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Corporate profILe

Lake shore Bancorp, Inc. is the parent company of Lake shore savings Bank, 
originally chartered as a savings and loan association in new york state in 1891. 
Lake shore savings is a community-oriented bank dedicated to serving the financial 
needs of consumers and businesses in western new york. In april 2006, the Bank 
converted to a federal mutual holding company. as part of that process, Lake shore 
Bancorp, Inc. conducted an initial public offering and became a public company. 
Consolidated assets as of december 31, 2008, were $407.8 million.

In 2008, Lake shore savings celebrated more than 117 years of 
service to the community since opening its first branch in dunkirk, 
new york. the Bank opened its second branch 
office in the Village of Fredonia in 1987, and in 
december 2008 opened its ninth branch office in 
Kenmore, new york. the Bank’s nine full-service branches and 15 atMs 
are located throughout Chautauqua and erie counties. the Bank maintains 
its corporate headquarters in dunkirk.

Lake shore savings serves customers’ financial needs at every stage of life — from 
the first savings account, to home mortgages, to retirement accounts. the Bank 
specializes in high-quality, personal customer service. Its primary business is in 
residential mortgages and small business loans. 

Lake shore savings supports its markets through a Community reinvestment Fund. 
this program makes money available to area clubs, sports teams, civic groups, schools, 
charitable organizations and other non-profit groups. after all, we’re dedicated to 
“Putting People First” throughout the communities we serve.

COrPOrate headquarters

125 east Fourth street 
dunkirk, ny 14048 
Phone: 716-366-4070 
Fax: 716-366-3010

BranCh LOCatIOns

erIe COunty

3111 union road 
Orchard Park, new york 14127 
Phone: 716-674-2066 
Fax: 716-674-4347

3438 delaware avenue 
Kenmore, new york 14217 
Phone: 716-898-2010 
Fax: 716-874-2057

5751 transit road 
east amherst, new york 14051 
Phone: 716-688-6114 
Fax: 716-688-5941

59 Main street 
hamburg, new york 14075 
Phone: 716-646-9480 
Fax: 716-646-9481

Chautauqua COunty

128 east Fourth street 
dunkirk, new york 14048 
Phone: 716-366-4070 
Fax: 716-366-2965

30 east Main street 
Fredonia, new york 14063 
Phone: 716-673-9555 
Fax: 716-679-0696

106 east Main street 
westfield, new york 14787 
Phone: 716-326-4414 
Fax: 716-326-4422

1 Green avenue, we 
Lakewood, new york 14701 
Phone: 716-483-3400 
Fax: 716-483-3468

115 east Fourth street  
(Corner of Fourth & spring streets)  
Jamestown, new york 14701 
Phone: 716-664-1103 
Fax: 716-664-1183

aBOut the COVer

this year’s cover features the dunkirk lighthouse as interpreted by Cleveland photographer  
Frank salle. situated atop a bluff on the south shore of Lake erie, the current lighthouse was  
built in the late 1800s (an original structure completed in 1826 was lost to erosion).

It seems appropriate, as we navigate through these challenging financial times, that this beacon  
of safety and guidance symbolize our dedication to success.
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Lake shore Bancorp, Inc. continued to implement its strate-
gic plan for steady loan growth, deposit growth and profits 
in 2008 despite the difficult, unprecedented financial climate 
that beleaguered our industry. staying on course in these 
tumultuous times was indeed a significant accomplishment.

total assets were $407.8 million as of december 31, 2008, an 
increase of $50.0 million or 14.0% from total assets of $357.8 
million as of december 31, 2007. I am pleased to report that 
2008 was a record year for meeting the needs of borrowers 
in our communities, even amid the economic downturn. 
Loan originations totaled $66.1 million, a $16.7 million or 
33.7% increase over 2007 loan originations of $49.4 million. 
as a community bank, our top priority is to meet the borrow-
ing needs of our customers for residential mortgages and 
small business loans. we will continue to meet this need in 
2009, a service we have provided for more than 117 years.

In 2008, deposits grew by $52.4 million, mostly from our 
branch offices in erie County, new york. net income for 
2008 was $1.47 million, despite recording non-cash, pre-tax 
impairment charges of $1.9 million on four non-agency, asset-
backed securities that experienced significant decreases 
in fair market value in 2008. these securities were backed 
by residential mortgage or home equity loans located in 
areas of the nation that experienced significant losses in 
housing values. the fair market value of these securities also 
declined due to illiquidity in the stock and bond markets. 
the impairment charge represents 1.7% of the total amount 
of securities available for sale in our investment portfolio, 
and does not present a significant risk to our balance sheet.

Our lending portfolio continues to be of high quality. non-
performing loans as a percent of net loans was 0.69% as of 
december 31, 2008, compared to 0.75% as of december 31, 

to Our shareholders

o n  C o u r S e  f o r  S t e a d y  G r o w t h

President and Chief executive Officer david C. Mancuso poses with “Popeye” on the campus of the state university of new york at Fredonia.  
Brooklyn-based artist John Clement named his sculpture after the trucker who delivered the steel for its base.  

Lake shore savings Bank donated the sculpture to the college last year.



2007. the ratio of net charge-offs to average loans out-
standing as of december 31, 2008 and 2007, was 0.06%. 
Our provision for loan losses increased during 2008 to 
$391,000 from $105,000 for the year ended december 31, 
2007. this was due to an overall increase in our loan port-
folio and an impaired loan classification for one borrower 
with four commercial loans used to support the start-up of 
a franchise restaurant business.

we are very pleased with our results for 2008. as you know, 
the turmoil in the banking industry remains despite the 
government’s efforts on several fronts to diminish the effects 
of the ailing economy. we anticipate that 2009 will be a 
very challenging year for the industry in general. however, 
as a community bank serving western new york, we feel 
Lake shore savings is in a good position to continue on a 
path of slow, steady growth. we have sufficient capital to 

support our strategic plan and we will continue to serve the 
financial needs of customers in our market areas by provid-
ing mortgages, small business loans and competitive inter-
est-bearing products such as certificates of deposit and 
savings accounts.

In the spirit of “Putting People First,” we invested in new 
personnel during 2008 to better serve our customers. 
George Gardner was hired to manage our new branch in 
Kenmore, new york. this branch opened in december 
2008 to expand our presence in the erie County market 
area. as of december 31, 2008, the branch had received 
$11.6 million in deposits. George has many years of experi-
ence as a bank manager and commercial lender in the 
Buffalo area. he resides in Kenmore and is active in various 
community organizations.

nancy Latulip was hired as Vice President of retail Banking 
to help spearhead our sales and marketing of bank products 
and services. nancy is also responsible for overseeing the 
branch network and employee training programs. nancy has 
several years of prior bank experience in the Buffalo area, 
working in both branch administration and small business 
lending. she is a welcome addition to our team.

we also hired david warren as Vice President of Commer-
cial Lending. david fills a void in the commercial loan 
department left by the retirement of former executive Vice 
President and Chief Operations Officer reginald Corsi in 
March 2008. Mr. warren has several years of commercial 
lending experience in western new york and previously 
owned a small business. he is well equipped to serve the 
needs of commercial customers.

Finally, steven schiavone was hired as our Controller, a 
position that had been vacant since March 2006, when 
the former Controller was promoted to Chief Financial 
Officer. Mr. schiavone provides added support in the areas 
of financial and tax reporting. Based on his experience at 
other publicly held banks in western new york, he is well 
qualified to report on our activities to shareholders and 
prospective investors.

[Hear more from the Lake Shore team on pages 6-8]

we introduced two products in 2008 that offer business 
customers more convenience and efficiency at low cost. the 
first product, “remote image capture,” enables businesses to 
scan checks and electronically transmit them to the Bank 
for deposit. we also added Business debit Cards to make 
business purchases and recordkeeping easier.

On the retail side, we began offering customers the ability 
to place deposits with other banks through the Certificate 
of deposit account registry service,® allowing them to 
receive FdIC insurance coverage for savings account bal-
ances in excess of the current $250,000 limit. In december 
2008, we joined the FdIC’s temporary Liquidity Guaran-
tee Program. this program enables us to provide customers 
with 100% FdIC insurance coverage on balances held in 
non-interest-bearing checking and savings accounts, as well 
as interest-bearing checking and savings accounts with 
interest rates less than or equal to 0.50%, through decem-
ber 2009. Both of these programs offer our customers addi-
tional assurance that deposits held at Lake shore savings 
Bank are secure.
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We have sufficient capital to support our strategic plan and we  
will continue to serve the financial needs of customers in our market  

areas by providing mortgages, small business loans and  
competitive interest-bearing products... 
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Other initiatives include ongoing efforts to “Go Green.” We 
continue to encourage customers to sign up for e-statements 
and utilize our electronic bill-pay services to conserve 
resources and reduce waste. Furthermore, for the first time, 
we are using the “Notice and Access” option to distribute 
our annual report, proxy statement and proxy card. This 
option allows public companies to notify shareholders by 
mail of a website they can use to review these materials. 
Shareholders can vote on matters being considered at the 
annual meeting by telephone or internet. They may still 
request a hard copy of the materials. We expect these 
electronic shareholder communications will save on printing 
and postage costs, as well as conserve natural resources and 
protect the environment.

We renewed a contract with our main technology vendor 
during 2008. The vendor provides “core processor” services, 
which includes maintenance of our teller, loan and deposit 
systems, as well as ATM processing and other back-office 
functions. The new contract will help us improve customer 
service and back-office efficiencies, and ultimately lower our 
annual costs.

We completed stock buybacks in 2008 of 165,873 shares at 
an average cost of $9.25 per share. These stock repurchases 
represented 5.6% of the shares of common stock issued as 
of January 1, 2008, excluding those owned by our mutual 
holding company. We also paid a dividend of $0.04 per 
share during the first quarter of 2008, and increased the 
dividend to $0.05 per share for the remaining quarters of 
the year. We plan to continue enhancing shareholder value 
with these types of initiatives.

We added two new board members in 2008: Paul Kolkmeyer 
and Reginald Corsi. Mr. Kolkmeyer was appointed to the 
Board of Directors in March 2008 and his current term will 
expire at the 2010 annual meeting. Mr. Kolkmeyer is the 
President and Chief Executive Officer of Priam Enterprises, 
LLC, which is primarily a residential real estate investment 
company. Priam Enterprises purchases, rehabilitates and 
manages residential apartments. Mr. Kolkmeyer was Presi-
dent and Chief Executive Officer of First Niagara Financial 
Group and its wholly owned subsidiary, First Niagara Bank, 
from December 2003 until December 2006. He previously 
held multiple senior level management positions at First 
Niagara Financial Group, including Chief Banking Officer, 
Chief Financial Officer and Chief Operating Officer.

Mr. Corsi was elected to the Board of Directors in May 2008 
and his current term will expire at the 2011 annual meeting. 

Mr. Corsi was Executive Vice President and Chief Operations 
Officer of Lake Shore Bancorp and Lake Shore Savings from 
1994 until his retirement in March 2008. Prior to joining 
Lake Shore Savings, Mr. Corsi was Vice President of M&T 
Bank. Both of these directors bring a wealth of community 
banking knowledge and business experience to our diverse 
and active board.

As we move through 2009, we plan to continue meeting the 
need for home mortgages and small business loans in our 
market areas. We fully understand the nature of our responsi-
bilities to shareholders, customers and employees. We are 
committed to protecting the Bank’s assets by using caution 
in underwriting loans. We are confident that our strong 
capital position, the experience and knowledge of our staff, 
and the quality services we provide will get us through this 
difficult economic climate.

I would like to thank our employees and Board of Directors 
for their dedication and service in 2008. And I welcome all 
new employees and board members to the Lake Shore team, 
knowing their strengths and skills will help move us forward.

I would also like to thank our customers, who continue to 
show great faith and support for our bank.

Finally, on behalf of the Board of Directors and bank 
employees, I would like to thank the shareholders, who 
continue to have confidence in Lake Shore Bancorp and 
Lake Shore Savings.

Sincerely,

David C. Mancuso 
President and Chief Executive Officer

O n  C O u r s e  f O r  s t e a d y  G r O w t h

We are committed to protecting 
the Bank’s assets by using caution  

in underwriting loans.
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Selected Financial Data

Our selected consolidated financial and other data is set forth below, which is derived in part from, and should be read 
in conjunction with, our audited consolidated financial statements and notes thereto, beginning on page F-1 of our 
annual report on Form 10-K.

 As of December 31,

(Dollars in thousands) 2008 2007 2006 2005 2004

SelecteD finAnciAl  
conDition DAtA:
total assets $407,833 $357,801  $354,237 $333,724 $329,841
Loans, net 240,463 218,711 205,677 206,160 199,525
securities available for sale 112,863 105,922 108,016 94,082 99,170
securities held to maturity — — — 2,275 2,359
Federal home Loan Bank stock 2,890 3,081 2,481 2,716 2,709
total cash and cash equivalents 29,038 10,091 18,682 12,053 11,577
total deposits 293,248 240,828 249,637 250,890 243,554
short-term borrowings 5,500 18,505 10,605 11,205 11,725
Long-term debt 46,460 37,940 32,750 37,480 42,260
total equity 54,228 53,465 53,747 27,995 26,915
allowance for loan losses 1,476 1,226 1,257 1,240 1,288
non-performing loans 1,651 1,644 1,309 1,362 792
non-performing assets 1,699 1,705 1,492 1,448 932

 for the Year ended December 31,

(Dollars in thousands) 2008 2007 2006 2005 2004

SelecteD operAting DAtA:
Interest income $19,983 $18,622 $17,774 $15,956 $14,744
Interest expense 8,778 9,133 8,045 6,426 5,332
net interest income 11,205 9,489 9,729 9,530 9,412
Provision for loan losses 391 105 158 20 267
net interest income after  

provision for loan losses 10,814 9,384 9,571 9,510 9,145
total non-interest income 600 2,002 1,805 1,847 1,875
total non-interest expense 9,602 9,118 8,646 8,350 7,939
Income before income taxes 1,812 2,268 2,730 3,007 3,081
Income taxes 342 451 911 953 902
net income $ 1,470 $ 1,817 $ 1,819 $ 2,054 $ 2,179

Basic and diluted earnings  
per common share(1) $  0.24 $  0.29 $  0.24 $    — $    —

dividends declared per share $  0.19 $  0.13 $  0.03 $    — $    —
(1)  The Company completed an initial public offering of its common stock on April 3, 2006. Refer to Note 16 in the Notes to Consolidated Financial Statements 

beginning on page F-1 of our Annual Report on Form 10-K.
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Selected Financial Ratios and Other Data

 At or for the Year ended December 31,

  2008 2007 2006 2005 2004

performAnce rAtioS:
return on average assets 0.39% 0.52% 0.52% 0.62% 0.68%
return on average equity 2.76% 3.39% 4.05% 7.47% 8.45%
dividend payout ratio(1) 79.17% 44.83% 12.50% — —
Interest rate spread(2) 2.75% 2.42% 2.60% 2.93% 3.03%
net interest margin(3) 3.19% 2.92% 3.00% 3.09% 3.15%
efficiency ratio(4) 81.34% 79.35% 74.96% 73.39% 70.34%
non interest expense to average  

total assets 2.53% 2.60% 2.49% 2.53% 2.48%
average interest-earning assets to  

average interest-bearing liabilities 117.53% 117.94% 116.16% 107.51% 106.35%

cApitAl rAtioS:
total risk-based capital to risk  

weighted assets(5) 22.05% 23.72% 23.88% 17.06% 16.34%
tier 1 risk-based capital to risk  

weighted assets(5) 21.35% 22.90% 22.81% 16.00% 15.18%
tangible capital to tangible assets(5) 11.20% 12.28% 11.68% 8.47% 7.99%
tier 1 leverage (core) capital to  

adjustable tangible assets(5) 11.20% 12.28% 11.68% 8.47% 7.99%
equity to total assets 13.30% 14.94% 15.17% 8.39% 8.16%

ASSet quAlitY rAtioS:
non-performing loans as a percent  

of total net loans 0.69% 0.75% 0.64% 0.66% 0.40%
non-performing assets as a percent  

of total assets 0.42% 0.48% 0.42% 0.43% 0.28%
allowance for loan losses as a percent  

of total net loans 0.61% 0.56% 0.61% 0.60% 0.65%
allowance for loan losses as a percent  

of non-performing loans 89.40% 74.57% 96.03% 91.04% 162.63%

other DAtA:
number of full service offices 9 8 8 8 7
(1)  Represents dividends declared per share as a percent of earnings per share.
(2)  Represents the difference between the weighted-average yield on interest-earning assets and the weighted-average cost of interest-bearing liabilities for the period.
(3)  Represents the net interest income as a percent of average interest-earning assets for the period.
(4)  Represents non-interest expense divided by the sum of net interest income and non-interest income.
(5)  Represents the capital ratios of Lake Shore Savings Bank since Lake Shore Bancorp, Inc., as a savings and loan holding company, is not subject  

to formula-based requirements at the holding company level.

Cautionary Statement
the statements contained herein that are not purely historical are forward-looking statements within the meaning of section 27a of the securities act of 
1933, as amended and section 21e of the securities exchange act of 1934, as amended. the words “plan,” “anticipate,” “believe,” “estimate,” “expect,” 
“intend,” and other similar expressions are intended to identify forward-looking statements. such statements reflect the current views of management 
with respect to future events and are subject to certain risks, uncertainties and assumptions. It is important to note that our actual results could differ 
materially from those described herein. Factors that could cause results to differ materially include, among others, the following: general economic and 
business conditions; changes in the interest-rate environment; existing government regulations and changes in, or the failure to comply with, government 
regulations; liability and other claims; significant increases in competitive pressure in the banking and financial services industry; deposit attrition or 
customer loss; changes in operating strategy or development plans; and the ability to attract and retain qualified personnel. we assume no obligation to 
update any such forward-looking statements.
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“Putting People First” is part of a top-to-bottom culture at 
Lake shore savings Bank that influences our behavior in many 
ways: from corporate strategies, to product development, to 
front-line customer service.

and although our customers are the focus of everything we do, 
our accountability to people includes employees and shareholders 
as well. the enduring relationships we forge with all of our stake-
holders are the best defense against a down economy. this dynamic 
has certainly proven itself true in recent times.

Last year we added personnel to fortify our retail banking and 
commercial lending operations. we also continued to provide 
branch managers, tellers and other staff with the resources and 
incentives they need to succeed.

It’s a simple formula: motivated employees provide the best 
customer service, which ultimately enhances shareholder value. 
It’s a win-win-win. here’s what “Putting People First” means to 
some of our people…

CharLIe BrookS, Manager

hamBurG BranCh

“We treat every customer as if they were our family.  

We try to find them the best solution and product.  

At the same time, we have shareholder interests  

to consider, which aren’t really different from the 

customer’s. Nobody benefits if we accept deposits  

or make loans that put the company at risk.”

puttInG peopLe fIrSt...
Creating Relationships That Last

amy doBek, Manager

dunkIrk BranCh

“ ‘Putting People First’ is more than just a slogan.  

When one of my staff helps a customer out in some special way— 

start to finish—there’s a real sense of accomplishment.”

Lou dipaLma, Manager

fredonIa BranCh

“We’re a small hometown bank, locally managed, and we really  

do care. We’ve got to make sure that comes across to customers… 

it’s part of a culture that every employee buys in to.”
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nanCy LatuLIp,  

Vice President of Retail Banking

“We need to do everything we can to 

take care of the customer. Getting  

to know them not just on the surface, 

but by being a trusted financial expert 

and anticipating their lifecycle needs.”

BeverLy muLkIn, Manager

weStfIeLd BranCh

“I’m from the old school, and my customers really do come first.  

I make sure every phone call is returned before I go home.  

When you think about it, they really are our bosses.”

nanCy marCh, Manager

Lakewood BranCh

“We try to serve each customer individually.  

You have young people looking for home loans,  

senior citizens who are more about hanging on  

to their money, and everything in between.”

John huBer, Manager

eaSt amherSt BranCh

“I like to let customers know about our strength and stability… 

that we’ve been around for 117 years. We’ve never changed our name  

or been involved in a merger. People like that…it makes them feel  

more secure.”

GeorGe Gardner, Manager 

kenmore BranCh

“I grew up and live in the community. Customers know 

they can count on my personal involvement. Who else 

would you want other than a local guy who knows  

the market and has started two other bank branches 

from scratch?”
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hIroko waLterS, Manager

JameStown BranCh

“I try to put myself in the customer’s shoes, and offer the product  

that will best suit his or her needs, regardless of the profit margin.  

I think the best strategy for growing our business is word of mouth… 

so even if the margin isn’t the largest, we earn customers’ trust  

and they refer new clients to us. It’s more profitable in the long run.”

SaLLy pyne, Manager

orChard park BranCh

“We’re everyone’s personal banker, whether you have  

10 dollars or 10 million. We’re all about hands-on,  

direct contact with the customer. And following through,  

soup to nuts. That creates quite a referral network!”

Steve SChIavone, Controller

“Regulatory and accounting requirements are continually evolving, and it is my 

responsibility to ensure that we effectively and efficiently comply with these changes.  

In the current banking environment, it’s more important than ever to provide  

accurate financial information to our shareholders and customers.”

dave warren, Vice President of Commercial Lending

“Our commercial market is mostly small businesses. We sell  

the personal service and take the time to listen. With bigger banks, 

business owners can get lost or rejected and that’s the end of it.”



Board of dIreCtorS

annual Shareholders meeting 
May 20, 2009 
8:30 a.m.  
Clarion hotel 
the Bayside Ballroom  
30 Lake shore drive east  
dunkirk, ny 14048

Stock Listing  
the nasdaq Global Market  
under the symbol LsBK

Special Counsel  
Paul, hastings, Janofsky & walker, LLP  
875 15th street, nw  
washington, dC 20005

Independent auditors  
Beard Miller Company LLP  
30 Isabella street  
Pittsburgh, Pa 15212

transfer agent and registrar  
registrar and transfer Company  
10 Commerce drive  
Cranford, nJ 07016  
800-368-5948

SharehoLder InformatIon

Front row, left to right: nancy L. yocum, CPa, Partner, Brumfield & associates; Sharon e. Brautigam, Partner, Brautigam & 
Brautigam, LLP; James p. foley, ddS; Gary w. winger, Principal, Compass Consulting, Inc. Back row, left to right: david C. 
mancuso, President and CEO; daniel p. reininga, Vice Chairman of the Board, President, G.h. Graf realty Corporation, Inc.; 
paul kolkmeyer, President and Chief executive Officer of Priam enterprises, LLC; reginald S. Corsi, former executive Vice 
President and Chief Operations Officer; michael e. Brunecz, Chairman of the Board, President, Office Concepts, Inc.

this year the Board of directors gathered at the clock tower located on the state university of new york at Fredonia campus.  
a gift from the bank to the Fredonia College Foundation funded the construction of the clock tower and carillon.
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