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To Our Shareholders, Customers and Friends:

I am pleased to report continuing progress in our core
business initiatives. Specifically, as of September 30, 2006 net
loans have increased by $23,773,173 to $231,316,899 or 11.5%
when compared to the same period in 2005. Total deposits have
increased by $23,500,024 to $307,907,802 or 8.3%. The trust
and investment services division continues to perform, posting
revenues of $1,410,500 or a 26% increase from the $1,119,129
reported for the first nine months of 2005.

Net income for the third quarter of 2006 totaled
$1,159,874 ($.69 per average share outstanding) compared to
$1,131,211 ($.67 per average share outstanding) for the third
quarter of 2005. Net income for the first nine months of 2006
totaled $3,312,775 ($1.97 per average share outstanding)
compared to $3,768,148 ($2.24 per average share outstanding)
for the corresponding period in 2005. Continuing efforts to
control operating expenses have resulted in a $129,425
decrease in other noninterest expenses for the first nine months
of 2006.

Your Board of Directors has declared a third quarter cash
dividend of $.26 per common share, which will be paid to
shareholders of record as of September 29, 2006 on October
31st. This compares to a $.25 per common share cash dividend
for the third quarter of 2005.

On October 6th, the Bank announced that it had entered
into a purchase and assumption agreement to acquire certain
assets and liabilities of a small branch of New York Community
Bank. The acquisition is subject to state and federal regulatory
approvals and will open the door for us to operate additional
branches in New York State. This is part of an overall strategy
to allow us to better serve our current and future customers in
the tri-state area and further enhance shareholder value.

Thank you for your interest and confidence in Salisbury
Bank and Trust Company. We will continue to implement
programs which we feel will result in the most significant
improvement in shareholder value and customer satisfaction.
Special thanks to the Bank’s business partners, the Board of
Directors, the SBT Advisory Board, our officers and staff for
their dedication for providing exemplary service to the Bank’s
various constituencies.

John F. Perotti
Chairman & CEO
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SELECTED FINANCIAL DATA
At or for the nine months

ended September 30

2006 2005 2004
(unaudited)

Total risk based capital 16.36% 15.82% 13.69%
Tier 1 risk based capital 15.23% 14.57% 12.57%
Leverage ratio 8.46% 7.87% 8.82%
Earnings per average 

share outstanding $ 1.97 $ 2.24 $ 2.05

Dividends declared per share
Year to Date

CONSOLIDATED STATEMENTS OF CONDITION
September 30

2006 2005
(unaudited)

Assets
Cash and due from banks $ 6,974,584 $  10,966,568
Federal funds sold 347,000 0
Money market mutual funds 1,043,414 1,107,407
Investments in available-for-sale

securities at fair value 158,049,320 151,709,658
Investments in held-to-maturity

securities at amortized cost 75,953 154,737
Federal Home Loan Bank stock 4,553,000 5,413,200
Loans, net 231,316,899 207,543,726
Investment in real estate 75,000 75,000
Premises & equipment 6,224,053 6,427,896
Goodwill 9,509,305 9,509,305
Core deposit intangible 1,534,553 1,698,768
Accrued interest receivable 2,415,283 2,016,881
Cash surrender value of

life insurance policies 3,514,346 3,385,038
Other assets 1,796,494 2,261,067

Total assets $427,429,204 $402,269,251
Liabilities

Deposits:
Demand $  66,231,703 $  65,474,610
Savings, NOW 72,207,337 81,308,625
Money market 53,466,299 55,659,236
Time deposits 116,002,463 81,965,307

Total deposits 307,907,802 284,407,778
Federal Home Loan Bank advances 72,321,959 72,451,725
Due to broker 73,725 0
Other liabilities 2,287,898 2,828,933

Total liabilities 382,591,384 359,688,436
Shareholders’ Equity

Common stock, par value $.10 per share
Authorized: 3,000,000 shares
Issued and outstanding shares

1,684,181 in 2006
and 1,683,341 in 2005 168,418 168,334

Paid-in capital 13,099,881 13,068,045
Retained earnings 33,100,034 30,728,345
Accumulated other comprehensive loss (1,530,513) (1,383,909)

Total shareholders’ equity 44,837,820 42,580,815
Total liabilities and

shareholders’ equity $427,429,204 $ 402,269,251

CONSOLIDATED STATEMENTS OF INCOME
Nine Months Ended 2006 2005
Septemer 30 (unaudited)

Interest & fees on loans $ 11,470,472 $ 9,811,037
Interest & dividends on securities 5,890,509 5,564,810

Total interest and dividend income 17,360,981 15,375,847
Interest expense on deposits 4,843,103 2,961,922
Interest expense on borrowed funds 2,608,591 2,333,341

Total interest expense 7,451,694 5,295,263
Net interest and dividend income 9,909,287 10,080,584

Provision for loan losses 0 270,000
Net interest and dividend income

after provision for loan losses 9,909,287 9,810,584
Trust/Investment services income 1,410,500 1,119,129
Gains on sales of available-for-sale

securities, net 293,632 1,227,436
Other noninterest income 1,534,566 1,543,488
Other noninterest expense 8,929,940 9,059,365
Provision for income taxes 905,270 873,124

Net income $ 3,312,775 $ 3,768,148  

CONSOLIDATED STATEMENTS OF INCOME
Three Months Ended 2006 2005
September 30 (unaudited)

Interest & fees on loans $ 3,999,093 $ 3,362,146
Interest & dividends on securities 2,112,505 1,910,582

Total interest and dividend income 6,111,598 5,272,728
Interest expense on deposits 1,885,931 1,074,906
Interest expense on borrowed funds 867,999 831,616

Total interest expense 2,753,930 1,906,522
Net interest and dividend income 3,357,668 3,366,206

Provision for loan losses 0 90,000
Net interest and dividend income

after provision for loan losses 3,357,668 3,276,206
Trust/Investment services income 475,500 342,399
Gains on sales of available-for-sale

securities, net 232,950 390,914
Other noninterest income 504,205 541,628
Other noninterest expense 3,100,989 3,067,499
Provision for income taxes 309,460 352,437

Net income $ 1,159,874 $ 1,131,211


