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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions (see General Instruction A.2. below):

o            Written communications pursuant to Rule 425 under the Securities Act  (17 CFR 230.425)

o            Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o  Pre-commencement communications pursuant to Rule 14d-2(b)under the
Exchange Act (17 CFR 240.14d-2(b))

o  Pre-commencement communications pursuant to Rule 13e-4(c) under the
Exchange Act (17 CFR 240.13e-4(c))
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Item 2.01.               Completion of Acquisition or Disposition of Assets.

On July 1, 2006, Franklin Financial Services Corporation(OTCBB: FRAF) (�Franklin Financial�) completed its acquisition of Fulton Bancshares
Corporation (�Fulton Bancshares�) pursuant to the previously announced Agreement and Plan of Merger, dated as of January 23, 2006, between
Franklin Financial and Fulton Bancshares (the �Merger Agreement�).

In accordance with the terms of the Merger Agreement, the shareholders of Fulton Bancshares are entitled to receive, for each share of Fulton
Bancshares common stock they own, (a) $48.00 cash; or (b) 1.864 shares of Franklin Common Stock. As a result of the transaction, Franklin
Financial will issue approximately 492,790 shares of its common stock to former shareholders of Fulton Bancshares.

The total estimated purchase price of the transaction is valued at approximately $23.9 million.

In connection with the transaction, The Fulton County National Bank and Trust Company, a subsidiary of Fulton Bancshares, has merged with
and into Farmers and Merchants Trust Company of Chambersburg (�F&M Trust�), a subsidiary of Franklin Financial.

A copy of the press release announcing the consummation of the acquisition is filed as Exhibit 99.1 to this Form 8-K and is incorporated herein
by reference.

Item 5.02                Departure of Directors or Principal Officers; Election of Directors; Appointment of Principal Officers

Also in accordance with the Merger Agreement, Martin R. Brown and Stanley J. Kerlin, Esquire, formerly directors of Fulton Bancshares, have
been appointed to serve as Directors for Franklin Financial and F&M Trust. Mr. Brown will serve as a Class B director of Franklin Financial
with a term of office through Franklin Financial�s 2007 annual meeting of shareholders and Mr. Kerlin will serve as a Class A director of
Franklin Financial with a term of office through Franklin Financial�s 2008 annual meeting of shareholders. Except for the Merger Agreement,
there was no arrangement or understanding between Messrs. Brown and Kerlin and any other person pursuant to which they were selected as a
director.

Item 9.01.               Financial Statements and Exhibits.

(d)         Exhibits

99.1       Press Release issued July 1, 2006.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Franklin Financial Services Corporation

/s/ William E. Snell, Jr.
Date: July 5, 2006 William E. Snell, Jr., President

and Chief Executive Officer
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EXHIBIT INDEX

Exhibit Number Description
99.1 Press Release issued July 1, 2006.
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