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Your friendly
bank has a 
new address...



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 conducted
an initial public offering and became a public company. Consolidated
assets as of December 31, 2006 were $354.2 million.

In 2006, Lake Shore Savings celebrated 115 years of service to the
community since opening its first branch in Dunkirk, New York. The Bank
opened its second branch office nearby in the Village of Fredonia in 1987.
Since then, it has expanded to eight full-service branches and 13 ATMs
throughout Chautauqua and Erie counties. The Bank also maintains its
corporate headquarters in Dunkirk.

Lake Shore Savings serves customers’ financial needs at every stage of life–
from the first savings account, to student loans, to home mortgages, to
retirement accounts. The Bank specializes in high-quality, personal customer
service. Its primary business is in residential and small commercial loans,
with an emphasis on residential real estate mortgages. 

Lake Shore Savings supports its markets through a Community Reinvest-
ment Fund. This program makes money available to area clubs, sports
teams, civic groups, schools, charitable organizations and other non-profit
groups. One of the Bank’s many notable contributions includes a gift
of $125,000 to the Fredonia College Foundation in 2001. The donation
funded the construction of a clock tower and carillon which was erected
on the SUNY Fredonia campus and helped launch the Foundation’s
175th Anniversary Campaign. In addition, Lake Shore Savings has estab-
lished a scholarship program for children of employees who are enrolled
at SUNY Fredonia.

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

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

CORPORATE PROFILE



On Wall Street, we’re known by our
new stock symbol, LSBK. But here at
home, in the communities we serve,
we’re still known as Lake Shore Savings,
the friendly, personal bank. We’ve
worked hard for over 115 years to earn
that reputation. And now, as a publicly
traded company, we are positioned
to serve existing clients even better,
and extend our time-tested style of
community banking into new markets.

Customers, employees and our new shareholders can count
on Lake Shore Savings to stay true to its mission of offering
a superior level of personal service wherever we go and in
everything we do. And as we grow, we will continue to help
build communities one home at time, one business at a time,
and one relationship at a time.

What’s a friendly bank?

Our customers say it best…read their stories on pages 4 and 5.

LSBK
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I’m proud to report that 2006 was a landmark year at
Lake Shore Bancorp. Not only did we observe our 115th
anniversary, we made history by converting the Bank
from a mutual savings and loan association to a federal
stock savings bank.

Lake Shore Bancorp completed its mutual holding
company reorganization and minority stock offering
on April 3, 2006, selling 2,975,625 shares, or 45% of its
outstanding common stock, to Lake Shore Savings
depositors who subscribed for shares in an initial
public offering. The remaining 55% of outstanding
common stock is held by Lake Shore, MHC, a federally
chartered mutual holding company.

The capital raised by the stock sale will support our
expansion plans in Erie County and positions us to take
advantage of other opportunities to enhance share-
holder value as they arise. Lake Shore Bancorp stock is
traded on the NASDAQ Global Market under the
symbol LSBK.

Lake Shore Bancorp also set a new milestone in terms
of total assets, which equaled $354.2 million at
December 31, 2006, an increase of 6.14% since
December 31, 2005.

Net income for the year ended December 31, 2006 was
$1.8 million, compared to $2.1 million for the year ended
December 31, 2005. The decrease in net income was
primarily attributable to the increased cost of operating
as a public company. Professional services expenses
for 2006 increased by $447,000, or 88.5%, primarily due
to higher costs for legal, accounting and other services.
These services were required to file SEC documents,
establish and administer equity compensation plans,
maintain shareholder listings, and to distribute dividends.

Net interest income increased by $199,000 to $9.7 million
for the year ended December 31, 2006, a 2.1% increase
from $9.5 million for the prior year. Our net interest
spread and net interest margin were 2.60% and 3.00%,
respectively, for the year ended December 31, 2006,
compared to 2.93% and 3.09% for the prior year. The
decrease in net interest spread and net interest margin is
due to the inverted yield curve. Since May 2004, the
Federal Reserve has increased the federal funds rate.
During this time frame, short- and intermediate-term
interest rates have risen, while some long-term rates,
most notably the yield on 30-year U.S. Treasury bonds,

To Our Shareholders
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have declined. The yield curve is now inverted with
short-term interest rates higher than long-term rates. In
this environment, the margin between interest-earning
assets and interest-bearing liabilities is shrinking. We
anticipate, however, that the interest rate curve will
eventually return to a more normal, positive slope.

One of our key operating objectives has been, and
continues to be, maintaining a high level of asset quality.
Approximately 85% of our loan portfolio consists of
collateralized loans – mostly mortgages and home
equity loans on one- to four-family properties. We have
traditionally been conservative in our acceptance of
credit risk, and we maintain sound credit standards for
new loan originations. As a result, our delinquency
ratios have historically been low.

This sound credit discipline has contributed to our
strong financial condition. Nonperforming loans as a
percent of gross loans was 0.64% as of December 31,
2006 and 0.66% as of December 31, 2005. Our ratio of
net charge-offs to average loans outstanding as of
December 31, 2006 and 2005 was 0.07% and 0.03%,
respectively.  Our allowance for loan losses as a percent
of total net loans as of December 31, 2006 and 2005
was 0.61% and 0.60%, respectively.

Lake Shore Savings Bank introduced several new
products and services in 2006. The “No Closing Cost
Mortgage” is designed for customers who have good
credit, stable employment and sound affordability,
but who lack the resources to pay loan origination fees
in addition to a down payment. This product has been
well-received in the marketplace. We expect that it will help
us increase our market share of residential mortgages
in 2007. 

We also introduced “e-statements” in 2006. This service
offers faster statement delivery and enables users to
retain electronic copies indefinitely. As the number of
customers using our online banking and bill payment
services continues to grow, electronic statements are
a logical addition to meet their needs for convenient
access to account information.

Always striving to enhance customer convenience, we
added two new off-site ATMs in 2006. One is located at
a retail hardware store in Silver Creek, NY, an area
where we do not have a bank branch. This ATM has
proven to be very successful, offering nearby customers

easy access to cash in their accounts. The other ATM
was placed at the SUNY Fredonia campus, where more
than 5,000 students are enrolled; this is our second
ATM at the campus.

Moving forward, our goal is to continue growing our
business in existing locations by providing outstanding
customer service. We will work hard to offer flexible,

affordable mortgage solutions in support of our cus-
tomers’ biggest decision, homeownership. And we remain
committed to meeting customer needs through all phases
of life – from financing a college education, to owning a
home, to starting a small business, to retirement. In short,
we want to be our customers’ “lifetime bank.”

But growth will also come from the addition of new
branch locations that we believe complement our
philosophy and support our lending strategies. In 2007,
we will continue to evaluate opportunities for expansion
in Erie County.

I would like to thank our employees and the Board of
Directors for their hard work and dedication. Without
their efforts, the successes we realized in 2006 would not
have been possible.

On behalf of the Board of Directors and the Bank’s
employees we welcome our shareholders into the Lake
Shore “family” and thank them for their confidence in
the future of Lake Shore Bancorp. It is a challenging but
exciting time, as we look for new opportunities that
will increase shareholder value. As we journey into 2007,
we pledge our unwavering commitment to being the
best community bank in the marketplace.

Sincerely, 

David C. Mancuso
President and Chief Executive Officer

“Moving forward, our goal is to continue growing
our business in existing locations by providing
outstanding customer service.”

3



One HOME at a time
When George and Susan Wheeler decided to build their 3,500-square-foot dream home on the shores of Lake
Erie they turned to a bank they trust. One that’s not afraid to roll up its sleeves. “Lake Shore Savings was the
first bank to step up and say they could do this kind of financing,” says George. The Bank is providing the
Wheelers with a construction loan that will convert to a mortgage loan upon the home’s completion.

Lake Shore Savings Mortgage Originator Patricia Brown has been with them every step of the way to make
sure the process is a smooth one – so all they need to worry about is what color to paint the kitchen.
“They’re an easy bank to work with… everybody’s friendly,” says George, who has been a Lake Shore Savings
customer for nearly 23 years.

BUILDING 
Communities...

From left: Susan and George Wheeler meet with Kathy Kaus, Senior Vice President and Mortgage Lending Officer and Patricia Brown, 
Assistant Branch Manager–Dunkirk office to inspect progress on the construction of their new home.
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One BUSINESS at a time
A few years after Lake Shore Savings was founded, Arthur R. Maytum took on a business of his own,
now known as DFT Communications. Although the two businesses are different in many ways, they
are both driven by the same values: helping the community grow and dedication to outstanding
customer service. 

They also both boast a rich history in Chautauqua County. “I’ve worked for DFT for 26 years,” said
Kurt Maytum, President and Chief Technology Officer, “but I’ve been around the dinner table with
the company for 44 years.” DFT Communications was purchased from the Maytum family in 1996, but
Kurt and his brother Mark still run the company. 

Kurt regularly sees Lake Shore Savings employees like Vice President Brian Lydic at community events
such as the American Cancer Society’s Relay for Life. “It’s a friendly bank…with principles,” says Kurt.
Brian Lydic guided DFT Communications through a refinancing of outstanding notes from an
acquisition for the company’s subsidiary, DFT Security Services, Inc. “They’re great to work with,
because they’re local and they know you – there’s more flexibility,” says Kurt.

One RELATIONSHIP at a time
Wayne Levan (right) owns an Allstate Insurance Agency located just across
the street from Lake Shore Savings’ East Amherst branch. He often meets
the East Amherst Branch Manager and Vice President, John Huber (left) for
lunch to discuss business or to just catch up. “I was pleasantly surprised to find
a bank so accommodating and friendly right down from the top management,”
says Wayne. “The big institutions could take a very beneficial course from
Lake Shore Savings.”

The Bank provided a commercial mortgage for the 7,500-square-foot office
building that Wayne constructed to house his business and three other
tenants. “They eliminated all of the stress normally associated with this type
of debt,” says Wayne about Lake Shore Savings. “The Bank was very flexible
in allowing the construction payments to fit my schedule. This was a huge
benefit for me.”

From left: 
Lou DiPalma, Vice President
and Fredonia Branch Manager,
Kurt Maytum, President and
Chief Technology Officer of
DFT Communications, and
Brian Lydic, Vice President,
Commercial Lending meet 
at DFT Security Services, Inc.
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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, copies of which may be obtained by contacting us at (716) 366-4070.

As of December 31,

(Dollars in thousands) 2006 2005 2004 2003 2002

SELECTED FINANCIAL 
CONDITION DATA:
Total assets $354,237 $333,724 $329,841 $303,511 $238,056
Loans, net 205,677 206,160 199,525 187,138 156,740
Securities available for sale 108,016 94,082 99,170 83,027 52,225
Securities held to maturity – 2,275 2,359 371 765
Federal Home Loan Bank stock 2,481 2,716 2,709 2,167 1,420
Total cash and cash equivalents 18,682 12,053 11,577 16,753 16,238
Total deposits 249,637 250,890 243,554 230,495 195,092
Short-term borrowings 10,605 11,205 11,725 11,800 4,005
Long-term debt 32,750 37,480 42,260 31,535 11,535
Total equity 53,747 27,995 26,915 24,947 23,942
Allowance for loan losses 1,257 1,240 1,288 1,293 1,217
Non-performing loans 1,309 1,362 792 1,052 1,408
Non-performing assets 1,492 1,448 932 1,506 1,520

For the Year Ended December 31,

(Dollars in thousands) 2006 2005 2004 2003 2002

SELECTED OPERATING DATA:
Interest income $17,774 $15,956 $14,744 $12,780 $13,182
Interest expense 8,045 6,426 5,332 4,694 4,946
Net interest income 9,729 9,530 9,412 8,086 8,236
Provision for loan losses 158 20 267 345 360
Net interest income after 

provision for loan losses 9,571 9,510 9,145 7,741 7,876
Total non-interest income 1,805 1,847 1,875 1,728 1,646
Total non-interest expense 8,646 8,350 7,939 7,218 6,201
Income before income taxes 2,730 3,007 3,081 2,251 3,321
Income taxes 911 953 902 744 1,085
Net income $ 1,819 $ 2,054 $ 2,179 $ 1,507 $ 2,236
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Selected Financial Ratios and Other Data

For the Year Ended December 31,

2006 2005 2004 2003 2002

PERFORMANCE RATIOS:
Return on average assets 0.52% 0.62% 0.68% 0.58% 1.00%
Return on average equity 4.05% 7.47% 8.45% 6.24% 9.97%
Interest rate spread(1) 2.60% 2.93% 3.03% 3.18% 3.68%
Net interest margin(2) 3.00% 3.09% 3.15% 3.32% 3.95%
Efficiency ratio(3) 74.96% 73.32% 70.34% 73.55% 62.75%
Non interest expense to average 

total assets 2.49% 2.53% 2.48% 2.76% 2.77%
Average interest-earning assets to 

average interest-bearing liabilities 116.16% 107.51% 106.35% 107.49% 111.21%

CAPITAL RATIOS:
Total risk-based capital to risk 

weighted assets 23.88% 17.06% 16.34% 16.37% 18.47%
Tier 1 risk-based capital to risk 

weighted assets 22.81% 16.00% 15.18% 15.19% 17.10%
Tangible capital to tangible assets 11.68% 8.47% 7.99% 7.97% 9.56%
Tier 1 leverage (core) capital to 

adjustable tangible assets 11.68% 8.47% 7.99% 7.97% 9.56%
Equity to total assets 15.17% 8.39% 8.16% 8.22% 10.06%

ASSET QUALITY RATIOS:
Non-performing loans as a percent 

of total net loans 0.64% 0.66% 0.40% 0.56% 0.90%
Non-performing assets as a percent 

of total assets 0.42% 0.43% 0.28% 0.50% 0.64%
Allowance for loan losses as a percent 

of total net loans 0.61% 0.60% 0.65% 0.69% 0.78%
Allowance for loan losses as a percent 

of non-performing loans 96.03% 91.04% 162.63% 122.91% 86.43%

OTHER DATA:
Number of full service offices 8 8 7 7 5

(1) Represents the difference between the weighted-average yield on interest-earning assets and the weighted-average cost of interest-bearing liabilities for the period.
(2) The net interest margin represents the net interest income as a percent of average interest-earning assets for the period.
(3) The efficiency ratio represents non-interest expense divided by the sum of net interest income and non-interest income.

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.



BOARD OF DIRECTORS

Michael E. Brunecz
Chairman of the Board
President, Office Concepts, Inc.

David C. Mancuso
President and CEO

Daniel P. Reininga
Vice Chairman of the Board
President, G.H. Graf Realty Corporation, Inc.

Sharon E. Brautigam
Partner, Brautigam & Brautigam, LLP, 
a law firm

James P. Foley, DDS
Semi-retired dentist in practice 
with Jennifer L. Foley, DDS

Thomas E. Reed
Chairman of the Board, 
ECR International, Inc.

Gary W. Winger
Principal, Compass Consulting, Inc.
Former Dean of Administration and
Development, Chief Financial Officer, 
and Development Officer, 
Jamestown Community College

Nancy L. Yocum, CPA
Partner, Brumfield & Associates, 
an accounting and tax preparation firm

From left: David C. Mancuso, President and CEO; Rachel A. Foley, Chief Financial Officer; 
Reginald S. Corsi, Executive Vice President and Chief Operations Officer; and Katherine A. Kaus,

Senior Vice President and Mortgage Lending Officer.

SHAREHOLDER INFORMATION

Annual Meeting
The Annual Meeting of Shareholders 
will be held at 8:30 a.m. on May 23, 2007,
in The Bayside Ballroom of the Clarion
Hotel located at 30 Lake Shore Drive East
in Dunkirk, New York.

Stock Listing
The NASDAQ Global Market 
under the symbol LSBK.

Special Counsel
Thacher Proffitt & Wood LLP

1700 Pennsylvania Avenue, N.W.
Suite 800
Washington, DC 20006

Independent Auditors
Beard Miller Company, LLP
P.O. Box 101086
Pittsburgh, PA 15237

Transfer Agent and Registrar
Registrar and Transfer Company
10 Commerce Drive
Cranford, New Jersey 07016
800-368-5948
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Clockwise from front left: Thomas E. Reed,
Gary W. Winger, David C. Mancuso, 
Daniel P. Reininga, Michael E. Brunecz,
Sharon E. Brautigam, Nancy L. Yocum 
and James P. Foley
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