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Dear Shareholder,

A look back on fiscal 2002 reveals a busy and
productive year for First Federal Bancorp, Inc. Nearly
two years of effort have resulted in the successful
conversion of our data processing services to Aurum
Technology, Inc., under their Miser system. This
project was undertaken for several reasons, including
reducing and controlling  costs,
improving efficiencies in our overall
operations, expanding the services
First Federal can offer to its customers
and remaining in the forefront
of technological leadership in our
industry, to name a few.

As a result of our conversion to the
Miser platform, First Federal has been
able to partner with many new vendors and install
state-of-the-art technology that was not as readily
available under our previous data processing provider.
Major components of these new capabilities are
the Internet Banking and Bill Pay services that
are now accessible from our Web site at
www firstfedonline.com. The Web address was
changed at the same time as these new Internet

services became available to coincide with a new and
expanded Web site. Another key enhancement, as a
result of the conversion, is our new teller/platform
system. This new system is much more user-friendly,
making training and transaction times faster.

Further efficiencies have come with changes to our
consumer loan software. As part of the
conversion, First Federal also upgraded
all of its data
capabilities to improve its current
performance and to position itself for
future growth and expansion of services.
Currently, First Federal has set its sights
on exploring other partnerships that we
hope will lead to even more operational
efficiencies and reductions in operating costs.

communications

First Federal also made an investment this year by
relocating the Newcomerstown branch office to a
brand new site and a newly constructed facility.
The new office opened at 220 East State Street in
Newcomerstown on September 23, offering drive-
thru and ATM services that were not available at the
old, storefront office on Main Street. A VIP reception
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Many doors of opportunity have opened for
First Federal throughout the past year. The
merger of a major, competing local bank with
an out-of-town bank provided us with the
momentum to launch some of the most
aggressive marketing tactics that Ohio’s banking
industry has seen.

Now Leaving Zanesville,” while the copy told of
how big bank mergers affect customers by
increasing fees, decreasing service and pulling
money out of town,

This campaign managed to be provocative,
while at the same time it preserved the friendly,

This merger left First Federal

*

hometown feeling of previous

. ) marketing efforts. Its message

as the largest locally owned, VOUR R _@o truly hit home with customers
locally controlled bank in Now F@@@:@@ attracting both attention and
Zanesville, Ohio, and it was E_Z_M@GEFF@ business to First Federal. The ads

perfect timing to drive home the
advantages of doing business

with a stable, hometown bank in
an ever-changing industry.

served as forceful reminders not
to be blinded by the promises
that bigger bank chains offer at

the expense of customer service.

A compelling series of ads

First Federal thrives on its

comat

were created to run in the local

strength as an independent

newspaper. On the exact day the

e S T

bank and won't relinquish its

competing bank announced their
merger using a full-page ad, First Federal ran an
ad of its own. The visual displayed a sign typical
of the city limit signs you would find on the side
of the road. The headline read, “Your Money is

commitment to serve the
customers and community from which it
prospers. For years to come, First Federal
will remain a fixture of stability on the landscape

of eastern Ohio.
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Our future builds off of the strong roots
we have established through our investment
in people and technological resources. With
the addition of our newest branch located in
Newcomerstown, Ohio, we have expanded our
ability to provide some of the most convenient,
up-to-date banking services.

Throughout the past year, we have seen first-
hand the successful integration of numerous
advances in the Bank's technology, including a
conversion of our data processing services and
the implementation of additional Internet
Banking services. Staying at the forefront of
technology and emerging bank trends helps to
ensure our progress for years to come.

This progressive outlook is further
exemplified by the diversity of our lending
operations. Commercial loans experienced an
increase of 4.4 percent over fiscal 2001, with
additional growth in non-residential loans.

Lending to the growth of the community is a
foothold of stability for the Bank, for customers
and for shareholders, alike. It demonstrates our
dedication to continue prospering and thriving
in the very place we
call home. 1t is the
defining nature of
First Federal and our
vision for success.
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First Federal Bancorp, Inc., an Ohio corporation (“Bancorp”), is a unitary savings and loan holding company which owns all of the issucd and outstanding
common stock of First Federal Savings Bank of Eastern Ohio, a federal savings bank incorporated under the laws of the United States (“First Federal”). On
July 14, 1992, Bancotrp acquired all of the common stock issued by First Federal upon its conversion from a mutual federal savings bank to a stock federal
savings bank (the “Conversion”). Bancorp's activities have been limited primarily to holding the common stock of First Federal.

Serving the Zanesville area for over 100 years, First Federal conducts business from its main office at Fifth and Market Streets in downtown Zanesville and
from five full-service branch offices located throughout Muskingum, Coshocton and Tuscarawas Counties. First Federal is engaged principally in the business
of making first mortgage loans to finance the purchase, construction or improvement of one- to four-family residential real estate and loans secured by
multifamily real estate (over four units) and nonresidential real estate. The origination of consumer loans, particularly automobile loans, also constitutes a
significant portion of First Federal’s lending activities. Loan funds are obtained primarily from savings deposits and loan repayments.

As a savings and loan holding company, Bancorp is subject to regulation, supervision and examination by the Office of Thrift Supervision of the United States
Department of the Treasury (the “OTS"). As a savings bank chartered under the laws of the United States, First Federal is also subject to regulation, supervision
and examination by the OTS. Because its deposits are insured up to applicable limits by the Federal Deposit Insurance Corporation (the “FDIC"), First Federal
is subject to regulation and examination by the FDIC. First Federal is also a member of the Federal Home Loan Bank (the “FHLB") of Cincinnati.
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The jollowing table sets forth certain information conceining the consolidated financial condition and results of operations of First Federal as of and for the

periods indicated:

Selected financial information and other data

Total amount of:
Assets
Mortgage-backed secur
Loans receivable - net

es

Federal funds sold and other short-term investments
Interest-bearing deposits in other financial institutions

Investment securities and FHLB stock
Deposits
Borrowed funds
Stockholders' equity

Number of:
Real estate loans outstanding
Consumer loans outstanding
Deoosit accounis

Summary of operations

Total interest income
Total interest expense

Net interest income
Provision for loan losses

Net mterest income after provision for loan losses

Noninterest income

Noninterest expense

Income before federal income tax

Provision {or federal income taxes

Net income

Basic earnings per share

Diluted earnings per share

Cash dividend declared per share

Weighted average common and
comrron equivalont shares
Basic
Diluted

Full service offices . . .. . .

2002

§ 226451
416

185,525
1,500

698

14,286
157,688
45,719
21,294

2,551
6,537
16,969
A

2002

$ 15,832
7,031
8,801
357
8,444
1,395
6,857
2,882
1,015
1.867

A BB o
-
W

()

$

o

W A R

At or for the year ended September 30,

2001 2000 1949
(Dollars i thousands except for per share data)
234,769 $ 236,877 $ 209,860
614 739 969
203,404 207,049 178,949
1,500 0 25
996 1,386 2,497
14,535 14,711 13,496
146,251 158,720 145,120
66,796 58,205 45 568
19,976 18,118 17,652
2,619 2,634 2,713
7,536 7,836 6,759
17,784 18,898 19,786
N — e & .
2001 2000 19499
18,480 3 16,992 $ 15,639
10,303 9,787 8,662
8177 7,205 6,977
83 161 182
8,094 7,044 6,795
1,586 1,068 974
5,874 5,581 5,515
3,706 2,531 2,254
1,301 914 746
2,405 $ 1,617 $ 1,508
J7 $ 51 $ A7
73 $ 48 $ A4
A75 $ 16 $ A6
3,118,269 3,168,193 3,176,462
3,305,508 3,377,400 3,395,617

$

$

1998

213,502
1,256
169,623
13,375
0
15,629
147,689
47,995
16,500

2,833
6,485
21,085

N
S

1998

16,027
9,139

6,888
681
6,207
997
5216

1,988
659

1,329
A2
.38
A

3,150,532
3,505,014
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not limited to, trends in the level of nonperforming assets and classified loans, current and anticipated economic conditions in the primary lending arca, past
loss experience and probable losses arising from specific problem asscts. 1o a lesser exient, management also considers loan concentrations to single
borrowers and changes in the composition of the loan portfolio. While management believes that it uses the best information availahle w0 determine the
allowance for loan losses, unforeseen market conditions could result in adjustments, and net earnings could be significantly affected if circumstances differ
substantially from the assumptions used in making the final determination. See Exhibit 99.2 in Form 10-KSB, “Safc Harbor Uader the Private Securities
Litigation Reform Act of 1995,” which is incorporated hercin by reference.

Loans not secured by one- to four-family residential teal estate are gencrally considered to involve greater risk of loss than loans secured by one- to four-family
residential real estatc due, in part, to the effects of general economic conditions. The repayment of multifamily residential and nonrcsidential real estate
loans generally depends upon the cash flow from the operation of the property, which may be negatively affected by national and local economic conditions
that cause leases not to be renewed or that negatively affect the operations of a commercial borrower. Construction loans may also be negatively affected by
such economic conditions, particularly loans made to developers who do not have a buyer for a property before the loan is made. The risk of default on
consumer loans increases during periods of recession, high unemployment and other adverse economic conditions. When consumers have trouble paying
their bills, they are more likely to pay mortgage loans than consumer loans, and the collateral securing consumer loans, if any, may decrease in value more
rapidly than the outstanding balance of the loan.

Deposits increased by $11.4 million, or 7.79%, from $146.3 million at September 30, 2001, to $157.7 million at September 30, 2002. The increase is primarily
due to the increase in money market checking acoounts at September 30, 2002. Because cusiomers' uncertainty continues in regard to future interest rates
and the stock market, the Savings Bank has experienced increased growth in various checking products. As the uncertainty of future interest rates and the
stock market becomes more clear, it is unknown what impact that will have on the Bank’s short-term deposits. The balance of certificates of deposit decreased
$5.4 million to $81.0 million at September 30, 2002, from $86.4 million at September 30, 2001. At September 30, 2002, FHLB advances totaled $45.7 million,

. a.decrease of . ﬁ.wa 1 millinn fram the ﬂmm & million_ of advances mutetanding at Sentambor 20 N  Manacement heliouee that donneite urill inrvoaca durine

i

B i i T e e L RS S R R A e el 453 65 i

fiscal year 2003 and that it will not be necessary to fund the anticipated steady loan demand with further advances from the FHLB. No assurance can be
provided, howcver, that deposits will increase and that loan demand will remain steady. Deposit levels and loan demand are affected by national, as well as
local, interest rates, the attractiveness of alternative investments and other national and local economic circumstances,

Stockholders' equity was $21.3 million, or 9.40% of total assets, at September 30, 2002, compared to $20.0 million, or 8.51% of total assets, at September 30,
2001. The increase was attributable to $1.9 million in net income for the 2002 fiscal year and proceeds from exerciscd options of $393,000, less $629,000 in
dividends declared and paid and $312,000 used to purchase 44,726 shares of Bancorp.

September 30, 2002 and 2001

Bancorp reported net income for the 2002 fiscal year of approximately $1.9 million, compared to $2.4 million in fiscal year 2001. 'The most significant changes
from 2001 to 2002 were the $623,000 increase in nct interest income and the $274,000 increase in the provision for loan losses, a $191,000 decrease it
noninterest income, an increase of $983,000 in noninterest expense and a decrease of $286,000 in federal income tax expense.

Net interest income increased by $623,000 in fiscal year 2002 compared to fiscal year 2001. interest income decreased $2.6 million during fiscal year 2002
trom $18.5 million during tiscal year 2001. This decrease was a result of the average mortgage loan halance in 2002 being lower than the average mortgage
loan balance in 2001. Loan originations are affected by loan demand, which in turn is aftected by interest rates offered, general cconomic conditions and the
availability of funds tor lending activities. With the low rates, many loan customers have chosen fixed-rate loans over adjustable-rate loans. This has resulted
in selling more loans in the secondary market instcad of keeping the loans in First Federal's portfolio. If interest rates remain low and First Federal continues
to sell the fixed-rate loans, interest income will be reduced, as will the outstanding portfolio. If interest rates remain relatively stable or decrease during fiscal
year 2003, the adjustable-rate mortgage loan portfolio will reprice at lower rates, due to the lower interest rates. No assurance can be provided, however, that
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September 30, 2001 and 2000
¥irsi Federal's average interest tate spread increased from 3.18% in tiscal 2000 to 3.41% in tiscal 7001 because the average 7ate First Federal is earning on
interest-carning assets increascd more than the average rate Ficst Federal is paying on jnterest-hearing lahilities.
The provision for loan losses was $83,000 in the 2001 fiscal year, a decrease of $7/,000 {rom the 2000 fiscal yeac. Total delinquencics were 52.7 million, of

which $1.2 million were on consumer Joans at September 30, 2001 and $1.8 million, of which $800,000 were on consumer loans at September 30, 2000, Totat
nonacerual loans and accrining Joans that arc 90 days past due increased to $534,000 from $294,000.

Nonintevest income increased for fiscal year 2001 by $518,000 from fiscal 2000. This is a result of an increase of $472,000 in gains on loans sold, due o the
sclling of fized-tate loans, and the rccording of mortgage servicing rights on those loans, and an increase in other income of $67,000 and a decrease of $20,000
in service charges on deposit accounts.

Noninterest expenses inceeased by approximately $392,000 from fiscal 2000 to fiscal 2001. The increase is attributable to a $99,000 increase in data processing
costs. The prior fiscal year First Federal had received an $80,000 refund of overcharges from the data processor. In addition, salaries and benefits increased
$330,000, mainly duc to an increase in staff for a technology and a commercial loan position, an increase in entry-level wages and normal pay increases.
Occupancy expensc decreased $16,000 due to a decrease in furniture and fixture expensc. Other operating expenses remained stable.

The federal income tax provision increased by $387,000 from fiscal 2000 to fiscal 2001. The effective tax tate for fiscal year 2001 was 35.10% and 36.12% for 2000

Fivst Federal's Board of Dircctors has formulated an asset and liahility management policy designed to accomplish First Federal's principal financial objective of
enthancing longterm profitability while reducing its intcrest rate risk. The principal elements of such policy are to: (f) originate long-term, fixed-vate mortgage
loans primarily for sale; (it) emphasize the 2.@5&.53 of adjustable-rate loans; (i) originate high quality, shortterm consumer loans; (iv) maintain excess

iramatcdidar Lo sambodicenbes ol + I P ismobmasmaanteand () Lonetlhan shamabasitseaf ite linhilitoe ha caslriine lonaan tarm danacite . WMvet Tardowalle acent
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and liability management policy is designed to reduce the impact of changes in interest rates on its net interest income by achicving a more favorable match
between the maturity or repricing dates of its intercst-earning assets and intcrest-bearing liabilities.

First Federal has emphasized the origination of adjustablcrate mortgage Joans and consumer loans in order to more closely match the maturities or repricing
datcs of its interest-carning assets and its interestbearing liabilitics. It has, therefore, sold most of the fixed-rate loans it has originated in the last few years. The
origination of adjustable-rate morigage Joans in a low or decreasing interest rate environwaent, as the economy has been experiencing recently, is more difficult,
however due to the increased consvmer demand for fixed-rate movigage loans. First Fedcerat has, therefore, begun setaining a fow of its fixed-zatc mortpage loans.

Yy
b cecent years, First Federal has suessed shorttenm consumer lendiag, primarily the origination of automobile Toans. tn fiscal year 2007, the automobile Joans
decreased to $41.3 million from $45.2 million in fiscal year 2001, First Foderal intends to continue to maintain consurner loans at current levels or increase such
AMONats, ghﬁn:&.:ﬁ upon the demand for such loans. Consumer loans imay decrease, however, due to decreased demand or increased competition.

Firsi Federals interest mie spread is the principal determinant of income. The interest vate spread, and therefore net interest income, can vary considerably over
iime, becauss asset and liability repricing do not coincide. Morcover, the longterm or curwlative cffect of biterest rate changes can he substantial. Interest
rate risk is defined as the sensitivity ot an institution’s carnings and net assct value to changes in intecest rates. The management and Board of Divectors of
Vst Federal carefuully manage First Federal's exposuie to interest rate risk in a maner desigaed to maintin the projected four-quarter percentage change in
net intevest income and the projecied change in the market value of portiolio equily within the limits cstablished by the Board of Ditcctors assuming a
permanent and instantancous parallel shift in interest rates. The Board has cstablished parameters for the maximum absolute change in market valuc of portfolio
cquity at + 200 basis points at (40)% and at --100 basis points at (30)%. First Federal's projected change in the market value of its portfolio is 6% and (3)% at
September 30, 2002.
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seapital reguitiaenis,
Soplonner S0, 2002,

forth coriain informaton seearding 1

wions W racet cerain inininm o ollowi

st Pederal is required by {3
cogals compliance with applic

e veoulatory capital requiresnenis

Percent
Amopunt of assats
Wokiars i thovaanis)
aible nmc:m. $ 12,297 7.8%%
langible capital requirerna 3,422 1.50
XCESS % 14,495 6.35%
Core capital 517,017 1.85%
Core capital requireinent (1) 4.00
UXCESS 4 8,797 3.85%
fotal risk-based capiial 1.50%
Risk-based capital requirer 8.00
Excoss 5 1.50%

1

(1) Althouph the general required infmum core capital is 4.00%, savings assodiations that meat cortahy iequireinents may e povmittcd to mainiain minioum core capital of 3.0

vhe Gnancial staterments and relaved data presenied hercin have been prepared in ac CE._%:S witn wemerally acoepted accounting principles (“GAAPT), which
storical dollars withowt cousidering chaages in relative purchasiig power

A

_require the measurcaent of financial pusition and residts of operations in temus of

of money over time because of inflavon.

interest ates have a yaore

Unlike most 5%&:.5_ oa:%a nics, virtually 2l of the assets and liabilities of First Tederal arc monetary 1 naivre. As a result,
significant impact oo First Yederal's perforraance than the effects of general Tevels of fuflaiion. Inisiesi vates do not necessarily move in the sarae divection

or in the same :Sﬁd:ic as the prices of yoods aud services,

Cotubinadous” and No, 147,
Vinvolved

FOr Businges

"ACCOWTN

B (BEAS) Moo B
ciidi cHoct on the h::‘_?.::w at this thne since it has not bee

T vy 2001, the VASH (Financial Accounting m.::im,_‘gm Boaid) issned Siaieme
“Accountiug for Goodwill and Tntangible Assets.” These Staiemaents will have o
a *hosiness cortbination” subject to SFAS No. 141 and does not have p

other r:u:xm.v_c AssCEs suhject to SEAS No. 3 EL

cd Assers " which amends SPAS No. 121 he addressing

on Disposal

ssred SEAS No_ A
s 2t giscontinued operation wider Aceounting Pring ples Soard CE.::: No. 30, h

11 Avunst 2001, ihe FASK

*Aceounting fov vhe Tiopai

huginess segiments accounted for Sinement is eftective beginidng July

2002, 'he eftect of this Staement on the finandial position and resuis ot ope

nions of the :Z_@L:i s 0ot material,

veal cortections.,

and leascs, and made some minor tec

The 1

$also tecently issncd SEAS No. 145 and 8EAS No, 146, SFAS 144 covers debi extinguishments
Gains and losses on extinguishmaents of oo, m_?m; treated os #next _52,%;;_,« item vinder a previows siandavd, will no longer be considered :M.E_cd‘&:m_ﬁ
meept nnder very Bimitad conditions. Tz capiral lease is modifizd 1o a ope i will e treaced as a sate-teaschack instead of o cow lease, S948 No, 146
covers peconpting tor cosis m_m._Ean_.h_ W ,: exit or disposal aciivitics, sue rement renlaces
Vimerping tssnes Task oo (BE7E) 943, and is o be .:::: d arospcciively 1o odt o disposdl cetividies inbiated atter December 31, 2007, T0reqguires dhese
e Company docs not expect he elfeot of

1HATION Costs o 1_:1_3, 06 SEVETANCE Cosls,

costs {0 he wecosnized wher they are incuived sather thas ac date of commiiment (o o exit or disposal ofan,

ardsao e material,

Aadoption of these St
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As of September 30, 2002, the following are compensation plans under which equity securities of Bancorp are authorized for issuance:

Plan category

Equity compensatioa plans
approved by security holders

Equity compensation plans
not approved by security holders

Total

TV

Number of securities
to be issued upon
exarcise of
outstanding options,
warrants and rights

{a}

415,656

0

415,656

Weighted-average
exercise price of
outstanding options,
warrants and rights
{h)

$5.44

$5.44

Nutnber of securities
remaining available for future
issuance under equity
compensation plans
{excluding securities reflected
in column (a))

{c)

317,129

0

317,129
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Saptember 30

Assets
Cash and cue from panks
Interest-bedring deposits with banks
Cash and cash equivalenis
Interest-bearing deposits
Held-to-maturity securities
Loans, net of allowance for loan losses of $1,688,000 and
$1,605,000 in 2002 and 2001, respectively
Premises and eguinpmoent
Federal Home l.oan Banl stock
Interest receivable
Other

Total assets

bilities and Stockholders” Equity
Liabilities

Deposits

Short-term borrowings

ong-term debt

Accrued interest payable

Gther liabilities

Total hiabilities

Steckholders” Sruity

Preferred stock, $100 par value

Authorized—-1,000,000 shares, no shares issued and outstanding
Class A common, no par value

Authorized-- 2,000,000 shares;

fssued—3,303,400 shares

Outstanding 2002 -- 3,763,165 shares, 2001 -- 3,124,941 shaies
Retained earnings
Treasury siock, at cost

Common; 2002 - 40,235 shaves, 2001 -- 178,459 shares

Yotal stockholders’ equity

lotal liabilities and stockholders’ equity

Sce Motes to Consolidated Vinancial Statements

2002

$ A4723,753
1,500,000
6,223,753
658,000
10,110,104

195,525,552
7,163,805
4,591,300
1,265,491

873,305
$ 226,451,310

2002

§157,687,991
2,778,000
42,9M,048
347,682
1,402,318
205,157,031

3,823,153
17,751,308

(280,120}
21,294,271
$ 226,451,310

2001

§ 4,996,134
1,500,000
6,486,134

996,000
10,744,966

203,403,831
6,368,719
4,374,100
1,342,548
1,011,679

$ 234,768,977

2001

$ 146,250,668
28,840,000
37,956,03

527,966
1,223,360

214,793,033

3,743,514
17,170,780

{938,350)
19,975,944
$ 234,768,977
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Balance, October 1, 1999
Net income
Dividends on common siock, $.16 per share
Purchase of treasury stock
Sale of treasury stock from exercise of options

Balance, September 30, 2000
Net income
Dividends on common stock, $.175 per share
Purchase of treasury stock
Sale uf treasury stock from exercise of options

Balance, September 30, 2001
Net income
Dividends on common stock, $.195 per share
Purchase of treasury stock
Sale of treasury stock from exercise of options
Tax benefit of stock options

Balance, September 30, 2002

See Notes to Consolidated Financial Statements

Commaon
Stock

$ 3,736,076

3,736,076

7,438
3,743,514

79,639
$ 3,823,153

Retained
Earnings

$ 14,268,057
1,617,141
(505,215)

(34,856)

15,345,127
2,405,490
(546,078)
{33,759)
17,170,780

1,866,711
(629,487)

(656,696)

$ 17,751,308

Treasury
Stock
$ (351,865)
(667,938)
56,294

(963,509)

{(29,375)
54,534

{938,350)

(312,076)
970,236

$ (280,190

Total

$ 17,652,268
1,617,141
(505,215)
(667,938)
21,438

18,117,694
2,405,490
(546,078)
(29,375)
28,213

19,975,944
1,866,711
(629,487)
(312,076)
313,540
79,639

$ 21,2942
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Note T: Nature of Operations zmd Summary of Significant Accounting Policins

Matare of Opecazions

1

st ederal Tivacorp, Ine. (Company) is a unitary savings and loan holding comp 1y whose principal activity is the ownership and management of First
Federal Saviiigs Baak of Sasicen Ohio (Bank). The Bank operates under a fodesal thift charter and provides full hanking services in a single significant husiness

segrment. As a fedorally-charierved thiift, the Bank is subject to regvlation by the Ofice of Thrift Supervision, and the Federal Deposit Tnsurance Corporaiion.
& A ) 8 h ! I

The Bank generates commercial, morigage and consuimer loans and receives de posits froin customers located primarily in east central Ohio, The Bank's loans
arc generally sceured by specitic items of collateral including real property, consumer asseis and bushiess asseis.

Principles of Consetlid
The consolidated financial statements include the accounts of the Company aad its wholly-owned subsidiary, the Bank. All significant intcreompany accounts
and rransactions have been climinated in consolidation.

Usze of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United Staies of America requires management
to make estimates and assuaptions that aficct the reported amounts of asscts and labilities and disclosvre of contingent assets and liabilities at the date of
the financial staiements and the reporied amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates,
Material cstimates that are particularly susceptible to significant change relate to the determination of the allowance for loan losses. In connection with the
determination of the allowance for loan losscs, management obtains independent appraisals for significant properties.

Cash Equivalents

The Bank considers all liquid investments with original maturitics of thiee months or less to be cash cquivalents. At September 30, 2002 and 2001, cash
eguivalents consisted of interest-hearing demand deposits.

Securities

Available-for-sale securities, which include any security for which the Baok has no immediate plan to sell but which may be sold in the future, are carried at
fair value. Realized gains and losscs, based on amortized cost of the specific security, are included in other income, Unrealized gains and losses are recorded,
net of related income tax eftects, in stockholders’ cquity.

Held- o maturity securities, which include any security for which the Bank has the positive intent and ability to hold until waiurity, are corried at historical
cost adjusied for amorizaiion of premiwins and acevetion of discounts.

Amortization of yreminms and aceretion of discounts are recorded as interest income from securitics. Realized gains and losses are recorded as net security
gaius (losses). Gains and losses on sales of securitics ave determined on the specificidentification method.

Mortgage Loans Held for Sale

Mortgage loans originated and intended for sale in the sccondary macket are carried at the Tower of cost or fair value 1 the aggregate. Net untealived losses,
if any, are recognized through a valuation allowance by charges to income.

Lezeti

1.oans that management has the ntent and anility to hold for the foresecable future or until maturity or payoffs are reported at their owstanding principal
nalances adjusted for any charge ofts, the allowance for loan losscs, any deferred foes or costs on originated loans, and unamortized premiums or discounts
on purchased loans. Interest income is tepoited on the intcrest method and includes amortization of net deferred loan fees and costs over the 1o terma,

P
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: : s L (Teble Dollar Amounts in Thousands)

Treasury Stock
Treasury stock is siated at cost. Cost is determined by the first-in, first-out method.
Stock Options

Stock options arc granted for a fixed number of shaves o employees with an exercise price equal to the fair value of the shares at the date of grant. The
Cornpany accounts for and will continue to account for stock option grants in accordance with APB Opinion No. 25, Accounting for Stock Issued to Employees,
and accordingly, recognizes no compensation expense for the stock option grants.

Income Taxes

Deferred tax labilities and assets are recognized for the tax effects of differences between the financial statement and tax bases of asscts and liabilities.
A valuation allowance is established to reduce deferred tax assets if it is more likely than not that a deferred tax asset will not be realized. The Company files
consolidated income tax returns with iis subsidiary.

Earnings Per Share
Earnings per share have becn computed hased upon the weighted-average common shares and potential common shares outstanding during each year.

Note 2: Restriction on Cash and Due From Banks

The Bank js required to maintain reserve funds in cash and/or on deposit with the Federal Reserve Bank. The reserve required at September 30, 2002,
was $852,000.

Note 3: Investments

Held-to-Maturity Securities
The amortized cost and approximate fair values of securities classified as held to maturity are as follows:

2002
Gross Gross
Amortized Unrealized Unrealized Approximate
Cost Gains {Losses) Fair Value
U.5. government agencies $ 9,613 $ AR $ - § 9,724
Mortgage-backed securities 415 15 430
Other securities 82 - — 82
$ 10,110 $ 126 S 0 5 10,236
2001
Gross Gross
Amortized Unrealized Unrealized Approximate
Cost Gains {Losses) Fair Value
U.S. government agencies $ 10,053 $ 132 $ - $ 10,185
Mortgage-hacked socurities 614 15 M 628
Other securities 108 — —- 108
$ 10,775 % 147 $ (1) $ 10,921
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(f2hle Dollar Amounis in Thousands)

Note B: Premises and Eqaipmerd

Major classifications of premises and equipment, stated at cost, arve as follows:

2002 2001
Land and improvements $ 781 $ 781
Buildings 6,580 6,594
Equioment 3,168 3.348
10,5292 10,723

Less accumulated depreciation 4,377) (4,353)
Construction in progress 1,012 --

Net premises and equipment $ 7,164 $ 5,370

5

Notas 6: Loan Serviving

Mortgage loans serviced for others are not included in the accompanying consolidated balance sheets. The unpaid principal balances of mortgage loans
serviced for others were $51,908,000 and $38,043,000 at Septembcer 30, 2002 and 2001, respectively.

Cusiodial escrow balances maintained in connection with the toregoing loan servicing, and included in other liahilitics, were approximaicly $234,000 and
$130,000 at September 30. 2002 and 2001, respectively.

The aggregate fair value of capitalized mortgage scrvicing rights at September 30, 2002 and 2001 totaled $379,000 and $370,000. Comparable market values
and a valuation model that calculates the present value of future cash flows were used to estimate fair value. For purposes of measuring impairment, risk
characteristics including product type, investor type, and interest rates, were used to stratify the originated mortgage servicing rights.

3

2002 2001
Mortgage Servicing Rights
Balances, beginning of year $ 370 $ -
Servicing rights capitalized 325 385
Amortization of servicing rights {113) 15
582 370
Valuation allowance (203 -
Balances, end of year $ 379 $ 370
Activity in the valuation slowance tor morigage servicing rights was as follows:
2002 2001
Ralance, beginning of year $ -- $ --
Additions (203) .-
Balance, end of year (203) 0

Mortgage servicing rights ai Sepreminer 30, 2000 and activity for capitalized mortgage scrvicing rights for 2000 arve not meatertal.
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Note 10: Income Taxes

The provision for income taxcs includes these componenis:

(Table Dollar Amounts in Thousands)

2002 2001 2000
Taxes currently payable $ 1,054 $ 1,089 869
Deferred income taxes (39) 212 45
Income tax expense $ 1,015 $ 1,301 914
A reconciliation of income tax expense at the statutory rate to the Bank's actual income tax expense is shown below:
2002 2001 2000
Computed at the statutory rate 34% $ 980 $ 1,260 861
Increase resulting from
Other 35 4t 53
Actual tax expense $ 1,015 $ 1,301 914
The tax effects of temporary differences related to deferred taxes shown on the balance sheets were:
2002 2001
Deferred tax assets
Allowance for loan losses $ 462 380
Accrued compensated absences 46 42
508 422
Deferred tax liab
Pension and employee benefit plans (51)
Depreciation (146) (123}
FHLB stock dividends (761) (688)
Loan fees (17 (1)
Mortgage servicing rights (127) {126)
Other 3 4
(1,054) (1,007
Net deferred tax liability $ (546) $ {585)

Retained earnings at September 30, 2002 and 2001, include approximately $1,615,000, for which no deferred federal income tax lability has boen recognized.
This amount represents an allocation of income to bad debt deductions for tax purposes only. Reduction of amounts so allocated for purposes other than
tax bad debt losses or adjustments arising from carryback of net operating losses would create income for tax purposes only, which would be subject to the
then-current corporate income tax rate. The deferred income tax liabilitics on the preceding amount that would have been recorded if it were expected to
reverse into taxable income in the foreseeable future was approximately $349,000.
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(Table Dollar Amounts in Thousands)

MNote 12: Related Pariy

=
¥

The Bank has cntered into (ransactions with certain directors, exceutive otficers, significant stockholders and their affiliates or associates (relaied paities).
ln management’s opinion, such loans and other extensions of credit and deposits were made in the ordinary cousse of business and were made on
substantially the same terms (including interest rates and collateral) as those prevailing at the time for comparable transactions with other persons. Further,
in management's opinion, these loans did not involve more than normal risk of collectibility or present other unfavorable features.

The aggregate amount of loans, as defined, to such related parties were as follows:

Balances, Qctober 1, 2001 $ 1,079
New loans, including renswals 406
Payments, eic., including renewals (305)
Balances, September 30, 2002 $ 1,180

Deposits from related parties held by the Bank at September 30, 2007 and 2001 totaled $1,557,000 and $792,000, respectively.

Motz T3: Employee Benefit Plans

The Company approved a defined contribution pension plan covering substantially all employees effective September 1, 2002. Employees may contribute
up to the maximum amount determined by the IRS, with the Company matching 50% of the employee’s contribution on the first 4% of the employee’s
compensation. Additionally, the Company will contribute 3% of the employee's compensation each pay period, and an additional 2% if the employee is
employed on the last day of the Plan year. Employer coniribution charged to cxpense for 2002 was $3,265.

The Company approved termination of the defined benefit pension plan, efiective August 31, 2002. The Company’s defined-benefit pension plan covers
substantially all of its employecs. The following table sets forth the plan's funded status and amounts recognized in the consolidated financial staternents:

2002 2001
Change in benefit obligation
Benefit obligation at beginning of year $ 1,612 1,245
Service cost 98 73
Interest cost a4 58
Actuanal loss 53 249
Benefits paid (9 (13)
Benefit obligation at end of year 1,868 1,612
Chango in glan asints
Fair value of plan assets at beginning of year 1,511 1,270
Actual return on plan assefs 36 95
Employer contribution 175 158
Benefits paid ) (13
Fair value of plan assets at end of year 1,713 1,511
runded staius (155) (101)
Unrecognized net actuarial loss — 241
Unrecognized transition liability — 9
(Accrued) Prepaid benefit cost $ (155) 149
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The following is a summary of the status of the Company’s stock option plan and changes in thar plan

2001 and 2000.

(Table Dollar Amounts in Thousands)

as of and for the years ended September 30, 2002,

2002 2001 2000
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Options Shares Price Shares Price Shares Price
Outstanding, beginning of year 438,306 $3.52 444,826 $3.39 460,546 $3.72
Granted 161,300 6.36 10,400 5.36 6,100 550
Exercised (182,950) 1.7 (16,620) 1.25 (17,150} 1.25
Forfeited/cxpired {1,000} 5.44 (300) 5.27 (4,670) 7.10
Qutstanding, end of year 415,656 5.44 438,306 3.52 444,826 3.39
Options exercisable at year end 399,451 543 428,106 3.48 439,426 337
Weighted-average fair value of options granted during the year 1.42 1.39 1.88
As of September 30, 2002, the options outstanding and exercisable are as follows:
Ouistanding Exercisable
Weighted-
Average Weighted-

Remaining Average

Contractual Exercise
Range of Exercise Prices Number Life {Months) Number Price
$1.25 10 $2.50 800 16.80 800 $ 2.50
$2.51 to $5.00 190,680 31.25 190,680 3.65
$5.01 to $7.50 183,521 107.91 167,316 6.34
$7.51 t0 $10.00 38,700 62.89 38,700 9.96
$10.01 to $12.50 1,955 74.27 1,955 11.88

415,656 68.22 399,451 543
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(Table Dollar Arionnts in Thousends)

Nate T6: Disdasures ebewt Poir ¥elue of whrinents

The tollowing table presents estimated fair valucs of the Bank’s financial instruments. The tair values of certain of these instruments were caloulated hy
discounting expected cash flows, which method involves significant judgraents by management and uncertainties. Fair value is the estimated amount at
which financial assets or liabilities could be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. Because
no market exists for certain of these financial instruments and because management does nor intend to sell these financial instruments, the Bank docs
not know whether the fair values shown below represent values at which the respective financial instruments could be sold individually or in
the aggregate.

»303 2G50
Carryivag Carrying
Ao Arnpuat Fals Valvn
Financial assets
Cash and cash equivalents $ 6,224 $ 6,224 $ 6,496 $ 6,496
Interest-bearing deposits 698 698 995 996
Held-to-maturity securities 10,110 10,236 10,775 10,921
Loans, net of allowance for loan losses 195,526 209,843 203,404 212,319
Interest receivable 1,265 1,265 1,343 1,343
Stock in FHLB 4,591 4,591 4,374 4,374
Financial liabilities
Deposits 157,688 162,162 146,251 148,116
Short-term borrowings 2,778 2,778 28,840 28,840
Long-term debt 42,941 45,133 37,956 39,933
Interest payable 348 348 523 523

The following methods and assumptions were used to cstimate the fair value of cach class of financial instruments.

Cush and Cask Noubvaients
For these short-term instruments, the carrying amount approximates fair valuc.

Interest-bearirg 7

ne eposits
For these short-term instruments, the carrying amount approximates fair value.

4o re.r

Investmers: Secerities

Fair vatues for investment securities cqual quoted market prices, if available. If quoted market prices are not available, fair value is estimated based on quotcd
market prices of similar securities.

Loons
The fair value of loans is estimated by discounting the future cash flows using the current rates at which similar Ioans would be made to borrowers with

similar credit ratings and for the same remaining matusities. Loans with similar characteristics were aggregated for purposes of the calculations. The carrying
amount of accrued interest approximates its fair value.
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(Table Dollar Amounts in Thousands)

Note 18: Condensed Financial Information (Parent Company Only)
Presented below is condensed financial information as to financial position, results of operations and cash flows of the Company:

Condensed Balance Sheet

003 2001
Assets
Deposits with subsidiary $ 3,213 $ 407
Commercial loans 105 2,565
Investment in common stock of subsidiary 18,044 18,123
Other assets 14 54
Total assets $ 21,376 $ 21,142
Liabilities
Short-term borrowings $ — $ 1,000
Other liabilities 82 173
82 1,173
Stockholders’ Equity 21,294 19,976
Total liabilities and stockholders' equity $ 21,376 $ 21,149
Condensed Statement of Income
2002 2001 2000
income
Dividends from subsidiary $ 2,000 $ 950 $ 750
Interest income 92 125 137
Total income 2,092 1,075 887
Expenses
Other expenses 146 144 137
Income Before Equity in
Undistribuied Income af
Subsidiary 1,946 931 750
Equity in Undistributed income
of Subsidiary {79) 1,474 867

Net Income $ 1,867 ) 2,405 $ 1,617
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BOARD OF DIRECTORS
Ward D. Coffman, 111, Attorney, Sole Practitioner
Robert D. Goodrich, If, Chairman of the Board and Chief Exccutive Officer
Wendy's Management Group, Inc. (Restaurants)
Patrick I.. Hennessey, President, P & D Transportation (Trucking Company)
Connie Ayres LaPlante, Senior Vice President and Treasurer, First Federal Savings Bank of Eastern Ohio
John C. Matesich, 111, President, Matesich Distributing Co. (Beverage Distribution)
Don R. Parkhill, Owner, Parkhill-Sedanke Insurance Agency, Inc.
J. William Plummer, President and Chief Executive Officer, First Federal Savings Bank of Eastern Ohio

OFFICERS
John C. Matesich, IHI, Chairman of the Board
J. William Plummer, President and Chief Executive Officer
Ward D. Cofiman, II1, Sccretary
Connie Ayres LaPlante, Treasurer

SHAREHOLDER SERVICES
Bancorp serves as primary transfer agent and dividend distributing agent for its shares, Communications regarding changes of address, transfer of shares,
lost certificates and dividends should be sent to:

First Federal Bancorp, Inc.

505 Market Strect

PO. Box 2865

Zanesville, Ohio 43702-2865
Attention: Corporate Treasurer

FIRST FEDERAL SAVINGS BANK OF FASTERN QHIO BRECTORS AND GFFICERS

Ward D. Coffman, 11, Dirvecior Alice Browning, Vice President of Accounting

Robert D. Goodrich, 11, Director David P Curby, Vice President of Lending

Patrick L. Henmesscy, Director Amanda Dhir Pruett, Vice President of Human Resources
Connie Ayres LaPlante, Senior Vice President, Treasurer and Director John ¥ Ginikos, Vice President of Appraising

John C. Matesich, 111, Chairman of the Board Jim Hayes, Vice President of Sales/Branch Administration
Don R. Parkhill, Director Brian Kautman, Vice President of Savings

I William Plumimer, President, Chief Txecutive Officer and Director Gordon E. Spillman, Vice President of Coshocton Area
Jack W. Imes, Senior Vice President, Chicf Lending Officer Christi A. Eyerman, Assistant Vice President

Larry W. Snode, Secrctary and Senior Vice President Debhie Gheen, Assistant Vice President

Thomas N. Sulens, Senior Vice President Teresa Hennessy, Assistant Vice President

Laurie Waggoner, Assistant Vice President



1O0DNG PIEIS T ()L
ZE08F OILI() A0S IOUIO0MO)

19218 WL 550
ZI8E 0100 ‘ueIsoyse)

100118 V2N 44
LALEE OO D[[IARSOY

DT O[lIAsSBIN 0187
peoy Arenjin 056
199118 O GOS

0O ey
10467 OLUQ DjfIasoueyz,

WD SUWHOPAL SAl iam /741 - 2118 qom

SNOLLYOOT ISTHL LV SYIWCLSND MNO DNIAYIS TvHId34 LS4

PR Yons

Surgsruang ut paumout sesuad:ia ojgeuosegar s,dicouns Jo Juswided oY) pur 1801001 usdinl SI9PIOYMEYS 0 GSH-0T W0 U 03 NAIUXs Aue apraotd jjiam diooueg

J01sERI], driodio)) [uouony
CCRT-Z0/EY OO DIASTUEZ
G987 Xee "Od

12918 19KIBIAL 60

Uy 'CIe0UEd [PIONS 18I

01 1sanbag uodn

STRPOYIRYS 01 981eYD OU 12 Q[G2(TRAR (] [|is ‘DOISSTUILEO) 93UCUDXE PUE SOLMINDSS ) U1s P9y St 'gSy-01 wilo] vo poedmy jenuny sdiooveyg jo ddoo y

483-6L WHO4d NC LHO43d TVANNY

PURRE 01 Peitatl AJ{2IPA0) SIB SIOC[0YeLeS TO/EY OIYC ‘B)IASSURY, ‘O3] ISBY GRYf ‘O]
11, pepueg wissseyr cwed o 12 ‘w007 ‘61 Ateniusd uo PRy og [y "ouf ‘GI00UEd [B059 ISAL JO SLOD|OURIBYS JO SUDDW [BNUUY L],

Aepiogs o) 12 0

DNLLAIW TYNINNY




505 Market Street | PO. Box 7865 | Zanesville, Chio 43702-2865 | www.iirstiedonline.com



