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Total Liabilities and Stockholders’ Equity

See Notes to Unaudited Consolidated Financial Statements
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1,250

$473,164 $474,024
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SUSSEX BANCORP
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
(Dollars in thousands, except per share data) 2011 2010 2011 2010
INTEREST INCOME
Loans receivable, including fees $4,739 $4,749 $9,523 $9,429
Securities:
Taxable 310 452 675 966
Tax-exempt 291 265 583 528
Federal funds sold 2 10 3 17
Interest bearing deposits 10 8 13 10
Total Interest Income 5,352 5,484 10,797 10,950
INTEREST EXPENSE
Deposits 767 1,111 1,536 2,215
Borrowings 264 355 529 707
Junior subordinated debentures 55 55 109 108
Total Interest Expense 1,086 1,521 2,174 3,030
Net Interest Income 4,266 3,963 8,623 7,920
PROVISION FOR LOAN LOSSES 1,112 965 1,951 1,702
Net Interest Income after Provision for Loan
Losses 3,154 2,998 6,672 6,218
OTHER INCOME
Service fees on deposit accounts 328 340 644 674
ATM and debit card fees 138 127 260 242
Bank-owned life insurance 105 73 209 109
Insurance commissions and fees 564 590 1,179 1,137
Investment brokerage fees 39 49 70 109
Realized holding (losses) gains on trading securities - 4 ) - 7
Gain on sale of securities, available for sale 269 54 269 54
Gain (loss) on sale of foreclosed real estate 7 1 4 ) 5
Impairment write-downs on equity securities - (171 ) - (171
Other 51 79 119 148
Total Other Income 1,501 1,138 2,746 2,314
OTHER EXPENSES
Salaries and employee benefits 1,986 2,139 3,993 3,980
Occupancy, net 336 331 717 675
Furniture, equipment and data processing 288 295 588 594
Advertising and promotion 46 51 89 102
Professional fees 149 135 276 268
Director fees 72 60 139 118
FDIC assessment 126 225 382 449
Insurance 54 55 110 111

Explanation of Responses:
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Stationary and supplies 40 50 83
Loan collection costs 177 86 292
Write-down on foreclosed real estate - - 145
Expenses related to foreclosed real estate 79 110 103
Amortization of intangible assets 2 4 5
Other 344 292 637
Total Other Expenses 3,699 3,833 7,559
Income before Income Taxes 956 303 1,859
PROVISION (BENEFIT) FOR INCOME TAXES 229 2 ) 438
Net Income $727 $305 $1,421
EARNINGS PER SHARE
Basic $0.22 $0.09 $0.44
Diluted $0.22 $0.09 $0.43

See Notes to Unaudited Consolidated Financial Statements

94
163
29
138

635
7,364

1,168
220
$948

$0.29
$0.29

Explanation of Responses:
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SUSSEX BANCORP
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
Six Months Ended June 30, 2011 and 2010

(Unaudited)
Accumulated
Number of Other Total
Shares Common Retained Comprehensive Treasury Stockholders'

(Dollars in thousands, except
per share data) Outstanding Stock Earnings Income Stock Equity
Balance December 31, 2009 3,259,786 $ 27,805 $ 6,577 $ 145 $ - $ 34,527
Comprehensive income:

Net income - - 948 - - 948
Change in unrealized losses on
securities available for sale, net
of tax - - - 391 391
Total Comprehensive Income 1,339
Restricted stock granted 87,487 - - - - -
Restricted stock forfeited (2,743 ) - - - - -
Compensation expense related
to stock option and restricted
stock grants - 29 - - - 29
Balance June 30, 2010 3,344,530 $ 27,834 $§ 7,525 $ 536 $ - $ 35,895
Balance December 31, 2010 3,351,566 $ 27,870 $ 8,753 $ 47 $ ) $ 36,666
Comprehensive income:

Net income - - 1,421 - - 1,421
Change in unrealized losses on
securities available for sale, net
of tax - - - 482 - 482
Total Comprehensive Income 1,903
Restricted stock granted 22,218 - - - - -
Restricted stock forfeited (399 ) - - - - -
Compensation expense related
to stock option and restricted
stock grants - 46 - - - 46
Balance June 30, 2011 3,373,385 $ 27916 $ 10,174 $ 529 $ “ ) $ 38,615

See Notes to Unaudited Consolidated Financial Statements

Explanation of Responses: 6
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SUSSEX BANCORP
CONSOLIDATED STATEMENTS OF CASH FLOWS

Six Months Ended
June 30,
(Dollars in thousands) 2011 2010
Cash Flows from Operating Activities
Net income $1,421 $948
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 1,951 1,702
Provision for depreciation and amortization 307 330
Net change in trading securities - 714
Net amortization of securities premiums and discounts 416 93
Net realized gain on sale of securities (269 ) (54
Impairment charge on equity securities - 171
Net realized loss (gain) on sale of foreclosed real estate 4 ®
Provision for foreclosed assets 145 27
Earnings on bank-owned life insurance (209 ) (108
Compensation expense for stock options and stock awards 46 29
(Increase) decrease in assets:
Accrued interest receivable 135 141
Other assets (3,665 ) (142
Increase in accrued interest payable and other liabilities 244 471
Net Cash Provided by Operating Activities 526 4,317
Cash Flows from Investing Activities
Securities available for sale:
Purchases (7,297 ) (17,830
Sales 6,271 1,001
Maturities, calls and principal repayments 19,172 13,509
Securities held to maturity:
Purchases (966 ) -
Net (increase) decrease in loans (4,842 ) 94
Proceeds from the sale of foreclosed assets 403 194
Purchases of interest bearing time deposits - (500
Purchases of bank premises and equipment (69 ) (227
Purchases of bank owned life insurance - (6,500
Decrease (increase) in FHLB stock 398 (58
Net Cash Provided by (Used in) Investing Activities 13,070 (10,317
Cash Flows from Financing Activities
Net increase in deposits 6,947 27,976
Repayments of borrowings (10,000 ) (30
Net Cash (Used in) Provided by Financing Activities (3,053 ) 27,946
Net Increase in Cash and Cash Equivalents 10,543 21,946

Explanation of Responses:

~— N N
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Cash and Cash Equivalents - Beginning
Cash and Cash Equivalents - Ending

Supplementary Cash Flows Information
Interest paid
Income taxes paid
Supplementary Schedule of Noncash Investing and Financing Activities
Foreclosed real estate acquired in settlement of loans
Trading securities transferred to available for sale securities

See Notes to Unaudited Consolidated Financial Statements

17,749
$28,292

$2,194
$834

$2,700
$-

23,079
$45,025

$3,051
$499

$937
$2,241

Explanation of Responses:
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Note 1 - Summary of Significant Accounting Policies

Basis of Presentation

The accompanying unaudited consolidated financial statements include the accounts of Sussex Bancorp (“we,” “us” or
“our”) and its wholly-owned subsidiary Sussex Bank (the “Bank™). The Bank’s wholly-owned subsidiaries are SCB
Investment Company, Inc., SCBNY Company, Inc., ClassicLake Enterprises, LLC, Wheatsworth Properties Corp.,
PPD Holding Company, LLC, and Tri-State Insurance Agency, Inc. (“Tri-State”), a full service insurance agency
located in Sussex County, New Jersey. Tri-State’s operations are considered a separate segment for financial
disclosure purposes. All inter-company transactions and balances have been eliminated in consolidation. The Bank
operates ten banking offices, eight located in Sussex County, New Jersey and two in Orange County, New York.

The Company is subject to the supervision and regulation of the Board of Governors of the Federal Reserve System

(the “FRB”). The Bank’s deposits are insured by the Deposit Insurance Fund (“DIF”) of the Federal Deposit Insurance
Corporation (“FDIC”) up to applicable limits. The operations of the Company and the Bank are subject to the
supervision and regulation of the FRB, FDIC and the New Jersey Department of Banking and Insurance (the
“Department’’) and the operations of Tri-State are subject to supervision and regulation by the Department.

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally
accepted accounting principles for interim financial information. Accordingly, they do not include all of the
information and footnotes required by the accounting principles generally accepted in the United States of America
(“U.S. GAAP”) for full year financial statements. In the opinion of management, all adjustments considered necessary
for a fair presentation have been included and are of a normal, recurring nature. Operating results for the three and six
month periods ended June 30, 2011, are not necessarily indicative of the results that may be expected for the year
ending December 31, 2011. These unaudited consolidated financial statements should be read in conjunction with the
consolidated financial statements and the notes thereto that are included in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2010.

We have evaluated events and transactions occurring subsequent to the balance sheet date of June 30, 2011 for items
that should potentially be recognized or disclosed in these financial statements. The evaluation was conducted
through the date these financial statements were issued.

Reclassifications

Certain amounts in the prior period financial statements have been reclassified to conform to the current year
presentation. These reclassifications had no effect on previously reported net income.

New Accounting Standards

In April 2011, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2011-02, A Creditor’s Determination of Whether a Restructuring Is a Troubled Debt Restructuring. This issuance
clarifies guidance on a creditor’s evaluation of whether or not a concession has been granted, with an emphasis on
evaluating all aspects of the modification rather than a focus on specific criteria, such as the effective interest rate test,

to determine a concession. The ASU goes on to provide guidance on specific types of modifications such as changes

in the interest rate of the borrowing, and insignificant delays in payments, as well as guidance on the creditor’s
evaluation of whether or not a debtor is experiencing financial difficulties. For public entities, the amendments in
ASU 2011-02 are effective for the first interim or annual periods beginning on or after June 15, 2011, and should be
applied retrospectively to the beginning of the annual period of adoption. The entity should also disclose information
required by ASU 2010-20, Disclosures about the Credit Quality of Financing Receivables and the Allowance for

Explanation of Responses: 9
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Credit Losses, which had previously been deferred by ASU 2011-01, Deferral of the Effective Date of Disclosures
about Troubled Debt Restructurings in ASU 2010-20, for interim and annual periods beginning on or after June 15,
2011. We have not completed evaluating the impact of ASU 2011-02 on our consolidated financial statements.

Explanation of Responses: 10
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In April 2011, FASB issued ASU 2011-03, Reconsideration of Effective Control for Repurchase Agreements. This
issuance clarifies the accounting principles applied to repurchase agreements, as set forth by FASB ASC Topic 860,
Transfers and Servicing. This ASU amends one of three criteria used to determine whether or not a transfer of assets
may be treated as a sale by the transferor. Under Topic 860, the transferor may not maintain effective control over the
transferred assets in order to qualify as a sale. This ASU eliminates the criteria under which the transferor must retain
collateral sufficient to repurchase or redeem the collateral on substantially agreed upon terms as a method of
maintaining effective control. This ASU is effective for both public and nonpublic entities for interim and annual
reporting periods beginning on or after December 31, 2011, and requires prospective application to transactions or
modifications of transactions which occur on or after the effective date and early adoption is not permitted. We do not
expect that the adoption of this guidance will have a material impact on our consolidated financial statements.

In May 2011, FASB issued ASU 2011-04, Amendments to Achieve Common Fair Value Measurement and

Disclosure Requirements in U.S. GAAP and IFRSs. This ASU amends FASB ASC Topic 820, Fair Value

Measurements, to bring U.S. GAAP for fair value measurements in line with International Accounting Standards. The

ASU clarifies existing guidance for items such as: the application of the highest and best use concept to non-financial

assets and liabilities; the application of fair value measurement to financial instruments classified in a reporting entity’s
stockholder’s equity; and disclosure requirements regarding quantitative information about unobservable inputs used in
the fair value measurements of level 3 assets. The ASU also creates an exception to Topic 820 for entities which carry

financial instruments within a portfolio or group, under which the entity is now permitted to base the price used for

fair valuation upon a price that would be received to sell the net asset position or transfer a net liability position in an

orderly transaction. The ASU also allows for the application of premiums and discounts in a fair value measurement if

the financial instrument is categorized in level 2 or 3 of the fair value hierarchy. Lastly, the ASU contains new

disclosure requirements regarding fair value amounts categorized as level 3 in the fair value hierarchy such as:

disclosure of the valuation process used; effects of and relationships between unobservable inputs; usage of

nonfinancial assets for purposes other than their highest and best use when that is the basis of the disclosed fair value;

and categorization by level of items disclosed at fair value, but not measured at fair value for financial statement

purposes. This ASU is effective for interim and annual periods beginning after December 15, 2011. We do not expect

that the adoption of this guidance will have a material impact on our consolidated financial statements.

In June 2011, FASB issued ASU 2011-05, Presentation of Comprehensive Income. The provisions of this ASU
amend FASB ASC Topic 220, Comprehensive Income, to facilitate the continued alignment of U.S. GAAP with
International Accounting Standards. The ASU prohibits the presentation of the components of comprehensive income
in the statement of stockholder’s equity. Reporting entities are allowed to present either: a statement of comprehensive
income, which reports both net income and other comprehensive income; or separate, but consecutive, statements of
net income and other comprehensive income. Under previous GAAP, all 3 presentations were acceptable. Regardless
of the presentation selected, the Reporting Entity is required to present all reclassifications between other
comprehensive and net income on the face of the new statement or statements. The provisions of this ASU are
effective for fiscal years and interim periods beginning after December 31, 2011 for public entities. For nonpublic
entities, the provisions are effective for fiscal years ending after December 31, 2012, and for interim and annual
periods thereafter. As the two remaining options for presentation existed prior to the issuance of this ASU, early
adoption is permitted. We do not expect that the adoption of this guidance will have a material impact on our
consolidated financial statements.

Explanation of Responses: 11
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Note 2 — Securities

The amortized cost and approximate fair value of securities available for sale and held to maturity as of June 30, 2011
and December 31, 2010 are summarized as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
(Dollars in thousands) Cost Gains Losses Value

June 30, 2011

Explanation of Responses: 12



