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Building the Future: Innovation in Action




Shareholder Letter

To our Shareholders, Customers, and Communities,

As we close the books on 2024, we are proud to report another year of strong financial performance,
strategic progress, and forward-looking innovation. First Pacific Bancorp, along with its wholly owned
subsidiary, First Pacific Bank, achieved the seventh consecutive quarter of profitability and continues to
strengthen its foundation for future growth. By investing in technology, enhancing operational efficiency,
and deepening our commitment to our clients and communities, we are well-positioned to create long-
term value for our stakeholders.

A Strong Financial Position to Power Future Innovation

Our disciplined approach and commitment to true relationship banking have resulted in continued
financial momentum. Key highlights for the year include:
- Total assets grew to $433 million, up $13 million from year-end 2023.
. Total deposits increased to $351 million, a $17 million increase from the prior year.
. Total loans expanded to $277 million, demonstrating steady growth in our lending portfolio.
« Asset quality remained excellent with minimal levels of classified or non-performing assets.
. Cash and cash equivalents reached $41 million, a $19 million increase from 2023.

- Capital strength remained robust, with a leverage capital ratio of 9.0% and a total risk-based
capital ratio of 13.4%.

« Netincome for 2024 totaled $1.1 million, a significant turnaround from the net loss of $164
thousand in 2023.
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Driving Innovation Through Technology

With a focus on providing an exceptional banking experience, we’ve made significant investments in
technology and innovation this past year, laying the foundation for long-term success and ensuring we
continue to meet the ever-evolving needs of our customers.

. The implementation of our new Customer Relationship Management (CRM) system enables us to
better understand and serve our clients, providing more personalized financial solutions.

- Enhancements to our payment solutions in partnership with Finastra, including Fedwire and
FedNow, offer real-time transactions for greater financial flexibility.

« We are in the process of launching a new online and mobile banking platform powered by Q2,
providing an intuitive and feature-rich banking experience for our customers.

- Along with this new platform we will offer clients the ability to use Zelle to ensure fast, secure
peer-to-peer payments within our digital banking ecosystem.

Commitment to Our Community

At First Pacific Bank, our commitment to the communities we serve goes far beyond banking — it’s about
creating a meaningful and lasting impact. Whether providing support in times of need, championing
important causes, or funding nonprofits and community initiatives, we are dedicated to making a
difference. Through strategic partnerships, sponsorships, and hands-on involvement, we work to
strengthen our communities, uplift those in need, and build a brighter, more resilient future for all.

- Inresponse to the recent wildfires, we acted swiftly to provide resources and support for affected
individuals and businesses.

- Through sponsorships, donations, and strategic partnerships, we continue to invest in initiatives
that strengthen our local communities.

- Ourteam members play an active role in leadership, serving on boards across our markets to
support organizations that drive positive change.
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Building Tomorrow, Today

As we close another successful year, we reflect on the strong financial momentum and clear growth
strategy that position us confidently as we enter 2025. Our commitment to digital transformation,
customer-centric banking, and operational excellence remains at the core of our efforts, driving
sustainable growth and creating long-term value for our shareholders.

On behalf of the entire team at First Pacific Bank, we sincerely thank all our stakeholders — employees,
customers, communities, and shareholders — for your continued trust and support. Together, we will
continue to build a brighter future for First Pacific Bank and the communities we proudly serve.

Nathan Rogge, Joe Matranga,
President and CEO Chairman of the Board
of First Pacific Bank and of First Pacific Bank and
First Pacific Bancorp First Pacific Bancorp

Our team builds long-term partnerships Proud recipient of the CulturelD Award
that fuel business success. — twice recognized for our outstanding

workplace culture.

Actively supporting small businesses A reflection of our commitment to
through government-guaranteed integrity, transparency, and client
programs. satisfaction.
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Independent Auditor’s Report

The Board of Directors and Shareholders
First Pacific Bancorp and Subsidiary
Whittier, California

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of First Pacific Bancorp and Subsidiary, which
comprise the consolidated balance sheets as of December 31, 2024 and 2023, and the related
consolidated statements of operations, comprehensive income, shareholders’ equity, and cash flows for
the years then ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of First Pacific Bancorp and Subsidiary as of December 31, 2024 and
2023, and the results of their operations and their cash flows for 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 Consolidated Financial Statements section of our report. We are
required to be independent of First Pacific Bancorp and Subsidiary, 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 Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about First Pacific
Bancorp and Subsidiary’s ability to continue as a going concern for one year after the date that the
consolidated financial statements are available to be issued.



Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated financial statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the consolidated 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 consolidated financial statements.

e 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 Pacific Bancorp and Subsidiary’s internal control.
Accordingly, no such opinion is expressed.

e 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
consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about First Pacific Bancorp and Subsidiary’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
April 25, 2025



First Pacific Bancorp and Subsidiary
Consolidated Balance Sheets
December 31, 2024 and 2023

Assets
Cash and due from banks
Federal funds sold
Interest bearing deposits with other financial institutions
Cash and cash equivalents

Debt securities available for sale, at fair value (amortized cost of
$2,127,563 and $5,509,776, with zero allowance for credit losses)
Debt securities held to maturity, net of allowance for credit losses

of $10,408 and $16,095 at December 31, 2024 and 2023

Loans, net of unearned income

Allowance for credit losses
Loans, net

Restricted stock

Equity securities

Premises and equipment, net

Right of use asset

Bank owned life insurance

Goodwill

Core deposit intangible

Accrued interest receivable and other assets

Total assets

Liabilities and Shareholders' Equity
Liabilities
Deposits
Noninterest-bearing deposits
Interest-bearing deposits
Total deposits
Borrowings
Accrued interest payable and other liabilities
Total liabilities

Shareholders' Equity

Preferred stock - 10,000,000 shares authorized; no shares
issued and outstanding in 2024 and 2023

Common stock, no par value, 20,000,000 shares authorized,
4,294,500 and 4,231,841 shares issued and outstanding
in 2024 and 2023, respectively

Additional paid-in-capital

Retained earnings

Accumulated other comprehensive loss, net of tax

Total shareholders' equity

Total liabilities and shareholders' equity

See Notes to Consolidated Financial Statements

2024 2023
$ 4,453,819 $ 3,991,597
36,290,000 18,060,000
255,106 316,552
40,998,925 22,368,149
1,866,022 5,257,049
100,257,560 104,343,133
277,384,085 275,198,411

(3,179,637) (3,109,975)

274,204,448 272,088,436
3,130,050 2,968,350
1,160,000 1,160,000
715,095 943,976
613,869 1,324,696
5,287,738 5,170,521
977,938 977,938
245,425 299,139
3,515,077 3,315,524

$ 432,972,147

$ 420,216,911

$ 131,515,568

$ 121,348,095

219,180,632 211,963,425
350,696,200 333,311,520
40,000,000 45,000,000
3,122,902 4,530,209
393,819,102 382,841,729
34,596,102 34,219,712
2,676,466 2,480,074
2,650,877 1,543,264
(770,400) (867,868)
39,153,045 37,375,182

$ 432,972,147

$ 420,216,911




First Pacific Bancorp and Subsidiary
Consolidated Statements of Operations
Years Ended December 31, 2024 and 2023

Interest Income
Interest and fees on loans
Interest on debt securities
Interest on deposits with other financial institutions
Dividends on restricted stock and equity securites
Total interest income

Interest Expense
Interest expense on deposits
Interest expense on borrowings
Total interest expense

Net Interest Income
Provision for Credit Losses
Net Interest Income After Provision for Credit Losses

Noninterest Income
Senice charges on deposit accounts
Increase in cash surrender value of life insurance
Loss on sale of debt securities
Gain on early extinguishment of debt
Gain on sale of loans
Other fees and miscellaneous income
Total noninterest income

Noninterest Expense
Salaries and other employee benefits
Occupancy
Adwertising and marketing
Professional senices
Data processing
Stationary and supplies
Insurance
Supenvisory charges
Other
Total noninterest expense

Income (loss) before provision for income taxes
Provision for income tax expense (benefit)

Net income (loss)

Earnings (loss) per share basic
Earnings (loss) per share diluted

See Notes to Consolidated Financial Statements

2024 2023
$ 18,987,681  $ 16,705,212
2,042,246 2,279,349
1,556,509 763,782
296,961 237,045
22,883,397 19,985,388
7,001,082 4,744,486
1,808,614 2,440,727
8,809,696 7,185,213
14,073,701 12,800,175

- 905,966

14,073,701 11,894,209
151,818 172,326
117,217 111,086

- (14,982)

198,450 123,077
15,335 99,785
322,408 428,775
805,228 920,067
8,500,224 8,558,604
1,364,760 1,443,225
58,138 49,742
446,073 518,913
1,076,128 955,455
71,717 89,192
138,870 156,487
433,199 442,812
1,248,253 939,027
13,337,362 13,153,457
1,541,567 (339,181)
433,954 (175,262)

$ 1,107,613 $  (163,919)
$ 026  $ (0.04)
$ 026  $ (0.04)



First Pacific Bancorp and Subsidiary
Consolidated Statements of Comprehensive Income
Years Ended December 31, 2024 and 2023

2024 2023
Net Income (Loss) $ 1,107,613 $ (163,919)
Other Comprehensive Income (Loss)

Unrealized gains (losses) on securities available for sale
Change in unrealized gain (loss) 139,240 191,843
Reclassification of loss recognized in income - 14,982
139,240 206,825

Related income tax effect

Change in unrealized gain (loss) (41,772) (57,553)
Reclassification of loss recognized in income - (4,495)
(41,772) (62,048)
Total other comprehensive income (loss) 97,468 144,777
Total comprehensive income (loss) $ 1,205,081 $ (19,142)

See Notes to Consolidated Financial Statements 5



First Pacific Bancorp and Subsidiary
Consolidated Statements of Shareholders’ Equity
Years Ended December 31, 2024 and 2023

Balance, December 31, 2022

Cumulative change in accounting principle (Note 1)
Issuance of common stock

Net loss

Stock-based compensation expense

Other comprehensive income, net of tax

Balance, December 31, 2023
Vesting of restricted stock units (RSUs)
Repurchase of shares to cover vested RSU tax liability
Net income

Stock-based compensation expense
Other comprehensive income, net of tax

Balance, December 31, 2024

See Notes to Consolidated Financial Statements

Accumulated

Common Stock Additional Other Total
Shares Paid-In Retained Comprehensive Shareholders’
QOutstanding Amount Capital Earnings Income (Loss) Equity

3,776,622 $30,511,315 $1,770,901 $1,881,483 $ (1,012,645) $33,151,054
. - - (174,300) - (174,300)

455,219 3,708,397 - - - 3,708,397
- - - (163,919) - (163,919)

- - 709,173 - - 709,173

- - - - 144,777 144,777

4,231,841 34,219,712 2,480,074 1,543,264 (867,868) 37,375,182

85,333 512,798 (512,798) - - -
(22,674) (136,408) - - - (136,408)

- - - 1,107,613 - 1,107,613

- - 709,190 - - 709,190

- - - - 97,468 97,468

4,294,500 $34,596,102 $2,676,466 $2,650,877 $ (770,400) $39,153,045




First Pacific Bancorp and Subsidiary
Consolidated Statements of Cash Flows
Years Ended December 31, 2024 and 2023

2024 2023
Operating Activities
Net income (loss) $ 1,107,613 $  (163,919)
Adjustments to reconcile net income (loss) to net cash
provided by operating activities
Net amortizations of premiums and discounts on securities 660,942 694,318
Depreciation and amortization 391,964 397,141
Provision for credit losses - 905,966
Stock-based compensation expense 709,190 709,173
Loss on sale of debt securities - 14,982
Gain on early extinguishment of debt (198,450) (123,077)
Gain on sale of loans (15,335) (99,785)
Change in deferred income taxes 92,000 (184,000)
Increase in cash surrender value of life insurance (117,217) (111,086)
Change in other assets and liabilities (965,830) 304,553
Net Cash Provided by Operating Activities 1,664,877 2,344,266
Investing Activities
Principal paydowns on debt securities 6,960,585 6,587,819
Proceeds on sale of debt securities - 116,044
Change in FHLB and FRB stock (161,700) (381,050)
Net increase in loans (2,170,339) (70,096,701)
Purchase of premises and equipment (109,369) (566,530)
Net Cash Provided by (Used in) Investing Activities 4,519,177 (64,340,418)
Financing Activities
Increase in deposits 17,384,680 68,459,397
Net increase (decrease) in borrowings 5,000,000 (15,000,000)
Early retirement of term borrowings (9,801,550) (4,876,923)
Issuance of common stock - 3,708,397
Repurchase of common stock (136,408) -
Net Cash Provided by Financing Activities 12,446,722 52,290,871
Net Increase (Decrease) in Cash and Cash Equivalents 18,630,776 (9,705,281)
Cash and Cash Equivalents, Beginning of Year 22,368,149 32,073,430
Cash and Cash Equivalents, End of Year $ 40,998,925 $ 22,368,149
Supplemental Disclosure of Cash Flow Information
Interest paid $ 8,724,603 $ 7,124,113
Taxes paid (refunded) 388,787 (239,812)
Lease liabilities arising from obtaining right-of-use assets - 775,428

See Notes to Consolidated Financial Statements



First Pacific Bancorp and Subsidiary
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

Note 1- Significant Accounting Policies
Nature of Operations

The Company consists of First Pacific Bancorp ("Bancorp") and its wholly owned subsidiary First Pacific Bank (the
"Bank"). First Pacific Bancorp (formerly known as Friendly Hills Bancorp) was formed in 2021 as a one-bank
holding company. Bancorp and the Bank are collectively referred to herein as the Company. First Pacific Bank
(formerly Friendly Hills Bank) was incorporated in the State of California, commenced operations on September
18, 2006, and is organized as a single operating segment. The Bank operates full-service branches in Whittier,
Santa Fe Springs, Orange, Redlands and San Diego, California. Its principal source of revenue is providing loans to
customers, who are predominately small and middle-market businesses and individuals located primarily in the
Los Angeles, Orange, San Bernardino and San Diego County areas of California.

Basis of Presentation and Consolidation

The accompanying consolidated financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) and general practices within the banking industry.
The consolidated financial statements of the Company include the accounts of First Pacific Bancorp and its
wholly owned subsidiary First Pacific Bank. All significant intercompany balances and transactions have been
eliminated in consolidation.

Subsequent Events

The Company has evaluated subsequent events for recognition and disclosure through April 25, 2025, which is
the date the financial statements were available to be issued.

Use of Estimates

In preparing financial statements in conformity with generally accepted accounting principles, management is
required to make estimates and assumptions that affect the reported amounts of assets and liabilities as of the
date of the balance sheet and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. Material estimates that are particularly susceptible to
significant changes in the near term relate to the determination of the allowance for credit losses.

Cash and Cash Equivalents

For the purposes of the consolidated statements of cash flows, cash and cash equivalents include cash and
balances due from banks and federal funds sold, all of which have original maturities of 90 days or less.

Balances in transaction accounts at other financial institutions may exceed amounts covered by federal deposit
insurance. Management regularly evaluates the credit risk associated with other financial institutions and believes
that the Company is not exposed to any significant credit risks on cash and cash equivalents.



First Pacific Bancorp and Subsidiary
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

Debt Securities

The Company classifies its debt securities as available for sale or held to maturity. Securities classified as
available for sale are recorded at fair value, with unrealized gains and losses excluded from earnings and
reported in comprehensive income. Securities, which the Company has the positive intent and ability to hold to
maturity, are classified as held to maturity and are carried at amortized cost. Equity securities are carried at fair
value, with changes in fair value reported in net income.

Purchase premiums and discounts are recognized in interest income using the interest method over the terms of
the securities. Gains and losses on the sale of securities are recorded on the trade date and are determined
using the specific identification method. Purchases are accounted for on the trade date.

Allowance for Credit Losses (ACL) — Held-to-Maturity Securities

An ACL is established for losses on held-to-maturity debt securities at the time of purchase or designation, and is
updated each period to reflect management’s expectations of current expected credit losses as of the date of
the consolidated balance sheets. The ACL is estimated collectively for groups of debt securities with similar risk
characteristics, and is determined at the individual security level when the Company deems a security to no
longer possess shared risk characteristics. Accrued interest receivable in the amount of $299,924 and $309,192
as of December 31, 2024 and 2023 respectively, on held-to-maturity debt securities is excluded from the
estimate of credit losses. For debt securities where the Company has reason to believe the credit loss exposure
is remote, a zero credit loss assumption is applied. Changes in the ACL on held-to-maturity debt securities are
recorded as a provision for credit losses in the consolidated statements of operations. Losses are charged
against the ACL when management believes the uncollectibility of a held-to-maturity debt security is confirmed.

Allowance for Credit Losses — Available-for-Sale Securities

For available-for-sale debt securities, the Company evaluates, on an individual basis, whether a decline in fair
value below the amortized cost basis has resulted from a credit loss or other factors. The portion of the decline
attributable to credit losses is recognized through an ACL, and changes in the ACL on available-for-sale debt
securities are recorded as a provision for credit losses in the consolidated statements of operations. The portion
of decline in fair value below the amortized cost basis not attributable to credit is recognized through other
comprehensive income (loss), net of applicable taxes.

Equity Securities

Equity securities include investments in bankers’ bank and other stock without readily determinable fair values.
These securities are carried at cost, minus impairment, if any, plus or minus changes resulting from observable
price changes in orderly transactions for the identical or similar investment. Equity securities without readily
determinable fair values are carried at cost, minus impairment, if any, plus or minus changes resulting from
observable price changes in orderly transactions for the identical or similar investment.



First Pacific Bancorp and Subsidiary
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

Loans

The Company grants real estate, commercial and industrial and consumer loans to borrowing customers. A
substantial portion of the loan portfolio is represented by real estate loans in the Southern California region. The
ability of the Company's borrowers to honor their contracts is dependent upon many factors, including the real
estate market and general economic conditions in the Company's area.

Loans receivable that management has the intent and ability to hold for the foreseeable future or until maturity
or pay-off are reported at their outstanding unpaid principal balances reduced by any charge-offs or specific
valuation allowances and net of 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. Amortization of deferred loan fees is discontinued
when a loan is placed on nonaccrual status.

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 collectability. When loans are
placed on nonaccrual status, all interest previously accrued but not collected is reversed against current period
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. Accrued interest receivable on loans
totaling $777,234 and $910,480 as of December 31, 2024 and 2023, respectively, is excluded from the estimate
of credit losses.

Allowance for Credit Losses

The ACL for loans is a valuation account that is deducted from the loan’s amortized cost basis to present the net
amount expected to be collected on the loans. Loans are charged-off against the allowance when management
believes the recorded loan balance is confirmed as uncollectible. Expected recoveries do not exceed the
aggregate of amounts previously charged-off and expected to be charged-off.

Management estimates the allowance balance using relevant information for each loan segment, from internal
and external sources, relating to past events, current conditions, and reasonable and supportable forecasts. The
ACL for loans is measured on a collective (pool) basis when similar risk characteristics exist. Historical credit loss
experience since the year 2000, for a group of peer institutions of similar size and geographic location, provides
the basis for the estimation of expected credit losses. Adjustments to historical loss information are made for
the effects of qualitative or environmental factors that are likely to cause estimated credit losses as of the
evaluation date to differ from the portfolio segment's historical loss experience. Qualitative factors include
consideration of the following: changes in lending policies and procedures; changes in economic conditions,
changes in the nature and volume of the portfolio; changes in the experience, ability and depth of lending
management and other relevant staff; changes in the volume and severity of past due, nonaccrual and other
adversely graded loans; changes in the loan review system; changes in the value of the underlying collateral for
collateral-dependent loans; concentrations of credit and the effect of other external factors such as competition
and legal and regulatory requirements.

10



First Pacific Bancorp and Subsidiary
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

Historical credit loss experience is further adjusted by a forecast element for a period of 12 months using a
regression analysis and the Federal Reserve Bank’s forecast of Gross National Product. The loss rate reverts back
to the historical rate at the end of the 12 month forecast period.

A loan is considered to be collateral dependent when 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 Company determines that the loss represented by
the specific reserve is uncollectible it records a charge-off for the uncollectible portion.

Portfolio segments identified by the Company include real estate, commercial and industrial, and consumer
loans. Relevant risk characteristics for these portfolio segments generally include debt service coverage, loan-to-
value ratios and financial performance on non-consumer loans and credit scores, debt-to income, collateral
type, and loan-to-value ratios for consumer loans.

Allowance for Credit Losses (ACL) — Off-Balance Sheet Credit Exposures

The Company also maintains a separate allowance for off-balance sheet credit exposures. Beginning January 1,
2024, management estimates anticipated losses using expected loss factors consistent with those used for the
ACL methodology for loans described above, and utilization assumptions based on historical experience.
Provision for credit losses for off-balance sheet credit exposures is included in provision for credit losses in the
consolidated statements of operations and added to the allowance for off-balance sheet credit exposures, which
is included in accrued interest payable and other liabilities in the consolidated balance sheets.

Loan Modifications

Prior to the adoption of ASU 2022-02 on January 1, 2023, a loan was classified as a TDR when the Company
granted a concession to a borrower experiencing financial difficulties that it otherwise would not consider under
its normal lending policies under ASC Subtopic 310-40, Troubled Debt Restructurings by Creditors. Upon the
adoption of ASU 2022-02, the Company applied the general loan modification guidance provided in ASC 310-20
to all loan modifications, including modifications made for borrowers experiencing financial difficulty.

The Company 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
of the above. Since adoption of ASU 2022-02 on January 1, 2023, the Company did not have any loan
modifications under ASU 2022-02. At December 31, 2024, the Company did not have any loans that had been
modified and classified as TDRs under previous GAAP.

11



First Pacific Bancorp and Subsidiary
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when control over the assets has been surrendered.
Control over transferred assets is deemed to be surrendered when (1) the assets have been isolated from the
Company, 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 Company does not maintain effective control over
the transferred assets.

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 seven
years for furniture and 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 betterments or major repairs are capitalized and those for ordinary repairs and maintenance are charged to
operations as incurred.

Leases

The Company determines if an arrangement contains a lease at contract inception and recognizes 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 Company 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 Company’s incremental
borrowing rate and other information available at lease commencement. Leases with an initial term of 12
months or less are not recorded in the consolidated balance sheet. Lease expense is recognized on a straight-
line basis over the lease term. The Company has elected to account for lease agreements with lease and non-
lease components as a single lease component.

Restricted Stock

The Bank is a member of the Federal Home Loan Bank ("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. In
addition, the Bank is a member of its regional Federal Reserve Bank ("FRB"). FHLB and FRB stock are 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.

Bank Owned Life Insurance
The Company has purchased life insurance on certain key executives. Bank owned life insurance is recorded at

the amount that can be realized under the insurance contracts at the balance sheet date, which is the cash
surrender value adjusted for other charges or other amounts due that are probable at settlement.
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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 the 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.

Advertising Costs
The Company expenses the costs of advertising in the period incurred.
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 acquiree, over the fair value of the net assets acquired and liabilities
assumed as of the acquisition date. Goodwill resulting from acquisitions is not amortized but tested for
impairment at least annually. Goodwill amounted to $977,938 as of December 31, 2024 and 2023. There was no
impairment recognized on goodwill during 2024 or 2023.

Other intangible assets consist of core deposit intangible ("CDI") assets arising from the acquisition of deposits.
CDI assets are amortized on an accelerated method over their estimated useful life of approximately 10 years.
CDI of $443,000 was recognized in a 2021 branch acquisition. The unamortized balance as of December 31, 2024
and 2023 was $245,425 and $299,139, respectively. CDI amortization expense was $53,714 and $59,883 in 2024
and 2023, respectively. Estimated CDI amortization expense for the next 5 years and thereafter, is as follows:

Year Ending December 31, Amount

2025 $ 48,226
2026 43,339
2027 38,983
2028 35,097
2029 31,628
Thereatfter 48,152
Total $ 245,425
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Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial statements and consist of
taxes currently due plus deferred taxes related primarily to differences between the basis of property and
equipment, intangible assets, and accrued expenses for financial and income tax reporting. The deferred tax
assets and liabilities represent the future tax return consequences of those differences, which will either be
taxable or deductible when the assets and liabilities are recovered or settled. Deferred tax assets are reduced by
a valuation allowance when, in the opinion of management, it is more likely than not that some portion or all of
the deferred tax assets will not be realized.

The Company evaluates its tax positions that have been taken or are expected to be taken on income tax returns
to determine if an accrual is necessary for uncertain tax positions. As of December 31, 2024, and 2023, the
unrecognized tax benefit accrual was zero. The Company will recognize future accrued interest and penalties
related to unrecognized tax benefits in income tax expense if incurred.

Financial Instruments

In the ordinary course of business, the Company has entered into off balance sheet financial instruments
consisting of commitments to extend credit and standby letters of credit as described in Note 12. Such financial
instruments are recorded in the financial statements when they are funded or related fees are incurred or
received.

Earnings Per Share (EPS)

The basic earnings per share ratio excludes dilution and is computed by dividing income available to common
shareholders by the weighted-average number of common shares outstanding for the period. Diluted earnings
per share reflects the potential dilution that could occur if securities or other contracts to issue common stock
were exercised or converted into common stock or resulted in the issuance of common stock that then shared in
the earnings of the entity. For the years ended December 31, 2024 and 2023 weighted average shares
outstanding used in the computation of basic EPS were 4,286,945 and 3,992,738 in 2024 and 2023, respectively.
At December 31, 2024, there were 323,417 potentially dilutive shares outstanding that were not included as the
impact would be anti-dilutive. In 2023, the Company reported an operating loss; therefore potentially dilutive
securities were not considered as the impact would be anti-dilutive.

Stock-Based Compensation

Stock-based compensation expense reflects the fair value of stock-based awards measured at the grant date and
recognized over the relevant vesting period. A Black-Scholes option valuation model is utilized to estimate the fair
value of stock options granted, while the market price of the Company’s common stock at the date of grant is
used for restricted stock unit awards.

Compensation cost is recognized over the requisite service period and adjusted to reflect forfeitures as they occur
and for awards with performance conditions changes in the probability that the performance condition will be
met. If the grantee of performance condition award does not earn the award, the Company reverses any
compensation cost previously recognized during the requisite service period.
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Comprehensive Income (Loss)

Comprehensive income (loss) is reported in addition to net income for all periods presented. Comprehensive
income (loss) is a more inclusive financial reporting methodology that includes disclosure of other
comprehensive income or loss that historically has not been recognized in the calculation of net income.
Unrealized gains and losses on the Company's debt securities available for sale are included in other
comprehensive income, adjusted for realized gains or losses included in net income. Total comprehensive
income or loss and the components of accumulated other comprehensive income or loss are presented in the
statement of changes in shareholders' equity and comprehensive income (loss).

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 Company 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 Company 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 Company satisfies a performance obligation. The Company 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 Company 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 Company 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. The following is a discussion of key revenues within the scope of the new revenue guidance.

Service Charges and Fees on Deposit Accounts
The Company 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.

Interchange Fees
Interchange fees represent fees earned when a debit card issued by the Company is used. The Company
earns interchange fees from debit cardholder transactions through a payment network. Interchange
fees from cardholder transactions represent a percentage of the underlying transaction value and are
recognized daily, concurrently with the transaction processing services provided to the cardholder. The
performance obligation is satisfied, and the fees are earned when the cost of the transaction is charged
to the card. Certain expenses directly associated with the debit card are recorded on a net basis with the
fee income.
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Fair Value Measurements

Fair value is the exchange price that would be received for an asset or paid to transfer 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 and minimize the use of unobservable inputs when
measuring fair value. The guidance describes three levels of input that may be used to measure fair value:

The following provides a summary of the hierarchical levels used to measure fair value:

Level 1 - Quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability
to access at the measurement date.

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 an entity's own assumptions about the factors that market
participants would use in pricing an asset or liability.

See Note 10 for more information and disclosures relating to the Company's fair value measurements.
Adoption of Accounting Standards

Effective January 1, 2023, the Company adopted Accounting Standard Update (“ASU”) 2016-13, Measurement of
Credit Losses on Financial Instruments (Topic 326), as amended, which replaces the incurred loss methodology
with an expected loss methodology referred to as current expected credit losses (“CECL”). The measurement of
expected losses under the CECL methodology is applicable to financial assets measured at amortized cost,
including loans, held-to-maturity (HTM) debt securities and off-balance sheet credit exposures. In addition,
Topic 326 made changes to the accounting for available-for-sale debt securities including the requirement to
present credit losses as an allowance rather than a write-down on available-for-sale debt securities that
management does not intend to sell or believes it is more likely than not they will be required to sell. The
Company elected to account for accrued interest receivable separately from the amortized cost of loans and
investment securities.

The Company adopted ASU 2016-13 using the modified retrospective transition approach, and recorded a net
decrease of $174,300 to the beginning balance of retained earnings as of January 1, 2023 for the cumulative
effect adjustment, reflecting an initial adjustment to the allowance for credit losses (“ACL”) of $249,000 which
included a $236,000 increase in the ACL for loans, a $7,000 decrease in reserve for unfunded commitments, and
a $20,000 increase in the reserve for HTM debt securities, net of related deferred tax assets arising from
temporary differences of $74,700, commonly referred to as the “Day 1” adjustment. This Day 1 adjustment
reflects the development of the CECL models to estimate lifetime expected credit losses on the loans held for
investment and unfunded commitments primarily using a lifetime loss methodology and management’s current
expectation of future economic conditions. Results for reporting periods beginning after January 1, 2023 are
presented under CECL while prior period amounts continue to be reported in accordance with the probable
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incurred loss accounting standards. As permitted under ASC 326, the Company elected to maintain the same
loan segments that it previously identified prior to adoption of CECL.

At adoption of CECL and continuing through December 31, 2024, the Company did not record an ACL on
available-for-sale debt securities as these are primarily debt securities explicitly or implicitly backed by the U.S.
government or state and local governments, or other investment grade corporate securities and historically
have had no credit loss experience. Refer to Note 2, Debt Securities, for more information.

Concurrent with the adoption of ASU 2016-13, the Company adopted ASU 2022-02, Financial Instruments—
Credit Losses Troubled Debt Restructurings (“TDR”) and Vintage Disclosures (Topic 326), which eliminated TDR
accounting prospectively for all loan modifications occurring on or after January 1, 2023 and added additional
disclosure requirements for current period gross charge-offs by year of origination. It also prescribes guidance
for reporting modifications for certain loan refinancings, and restructurings made to borrowers experiencing
financial difficulty.

Effective January 1, 2024, the Company adopted Accounting Standards Update ASU 2023-07, Segment Reporting
Improvements to Reportable Segment Disclosures (Topic 280). The ASU requires that public entities (including
those with a single reportable segment) make all existing segment disclosures required by Topic 280 Segment
Reporting on both an annual and interim basis. The ASU does not change how a public entity determines its
reportable segments. Adoption of the amendments of the ASU did not impact any of the amounts presented in
the basic financial statements. All financial service operations are considered by management to be aggregated
in one reportable operating segment.
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Note 2 - Debt Securities

Debt securities have been classified in the consolidated balance sheets according to management’s intent. The
amortized cost and fair value of securities, with gross unrealized gains and losses, and related allowance for
credit losses, on December 31, 2024, follows:

Gross Gross Allowance
Amortized Unrealized Unrealized Fair for Credit
December 31, 2024 Cost Gains Losses Value Losses
Securities Available for Sale (AFS)
CMO securities $ 2,115,612 $ - $ (260,777) $ 1,854,835 $ -
Mortgage-backed securities 11,951 - (764) 11,187 -
Total $ 2,127,563 $ - $ (261,541) $ 1,866,022 $ -
Securities Held to Maturity (HTM)
CMO securities $ 47,720,162 $ - $ (8,366,670) $39,353,492 $ -
Corporate securities 10,090,918 - (865,007) 9,225,911 (8,415)
Mortgage-backed securities 30,756,124 - (6,540,655) 24,215,469 -
Municipal securities 8,250,276 - (1,186,453) 7,063,823 (1,993)
SBA securities 3,440,080 - (602,480) 2,837,600 -
Total $100,257,560 $ - $(17,561,265) $82,696,295 $(10,408)
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The amortized cost and fair value of securities, with gross unrealized gains and losses, on December 31, 2023,
follows:

Gross Gross Allowance
Amortized Unrealized Unrealized Fair for Credit
December 31, 2023 Cost Gains Losses Value Losses
Securities Available for Sale (AFS)
CMO securities $ 2,491,121 $ - $ (235,280) $ 2,255,841 $ -
Corporate securities 3,000,000 - (15,724) 2,984,276 -
Mortgage-backed securities 18,655 - (1,723) 16,932 -
Total $ 5,509,776 $ - $  (252,727) $ 5,257,049 $ -
Securities Held to Maturity (HTM)
CMO securities $ 49,105,204 $ - $ (8,079,506) $41,025,698 $ -
Corporate securities 10,174,647 - (1,120,749) 9,053,898 (13,224)
Mortgage-backed securities 33,083,522 - (5,752,548) 27,330,974 -
Municipal securities 8,327,941 - (1,083,871) 7,244,070 (2,871)
SBA securities 3,667,914 - (603,054) 3,064,860 -
Total $104,359,228 $ - $(16,639,728) $87,719,500 $ (16,095)

The amortized cost and fair value of debt securities by contractual maturity on December 31, 2024, follows
below, expected maturities and principal reductions may differ from contractual maturities for mortgage-backed
securities:

Available for Sale Held to Maturity

Amortized Fair Amortized Fair

Cost Value Cost Value
Due in one year or less $ - $ - $ - $ -
Due from one to five years 52,208 50,352 18,480,096 16,907,605
Due from five to ten years 114,793 110,141 21,066,377 17,703,940
Due after ten years 831,327 743,768 7,146,935 6,171,838
Due after twenty years 1,129,235 961,761 53,564,152 41,912,912

$2,127,563 $1,866,022 $ 100,257,560 $82,696,295

The Company pledged investment securities with a carrying value of approximately $100.3 million as of
December 31, 2024 to secure borrowing arrangements with the FHLB and FRB.
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Allowance for Credit Losses — Available-for-Sale and Held-to-Maturity Securities

On December 31, 2024, seventeen AFS debt securities with fair values totaling $1.9 million had net unrealized
losses totaling $262,000, or $183,000 net of tax included in accumulated other comprehensive losses. All these
AFS debt securities had been in an unrealized loss position greater than 12 months as of December 31, 2024,
and these same securities were in an unrealized loss position for the substantial majority of the year ended
December 31, 2023, as well, due to rising interest rates that began in early 2022. For AFS debt securities with
unrealized losses, management considered the financial condition of the issuer and the Company’s intent and
ability to retain the investment for a period of time sufficient to allow for any anticipated recovery in fair value.
Our available-for-sale debt securities consisted of U.S. government and government sponsored enterprise
securities and investment grade corporate securities. As such, the Company applied a zero-credit loss
assumption for these securities and no provision for credit losses was recorded for available-for-sale debt
securities during the years ended December 31, 2024 and 2023.

On December 31, 2024, forty-three HTM debt securities with fair values totaling $82.7 million had unrealized
losses totaling $17.6 million. On December 31, 2024, there were no HTM securities that were past due and no
nonaccrual HTM securities. The Company has the intent and ability to hold the securities classified as HTM until
they mature, at which time the Company will receive full value for the securities. On December 31, 2024, 80%
of fair values of HTM debt securities were issued by U.S. government or government sponsored enterprises; the
remaining balance of HTM securities are corporate securities rated BBB+/A1 or better by rating agencies and
municipal securities rated AA-/Aa2 or better by rating agencies.

The Company maintains an allowance for credit losses on these securities, which is deducted from the
amortized cost basis to present the net carrying value on the balance sheets. The allowance is estimated using a
collective assessment approach for securities with similar risk characteristics and considers specific bond ratings
and S&P default rates.

On January 1, 2023, the Company recorded an allowance for credit losses on HTM securities of $20,000 when
adopting ASC 326. The following table presents the activity in the allowance for credit losses on HTM debt
securities for the years ended December 31, 2024 and 2023:

2024 2023
Balance at the beginning of period $ 16,095 $ -
Impact of adopting ASC 326 - 20,000
Provision (benefit) for credit losses (5,687) (3,905)
Balance at end of period $ 10,408 $ 16,095

The Company did not sell any securities in 2024. In 2023, the Company sold a portion of a corporate
subordinated debt security classified as held to maturity with proceeds of $116,044 and a recognized loss of
$14,982. The partial sale of this security was to cure an inadvertent violation of a federal regulation that limits
the size of individual security holdings to 10% of the Bank’s capital and surplus. Pursuant to the provisions of
ASC 320-10-25-9 this partial sale was an allowable sale of securities held to maturity and did not require the
Company to transfer the remainder of its held to maturity securities to available for sale.
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Note 3- Loans and Allowance for Credit Losses

Loans consist of the following on December 31:

2024 2023
Real estate $210,850,017 $ 220,366,826
Commercial and industrial 66,858,568 53,938,659
Consumer 70,150 865,827
277,778,735 275,171,312
Allowance for credit losses (3,179,637) (3,109,975)
Deferred loan costs (fees), net (394,650) 27,099

Net Loans $ 274,204,448

$ 272,088,436

The following table presents the activity in the allowance for credit losses for the year ended December 31,

2024:
Commercial
and
December 31, 2024 Real Estate Industrial Consumer Total

Allowance for Credit Losses

Beginning of Year $ 2,060,017 $ 1,040,005 $ 9,953 $ 3,109,975

Provision for credit losses 322,836 (245,770) (7,404) 69,662

Charge-offs - - - -

Recoweries - - - -
End of Year $ 2,382,853 $ 794,235 $ 2,549 $ 3,179,637

The following table presents the activity in the allowance for credit losses for the year ended December 31,

2023:
Commercial
and
December 31, 2023 Real Estate Industrial Consumer Total

Allowance for Credit Losses

Beginning of Year $ 1,561,338 $ 436,296 $ 2,387 $ 2,000,021

Adoption of ASU 2016-13 280,051 (43,116) (935) 236,000

Provision for credit losses 218,628 646,825 8,501 873,954

Charge-offs - - - -

Recoweries - - - -
End of Year $ 2,060,017 $ 1,040,005 $ 9,953 $ 3,109,975
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In addition to the ACL on loans, the Company has established an ACL on off-balance sheet exposures at
December 31, 2024 and 2023. The following table presents the activity in the ACL on off-balance sheet
exposures for the years then ended:

2024 2023
Balance at beginning of period $ 73,315 $ 44,398
Impact of adopting ASC 326 - (7,000)
Provision (benefit) for credit losses (63,975) 35,917
Balance at end of period $ 9,340 $ 73,315

The Company 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 Company 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 Company uses the following definitions for risk ratings on loans:

Pass - Loans considered as pass meet all of the Company's underwriting criteria and are categorized into four
different risk categories based on the level of protection provided to the Company by the paying capacity of the
borrower and the value and marketability of the collateral.

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 pledge, 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.
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The risk category of loans by type of loan and year of origination as of December 31, 2024 and 2023 follows:

Real Estate
Pass
Construction
1-4 family
Commercial real estate
Substandard
Commercial real estate
Subtotal
Commercial & Industrial
Pass
Substandard
Subtotal
Consumer
Pass

Total loans
Pass
Substandard
Total loans

Current year gross
charge-offs

Real Estate
Pass
Construction
1-4 family

Commercial real estate

Substandard

Rewolving
Loans
Term Loans Amortized Cost by Origination Year Amortized
2024 2023 2022 2021 Prior Cost Basis Total

$ 1,645,064 $ 9,641,283 $11,927,669 $ - 8 - $ - $ 23,214,016
7,756,227 18,223,651 18,809,097 3,697,146 10,051,371 - 58,537,492
15,444,888 26,412,692 42,979,567 - 41,967,275 - 126,804,422
1,610,445 400,000 283,642 - 2,294,087
24,846,179 54,277,626 75,326,778 4,097,146 52,302,288 - 210,850,017
14,768,996 32,604,854 16,302,760 39,598 1,635,713 - 65,351,921
99,993 295,092 611,563 500,000 - 1,506,648
14,768,996 32,704,847 16,597,852 651,161 2,135,713 - 66,858,569
17,667 20,341 6,775 20,719 4,647 - 70,149
39,632,842 86,902,821 90,025,868 3,757,463 53,659,006 - 273,978,000
- 99,993 1,905,537 1,011,563 783,642 - 3,800,735

$39,632,842

$ 87,002,814 $ 91,931,405

$ 4,769,026  $54,442,648 $

- $277,778,735

Commercial real estate -

Subtotal
Commercial & Industrial
Pass

Substandard
Subtotal

Consumer

Pass
Total loans

Pass

Substandard

Total loans

Current year gross
charge-offs

$ - 3 - 3 - 3 - 3 $ - $ -
Rewolving
Loans
Term Loans Amortized Cost by Origination Year Amortized
2023 2022 2021 Prior Cost Basis Total

$ 4,579,368 $ 22,491,381 $ - $ - $ - $ 27,070,749
24,246,382 16,600,924 3,650,033 9,999,696 12,070,129 66,567,164
29,311,060 48,234,649 1,960,373 45,912,824 - 125,418,906
1,003,596 - 306,411 - 1,310,007
58,136,810 88,330,550 5,610,406 56,218,931 12,070,129 220,366,826
30,456,726 20,430,973 88,139 1,654,942 - 52,630,780
- 60,749 747,130 500,000 - 1,307,879
30,456,726 20,491,722 835,269 2,154,942 - 53,938,659
24,939 809,370 30,728 790 - 865,827
88,618,475 108,567,297 5,729,273 57,568,252 12,070,129 272,553,426
- 1,064,345 747,130 806,411 2,617,886
$88,618,475 $ 109,631,642 $ 6,476,403 $58,374,663 $12,070,129 $275,171,312
$ - $ - $ - 3 - 3 - 3 -

23



First Pacific Bancorp and Subsidiary
Notes to Consolidated Financial Statements
December 31, 2024 and 2023

The following table summarizes the payment status of the loan portfolio as of December 31, 2024 and 2023:

30-89 90 Days
Days or More Not
December 31, 2024 Past Due Past Due Past Due Total Nonaccrual
Real estate
Construction $ - 0% - % 23,214,016 $ 23,214,016 $ -
1-4 family - - 58,537,492 58,537,492 -
Commercial real estate - - 129,098,509 129,098,509 672,154
Commercial and industrial 500,843 - 66,357,725 66,858,568
Consumer - - 70,150 70,150 -
$500,843 $ - $ 277,277,892 $277,778,735 $ 672,154
30-89 90 Days
Days or More Not
December 31, 2023 Past Due Past Due Past Due Total Nonaccrual
Real estate
Construction $ - 0% - % 27,070,749 $ 27,070,749 $ -
1-4 family - - 66,567,164 66,567,164 -
Commercial real estate - - 126,728,913 126,728,913 -
Commercial and industrial 555,344 - 53,383,315 53,938,659 60,749
Consumer - - 865,827 865,827 -
$555,344 $ - $ 274,615,968 $275,171,312 $ 60,749

There were no nonaccrual loans for which there was an ACL as of December 31, 2024 or 2023, and no interest
income recognized on nonaccrual loans during the year then ended. There was one collateral dependent loan
for $672,154 as of December 31, 2024 and no collateral dependent loans at December 31, 2023. During 2024,
the Company sold an SBA loan, recognizing a gain of $15,335 on proceeds of $226,353. During 2023, the

Company sold an SBA loan, recognizing a gain of $99,785 on proceeds of $2,591,350.

Note 4 -

Premises and Equipment

Premises and equipment are as follows:

Leasehold improvements
Furniture, fixtures, and equipment

Computers

Accumulated depreciation and amortization

Total depreciation and amortization expense for the years ended December 31, 2024 and 2023, was $338,249

and $337,257, respectively.

2024 2023

$ 1,031,513 $ 1,022,554
791,771 726,769
2,022,221 1,986,814
3,845,505 3,736,137
(3,130,410) (2,792,161)

$ 715,095 $ 943,976
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Note 5- Leases

The Company has entered into leases for all of its branch locations. The leases expire at various dates through
March of 2029. These leases also include provisions for periodic rent increases as well as payment by the lessee
of certain operating expenses. 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.

Lease liabilities are included in accrued interest payable and other liabilities on the consolidated balance sheet.
Balance sheet and other information relating to leases at December 31, 2024 and 2023 is shown below.

2024 2023
Operating Lease Right-of-Use Assets $ 613,869 $ 1,324,696
Operating Lease Liabilities $ 643,338 $ 1,528,889
Weighted-Average Remaining Lease Term, in Years 2.95 2.44
Weighted-Average Discount Rate 5.14% 5.14%

The following table represents lease costs and other lease information for the years ended December 31, 2024
and 2023:

2024 2023
Operating lease cost $ 767,210 $ 785,612
Common area maintenance and other lease costs 82,632 133,972
Total lease costs $ 849,842 $ 919,584

The Company subleases space in one branch location and recognized rental income of $160,817 and $212,074 in
December 31, 2024 and 2023 respectively. The lease and related sublease terminated in 2024.

Other Information
Cash Paid for Amounts Included in Measurement of Lease Liabilities $ 941,585 $ 924,665

Right-of-Use Assets Obtained in Exchange for Lease Obligations $ - $ 775,428
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Maturities of lease liabilities for periods indicated:

Year Ending
2025 $ 334,380
2026 107,680
2027 110,910
2028 114,238
2029 29,201
Total lease payments 696,409
Less imputed interest (53,071)
Present value of net future minimum lease payments $ 643,338

Note 6 - Deposits

Interest-bearing and noninterest-bearing deposits consist of the following:

2024 2023

NOW accounts $ 28,454,639 $ 34,716,150
Savings and money market 146,423,126 139,011,862
Time certificate of deposit accounts under $250,000 35,717,874 34,174,511
Time certificate of deposit accounts $250,000 and over 8,584,993 4,060,902
Total interest-bearing deposits 219,180,632 211,963,425
Total noninterest-bearing deposits 131,515,568 121,348,095
Total deposits $ 350,696,200 $ 333,311,520

As of December 31, 2024 and 2023, all noninterest-bearing deposits are demand deposits. The maturity of time
certificates of deposit are as follows:

2024 2023
Within one year $ 30,257,604 $ 6,623,618
One year to three years 11,649,086 29,346,515
Over three years 2,396,177 2,265,280
$ 44,302,867 $ 38,235,413
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Note 7 - Income Taxes

Income tax expense included in the statements of income consist of the following:

2024 2023
Current
Federal $ 215,441 $ 7,138
State 126,513 1,600
341,954 8,738
Deferred taxes 92,000 (184,000)
Total income tax expense (benefit) $ 433,954 $ (175,262)

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 assets recognized in the accompanying consolidated balance sheets at December 31:

2024 2023
Deferred Tax Assets
Accrual to cash $ 227,000 $ 121,000
Allowance for credit losses due to tax limitations 515,000 516,000
Depreciation differences 112,000 145,000
Deferred compensation 117,000 114,000
Net operating loss carryforward - 200,000
Unrealized loss on debt securities 330,000 372,000
Stock-based compensation 355,000 297,000
Other, net 89,000 102,000
1,745,000 1,867,000
Deferred Tax Liabilities
Deferred loan costs 211,000 279,000
Goodwill 166,000 155,000
Other, net 268,000 199,000
645,000 633,000
Net deferred tax assets (liabilities) $ 1,100,000 $ 1,234,000

The Company does not expect the total amount of unrecognized tax benefits to significantly increase or
decrease in the next twelve months.

The Company is subject to federal income tax and franchise tax of the state of California. Income tax returns for

the years ending after December 31, 2020, are open to audit by the federal authorities and for the years ending
after December 31, 2019, are open to audit by California state authorities.
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A comparison of the federal statutory income tax rates to the Company's effective income tax rates at
December 31 follows:

2024 2023
Amount Rate Amount Rate
Statutory Federal tax $324,000 21.0% $ (71,000) -20.9%
State franchise tax, net of Federal benefit 127,000 8.2% (34,000) -10.0%
Bank-owned life insurance (25,000) -1.6% (23,000) -6.8%
Other items, net 7,954 0.6% (47,262) -14.0%
Actual tax expense (benefit) $433,954 28.2% $(175,262) -51.7%

The Company has determined that a valuation allowance is not required as it appears that it is more likely than
not that the deferred tax asset will be realized, based upon an estimate of future taxable income.

Note 8 - Stock-Based Compensation

Under the Bank’s 2017 Equity Incentive Plan (the “2017 Plan”), stock options were granted to eligible employees
and directors, providing for up to 200,000 shares of common stock that could be issued pursuant to awards of
option and restricted stock.

In July 2022, the Company’s shareholders approved, and the Company adopted the 2022 Equity Incentive Plan
(the “2022 Plan”), providing for up to 420,000 shares of common stock that could be issued pursuant to awards
of options and restricted stock. Upon adoption of the 2022 Plan, the 2017 Plan was terminated, however,
options previously granted under the 2017 Plan remained valid in accordance with their terms.

The 2022 Plan provides for granting to eligible participants such incentive awards as the Board of Directors or a
committee established by the Board, in its sole discretion, to administer the Plan may from time to time
approve. The Board has the power to determine the terms of the awards, including the exercise price, the
number of shares subject to each award, the vesting and exercisability of the awards and the form of
consideration payable upon exercise. Stock options expire no later than 10 years from the date of grant. The
2022 Plan provides for accelerated vesting if there is a change in control.

Total stock-based compensation cost was $709,190 and $709,173 in 2024 and 2023, respectively, and related
tax benefits were approximately $198,105 in 2024 and $198,100 in 2023. As of December 31, 2024, there was
$2,067,032 of total unrecognized compensation cost related to the outstanding stock options and restricted
share awards, to be recognized over a weighted-average period of 2.54 years.
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A summary of the status of the Company's stock option plan as of December 31, 2024, and changes during the
year then ended, is presented below:

Weighted-
Average
Weighted- Remaining Aggregate
Awerage Contractual Intrinsic
December 31, 2024 Shares Exercise Price Term Value
Balance, beginning of year 79,750 $ 6.80 0.0 year
Options granted - -
Options exercised - -
Options forfeited - -
Options expired - -
Balance, end of year 79,750 $ 6.80 0.0 year $ -
Options exercisable, end of year 79,750 $ 6.80 0.0 year $ -

A summary of the status of unvested restricted stock units awarded as of December 31, 2024 and changes
during the year then ended is presented below:

2024
Weighted-
Awerage

Unwested Grant Date

Shares Fair Value
Balance, beginning of year 460,000 $ 7.86
Granted 8,000 5.54
Vested (85,333) 8.46
Forfeited or expired (39,000) 7.76
Balance, end of year 343,667 $ 7.67

Of the outstanding unvested restricted stock units at December 31, 2024, 100,000 were granted outside the
Plan and are subject to various performance conditions which the Company has assumed will be achieved for
purposes of recognizing compensation cost and is being recognized ratably over the requisite service period. If
the performance conditions are not achieved by the end of the vesting period (December 31, 2026) the
previously recognized compensation cost will be fully reversed.
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Note 9- Borrowings

At year-end, borrowings were as follows:

2024 2023
Balance at end of year $ 40,000,000 $ 45,000,000
Weighted average interest rate at end of year 4.61% 5.16%
Weighted average interest rate for the year 4.82% 4.92%

Outstanding borrowings on December 31, 2024, from the Federal Home Loan Bank of San Francisco (“FHLB"),
consisted of the following: $15,000,000 at 4.78% with a maturity of January 2, 2025, and $5,000,000 at 4.54%
with a maturity of December 1, 2025. FHLB advances may be secured with eligible collateral consisting of loans
and securities and are subject to FHLB's collateral and underwriting requirements. On December 31, 2024, loans
and securities with a carrying value of $247.0 million were pledged to FHLB. Unused borrowing capacity at FHLB
based on pledged collateral was $127.4 million as of December 31, 2024.

During 2024, the Company retired $10.0 million of term advances recognizing a gain of $198,450 on the early
extinguishment of debt. During 2023, the Company retired $5.0 million of term advances recognizing a gain of
$123,077 on the early extinguishment of debt.

Outstanding borrowings on December 31, 2024, from the Federal Reserve Bank of San Francisco Discount
Window ("FRB"), consisted of the various borrowings with maturities under 30 days totaling $20,000,000, each
of which were at a rate of 4.50%. On December 31, 2024, securities with a carrying value of $54.3 million were
pledged to FRB. Unused borrowing capacity at FRB based on pledged collateral was $22.3 million as of
December 31, 2024.

Furthermore, on December 31, 2024, the Company had unsecured revolving lines of credit with Pacific Coast
Bankers Bank and Zions Bank, providing for Federal fund purchases up to a total of $17,000,000. Borrowings are
payable on demand and interest on outstanding borrowings accrues at rates negotiated at the time of the
borrowing. As of December 31, 2024 and 2023, the Company did not have any outstanding borrowings under
these credit facilities.

Note 10 - Fair Value Measurements

The Company used the following methods and significant assumptions to estimate fair value:

Debt Securities: The fair value of debt securities available for sale are determined by obtaining quoted prices on
nationally recognized 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 the specific securities but rather
relying on the security's relationship to other benchmark quoted securities resulting in a Level 2 classification.
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The following table provides a summary of the financial instruments the Company measures at fair value on a
recurring basis as of December 31, 2024:

Fair Value Measurements Using
December 31, 2024 (Level 1) (Level 2) (Level 3) Total

Assets and liabilities measured

on a recurring basis
Debt securities available for sale $ - $1,866,022 $ - $ 1,866,022

The following table provides a summary of the financial instruments the Company measures at fair value on a
recurring basis as of December 31, 2023:
Fair Value Measurements Using
December 31, 2023 (Lewel 1) (Lewel 2) (Lewel 3) Total

Assets and liabilities measured
on a recurring basis
Debt securities available for sale $ - $5257,049 $ - $ 5,257,049

Note 11 - Fair Value of Financial Statements

The fair value of financial instruments 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 the current interest
rate environment and future expected loss experience, economic conditions, cash flows, and 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.
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The fair value hierarchy level and estimated fair value of significant financial instruments at December 31, 2024
and 2023, are summarized as follows (dollars in thousands):

2024 2023
Fair Value Carrying Fair Carrying Fair
Hierarchy Amount Value Amount Value
Assets
Cash and cash equivalents Level 1 $ 40,999 $ 40,999 $ 22,368 $ 22,368
Debt securities available for sale Lewel 2 2,128 1,866 5,510 5,257
Debt securities held to maturity Lewvel 2 100,258 82,707 104,343 87,703
Loans, net Lewel 3 274,204 271,613 272,088 274,940
Restricted stock and equity securities Lewvel 2 4,290 4,290 4,128 4,128
Liabilities
Deposits Level 2 $350,696  $327,775  $333,312  $315,456
Borrowings Lewvel 2 40,000 39,969 45,000 44,988

Note 12 - Financial Instruments with Off Balance Sheet Risk

The Company is a party to financial instruments with off-balance sheet risk in the normal course of business to
meet the financing needs of its customers. These financial instruments include commitments to extend credit
and standby letters of credit. Those instruments involve, to varying degrees, elements of credit and interest rate
risk in excess of the amount recognized in the accompanying balance sheet.

The Company's exposure to credit losses in the event of nonperformance by the other parties for commitments
to extend credit and standby letters of credit is represented by the contractual amount of these instruments.
The Company uses the same credit policies in making commitments and conditional obligations as it does for on-
balance sheet instruments.

The following is a summary of contractual or notional amounts of off-balance sheet financial instruments that
represent credit risk:
2024 2023

Financial instruments whose contract amounts represent credit risks:
Commitments to extend credit $ 75,527,040 $ 80,556,218

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any
conditions established in the contract. Except for home equity lines of credit, commitments generally have fixed
expiration dates of not more than 12 months and may require payment of a fee. Since many of the
commitments are not expected to be drawn upon, the total commitment amounts may not represent future
cash requirements. The Company evaluates each customer's creditworthiness on a case-by-case basis. The
amount of collateral obtained, if deemed necessary by the Company upon extension of credit, is based on
management's credit evaluation. Collateral held varies but may include marketable investment securities,
accounts receivable, inventory, property, plant and equipment, and real properties.
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Note 13 - Related Party Transactions

In the ordinary course of business, the Company may grant loans to certain officers and directors and the
companies with which they are associated. In the Company's opinion, all loans and loan commitments to such
parties will be made on substantially the same terms including interest rates and collateral, as those prevailing
at the time of comparable transactions with other persons. The Company had no related party loans outstanding
as of December 31, 2024 and 2023 .

Deposits from certain directors, executives, and shareholders and their related interest with which they are
associated held by the Company at December 31, 2024 and 2023, amounted to $8,799,761 and $7,520,611,
respectively.

The Bank’s former Chief Executive Officer and current Board member is a member of the Board of Directors for
the company that provides core data processing services to the Bank.

Note 14 - Regulatory Matters

The Bank is subject to various regulatory capital requirements administered by the federal banking agencies.
Capital adequacy guidelines and prompt corrective action regulations involve quantitative measures of assets,
liabilities and certain off balance sheet items calculated under regulatory accounting practices. Capital amounts
and classifications are also subject to qualitative judgments by regulators. Failure to meet capital requirements
can initiate regulatory action. The net unrealized gain or loss on available for sale securities is not included in
computing regulatory capital. Management believes, as of December 31, 2024 and 2023, that the Bank met all
capital adequacy requirements to which it was subject.

Prompt corrective action regulations provide five classifications: well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized and critically undercapitalized. If adequately capitalized,
regulatory approval is required to accept brokered deposits. If undercapitalized, capital distributions are limited,
as is asset growth and capital restoration plans are required. As of December 31, 2024 and 2023, the most
recent regulatory notifications 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.
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The following table presents actual and required capital ratios for the Bank as of December 31, 2024 and 2023

(dollars in thousands):

To be Well-Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
December 31, 2024
Total capital (to risk-weighted assets) $ 41,273  13.41% $ 24,624 8.0% $ 30,780 10.0%
Tier 1 capital (to risk-weighted assets) 38,074  12.37% 18,468 6.0% 24,624 8.0%
Common Equity Tier 1 Capital
(to Risk-Weighted Assets) 38,074 12.37% 13,851 4.5% 20,007 6.5%
Tier 1 capital (to average assets) 38,074 8.97% 16,981 4.0% 21,226 5.0%
December 31, 2023
Total capital (to risk-weighted assets) $ 39,505 11.98% $ 26,384 8.0% $ 32,980 10.0%
Tier 1 capital (to risk-weighted assets) 36,306 11.01% 19,788 6.0% 26,384 8.0%
Common Equity Tier 1 Capital
(to Risk-Weighted Assets) 36,306 11.01% 14,841 4.5% 21,437 6.5%
Tier 1 capital (to average assets) 36,306 8.72% 16,654 4.0% 20,818 5.0%

The California Financial Code provides that a bank may not make a cash distribution to its stockholders 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 to the bank’s stockholders during the same period.
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