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The story of 2008 — 
Skillful navigation brings 
successful outcome. 
by Rick Bastian, 
President & CEO, Blackhawk Bank 

Dear Shareholders, Clients and Friends, 

It was a pretty good year for Blackhawk 
Bancorp, all things considered. 

The global economy became immersed in a 
severe recession. The stock market tanked and 
financial and capital markets remained frozen. 
For all intents and purposes, financial giants 
Citigroup, Wachovia, Washington Mutual, and 
insurer AIG failed. Freddie Mac and Fannie Mae 
were taken over by the government. Three of 
the top five independent Wall Street firms 
disappeared through bankruptcy or forced 
merger. The banking industry recorded one of 
its worst financial performances in over 20 
years. 

In all of this turmoil, we didn't just survive; we 
thrived. We reported an 11% increase in net 
income and a 14% increase in earnings per 
share. Earnings in 2008 totaled $2.6 million 
compared to the $2.3 million recorded in 2007. 
Earnings per share increased to a record $1.17 
compared to the $1.03 booked a year earlier. 

Much of this increase was fueled by strong 
growth in loans and deposits and an improve
ment in net interest margin. Average loans in 
the fourth quarter increased $34.3 million to 

$323.1 million, a 12% jump over the fourth 
quarter of 2007. Fourth quarter average 
deposits increased 9% to $372.7 million fueled 
in part by significant growth in our EasyMoney 
checking account. For more detail on our 
financial performance last year, please refer to 
CFO Todd James' discussion later in this report. 

2008 marked the first full year of operating our 
dedicated mortgage services / loan production 
office on Argus Drive in Rockford. We are in a 
great position to capitalize on the decisions of 
large banks to no longer service their mortgage 
loans and to capture market share from 
mortgage lenders and brokers who have exited 
the market. We also opened a new full-service 
banking center on l l th Street in Rockford in 
November. Located in the middle of Rockford's 
older industrial area and near the growing 
Rockford airport, we expect to increase our 
position as 'the bank' for small manufacturers 
in an area of that city that is underserved. 

If the economy was weakening during most of 
2008 it collapsed in the last couple of months. 
We went from thinking we were going to have 
a pretty good year in a tough economy to 
recognizing that the global economy and finan
cial system were under unprecedented stress in 
a way that was just downright scary. Trillions of 
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dollars of wealth evaporated with the almost 
free fall drop in the stock market. Home equity 
evaporated with the decline in the real estate 
market. Huge banks across the globe were on 
the verge of fail ing wi thout government 
support. Many of our manufacturing clients 
saw incoming orders decline dramatically. The 
auto industry was teetering on the verge of col
lapse. Unemployment in our three primary 
markets soared into double digits as plant 
closings and layoffs increased. 

We thought we had done a pretty good job of 
managing risk by avoiding concentrations in 
residential and commercial real estate that 
clogged the balance sheets and pressured the 
bottom lines of so many large and regional 
banks. We also thought we had done a pretty 
good job of keeping overall delinquencies and 
non-performing loans under control. There 
was, however, no way we could completely 
dodge the consequences of the worst econo
my in at least 25 years. Delinquencies and 
non-performing loans did increase toward the 
end of 2008, a trend we expect to continue 
until the economy recovers. 

Under the circumstances, we felt that it was 
imperative to enter 2009 with a strong balance 
sheet. With the capital markets closed to 
banks, options for raising capital were limited 
and very expensive, if available at all. We 
applied for and were approved for $10 million 
in the US Treasury's Capital Purchase Program. 
After much agonizing analysis and discussion, 
we went ahead and closed on the transaction 
in March of 2009. Although most of the bigger 
banks and bank holding companies in the area 
have received Treasury investment, it took 

some courage for us to be the only locally 
based bank to do so. In the end, we felt that to 
strengthen an already strong capital position 
was the best thing we could do to support the 
banking needs of a region suffering from the 
recession when some of our competitors are 
simply not in a position to do so. 

We believe that 2009 will be a challenging year 
for our bank as the effects of a deep and pro
longed recession work their way into our local 
economies. We also believe that our strong 
capital position, conservative lending culture, 
and our reputation for providing a solutions-
based approach to client service position us to 
benefit from economic uncertainty. 

You have a Board of Directors, management 
team and a group of outstanding employees 
totally committed to the success of the compa
ny, its shareholders, clients and the communi
ties we serve... even in turbulent times. 

Sincerely, 

(uc(6^?i /SJ^ 
Rick Bastian, 
President & CEO 

Blackhawk Bancorp, Inc. & Subsidiaries 
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L to R: Steve Meade. John Jensen 

Beloit Special Machine Co. 
Beloit Special Machine Company was founded in 1979 by 
four partners; two were local and two were from Milwaukee. 
In 1980 two were bought out by two men who were 
employees. The remaining original owners retired in the late 
80's. Today, Beloit Special Machine is ov/ned by partners 
John Jensen and Steve Meade. 

"Our company made good progress until '81, when the 
manufacturing drought put BSM in economic turmoil. We 
leased our equipment from a Milwaukee company that 
ended up in foreclosure, forcing us into reorganizational 
bankruptcy. At that time we were paying in excess of 24% 
on our equipment loans. We were able to make it through 
that economic down turn due to a customer that agreed to 
pre-pay us for a large order and with help from our bank 
-then Beloit Savings Bank. (Now Blackhawk Bank, hereafter 
referenced as such.) Back then, business could be done 
with a strong work ethic and your 'word'; everything wasn't 
spelled out in contracts. Our bankers knew us personally; 
they used the resourceful thinking we needed. 

"In 1986 we decided to put a sizeable addition onto our 
building. We contacted some of the larger local banks for 
backing with a construction loan. One local bank refused; 
they told us the amount we wanted to borrow was just too 
much for a local bank to handle. 

"We took our plan and loan request to Jim Kelly at 
Blackhawk. He and the other men on the management 
team found the solution to fund our loan. We purchased a 
3500 square foot building with a loan to the company for ? 
the amount, and the remainder was parceled out in person
al guarantees from all the owners. 

"It's been over 20 years now and we still bank solely with 
Blackhawk Bank. The bank is bigger now but still commu
nity minded. The bank never forgot who we were as they 
grew. Dale Reeves, our banker, and Rick Bastian are gen
uinely interested in our company. They believe in us; we're 
certain that they will support whatever new ventures we 
deem worthwhile. We know Blackhawk Bank is our bank!" 

Steve Meade & John Jensen, Owners 
Beloit Special Machine Co. 
1504 Sixth Street Beloit, Wl 

Balanced IT Solutions 
One day in September of '07 friends Ron Machisen, Dude 
Frank, and Erwin Ponce met for lunch and became 
engaged in the usual 'shop talk'. Offhandedly one of them 
suggested they could start their own business with the 
huge amount of technology skills assembled around the 
table. Dude recounted the lunch discussion with his wife 
Kerry, who has an entrepreneurial spirit as big as cyber
space. 

"My husband came home and told me how they had 
laughed about it. I've been an entrepreneur all my life—I've 
worked since 1 was 12—and my goal has always been to cre
ate a life-changing, world-changing business. That very day 
my husband and I started researching IT companies. 

"We were three couples with a dream. The husbands, all 
very experienced in IT, have different backgrounds and 
skills. We knew we had to figure out how to set ourselves 
apart from other IT providers. We created a niche concept 
with three technology divisions: aviation, security, and IT 
management for businesses. Each of the partners has 
expertise and contacts in their specific division; we knew 
there was opportunity. 

L to R: Dude Frank. Kerry Frank, Erwin Ponce, Ron Machisen 

"We pooled our life savings and named our company 
Balanced IT Solutions. We developed a business plan and 
set up interviews with three local banks, hoping to find a 
long-term partner. Two interviews were conducted without 
a single business banker in attendance. Only one bank -
Blackhawk Bank - took us seriously. Three of their commer
cial bankers listened to us, read our plan, believed in us and 
proceeded to help us in every way we needed. I was on 
board as the company's Director of Business by January of 
'08, and we officially opened in March. 

"Blackhawk Bank invests as much energy in our success as 
we do. They're touchable. Rick Bastian has spent hours 
sharing his knowledge with me. Steve Sinkiawic is always 
on top of our needs, and Becky Brown is highly responsive 
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and customer service oriented. In our roles as technology 
experts to many companies, we each wear 25 hats every 
day - we rely on our bankers to take care of us. Our busi
ness is entering a rapid growth period; with involvement in 
Homeland Security and agreements with global airline 
companies, Blackhawk gives us the solid foundation and 
the backing we need to sustain growth. I'm very glad we 
chose Blackhawk Bank." 

Kerry Frank, Director of Business 
Balanced IT Solutions 
South Beloit, IL 

The Foleys 
"We can't say enough 
good things about 
Blackhawk Bank. We 
bought our home 
in September 2007; 
when the market con
ditions were right, our 
Blackhawk Mortgage 
Banker called with 
advice to refinance. 
We did, and our pay
ment dropped. Now 
we have more dispos
able income for nec
essities and the things 
we enjoy." 

Sheila & Frank Foley 
Caledonia, IL 

Sheila & Frank Foley 

The Kaney Group, LLC 

"The Kaney Group, LLC is a collection of dynamic and syn
ergistic companies. Our business model is modern and 
requires a bank that's "high touch". Andy Williams, a busi
ness banker at Blackhawk and Rick Bastian, the bank's 
President & CEO were aggressive in their recruitment 
efforts. We recognized that the propositions they brought 
to the table were significant to our success and they won 
our business a year and a half ago. 

"We've found a partner in Blackhawk. They take the time 
required to dive deep into our business model, to fully 
understand our motivations and to partner with us all along 
the way. Our communication is frank and objective; they've 
given us nothing but outstanding guidance. We have access 
to decision makers and problem solvers. They're flexible; 

they know the local marketplace and the opportunities 
therein, and they're vested in the community. 

"Kaney Aerospace is a leader in providing services to the 
aerospace industry. We specialize in aerospace engineering 
in all related fields including mechanical, electrical and soft
ware, plus we have a strong presence in automation. We 
also have a packaged Engineering Partnering Program™ 
that offers work package engineering services, both on and 
off site, to aerospace companies and suppliers competing 
in the marketplace. 

"Our wholly owned financial subsidiary, Kaney Capital, sup
ports our expanding global activities and funding require
ments. One of its mandates includes interfacing with the 
financial community to support our business development 
initiatives and manage our monetization strategies. 

"Blackhawk helped our business and that of another client 
by creating a synergy between us. They introduced us to 
an engineering wizard who needed a supporting company 
to realize his product's full potential. These talks, with the 
help of Blackhawk Bank, led us to enter into a unique busi
ness relationship. We created Kaney Composites to design, 
manufacture and market superior aerospace composite 
structures. The combination was a win-win for both compa
nies. 

"The Kaney Group identified a need to add manufacturing 
capabilities. Blackhawk was by our side during the whole 
acquisition process, providing valuable resources and guid
ance as well as traditional banking needs. In 2008 we com
pleted the acquisition of Ardekin Precision, adding a valu
able manufacturing arm to our group of companies. 

"Blackhawk's products and services meet all of our financial 
needs that a local bank can provide. We have a dedicated 
team of on-site bankers 
that manage our capital 
needs, cash management 
services and Health 
Savings Accounts that 
both the company and 
our employees contribute 
to. 
We believe in Blackhawk; 
we highly recommend the 
bank to our professional 
associates, family and 
friends." 

Jeffrey J. Kaney, Sr., CEO, 
Kaney Group, LLC. 
Chicago Rockford 
International Airport, 
Rockford IL Jeffrey J, Kaney, Sr 
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To Our Shareholders: 

Last year was the toughest year that the banking industry 
has faced in a long time. What started out as a "sub-prime" 
mortgage crisis spread into other areas of the capital mar
kets causing a near melt-down of the global financial sys
tem. In 2008 we saw the pillars of Wall Street collapse and 
many of the large national and regional banks begin to 
buckle under the pressure of mounting credit losses. 
Despite the challenges of this economic environment, 
Blackhawk continued to lend and grow its deposit base in 
2008, achieving record earnings per share for the year. 

We believe that 2009 will be even more challenging than 
2008 as the effects of a deep and prolonged recession 
work their way through our local economies. Our number 
one strategic priority for 2009 is to fortify the balance 
sheet and ensure our ability to keep lending to creditwor
thy borrowers and to give depositors assurance that their 
money is safe. To fortify the balance sheet we will be 
increasing loan loss reserves, improving capital ratios and 
maintaining a strong liquidity position. Our outlook for the 
year is cautiously opportunistic. We believe that this is a 
time to solidify relationships with existing customers by 
being a good partner during tough economic times and to 
create new relationships with creditworthy borrowers who 
have been turned away or turned off by our larger competi
tors. 

Overall Results: Blackhawk had net income of $2,552,000 
for 2008, an 11% increase over the year before. Earnings per 
diluted share increased 14% to a record $1.17 compared to 
the $1.03 per diluted share earned in 2007, continuing our 
trend of earnings per share growth. The improved perform
ance includes a $2,140,000 increase in net interest income, 
reflecting strong loan and deposit growth and an improved 
net interest margin. The bank also realized growth in non-
interest income, primarily due to a $570,000 increase in 
mortgage banking revenue. The increases in revenue were 
partially offset by a $756,000 increase in the provision for 
loan losses, impairment charges of $601,000 on available 
for sale securities, and a $1,289,000 increase in operating 
expenses. 

Diluted Earnings Per Share 

2005 2006 2007 2008 

Net interest income: Net interest income increased 17% 
over 2007 to $15,026,000. During 2008 Blackhawk grew 
the earning asset base and improved the net interest mar

gin. Average earning assets for 2008 grew by $32,322,000, 
or 8% over the prior year, while the net interest margin 
improved 27 basis points to 3.45%. The increase in earning 
assets was driven by loan growth, primarily in the commer
cial and commercial real estate categories. Average total 
loans increased by $26,539,000, or 9% over 2007's average 
balance. 

Deposit growth was strong in 2008 as well. Total average 
deposits for the year increased by $25,731,000, or 8% over 
the prior year. The deposit growth was primarily the result 
of the success of our personal checking product, 
EasyMoney. This account rewards customers with a higher 
interest rate for using the internet, debit cards or other 
electronic means to access their accounts. The higher 
interest expense on these accounts is partially offset by 
reduced processing costs, debit card revenue and other 
deposit service fees. More importantly, Easy Money has 
attracted thousands of customers to the bank who had no 
previous relationship with Blackhawk. These new relation
ships represent myriad new opportunities to cross sell addi
tional products and services. 

Other Revenue: Non-interest income for 2008 increased by 
$208,000, or 4% over the prior year. This included a 
$570,000, or 67% increase in gain on sale of mortgage 
loans as a result of heavy refinance activity during the early 
months of 2008. The company also realized a $220,000, or 
33% increase in debit card fees reflecting the Bank's growth 
in EasyMoney checking and broader acceptance and use of 
debit cards. These increases in non-interest income were 
partially offset by a $601,000 loss on available for sale 
securities, compared to a $66,000 gain in 2007. The total 
amount of the loss in 2008 represents impairment charges 
on private issue mortgage-backed securities which were 
still held by the company at the end of the year. 
Management expects the actual credit losses on these 
impaired securities to be much less than the impairment 
charge taken, however the accounting rules required the 
security to be written down to fair value. The decrease in 
the fair value of the impaired investments includes a signif
icant discount due to the lack of liquidity caused by the col
lapse in the market for these securities. Management 
intends to hold the securities and believes that a substan
tial portion of the impairment charge will eventually be 
recovered as the investments continue to amortize, making 
required principal and interest payments, or an active mar
ket is re-established. 

Operating Expense: Total operating expense increased 
$1,289,000, or 9%, to $15,484,000. This includes increases 
of $791,000, $180,000, and $246,000 in compensation, 
occupancy and data processing, respectively. The increase 
in compensation is partially due to the increase in mort
gage banking revenue, which is generated by commission 
based employees. The increase in occupancy expense 
reflects the first full year of operation of the Rockford mort
gage loan production office, the opening of a new banking 
center on the south side of Rockford, and increased utility 
and snow removal costs. The increase in data processing 
reflects the growth in the number of accounts processed on 
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the bank's core system and increased volume of debit card 
transactions processed. 

Credit Quality: The provision for loan losses of $1,322,000 
for 2008 represents a 134% increase over the $566,000 
provided in 2007. The increased provision strengthened 
the allowance for loan losses to total loans to .90% at year 
end compared to .82% at December 31, 2007. Loan charge
offs, net of recoveries, increased by 71% to $763,000, an 
amount equal to 0.23% of total loans, compared to 
$466,000 for 2007. 

Nonperforming Loans to Total Loans 
4.00% 

3.50% 

3.00% 

2.50% 

2.00% 

1.50% 

1.00% 

0.50% 

0.00% 

)cal Peer Regional Peer 

As the economy worsened the level of nonperforming loans 
began to increase, however to a lesser extent than experi
enced by the local and regional peer groups that 
Blackhawk tracks performance against. At December 31, 
2008 Blackhawk's ratio of nonperforming loans to total 
loans was equal to 1.50%, compared to the local and region
al peer group ratios of 2.17% and 2.86%, respectively. The 
ratio of the allowance for loan losses to nonperforming 
loans decreased to 60% at December 31, 2008 compared to 
105% at the end of 2007. As part of our efforts to fortify the 
balance sheet management expects to continue strength
ening the loan loss reserve, especially if the economic con
ditions continue to deteriorate. We expect delinquent and 
nonperforming loans to continue increasing; however, we 

are also confident that the company's strong credit culture 
and the processes in place to support it will mitigate the 
actual amount of loans charged off. 

Capital: In addition to strengthening the allowance for loan 
losses, increasing the company's capital position is an 
important part of our strategic priority to fortify the bal
ance sheet. With over $57 million in loan growth over the 
last two years the bank's capital ratios, while still above reg
ulatory requirements to be considered well capitalized, 
were not high enough to support another year of substan
tial loan growth, especially in the midst of a recession. 
With the melt-down of the capital markets in 2008 alterna
tive sources of private capital, if even available, have 
become cost prohibitive. With the $10,000,000 capital 
investment, which was received on March 13, 2009 under 
the U.S. Treasury's Capital Purchase Program, Blackhawk 
will be able to continue growing and meeting the credit 
needs of its customers. It is management's intent to repay 
the investment back to the government as soon as other 
viable capital options are available in the private market. 

In Summary: It is during tough times that the quality of a 
bank's underwriting and other risk management practices 
are tested. In 2008, Blackhawk was able to continue grow
ing loans and deposits and improve earnings while many in 
the industry experienced steep losses. We expect 2009 to 
be even more challenging if the forecasts of a deep and 
prolonged recession are accurate. Blackhawk's manage
ment team is focused on dealing with these challenges and 
fortifying the balance sheet so that the company not only 
survives, but thrives on the opportunities that are sure to 
present themselves in these tough times. 

Todd J. James 
Executive Vice President & CFO 
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Consolidated Balance Sheets 
December 31, 2008 and 2007 

Assets 

(Amounts in thousands, except silare and per share data) 

2008 2007 

Cash and due from banks 

Federal funds sold and securities purchased under agreements to resell 

Total cash and cash equivalents 

Interest-bearing deposits in banks 

Trading securities 

Securities available-for-sale 

Federal Home Loan Bank (FHLB) Stock, at cost 

Loans, less allowance for loan losses of $2,970 and $2,411 

at December 31, 2008 and 2007, respectively 

Office buildings and equipment, net 

Intangible assets, net 

Cash surrender value of bank-owned life insurance 

Other assets 

Total assets 

Liabilities and Stockholders' Equity 

Liabilities 

Deposits: 

Noninterest-bearing 

Interest-bearing (including $5,610 and $8,790 at fair value at December 31 

2008 and December 31, 2007, respectively) 

Total deposits 

Short-term borrowings 

Long-term borrowings (including $15,535 and $15,166 at fair value at 

December 31, 2008 and December 31, 2007, respectively) 

Subordinated debentures (including $1,034 at fair value at 

December 31, 2008 and December 31, 2007, respectively) 

Other liabilities 

$9,960 

8,598 

18,558 

1,080 

19,603 

103,274 

4,085 

326,358 

9,042 

6,739 

7,915 

3,787 

$500,441 

$13,315 

9,478 

22,793 

1,066 

26,520 

92,266 

4,085 

292,529 

7,424 

6,636 

7,286 

4,068 

$464,673 

$46,774 $45,251 

330,221 

376,995 
9,222 

5,158 

3,569 

285,988 
331,239 

31,278 

79,147 69,653 

5,158 

2,852 

Total liabilities 

Stockholders' equity 

Preferred stock, $0.01 par value, 1,000,000 shares authorized none issued 

Common stock, $0.01 par value, 10,000,000 shares authorized 

2,239,756 shares issued as of December 31, 2008 and 2007, respectively 

Surplus 

Retained earnings 

Treasury stock, 85,252 and 65,259 shares, at cost as of December 31, 

2008 and 2007, respectively 

Accumulated other comprehensive loss 

Total stockholders' equity 

Totai liabilities and stockholders' equity 

474,091 440,180 

22 

9,279 

18,357 

(931) 

(377) 

26,350 

$500,441 

22 

9,279 

16,582 

(733) 

(657) 

24,493 

$464,673 
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Blackhawk Bancorp, Inc. 

Consolidated Statements of Income 
Years Ended December 31, 2008 and 2007 

(Amounts in thousands, except share and per share data) 

2008 2007 

Interest Income: 
Interest and fees on loans 
Interest on trading securities 
Interest and dividends on available-for-sale securities: 

Taxable 
Tax-exempt 

Interest on federal funds sold and securities purchased under agreements to resell 
Interest on interest-bearing deposits in banks 

Total Interest and dividend Income 

Interest Expense: 
Interest on deposits 
Interest on short-term borrowings 
Interest on long-term borrowings 
Interest on subordinated debentures 

Total interest expense 

Net interest and dividend income 

Provision for Loan Losses 
Net interest and dividend income after provision for loan losses 

Noninterest Income: 
Service charges on deposit accounts 
Net gain on sale of loans 
Debit card interchange fees 
Net losses on trading activities 
Net gains (losses) on sales of available-for-sale securities 
Net other gains (losses) 
Increase in cash surrender value of bank-owned life insurance 
Other 

Total noninterest income 

Noninterest Expenses: 
Salaries and employee benefits 
Occupancy and equipment 
Data processing 
Advertising and marketing 
Amortization of intangibles 
Professional fees 
Office supplies 
Telephone 
Other 

Total noninterest expenses 

Income before income taxes 

Income Taxes 

Net income 

Basic Earnings Per Share 
Diluted Earnings Per Share 

$20,712 
1,223 

4,858 
586 
393 

35 
27,807 

8,656 
303 

3,477 
345 

12,781 

$21,005 
1,288 

3,972 
352 
946 
101 

27,664 

10,246 
1,423 
2,373 

736 
14,778 

15,026 12,886 

1,322 
13,704 

2,749 
1,420 

879 
(401) 
(601) 

(5) 
279 
876 

5,196 

8,263 
2,278 
1,612 
455 
263 
575 
289 
232 

1,517 
15,484 

3,416 

864 

$2,552 

$1.18 
1.17 

566 
12,320 

2,652 
850 
659 

(444) 
66 
86 

272 
847 

4,988 

7,472 
2,098 
1,366 
430 
323 
526 
266 
267 

1,447 
14,195 

3,113 

822 

$2,291 

$1.04 
1.03 
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Blackhawk Bancorp, Inc. 

Consolidated Statements of Changes in Stockholders Equity 
Years Ended December 31, 2008 and 2007 

(Amounts in thousands, except share and per share data) 

Common 
Stock Surplus 

Retained 
Earnings 

$15,468 

2,291 

(386) 

Treasury 
Stock 

$(34) 

Accumu
lated 

Other 
Compre

hensive 
Income 
(Loss) 

$(516) 

-

311 

Total 

$24,208 

2,291 

(75) 

Balance, December 31, 2006 

Comprehensive income: 

Net income 

Cumulative effect of FAS 159, net of tax effect 

Change in net unrealized gains on 

available-for-sale securities, net of 

reclassification adjustment and tax effect 

Total comprehensive income 

Cash dividends paid - $0.36 per share 

Exercise of stock options, net of tax effect 

Purchase of 62,529 shares of treasury 

stock, at cost 

$22 $9,268 

(452) 

(791) 

(452) 

1,764 

(699) 

(791) 

11 

(699) 

Balance, December 31, 2007 

Comprehensive income: 

Net income 

Change in fair value of derivatives used for 

cash flow hedging purposes 

Change in net unrealized gains on 

available-for-sale securities, net of 

reclassification adjustment and tax effect 

Total comprehensive income 

Cash dividends paid - $0.36 per share 

Purchase of 19,723 shares of treasury 

stock, at cost 

22 9,279 16,582 

2,552 

(733) (657) 24,493 

(465) 

745 

(777) 

(198) 

2,552 

(465) 

745 

2,832 

(777) 

(198) 

Balance, December 31, 2008 $22 $9,279 $18,357 $(931) $(377) $26,350 
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Blackhawk Bancorp, Inc. 

Average Balance Sheet with Resultant Interest and Rates 
Years Ended December 31, 2008 and 2007 
(Yields on a tax-equivalent basis and amounts in thousands) 

Twelve months ended December 31, 2008 Twelve months ended December 31, 2007 

Interest Earning Assets: 

Interest-bearing deposits in banks 

Federal funds sold & securities 

purchased under agreements to 

resell 

Investment securities: 

Taxable investment securities 

Tax-exempt investment securities 

Total Investment securities 

Loans 

Total Earning Assets 

Allowance for loan losses 

Cash and due from banks 

Other Assets 

Total Assets 

Interest Bearing Liabilities: 

Interest bearing checking accounts 

Savings and money market deposits 

Time deposits 

Total interest bearing deposits 

Short-term borrowings 

Subordinated debentures 

Long-term borrowings 

Total Interest-Bearing Liabilities 

Interest Rate Spread 

Noninterest checking accounts 

Other liabilities 

Total liabilities 

Stockholders' equity 

Total Liabilities and 

Stockholders' Equity 

Net Interest Income/Margin 

Average 
Balance 

$1,297 

13,239 

Interest 
Average 

Rate 
Average 
Balance Interest 

$35 

393 

2.68% 

2.97% 

$2,110 

15,721 

$101 

946 

Average 
Rate 

4.79% 

6.02% 

107,173 

15,513 

122,686 

306,448 

$443,670 

(2,693) 

11,962 

26,610 

$479,549 

$62,157 

122,856 

122,604 

307617 

13,666 

5,158 

76,629 

$403,070 

49,189 

2,807 

455,066 

24,483 

$479,549 

6,081 

586 

6,667 

20,712 

$27,807 

$1,511 

2,335 

4,810 

8,656 

303 

345 

3,477 

$12,781 

$15,026 

5.67% 

5.72% 

5.68% 

6.76% 

6.34% 

2.43% 

1.90% 

3.92% 

2.81% 

2.22% 

6.69% 

4.54% 

3.17% 

3.17% 

3.45% 

104,361 

9,247 

113,608 

279,909 

$411,348 

(2,365) 

14,417 

25,445 

$448,845 

$43,447 

111,445 

127515 

282,407 

27802 

11,391 

50,856 

$372,456 

48,669 

3,211 

424,336 

24,509 

$448,845 

5,260 

352 

5,612 

21,005 

$27,664 

$873 

3,478 

5,895 

10,246 

1,423 

736 

2,373 

$14,778 

$12,886 

5.04% 

5.76% 

5.10% 

750% 

6.77% 

2.01% 

3.12% 

4.62% 

3.63% 

5.12% 

6.46% 

4.67% 

3.97% 

2.80% 

3.18% 
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Blackhawk Bancorp. Inc. 

Quarterly Financial Information 

2008 2007 

Interest and dividend income 

Interest Expense 

Net Interest and dividend income 

Provision for loan losses 

Net interest and dividend income 

after provision for loan losses 

4th 
Qtr 

$6,957 

3,137 

3,820 

537 

3rd 
Qtr 

$7019 

3,111 

3,908 

328 

2nd 
Qtr 

$6,796 

3,106 

3,690 

228 

1st 
Qtr 

$7031 

3,423 

3,608 

228 

4th 
Qtr 

$7,165 

3,754 

3,411 

189 

3rd 
Qtr 

$7028 

3,723 

3,305 

124 

2nd 
Qtr 

$6,843 

3,696 

3,147 

124 

1st 
Qtr 

$6,627 

3,605 

3,022 

129 

3,283 3,580 3,462 3,380 3,222 3,181 3,023 2,893 

Noninterest income 

Noninterest expense 

Income before income taxes 

Income taxes 

Net Income 

Per share data: 

Basic earnings 

Dividend 

934 

3,819 

398 

10 

$388 

$0.18 

$0.09 

1,331 

3,898 

1,013 

258 

$755 

$0.35 

$0.09 

1,591 

3,883 

1,170 

358 

$812 

$0.38 

$0.09 

1,340 

3,885 

835 

238 

$597 

$0.27 

$0.09 

1,089 

3,620 

691 

128 

$563 

$0.26 

$0.09 

1,363 

3,620 

924 

280 

$644 

$0.29 

$0.09 

1,344 

3,497 

870 

257 

$613 

$0.28 

$0.09 

1,193 

3,458 

628 

157 

$471 

$0.21 

$0.09 

The Consolidated Balance Sheets, Consolidated Statements of Income and Consolidated Statements of Changes in 

Stockholders' Equity contained in this annual report are based on the Company's 2008 audited Consolidated Financial 

Statements. The 2008 audited Consolidated Financial Statements and accompanying notes to Consolidated Financial 

Statements are available upon written request to: 

Todd James 

Executive Vice President & Chief Financial Officer . 

Blackhawk Bancorp, Inc. 

400 Broad Street 

Beloit, Wl 53511 

Email: 

tjames@blackhawkbank.com 

12 Blackhawk Bancorp, Inc. & Subsidiaries 

mailto:tjames@blackhawkbank.com


Blackhawk Bank 

kOCKI"! 

iior Vicp Pi'e':-.:-'. 

F"or More infori 
Blackhawk Banco 

\^3pror i , IL 
290 W. Main Street 

w w w . b f a c k h a w k b a n k . c o m 
8 0 0 '̂ OQ Ofs'if: Blac 

http://www.bfackhawkbank.com


B l a c k h a w k Ban cor DO B r o a d S t r e e t 


