —    $ —   
Five or more family    —     —   
Commercial    —     —   
Construction    —     —   
Land    —     —   

    
 

   
 

Total real estate   $ —    $ —   
    

 
   

 

Consumer and other loans:    
Home equity    —     —   
Commercial    —     —   
Indirect automobile and other    —     —   

    
 

   
 

Total consumer and other loans   $ —    $ —   
    

 
   

 

Total nonperforming loans   $ 2,280  $ 2,086 
         

Foreclosed assets:    
One- to four- family   $ 402  $ —   
Five or more family    —     —   
Commercial    —     268 
Construction    —     150 
Land    5   36 
Consumer  —     —  
Business assets    —     —   

         

Total foreclosed assets  $ 407  $ 454
    

 
   

 

Total nonperforming assets   $ 2,687  $ 2,540 
    

 

   

 

Ratios:    
Nonperforming loans to total loans    1.06%  0.94%
Nonperforming assets to total assets    0.74%  0.69%

(1) $346 of the September 30, 2008 nonaccrual one- to four- family loans were included for treatment under SOP 03-3 after the 
acquisition of City Savings Bank. 

(2) $201 of the September 30, 2008 nonaccrual commercial real estate loans were included for treatment under SOP 03-3 after the 
acquisition of City Savings Bank. 

(3) $22 of the September 30, 2008 nonaccrual home equity loans were included for treatment under SOP 03-3 after the acquisition 
of City Savings Bank. 
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PART I – FINANCIAL INFORMATION 

  
Other Real Estate Owned: Other real estate owned decreased $47,000, or 10.4%, to $407,000 at September 30, 2008 compared 

to $454,000 at December 31, 2007.  

Goodwill and Other Intangible Assets: Goodwill and intangible assets were recorded during the fourth quarter of 2007 as a 
result of the acquisition of City Savings Financial. We will assess the carrying value of our goodwill during the fourth quarter of 2008 
in order to determine if it is impaired. In reviewing the carrying value of goodwill, management assesses the recoverability by 
evaluating the fair value of the Company’s community banking segment, which is the Company’s only business segment. In view of 
the recent decline in the market value of thrift institutions generally, there can be no assurance that such testing will not result in the 
elimination of some or all of our goodwill. The Company’s goodwill totaled $8.4 million at September 30, 2008.  

Premises and Equipment: Net premises and equipment increased $862,000, or 7.9%, to $11.8 million at September 30, 2008 
compared to $10.9 million at December 31, 2007, attributable to the completion and opening of our Westville branch.  

Deposits: Total deposits decreased $7.1 million, or 2.9%, to $239.1 million at September 30, 2008 compared to $246.3 million 
at December 31, 2007, primarily in certificates of deposit and IRA’s less than $100,000 and money market accounts. Management 
has continued to decrease the interest rates paid on savings and other interest-bearing deposits during 2008 in response to the overall 
decrease in market rates. Some of our competitors are pricing their deposits more aggressively in order to attract deposits. 
Management has elected to remain competitive, but has not offered what we consider to be excessive rates of interest on deposits 
when compared to other sources of funding, which has contributed to the decrease in deposits. This strategy may be altered if our loan 
demand increases substantially to warrant an increase in the deposit rates we are paying in order to attract more deposits.  

Borrowed Funds: Federal Home Loan Bank of Indianapolis borrowings increased $2.3 million, or 3.4%, to $68.8 million at 
September 30, 2008 compared to $66.5 million at December 31, 2007. Management elected to take out a $5.0 million advance with a 
four year maturity early in September 2008 in anticipation of an advance that is maturing in December of 2008.  

Total Shareholders’ Equity: Total shareholders’ equity decreased $984,000, or 2.1%, to $45.7 million at September 30, 2008 
compared to $46.7 million at December 31, 2007. This decrease reflected a net loss of $(483,000) and an increase in accumulated 
other comprehensive loss, net of tax, of $(492,000), to $(716,000) at September 30, 2008 compared to $(224,000) at December 31, 
2007. This increase is due to increases in the unrealized losses in the investment portfolio at September 30, 2008. The overall 
instability in the financial markets has continued to negatively impact the market pricing on corporate debt securities as well as 
mortgage backed securities and collateralized mortgage obligations that the Company held in its investment portfolio at 
September 30, 2008.  
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS - continued 
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Comparison of Operating Results for Three Month Period Ended September 30, 2008 and September 30, 2007  

Net Income: Net income for the three months ended September 30, 2008 was significantly impacted by the recent instability in 
the financial services industry as well as the overall general economic conditions nationwide. The Company recorded $1.5 million in 
other-than-temporary impairment charges related to its Freddie Mac Preferred stock and Lehman Brothers Holdings Inc. debt 
securities held in its portfolio as of September 30, 2008. As a result, net income for the three months ended September 30, 2008 
decreased to a net loss of $1.1 million compared to $80,000 net income for the three months ended September 30, 2007. In addition to 
the other-than-temporary impairment charges, the Company also provided $374,000 to its provision for loan losses during the three 
months ended September 30, 2008, or an increase of $371,000 from the same prior year period, primarily attributable to one 
commercial and industrial loan acquired through the City Savings Financial acquisition. These significant decreases in net income 
were partially offset by a $964,000 increase in net interest income primarily as a result of the acquisition of City Savings Financial on 
October 12, 2007. The Company was able to increase its net interest spread from 2.35% in the third quarter of 2007 to 2.90% in the 
third quarter of 2008. The increase in net interest income was partially offset by a $471,000 increase in noninterest expense primarily 
attributable to growth resulting from the City Savings Financial acquisition.  

Net Interest Income: Net interest income increased $964,000, or 59.9%, to $2.6 million for the three months ended 
September 30, 2008 compared to $1.6 million for the three months ended September 30, 2007. The increase is primarily attributable 
to the increase in average interest earning assets of $90.7 million for the three months ended September 30, 2008 compared to the 
same prior year period primarily as a result of the City Savings Financial acquisition. This increase was partially offset by the increase 
in the average interest-bearing liabilities of $86.6 million for the three months ended September 30, 2008 compared to the same prior 
year period also primarily attributable to the acquisition. The Company experienced a 41 basis points increase in its average net 
interest margin from 2.82% for the third quarter of 2007 to 3.23% for the third quarter of 2008. This increase is primarily attributable 
to the decrease in the average cost of interest-bearing liabilities as well as the ability to maintain the average yield on interest-earning 
assets. The City Savings Financial acquisition also contributed to the decrease in our overall average cost of Federal Home Loan 
Bank of Indianapolis advances, which decreased from 5.52% for the three months ended September 30, 2007 to 4.84% for the three 
months ended September 30, 2008. The long-term advances acquired from City Savings Financial had a lower average cost than the 
Company’s existing long-term advances. The yield on average interest-earning assets decreased by just 4 basis points in the third 
quarter of 2008 compared to the same prior year period, due to increase in our average loans to total average interest earning assets 
ratio to 67.7% for the third quarter of 2008 compared to 59.3% for the same period in 2007, primarily as a result of the mix of the 
City Savings Financial interest-earning assets acquired with the merger. Management expects this ratio to continue to increase in the 
future.  
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The following table sets forth the average balance sheet, average annualized yield and cost and certain other information for the 

three months ended September 30, 2008 and September 30, 2007. No tax-equivalent yield adjustments were made. All average 
balances are daily average balances. Nonaccrual loans were included in the computation of average balances, but have been reflected 
in the table as loans carrying a zero yield. The annualized yields set forth below include the effect of deferred fees, and discounts and 
premiums that are amortized or accreted to interest income or expense.  
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  For the Three Months Ended September 30,  
  2008   2007  

  

Average 
Outstanding

Balance   Interest   
Annualized
Yield/Cost   

Average 
Outstanding

Balance   Interest   
Annualized
Yield/Cost  

Loans   $ 215,810  $3,552  6.58% $ 135,290  $2,376  7.02%
Taxable securities   91,638  1,168  5.10%  78,363   957  4.88%
Tax exempt securities   5,226  50  3.83%  9,773   89  3.64%
Federal Home Loan Bank of Indianpolis stock   4,187  55  5.25%  2,661   30  4.51%
Federal funds sold and other interest-bearing deposits  2,015  9  1.79%  2,106   26  4.94%

                   

Total interest earning assets   318,876  4,834  6.06%  228,193   3,478  6.10%
Non-interest earning assets   43,191      24,875    

               

Total assets   $ 362,067     $ 253,068    
               

Savings deposits   $ 44,323  28  0.25% $ 39,677   50  0.50%
Money market and NOW accounts  35,920  88  0.98%  21,770   107  1.97%
CDs and IRAs    134,548   1,269  3.77%  96,617   1,142  4.73%

                   

Total interest-bearing deposits   214,791  1,385  2.58%  158,064   1,299  3.29%
Borrowings   65,988  799  4.84%  41,254   569  5.52%
Subordinated debentures  5,155  76  5.90%  —     —    —  

                   

Total interest-bearing liabilities   285,934  2,260  3.16%  199,318   1,868  3.75%
               

Noninterest-bearing deposits  26,747    24,859    
Other liabilities    3,321      2,455    

               

Total liabilities   316,002      226,632    

Shareholders’ equity   46,065      26,436    
               

Total liabilities & shareholders’ equity   $ 362,067     $ 253,068    
               

Net interest income     $2,574     $1,610  
               

Net interest rate spread    2.90%     2.35%
Net interest margin       3.23%     2.82%
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Interest and Dividend Income: Interest and dividend income increased $1.4 million, or 39.0%, to $4.8 million for the three 

months ended September 30, 2008 compared to $3.5 million for the same prior year period primarily due to the increase in average 
interest earning assets as a result of the acquisition of City Savings Financial. The annualized yield on average interest earning assets 
decreased 4 basis points to 6.06% for the third quarter of 2008 compared to 6.10% in the same prior year period. The decrease is 
primarily due to the decrease in the prime interest rate during that time period and its impact on the yield on variable rate loans as 
well as the pricing on new and renewed loans. Offsetting this decrease was additional income recorded under SOP 03-3 accounting on 
a number of commercial and industrial loans acquired through the acquisition of City Savings Financial that paid off in the third 
quarter of 2008. We recorded an additional $76,000 into interest income on commercial and industrial loans and one home equity 
loan that paid off during the quarter, which increased the overall average yield on interest earning assets by 9 basis points for the three 
months ended September 30, 2008 compared to the same prior year period.  

Interest income on loans, including fees, increased $1.2 million, or 49.5%, to $3.6 million for the three months ended September 30, 
2008 compared to $2.4 million for the same prior year period. This is primarily attributable to the increase in the average loans due to 
the City Savings Financial acquisition. The annualized average yield on average loans decreased 44 basis points to 6.58% for the 
three months ended September 30, 2008 compared to 7.02% for the same prior year period. The impact of the SOP 03-3 income 
recorded in the third quarter of 2008 increased the average loan yield by approximately 14 basis points. We do not anticipate this 
level of SOP 03-3 income in the future. The annualized average yield on average commercial and industrial loans increased 25 basis 
points in the third quarter of 2008 compared to the same prior year period due to the SOP 03-3 loan income recorded. The annualized 
average yield on average commercial real estate decreased 196 basis points to 6.45% for the three months ended September 30, 2008 
compared to 8.41% for the same prior year period, primarily due to the drop in the prime rate. The annualized average yield on 
average one-to-four family residential real estate loans did not materially change in the third quarter of 2008 compared to the same 
prior year period, primarily because the Company continues to sell the majority of the loans it originates. The annualized average 
yield on average consumer and other loans increased 67 basis points in the three months ended September 30, 2008 compared to the 
three months ended September 30, 2007 primarily due to the SOP 03-3 loan income recorded on a home equity loan acquired from 
City Savings Financial that subsequently paid off.  

Interest income from taxable securities increased $211,000, or 22.0%, to $1.2 million in the three months ended September 30, 2008 
compared to $957,000 for the same prior year period. This is primarily attributable to the increase in the average balance of taxable 
securities of $13.3 million primarily due to the City Savings Financial acquisition. The annualized average yield on taxable securities 
increased 22 basis points in the third quarter of 2008 compared to the third quarter of 2007, which also contributed to the increase in 
income. This is attributable to the higher yielding securities acquired from City Savings Financial as well as the affect of portfolio 
restructuring that has occurred in the last several months. Management expects income from taxable securities to be negatively 
affected due to the elimination of the dividend on Freddie Mac Preferred stock as well as the interest on the Lehman Brothers 
Holdings bond. This impact is expected to be approximately $32,000 for a three month period or $128,000 on an annualized basis. 
The increase in taxable securities interest income was partially offset by a decrease in interest income from tax exempt securities of 
$39,000, or 43.8%, primarily due to a decrease in the average balance of tax exempt securities of $4.5 million for the three months 
ended September 30, 2008 compared to the same prior year period. The decrease was due to the sale of a portion of our tax-free 
municipal securities that were reinvested into taxable securities, due to a change in the Company’s state tax planning objectives, given 
the tax effect of the City Savings Financial acquisition.  

Dividend income on Federal Home Loan Bank of Indianapolis stock increased $25,000, or 83.3%, to $55,000 for the three months 
ended September 30, 2008 compared to $30,000 for the same prior year period, primarily attributable to the increase in stock acquired 
from the City Savings Financial acquisition, as well as an increase in the yield from the prior year period.  
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Interest income from federal funds sold and other interest-bearing deposits decreased $17,000, or 65.4%, to $9,000 for the three 
months ended September 30, 2008 compared to $26,000 for the same prior year period, primarily due to a decrease in the average 
annualized yield of 315 basis points to 1.79% for the third quarter of 2008 compared to 4.94% for the same prior year period.  

Interest Expense: Interest expense increased $392,000, or 21.0%, to $2.3 million for the three months ended September 30, 
2008 compared to $1.9 million for the same prior year period. This increase is primarily attributable to the increase in average 
interest-bearing liabilities compared to the prior year period primarily due to the acquisition of City Savings Financial. This increase 
was partially offset by the decrease in the annualized average cost of interest-bearing liabilities of 59 basis points, to 3.16%, for the 
third quarter of 2008 compared to 3.75% for the same prior year period. This is due to the continued decrease in the interest rates paid 
on all interest-bearing deposits, as well as the decrease in the average cost on Federal Home Loan Bank of Indianapolis advances.  

The annualized average cost of savings deposits decreased 25 basis points, to 0.25%, for the third quarter of 2008 compared to 0.50% 
for the same prior year period, due to the overall decrease in interest rates offered. Management again recently lowered the rate being 
paid on savings deposits to 0.15%, which is not fully reflected in this quarter’s results. The average balance of savings deposits for the 
three month period ended September 30, 2008 was $44.3 million. The annualized average cost of money market and NOW accounts 
decreased 99 basis points, to 0.98%, for the third quarter of 2008 compared to 1.97% for the same prior year period due to the 
continued decline in interest rates. The annualized average cost of certificate of deposit and IRA time deposits for the third quarter of 
2008 was 3.77% compared to 4.73% for the same prior year period, due to the overall decrease in interest rates offered compared to 
those rates on maturing deposits.  

Interest expense on Federal Home Loan Bank of Indianapolis advances increased $233,000, or 41.2% for the three month period 
ended September 30, 2008 compared to the same prior year period, primarily due to the additional advances acquired from the City 
Savings Financial acquisition. Also impacting interest expense is the interest expense on the subordinated debentures acquired 
through the City Savings Financial acquisition. The average cost of the subordinated debentures was 5.90% for the three months 
ended September 30, 2008, which was not outstanding during the same prior year period. The interest rate adjusts quarterly at the rate 
of the three month LIBOR plus 3.10%. The interest rate as of September 30, 2008 was 6.58%.  
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Provision for Loan Losses: The Bank recognizes a provision for loan losses, which is charged to earnings, at a level necessary 

to absorb known and inherent losses that are both probable and reasonably estimable at the date of the financial statements. In 
evaluating the level of the allowance for loan losses, management considers historical loan loss experience, the types of loans and the 
amount of loans in the loan portfolio, adverse situations that may affect borrowers’ ability to repay, the estimated value of any 
underlying collateral, peer group information and prevailing economic conditions. This evaluation is inherently subjective as it 
requires estimates that are susceptible to significant revision as more information becomes available or as future events occur. After 
an evaluation of these factors, management recognized a provision for loan losses of $374,000 for the three month period ended 
September 30, 2008 compared to a $3,000 provision for the three months period ended September 30, 2007. Net charge-offs for the 
three month period ending September 30, 2008 were $106,000 compared to net charge-offs for the same prior year period of $17,000. 
Although total nonperforming loans as of September 30, 2008 decreased $935,000 from the previous quarter-end, management 
continued to increase the allowance for loan losses primarily due to one commercial and industrial loan acquired through the City 
Savings Financial acquisition, as well as the increased trends in classified loans, growth in commercial loans as well as the overall 
increased national and local economic concerns. The increase in the provision and allowance for loan losses related to the one 
commercial and industrial loan acquired through the City Savings Financial acquisition was deemed appropriate due to the risk of loss 
as a result of concerns with the documentation supporting an SBA guarantee. Management is working to pursue collection of the loan 
by requesting the SBA to honor their guarantee and if successful, the specific allowance allocation of $253,000 may be reversed. 
Such reversal may not necessarily result in a lower provision and allowance for loan losses as management anticipates further loss 
allocations may become necessary, if economic conditions continue to deteriorate.  

The allowance for loan losses to total loans ratio increased to 0.95% at September 30, 2008 compared to 0.81% at December 31, 
2007. The allowance for loan losses to nonperforming loans ratio was 89.7% at September 30, 2008 compared to 86.1% at 
December 31, 2007. Management’s assessment of losses that are probable and reasonably estimable at September 30, 2008 on the 
loans accounted for under SOP 03-3 were not included as part of the allowance for loan losses unless the loans further deteriorated 
since the acquisition date, but instead were accounted for under SOP 03-3. See Note 5 of the Notes to Consolidated Financial 
Statements (Unaudited) for further information about the accounting treatment of purchased loans subject to SOP 03-3.  

Noninterest Income: Noninterest income decreased $1.3 million for the three months ended September 30, 2008 compared to 
the same prior year period, primarily due to the other-than-temporary impairment charges recorded in the third quarter of 2008. The 
Company recorded an other-than-temporary impairment charge of $1.0 million related to the Freddie Mac preferred stock issues it 
held in the investment portfolio at September 30, 2008. Additionally, in view of the recent bankruptcy filing of Lehman Brothers 
Holdings, the Company also recorded an other-than-temporary impairment charge of $480,000 with respect to the Lehman debt 
securities it owns. Brokerage and trust income also decreased $30,000, or 30.6%, in the three months ended September 30, 2008 
compared to the same prior year period primarily due to the overall instability in the market and its negative impact on the volume of 
brokerage activity.  

Partially offsetting the decrease in noninterest income in the third quarter of 2008 when compared to the same prior year period was a 
$86,000 increase in service charges on deposits as well as a $21,000 increase in ATM and debit card fees, which is primarily 
attributable to the increase in checking accounts as a result of the City Savings Financial acquisition. Earnings on life insurance 
increased $36,000 in the third quarter of 2008 as compared to the same prior year period primarily due to the additional bank owned 
life insurance acquired in the City Savings Financial acquisition. Net gains on mortgage banking activities increased $35,000 in the 
third quarter 2008 compared to the same prior year period primarily attributable to an additional loan originator working in the new 
markets as a result of the acquisition.  
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Noninterest Expense: Noninterest expense increased $471,000, or 22.2%, to $2.6 million for the three months ended 

September 30, 2008 compared to $2.1 million for the same prior year period, primarily due to the acquisition of City Savings 
Financial. Salaries and employee benefits increased $178,000, or 15.5%, primarily due to the additional employees brought on 
through the acquisition, as well as the addition of a new commercial lender in late 2007. The Company also reversed a bonus accrual 
of $78,000 in the third quarter of 2008 based on the current year-to-date net income requirements of the bonus plan. Occupancy and 
equipment expense increased $71,000, or 17.8% for the third quarter of 2008 compared to the same prior year period primarily due to 
the addition of three branch locations acquired from City Saving Financial, as well as the opening of our new Westville branch in 
June of 2008. Increased real estate tax expense accounted for $31,000 of the increase as well as an increase in depreciation of $37,000 
and an increase in utilities expense of $11,000. We did have approximately $41,000 in occupancy expenses during the third quarter of 
2007 attributable to the acquisition of City Savings Financial, which included costs to upgrade our ATM services as well as furniture, 
fixtures and equipment costs. Data processing costs decreased $54,000 in the third quarter of 2008 compared to the same prior year 
period primarily due to approximately $52,000 in conversion costs related to the acquisition recorded in the third quarter of 2007. 
Bank examination fees increased $56,000, or 51.9%, for the three months ended September 30, 2008 compared to the same prior year 
period primarily due to the amount and timing of internal audit fees in the third quarter of 2008. We also have experienced an increase 
in examination fees due to additional audit requirements applicable for public companies. Amortization of intangibles increased 
$105,000 in the third quarter of 2008 as a result of the purchase accounting for the acquisition of City Savings Financial. Other 
expenses increased $112,000, or 41.2%, to $384,000 for the third quarter 2008, primarily due to an increase in collection expenses of 
$80,000 attributable to delinquent taxes paid on foreclosed properties. Legal expenses increased $24,000 in the third quarter of 2008 
as a result of increased foreclosure activity as well as legal fees for ongoing public company filing reviews. Our FDIC insurance 
assessment was $19,000 for the three months ended September 30, 2008 compared to $5,000 for the same prior year period primarily 
due to the increase in deposits as a result of the acquisition. Since June 2007, our assessment has been substantially reduced by a 
special credit. Management believes that this credit will be substantially exhausted by year end 2008. Accordingly, our FDIC 
assessment could be substantially higher in future periods, see Part II, Item 1A., “Risk Factors”. Offsetting a portion of the increases 
was a decrease in other miscellaneous services of $44,000 in the third quarter of 2008 primarily due to $47,000 in recruitment 
expenses paid in the third quarter of 2007. These recruitment expenses were attributable to the hiring of the Vice President of 
Commercial Lending and a new commercial lender for the Porter County market.  

Income Taxes: An income tax benefit of $98,000 was recorded for the three months ended September 30, 2008, compared to a 
benefit of $33,000 recorded for the three months ended September 30, 2007, primarily due to a decrease in income before income 
taxes of $1.2 million. The effective tax benefit was (8.5%) for the three months ended September 30, 2008 compared to a tax benefit 
of (70.2%) for the same prior year period. The effective tax benefit was significantly higher in the prior year period due to a higher 
level of income tax exempt income to income before income taxes. The Company was not able to record an income tax benefit on the 
$1.0 million other than temporary impairment charge related to the Freddie Mac preferred stock as the loss was determined to be a 
capital loss which can only be used by the Company to offset capital gains. However the Company anticipates recording 
approximately $343,000 of income tax benefit for this impairment charge in the fourth quarter of 2008 as a result of a recent change 
to the Internal Revenue Code changing the tax treatment of this loss from a capital loss to an ordinary loss.  
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Comparison of Operating Results for Nine Month Periods Ended September 30, 2008 and September 30, 2007  

Net Income (Loss): Net income decreased $1.5 million, or 148.6%, to a net loss of ($483,000) for the nine months ended 
September 30, 2008 compared to net income of $994,000 for the nine months ended September 30, 2007. This decrease is primarily 
due to the $1.7 million other-than-temporary impairment charges recorded in the nine months ended September 30, 2008 as well as a 
decrease in net gains on securities of $630,000 from the prior year period. The other-than-temporary impairment charges related to 
Freddie Mac Preferred stock and Lehman Brothers Holdings debt securities held in the Company’s available for sale investment 
portfolio. The Company also provided $466,000 to its provision for loan losses during the nine months ended September 30, 2008, or 
an increase of $457,000 from the same prior year period. Noninterest expense increased $2.1 million, primarily attributable to the 
acquisition of City Savings Financial on October 12, 2007. There was approximately $640,000 in noninterest expenses attributable to 
the nonrecurring indirect expenses related to the acquisition of City Savings Financial Corporation recorded in the nine months ended 
September 30, 2007. The significant increase in noninterest expense was partially offset by an increase in net interest income of $2.7 
million, or 55.2% for the nine months ended September 30, 2008 compared to the same prior year period. The Company’s net interest 
spread increased 41 basis points to 2.73% for the nine months ended September 30, 2008 compared to 2.32% for the same prior year 
period, primarily as a result of the acquisition of City Savings Financial as well as a continued effort to decrease the average cost of 
interest-bearing liabilities.  

Net Interest Income: Net interest income increased $2.7 million, or 55.2%, to $7.5 million for first nine months of 2008 
compared to $4.8 million for the same prior year period. This increase is primarily attributable to the increase in average interest 
earning assets of $94.2 million for the nine months ended September 30, 2008 compared to the same prior year period primarily as a 
result of the City Savings Financial acquisition. This increase was partially offset by the increase in the average interest-bearing 
liabilities of $90.0 million for the nine months ended September 30, 2008 compared to the same prior year period also primarily 
attributable to the acquisition. The yield on average interest-earning assets increased 3 basis points for the nine months ended 
September 30, 2008 compared to the same prior year period, primarily due to an increase in our average loans to total average interest 
earning assets ratio to 67.3% for the nine months period ending September 30, 2008 compared to 59.5% for the same prior year 
period, primarily as a result of the mix of the City Savings Financial interest-earning assets. Also contributing to increase in the yield 
on average interest-earning assets is the $170,000 impact of the SOP 03-3 loan income recorded in the first nine months of 2008 
compared to the prior year period. The average cost of interest bearing liabilities decreased 38 basis points for the first nine months of 
2008 compared to the same prior year period, primarily attributable to the overall decline in interest rates as well as a decrease in the 
average cost of Federal Home Loan Bank of Indianapolis advances acquired from City Savings Financial compared to the Company’s 
existing long-term advances at the time of the acquisition.  
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The following table sets forth the average balance sheet, average annualized yield and cost and certain other information for the 

nine months ended September 30, 2008 and September 30, 2007. No tax-equivalent yield adjustments were made. All average 
balances are daily average balances. Nonaccrual loans were included in the computation of average balances, but have been reflected 
in the table as loans carrying a zero yield. The annualized yields set forth below include the effect of deferred fees, and discounts and 
premiums that are amortized or accreted to interest income or expense.  
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   For the Nine Months Ended September 30,  
   2008   2007  

   

Average 
Outstanding

Balance   Interest   
Annualized
Yield/Cost   

Average 
Outstanding

Balance   Interest   
Annualized
Yield/Cost  

Loans   $ 217,780  $10,882  6.66% $ 136,340  $ 7,121  6.96%
Taxable securities   91,741  3,451  5.02%  77,609   2,762  4.75%
Tax exempt securities   6,007  163  3.62%  9,744   298  4.08%
Federal Home Loan Bank of Indianapolis stock   4,187  159  5.06%  2,661   93  4.66%
Federal funds sold and other interest-bearing deposits  3,793  73  2.57%  2,915   111  5.08%

                   

Total interest earning assets   323,508  14,728  6.07%  229,269   10,385  6.04%
Non-interest earning assets   42,619      23,872    

               

Total assets   $ 366,127     $ 253,141    
               

Savings deposits   $ 43,615  93  0.28% $ 38,986   146  0.50%
Money market and NOW accounts  37,396  343  1.22%  21,776   304  1.86%
CDs and IRAs    137,730   4,187  4.05%  98,724   3,471  4.69%

                   

Total interest-bearing deposits   218,741  4,623  2.82%  159,486   3,921  3.28%
Borrowings   65,931  2,387  4.83%  40,310   1,651  5.46%
Subordinated debentures  5,155  247  6.39%  —     —    —  

                   

Total interest-bearing liabilities   289,827  7,257  3.34%  199,796   5,572  3.72%
               

Noninterest-bearing deposits  26,322    24,537    
Other liabilities    3,056      2,167    

               

Total liabilities   319,205      226,500    

Shareholders’ equity   46,922      26,641    
               

Total liabilities & shareholders’ equity   $ 366,127     $ 253,141    
               

Net interest income     $ 7,471     $ 4,813  
               

Net interest rate spread    2.73%     2.32%
Net interest margin       3.08%     2.80%
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Interest and Dividend Income: Interest and dividend income increased $4.3 million, or 41.8%, to $14.7 million for the nine 

months ended September 30, 2008 compared to $10.4 million for the nine months ended September 30, 2007, primarily due to the 
acquisition of City Savings Financial.  

Interest income on loans, including fees, increased $3.8 million, or 52.8%, for the nine months ended September 30, 2008 compared 
to the same prior year period. This was primarily attributable to the increase in the average loans primarily due to the City Savings 
Financial acquisition. The annualized average yield on average loans decreased 30 basis points to 6.66% for the nine months ended 
September 30, 2008 compared to 6.96% for the same prior year period. This decrease was primarily the result of a decline in the 
prime rate over the prior year and its impact on the yield on variable rate loans as well as the pricing on new and renewed loans. This 
decrease was partially offset by additional income recorded under SOP 03-3 accounting for a number of the commercial and 
industrial loans and a home equity loan acquired through the acquisition of City Savings Financial that paid off during the nine 
months ended September 30, 2008. We recorded $82,000 in additional interest income on commercial and industrial loans and 
$88,000 in additional interest income on consumer loans that paid off during the nine months ended September 30, 2008, which 
increased the overall annualized average loan yield by approximately 10 basis points for the nine months ended September 30, 2008. 
The annualized average yield on commercial and industrial loans was 7.66% for the nine months ended September 30, 2008 
compared to 6.92% for the same prior year period, with the increased yield primarily due to the additional SOP 03-3 loan income. 
The annualized average yield on commercial real estate loans decreased 166 basis points for the first nine months of 2008 compared 
to the same prior year period primarily due to the decrease in the prime rate. We experienced a similar decline of 184 basis points in 
the annualized average yield on construction loans. The annualized average yield on one-to-four family residential real estate loans 
remained relatively flat compared to the prior year period, primarily because the Company continues to sell the majority of the loans 
it originates. The annualized average yield on average consumer and other loans increased 45 basis points for the nine months ended 
September 30, 2008 compared to the nine months ended September 30, 2007 primarily due to the SOP 03-3 loan income recorded on 
a home equity loan acquired from City Savings Financial that subsequently paid off.  

Interest income from taxable securities increased $689,000, or 24.9%, to $3.5 million for the nine months ended September 30, 2008 
compared to $2.8 million for the same prior year period. This is primarily attributable to the increase in the average balance of taxable 
securities of $14.1 million primarily due to the City Savings Financial acquisition. The annualized average yield on taxable securities 
increased 27 basis points for the nine months ended September 30, 2008 compared to the same prior year period, primarily 
attributable to the higher yielding securities acquired from City Savings Financial as well as the affect of investment portfolio 
restructuring that has occurred since the acquisition. Management expects income from taxable securities to be negatively affected 
due to the elimination of the dividend on the Freddie Mac Preferred stock as well as the interest on the Lehman Brothers Holdings 
Inc. bond. This impact is expected to be approximately $128,000 on an annualized basis. The increase in taxable securities interest 
income was partially offset by a decrease in interest income from tax exempt securities of $135,000, or 45.3%, primarily due to a 
decrease in the average balance of tax exempt securities of $3.7 million for the nine months ended September 30, 2008 compared to 
the same prior year period. The decrease was due to the sale of a portion of our tax-free municipal securities that were reinvested into 
taxable securities, due to a change in the Company’s state tax planning objectives, given the tax effect of the City Savings Financial 
acquisition.  

Dividend income on Federal Home Loan Bank of Indianapolis stock increased $66,000, or 71.0%, for the nine months ended 
September 30, 2008 compared to the same prior year period, primarily attributable to the increase in stock acquired from the City 
Savings Financial acquisition as well as an increase in the yield from the prior year period.  

Interest income from federal funds sold and other interest bearing deposits decreased $38,000, or 34.2% for the nine months ended 
September 30, 2008 compared to the same prior year period, primarily due to a decrease in the annualized average yield of 251 basis 
points to 2.57% for the nine months ended September 30, 2008 compared to 5.08% for the same prior year period.  
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Interest Expense: Interest expense increased $1.7 million, or 30.2%, to $7.3 million for the nine months ended September 30, 

2008 compared to $5.6 million for the same prior year period. This increase is primarily attributable to the increase in average interest 
bearing liabilities compared to the prior year period primarily due to the acquisition of City Savings Financial. This increase was 
partially offset by the decrease in the annualized average cost of interest bearing liabilities of 38 basis points, to 3.34% for the nine 
months ended September 30, 2008 from 3.72% for the same prior year period. This is due to the continued decrease in the interest 
rates paid on interest bearing deposits, as well as the decrease in the average cost of Federal Home Loan Bank of Indianapolis 
advances.  

The annualized average cost of savings deposits decreased 22 basis points, to 0.28%, for the nine months ended September 30, 2008 
compared to 0.50% for the same prior year period, primarily due to the overall decrease in interest rates offered. Management again 
recently lowered the rate being offered on savings deposits to 0.15%, which is not fully reflected in the year-to-date results. The 
annualized average cost of money market and NOW accounts decreased 64 basis points, to 1.22%, for the nine months ended 
September 30, 2008 compared to 1.86% for the same prior year period, primarily due to the decline in interest rates. The annualized 
average cost of certificates of deposit and IRA time deposits for the nine months ended September 30, 2008 was 4.05% compared to 
4.69% for the same prior year period, primarily due to the overall decrease in interest rates offered compared to the interest rates on 
maturing deposits.  

Interest expense on Federal Home Loan Bank of Indianapolis advances of $746,000, or 45.6% for the nine months ended 
September 30, 2008 compared to the same prior year period, primarily due to the additional advances acquired from the City Savings 
Financial acquisition. Also impacting interest expense is the interest expense on the subordinated debentures acquired through the 
acquisition. The annualized average cost of the subordinated debentures was 6.39% for the nine months ended September 30, 2008, 
which was not outstanding for the same prior year period. The interest rate adjusts quarterly at the rate of the three month LIBOR plus 
3.10%. The interest rate as of September 30, 2008 was 6.58%.  

Provision for Loan Losses: The Bank recognizes a provision for loan losses, which is charged to earnings, at a level necessary 
to absorb known and inherent losses that are both probable and reasonably estimable at the date of the financial statements. In 
evaluating the level of the allowance for loan losses, management considers historical loan loss experience, the types of loans and the 
amount of loans in the loan portfolio, adverse situations that may affect borrowers’ ability to repay, the estimated value of any 
underlying collateral, peer group information and prevailing economic conditions. This evaluation is inherently subjective as it 
requires estimates that are susceptible to significant revision as more information becomes available or as future events occur. After 
an evaluation of these factors, management recognized a provision for loan losses of $466,000 for the nine month period ended 
September 30, 2008 compared to a $9,000 provision for the nine month period ended September 30, 2007. Net charge-offs for the 
nine month period ending September 30, 2008 were $218,000 compared to net charge-offs for the same prior year period of $51,000. 
The increase in the provision is primarily due to one commercial and industrial loan acquired through the City Savings Financial 
acquisition, as well as the increased trends in classified loans, growth in commercial loans as well as the overall increased national 
and local economic concerns. The increase in the provision and allowance for loan losses related to the one commercial and industrial 
loan acquired through the City Savings Financial acquisition was deemed appropriate due to the risk of loss as a result of concerns 
with the documentation supporting an SBA guarantee. Management is working to pursue collection of the loan by requesting the SBA 
to honor their guarantee and if successful, the specific allowance allocation of $253,000 may be reversed. Such reversal may not 
necessarily result in a lower provision and allowance for loan losses as management anticipates further loss allocations may become 
necessary, if economic conditions continue to deteriorate.  

The allowance for loan losses to total loans ratio increased to 0.95% at September 30, 2008 compared to 0.81% at December 31, 
2007. The allowance for loan losses to nonperforming loans ratio was 89.7% at September 30, 2008 compared to 86.1% at 
December 31, 2007. Management’s assessment of losses that are probable and reasonably estimable at September 30, 2008 on the 
loans accounted for under SOP 03-3 were not included as part of the allowance for loan losses unless the loans further deteriorated 
since the acquisition date, but instead were accounted for under SOP 03-3. See Note 5 of the Notes to Consolidated Financial 
Statements (Unaudited) for further information about the accounting treatment of purchased loans subject to SOP 03-3.  
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Noninterest Income: Noninterest income decreased $1.9 million for the nine months ended September 30, 2008 compared to 

the same prior year period. This decrease was primarily attributable to the $1.7 million other-than-temporary impairment charges 
recorded as well as a decrease in net gains on securities of $630,000 for the nine months ended September 30, 2008 compared to the 
prior year period. For the nine months ended September 30, 2007, the Company sold the majority of its Fannie Mae and Freddie Mac 
preferred stock and recorded a gain of $896,000. The Company continued to hold $1.2 million in Freddie Mac preferred stock, for 
which we recorded approximately $1.2 million of other-than-temporary impairment charges in the first nine months of 2008. 
Additionally, in view of the recent bankruptcy filing of Lehman Brothers Holdings, the Company also recorded an other-than-
temporary impairment charge of $480,000 with respect to the Lehman debt securities it owns. Brokerage and trust fee income also 
decreased $51,000, or 17.4%, in the nine months ended September 30, 2008 compared to the same prior year period primarily due to 
the overall instability in the market and its negative impact on the volume of brokerage activity.  

Partially offsetting the decrease in noninterest income for the nine months ended September 30, 2008 when compared to the same 
prior year period was an increase of $150,000 in service charges on deposits as well as a $64,000 increase in ATM and debit card 
fees, both of which are attributable to the increase in checking accounts as a result of the City Savings Financial acquisition. Earnings 
on life insurance increased $104,000 for the nine months ended September 30, 2008 when compared to the same prior year period 
primarily due to the additional bank owned life insurance acquired in the City Savings Financial acquisition. Net gains on mortgage 
banking activities increased $117,000 for the nine months ended September 30, 2008 compared to the same prior year period 
primarily attributable to an additional loan originator working in the new markets as a result of the acquisition.  
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Noninterest Expense: Noninterest expense increased $2.1 million, or 34.5%, to $8.0 million for the nine months ended 

September 30, 2008 compared to $6.0 million for the same prior year period, primarily due to the acquisition of City Savings 
Financial. Salaries and employee benefits increased $825,000, or 24.1%, primarily due to the additional employees brought on 
through the acquisition, as well as the addition of a Controller, Vice President of Commercial/Consumer Lending, and a commercial 
lender in the Porter County market in late 2007. The Company also did not accrue for a management bonus for the nine months ended 
September 30, 2008 based on the current net income requirements of the bonus plan compared to a $72,000 bonus expense for the 
same prior year period. Occupancy and equipment expense increased $354,000, or 33.1% for the first nine months of 2008 compared 
the same prior year period, primarily due to the addition of three branch locations acquired from City Savings Financial as well as our 
new Westville branch that opened in June of 2008. Increased real estate tax expense accounted for $122,000 of the increase as well as 
an increase in depreciation of $72,000 and an increase in utilities expense of $42,000, all of which are primarily attributable to the 
increase in branch locations. We also experienced an increase in building maintenance of $30,000 and an increase of $22,000 in 
building supplies also primarily due to the three City Savings branches and our new Westville branch. Data processing expense 
decreased $85,000, or 22.8%, in the first nine months of 2008 compared to the prior year period primarily due to the initial conversion 
costs from our core provider of technology during the third quarter of 2007 related to the conversion costs with the acquisition. 
Advertising expense increased $67,000 for the nine months ended September 30, 2008 as compared to the same prior year period, 
primarily attributable to the new markets we entered into as well as the additional costs incurred by the Company related to the first 
public company annual report. Bank examination fees increased $163,000, of which $88,000 of this increase was in the first quarter 
of 2008 due to additional costs attributable to our first external audit and annual SEC reporting as a public company, including a 
review of our purchase accounting entries. Internal audit fees have increased by approximately $74,000 attributable to the 
implementation of SOX 404. We also saw an increase of approximately $18,000 in the Bank’s annual Indiana Department of 
Financial Institutions examination fees, also attributable to the acquisition of City Savings Financial. The amortization of intangibles 
expense was $338,000 for the first nine months of 2008, as a result of the purchase accounting expenses that we did not incur prior to 
the acquisition in October 2007. Other expenses increased $393,000 primarily due to an increase in collection and OREO related 
expenses of $137,000 as well as an increase in legal expense of $119,000 as a result of our first annual Form 10-K review and our 
first annual shareholders’ meeting as well as an increase in legal work associated with loan foreclosure and collection activity. 
Correspondent bank charges increased $35,000 for the first nine months of 2008 compared to the same prior year period primarily 
attributable to an increase in the Bank’s Federal Reserve monthly charges as a result of the increase in processed items attributable to 
the acquisition. Our FDIC insurance assessment increased $27,000 for the first nine months of 2008 compared to the same prior year 
period, primarily attributable to the increase in deposits due to the acquisition. Since June 2007, our assessment has been reduced by a 
special credit. Management believes that this credit will be substantially exhausted by year end 2008. Accordingly, our FDIC 
assessment could be substantially higher in future periods depending on the premium rates set by the FDIC and the volume of our 
deposits for such periods. The Company’s other insurance expenses increased $26,000 in the first nine months of 2008 compared to 
the same prior year period also attributable to the increase in property and casualty insurance as well as an increase in the coverage 
limits attributable to the acquisition. Offsetting a portion of the increases was a decrease in other miscellaneous services of $32,000, 
primarily attributable to $47,000 in recruitment expenses paid in the first nine months of 2007. These recruitment expenses were 
attributable to the hiring of the Vice President of Commercial Lending and a new commercial lender for the Porter County market.  
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Income Taxes: Income tax expense decreased $284,000, or 92.8%, to an income tax expense of $22,000 for the nine months 

ended September 30, 2008 compared to income tax expense of $306,000 for the nine months ended September 30, 2007. This 
substantial decrease is primarily due to the decrease in income before taxes of $1.8 million. The effective tax rate was 4.8% for the 
nine months ended September 30, 2008 compared to 23.5% for the same prior year period. The effective tax rate was substantially 
lower in the current period due to a higher ratio of the total income before income taxes representing tax-exempt securities and life 
insurance income in the current period as a result of the overall lower level of income before income taxes. Additionally, the 
Company was not able to record a full income tax benefit on the $1.2 million other than temporary impairment charge related to the 
Freddie Mac preferred stock as the loss was determined to be a capital loss which can only be used by the Company to offset capital 
gains. However, the Company anticipates recording approximately $343,000 of income tax benefit for this impairment charge in the 
fourth quarter of 2008 as a result of a recent change to the Internal Revenue Code changing the tax treatment of this loss from a 
capital loss to an ordinary loss.  
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Liquidity and Capital Resources  
Maintenance of adequate liquidity requires that sufficient resources be available at all times to meet cash flow requirements of the 
Company. Liquidity in a banking institution is required primarily to provide for deposit withdrawals and the credit needs of customers 
and to take advantage of investment opportunities as they arise. A bank may achieve desired liquidity from both assets and liabilities. 
Cash and deposits held in other financial institutions, Federal funds sold, other short term investments in interest-bearing time 
deposits in other financial institutions and securities available-for-sale, maturing loans and investments, payments of principal and 
interest on loans and investments, and potential loan sales are sources of asset liquidity. Deposit growth and access to credit lines 
established with correspondent banks, the Federal Home Loan Bank and market sources of funds are sources of liability liquidity. The 
Company reviews its liquidity position on a regular basis based upon its current position and expected trends of loans and deposits. 
The policy of the Board of Directors is to maintain sufficient capital at not less than the “well-capitalized” thresholds established by 
banking regulators. Management believes that the Company maintains adequate sources of liquidity to meet its liquidity needs.  

The Company’s liquid assets, defined as cash and due from financial institutions, Federal funds sold and interest-bearing time 
deposits in other financial institutions and market value of unpledged securities available-for-sale totaled $78.3 million at 
September 30, 2008 and constituted 21.6% of total assets at that date compared to $92.2 million, or 25.1%, of total assets at 
December 31, 2007.  

The Company also maintains lines of credit with the Federal Home Loan Bank. The total of these lines of credit were $78.2 million at 
September 30, 2008, of which $68.8 million in Federal Home Loan Bank advances were outstanding. The Company has additional 
securities available to pledge as collateral in order to increase our lines of credit with the Federal Home Loan Bank. At September 30, 
2008, we had $67.8 million in unpledged securities available for sale. The Company actively utilizes its borrowing capacity with the 
Federal Home Loan Bank to manage liquidity and to provide a funding alternative to time deposits, if the Federal Home Loan Bank’s 
rates and terms are more favorable. The advances from the Federal Home Loan Bank can have maturities from overnight to multiple 
years. At September 30, 2008, $10.5 million were due within one year and $58.3 million had maturities greater than a year.  

Federal regulations establish guidelines for calculating “risk-adjusted” capital ratios and minimum ratio requirements. Under these 
regulations, banks are required to maintain a total risk-based capital ratio of 8.0% of risk-weighted assets and a Tier 1 risk-based 
capital ratio (primarily total shareholders’ equity less intangible assets) of at least 4.0% of risk-weighted assets. The Bank had total 
and Tier 1 risk-based capital ratios of 17.03% and 16.16% at September 30, 2008, and was “well-capitalized” under the regulatory 
guidelines.  

In addition, regulators have adopted a minimum leverage ratio standard for Tier 1 capital to average assets. The minimum ratio for 
top-rated institutions may be as low as 3%. However, regulatory agencies have stated that most institutions should maintain ratios at 
least 1 to 2 percentage points above the 3% minimum. As of September 30, 2008, the Bank’s leverage ratio was 10.86%. Capital 
levels for the Bank remain above the established regulatory capital requirements.  
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Recent Regulatory Updates  
On October 3, 2008, Congress passed the Emergency Economic Stabilization Act of 2008 (EESA), which provides the United States 
Secretary of the Treasury with broad authority to implement certain actions to help restore stability and liquidity to U.S. markets. One 
of the provisions resulting from the Act is the Treasury Capital Purchase Program (CPP), which provides direct equity investment of 
perpetual preferred stock by the Treasury in qualified financial institutions. The program is voluntary and requires an institution to 
comply with a number of restrictions and provisions, including limits on executive compensation, stock redemptions and declaration 
of dividends. Applications must be submitted by November 14, 2008 and are subject to approval by the Treasury. The CPP provides 
for a minimum investment of 1 percent of Total Risk-Weighted Assets, with a maximum investment equal to the lesser of 3 percent of 
Total Risk-Weighted Assets or $25 billion. The perpetual preferred stock investment will have a dividend rate of 5% per year, until 
the fifth anniversary of the Treasury investment, and a dividend of 9%, thereafter. The CPP also requires the Treasury to receive 
warrants for common stock equal to 15% of the capital invested by the Treasury. It is unclear how the CPP will apply to the Company 
in view of its mutual holding company structure. The Company is evaluating whether to apply for participation in the CPP. 
Participation in the program is not automatic and is subject to approval by the Treasury.  

On October 14, 2008, the Federal Deposit Insurance Corporation (FDIC) announced the creation of the Temporary Liquidity 
Guarantee Program (TLGP) as part of a larger government effort to strengthen confidence and encourage liquidity in the nation’s 
banking system. All eligible institutions are automatically enrolled in the program for the first 30 days at no cost. Organizations that 
do not wish to participate in the TLGP must opt out by December 5, 2008. After that time, participating entities will be charged fees. 
This program has two components. One guarantees newly issued senior unsecured debt of the participating organizations, within a 
certain limit, issued between October 14, 2008 and June 30, 2009. For such debts maturing beyond June 30, 2009, the guarantee will 
remain in effect until June 30, 2012. An annualized fee of 75 basis points multiplied by the amount of debt issued from October 14, 
2008 (and still outstanding on December 6, 2008), through June 30, 2009 will be charged. The other component provides full FDIC 
insurance coverage for non-interest bearing transaction deposit accounts, regardless of dollar amount until December 31, 2009. An 
annualized 10 basis point assessment on balances in noninterest-bearing transaction accounts that exceed the existing deposit 
insurance limit of $250,000 will be assessed on a quarterly basis to insured depository institutions that have not opted out of the 
TLGP. The Company has decided to participate in the TLGP.  

Impact of Inflation  
The primary impact of inflation on the Bank is its effect on interest rates. The Bank’s primary source of income is net interest income, 
which is affected by changes in interest rates. The Bank attempts to limit the impact of inflation on its net interest margin through 
management of interest rate-sensitive assets and liabilities and analyses of interest rate sensitivity. The effect of inflation on premises 
and equipment as well as on noninterest expenses has not been significant for the periods presented.  
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Proper management of the interest rate sensitivity and maturities of our assets and liabilities is required to protect and enhance our net 
interest margin and asset values, subject to market conditions. Interest rate sensitivity spread management is an important tool for 
achieving this objective and for developing ways in which to improve profitability.  

The Company constantly monitors earning asset and deposit levels, developments and trends in interest rates, liquidity, capital 
adequacy and marketplace opportunities. Management responds to all of these to protect and possibly enhance net interest income 
while managing risks within acceptable levels as set forth in the Company’s policies. In addition, alternative business plans and 
transactions are contemplated for their potential impact. This process is known as asset/liability management and is carried out by 
changing the maturities and relative proportions of the various types of loans, investments, deposits and borrowings in the ways 
described above.  

A commonly used tool to manage and analyze the interest rate sensitivity of a bank is a computer simulation model. To quantify the 
extent of risks in both the Company’s current position and in transactions it might make in the future, the Company uses a model to 
simulate the impact of different interest rate scenarios on net interest income. The hypothetical impact of a 12 month nonparallel ramp 
(generally, a nonparallel change in interest rates of +/- 2.00%) and smaller incremental interest rate changes are modeled at least 
quarterly, representing the primary means the Company uses for interest rate risk management decisions.  

At September 30, 2008, given a +2.00% or –2.00% shock in interest rates, our model results in the Company’s net interest income for 
the next twelve months changing by $302,000, or 2.97%, and $(428,000), or (4.21)%, respectively.  

The Company measures its economic value of equity at risk on a quarterly basis. Economic value of equity at risk measures the 
Company’s exposure to changes in its economic value of equity due to changes in a forecast interest rate environment. At 
September 30, 2008, given a +2.00% or -2.00% shock in interest rates, our model results in the Company’s economic value of equity 
at risk for the next twelve months changing by (8.81)%, and (4.24)%, respectively.  

When preparing its modeling, the Company makes significant assumptions about the lag in the rate of change in various asset and 
liability categories. The Company bases its assumptions on past experience and comparisons with other banks, and tests the validity 
of its assumptions by reviewing actual results with projected expectations.  
  

The Company has adopted interim disclosure controls and procedures designed to facilitate financial reporting. The Company’s 
interim disclosure controls currently consist of communications among the Company’s Chief Executive Officer, the Company’s Chief 
Financial Officer and each department head to identify any transactions, events, trends, risks or contingencies which may be material 
to its operations. These interim disclosure controls also contain certain elements of the Company’s internal controls adopted in 
connection with applicable accounting and regulatory guidelines. In addition, the Company’s Chief Executive Officer, Chief 
Financial Officer, Audit Committee and independent registered public accounting firm also meet on a quarterly basis to discuss 
disclosure matters. The Company’s Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of the 
interim disclosure controls and procedures as of the end of the period covered by this report and found them to be effective.  

The Company maintains internal control over financial reporting. There have not been any significant changes in such internal control 
over financial reporting in the last quarter that has materially affected, or is likely to materially affect, our internal control over 
financial reporting.  
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As of September 30, 2008, there are no material pending legal proceedings to which the Company or its subsidiaries is a party 
other than ordinary routine litigation incidental to their respective businesses.  

  

As of September 30, 2008, there were no material changes to the “Risk Factors” disclosed in the Company’s Annual Report for 
the year ended December 31, 2007 on Form 10-K filed on March 31, 2008, except as set forth below:  

Our Expenses Will Increase As A Result Of Increases In FDIC Insurance Premiums  
The Federal Deposit Insurance Corporation (“FDIC”) imposes an assessment against institutions for deposit insurance. This 
assessment is based on the risk category of the institution and ranges from 5 to 43 basis points of the institution’s deposits. 
Federal law requires that the designated reserve ratio for the deposit insurance fund be established by the FDIC at 1.15% to 
1.50% of estimated insured deposits. If this reserve ratio drops below 1.15% or the FDIC expects it to do so within six months, 
the FDIC must, within 90 days, establish and implement a plan to restore the designated reserve ratio to 1.15% of estimated 
insured deposits within five years (absent extraordinary circumstances).  
Recent bank failures coupled with deteriorating economic conditions have significantly reduced the deposit insurance fund’s 
reserve ratio. As of June 30, 2008, the designated reserve ratio was 1.01% of estimated insured deposits at March 31, 2008. As a 
result of this reduced ratio, on October 16, 2008, the FDIC published a proposed rule that would restore the reserve ratios to its 
required level. The proposed rule would raise the current deposit insurance assessment rates uniformly for all institutions by 7 
basis points (to a range from 12 to 50 basis points) for the first quarter of 2009. The proposed rule would also alter the way the 
FDIC calculates federal deposit insurance assessment rates beginning in the second quarter of 2009 and thereafter.  
Under the proposed rule, the FDIC would first establish an institution’s initial base assessment rate. This initial base assessment 
rate would range, depending on the risk category of the institution, from 10 to 45 basis points. The FDIC would then adjust the 
initial base assessment (higher or lower) to obtain the total base assessment rate. The adjustments to the initial base assessment 
rate would be based upon an institution’s levels of unsecured debt, secured liabilities, and brokered deposits. The total base 
assessment rate would range from 8 to 77.5 basis points of the institution’s deposits. There can be no assurance that the 
proposed rule will be implemented by the FDIC or implemented in its proposed form.  
In addition, the Emergency Economic Stabilization Act of 2008 (EESA) temporarily increased the limit on FDIC insurance 
coverage for deposits to $250,000 through December 31, 2009, and the FDIC took action to provide coverage for newly-issued 
senior unsecured debt and non-interest bearing transaction accounts in excess of the $250,000 limit, for which institutions will 
be assessed additional premiums.  
These actions will significantly increase the Company’s non-interest expense in 2009 and in future years as long as the increased 
premiums are in place.  

  

None  
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PART II – OTHER INFORMATION 
  

None  
  

None  
  

None  
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

ITEM 5. OTHER INFORMATION 

ITEM 6. EXHIBITS 

Exhibit 
Number   Description 
31.01 

  

Certification of Principal Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) as adopted pursuant to Section 
302 of the Sarbanes-Oxley Act of 2002

31.02 
  

Certification of Principal Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) as adopted pursuant to Section 
302 of the Sarbanes-Oxley Act of 2002

32.01 
  

Certification of Principal Executive Officer and Principal Financial Officer pursuant to 18 U.S.C. Section 1350 as 
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its 
behalf by the undersigned thereunto duly authorized.  
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 LaPorte Bancorp, Inc.

November 5, 2008 /s/ Lee A. Brady
Date  Lee A. Brady,

 President and Chief Executive Officer

November 5, 2008  /s/ Michele M. Thompson
Date  Michele M. Thompson,

Executive Vice President and
Chief Financial Officer
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Exhibit 31.01 

Certification of Principal Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) as adopted pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002  

I, Lee A. Brady, certify that:  
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 1. I have reviewed this report on Form 10-Q of LaPorte Bancorp, Inc.; 

 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report; 

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 

all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-13(f) and 15d-15(f)) for the registrant and have: 

 

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

 
b. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 

our conclusion about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

 
c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 

financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize 
and report financial information; and 

 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role 

in the registrant’s internal control over financial reporting. 

November 5, 2008  /s/ Lee A. Brady
Date  Lee A. Brady

 

President and Chief Executive Officer 
LaPorte Bancorp, Inc.
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Exhibit 31.02 

Certification of Principal Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) as adopted pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002  

I, Michele M. Thompson, certify that:  
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 1. I have reviewed this report on Form 10-Q of LaPorte Bancorp, Inc.; 

 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report; 

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 

all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-13(f) and 15d-15(f)) for the registrant and have: 

 

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

 
b. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 

our conclusion about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

 
c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 

financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize 
and report financial information; and 

 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role 

in the registrant’s internal control over financial reporting. 

November 5, 2008  /s/ Michele M. Thompson
Date  Michele M. Thompson

 

Executive Vice President and
Chief Financial Officer 
LaPorte Bancorp, Inc.
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Exhibit 32.01 

Certification of Principal Executive Officer and Principal Financial Officer pursuant to 18 U.S.C. Section 1350 as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002  

In connection with the quarterly report on Form 10-Q of LaPorte Bancorp, Inc. (the Registrant) for the quarter ended September 30, 
2008 as filed with the Securities and Exchange Commission, the undersigned hereby certify pursuant to 18 U.S.C. Section 1350, as 
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:  
  

  

  

This certification accompanies each report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the 
extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Registrant for purposes of Section 18 of the Securities 
Exchange Act of 1934, as amended.  
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1. Such Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; 

and 

 
2. The information contained in such Form 10-Q fairly presents, in all material respects, the financial condition and results of 

operations of the Registrant. 

November 5, 2008  /s/ Lee A. Brady
Date  Lee A. Brady

 

President and Chief Executive Officer 
LaPorte Bancorp, Inc.

November 5, 2008 /s/ Michele M. Thompson
Date  Michele M. Thompson

 

Executive Vice President and
Chief Financial Officer 
LaPorte Bancorp, Inc.
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