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to our shareholders, ™

Last year in this report we laid out our strategic plan to build on the relationships of fi§)gast while
providing focus for future growth and performance. | am happy to report that in 2007, PSB Holdings,
Inc.'s {PSB's) financial results showed significant improvement as a direct result of the execution of this
plan. 2007 earnings per share of $2.64 were up 28% compared to 2006 earnings of $2.07 per
share. Qur team of employees focused on the priorities of our balanced scorecard, and was able to
create operating efficiencies, improve the customer experience, and increase earning assets with the
support and guidance of your Board of Directors.

Our 2007 results benefited by $0.13 per share from a Tax Court ruling in favor of PSB's three year
suit against the IRS. This suit revolved around interest expense deductions related fo tax-exempt
income. Pending a potential appeal by the RS, the ruling and its repercussions will benefit banks in
Wisconsin and throughout the country. PSB is proud to have been the "test case” for the industry on
this standard as our Board of Directors demonstrated the fortitude to ensure a fair hearing was made
on this issue.

This past year Leif Christionsen and Pat Heier joined our Senior Management Team. leif brings
o sitrong technology and operations background with an emphasis in the community banking arena,
while Pat brings a background of both retail and commercial banking in the community and regional
bank environment. We are already seeing substantial contributions from these individuals. | look
forward to working with them, as they complement our existing senior management team,

During 2007, our staff made great strides in providing operating efficiencies while improving our
customer service levels as verified by both our increased profitability and pesitive customer survey
results showing a 96% service satisfaction level. Our emphasis is doing the right thing for our
customers, which we believe will result in increased shareholder value. We continue to make
investments in our team in the form of training and technology to provide them with new and
innovative tools and products, such as our new Rewards Checking account, to benefit our customers.




For 2008, we updated our strategic plan to build on the successes of 2007. Strong asset quality and
an experienced team of commercial and retail bankers will allow vs to grow within our existing
markets ot a pace greater than the prior two years. We will also examine strategic
acquisitions/partnerships for growth to further enhance shareholder value in our company.

| believe our focus and determination will build on our existing strengths to deliver strong shareholder
value. We look forward to the opportunities of 2008, and pledge to help our customers assess their
individual! financial needs and bring them the best products and services available. We commil to
build on individual relationships, provide tools for customers to meet their financial goals, and create
growth and return for our shareholders.

Peoples’ primary advantage confinues to be ifs status as an independent, community-owned bank. In
2008, you as shareholders can have a positive financial impact by continuing to expand your
relationships with Peoples State Bank ond telling others about the benefits you enjoy as a customer
and owner.

Our Staft and Board of Directors appreciate the opportunity with which you have entrusted them. As
President of PSB, | am honored to work with them and provide leadership to grow and strengthen our

Peter W. Knitt

President & CEQ
PSB Holdings,Inc.
& Peoples State Bank
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“growing ousiness
“and retail services

Business Banking

Peoples is uniquely positioned to serve both the corporate and individual needs of local business
owners and their employees. Qur goal is seamless and superior service delivered by o team dedicated
to your business with both commercial and individual banking products. Many business owners also
enjoy our individualized “Peoples First” program which provides free or discounted banking services
including Health Savings Accounts (HSAs) and other perks fo your employees as an extension of our
service fo you.

“Peter and Jessica are not your ‘typical’ bankers. They offer us a
high level of personal service, and take the time to understand

our business and truly care about our success.”
- Jill Strasser, Diversified Installation Service, Inc.

Personal Banking

During 2007, Peoples introduced Rewards Checking along with a new totally free checking account.
The high yield with no ATM fees Rewards Checking product was new to our markets and with the free
checking account helped introduce 751 new households to the benefits of banking with Peoples. We
expanded branch hours {including Saturday hours at all locations) and now provide same day credit
for deposits and payments up to the close of business. Peoples continues to provide the largest
dedicated staff of mortgage lenders in our community and have originated over $113 million of long-
term fixed rate home loans during the past three years. We consider prospective and current
homeowners a key customer segment and our products for them are driven by providing manageable
long-term financing solutions.




Terry Strasser Jill Strasser
Jessica Adamski Diversified Installanon Diversified Installation Pater Kramer
Peoples State Bank Service, Inc Service, Inc. Peoples State Bonk
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or directors

Gordon P. Connor
President
Connor Management Corp.

Patrick L. Crooks
Chairman of Peoples

State Bank

Attarney & President

Crooks, low, & Connell, S.C,

William J, Fish
President

BILCO, Inc. {McDonald’s
Franchisee)

Charles A. Ghidorzi
President

C.A. Ghidorzi, Inc.
Structural Systems, Inc.

Gordon P. Gullickson
Chairman of PSB Holdings, Inc,
Retired

Formerly President of

Peaples State Bank

Peter W, Knitt
President & CEQ
PSB Holdings, Inc.

& Peoples State Bank

David K. Kopperud
Formerly President of
Peoples State Bank

Thomas R. Polzer
President
M&J Sports, Inc.

phorie 888.929.9902

William M. Reif
President and CEO
Wausau Coated
Products, Inc.

Thomas A. Riiser
Retired

Formerly President of
Riiser Cil Co., Inc.

John H. Sonnentag
Chairman of the Board
County Materials Corporation

DIRECTORS EMERITUS
Leonord C. Britten
Llowrence Hanz, Jr.
Eugene Witter

wel www.psbwi.com/shareholder. himl
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