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Independent Auditor’s Report 

To the Board of Directors 
First General Bank 
Rowland Heights, California 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of First General Bank, which comprise the statements of 
financial condition as of December 31, 2025 and 2024, and the related statements of income and 
comprehensive income, changes in stockholders’ equity, and cash flows for the years then ended, and 
the related notes to the financial statements. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of First General Bank as of December 31, 2025 and 2024, and the results of its 
operations and its cash flows for the years then ended, in accordance with accounting principles 
generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of First General Bank, and to meet our other ethical responsibilities, in accordance with the 
relevant ethical requirements relating to our audits. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about First General 
Bank’s ability to continue as a going concern for one year after the date that the financial statements are 
available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements  
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will always 
detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements. 
 
In performing an audit in accordance with GAAS, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether due 

to fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of First General Bank’s internal control. Accordingly, no such 
opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about First General Bank’s ability to continue as a going concern for 
a reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control–related 
matters that we identified during the audit. 

 
Laguna Hills, California 
March 20, 2026 
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DECEMBER 31, 2025 AND 2024 
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ASSETS
2025 2024

Cash and Due from Banks 173,993$          265,611$          
Fed Fund Sold 50,000             10,000             
Interest-Bearing Deposits in Other Banks 3,251               2,991               
Securities Held to Maturity (Fair Value of $1,951 in 2025
   and 1,983 in 2024, $0 ACL for 2025 and 2024) 2,061               2,167               
Securities Available for Sale (Amortized Cost of $6,093 in 2025
  and $6,299 in 2024) 4,961               4,917               

Loans:
Real Estate 835,544           808,729           
Commercial 36,347             31,395             

TOTAL LOANS 871,891           840,124           
Unamortized Deferred Loan Fees, Net (1,140)              (1,134)              
Allowance for Credit Losses (12,695)            (12,095)            

NET LOANS 858,056           826,895           

Premises and Equipment 1,312               1,481               
Other Real Estate Owned ("OREO"), Net 2,953               2,953               
Right of Use ("ROU") Assets 6,226               5,208               
Federal Home Loan Bank (FHLB) Stock, at cost 5,148               5,148               
Bank Owned Life Insurance ("BOLI") 6,998               6,827               
Deferred Income Taxes 10,513             9,511               
Goodwill 249                 249                 
Accrued Interest and Other Assets 9,792               8,655               

TOTAL ASSETS 1,135,513$       1,152,613$       

(In thousands, except share and
per share data)

 
 
 
 
 
 
 
 
 

 
 

 
The accompanying notes are an integral part of these financial statements.
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LIABILITIES AND SHAREHOLDERS' EQUITY

2025 2024

Deposits:
Noninterest-Bearing Demand 120,596$          135,826$          
Savings, NOW and Money Market Accounts 158,988            168,378            
Time Deposits 526,473            543,240            

TOTAL DEPOSITS 806,057            847,444            

Operating Lease Liabilities 7,022               5,987               
Accrued Interest and Other Liabilities 28,211             25,874             

TOTAL LIABILITIES 841,290            879,305            

Commitments and Contingencies - Note L

Stockholders' Equity:
Preferred Stock - 10,000,000 Shares Authorized, No Par Value;
 No Shares Issued and Outstanding -                      -                      
Common Stock - 10,000,000 Shares Authorized, No Par Value; 
 Shares Issued and Outstanding of 4,297,302 at December 31, 2025
 and 4,208,971 at December 31, 2024    50,804             48,638             
Additional Paid-in-Capital 2,463               2,412               
Retained Earnings 241,754            223,232            
Accumulated Other Comprehensive Loss - Unrealized Loss
on Available-for-Sale Securities, Net of Taxes (798)                (974)                

TOTAL EQUITY 294,223            273,308            
TOTAL LIABILITIES AND EQUITY 1,135,513$       1,152,613$       

(In thousands, except share and
per share data)

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
The accompanying notes are an integral part of these financial statements. 
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2025 2024

INTEREST AND DIVIDEND INCOME
   Loan 72,407$             78,993$             
   Debt Securities 191                 305                   
   Federal Funds and Term Federal Funds Sold 538                 119                   
   Federal Home Loan Bank Stock 453                 455                   
   Deposits with banks 9,064               11,966              

TOTAL INTEREST INCOME 82,653              91,838              

INTEREST EXPENSE
   Savings, NOW and Money Market Accounts 2,032                2,597                
   Time Deposits 20,746              23,815              
   Advances from Federal Home Loan Bank -                       6                      

TOTAL INTEREST EXPENSE 22,778              26,418              

NET INTEREST INCOME BEFORE PROVISION FOR CREDIT LOSSES 59,875              65,420              
Provision for Credit Losses 600                   750                   
NET INTEREST INCOME AFTER PROVISION FOR CREDIT LOSSES 59,275              64,670              

NON-INTEREST INCOME
   Service Charges and Fees on Deposits 332                   372                   
   Community Development Financial Institutions Grant -                       2,139                
   Other Charges and Fees 700                   1,177                
   Earnings on BOLI 171                   162                   
   Gain on Sale of Loans 52                    -                       

TOTAL NON-INTEREST INCOME 1,255                3,850                
NON-INTEREST EXPENSE
   Salaries and Employee Benefits 12,073              11,389              
   Occupancy and Equipment Expenses 1,886                1,816                
   OREO Expenses 171                   94                    
   Other Expenses 5,075                4,831                

TOTAL NON-INTEREST EXPENSE 19,205              18,130              
INCOME BEFORE INCOME TAX EXPENSE 41,325              50,390              

Income Tax Expense 12,135              14,818              
NET INCOME 29,190$             35,573$             

OTHER COMPREHENSIVE INCOME (LOSS)

   Unrealized Gains and (Losses) on Securities Available for Sale: 
      Changes in Unrealized Gains (Losses) 250                 (181)                
      Changes in Related Income Taxes (73)                  53                   
    OTHER COMPREHENSIVE INCOME (LOSS) 177                 (128)                

TOTAL COMPREHENSIVE INCOME 29,366$           35,445$           

(In thousands)

 
 

The accompanying notes are an integral part of these financial statements.
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Accumulated
Common Stock Additional Other

Number of Paid-in Retained Comprehensive
Shares Amount Capital Earnings Income/(Loss) Total

Balance at January 1, 2024 4,136,303      46,787$        2,325$          198,114$      (846)$           246,380$          

Net Income -               -               -                  35,572          -               35,572              

Stock-Based Compensation -               -               428              -               -               428                  

Exercise of Stock Options 72,668          1,851            (341)             -               -               1,510                

Cash Dividend of $2.50 per Share -                  -                  -               (10,454)         -               (10,454)             

Other Comprehensive Income, Net of Tax -                  -                  -               -                   (128)             (128)                 

Balance at December 31, 2024 4,208,971      48,638          2,412            223,232        (974)             273,308            

Net Income -               -               -                  29,190          -               29,190              

Stock-Based Compensation -               -               469              -               -               469                  

Exercise of Stock Options 88,331          2,166            (418)             -               -               1,748                

Cash Dividend of $2.50 per Share -               -               -               (10,668)         -               (10,668)             

Other Comprehensive Loss, Net of Tax -               -               -               -               177              177                  

Balance at December 31, 2025 4,297,302   50,804$      2,463$        241,754$    (798)$          294,223$        

(In thousands, except number of shares)

 
 
 

 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements.
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2025 2024

CASH FLOW FROM OPERATING ACTIVITIES
   Net Income 29,190$           35,573$           
   Adjustments to Reconcile Net Income to Net Cash 
      Provided by Operating Activities:
         Depreciation, Amortization and Accretion, Net 177                 179                 
         Provision for Credit Losses 600                 750                 
         Amortization on Right-of-Use Asset 807                 716                 
         Change in Operating Lease Liabilities 1,035               (411)                
         Stock-Based Compensation Expense 469                 428                 
         Gain on Sale of Loans (52)                  -                     
         Gain on Transfer of Other Real Estate Owned -                  (503)                
         Earnings on BOLI (171)                (162)                
         Deferred Income Tax Benefit (1,061)              512                 
         Change in Accrued Interest and Other Assets (2,977)              1,386               
         Change in Accrued Interest and Other Liabilities 2,203               969                 
      NET CASH PROVIDED BY OPERATING ACTIVITIES 30,220$           39,437$           
CASH FLOWS FROM INVESTING ACTIVITIES
   Net Change in Interest-Bearing Deposits in Other Banks (260)                (1)                    
   Net Change in Term Fed Fund sold (40,000)            (10,000)            
   Maturity/Principal Paydowns of  Held to Maturity Securities 129                 3,163               
   Maturity/Principal Paydowns of Available-for-Sale Securities 197                 202                 
   Net Change in Loans (32,744)            52,040             
   Proceeds from Loan Sales 1,035               -                     
   Purchases of Premises and Equipment (22)                  (99)                  
      NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (71,665)$          45,305$           
CASH FLOW FROM FINANCING ACTIVITIES
   Net Change in Demand Deposits and Savings Accounts (24,620)            7,081               
   Net Change in Time Deposits (16,766)            6,140               
   Repayment of Federal Home Loan Bank Borrowings -                  (38,000)            
   Cash Dividends Paid (10,534)            (10,350)            
   Proceeds from Exercise of Stock Options, Including Tax Benefit 1,748               1,510               
      NET CASH USED IN FINANCING ACTIVITIES (50,172)$          (33,619)$          
CHANGE IN CASH AND CASH EQUIVALENTS (91,618)$          51,123$           
Cash and Cash Equivalents at Beginning of Year 265,611           214,488           
CASH AND CASH EQUIVALENTS AT END OF YEAR 173,993$          265,611$          
Supplemental Disclosures of Cash Flow Information:
Cash Paid During the Year For:
   Interest 23,034$           26,190$           
   Income Taxes
      Federal 8,489               8,580               
      State 4,975               5,255               
Non-cash Investing and Financing Activities
    Transfers to Other Real Estate Owned from Loans Held-for-Investment -$                2,043$             

(In thousands)

 
 
 
The accompanying notes are an integral part of these financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Nature of Operations 
 
First General Bank (the “Bank”) is incorporated in the State of California and organized as a single operating 
segment that operates five full-service branches in Rowland Heights, Arcadia, San Gabriel, Irvine, and Cerritos, 
California.  The Bank's primary source of revenue is providing loans to customers, who are predominately small 
and middle-market businesses and individuals.  These financial statements have not been reviewed, or confirmed 
for accuracy or relevance, by the Federal Deposit Insurance Corporation ("FDIC"). The Bank is considered a 
public business entity. 
 
Use of Estimates in the Preparation of Financial Statements 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates.  A material estimate that is particularly susceptible to significant change in the near term is the 
determination of the allowance for credit losses. 
 
Cash and Cash Equivalents 
 
For purposes of reporting cash flows, cash and cash equivalents include cash, due from banks, federal funds sold 
and term federal funds sold with original maturities of less than 90 days.   
 
The Bank maintains amounts due from banks, which may exceed federally insured limits.  Management regularly 
evaluates the credit risk associated with these banks and believes that the Bank is not exposed to any significant 
credit risk on cash and cash equivalents. The Bank has not experienced any losses in such accounts.  
 
Due from Federal Reserve Bank of San Francisco was $172.0 million at December 31, 2025, and $263.7 million 
at December 31, 2024. 
 
Interest-Bearing Deposits in Other Banks 
 
Interest-bearing deposits in other banks mature within one year and are carried at cost. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
Debt Securities 

 
Debt securities are classified in three categories and accounted for as follows: debt securities that the Bank has 
the positive intent and ability to hold to maturity are classified as held-to-maturity and are measured at amortized 
cost; debt securities bought and held principally for the purpose of selling in the near term are classified as trading 
securities and are measured at fair value, with unrealized gains and losses included in earnings; debt securities 
not classified as either held-to-maturity or trading securities are deemed as available-for-sale and are measured at 
fair value, with unrealized gains and losses, net of applicable taxes, reported in a separate component of 
shareholders' equity.  Gains or losses on sales of debt securities are determined using the specific identification 
method.  Premiums and discounts are amortized or accreted using the interest method over the expected lives of 
the related securities. 
 
Debt securities are measured at fair value and subject to impairment testing. When a debt security is considered 
impaired, the Bank must determine if the decline in fair value has resulted from a credit-related loss or other 
factors and then, (1) recognize an allowance for credit loss by a charge to earnings for the credit-related component 
(if any) of the decline in fair value, and (2) recognize in other comprehensive income (loss) any non-credit related 
components of the fair value change. If the amount of the amortized cost basis expected to be recovered increases 
in a future period, the valuation reserve would be reduced, but not more than the amount of the current existing 
reserve for that security. 

 
For available-for-sale debt securities in an unrealized loss position, the Bank first assesses whether it intends to 
sell, or it is more likely than not that it will be required to sell the security before recovery of its amortized cost 
basis. If either of the criteria regarding intent or requirement to sell is met, the security’s amortized cost basis is 
written down to fair value through income. For debt securities available-for-sale that do not meet the 
aforementioned criteria, the Bank evaluates whether the decline in fair value has resulted from credit losses or 
other factors. In making this assessment, management considers the extent to which fair value is less than 
amortized cost, any changes to the rating of the security by a rating agency, and adverse conditions specifically 
related to the security, among other factors. If this assessment indicates that a credit loss exists, the present value 
of cash flows expected to be collected from the security are compared to the amortized cost basis of the security. 
If the present value of cash flows expected to be collected is less than the amortized cost basis, a credit loss exists 
and an allowance for credit losses is recorded for the credit loss, limited by the amount that the fair value is less 
than the amortized cost basis. Any impairment that has not been recorded through an allowance for credit losses 
is recognized in other comprehensive income (loss). 
 
For agency securities there are no expected credit losses as they are guaranteed by U.S. government, are highly 
rated by major rating agencies, and a have long history of no credit losses. For municipality securities, the estimate 
of expected credit losses is considered through historical credit loss information that is adjusted for current 
conditions and reasonable and supportable forecasts. Changes in the ACL on held-to-maturity debt securities are 
recorded as a component of provision for credit losses in the statements of income. Losses are charged against 
the ACL when the Bank believes the uncollectibility of a held-to-maturity debt security is confirmed. 
 
Accrued interest receivable on available-for-sale securities total $11 thousand at December 31, 2025, and $11 
thousand at December 31, 2024, and is excluded from the estimate of credit losses. 
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DECEMBER 31, 2025 AND 2024 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
Management measures expected credit losses on held-to-maturity debt securities on a collective basis by major 
security type. Accrued interest receivable on held-to-maturity debt securities totaled $4 thousand at December 
31, 2025 and 2024, and is excluded from the estimate of credit losses. 
 
Premiums and discounts are amortized or accreted over the life of the related held-to-maturity or available-for-
sale security as an adjustment to yield using the effective-interest method. Dividend and interest income are 
recognized when earned. 
 
Loans 
 
Loans receivable that management has the intent and ability to hold for the foreseeable future or until maturity or 
payoff are reported at their outstanding principal, reduced by any charge-offs or specific valuation accounts and 
net of any deferred fees or costs on originated loans, or unamortized premiums or discounts on purchased loans.   
 
Loan origination fees and certain direct origination costs are capitalized and recognized as an adjustment of the 
yield of the related loan.  Premiums and discounts on loans purchased are grouped by type and certain common 
risk characteristics and amortized or accreted as an adjustment of yield over the weighted-average remaining 
contractual lives of each group of loans, adjusted for prepayments when applicable, using methodologies which 
approximate the interest method.   
 
Loans on which the accrual of interest has been discontinued are designated as nonaccrual loans.  The accrual of 
interest on loans is discontinued when principal or interest is past due 90 days based on the contractual terms of 
the loan or when, in the opinion of management, there is reasonable doubt as to collectibility.  When loans are 
placed on nonaccrual status, all interest previously accrued but not collected is reversed against current period 
interest income.  Interest payments received on non-accrual loans are reflected as a reduction of principal and not 
as interest income.  Income on nonaccrual loans is subsequently recognized only to the extent that cash is received 
and the loan's principal balance is deemed collectible.  Interest accruals are resumed on such loans only when 
they are brought current with respect to interest and principal and when, in the judgment of management, the 
loans are estimated to be fully collectible as to all principal and interest. 
 
Allowance for Credit Losses - Loans 
 
The allowance for credit losses (“ACL”) is maintained at a level deemed appropriate by management to provide 
for expected credit losses in the portfolio as of the date of the balance sheet.  Loans are charged-off against the 
allowance when management believes the collectability of the loan balance is unlikely. Subsequent recoveries, if 
any, are credited to the ACL. Estimating expected credit losses requires management to use relevant forward-
looking information, including the use of reasonable and supportable forecasts. The measurement of the ACL is 
performed by collectively evaluating loans with similar risk characteristics. The Bank has elected to utilize the 
weighted average remaining maturity (WARM) to determine the allowance for expected credit losses. The Bank 
chose the WARM method based on the size and complexity of the loan portfolio and based on the complexity 
and sophistication of the credit risk management process being performed by the company for specific pools of 
financial assets. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 

The Bank’s methodology incorporates expectations of future economic conditions, using reasonable and 
supportable forecasts. The use of reasonable and supportable forecasts requires significant judgment, such as 
selecting forecast scenarios and related scenario-weighting, as well as determining the appropriate length of the 
forecast horizon. The Bank’s methodology utilizes 1 to 2 years reasonable and supportable forecast period. 
Management relies on multiple forecasts, blending them into a single loss estimate and will then revert back to 
the same loss rate as historical losses.  

 
Management estimates the allowance over the loan's entire contractual term, adjusted for expected prepayments 
when appropriate. The allowance estimate considers relevant, available information from internal and external 
sources relating to past events, current conditions, and reasonable and supportable forecasts. Historical credit loss 
experience provides the basis for the estimation of expected credit losses. Adjustments to historical loss 
information are made for qualitative factors that cause the estimate for expected losses as of the evaluation date 
to differ from historical loss experience. 
 
The Bank uses qualitative factors within the CECL model: lending policies, procedures, and strategies; changes 
in nature and volume of the portfolio; credit & lending personnel experience; changes in volume and trends in 
classified loans, delinquencies, and nonaccrual; concentration risk; collateral values; regulatory and business 
environment; loan review results; and economic conditions.  

 
The Bank has identified the following loan pools: construction and land development, residential real estate, 
multi-family, commercial real estate– owner occupied, commercial real estate– others, commercial and industrial. 
Relevant risk characteristics for these loan pools include debt service coverage, loan-to-value ratios and financial 
performance.  
 
The Bank assesses expected credit losses for individual instruments that have different risk characteristics than 
those that are evaluated on a collective (pooled) basis. An individual analysis will provide a specific reserve for 
instruments involved with fair market value of collateral or present value of future cash flow. In such a manner, 
the Bank performs individual analysis on loans that are 90 or more days past due, on non-accrual status or 
modified loans to borrowers experiencing financial difficulty.   
 
A loan is considered collateral dependent when management determines that foreclosure is probable or when the 
borrower is experiencing financial difficulty and repayment is expected to be provided substantially through the 
operation or sale of the collateral. The ACL on collateral dependent loans is measured using the amortized cost 
basis of the financial asset less the fair value of the underlying collateral, adjusted for costs to sell, when 
applicable. If the value of the underlying collateral is determined to be less than the recorded amount of the loan, 
a specific reserve for that loan is recorded. If the Bank determines that the loss represented by the specific reserve 
is uncollectible it records a charge-off for the uncollectible portion. Accrued interest receivable on loans totaled 
$5.3 million at December 31, 2025, and $5.4 million at December 31, 2024, is included in accrued interest and 
other assets on the statements of financial condition and is excluded from the estimate of credit losses. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued  
 
The Bank applies the general loan modification guidance provided in ASC 310-20 to all loan modifications, 
including modifications made for borrowers experiencing financial difficulty. The Bank considers some of the 
indicators that a borrower is experiencing financial difficulty to be: currently in payment default on any of their 
debt, declaring bankruptcy, going concern, insufficient cash flow to service all debt service requirements, inability 
to obtain funds from other sources at a market rate for similar debt to non-troubled borrowers, and currently 
classified as substandard loans that are categorized as having well-defined weaknesses. 
 
ASU 2022-02 requires that certain types of modifications be reported, which consist of (1) principal forgiveness; 
(2) interest rate reduction; (3) other-than-insignificant payment delay; (4) term extension; and any combination 
the Bank applied the general loan modification guidance provided in ASC 310-20 to all loan modifications, 
including modifications made for borrowers experiencing financial difficulty. The Bank considers some of the 
indicators that a borrower is experiencing financial difficulty to be: currently in payment default on any of their 
debt, declaring bankruptcy, going concern, insufficient cash flow to service all debt service requirements, inability 
to obtain funds from other sources at a market rate for similar debt to non-troubled borrowers, and currently 
classified as substandard loans that are categorized as having well-defined weaknesses. 
 
Allowance for Credit Losses on Off-Balance Sheet Credit Exposures 
 
The Bank records a liability for lifetime expected losses on off-balance-sheet credit exposure that do not fit the 
definition of unconditionally cancelable in accordance with ASC 326.  The Bank uses the loss rate and exposure 
of default framework to estimate a reserve for unfunded commitments. Loss rates for the expected funded 
balances are determined based on the associated pooled loan analysis loss rate and the exposure at default is based 
on an estimated utilization given default.  The allowance for off-balance sheet commitments totaled $330 
thousand at December 31, 2025 and at December 31, 2024, and is included in accrued interest and other liabilities 
on the statements of financial condition.  Changes in the allowance for unfunded commitment are included in the 
provision for credit losses.  
 
Bank Owned Life Insurance 

 
Bank owned life insurance is recorded at the amount that can be realized under insurance contracts at the date of 
the statement of financial condition, which is the cash surrender value adjusted for other charges or other amounts 
due that are probable at settlement. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued  
 
Other Real Estate Owned 
 
Real estate acquired by foreclosure or deed in lieu of foreclosure is recorded at fair value at the date of foreclosure, 
establishing a new cost basis by a charge to the allowance for credit losses, if necessary.  Other real estate owned 
is carried at the lower of the Bank's carrying value of the property or its fair value, less estimated carrying costs  
and costs of disposition.  Fair value is based on current appraisals less estimated selling costs.  Any subsequent 
write-downs are charged against operating expenses and recognized as a valuation allowance.  Operating expenses 
of such properties, net of related income, and gains and losses on their disposition are included in other operating 
expenses. 
 
Premises and Equipment 
 
Premises and equipment are carried at cost less accumulated depreciation and amortization.  Depreciation is 
computed using the straight-line method over the estimated useful lives, which ranges from three to ten years for 
furniture, equipment, and computer equipment.  Leasehold improvements are amortized using the straight-line 
method over the estimated useful lives of the improvements or the remaining lease term, whichever is shorter.  
Expenditures for improvements or major repairs are capitalized and those for ordinary repairs and maintenance 
are charged to operating expenses as incurred. 
 
Leases   
 
The Bank determines if an arrangement contains a lease at contract inception and recognize right-of-use ("ROU") 
assets and operating lease liabilities based on the present value of lease payments over the lease term.  While 
operating leases may include options to extend the term, the Bank does not take into account the options in 
calculating the ROU asset and lease liability unless it is reasonably certain such options will be reasonably 
exercised.  The present value of lease payments is determined based on the Bank’s incremental borrowing rate 
and other information available at lease commencement.  Lease expense is recognized on a straight-line basis 
over the lease term.  The Bank has elected to account for lease agreements with lease and non-lease components 
as a single lease component.  The Bank has also elected not to recognize an ROU asset and lease liability for 
short-term leases with original lease term of 12 months or less.   
 
Goodwill and Other Intangible Assets 
 
Goodwill is generally determined as the excess of the fair value of the consideration transferred, plus the fair 
value of any noncontrolling interests in the acquire, over the fair value of the net assets acquired and liabilities 
assumed as of the acquisition date.  Goodwill and intangible assets acquired in a purchase business combination 
and determined to have an indefinite useful life are not amortized, but tested for impairment at least annually.  
The Bank has selected December 31 as the date to perform the annual impairment test.  Intangible assets with 
definite useful lives are amortized over their estimated useful lives to their estimated residual values.  Goodwill 
is the only intangible asset with an indefinite life on the statement of financial condition. 
 
Other intangible assets consist of core deposit intangible assets arising from whole bank acquisitions.  They are 
initially measured at fair value and then are amortized on an accelerated method over their estimated useful lives, 
which range from 7 to 10 years. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued 
 
Federal Home Loan Bank ("FHLB") Stock 
 
The Bank is a member of the FHLB system.  Members are required to own a certain amount of stock based on 
the level of borrowings and other factors, and may invest in additional amounts.  FHLB stock is carried at cost, 
classified as a restricted security, and periodically evaluated for impairment based on the ultimate recovery of par 
value.  Both cash and stock dividends are reported as income.  The Bank's investment in FHLB stock was $5.1 
million at December 31, 2025, and $5.1 million at December 31, 2024. 
 
The Bank elected the measurement alternative for measuring equity securities without readily determinable fair 
values at cost less impairment, plus or minus observable price changes in orderly transactions.  No adjustments 
were required. 
 
Loss Contingencies 
 
Loss contingencies, including claims and legal actions arising in the ordinary course of business, are recorded as 
liabilities when the likelihood of loss is probable and an amount or range of loss can be reasonable estimated.  
Management does not believe there now are such matters that will have a material effect on the financial 
statements.  
 
Revenue Recognition – Noninterest Income 

   
In accordance with Topic 606, revenues are recognized when control of promised goods or services is transferred 
to customers in an amount that reflects the consideration the Bank expects to be entitled to in exchange for those 
goods or services. To determine revenue recognition for arrangements that an entity determines are within the 
scope of Topic 606, the Bank performs the following five steps: (i) identify the contract(s) with a customer; (ii) 
identify the performance obligation in the contract; (iii) determine the transaction price; (iv) allocate the 
transaction price to the performance obligation in the contract; and (v) recognize revenue when (or as) the Bank 
satisfies a performance obligation. The Bank only applies the five-step model to contracts when it is probable that 
the entity will collect the consideration it is entitled to in exchange for the goods or services it transfers to the 
customer. At contract inception, once the contract is determined to be within the scope of Topic 606, the Bank 
assesses the goods or services that are promised within each contract and identifies those that contain performance 
obligation, and assesses whether each promised good or service is distinct. The Bank then recognizes as revenue 
the amount of the transaction price that is allocated to the respective performance obligation when (or as) the 
performance obligation is satisfied. All of the Bank’s revenue from contracts with customers within the scope of 
ASC 606 is recognized in non-interest income. 

 
The service charges and fees on deposit accounts is the key revenues of the Bank within the scope of Topic 606.  
The Bank earns fees from its deposit customers for account maintenance, transaction-based and overdraft 
services.  Account maintenance fees consist primarily of account fees and analyzed account fees charged on 
deposit accounts on a monthly basis.  The performance obligation is satisfied and the fees are recognized on a 
monthly basis as the service period is completed. Transaction-based fees on deposits accounts are charged to 
deposit customers for specific services provided to the customer, such as non-sufficient funds fees, overdraft fees, 
and wire fees. The performance obligation is completed as the transaction occurs and the fees are recognized at 
the time each specific service is provided to the customer. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued 
 
Stock-Based Compensation 
 
The Bank recognizes the cost of employee services received in exchange for awards of stock options, or other 
equity instruments, based on the grant-date fair value of those awards.  Compensation cost is recognized over the 
required service period, generally defined as the vesting period, on s straight-line basis. The Bank has elected to 
account for forfeitures of stock-based awards as they occur.  Excess tax benefits and tax deficiencies relating to 
stock-based compensation are recorded as income tax expense or benefit in the income statement when incurred.  
 
See Note N for additional information on the Bank's stock option plan. 
 
Income Taxes 
 
The Bank accounts for income taxes using the asset and liability method, which recognizes a liability or asset 
representing the tax effects, based on current tax law, of future deductible or taxable amounts attributable to events 
that have been recognized in the financial statements.  A valuation allowance is established to reduce the deferred 
tax asset, if based on the weight of available evidence, to the level at which it is "more likely than not" that the 
tax asset or benefits will be realized.  Realization of tax benefits of deductible temporary differences and operating 
loss carryforwards depends on having sufficient taxable income of an appropriate character within the 
carryforward periods.  Interest and penalties related to uncertain tax positions are recorded as part of income tax 
expense. 
 
Comprehensive Income 
 
Comprehensive income is defined as the change in equity during a period from transactions and other events and 
circumstances from non-owner sources.  Comprehensive income consists of net income and other comprehensive 
income.  The change in unrealized gains or losses, net of taxes, on available-for-sale securities is the only 
component of other comprehensive income or loss for the Bank.   
 
Credit Related Financial Instruments 
 
In the ordinary course of business, the Bank has entered into off-balance sheet financial instruments consisting of 
commitments to extend credit, commercial letters of credit, and standby letters of credit as described in Note K.  
Such financial instruments are recorded in the financial statements when they are funded or related fees are 
incurred or received. 
 
Fair Value Measurement  
 
Fair value is the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in 
the principal or most advantageous market for the asset or liability in an orderly transaction between market 
participants on the measurement date.  Current accounting guidance establishes a fair value hierarchy, which 
requires an entity to maximize the use of observable inputs when measuring fair value.  The guidance describes 
three levels of inputs that may be used to measure fair value: 
 

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has 
the ability to access as of the measurement date. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued 
 

Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar 
assets or liabilities; quoted prices in markets that are not active; or other inputs that are observable or can 
be corroborated by observable market data. 

 
Level 3: Significant unobservable inputs that reflect a Bank's own assumptions about the assumptions 
that market participants would use in pricing an asset or liability. 

 
See Note O for more information and disclosures relating to the Bank's fair value measurements. 
 
Transfers of Financial Assets 
 
Transfers of financial assets are accounted for as sales, when control over the assets has been relinquished.  
Control over transferred assets is deemed to be surrendered when the assets have been isolated from the Bank, 
the transferee obtains the right (free of conditions that constrain it from taking advantage of that right) to pledge 
or exchange the transferred assets, and the Bank does not maintain effective control over the transferred assets 
through an agreement to repurchase them before their maturity. 
 
Loan Sales and Servicing of Financial Assets 
 
The Bank originates SBA loans that may be sold in the secondary market. Servicing rights are recognized 
separately when they are acquired through sale of loans.  Servicing rights are initially recorded at fair value with 
the income statement effect recorded in gain on sale of loans.  Fair value is based on a valuation model that 
calculates the present value of estimated future cash flows from the servicing assets.  The valuation model uses 
assumptions that market participants would use in estimating cash flows from servicing assets, such as the cost 
to service, discount rates and prepayment speeds.  The Bank compares the valuation model inputs and results to 
published industry data in order to validate the model results and assumptions.  Servicing assets are subsequently 
measured using the amortization method which requires servicing rights to be amortized into noninterest income 
in proportion to, and over the period of, the estimated future net servicing income of the underlying loans.   

 
Management periodically evaluates servicing assets for impairment, utilizing a fair value approach.  Fair value is 
determined using prices for similar assets with similar characteristics, when available, or based upon discounted 
cash flows using market based assumptions. A valuation allowance is recorded where the fair value is below the 
carrying amount of the asset. If the Bank later determines that all or a portion of the impairment no longer exists 
for a particular grouping, a reduction of the allowance may be recorded as an increase in income.  The fair values 
of servicing rights are subject to significant fluctuations as a result of changes in estimated and actual prepayments 
speeds and changes in the discount rates. The balance of servicing assets was $717 thousand at December 31, 
2025, and $904 thousand at December 31, 2024, which are included within the accrued interest and other assets 
account on the statements of financial condition.    

 
Servicing fee income is recorded for fees earned for servicing loans which is reported as other charges and fees 
on the income statement.  The fees are based on a contractual percentage of the outstanding principal and recorded 
as income when earned.  The amortization of servicing rights and changes in the valuation allowance are netted 
against loan servicing income.   
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued 
 
Adoption of New Accounting Standard 
 
Effective January 1, 2025, the Bank adopted ASU 2023-09, Income Taxes (Topic 740): Improvements to Income 
Tax Disclosures.  This guidance enhances income tax disclosure requirements, including additional 
disaggregation of income tax information and expanded disclosure of effective tax rate reconciliation. The 
adoption of this guidance did not have a material impact on the Bank’s financial position, results of operations, 
or cash flows, but resulted in enhanced income tax disclosures in the accompanying financial statements.  The 
Bank applied the amendments in ASU 2023-09 retrospectively to the earliest period presented. 
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NOTE B - DEBT SECURITIES  
 
The following tables summarizes the amortized cost and fair value of available-for-sale securities and held-to-
maturity securities as of December 31, 2025, and December 31, 2024: 
 

Gross Gross

December 31, 2025 Amortized Unrealized Unrealized Fair

Available-for-Sale: Cost Gains Losses Value

Mortgage-Backed Securities: Agency 6,089$               -$                   (1,132)$              4,957$               

Collateralized Mortgage Obligations-Agency 4                        -                     -                     4                        

6,093$               -$                   (1,132)$              4,961$               

Held-to-Maturity:

Mortgage-Backed Securities: Agency 1,443$               -$                   (133)$                 1,310$               

Municipal Bond 618                    23                      -                     641                    

2,061$               23$                    (133)$                 1,951$               

Gross Gross

December 31, 2024 Amortized Unrealized Unrealized Fair

Available-for-Sale: Cost Gains Losses Value

Mortgage-Backed Securities: Agency 6,293$               -$                   (1,382)$              4,911$               

Collateralized Mortgage Obligations-Agency 6                        -                     -                     6                        

6,299$               -$                   (1,382)$              4,917$               

Held-to-Maturity:

Mortgage-Backed Securities: Agency 1,576$               -$                   (205)$                 1,371$               

Municipal Bond 591                    21                      -                     612                    

2,167$               21$                    (205)$                 1,983$               

(In thousands)

(In thousands)

 
 
The carrying value of debt securities pledged for borrowings and for other purposes as required or permitted by 
law was approximately $6.4 million at December 31, 2025 and $6.5 million at December 31, 2024. 

 
There were no sales of debt securities during the years ended December 31, 2025 and 2024. 

 
The amortized cost and fair value of the debt securities as of December 31, 2025 and 2024, by expected maturities 
are shown below.  Expected maturities may differ from contractual maturities because borrowers may  
have the right to call or prepay obligations with or without call or prepayment penalties. 
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NOTE B - DEBT SECURITIES – Continued 
 

Available-for-Sale Held-To-Maturity
Amortized Fair Amortized Fair

December 31, 2025 Cost Value Cost Value

Due Before Ten Years 14$          14$               193$             190$             
Due After Ten Years 6,079        4,947             1,868             1,760             

6,093$      4,961$           2,061$           1,950$           

Available-for-Sale Held-To-Maturity
Amortized Fair Amortized Fair

December 31, 2024 Cost Value Cost Value

Due Before Ten Years 23$          24$               280$             265$             
Due After Ten Years 6,276        4,893             1,887             1,718             

6,299$      4,917$           2,167$           1,983$           

(In thousands)

(In thousands)

 
 

The securities that were in an unrealized loss position at December 31, 2025, and December 31, 2024, were 
evaluated to determine whether the decline in fair value below the amortized cost basis resulted from a credit loss 
or other factors. For a discussion of the factors and criteria the Bank uses in analyzing securities for impairment 
related to credit losses, see Note A “Summary of Significant Accounting Policies – Debt Securities”.  At 
December 31, 2025, and at December 31, 2024, no allowance for credit losses on held-to-maturity were recorded. 

 
The Bank concluded the unrealized losses were primarily attributed to yield curve movement, together with 
widened liquidity spreads and credit spreads. The issuers have not, to the Bank's knowledge, established any 
cause for default on these securities. The Bank expects to recover the amortized cost basis of its securities and 
has no present intent to sell and will not be required to sell securities that have declined below their cost before 
their anticipated recovery.  Accordingly, no allowance for credit losses was recorded as of December 31, 2025, 
and December 31, 2024, against these available-for-sale securities.  
 
Gross unrealized losses and fair value, aggregated by investment category and length of time that individual 
securities have been in a continuous unrealized loss position, as of December 31, 2025, and December 31, 2024, 
are summarized as follows: 
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NOTE B - DEBT SECURITIES – Continued 
 

Total
December 31, 2025 Unrealized Unrealized Unrealized
Available-for-sale Losses Fair Value Losses Fair Value Losses Fair Value

Mortgage-Backed Securities: Agency -$          -$              (1,132)$       4,942$         (1,132)$       4,942$       

Held-to-Maturity
Mortgage-Backed Securities: Agency -$          -$              (133)$          1,310$         (133)$         1,310$       

Total
December 31, 2024 Unrealized Unrealized Unrealized
Available-for-sale Losses Fair Value Losses Fair Value Losses Fair Value

Mortgage-Backed Securities: Agency -$          -$           (1,382)$       4,896$         (1,382)$       4,896$       

Held-to-Maturity
Mortgage-Backed Securities: Agency -$          -$              (205)$          1,371$         (205)$         1,371$       

(In thousands)

Less than Twelve Months Over Twelve Months

(In thousands)

Less than Twelve Months Over Twelve Months

 
NOTE C - LOANS 
 
The Bank's loan portfolio consists primarily of loans to borrowers within Southern California.  Although the Bank 
seeks to avoid concentrations of loans to a single industry or based upon a single class of collateral, real estate 
and real estate associated businesses are among the principal industries in the Bank's market area and, as a result, 
the Bank's loan and collateral portfolios are, to some degree, concentrated in those industries.  The Bank has 
pledged loans to secure lines of credit with the Federal Home Loan Bank as discussed in Note F.   
 
The Bank also originates SBA loans for potential sale to institutional investors.  A portion of the Bank's revenues 
are from origination of loans guaranteed by the Small Business Administration under its various programs and 
sale of the guaranteed portions of the loans.  Funding for these loans depends on annual appropriations by the 
U.S. Congress.  The Bank serviced previously sold SBA loans of $44.1 million as of December 31, 2025, and 
$55.4 million as of December 31, 2024. 
 
The types of loans as of December 31, 2025, and 2024 were as follows:  
 

2025 2024
Loans:
Real Estate:
  Construction and Land Development 59,690$            74,420$          
  Single-Family Residential Mortgages 24,566             25,066            
  Multifamily 178,245            152,055          
  Owner Occupied Commercial Real Estate 186,095            161,841          
  Non-Owner Occupied Commercial Real Estate 381,562            394,060          
Commercial and Industrial 40,593             31,548            
Total Loans 870,751$          838,990$        
Allowance for Credit Losses (12,695)            (12,095)           
Total Loans, Net 858,056$          826,895$        

(In thousands)
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NOTE C – LOANS - Continued 
 
The Bank categorizes loans into risk categories based on relevant information about the ability of borrowers to 
service their debt such as current financial information, historical payment experience, collateral adequacy, credit 
documentation, and current economic trends, among other factors.  The Bank analyzes loans individually by 
classifying the loans as to credit risk. This analysis typically includes larger, non-homogeneous loans such as 
commercial real estate and commercial and industrial loans.  This analysis is performed on an ongoing basis as 
new information is obtained.  The Bank uses the following definitions for risk ratings: 
 

Pass - Loans classified as pass include loans not meeting the risk ratings defined below. 
 

Special Mention - Loans classified as special mention have a potential weakness that deserves management's 
close attention.  If left uncorrected, these potential weaknesses may result in deterioration of the repayment 
prospects for the loan or of the institution's credit position at some future date. 
 

Substandard - Loans classified as substandard are inadequately protected by the current net worth and paying 
capacity of the obligor or of the collateral pledged, if any.  Loans so classified have a well-defined weakness or 
weaknesses that jeopardize the liquidation of the debt.  They are characterized by the distinct possibility that the 
institution will sustain some loss if the deficiencies are not corrected. 

 
Doubtful - Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, 

with the added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently 
existing facts, conditions, and values, highly questionable and improbable. 
 
The following table summarizes the Bank's loan held for investment as of December 31, 2025, and 2024, 
presented by loan portfolio segments, risk ratings and vintage year.  The vintage year is the year of origination, 
renewal, or major modification: 
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NOTE C – LOANS – Continued 

December 31, 2025 2025 2024 2023 2022 2021 Prior to 2021 Revolving

Revolving 
Converted to 
Term During 

the Period Total

Construction and Land Development
   Pass 19,303$     8,622$       7,390$         10,498$     -$          3,505$         -$            -$               49,317$       
   Special Mention -           -            -              -            -            -              -              -                -              
   Substandard -           -            -              -            -            10,373         -              -                10,373         
   Doubtful -           -            -              -            -            -              -              -                -              
   Total 19,303$     8,622$       7,390$         10,498$     -$          13,878$       -$            -$               59,690$       
   YTD Gross Write-Offs -$          -$          -$            -$          -$          -$            -$            -$               -$            
Single-Family Residential Mortgage
   Pass 6,913$       3,120$       545$            3,834$       3,535$       3,638$         1,624$         574$              23,782$       
   Special Mention -           -            -              -            -              -              -                -              
   Substandard -           -            -              -            -              -              784                784             
   Doubtful -           -            -              -            -              -              -                -              
   Total 6,913$       3,120$       545$            3,834$       3,535$       3,638$         1,624$         1,358$            24,566$       
   YTD Gross Write-Offs -$          -$          -$            -$          1$             -$            -$            -$               1$               
Multi-Family
   Pass 49,892$     29,049$     7,224$         22,205$     11,474$     56,354$       502$            -$               176,700$      
   Special Mention -           -            -              1,545         -              -              -                1,545           
   Substandard -           -            -              -            -              -              -                -              
   Doubtful -           -            -              -            -              -              -                -              
   Total 49,892$     29,049$     7,224$         23,750$     11,474$     56,354$       502$            -$               178,245$      
   YTD Gross Write-Offs -$          -$          -$            -$          -$          -$            -$            -$               -$            
Owner Occupied Commercial Real Estate
   Pass 45,833$     14,874$     31,170$       23,921$     14,782$     37,934$       1,075$         -$               169,589$      
   Special Mention -           -            -              -            -              -              -                -              
   Substandard -           -            -              15,749       758             -              -                16,506         
   Doubtful -           -            -              -            -              -              -                -              
   Total 45,833$     14,874$     31,170$       39,670$     14,782$     38,692$       1,075$         -$               186,095$      
   YTD Gross Write-Offs -$          -$          -$            -$          -$          -$            -$            -$               -$            
Non-Owner Occupied Commercial Real Estate
   Pass 74,231$     1,944$       23,698$       77,504$     61,291$     114,963$      3,996$         -$               357,628$      
   Special Mention -           -            -              -            -            2,879           -              -                2,879           
   Substandard -           13,263       -              -            1,544         6,248           -              -                21,055         
   Doubtful -           -            -              -            -            -              -              -                -              
   Total 74,231$     15,207$     23,698$       77,504$     62,836$     124,090$      3,996$         -$               381,562$      
   YTD Gross Write-Offs -$          -$          -$            -$          -$          -$            -$            -$               -$            
Commercial & Industrial
   Pass 5,848$       479$          448$            778$          -$          4,140$         27,405$       -$               39,098$       
   Special Mention -           -            -              -            -            -              -              -                -              
   Substandard -           977           -              -            -            518             -              -                1,495           
   Doubtful -           -            -              -            -            -              -              -                -              
   Total 5,848$       1,456$       448$            778$          -$          4,658$         27,405$       -$               40,593$       
   YTD Gross Write-Offs -$          -$          -$            -$          -$          -$            -$            -$               -$            
Total by Risk Rating:
   Pass 202,020$   58,087$     70,474$       138,741$    91,082$     220,534$      34,602$       574$              816,114$      
   Special Mention -           -            -              1,545         -            2,879           -              -                4,424           
   Substandard -           14,240       -              15,749       1,544         17,896         -              784                50,212         
   Doubtful -           -            -              -            -            -              -              -                -              

   Total Loans, Net of Deferred Loan Fees 202,020$   72,327$     70,474$       156,034$    92,626$     241,309$      34,602$       1,358$            870,751$      
   Total YTD Gross Write-Offs -$          -$          -$            -$          -$          -$            -$            -$               -$            

(In thousands)

Loans Amortized Cost Basis by Origination Year 
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NOTE C – LOANS – Continued 

December 31, 2024 2024 2023 2022 2021 Prior to 2021 Revolving

Revolving 
Converted to 
Term During 

the Period Total

Construction and Land Development
   Pass 4,157$       17,651$     37,374$       -$          15,238$       -$            -$               74,420$       
   Special Mention -           -            -              -            -              -              -                -              
   Substandard -           -            -              -            -              -              -                -              
   Doubtful -           -            -              -            -              -              -                -              
   Total 4,157$       17,651$     37,374$       -$          15,238$       -$            -$               74,420$       
   YTD Gross Write-Offs -           -            -              -            -              -              -                -              
Single-Family Residential Mortgages
   Pass 4,150$       552$          4,356$         5,911$       6,362$         2,313$         642$              24,286$       
   Special Mention -           -            -              -            -              -              -                -              
   Substandard -           -            -              -            -              -              780                780             
   Doubtful -           -            -              -            -              -              -                -              
   Total 4,150$       552$          4,356$         5,911$       6,362$         2,313$         1,422$            25,066$       
   YTD Gross Write-Offs -           -            -              -            -              -              -                -              
Multi-Family
   Pass 28,959$     16,838$     26,676$       12,645$     62,366$       3,151$         -$               150,635$      
   Special Mention -           -            -              -            -              -              -                -              
   Substandard -           -            -              -            1,420           -              -                1,420           
   Doubtful -           -            -              -            -              -              -                -              
   Total 28,959$     16,838$     26,676$       12,645$     63,786$       3,151$         -$               152,055$      
   YTD Gross Write-Offs -           -            -              -            -              -              -                -              
Owner Occupied Commercial Real Estate
   Pass 15,903$     35,063$     26,949$       17,105$     49,743$       -$            -$               144,763$      
   Special Mention -           -            -              -            -              -              -                -              
   Substandard -           -            16,239         553           286             -              -                17,078         
   Doubtful -           -            -              -            -              -              -                -              
   Total 15,903$     35,063$     43,188$       17,658$     50,029$       -$            -$               161,841$      
   YTD Gross Write-Offs -           -            -              -            -              -              -                -              
Non-Owner Occupied Commercial Real Estate
   Pass 18,443$     36,831$     94,590$       72,650$     149,344$      2,119$         -$               373,977$      
   Special Mention -           -            -              -            10,824         -              -                10,824         
   Substandard -           -            -              1,571         7,688           -              -                9,259           
   Doubtful -           -            -              -            -              -              -                -              
   Total 18,443$     36,831$     94,590$       74,221$     167,856$      2,119$         -$               394,060$      
   YTD Gross Write-Offs -           -            2,494           -            -              -              -                2,494           
Commercial and Industrial
   Pass 1,081$       898$          983$            3$             6,116$         22,107$       -$               31,188$       
   Special Mention -           -            -              -            -              -              -                -              
   Substandard -           -            -              -            161             199             -                360             
   Doubtful -           -            -              -            -              -              -                -              
   Total 1,081$       898$          983$            3$             6,277$         22,306$       -$               31,548$       
   YTD Gross Write-Offs -           -            -              -            -              -              -                -              
Total by Risk Rating:
   Pass 72,692$     107,833$    190,928$      108,315$    289,169$      29,690$       642$              799,269$      
   Special Mention -           -            -              -            10,824         -              -                10,824         
   Substandard -           -            16,239         2,124         9,555           199             780                28,897         
   Doubtful -           -            -              -            -              -              -                -              
   Total Loans, Net of Deferred Loan Fees 72,692$     107,833$    207,167$      110,439$    309,548$      29,889$       1,422$            838,990$      
   Total YTD Gross Write-Offs -$          -$          2,494$         -$          -$            -$            -$               2,494$         

(In thousands)

Loans Amortized Cost Basis by Origination Year 
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NOTE C – LOANS - Continued 
 
The following tables presents the aging of the loan portfolio by types as of December 31, 2025, and 2024: 
 

 

30-59 Days 
Past Due

60-89 Days 
Past Due

90 Days or 
More Past 

Due
Non-Accrual 

Loans Total Past Due

Non-Accrual 
With No 

Allowance for 
Credit Loss

Construction and Land Development -$                -$                -$                10,373$            10,373$            10,373$            
Single-Family Residential Mortgages -                  -                  -                  784                  784                  784                  
Multifamily -                  -                  -                  -                  -                  -                  
Owner Occupied Commercial Real Estate -                  -                  -                  758                  758                  758                  
Non-Owner Occupied Commercial Real Estate -                  81                   -                  6,247               6,328               6,247               
Commercial and Industrial -                  -                  -                  518                  518                  518                  
Total Loans -$                81$                  -$                18,680$            18,761$            18,680$            

30-59 Days 
Past Due

60-89 Days 
Past Due

90 Days or 
More Past 

Due
Non-Accrual 

Loans Total Past Due

Non-Accrual 
With No 

Allowance for 
Credit Loss

Construction and Land Development -$                -$                -$                -$                -$                -$                
Single-Family Residential Mortgages -                  -                  -                  780                  780                  780                  
Multifamily -                  -                  -                  1,420               1,420               1,420               
Owner Occupied Commercial Real Estate 286                  371                  -                  553                  1,210               553                  
Non-Owner Occupied Commercial Real Estate -                  -                  -                  7,688               7,688               7,688               
Commercial and Industrial 199                  319                  -                  161                  679                  161                  
Total Loans 485$                690$                -$                10,602$            11,777$            10,602$            

As of December 31, 2025

(In Thousands)

As of December 31, 2024

(In Thousands)

  
 
The Bank has no loans that are 90 days or more past due and still accruing at December 31, 2025, and 2024.  No 
interest income was recognized on a cash basis as of December 31, 2025, and 2024. The Bank did not recognize 
any interest income on nonaccrual loans during the years ended December 31, 2025, and 2024, while the loans 
were in nonaccrual status.  
 
Occasionally, the Bank may modify loans to borrowers who are experiencing financial difficulty. Loan 
modifications to borrowers experiencing financial difficulty may be in the form of principal forgiveness, term 
extension, an other-than-insignificant payment delay, interest rate reduction, or combination thereof.  When 
principal forgiveness is provided, the amount of forgiveness is charged-off against the allowance for credit losses. 
There was one loan that was experiencing financial difficulty and modified during the year ended December 31, 
2025 and none for 2024. This is a multi-family loan in the amount of $10.4 million that is the same one that has 
been identified as a collateral dependent loan. The Bank provided a term extension for 8 months. The Bank has 
not committed to lend any additional amounts to this borrower. The Bank is closely monitoring the performance 
of this loan to understand the effectiveness of its loan modifications. This loan is not past due as of December 31, 
2025 and has not had a payment default during the year. 
 
Collateral-dependent individually evaluated loans were $18.7 million at December 31, 2025, and $10.6 million 
at December 31, 2024.  At December 31, 2025, collateral-dependent individually evaluated loans are comprised  
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NOTE C – LOANS – Continued 
 
of a hotel loan of $6.2 million, a multi-family loan of $10.4 million, a residential loan of $1.3 million, and other 
commercial real estate loans of $758 thousand, compared to a hotel loan of $7.7 million, a multi-family loan of 
$1.4 million, a residential loan of $780 thousand, and other commercial real estate loans of $670 thousand at 
December 31, 2024. The related ACL allocated to these collateral-dependent loans was $1,1 million as of 
December 31, 2025 and $0 at December 31, 2024. 
 
The following table presents the activity in the allowance for credit losses by portfolio segment for the year 
ended December 31, 2025 and 2024: 
 

  Construction and 
land development

  Single-family 
residential 
mortgages   Multifamily

  Owner occupied 
commercial real 

estate

  Non-Owner 
occupied 

commercial real 
estate

Commercial and 
industrial Total

Allowance for Credit Loan Losses:
2024 Beginning Balance 2,330$                   592$                  2,100$               2,474$               5,758$                  585$                13,839$             
Provision for Expected Loan Losses (1,256)                    (24)                    (185)                  (734)                  3,045                   (95)                   750                   
Charge-offs -                        -                    -                    -                    (2,494)                  -                   (2,494)               
Recoveries -                        -                    -                    -                    -                      -                   -                    
2024 Ending Balance 1,074$                   568$                  1,915$               1,740$               6,309$                  490$                12,095$             

Provision for Expected Loan Losses 842                       (197)                  151                   508                   (558)                     (146)                 600                   
Charge-offs -                        -                       -                       -                       -                          -                      -                    
Recoveries -                        -                       -                       -                       -                          -                      -                    
2025 Ending Balance 1,916$                   371$                  2,066$               2,248$               5,751$                  344$                12,695$             

Allowance for Unfunded Credit Commitment :
2024 Beginning Balance 273$                      7$                     15$                   -$                  4$                        31$                  330$                 
Provision for Expected Loan Losses (30)                        1                       9                       2                       4                         14                    -                    
2024 Ending Balance 243$                      8$                     24$                   2$                     8$                        45$                  330$                 

Provision for Expected Loan Losses 50                         (5)                      (18)                    1                       (6)                        (22)                   -                    
2025 Ending Balance 293$                      3$                     6$                     3$                     2$                        23$                  330$                 

(In thousands)

 
 
The Bank did not purchase any loans in 2025 or in 2024.  There were loan sales of $1.0 million with a gain on 
sale of loans $52 thousand in 2025 and no loan sales in 2024.  
 
NOTE D - PREMISES AND EQUIPMENT 
 
A summary of premises and equipment as of December 31, 2025 and 2024 follows: 

 
2025 2024

Leasehold Improvements 3,279$           3,279$           
Furniture, Fixtures, and Equipment 714               725               
Computer Equipment 409               388               

4,402             4,392             
Less Accumulated Depreciation and Amortization (3,090)           (2,911)           
Premises and Equipment, Net 1,312$           1,481$           

(In thousands)

 
 
Total depreciation expense was $191 thousand and $190 thousand for the years ended December 31, 2025 and 
2024, respectively. 
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NOTE E - DEPOSITS 
 
At December 31, 2025, the scheduled maturities of time deposits were as follows: 
 

(In thousands)
2026 526,238$                          
2027 235                                   
2028 -                                       
Total time deposits 526,473$                           

 
Ther aggregate amount of time deposits in denomination that meet or exceed the current FDIC insurance limit of 
$250,000 was $332.6 million and $327.7 million as of December 31, 2025 and 2024, respectively. 
 
NOTE F - BORROWING ARRANGEMENTS 
 
The Bank has established secured and unsecured lines of credit and may borrow funds on a term or overnight 
basis from the Federal Home Loan Bank of San Francisco (“FHLB”), the Federal Reserve Bank of San Francisco 
(“FRB”) and other financial institutions.  The Bank may borrow up to $75 million overnight on an unsecured 
basis from other correspondent banks.   
 
As of December 31, 2025, the Bank may borrow up to approximately $274.7 million from the Federal Home 
Loan Bank of San Francisco ("FHLB") collateralized by loans with an aggregate carrying value of $404.5 million 
subject to fulfilling other conditions of the credit facility.    
 
The Bank also has a borrowing capacity of approximately $6.0 million with the Federal Reserve Bank discount 
window.  The Bank has pledged debt securities of $6.4 million as collateral for this line.   
 
There were no amounts outstanding under any of the other borrowing arrangements above as of December 31, 
2025 and 2024.   
 
NOTE G - INCOME TAXES 
 
The asset and liability method is used in accounting for income taxes.  Under this method, deferred tax assets and 
liabilities are determined based on differences between financial reporting and tax bases of assets and liabilities 
and are measured using the enacted tax rates and laws that will be in effect when the differences are expected to 
reverse. 
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NOTE G - INCOME TAXES - Continued 
 
For the year ended December 31, 2025 and 2024, the current and deferred amounts of the income tax expense are 
summarized as follows: 

2025 2024

Current Expense:
   Federal 8,311$             8,888$             
   State 4,885               5,418               
Deferred Expense (Benefit) 
   Federal (629)                492                 
   State (432)                20                   
Total Income Tax Expense 12,135$           14,818$           

(In thousands)

 
A comparison of the federal statutory income tax rates to the Bank's effective income tax rates at December 31, 
2025 and 2024 follows: 
 

Statutory Federal Tax 8,678$          21.0%     10,582$        21.0%      
State Franchise Tax, Net of Federal Benefit 3,504            8.5%       4,290            8.5%        
Other Items, Net (47)               0.1%) (    (54)               (0.00)       
Total Income Tax Expense 12,135$        29.4%     14,818$        29.4%      

2025 2024
(Dollars in thousands)
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NOTE G - INCOME TAXES - Continued 
 
Deferred taxes are a result of differences between income tax accounting and generally accepted accounting 
principles with respect to income and expense recognition.   The following is a summary of the components of 
the net deferred tax asset (liability) accounts recognized in the accompanying statements of financial condition at 
December 31, 2025 and 2024: 
 

2025 2024
Deferred Tax Assets:
   Depreciation Differences 81$               47$               
   Allowance for Credit Losses Due to Tax Limitations 3,753             3,576             
   Stock-Based Compensation 386               389               
   Available-For-Sale Securities 335               409               
   Deferred Compensation 3,841             3,014             
   Nonaccrual Loan Interest 664               252               
   California Franchise Tax 1,043             1,147             
   Operating Lease Liability 2,076             1,770             
   Other 970               977               
     Gross Deferred Tax Assets 13,148$         11,581$         

Deferred Tax Liabilities:
   Deductible Prepaid Items (84)$              (83)$              
   Capitalized Loan Costs (216)              (146)              
   Right of Use Asset (1,841)           (1,540)           
   Other (494)              (301)              
     Gross Deferred Tax Liabilities (2,635)$          (2,070)$          
Net Deferred Tax Assets 10,513$         9,511$           

(In thousands)

 
 

In assessing the realization of deferred tax assets, management considers whether it is more likely than not that 
some portion or all of the deferred tax assets will not be realized.  The ultimate realization of deferred tax assets 
is dependent upon the generation of future taxable income during the periods in which those temporary differences 
become deductible. Management considers the projected future taxable income and tax planning strategies in 
making this assessment.  Based upon the level of historical taxable income and projections for future taxable 
income over the periods in which the deferred tax assets are deductible, management believes it is more likely 
than not that the Bank will realize all benefits related to these deductible differences  
 
The Bank is subject to Federal income tax and California franchise tax.  Income tax returns for the years ended 
after December 31, 2022 are open for audit by the federal authorities and California returns for the years ended 
on or after December 31, 2021 are open for audit by state authorities.  
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NOTE H – OTHER REAL ESTATE OWNED (“OREO”) 
 
The Bank took ownership of a 4-unit single family residence of $2.9 million and recorded a gain on transfer of 
OREO of $503 thousand in March 2024. The Bank recorded net OREO related expenses of $171 thousand for 
the year ended 2025.  OREO was $2.9 million at December 31, 2025, and at 2024.   
 
NOTE I – OTHER EXPENSES 
 
Other expenses for the year ended December 31, 2025 and 2024 are comprised of the following: 
 

  

2025 2024

Data Processing 646$                  638$                   
Marketing and Business Promotion 333                   175                     
Professional Fees 624                   453                     
Office Expenses 422                   416                     
Insurance 715                   690                     
Director Fees and Expenses 1,903                 2,072                  
Other Expenses 432                   387                     
Total Other Expenses 5,075$               4,831$                

(In thousands)

 
 

NOTE J – RELATED PARTY TRANSACTIONS 
 
In the ordinary course of business, the Bank has granted loans to certain directors and the companies with which 
they are associated.  The balance of these loans outstanding at December 31, 2025 and 2024 amounted to $7.6 
million and $2.6 million, respectively. 
 
Deposits from certain directors, officers and their related interests with which they are associated held by the 
Bank at December 31, 2025 and 2024 amounted to $45.1 million and $27.9 million, respectively. 
 
NOTE K – COMMITMENTS 
 
In the ordinary course of business, the Bank enters into financial commitments to meet the financing needs of its 
customers.  These financial commitments include commitments to extend credit and standby letters of credit.  
Those instruments involve to varying degrees, elements of credit and interest rate risk not recognized in the Bank’s 
financial statements. 
 
The Bank’s exposure to loan loss in the event of nonperformance on commitments to extend credit and standby 
letters of credit is represented by the contractual amount of those instruments.  The Bank uses the same credit 
policies in making commitments as it does for loans reflected in the financial statements. 
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NOTE K – COMMITMENTS – Continued 
 
As of December 31, 2025 and 2024, the Bank had the following outstanding financial commitments whose 
contractual amount represents credit risk: 
 

  

2025 2024

Commitments to Extend Credit 81,110$           66,909$           
Letters of Credit 3,297               3,520               
Total 84,407$           70,429$           

(In thousands)

 
Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any 
condition established in the contract.  Since many of the commitments are expected to expire without being drawn 
upon, the total amounts do not necessarily represent future cash requirements.  The Bank evaluates each client’s 
credit worthiness on a case-by-case basis.  The amount of collateral obtained if deemed necessary by the Bank is 
based on management’s credit evaluation of the customer.  The majority of the Bank’s commitments to extend 
credit and standby letters of credit are secured by real estate. 
 
The Bank has entered into Supplemental Executive Retirement Plan (“SERP”) agreements approved in 2014 for 
selected executive management and employees of the Bank. Under the SERP agreements, the Bank has agreed to 
pay each participant, or their beneficiary, a designated monthly amount over a ten year period, beginning with the 
individual’s termination of service.  As of December 31, 2025 and 2024, $1.8 million and $1.7 million, 
respectively, have been accrued in conjunction with these agreements.  The expense incurred for the deferred 
compensation was $86 thousand and $70 thousand for the years 2025 and 2024, respectively.   
 
In addition to SERP, the Bank has entered into Executive Deferred Compensation agreements approved in 2013 
for the executive officers of the Bank.  The interest expense incurred for the deferred compensation was $1.2 
million and $959 thousand for the years 2025 and 2024, respectively.   
 
The Bank is the beneficiary of life insurance policies that have been purchased as a method of financing the 
benefits under the agreements.  As of December 31, 2025 and 2024, the cash surrender value of these insurance 
policies was $7.0 million and $6.8 million, respectively. 
 
NOTE L – LEASES  
 
The Bank has entered into operating leases for its branches and administrative offices, which expire at various 
dates through 2038 with the Bank committing to renewal periods for one leased location through 2040.  These 
leases include provision for periodic rent increases as well as payment by the lessee of certain operating expenses. 
Total lease expense was $1.21 million and $1.22 million which includes common area maintenance costs of $110 
thousand and $129 thousand for the years ended December 31, 2025 and 2024, respectively. 
 
The amount of the lease liability and ROU asset is impacted by the lease term and the discount rate applied to 
determine the present value of future lease payments.  The remaining terms of operating leases range from 6 
months to 15 years.  The Bank does not possess any leases that have variable lease payments or residual value 
guarantees as of December 31, 2025 and 2024. 
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NOTE L – LEASES – Continued 
 
Most leases include one or more options to renew, with renewal terms that can extend the lease term by varying 
amounts.  The exercise of renewal options is at the sole discretion of the Bank. Renewal option periods were 
included in the measurement of ROU assets and lease liabilities for the main headquarters of the Bank as they are 
considered reasonably certain of exercise. 

 
The following table presents the operating lease related assets and liabilities recorded on the statements of 
financial condition of the Bank, and the weighted-average remaining lease terms and discount rates as of 
December 31, 2025 and 2024:  

 

 

2025 2024

Operating Leases:
Right of Use Assets 6,226$                5,208$                
Operating Lease Liabilities 7,022                 5,987                 

Weighted Average Remaining Lease Term, in Years 10.07                 11.27                 
Weighted Average Discount Rate 5.10% 5.33%

Other Information:
Cash Paid for Amounts Included in the Measurement of                         
     Lease Liabilities 1,177$                1,177$                

(Dollars in thousands)

 
 
The following table presents a maturity analysis of the Bank’s operating lease liabilities at December 31, 2025: 
 

(In thousands)
2026 1,088$                             
2027 1,080                               
2028 964                                  
2029 878                                  
2030 853                                  
Thereafter 4,364                               
Total Lease Payments 9,227                               
Less Amount of Payment Representing Interest (2,205)                              
Total Present Value of Lease Payments 7,022$                             
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NOTE M - EMPLOYEE BENEFIT PLANS 
 
The Bank has a 401(k) retirement plan which is generally available to all employees age 21 and older with 6 
months of service.  The Bank matches 50% of the employee contributions up to 6% of the employee's annual 
compensation.  Employer contributions are vested to participants over five years.  The Bank made contributions 
in the amount of $242 thousand in 2025 and $128 thousand in 2024.  Effective February 1, 2025, the Bank has 
shortened employee service requirement from six months to three months and matches 75% of the employee 
contributions up to 6% of the employee's annual compensation.   
 
NOTE N - STOCK OPTION PLAN 
 
Under the terms of the Amended 2015 Stock Option Plan, officers and key employees may be granted both 
nonqualified and incentive stock options and directors and other consultants, who are not also an officer or 
employee, may be granted nonqualified stock options.  The Plan provides for options to purchase up to a 
maximum of 612,854 shares of common stock at a price not less than 100% of the fair market value of the stock 
on the date of grant.  Options may vest over a period of three to five years.  Stock options expire no later than ten 
years from the date of the grant and generally vest over three years.  As of May 20, 2025, this Plan expired.  Any 
shares that become available for reuse due to forfeiture, expiration, cancellation, or the like, shall become 
available for delivery under the new plan.  
 
The shareholders of the Bank approved the 2025 Long-term Incentive Plan ("2025 Plan") on May 20, 2025.  The 
2025 Plan replaces the Amended 2015 Stock Option Plan. Under the terms of the 2025 Plan, employees, directors 
and service providers of the Bank may be granted several types of equity awards including stock options and 
stock awards.  The 2025 Plan provides for maximum number of shares that may be delivered upon the plan of 
775,000 plus any shares that are covered under a prior plan that otherwise would become available for reuse.  The 
exercise price of each stock option shall not be less than 100% of the fair market value of the stock on the date of 
grant.  Awards may vest over a period of three to five years.  Stock options expire no later than ten years from 
the date of the grant.  The 2025 Plan provides for accelerated vesting if there is a change of control.  The 2025 
Plan expires in 2035.   
 
The Bank recognized stock-based compensation cost of $469 thousand and $428 thousand in 2025 and 2024, 
respectively.  The Bank also recognized income tax benefits related to stock-based compensation of 
approximately $88 thousand and $80 thousand in 2025 and 2024, respectively. 
 
Fair value of each stock option granted was estimated on the date of grant using the Black-Scholes option pricing 
model with the following assumptions: 
 

2025 2024
Risk Free Interest Rate 4.19% 4.40%
Estimated Average Life 10 years 10 years
Expected Dividend Rates 2.81% 2.68%
Expected Stock Volatility 25.52% 25.52%
Weighted-Average Fair Value 8.85$           9.03$           

  
 
Since the Bank has a limited amount of historical stock activity the expected volatility is based on the historical 
volatility of similar banks that have a longer trading history.  The expected term represents the estimated average  
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NOTE N - STOCK OPTION PLAN - Continued 
 
period of time that the options remain outstanding.  Since the Bank does not have sufficient historical data on the 
exercise of stock options, the expected term is based on the "simplified" method that measures the expected term 
as the average of the vesting period and the contractual term, adjusted for management’s estimate on the period 
of time that options granted are expected to be outstanding.  The risk-free rate of return reflects the grant date 
interest rate offered for zero coupon U.S. Treasury bonds over the expected term of the options. 
 
 
A summary of the status of the Bank's stock option plan as of December 31, 2025 and changes during the year 
then ended is presented below: 
 

Weighted-
Weighted- Average

     Average Remaining Aggregate
Exercise Contractual Intrinsic

(Dollars in thousands, Except for Share and Per Share Data) Shares Price Term in Years Value
Outstanding at Beginning of Year 487,187      24.63$           
Granted 69,000        32.37$           
Exercised (88,331)       19.79$           
Forfeited -                -$                 
Outstanding at End of Year 467,856      26.69$           6.30 years 2,657$          

Options Exercisable 322,731      24.61$           5.02 years 2,504$          

 
 
As of December 31, 2025, there was $1.2 million of total unrecognized compensation cost related to the 
outstanding stock options that will be recognized over a weighted-average period of 2.02 years.  As of December 
31, 2024, there was $1.1 million of total unrecognized compensation cost related to the outstanding stock options 
that will be recognized over a weighted-average period of 2.51 years.  The intrinsic value of stock options 
exercised in 2025 and 2024 was $1.1 million and $758 thousand, respectively. 
 
NOTE O - FAIR VALUE MEASUREMENTS AND FAIR VALUE OF FINANCIAL INSTRUMENTS 
 
The Bank uses fair value to measure certain assets and liabilities on a recurring basis, primarily securities available 
for sale. For assets measured at the lower of cost or fair value, the fair value measurement criteria may or may 
not be met during a reporting period and such measurements are therefore considered “nonrecurring” for purposes 
of disclosing our fair value measurements. Fair value is used on a nonrecurring basis to adjust carrying values for 
individually evaluated loans and other real estate owned.  
 
In accordance with accounting guidance, the Bank used valuation methodologies to measure assets at fair value 
and to estimate the fair value of financial instruments not recorded at fair value.  The three levels of the fair value 
hierarchy are described as follows:  
 
Level 1 – Quoted prices in active markets for identical assets or liabilities. 
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NOTE O - FAIR VALUE MEASUREMENTS AND FAIR VALUE OF FINANCIAL INSTRUMENTS - 
Continued 
 
Level 2 – Observable prices in active markets for similar assets or liabilities; prices for identical or similar assets 
or liabilities in markets that are not active; directly observable market inputs for substantially the full term of the 
asset and liability; market inputs that are not directly observable but are derived from or corroborated by 
observable market data. 
 
Level 3 – Unobservable inputs based on the Bank’s own judgments about the assumptions that a market 
participant would use. 
 
The following is a description of valuation methodologies used for assets and liabilities recorded at fair value: 
 
Securities available for sale:  The fair values of securities available for sale are determined by obtaining quoted 
prices on nationally recognized securities exchanges (Level 1) or matrix pricing, which is a mathematical 
technique used widely in the industry to value debt securities without relying exclusively on quoted prices for 
specific securities but rather by relying on the securities' relationship to other benchmark quoted securities (Level 
2). 
 
Collateral-dependent individually evaluated loan: Collateral-dependent individually evaluated loans are carried 
at fair value when it is probable that the Bank will be unable to collect all amount due according to the contractual 
terms of the original loan agreement and the loan has been written down to the fair value of its underlying 
collateral, net of expected disposition costs where applicable (Level 3).   
 
Other Real Estate Owned: Other real estate owned are measured at the lower of carrying amount or fair value, 
less costs to sell. In cases where the carrying amount exceeds the fair value, less costs to sell, an impairment loss 
is recognized. Fair values are generally based on third party appraisals of the OREO adjusted by management’s 
judgement and estimation of selling costs (Level 3). 
 
The following table provides the hierarchy and fair value for each major category of assets and liabilities measured 
at fair value at December 31, 2025 and 2024: 
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NOTE O - FAIR VALUE MEASUREMENTS AND FAIR VALUE OF FINANCIAL INSTRUMENTS - 
Continued 
 

Level 1 Level 2 Level 3
Total at 

Fair Value
As of December 31, 2025
 On a Recurring Basis

Securities Available for Sale -$             4,961$       -$           4,961$       

 On a Non-Recurring Basis
Collateral Dependent Individually Evaluated Loans -$             -$             9,243$    9,243$       

   Other Real Estate Owned -$             -$             2,953$    2,953$       

As of December 31, 2024
 On a Recurring Basis

Securities Available for Sale -$             4,917$       -$           4,917$       

 On a Non-Recurring Basis
Collateral Dependent Individually Evaluated Loans -$             -$             10,559$   10,559$     

   Other Real Estate Owned -$             -$             2,953$    2,953$       

Fair Value Measurements Using

(In thousands)

 
 
Of the total collateral dependent loans, one loan was adjusted to fair value during the year. This was a multi-
family loan in the amount of $10,372 thousand with a specific reserve of $1,129 thousand. The significant 
unobservable (Level 3) inputs used in the fair value measurement of collateral for collateral-dependent 
individually evaluated loans was primarily based on the appraised value of collateral adjusted by estimated sales 
cost and commissions.  The Bank generally obtains new appraisal reports every twelve months as appropriate.  
The fair value of individually evaluated loans is calculated based on the net realizable fair value of the collateral 
or the observable market price of the most recent sale.  The Bank does not record loans at fair value on a recurring 
basis. Nonrecurring fair value adjustments to collateral dependent non-accrual loans are recorded based on the 
current appraised value of the collateral adjusted by management’s judgment and estimation of sales cost and 
commissions, a Level 3 measurement. The significant unobservable inputs (Level 3) used in the fair value 
measurement of other real estate owned (“OREO”) are primarily based on the appraised value of OREO adjusted 
by estimated sales cost and commissions. The Bank applies estimated sales cost and commissions ranging from 
5% to 10% of the collateral value of individually evaluated loans and appraised value of OREO. 
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NOTE O - FAIR VALUE MEASUREMENTS AND FAIR VALUE OF FINANCIAL INSTRUMENTS – 
Continued 
 
The fair value of a financial instrument is the amount at which the asset or obligation could be exchanged in a 
current transaction between willing parties, other than in a forced or liquidation sale. Fair value estimates are 
made at a specific point in time based on relevant market information and information about the financial 
instrument.  These estimates do not reflect any premium or discount that could result from offering for sale at one 
time the entire holdings of a particular financial instrument.  Because no market value exists for a significant 
portion of the financial instruments, fair value estimates are based on judgments regarding future expected loss 
experience, current economic conditions, risk characteristics of various financial instruments, and other factors.  
These estimates are subjective in nature, involve uncertainties and matters of judgment, and, therefore, cannot be 
determined with precision.  Changes in assumptions could significantly affect the estimates. 
 
Fair value estimates are based on financial instruments both on and off the balance sheet without attempting to 
estimate the value of anticipated future business and the value of assets and liabilities that are not considered 
financial instruments.  Additionally, tax consequences related to the realization of the unrealized gains and losses 
can have a potential effect on fair value estimates and have not been considered in many of the estimates. 
 
The fair value hierarchy level, carrying value and estimated fair value of significant financial instruments at 
December 31, 2025 and 2024 is summarized as follows: 
 

2024
Fair Value Carrying Fair Carrying Fair
Hierarchy Value Value Value Value 

Financial Assets:
   Cash and Due From Banks Level 1 173,993$         173,993$      265,611$ 265,611$  
   Federal Funds Sold Level 1 50,000             50,000         10,000     10,000     
   Interest-Bearing Deposits in Other Banks Level 1 3,251              3,251           2,991      2,991       
   Debt Securities Level 2 7,022              6,912           7,084      6,900       
   Loans, net Level 3 858,056           880,166       826,895   840,652    
   FHLB Stock Level 2 5,148              5,148           5,148      5,148       
   Accrued Interest Receivable Level 2 5,593              5,593           5,765      5,765       

Financial Liabilities:
   Deposits Level 2 806,057$         805,720$      847,444$ 846,143$  
   Accrued Interest Payable Level 2 976                 976             1,231      1,231       

2025

(In thousands)
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NOTE P - REGULATORY MATTERS 
 
The Bank is subject to various regulatory capital requirements administered by the federal banking agencies. 
Failure to meet minimum capital requirements can initiate certain mandatory - and possibly additional 
discretionary - actions by regulators that, if undertaken, could have a direct material effect on the Bank's 
financial statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective 
action, the Bank must meet specific capital guidelines that involve quantitative measures of the Bank's assets, 
liabilities, and certain off-balance-sheet items as calculated under regulatory accounting practices. The Bank's 
capital amounts and classification are also subject to qualitative judgments by the regulators about components, 
risk weightings, and other factors.  Management believes as of December 31, 2025 and 2024 that the Bank 
meets all capital adequacy requirements to which it is subject. 
 
Prompt corrective action regulations provide five classifications: well capitalized, adequately capitalized, 
undercapitalized, significantly undercapitalized, and critically undercapitalized, although these terms are not used 
to represent overall financial condition. If adequately capitalized, regulatory approval is required to accept 
brokered deposits.  If undercapitalized, capital distributions are limited, as is asset growth and expansion, and 
capital restoration plans are required.  As of December 31, 2025 and 2024 the most recent notification from the 
FDIC categorized the Bank as well-capitalized under the regulatory framework for prompt corrective action (there 
are no conditions or events since that notification that management believes have changed the Bank's category).   
 
In 2019, the federal banking agencies jointly issued a final rule that provides for an optional, simplified measure 
of capital adequacy, the community bank leverage ratio framework (CBLR framework), for qualifying 
community banking organizations, consistent with Section 201 of the Economic Growth, Regulatory Relief, and 
Consumer Protection Act.  
 
The community bank leverage ratio removes the requirement for qualifying banking organizations to calculate 
and report risk-based capital but rather only requires a Tier 1 to average assets (leverage) ratio. Qualifying banking 
organizations that elect to use the community bank leverage ratio framework and that maintain a leverage ratio 
of greater than required minimums will be considered to have satisfied the generally applicable risk based and 
leverage capital requirements in the agencies’ capital rules (generally applicable rule) and, if applicable, will be 
considered to have met the well capitalized ratio requirements for purposes of section 38 of the Federal Deposit 
Insurance Act. The community bank leverage ratio minimum requirement is 9%.  An eligible banking 
organization is provided a two-quarter grace period to correct a ratio that falls below the required amount, 
provided that the bank maintains a leverage ratio greater than 8%. 
 
An eligible banking organization can opt out of the CBLR framework and revert back to the risk-weighting 
framework without restriction. As of December 31, 2025 and 2024, the Bank was a qualifying community banking 
organization as defined by the federal banking agencies and adopted to measure capital adequacy under the CBLR 
framework. 
 
To be categorized as well-capitalized, the Bank must maintain minimum capital amount and ratio as set forth in 
the table.  The table below also presents the Bank’s actual and required capital amount and ratio as of December 
31, 2025 and 2024: 
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NOTE P - REGULATORY MATTERS - Continued 
 

Capital Amount Ratio Capital Amount Ratio

As of December 31, 2025:
   Tier 1 Capital to Average Assets 294,765$           25.9% 102,607$           9.0%

As of December 31, 2024:
   Tier 1 Capital to Average Assets 274,027$           23.9% 103,173$           9.0%

Required to be Considered Well-
Capitalized under CBLR Framework

(Dollars in thousands)

Actual

 
  
The California Financial Code provides that a bank may not make a cash distribution to its shareholders in excess 
of the lesser of the bank's undivided profits or the bank's net income for its last three fiscal years less the amount 
of any distribution made by the bank's shareholders during the same period.  In addition, the Bank may not pay 
dividends that would result in its capital levels being reduced below the minimum requirements shown above.  
The Bank’s dividend payments in 2025 and 2024 were in compliance with the various dividend limitation rules. 
 
NOTE Q – SUBSEQUENT EVENTS 
 
The Bank has evaluated the effect of events that have occurred subsequent to December 31, 2025, through March 
20, 2026, which is the date the financial statements were available to be issued.  Based on the evaluation, the 
Bank has determined none of these events would require recognition or disclosure in the financial statement. 
 
 



  

Member FDIC

- Various types of depository accounts to meet different account needs
- Checking, Interest-Checking, Business Checking
- Savings, Money Market Accounts
- Time Certificate of Deposit Accounts
- CDARS® (Certificate of Deposit Account Registry Service) and ICS®, (Insured Cash Sweep®)

- Cash Management and Online Services
- Online Banking
- ACH Direct Deposit, Auto-Debit, ACH Credit /Debit Origination
- Bill Pay
- Wire Transfers
- Mobile Banking & Mobile Deposit (for both consumers and businesses)
- Remote Deposit Capture (for business customers)
- ATM/debit cards

eStatement-
ZELLE® Person-to-Person Payments (P2P)

- SBA Loans
- Land and Building acquisition (for owner-use property)
- Business Acquisition / General / Export Working Capital Line
- Equipment, Machinery and Inventory Purchase
- Line of Credit for Contractors / Builders
- Commercial Building Construction

Founded in October 2005, First General Bank is a community bank focused on providing value-added products and services to meet the financial 
needs of our customers. We are committed to reaching out and providing access to capital/financial services to our community, including those who 
are unserved/underserved, and lending to minorities. Our services are designed to create sustainable impact in our community, maximize shareholder 
value and provide a positive working environment for our employees. Most of our shareholders are established and well-respected members of the 
community with significant ties to the community. They have a first-hand understanding of the living and business environment and banking needs 
of the community, allowing the Bank to provide valuable and quality banking services to consumer and business customers, such as:

Corporate Profile
Your Path to Success

攜手大通, 邁向成功

 
 - Commercial Loans

- Line of Credit / Export & Import / Fixed Assets Term Loan

- Commercial Real Estate & Construction Loans
- Track Home Development / Construction
- Offices, Shopping Centers, Industrial Warehouses, Hotels / Motels
- Mixed Used Property / Apartment

- Home Equity Line of Credit

        
   

Operating on the strategic advantage of knowing the community, and the commitment to superio r customer service, the Bank has earned the trust and
support from its customers and recognition from industry groups as one of the leading banks in its class, in terms of safety and soundness, growth and
profitability.

     

  
  

First General Bank has been certified by the U.S. Department of the Treasury as a Community Development Financial Institution (CDFI) since 2016.
In 2025, the CDFI renewed the Bank’s CDFI Certification. CDFI Certification is the U.S. Department of the Treasury’s recognition of specialized 
financial institutions with their primary mission of promoting community development and serving low-income communities.

 3As of December 31, 2025, First General Bank’s Total Assets exceeded $1.1 billion, with five branch locations strategically spanning from the 
Greater San Gabriel Valley, Cerritos / Artesia area to Orange County, California.
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Corporate Information

Board of Directors

Executive Officers

Bank Offices

 

 
   

Corporate Headquarters
19036 Colima Road, Rowland Heights, CA 91748

Tel: (626) 820-1099  Fax (626) 820-1399

Administration Office
1744 S. Nogales Street, Suite A Rowland Heights, CA 91748 
Tel: (626) 363-8878  Fax (626) 363-8885

Arcadia Branch
1127 S. Baldwin Avenue, Arcadia, CA 91007
Tel: (626) 461-0288  Fax (626) 461-0299

Cerritos Branch
17808 Pioneer Boulevard, Suite 108, Artesia, CA 90701
Tel: (562) 677-8858 Fax (562) 677-8855

 

  
   

 
   

 

 
 

Irvine Branch
5404-C&D Walnut Avenue, Irvine, CA 92604
Tel: (949) 769-8888  Fax (949) 769-8885

Rowland Heights Main Branch
19036 Colima Road, Rowland Heights, CA 91748 
Tel: (626) 820-1234  Fax (626) 820-1299

San Gabriel Branch
801 E. Valley Boulevard, #103, San Gabriel, CA 91776
Tel: (626) 288-9288  Fax (626) 280-1300

Jackson Yang
Chairman of the Board, First General Bank
Chairman, Seville Classics, Inc.

Cliff J. Hsu
President & Chief Executive Officer
First General Bank

Dr. Lawrence Cheng
Dentist/Owner
Smile Haven Dental

Dr. Joseph Chiang
Retired Dentist

Edward Hsieh
Retired Investor

Jeff Lee
CEO, Nevis Capital, LLC 

Harry Leu
Principal, HB, LLC

Johnny Lin
President, Long Win Inc.

Kansei Sai
President, Yanlot Development Corporation

Hsinya Shen
Attorney

Karena Sujo
CEO, Safco Realty and Investment, Inc.

John Sun
President, Best Restaurant Supply

Chris Wen
President, Walton Realty Inc.

Wilson Mach
Senior Executive Vice President & Chief Operating Officer

Tony Chan
Executive Vice President & Chief Lending Officer

Cliff J. Hsu
President & Chief Executive Officer

Jeanette Lin
Executive Vice President & Chief Credit Officer

www.fgbusa.com
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