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INDEPENDENT AUDITOR'S REPORT

To the Administrative Committee of
the United Security Bancshares, Inc.
Employee Stock Ownership Plan
(with 401(k) provisions)

We have audited the accompanying statements of net assets available for benefits of
United Security Bancshares, Inc. Employee Stock Ownership Plan (with 401(k) provisions) (the
Plan) as of December 31, 2001 and 2000, and the related statements of changes in net assets
available for benefits for the years then ended. These financial statements are the responsibility
of the Plan’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the net assets available for benefits of the Plan as of December 31, 2001 and 2000,
and the changes in its net assets available for benefits for the years then ended, in conformity
with accounting principles generally accepted in the United States of America.
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Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental schedule of assets held for investment purposes
at end of year is presented for the purpose of additional analysis and is not a required part of
the basic financial statements but is supplementary information required by the Department of
Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement
Income Security Act of 1974. This supplemental schedule is the responsibility of the Plan’s
management. The supplemental schedule has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

St Dok o Buclitow £41

Mobile, Alabama
October 1, 2003
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UNITED SECURITY BANCSHARES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN

(WITH 401(K) PROVISIONS

)

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS

December 31, 2001 and 2000

ASSETS 2001 2000
INVESTMENTS $6,171,042  $4,956,329
EMPLOYER CONTRIBUTION RECEIVABLE - 3,263
CASH AND CASH EQUIVALENTS 10,159 48,059
NET ASSETS AVAILABLE FOR BENEFITS $6,181,201 $ 5,007,651

The Notes to Financial Statements are an integral part of these statements.
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UNITED SECURITY BANCSHARES, INC.
A EMPLOYEE STOCK OWNERSHIP PLAN
- (WITH 401(K) PROVISIONS)

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
Years Ended December 31, 2001 and 2000

_ 2001 2000
ADDITIONS TO NET ASSETS
ATTRIBUTED TO:
- INVESTMENT INCOME:
) Net appreciation (depreciation)
in fair value of investments $ 462,386 $(1,290,194)
Interest and dividends 148,866 144,881
. ' 611,252 (1,145,313)
; CONTRIBUTIONS:
Participants 564,766 619,286
Participant rollover 3,597 79,649
Employer matching 406,285 473,804
974,648 1,172,739
Total additions 1,585,900 27,426
] DEDUCTIONS FROM NET ASSETS
- ATTRIBUTED TO:
BENEFITS PAID TO
PARTICIPANTS 409,101 357,705
) LIFE INSURANCE POLICY
- PREMIUMS 3,249 3,248
Total deductions 412,350 360,953
NET INCREASE (DECREASE) 1,173,550 (333,527)
NET ASSETS AVAILABLE FOR
BENEFITS:
Beginning of year 5,007,651 5,341,178
End of year $ 6,181,201 $ 5,007,651

The Notes to Financial Statements are an integral part of these statements.
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NOTES TO FINANCIAL STATEMENTS
Summary of Significant Accounting Policies
Basis of presentation
The accompanying financial statements have been prepared on an accrual basis of accounting.
Investments

Company stock

The Plan holds shares of United Security Bancshares, Inc. common stock. The fair value of
the stock is determined by quoted market price.

Pooled Separate Accounts

The Nationwide Life Insurance Company, a variable annuity contract, provides participant-
directed investments through a number of pooled separate accounts with underlying mutual
funds. The value of the contract is determined by the value of the underlying mutual fund
shares plus any distributions received from the mutual funds and less any charges assessed by
the variable annuity contracts.

Guaranteed Return Insurance Contract

The Plan offers a guaranteed investment contract (GIC) through the Nationwide Life
Insurance Company (Nationwide). This investment option offers participants a contract that
guarantees a return of principal plus a stated rate of interest. The contract is included in the
financial statements at contract value as reported to the Plan by Nationwide.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
may differ from those estimates.

Benefits payments

Benefits are recorded when paid.



Description of Plan

The following description of the United Security Bancshares, Inc. Employee Stock Ownership
Plan (with 401(k) provisions) (Plan) provides only general information. Participants should refer
to the Plan agreement for a more complete description of the Plan's provisions.

" General

The Plan is a defined contribution plan covering substantially all regular employees of United
Security Bancshares, Inc. and its subsidiary companies (the Company). Effective January 1,
1991, the Plan became a stock bonus plan containing Section 401(k) features under Section
401(a) of the Internal Revenue Code. The Plan is also designed to be an employee stock
ownership plan under Section 4975(e)(7) of the Code. It is subject to the provisions of the
Employee Retirement Income Security Act of 1974 (ERISA).

Eligibility

Each employee will become eligible for participation in the Plan on the first day of the
month following his initial date of service. A participant is generally entitled to share in
allocations of employer contributions only for a Plan year in which he is credited with at
least 1,000 hours of service. A participant shall also share in the allocations of employer
contributions for the Plan year of his retirement, death or permanent disability regardless of
hours of service.

Participant accounts

Each participant's account is credited with the participant's contributions, employer
contributions, and earnings on the account. The benefit to which a participant is entitled is
the benefit that can be provided from the participant's account. Each participant has
investment authority over all funds in his account, and is able to diversify his account among
different funds with varying levels of risk.

Benefits

The normal retirement age is 65 and benefits can be paid as either a lump sum or in the
form of an annuity. The Plan also provides for early retirement, hardship, disability and
death benefits.

Vesting

Participants who were hired prior to January 1, 2000 are fully vested at all times in their
contributions, as well as employer contributions made on their behalf. Participants who were
hired on or after January 1, 2000 are fully vested at all times in their contributions, but are
subject to a vesting schedule in which they become fully vested in employer contributions
after six years of credited service.
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Description of Plan (continued)

Forfeitures

Participants who are not credited with at least 1,000 hours of service during a Plan year will
forfeit any employer contributions received for that Plan year. The forfeitures are used to
reduce future employer contributions to the Plan. Total forfeitures amounted to $9,885 and
$23,742 during 2001 and 2000, respectively.

Funding

The Plan provides for the following five methods of funding each participant's account:

1.

Elective contributions

Eligible employees may elect to make salary deferrals to the Plan between 1% to 15% of
compensation, not to exceed the maximum allowed by law.

Employer matching contributions

The employer matching contributions are discretionary and are based on employee
deferrals up to 6% of compensation. The matching percentage is determined by the Board
of Directors each Plan year. For the years December 31, 2001 and 2000, the employer
matching percentage was 100%.

. Discretionary contributions

The Company may make a discretionary contribution in any Plan year. The contribution
is based on a uniform percentage of each participant's compensation. The Company made
no discretionary contributions in 2001 or 2000.

. Special discretionary contributions

A special discretionary amount in addition to any discretionary contributions may be made
by the Company. The Company made no special discretionary contributions in 2001 or
2000.

. Rollover contributions

Employees may transfer amounts to the Plan which were distributed from another tax-
qualified retirement plan.



Administrative Expenses
Significant administrative expenses of the Plan are absorbed by the employer.

Certain administrative functions are performed by officers or employees of the Company or its
subsidiaries. No such officer or employee receives compensation from the Plan.

Income Tax Status

The Plan obtained its latest determination letter on September 21, 1995, in which the Internal
Revenue Service stated that the Plan, as then designed, was in compliance with the applicable
requirements of the Internal Revenue Code. The Plan has been amended since receiving the
determination letter. However, the Plan administrator and the Plan's tax counsel believe that the
Plan is currently designed and being operated in compliance with the applicable requirements of
the Internal Revenue Code. Therefore, no provision for income taxes has been included in the
Plan's financial statements.

Plan Termination Priorities

Although it has not expressed any intent to do so, the Company has the right under the Plan to
discontinue its contributions at any time and to terminate the Plan subject to the provisions of
ERISA. In the event of the termination of the Plan, the accounts of all participants affected by
the termination will continue to be 100% vested.
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Investments

The following table presents the fair value of investments, those that represent five percent or
more of the Plan's net assets are separately identified.

FAIR VALUE OF INVESTMENTS

December 31, 2001 December 31, 2000
Number of Number of
Shares or Shares or
Principal Fair Principal Fair
Amount Value Amount Value
Investments at Contract Value:
Pooled separate accounts:
Janus Fund $ 326,305 $ 376,429
Janus Twenty Fund 385,201 486,979
Gartmore Money Market Fund 324,419 -0-
Others 1,089,971 1,255,583
Guaranteed investment contract 339,705 224,451
Investments at Fair Value as
Determined by Quoted
Market Price:
Common Stock, United Security
Bancshares, Inc. 130,819 3,705,441 124,423 2,612,887
$6,171,042 $ 4,956,329
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Investments (continued)

The Plan's investments (including investments bought, sold, and held during the year)
appreciated (depreciated) by $462,386 and ($1,290,194) in 2001 and 2000, respectively, as
follows:

NET CHANGE IN FAIR VALUE
Year Ended December 31,
2001 2000
Investments at Contract Value:
Pooled Separate Accounts
and Guaranteed Investment Contract $ (425,861) $ (458,142)
Investments at Fair Value as
Determined by Quoted Market Price:
Common stock, United Securities
Bancshares, Inc. 888,247 (832,052)
Net Change in Fair Value $ 462,386 $(1,290,194)

Related Party Transactions

During 2001 and 2000, the Plan purchased 11,136 and 21,010 shares of Company stock at a
cost of $302,466 and $630,400, respectively.
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UNITED SECURITY BANCSHARES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(K) PROVISIONS)

SCHEDULE OF ASSETS HELD FOR INVESTMENT PURPOSES

PLAN NUMBER 001
63-0318800
Schedule H

Part IV
Item 4(i)

December 31, 2001

() (b) (c) (d) (e)
Description of Investment including
Party in Identity of issue, borrower, maturity date, rate of interest, Current
Interest lessor, or similar party collateral, par, or maturity value Cost Value
Nationwide Life Insurance Guaranteed Investment Contract * $ 339,705
Nationwide Life Insurance American Century Inc & Gr Adv Class  * 195,172
Nationwide Life Insurance Dreyfus Appreciation Fund * 139,742
Nationwide Life Insurance “Janus Fund * 326,305
Nationwide Life Insurance Janus Twenty Fund * 385,201
Nationwide Life Insurance Janus Worldwide * 146,142
Nationwide Life Insurance Gartmore Fund * 114,865
Nationwide Life Insurance Neuberger & Berman Guardian Trust * 33,778
Nationwide Life Insurance Gartmore Money Market * 324,419
Nationwide Life Insurance NW Intermediate S&P 500 Index * 123,136
Nationwide Life Insurance American Century Ultra * 165,695
Nationwide Life Insurance American Century Growth * 115,906
Nationwide Life Insurance Cr Suisse Emerging Growth * 55,535
# United Security Bancshares, Inc. Common Stock * 3,705,441
Regions Bank Money Market Funds * 10,159

* Participant-directed accounts, therefore, cost information is not required.

# Denotes party-in-interest.
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SIGNATURE
The Plan. Pursvant to the reguirements of the Securities Exchange Act of 1934, as
amended, the plan administrator has duly caused this annual report to be signed on its behalf by
the undersigned hereunto duly authorized.

Dated: October 28, 2003.

Plan Administrator of the United Security
Bancshares, Inc. Employee Stock Ownership
Plan (With 401(k) Provisions):
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Exhibit 23

Consent of Independent Accountants
We hereby consent to the incorporation by reference in the registration statement of the United
Security Bancshares, Inc. Employee Stock Ownership Plan (With 401(k) Provisions) on Form S-
8 (No. 333-27285) of our report dated Octoberl, 2003, relating to the financial statements of the

United Security Bancshares, Inc. Employee Stock Ownership Plan (With 401(k) Provisions),
which appears in this Form 11-K.

Lot Ddo, ¢ Bt L4

SMITH, DUKES & BUCKALEW, LLP

Mobile, Alabama
Octoberl, 2003
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