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value $2.50 per share.
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PART 1

Item 1: Business

Codorus Valley Bancorp, Inc. (Codorus Valley or Corporation) is a Pennsylvania business corporation, incorporated on October 7, 1986. On
March 2, 1987, Codorus Valley became a bank holding company, under the Bank Holding Company Act of 1956. PeoplesBank, A Codorus
Valley Company (PeoplesBank) is its wholly owned bank subsidiary. SYC Realty Co., Inc. is its wholly owned nonbank subsidiary. Codorus
Valley s business consists primarily of managing PeoplesBank, and its principal source of income is dividends received from PeoplesBank. On
December 31, 2006, Codorus Valley had total consolidated assets of $548 million, total deposits and other liabilities of $505 million, and total
shareholders equity of $43 million.

ltem 1: Business 3
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Bank subsidiary

PeoplesBank, organized in 1934, is a Pennsylvania chartered bank. It is not a member of the Federal Reserve System. PeoplesBank offers a full
range of business and consumer banking services through fourteen financial centers located throughout York County, Pennsylvania. It also
offers investment, insurance, trust and real estate settlement services. PeoplesBank also operates a loan production office in Towson, Maryland.
The Federal Deposit Insurance Corporation insures the deposits of PeoplesBank to the maximum extent provided by law. On December 31,
2006, PeoplesBank had total loans of $407 million and total deposits of $457 million. PeoplesBank s market share of deposits for York County,
PA was approximately 7.3 percent as of June 30, 2006, the latest available date.

PeoplesBank is not dependent on deposits or exposed to a loan concentration to a single customer, or a small group of customers. Therefore,
losses of a single customer, or small customer group, would not have a material adverse effect on the financial condition of PeoplesBank. At
year-end 2006, the largest indebtedness of a single PeoplesBank client was $5,849,000 or 1.4 percent of the total loan portfolio, which was
within the regulatory lending limit.

Most of the Corporation s business is with customers in York County, Pennsylvania and northern Maryland. Although this may pose a
concentration risk geographically, we believe that the diverse local economy and detailed knowledge of the customer base minimizes this risk.
At year-end 2006, the Corporation had one industry concentration that exceeded 10 percent of the total loan portfolio, real estate construction
and land development, which was 22.5 percent of the portfolio. Comparatively, at year-end 2005 real estate construction and land development
was 20.2 percent of the portfolio, and commercial real estate leasing was 11.0 percent of the portfolio. Commercial leasing pertains to borrowers
who lease real estate for business purposes. Loans to borrowers within these industries are usually collateralized by real estate.

Codorus Valley Financial Advisors, Inc. is a wholly owned subsidiary of PeoplesBank that sells non-deposit investment products. Prior to its
name change in December 2005, this subsidiary was titled SYC Insurance Services, Inc., which began operations in January 2000. Products sold
by Codorus Valley Financial Advisors, Inc. are not FDIC insured, are not obligations of or guaranteed by PeoplesBank and are subject to
investment risk including the possible loss of principal.

SYC Settlement Services, Inc. is a wholly owned subsidiary of PeoplesBank that provides real estate settlement services. SYC Settlement began
operations in January 1999.

Historically, Codorus Valley Financial Advisors, Inc. and SYC Settlement Services, Inc. have not had a material impact on consolidated
operating results.
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Nonbank subsidiaries

In June 2006, Codorus Valley formed CVB Statutory Trust No. 2, a wholly-owned special purpose subsidiary whose sole purpose was to
facilitate a pooled trust preferred debt issuance of $7,217,000. In November 2004, Codorus Valley formed CVB Statutory Trust No. 1 to
facilitate a pooled trust preferred debt issuance of $3,093,000.

On June 20, 1991, SYC Realty was incorporated as a wholly owned subsidiary of Codorus Valley. Codorus Valley created this nonbank
subsidiary primarily for the purpose of disposing of selected properties obtained by PeoplesBank in satisfaction of debts previously contracted.
SYC Realty commenced business operations in October 1995. To date, the financial impact of this subsidiary s operations on Codorus Valley and
PeoplesBank has not been material.

Employees

At year-end 2006, PeoplesBank employed 146 full-time employees and 43 part-time employees, which equated to 168 full-time equivalents.
Employees are not covered by a collective bargaining agreement and management considers its relations with employees to be satisfactory.

Segment Reporting

Management has determined that it operates in only one segment, community banking. The Corporation s non-banking activities are insignificant
to the consolidated financial statements.

Segment Reporting 4
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Competition

The banking industry in PeoplesBank s service area, principally York County, Pennsylvania, and northern Maryland, specifically, Baltimore,
Harford and Carroll counties, is extremely competitive. PeoplesBank competes through service, price and by leveraging its hometown image. It
competes with commercial banks and other financial service providers such as thrifts, credit unions, consumer finance companies, investment
firms and mortgage companies. Some financial service providers operating in PeoplesBank s service area operate on a national and regional scale
and possess resources that are greater than PeoplesBank s.

Supervision and regulation

Codorus Valley is registered as a bank holding company and is subject to regulation by the Board of Governors of the Federal Reserve System
(Federal Reserve) under the Bank Holding Company Act of 1956, as amended. The Bank Holding Company Act requires bank holding
companies to file periodic reports with, and is subject to examination by, the Federal Reserve. The Federal Reserve has issued regulations under
the Bank Holding Company Act that require a bank holding company to serve as a source of financial and managerial strength to its subsidiary
banks. As a result, the Federal Reserve may require Codorus Valley to use its resources to provide adequate capital funds to PeoplesBank during
periods of financial stress or adversity.

The Bank Holding Company Act prohibits Codorus Valley from acquiring direct or indirect control of more than 5 percent of the outstanding
voting stock of any bank, or substantially all of the assets of any bank, or merging with another bank holding company, without the prior
approval of the Federal Reserve. The Pennsylvania Department of Banking must also approve any similar transactions. Pennsylvania law
permits Pennsylvania bank holding companies to control an unlimited number of banks.
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The Bank Holding Company Act restricts Codorus Valley to activities that the Federal Reserve has found to be closely related to banking, and
which are expected to produce benefits for the public that will outweigh any potentially adverse effects. Therefore, the Bank Holding Company
Act prohibits Codorus Valley from engaging in most nonbanking businesses, or acquiring ownership or control of more than 5 percent of the
outstanding voting stock of any company engaged in a nonbanking business, unless the Federal Reserve has determined that the nonbanking
business is closely related to banking. Under the Bank Holding Company Act, the Federal Reserve may require a bank holding company to end a
nonbanking business if it constitutes a serious risk to the financial soundness and stability of any bank subsidiary of the bank holding company.

The operations of PeoplesBank are subject to federal and state statutes applicable to banks chartered under the banking laws of the
Commonwealth of Pennsylvania and whose deposits the Federal Deposit Insurance Corporation (FDIC) insures.

The FDIC is the primary federal regulator of PeoplesBank. It regularly examines banks in such areas as loss allowances, loans, investments,
management practices and other aspects of operations. These examinations are designed for the protection of PeoplesBank s depositors rather
than Codorus Valley s shareholders. PeoplesBank must furnish annual and quarterly reports to the FDIC.

Federal and state banking laws and regulations govern such things as: the scope of a bank s business, permissible investments, the reserves
against deposits a bank must maintain, the types and terms of loans a bank may make and the collateral it may take, the activities of a bank with
respect to mergers and consolidations, the establishment of branches, and the sale of nondeposit investment products by the bank and its
insurance subsidiary. The Pennsylvania Insurance Department, the Securities and Exchange Commission (SEC) and the National Association of
Securities Dealers (NASD) control and supervise the licensing and activities of employees engaged in the sale of nondeposit investment
products.

Pennsylvania business and banking laws restrict dividend payments if such payment would render the Corporation insolvent or result in negative
net worth, and the Corporation and PeoplesBank are subject to regulatory capital requirements. More information about dividend restrictions and
capital requirements can be found in Note 10-Regulatory Matters, to the 2006 financial statements.

The Federal Reserve Act imposes restrictions on a subsidiary bank of a bank holding company, such as PeoplesBank. The restrictions affect
extensions of credit to the bank holding company and its subsidiaries, investments in the stock or other securities of the bank holding company
and its subsidiaries, and taking such stock or securities as collateral for loans. The Federal Reserve Act and the Federal Reserve regulations also
place limitations and reporting requirements on extensions of credit by a bank to the principal shareholders of its parent holding company,
among others, and to related interests of such principal shareholders. In addition, such legislation and regulation may affect the terms upon
which any person becoming a principal shareholder of a holding company may obtain credit from banks with which the subsidiary bank
maintains a correspondent relationship.

Supervision and regulation 5
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PeoplesBank and the banking industry, in general, are affected by the monetary and fiscal policies of government agencies, including the Federal
Reserve. Through open market securities transactions and changes in its federal funds and discount rates and reserve requirements, the Federal
Reserve exerts considerable influence over the cost and availability of funds for lending and investment.

A brief discussion of selected federal agency pronouncements that affect Codorus Valley and/or PeoplesBank follows.
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Sarbanes-Oxley Act of 2002 The Sarbanes-Oxley Act (SOA) was signed into law in July 2002 and applies to all companies, both U.S. and
non-U.S, that file periodic reports under the Securities Exchange Act of 1934. The stated goals of the SOA are to increase corporate
responsibility, to provide for enhanced penalties for accounting and auditing improprieties at publicly traded companies and to protect investors
by improving the accuracy and reliability of corporate disclosures pursuant to the securities laws. The SOA is the most far-reaching U.S.
securities legislation enacted in some time. The SEC is responsible for establishing rules to implement various provisions of the SOA. The SOA
includes very specific disclosure requirements and new corporate governance rules, requires the SEC and securities exchanges to adopt
extensive additional disclosure, corporate governance and other related rules and mandates further studies of certain issues by the SEC. The
SOA represents significant regulation of the accounting profession, and has greatly impacted state corporate law, such as the relationship
between a board of directors and management and between a board of directors and its committees.

Section 404 of the SOA became effective for the year ended December 31, 2004, for companies whose public float (the product of outstanding
shares times the share price on a specified date) was above $75 million. For smaller companies, including Codorus Valley, the effective date,
after several postponements, is the fiscal year ending on or after December 15, 2007. Section 404 requires publicly held companies to document,
test and certify that their internal control systems over financial reporting are effective. Additionally, it presently requires the Corporation s
independent auditors to audit and issue an attestation report on management s internal control assessment covering the first fiscal year ending on
or after December 15, 2008. Compliance costs associated with Section 404 will increase in the period ahead, but management does not expect
these costs to be material.

USA Patriot Act of 2001 In October of 2001, the USA Patriot Act of 2001 was enacted to strengthen U.S. law enforcement s and the
intelligence communities abilities to work cohesively to combat terrorism on a variety of fronts. The Patriot Act contains sweeping anti-money
laundering and financial transparency laws and imposes various regulations on financial institutions, including standards for verifying client
identification at account opening, and rules to promote cooperation among financial institutions, regulators and law enforcement entities in
identifying parties that may be involved in terrorism or money laundering.

Periodically, various types of federal and state legislation are proposed that could result in additional regulation of, and restrictions on, the
business of Codorus Valley and PeoplesBank. It cannot be predicted whether such legislation will be adopted or, if adopted, how such legislation
would affect the business of Codorus Valley and its subsidiaries. As a consequence of the extensive regulation of commercial banking activities
in the United States of America, Codorus Valley and PeoplesBank s business is particularly susceptible to being affected by federal legislation
and regulations that may increase the cost of doing business. Except as specifically described above, management believes that the effect of the
provisions of the aforementioned legislation on the liquidity, capital resources, and results of operations of Codorus Valley will not be material.
Management is not aware of any other current specific recommendations by regulatory authorities or proposed legislation, which, if they were
implemented, would have a material adverse effect upon the liquidity, capital resources or results of operations. However, the general cost of
compliance with numerous and multiple federal and state laws and regulations does have, and in the future may have, a negative impact on
Codorus Valley s results of operations.

Other information

This Annual Report on Form 10-K is filed with the Securities and Exchange Commission (SEC). Copies of this document and other SEC filings
by Codorus Valley Bancorp, Inc. may be obtained electronically at PeoplesBank s website at www.peoplesbanknet.com (select Investor
Relations, then select SEC filings), or the SEC s website at www.sec.gov/edgarhp.htm. Copies can also be obtained
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without charge by writing to: Treasurer, Codorus Valley Bancorp, Inc., P.O. Box 2887, York, PA 17405-2887.

Other information 6
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Item 1A: Risk Factors

An investment in the Corporation s common stock is subject to risks inherent to the Corporation s business. The material risks and uncertainties
that management believes affect the Corporation are described below. Before making investment decisions, carefully consider these risks and
uncertainties together with all of the other information included or incorporated by reference in the report. These risks and uncertainties are not
the only ones facing the Corporation. Additional risks and uncertainties that management is not aware of or focused on, or currently deems
immaterial, or are not controllable by management may also impair the Corporation s business operations. This report is qualified in its entirety
by these risk factors.

If any of the following risks occur, the Corporation s financial condition and results of operations could be materially and adversely affected. If
this were to happen, the value of the Corporation s common stock could decline significantly, and you could lose all or part of your investment.

Changes in market interest rates may adversely affect our earnings and financial condition.

The Corporation s earnings and cash flows are largely dependent upon its net interest income, which is subject to interest rate risk due to
fluctuations in market interest rates. We are unable to predict changes in market interest rates, which are affected by many factors beyond our
control, including inflation, unemployment, money supply, and domestic and international events, among others. We attempt to manage interest
rate risk, in part, by controlling the mix of interest rate sensitive assets and interest rate sensitive liabilities. However, interest rate risk
management is not an exact science. A rapid increase or decrease in market interest rates could adversely affect our financial performance.
During 2006, the flat (and sometimes inverted) US treasury yield curve environment that prevailed resulted in a significant increase in funding
costs without a commensurate increase in asset yields, which lowered net interest margin. A flat yield curve, a growing reliance on interest rate
sensitive funding sources, and competitive pricing pressures can all adversely affect net interest income and margin. In the period ahead,
management expects that some or all of these factors could continue to constrain net interest income and margin. Interest rate risk is discussed
under Item 7A-Quantitative and qualitative disclosures about market risk, and is incorporated herein by reference.

The Corporation is subject to credit risk.

The Corporation is subject to credit risk if loan customers do not repay their loans according to the terms of their loans, and the collateral
securing the payment of loans is insufficient to assure repayment. The Corporation may experience significant credit losses, which could have a
material adverse effect on its operating results. In an economic downturn or recession, our credit risk could increase. Management makes various
assumptions and judgments about the collectability of its loan portfolio, including the creditworthiness of its borrowers and the value of the real
estate and other assets serving as collateral for the repayment of many of its loans. Credit risk is discussed under the Credit Risk Management
and Nonperforming Assets sections of this report, which are incorporated herein by reference.

The Corporation s allowance for possible loan losses may be insufficient.

Management makes significant estimates in determining the allowance for loan losses. Management considers a variety of factors in establishing
this estimate such as current economic conditions, diversification of the loan portfolio, delinquency statistics, results of internal loan reviews,
financial and managerial strength of borrowers, adequacy of collateral, if collateral dependent, or present value of future cash flows and other
relevant factors. Estimates related to the value of collateral also have a significant impact on whether or not management continues to accrue
income on delinquent loans and on the amounts at which foreclosed real estate is recorded on the statement of financial condition. In
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addition, bank regulatory agencies periodically review the Corporation s allowance for loan losses and may require an increase in the provision
for loan losses or the recognition of further loan charge-offs, based on judgments different from management. Any increases in the allowance for
loan losses will result in a decrease in net income, and possibly capital, and may have a material adverse effect on the Corporation s financial
condition and results of operations. The adequacy of the allowance is discussed under the Allowance for Loan Losses section of this report and
is incorporated herein by reference.

The trading volume in the Corporation s common stock is less than that of other larger financial services companies.

Codorus Valley s common stock is listed on the NASDAQ Global Market under the symbol CVLY. The trading volume in its common stock is
less than that of other larger financial companies. A public trading market having the desired characteristics of depth, liquidity and orderliness
depends on the presence in the marketplace of willing buyers and sellers of the Corporation s common stock at any given time. This presence
depends on the individual decisions of investors and general economic and market conditions over which the Corporation has no control. Given
the lower trading volume of the Corporation s common stock, significant sales of the Corporation s common stock, or the expectation of these
sales, could cause the Corporation s stock price to languish or fall.

The Corporation is subject to extensive governmental regulation and supervision.
Periodically, federal and state legislation is proposed that could result in additional regulation of, or restrictions on, the business of Codorus

ltem 1A: Risk Factors 7
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Valley and its subsidiaries. At present, banking regulators are considering modifications to the risk-based capital framework to enhance its risk
sensitivity. The proposal is expected to provide a banking organization the ability to elect to adopt the proposed revisions or remain subject to
existing risk-based capital rules. In December 2006, banking regulators provided guidance that describes sound risk management practices that
are important for an institution, like Codorus Valley, that has strategically decided to concentrate in real estate lending. Other than proposed
modifications to the risk-based capital framework, and the recent final ruling on concentrations in commercial real estate lending, management
is not aware of any current specific recommendations by regulatory authorities or proposed legislation, which, if they were implemented, would
have a material adverse effect upon the liquidity, capital resources, or results of operations. However, the general cost of compliance with
numerous and multiple federal and state laws and regulations does have, and in the future may have, a negative impact on Codorus Valley s
results of operations. Governmental regulation is discussed in Item I, under the Supervision and Regulation section within this report and is
incorporated herein by reference.

Item 1B: Unresolved Staff Comments
Not applicable.

Item 2: Properties

Codorus Valley owns the following property, subject to two liens. A regional financial institution holds a first lien for approximately $1.6
million and Codorus Valley s wholly owned subsidiary PeoplesBank holds a second lien for approximately $1.8 million.

Codorus Valley Corporate Center The Corporate Center is located at 105 Leader Heights Road, York Township, York, PA. This facility
serves as the corporate headquarters and is approximately 40,000 square feet. Approximately sixty-seven percent of the leasable space is
leased to PeoplesBank and the remaining thirty-three percent is leased to nonaffiliated parties. The Corporate Center is adjacent to
PeoplesBank s Data Operations Center and the Leader Heights banking office.
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PeoplesBank owns the following properties without liens:

Glen Rock Office Located at 1 Manchester Street in the borough of Glen Rock, PA. Two bank-owned parking lots are located nearby on
Hanover Street and at 7 Manchester Street in the borough of Glen Rock.

Jacobus Office Located at 1 North Main Street in the borough of Jacobus, PA.

Jefferson Office Located at 6 Baltimore Street in Jefferson Borough, PA. A bank-owned parking lot is located nearby at 10 Baltimore
Street in Jefferson Borough.

York New Salem Office Located at 320 North Main Street in the borough of York New Salem, PA.

Leader Heights Office This facility serves as both a banking office and data operations center. It is located at 109 Leader Heights Road in
York Township, PA.

Cape Horn Office Located at 2587 Cape Horn Road, Red Lion in Windsor Township, PA.

East York Office Located at 2701 Eastern Boulevard, York in Springettsbury Township, PA.

PeoplesBank leases the following properties:

Stewartstown Office Located at 2 Ballast Lane in the borough of Stewartstown, PA. This office is a 1,278 square foot unit of a business
complex known as Village Square at Stewartstown. The lease, signed November 29, 1993, is for a twenty-year term with four five-year
term renewal options.

ltem 2: Properties 8
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South Hanover Office Located at 1400 Baltimore Street, Hanover in Penn Township, PA. This office is a 1,850 square foot unit adjacent
to a Rutter s Farm Store and gas station. The capital lease, effective February 1, 2001, is for a fifteen-year term with three five-year term
renewal options.

East Market Street Office Located at 48 East Market Street, York City, PA. The office is approximately 685 square feet and located in the
lobby entrance of the historic Yorktowne Hotel. The lease, effective February 1, 2006, is for a five-year term with one five-year renewal
option.

West Philadelphia Street Office Located within the Susquehanna Commerce Center at 221 W. Philadelphia Street, York City, PA. This
office is a 2,814 square foot unit located in the City of York. The lease, effective December 10, 2002, is for an eight-year term with two
five-year term renewal options.

Brogue Office Located at 2510 Delta Road in Chanceford Township, PA. This office is a 1,600 square foot portion of a business complex
known as Brogue Center. The lease, effective November 5, 2004, is for a five-year term with five five-year term renewal options.

West York Office Located at 1477 Carlisle Road in West Manchester Township, PA. This office is a 2,800 square foot unit. The lease,
effective December 1, 2004, is for a ten-year term with three five-year term renewal options.

Table of Contents

New Freedom Office Located at 26 East Main Street, New Freedom Borough, PA. This office is a 1,600 square foot building. The lease,
effective September 20, 2004, is for a ten-year term with five-year renewal options.

Towson Loan Production Office Located at 40 West Chesapeake Avenue, Towson, MD. This 266 square foot office space is located on
the 6™ floor of the 40 West Chesapeake Building and is used as a loan production office (LPO). The lease, effective December 1, 2005, is
renewable annually.

All of the above properties are located in York County, Pennsylvania, with the exception of the Towson LPO which is located in Towson,
Maryland and, in the opinion of management, are adequate for the business purposes of Codorus Valley and its subsidiaries.

Item 3: Legal proceedings

There are no legal proceedings pending against Codorus Valley Bancorp, Inc. or any of its subsidiaries which are expected to have a material
impact upon the financial position and/or operating results of the Corporation. Management is not aware of any proceedings known or
contemplated by governmental authorities.

Item 4: Submission of matters to a vote of security holders

No matters were submitted to a vote of security holders during the fourth quarter of 2006.

ltem 4: Submission of matters to a vote of security holders 9
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PART II

Item 5: Market for Codorus Valley Bancorp, Inc. s common equity, related shareholder matters and
issuer purchase of equity securities

Market Information

The shares of Codorus Valley Bancorp, Inc. are traded on the NASDAQ Global Market under the symbol CVLY. Codorus Valley had
approximately 939 registered shareholders of record as of December 31, 2006. The following table sets forth high and low sales prices and
dividends paid per share for Codorus Valley as reported by NASDAQ during the periods indicated. The sales prices and cash dividends per
share listed are adjusted for stock dividends.

2006 2005
Dividends Dividends
Quarter High Low per share High Low per share
First $ 19.50 $ 1725 $ 0.118 $ 17.70 $ 1598 $ 0.108
Second 19.52 17.61 0.118 17.91 15.96 0.108
Third 19.05 17.86 0.124 18.80 15.43 0.113
Fourth 21.25 18.38 0.129 18.11 16.33 0.118

Codorus Valley has a long history of paying quarterly cash dividends on its common stock. Codorus Valley presently expects to pay future cash
dividends at levels comparable with those of prior years. However, the payment of such dividends will depend primarily upon the earnings of its
subsidiary, PeoplesBank. Management anticipates that substantially all of the funds available for the payment of dividends by Codorus Valley
will be derived from dividends paid to it by PeoplesBank. The payment of cash dividends is also subject to restrictions on dividends and capital
requirements as reported in Note 10-Regulatory Matters.

The Corporation maintains various employee, director and shareholder benefit plans that could result in the issuance of its common stock. The
information appearing in Note 11-Benefit Plans, and Note 12-Stock-Based Compensation within this report pertains to these plans. Information
pertaining to new plans, approved by the Board of Directors and subject to shareholder approval, are included in the 2007 Proxy Statement,
which is incorporated herein by reference.

On October 14, 2004, the Corporation issued a press release, which was also filed on Form 8-K, announcing that its Board of Directors
authorized the purchase, in open market and privately negotiated transactions, of up to 4.9 percent or approximately 146,000 shares of its then
outstanding common stock. As of December 31, 2006, no shares of common stock were acquired under this authorization.

11
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Shareholder Total Return Performance Graph

The following graph compares the yearly dollar change in the cumulative total shareholder return on Codorus Valley Bancorp, Inc. s common
stock against the cumulative total return of the SNL Mid-Atlantic Bank Index and the NASDAQ Composite Index for the period of five fiscal
years commencing January 1, 2002, and ending December 31, 2006. The graph shows the cumulative investment return to shareholders based on
the assumption that a $100 investment was made on December 31, 2001 in each of Codorus Valley s common stock, the SNL Mid-Atlantic Bank
Index and the NASDAQ Composite Index. We computed returns assuming the reinvestment of all dividends. The shareholder return shown on

Shareholder Total Return Performance Graph 10
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the following graph is not indicative of future performance.

Fiscal Year Ending
Company/Index/Market 12/31/01  12/31/02  12/31/03  12/31/04 12/31/05 12/31/06
Codorus Valley Bancorp, Inc. 100.00 121.49 180.33  179.01 194.45  230.97
SNL Mid-Atlantic Bank Index 100.00 76.91 109.35 11582 117.87 141.46
NASDAQ Composite Index 100.00 69.75 10488 113.70 116.19 128.12
12
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Item 6: Selected financial data
2006 2005 2004 2003 2002
Summary of operations (in thousands)
Interest income $ 33,319 $ 25572 $ 20469 $ 19964 $ 20,674
Interest expense 15,077 9,149 6,545 6,898 8,907
Net interest income 18,242 16,423 13,924 13,066 11,767
Provision for loan losses 650 775 420 553 515
Noninterest income 5,465 5,003 4,626 4,380 3,534
Noninterest expense 15,890 14,482 12,769 12,290 11,008
Income before income taxes 7,167 6,169 5,361 4,603 3,778
Provision for income taxes 1,845 1,552 1,353 1,171 677
Net income $ 5,322 $ 4,617 $ 4,008 $ 3432  $ 3,101
Per common share
(adjusted for stock dividends)
Net income, basic $ 1.53 $ 1.33 $ 1.16 $ 1.00 $ 0.90
Net income, diluted $ 1.49 $ 130 $ 1.14  $ 099 $ 0.90
Cash dividends paid $ 0.49 $ 045  $ 042  $ 039 § 0.37
Stock dividends distributed 10%* 5% 5% 5% 5%
Book value $ 12.21 $ 11.11 $ 10.38  § 980 §$ 9.36
Cash dividend payout ratio 32.0% 33.6% 36.3% 38.7% 40.7%
Weighted avera