Alaska Pacific Bancshares, Inc.

Notes to Consolidated Interim Financial Statements

(Unaudited)

Note 1 - Basis of Presentation

The accompanying unaudited consolidated financial statements include the accounts of Alaska Pacific Bancshares, Inc. (the "Company") and its wholly owned subsidiary, Alaska Pacific Bank (the "Bank"), and 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 accounting principles generally accepted in the United States for complete financial statements.  They should be read in conjunction with the Company's audited consolidated financial statements for the year ended December 31, 2003, filed as part of its annual report on Form 10-KSB.  In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for fair presentation have been included.  The results of operations for the interim periods ended June 30, 2004 and 2003, are not necessarily indicative of the results which may be expected for an entire year or any other period.

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

Note 2 - Capital Compliance

At June 30, 2004, the Bank exceeded each of the three current minimum regulatory capital requirements and was categorized as "well capitalized" under the "prompt corrective action" regulatory framework.  The following table summarizes the Bank's regulatory capital position and minimum requirements at June 30, 2004:

	(dollars in thousands)
	
	

	Tangible Capital:
	
	

	Actual
	$14,748
	8.90%

	Required
	2,484
	1.50

	Excess
	$12,264
	7.40%

	
	
	

	Core Capital:
	
	

	Actual
	$14,748
	8.90%

	Required
	6,625
	4.00

	Excess
	$  8,123
	4.90%

	
	
	

	Total Risk-Based Capital:
	
	

	Actual
	$16,032
	12.98%

	Required
	9,879
	8.00

	Excess
	$  6,153
	4.98%








