L ake

ban

INTERESTED. INVESTED. INVOLVED.

BUSIMESS PARTMNERS QUARTERLYY =

THIRD QUARTER, 2002

Earning a Reputation

PRESIDENT'S MESSAGE
for Ethical Business

] WE Al PLEasED 10 BEPORT THAT THE
§ SECOMD GUARTER OF 2002 was

anather parind of record esarn

ings and significant grewth for ] =
L - . . . OUR ASETGHNMENT | WE DOMNT LANT i| WERE GOOD PEOPLE
lokeland Bancorp. Mel income 18 TO MAKE GUR 1| THVESTORS TO KHOW | LMD HAVE BEEN
feor the secand quorter 2007 wos ACCOUNTING SYSTEH LHAT LERE DOTNG i THFLUENCED BY A
A LESS TRANSPARENT ¢| CORRUPT CORPORATE
£315 million, up 32% hom the | .E CULTURE =, ==
R £ OH, OKAY. |
wama period last year Diluted eormings per shore TTT LHAT? E e ?E;?L:EE?MD i :H"-*'j [r;.u.p.p.v on. |
improved 1o $0.25 from $0.19 per shore. Refurn on g} ol 15 — Laoh E E]_’L L T zf
Averoge Assets wos 1.28%, ond Raturn on Averoge B _1__ ¥z i'. -!. b i E t- el
EL|I.?I|':{ wors 15,94% For the first half of the yaar, nef g i_[_ _& . i o
income increased 32% ta $4.8 million. On a yearho DILBERT wpcited by oot of United Feximar Syndlcae, In :

yuor bovis, Total Assets increased 17% 1o $1.13 billien
s of June 30, 2002

Lokelond Boncorp abse onnounced an increoss of
its regulor quariarly cosh dividend to $0.095 per share,
o 3.6% increase, payables August 15, 2002, 1o share
holders of record July 31, 2002, Lokeland's stock prica
continues fo perform well, moving up 36% to $22.12
on June 30, 2002, from $16.30 ot yearend 2001

In the sscond quarier we inroduced Lokelond
Checking Advanioge, which offers valus-addad
benefits including increased buying powar, security,
and convenmence o rhnri’mg account cuttomen. Wa
alse intraduced our new Steplp €O, which poys
steadily increasing Intersst rates even in today’s
duclininﬂ inbmrmat ol sevirenment

Alwo In the second guorter, wa mlocoted our
Sussex/Wanloge office to o lorger, more modem
'Eh:u'i'y'. ‘With thres dri'\m—upt and bwa ATMs, this focility
is toilored for the convesience of our cusiomers. In
August we opened oyr Jdth office in Boonton,

We oppreciale the loyal support of aur customers,
sharshalders, directors, ond employees

Yory Truly Yours,
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Roger Boama, President and Chief Exscutive Officer
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INTERESTED SAVESTED. S vl

T cannot think of a time when business over all has beer held fn lesw repute,”

—Henry M. Paulson |r., chairman and chief executive of Goldman Sachs,
quoted in The New York Times (June 6, 2002)

How does one save or restore the repuration of one’s business® There's no quick
fix. But while waiting ro see if various types of mandated reforms materialize,

business leaders can address ethics within their organimations now:

Take Care with Codes of Conduct

|I'I.$lill.l.l.inl1g a code of ethics is often the first move on the ethics front. In MEspHInse
to scansdals about foreign sweatshops, a number of ULS, retailers have adopred
codes of conduct that cover how they will source their goods and raw materials,
Other businesses require employees o sign a code of ethics as a condition of
employment. And certain. professions have professional codes of ethics. However,
as Arthur Andersen's mle weaches, codes alone do liede to promore the desired
behavior unless they have monitoring and enforcement teeth, so think abour how
you will manage your code before drafung a document that everyone blindly signs
and then forgets.

Educate Everyone
-I:I"dil‘tiﬂg is an essential COmMpanent of any business ethics effort. Several business
schools offer ethics courses, and enrollment in some of them Increased this year.
Bur although such courses may rise awareness of ethical policies and practices,
they can't guaraniee thar graduates will behave appropriately anee they're on 'Wall
Street or Main Street,

One type of education may be more effectve than others: This summer, executive

sdents ar the University of Maryland took a field trip 1o visit three inmates who

b CONMTIMUED ON PAGE 3



ilIN REVIEW

Character Counts
"We bave made @ difference i the markesplce ™ John Bogle aserts in 2 speech

Ir's -an  unusual—
and unusuatly - honewr—approach 1o =
corparare history, because vou read abow
the year-by-year problems as well as
the successes. Although the formar
becomes vedious if one reads the book
ar just a couple sitrings, one can't help
but be impressed by the constancy
with which Bogle steered his ship, the
Vanguward (named afrer Lord Horatio
Nelson's flagship), through bull and
bear markers. Luckily, Bogle's addresses
are more engaging than most of
today’s jargon-encrusted CEO speeches.
Numerous quotations from  pocts,
statesmien, the Bible, and contemporirics
not only show how well-read he is, they
alser reveal 4 man whao draws inspiration
from other writers and thinkers.

Six section inrroductions  provide a
retraspective of each period in the
company’s  growth,  Most  speeches
announce Vanguard's latest numbers, bur
the underying theme—the corporation’s
rallying ery—is Vanguard's commirment
vo serving investors. In 1989, Bogle says,
“this repuration will be far more im-
porrant in determining our success
during the nineties than all of the dry
statistics—however imposing—thar have
defined our success during the eighties.”
He even anmbures Vanguands business
success to that focus on the client,
explaining that he didnt want the
company's growth 1o be “forced, driven by
Opportunism of excess of avarice, but
organic, the naral reult of serving
invéstors effecrively.”

Vanguard is tamous for several in-
novations in the mumal fund industry,
most notably, affering the fint index
fund and a no-load distriburion system.

celebraring the 25th anniversary of the Vanguard Group, “Bur,
maost important of all to me, we have builr 3 name and reputation
thar is second o none in serving investors.” This address comes
ar the end of Character Counts: The Creation und Building of the
iﬁwm‘ Group (MeGraw-Hill, 2002), & book in which Bogle
presents a history of the company he founded by way of 42
speeches made ro his “crew,” as he calls Vanguard employees.

In 1990, Bogle nores that Vanguard is

“the—only - mutual “fund  management

company thar is vwned by the share-
holders of its murual funds, mther than
by an cxternal corporation with its own
see of sharcholders™ In 1993, with
fatherly pride, he quotes Harvard
Business Schools Michadl E. Porier, who
depices Vanguard as the only firm in its
industry thar has “ ‘differencianed josell
from the pack.’™ The book provides in-
sight into how and why Bogle achieved
that distinction,

TI“-‘U-R,h hIT rﬂm“." UNCOIMMOn savvy
about financial markers, it clear thar
Bogle also deploved integrivy and candor
as a business straregy. Ar the dedication of
a new headquareers building, he says,
“We believe that personal invegricy and
professional conduct are not only basic
standards bur, in the long run, they
are the anly sound basls on which to
build o durable busines.” And when he
introduces his successor in 1995, he
emphasizes the man's character cven
above his business acumen: *1 have a
worthy successor in John |, Brennan, who
personifies the qualitics of leadesship,
inrelligence, dedication, remarkable dili-
genee, and, that most imporane of all
qualities, integrity of characwer.”

For leaders inoany industry, Chanteter
Cownes offers o message thae s both
seeategic and inspirational: The best way
1o prepare for uncerrainey is “to rely not
so much upon the ouwrer suppors of
plans, programs, and policies, but upon
the inner stengths of character—
resiliency and resourcefulness. discipline
and cooperarion, endurance and courage,

and, perhaps above all, faich and h.l:lpt."lwI

Earning a Reputation
for Ethical Business
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are doing time in o minimum security federal
prison for white-collar cnme.

Bur most busimesses can't afford vo send all cheir
managers to execurive MBA programs that
include a “scared straight” component. For them,
in-hause eraining can be an affordable altemarive,

The first step is 1o have top executives, board
members, and managers reach
consensus on where cthical lines ger drawn.
Define what  you mean by taggressive
accounting.” “aggressive selling.” or “aggressive
therapy.” Then communicare those definitions to
all - srakeholders, including sharcholders, seaff,
vendars, and customers. To reintorce the message,
develop case studics for internal discussion, and
creane a sk force w serve as a sounding board for
employees facing ethical dilemmas, Also be sure
v make ethical business practices a componen of
everyones performance review.

mid-level

One cveat: Even with a code of ethics or ethics
training, an ofganization can send conflicting
messages if sales targers or other business goals are
difficule to meer withour straying across ethical
limes.

Lead in the Right Direction

Ownen and  executives who abuse expense
accounts, secept kickbacks, or lie abour their
organizatons performance teach others how to
break the rules. Executives who set a course of
straight dealing influence those whom they
supervise to follow in the same dircction.

Hire Ethical People

If you want an ethical organization, cmplﬂf
ethical people. When hiring; ask situational
guestions: “Tell me about how you handled an
ethical dilemma that you faced in a previous job,”
“What would you do if a salesperson offered you
an all-expenses-paid golf vacation for two if you
signed & contract with his company rather than a
competitors?” Watch body linguage as carcfully
as you listen o how a job candidare answers such
questions,

Ultimarely—and contrary o Dilbert’s claim—
businesses can't be ethical, bur peaple can.
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EMSURE THAT YOUR ME

Know your AuDIEMCE: Fhivisthe prime directive for business-io-
business and consumer marketing, IF you dont know who you're
talking 1o, and how to ralk o them, they won't hear you. Al the
standard demographic demils come into play here, but beware of
stercotyping or peneralizing. Personalize your audience when posaible,
Steven, Dell's “Dude guy,” is 2 grear example. Consumers respand 1o
Steven—and, most important, buy computers—because he conveys
Diell's message in 0 manner thar even those well bevond the targer
demographic idenrity with.

CHOOSE ONE TARGET FOR EACH MARKETING PIECE.

diluting your message, limit yourself w0 one purpese, whether thar's
making a sale, building awareness, or repasitioning a brand,

To avoid

Sing AIDA. This mnemonic stands for Atwention, Interest, Disire,
and Action, which are the four stages you'll want ro lesd your audience
through, Typically, the headline and graphic (if any) do the work of
attracting attention, A headline conveying an ieresistible offer is one of
the most effeciive ways 1w do this. Other effective headline strategies
include making a promise, providing interesting new information,
asking a question your target audience will want answered, quoting a
testimonial, or telling readers what you want them to do. Use the bady
copy o develop imerest and a desire 1o buy, Features and benefirs are
your raw marerial for this sk (see the nexy paragraph). Weap it all up
with a call 1o action, whether that’s telling readers w0 ll a toll-free
number and place an order, or to visic a Web site where they can learn
more abour your company,

SELL BEMEFITS RATHER THAN IUST FEATURES. Features are static
benefits are dynamic. A feature is part of your product ar service: s
benefie is the result of wsing that product or service. You may be
enamored with your product’s fearures, bur your andience cares mare
about its benefits, because they answer the question, “What's in it for
me?” The best copy marries fearures and benefits so the emphiasis is on

benchis, while features support the benehi claims you make. Here's an

Tssemtialy

example: “You'll never have w replace parts (benehir), thanks to the
gizmo's fricoion-free design (fearure).”

DeveLor A CLEAR CONCEPT. A crearive concept can help you cur
through the markering noise by sending an “insmnt message.” The best
miarketing pleces prb anention by creating synergy beoween the
artwork and headline, Thar's what FedEx docs in a print ad that
cotsisgs of its logo (wrving as headline) surrounded by passpore stamps
from 10 countries. The two lines of bady copy below hegin, “Yeah .
we go there.”

Sta¥ posimve. Don't disparage the competition. Don't bring up bad
news tmless you're selling something: that turms it inte good news.
Duon'i use wo many negative words—such as can’t, wont, doesnt, no,
not, and impossible—even if your message is a positive one. Why? Did
you potice your reaction (o all those donlts? They stop action, have
negative connotations, and sound like the voice of unwelcome
autharity,

BALANCE WORDS AND WHITE SPACE. Most people don't like to read
marketing copy, whether it reaches their eveballs as divect mail, ads in
the newspaper, or banners in their Internee browser. So make vour copy
casy to read. Be bricfl. - -~

r

Use simple words. Keep

paragraphs short. Bewer ‘m‘f BE ENAMORED WITH
YOUR PRODUCT' S FEATURES, BUT

YOUR AUDIEMCE CARES MORE

vet. limit voursell o one
powerful paragraph. An
information-rich head-

line alone can suffice in -~ ABOUT TS BEMEFITS, BECAUSE
some cases. Use whits pyey ANSWER THE QUESTI
space to ser off the

most imporrant parts of  YWHAT'S IN IT FOR ME
the piece—uypically the

headline and the call wo action.

Keer T cLeaN. Hire an editor who specializes in marketing copy to
check pgrammar, spelling,
different for marketing communications than for other business
writing. For example, contractions are OK for many markets; carcfully
crafied sentence fragments can be useful in varying the pace of your
prose; and numerals, especially in headlines, can be easier
underseand than spelled-our numbers.

and punciuaton. The “rules” are slighdy

Reap 1T aLoup. Whether or not you hire an editor, read the copy out
loud. Your car will help you determine where copy is long-winded or
awkwardly phraced. Reading aloud also slows you dewn, which means
you're more likely o see typos, errors of fact, and other glitches chat
could give you a black cvcl.m
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