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This Report is required by law: Section 5(c)(t )(A) of the Bank
Holding Company Act ('12 U.S.C. S 1844(cXlXA)); sections 8(a)
and 13(a) of the lnternational Banking Act (12 U.S.C. SS 3106(a)
and 3108(a)); sections 11(a)(1), 25, and 25A ot the Federal
Reserve Act (12 U.S.C. SS 2a8@)(1),602, and 611a); and sec-
tions 113, 165,312,6'18, and 809 of the Dodd-FrankAct (12 U.S.C.

SS 5361, 5365, il12, 1850a(c)(1), and 5468(b)(1)). Retum to the
appropriate Federal Reserve Bank the original and the number of
copies specified.

This report form is to be filed by all toptier bank holding compa-
nies, toptier savings and loan holding companies, and U.S. inter-
mediate holding companies organized under U.S. law, and by
any foreign banking organization that does not meet the require-
ments of and is not treated as a qualifying foreign banking orga-
nization under Section 211.23 of Regulation K (12 C.F.R. S
211 .23). (See page one of the general instructions for more detail
of who must file.) The Federal Reserve may not conduct or spon-
sor, and an organization (or a person) is not required to respond
to, an information collection unless it displays a currently valid
OMB control number.

NOTE: The Annual Report of Holding Companies must be signed by
one director of the top-tier holding company. This individual should
also be a senior official of the top-tier holding company. ln the event
that the top-tier holding company does not have an individual who is
a senior official and is also a director, the chairman of the board must
sign the report. lf the holding company is an ESOP/ESOT formed as
a corporation or is an LLC, see the General lnstructions for the
authorized individual who must sign the report.
l, Sean Ormand

Name of the Holding Company Director and Ofiicial

President, CEO, Director
Title of the Holding Company Director and Ofiicial

attest that lhe Annual Repoft of Holding Companies (including
the supporting attachments) for this report date has been pre-
pared in conformance with the instructions issued by the Federal
Reserve System and are true and correct to the best of my
knowledge and belief.

With respect to information regarding individuals contained in this
repoft, the Repoder cedifies that it has the authority to provide this
information to the Federal Reserue. The Reporter also certifies
that it has the authority, on behalf of each individual, to consent or
object to public release of information regarding that individual.
The Fedenl Reserve may assume, in the absence of a request for
confidential treatment submitted in accordance with the Board's
"Rules Regarding of lnformation," 12 C.F.R. Paft 261,
that the Repofter and consent to public release of all Area code / FAx Number

details in the sormand@fnmbsc.com
E-mailAddress

ing Company

03t26t2019
Date of Signature

For holding companies not registered with the SEC-
lndicate status of Annual Report to Shareholders:

E is included with the FR Y-6 report

E witt Ue sent under separate cover

E is not prepared

For Federal Reserve Bank Use Only

RSSD rD I lc'163 O
c.t.

Date of Report (top-tier holding company's fiscal year-end):

December 31, 2018
Month / Day /Year

N/A
Reporte/s Legal Entity ldentifer (LEl) (20-Character LEI Code)

Reporter's Name, Street, and Mailing Address

First New Mexico Financial Corporation
LegalTitle of Holding Company

P.O. Box 511
(Mailing Address of the Holding Company) Street / P.O. Box

Deming NM 88031
City State Zip Code

300 South Gold Avenue, Deming, NM 88030
Physical Localion (if different from mailing address)

Person to whom questions about this report should be directed
Sean Ormand President, CEO, Director
Name

575-388-3121
Area Code / Phone Number / Extension

575-388-1224

N/A
Address (URL) for the Holding Company's web page

ls confidential treatment requested for any portion of
this report submission?

ln accordance with the General lnstructions for this report
(check only one),

1 . a lefter justifying this request is being provided along
with the report..........

2. a lefter justifying this request has been provided separately . . .

NOTE: lnformation for which confidential treatment is being requested
must be provided separately and labeled
as 'confidential."

0=No

1=Yes 0
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LETTER FROIV THE PRESIDE T
TO OUR SHAREHOLDERS

It was another stellar year for the First New Mexico Bank

family as the dedication and hard work of our employees,

officers and directors resulted in record earnings per share

of $112.62, and consequently, an outstanding cash divi-

dend for our shareholders.

All of our First New Mexico banks benefitted from a strong

and growing economy throughout 2018, and each bank

experienced increased loan demand as well as a reduced

All of our First New Mexico banks
benefitted from a strong and growing

economy throughout 2018, and each bank
experienced increased loan

demand as wellas a reduced tax burden.

tax burden. This resulted in solid gains in profitability. Pur-

suing safe, sound and profitable loan growth willcontinue

to be one of our primary focuses for maintaining profitability

garns.

The bank's directors and senior management continue to

work through a highly complex environment of regulation,

technology, competition and demands on human capital.

Through it all, we continue to be market leaders in our com-

munities. We celebrate our victories and never underesti-

mate the challenges and difficult paths we choose to take in

order to be successful.

and has made great strides in loan growth and market

presence due to its highly-effective officers and employees.

Sharron and her bank team are well respected in their local

market, as well as in markets across the state.

Our Deming bank remains one of the most efficient banks

in New Mexico. Under the direction of Teresa Molina, she

and the dedicated bankers who serve Luna County remain

the driving financial force amongst all of their peers.

The bank in Silver City continues to have year-over-year

growth in assets and income while continuing to serve

markets in Grant County and Albuquerque. Owing much of

our success to the dedicated officers, employees and direc-

tors of the bank, we look forward to many more rewarding

years.

Owing much of our success to the
dedicated officers, employees and

directors of the bank, we look forward to
many more rewarding years.

While 2018 was certainly full of blessings it was also a year

of loss as we said our earthly goodbyes to our friend and

mentor Earl Spruiell, who is now with the Lord. All of our

banks continue to build on the great legacy he left behind.

Sincerely,

We have been richly blessed as community banks through-

out the regions we serve in Deming, Las Cruces, Silver

City, Anthony, Columbus, and Albuquerque. Sean Ormand

PresidenUCEO

Las Cruces continues to be a market leader in performance
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@orn,a@ LLP
Certified Public Accountants

Anthony E. Bock, CPA

MichaelA. Bock, CPA

Adam M. Bock, CPA

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Stockholders of
First New Mexico Financial Corporation:

We have audited the accompanying consolidated financial statements of First New Mexico Financial Corporation,
which comprise the consolidated balance sheets as of December 31,2018 and 2017, and the related consolidated
statements of income, changes in stockholders' equity and caslr flows for the years then ended, and the related noles
to the f,rnancial statements.

Management's Responsibility for the 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; this includes the design,
implementation, and maintenance of internal contol relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to error or fraud.

Auditor's Responsibility

Our responsibilily is to express an opinion on these consolidated hnancial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audits to obtain reasonable assurance whelher the consolidated
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgnent, including the
assessment o[ the risks of material misstatemenl of the hnancial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the consolidated fltnancial statements in order to design audit procedures that are appropriate in tlre
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of siglificant accounting estimates made by rnanagement, as well as evaluating
the overall presentation of the consolidated financial staternents.

We believe that the audit evidence we have obtained is suflicient and appropriate to provide a basis for our audit
opmron.

7320 REMCON CTRCLE / EL PASO, TEXAS 79972 / 9L5-54+8984 / Ftu\ 91s-76O4229



Opinion

In our opinion. lhe consolidated financial staten:euts referred to above present fairly. in all uraterial respecls, the
hnancial position of First New Mexico Financial Corporation as of December 31.2018 and 2017. and the results of
their operations and their cash flows for the years then ended il accordance with accourtiug prirrciples generally
accepted in the United States of America.

Reporting on Supplemental Information

Our audit was conducted for the purpose of fonning an opinion on the consolidated financial statenlents taken as a

whole. The accompanying supplelrertary infomration is presented for the purpose of additional analysis of the
consolidated financial statements rather thal to present the furaucial position and results of operations of the
individual companies artd is not a required part of the consolidated lurancial statements. Such infonnarion is the
respousibility of ruauagenent and was derived from and relates directly lo the underlying accouuting aud other
records used to prepare the consolidaled financial statements. The infonnation lras been subjected to the auditing
procedures applied in lhe audil ofthe consolidated financial stateurents and certail additional procedures. including
comparing and reconciling sub-infonratior directly to tlre underlying accounting and other records used Io prepare

the consolidated financial statemerls. aud other procedures iu accordance with auditittg standards generally accepted
in the United States of Alrerica. In our opinion, the infomratiou is fairly stated in all material respects in relation to
tlrc cousolidated financial stateurcnts as whole.

ul
Bock & Associates. LLP
EI Paso. Texas
January 10.2019



FIRST NE\\' ]\IEXICO FI N.A,NCIA L CORPORATION

CONSOLIDATED BALANCE SHEETS

20lt{

ASSETS

Dcccrnbcr -1 I

l0l 7

Ctsh and duc fronr blrrks
Irrlcslnrcnl scctrriI ie-s

Loans and lcases- ncl
Bank plcnriscs irnd equiprrrcnt. ncl
Iule'rcst rcccivablc
Otltcr rcitl cs(iltL- o\\'Dcd

Bauk ourrcd lifc irrsurancc

Othcl asscts

Tottl Assets

S Hl._51r0.2r,r4

t4().1{70.tt32

I rt9.49 I .t rJ-5

9.9(r(r.()65

2.1i60.124

-s-5(r.(X)0

-5.41().(r97

2.0-14..160

I 15.99-1.717

141-(,1{6.715

174.-109.2.1-1

10.235.97ri

2.729.714
5l 1.068

_5.t94. t 02

2.341.107

S

S ;113.7t{9.947 S ;t-s(,. l(ll .(r(r-l

LIABILITI ES AND STOCKHOLDERS' EQUITI'

Deposits

Accnrcd intr'rcsl puvablc

Othcr liabilitics

Total Liabilities

Conuuitmcnts arrd contirrgcucies

Conuron stock. S I0 par vahle

Authorized - 1.000.000 slures
Issucd - 52.t{01 shrres in 2()ltt and 5.3.223 shrrcs 2t)l 7

Retaincd eanrings

Accumulatcd olher conlprehcusitc incornc
Treasnn' slock at cosl. 0 shares irr 20 Itt rnd 2017

S .i5_5.-s7 t.-s29

.1.1.10.1

9.3:17.13-s

S

)64.1)42.76i 390.-s49.7(r4

52R.010

6X._1I9.170

532.2.10
(r-s.0I 9.(r70

Total Stockholders' Equity (rt(.8-17.1 80 65.551 .900

Total Liabilities and Stockholdcrs' Equit-v S 413.7u9.947 S -156.101 .6(,4

Thc lcconrpany'ing notes arc uD integlil1 part of tlre consoljdated financial slateurcnts

1



FIRST NE\\' ]\TEXICO FINANCIAL CORPORATION

CONSOLIDATED STATE]\IENTS OF INCONIE

Ycar Endcd Decembcr 31.

2() I ti 2017

Interest incortre:
hrterest and lees on loarrs

lnterest on inr,eslnrcrrl sccurilics
lnterest on dcposits in b:urks

Inlcresl expeuse:

Inleresl ou deposits

lnlerest orr borrowed futtds

Net interesl irrcorrrc

Provision for loau losses

Nct iutcresl incourc after provisiorr for loan losscs

Other nouinleresl incorne

Sen'ice fees

Other inconre

Expeuses:

Salaries urd enrployee beuefits

Occupancy expelrses

Other operating experlscs

Nel iuconre bcforc iucorne taxes

Federal rnd state iucorue laxes

Net incorne

Earni-ugs per slrare. based on rveiglrted-ateruge
nurnber of shares outstardiuc

S 13.74.1.040

4.0_i4. t 36

1.585._sgti

12.-s72.57_s

4.319.452

I .149.537

S

t 9..1ti3.774

t.082.8tr I

t.081-8ti I

It{.041.5(r4

872.I0l

tt72. t ()t

18.300.893

145.000

17.9-s5.1193

1.286;t4t
40 t -655

17.169.463

740.000

1(r.429.4(r3

1.2n7.989

1.613.205

l.6r{8-396 2.901.194

(r.034.29-s

9ti5.(r-50

4.424.870

I 1.444.81s I1.79t{.704

I.I 99.474

2-25-1-(r(18

7.-st t.9_s-1

1.9.15.504

S 5.94-5.8(16 S 5.596.449

s I 12.62 S

The accolnpanyiug notes alc arr intcgrrl parr of fte consolidated financial staterncDts

4
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FlnSr NEW llL-[EXlCO F:]FIANCIAL CORPOBATION

coNsoLrDATED grATEil[ENrs O,] cEANcE$'rN ETOCI(EOTDEnS' EiQUrTy

Conrmrcn S.ls-.ck

'Silarcs fuuourrl

December 3l- 20t16 53.471. 5 5-34,.730

(250)

u,70hlt4)

s s

{2t500,}

ai

I.[,e.( iuoome (loEc)

5i3,.223 S 532J30

(4t220r): (745.530)r

il:900,.83,6)

.s $

74ei750

52.8'0.i S 52&Qt S,6i8t3l9,l7i0 ls

The,acconrpa-uyirlg notss ar,e a,n ftrtegral parl of the ao,nso-l[tlated Ihaueiail slatenents

S

5

DecemberS,I. 20[E s 08.847"180



FIRST NE\\/ trIEXICO FINANCL{L CORPORATION

CONSOLIDATED ST^{TETIENTS OF C.{SH FLO\\'S

l0I tl

Dccerubcr .i I

l0l 7

Caslr flos,s lronr operating activities:
Net irrconre

Ad.lusnnents lo reconcile net ircorlre to let cash

protidcd b1, opcratirrg lctivilics:
Provision for loau losses

Depreciation expense

Defen'ed iuconre taxes

Investment security arnorlization (lccrelion). net

Cash value of life iusurance
(Gnin) loss on salc of assets

Changcs iu operutiug assets aud liabilities:
(lnclease) decrease irt accnred iutcrest rcceivable
Increuse (decrease) iu rccnred iutel'est payable
(hcrease) decrease in other assets

Increase (decrease) ir othcr lirbilitics

Nel cash provided (used) by, operatiug activiries

Clsh flou's fi'our illcsting activilics:
Purchascs of held-to-nlrturity sccurities

Proceeds from nuturilies held-to-rrtirturitr, se'curities

Nel increase in lolns
Procecds florn sale ofasscts
Purchasc of propcrry aud eqrripnrent

Net cash providcd (used) b.r' invcsting ilctivities

Caslr flou's lionr fiuancing actilities:
Ncl clrangc irr deposits

Pil!'nrellls to acquirc tre'ltsury slock

Salc of treasury stock

Dir,iderrds paid

Net caslr prot'idcd (used) from financirrg activitics

NcL decrease iu caslr

Caslr lt beginning of year

Caslr at eud of vear

S -s.9.1-5.tt6(r S 5.-s9(r.-1.19

-14_s.000

497.(r89

369.9n8
r)(t2.426

( l2(,.595)
2 t.998

(130.-51111

2.303
(8t{.-s(rtl )

932.9(r-j

7r10.(XX)

5.10.0(rt(

( 1.17.320)
(ru4.()3.1

( l-1(r.(rt)9)

(6-s.516)

8-1.527

(2.7(xl)

472.5_s9

(.10,1-tl9l )

ll.7-j2.5(r0 7.:159.6(10

(7.429.961)

I0.21J3.4-3.1

( 15.72(r.ti9l)
l-s7.220

(221.776\

( t2.9,13.98 t ) (3.594.0 I 5 )

(2(r.7-19. I i8 t

( l.,Il().175)
(r-1o.4f 5

( I.703.134)

(4--sO(r.4(r 1)

( |.01(l-j2-s)
6-13.925

( 1..197.14.1)

(29.202.022 ) ((r.-ll l. I07)

(.i3.41.1..141)

I l-s.991.727

(2.5(r5.521)

I H.5-59.1-19

s s2.580.28-l S 1t5.99-1.727

The accon-rpauyiug notes ale iln inleglulpart of the consolidated firtalcial staternelts
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FI RST tr-E\\' l\l E\lCO FI NANCIA L CORPORATION

r- OT E S TO COr- SO L I D.{TE D F I N A\ CI.\ L STATE } I E N TS

Dcccnrbcr 31.21)llt anrl 2lll7

NOTE I _ ST]NINIAR\ OF SIGNIFICANT ACCOLJNTING POLICIES

Naturc rrl' orrcratitlns

First Ncu Mcxico Firrlrrciul Corporutiorr (1hc Corporirlion) is ir bunk lrolding colnpnul u'lrose- prirtcipltl uctiritv is

thc orrrrcrshiyr irnd nrirrrlgu'rucnl ol'i(s nlrollvorrnu'd subsidiirrics Firsl Ncrr l\'lc.riico Brtttk-Dcnting. Filst Ncu'
lr4cxico Bunk-Lls Crrrccs arrd First \crr Nlc'.rico Bunk-Srlrc'r Cilr'(tltc Blutks). Tlte'Bitttks gL'nL-rirlc contntcrciitl
lirrclrrdirrg irgricultural). lnollil:rgc ilrtd consunlcr lourts lttrd t'cccirc dL-posits ll'otu ctrstotucrs locutcd prirttitrily'irt
Dr'n)iu!. Silvcr Citr'. Las Cr-uccs. Nl-rr Nlcxico lurd thc srrrlotrrtdirtg rrrclrs Tltc'Buttks ol)cnllc uttdcr u stulc bltnk
chlrrtcr iu)d pro\idr-- Iirll barrkius scrriccs. As surtc burrks. lhe'Bartks lrrr.- subicct to rcgrrlittiott bv tlrc Nctv lrlcrico
Baukirrg Dcpurtrncrrt artd tltc Fedcrul Dcposit ltrsurutcc Coqloralrort.

Princilrlcs ol' consolitlation

Tlrc consolidirlcd firrlncilrl stulcrrrcrrts irrcltrdc tlrc uccourrls of First NL'\\'N{cxico Firrancill Corporation. und its

shollr,-orrrrcd sutrsidiarics. First n\crr I\'lcrico Burtk- Dc'rrtirtg. Llts Cnrccs irrtd Sillcr Citr,. Irr cortsolidirtion. ull
significlrrt irtlr,'rcontplnv blrllrnccs lrnd lnutslrclions har c bccrt clintirtrrtr-d.

Lrsc ol'cstinlatc$

Thc plc;:unrtiorr of consolidlrtcd llnlrrcilrl stlrlcrur-rrls in con[onuitr u ith ge-ncrirll]'ircccptcd uccountin!l principlcs in
lhc UDitcd Stutcs (CAAP)r'cquirr-s DlillrilgcIlclll to nlirkc csliillillcs iDd ussrrnrplions thit lffcct tltc- rcpot'tcd ii)rour'rls
ol usscls urrd liabilitics und disclostrrc ol'colrtirrscr)t irsscls und liuLrilitics rl llrc ditle' of thc cortsolidlrtcd firtitrtciul
stirtcnrclrls arrd tlrc rcportcd rnlounls ol lcr,c'rrues irnd L'xpL-llscs during thc rcportirrg pcriod. Actr[rl rcsulls corrld
dil-fcr frorn tlrosc esliuules.

Conr llrchensir.c inconrc

Accountiug;lrirrciplcs gcncrllll'rcquir,.- tltlrt rccognizcd revc'nuc. e\l)cnscs. gairts- rrtd losscs bc irtcludcd irt t:ct
irrconrc'. Ccilairr changcs in irsscls lrrrd lirbilitics. sr.rclr as unrcirlize'd glins urrd losscs ol n'ailablc-lor-salc- securitics.
arc rcportcd ns ir scpamle conrl)oncnl of thc stockltolders' cquitv sr-'ctiorr ol thc sliltcnrcnt ol financial cortditiou.
Such itcrns. ulorrg u itlr llet inconrc. llrc corlrponerrts of cornprcherrsir c incorne.

I u vcstnrr:nt sccu rities

Sccrrritics classified rs hcld-to-rniltr,lrilY lrc those dcbt securilics thc Birnks ltrrc both thc inlcnl und rbility to ltold to
nurturity regardlcss of chanres irr rrrarkc't corrditions. liquiditv nccds [or clrirrrscs iu gctrcrll cconol)ic cortditiorts.
Tlrcsc sccurities irrc curried irl cosl. ad.iustcd lbr artronizltion olplcrniuur irrrd lccrcliort oldiscount- courllrtcd usiug
lhe irttercsl urethod. oYcr thcir cotrlftlclual liVcs.

Secrrritics classillcd as availablc-lor-salc arc cqrritv sccuritics s'ith rcadill dcternriuirblc lhir trlrres ard thosc debt

scculitics tlrlrt thc Banks irrtcnd to lrold [or im irrdcfinitc pcriod but nol nece'sslrily to nraluritl,. Al1'dc-cisiou to scll
x sccrrritv cllrssificd ls availablc-for-sale rlould bc based on r,ilrious l}c1ors. irrcluding significirrtt nro\clncul in
iutcrcst rales. clrangcs irr tlrc nratrrritv rrris of tbc Bank's lrsscts uud liirlrilitics. liquiditv nccds. rcsulatory capital
cousiderirtious. and ollrcr sirrrilll faclors. Thc'sc sccuritics arc clrricd al csliuralcd fiir vuluc brscd on iuforntaliott
plovided b),a tlrird-party pricirrg scrvicc rvitlr uru'calizcd gails or losscs cxcludcd fi'our rrcl irrconrc irr ltccuruulalcd
otllcr corrprclrcnsivc inconrc (loss). $,hiclr is rcportablc as il scpariltc colnponcnt ol-slrrrcholdcrs' e-qtrit1.. Dct of the

rclalcd del-crrcd tux cffcct.

Dividcnd and irrtercsl inconrc. irrclrrdiug iunorti/rtiol) o!-pl'cnlir.un lnd ilccrcliori of discorurl rrising al ilcquisilioll
lronrall ciltcgol'icsof inveslnrclrt sccuritics ilrL'includcd jrt intcrcst irtconrc ilr lltc consolidatcd stutcurcnts ol-illcoruc,
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NOTE I - SUlll\IARY OF SIGNIFIC.{NT ACCOLINTIn*G POLICIES (continuttl)

In\ cstnrcnl sccurilics (corrtirr ucrl )

Clirts and losscs rc:rlizcd on sllL's of inr cslurclt sccuritics. dcterruirrcd usirrg llrc lrdiuslcd cost busis of tlrc spccilrc
sccrrritics sold. irrc irrclude'd irr uonintcrcst irrcorrrc irr thc ccrnsolidllcd stirtcnrcrrts ol'irrcornr'. ,{ddrtionallr,. dcclirrcs
itt lltc cstituirtcd ltir rirluc of indiridrral irrre'strncnt sccrrritics trclou tlrcir cosl lhut urc othcr'-tlllur-tcr)lporlu'\'irrc
lcllcctcd as rculizcd losscs irt thc slrlclllcrr(s oI ilconrc Factors uflcctirtg thc dctcrnrirrlrtiou ol ulrcthcl lur otlrcr-
tltltt-lcrtporatt,irnpuirrucr)l l)us occun'cd includc it dorr,rrsnrding of thc sccuritv b1 lr nrtirrg uucuc\i. lr signilicltrrt
dctcriorirliorr in tltc firtrurciul corrdiliorr of tlrc issucr. or tlllll r.r)ilnirgcluclrt Nould not hin'c thc iulcrrl uud ubilitY to
Itold it sccurit)/ lor ir pr'riod sufficic'rrt to allou'for ul1'auticipatcd rcco\cry in fitir valuc.

Rcslrictcd stock is slock [ronl llre'Tcrus Indcpcndcnl Birrrkcrs Burrk arrd Bunkcrs Birrrk of tlrc Wcsl. s'hiclr lrrc
rcsLriclcd as to thcir rrrarkctlrbilily. Bccurrsc ro rc-ad1,rIilrkcl crists lor llrcsc iurcslnlcrts urrd tlrc\, lrirrc no quolcd
tuturkcl tlhrc. tltc Corporittion's irrvcstrrrcut in tlrcsc slocks rrc curricd irt cost. A dctc'rrninirtiorr us to n'lrctlrcr tlrcrc
hirs trcert ittt intplrirrncttt of lt rcstriclcd stock iulcstrncnt is pcrlornrcd on u qrrlrtcrll, trrrsis ilr)d includcs a rc'r icrv of
llrr-' currcrrl fiurncill corrditiorr ollhc issrrcr'.

Loans hcltl lor salr

Loarts originalcd arrd irttcndcd lor sltlc irt tlrc sccondrrrv nurrkct irrc curricd ill lhc lo\\cr o[oligirurl cosl or ruirrkct
rultrc irt cotlpliiutcc u'itlt FASB ASC 94N-.1 l(). Murkcl rirlrrc is dctclnrirrcd orr ir loarr-by-loirrr blsis. Nct unrcirlizcd
losscs irrc lccogrrizcd tlrrough a Vulrrirtiorr ullorvilrrcc bv cltlrlgcs lo irrconrc. All slrlcs lrrc ruudc u,itlrorrt rccoursc,

Loans antl allorlartce for kran anrl lcasc klssrs

Loilts ltrc ctrricd itl tl)c unlount olrrnplid priuciplrl. ird.iustcd lor dcfcrlcd loirrr fc'cs irnd originltion costs. lrrtcrcsl orr
lorns is lrccrucd bitscd ort thc prirrcipirl irnrounts otrtstlrrrding. Nonrclrurdlblc loan lccs lrnd rcltrtcd dirccl cosls ilrc
dclcrrcd. und lltc r)ct iur)our)l is ltnrollizcd to incoruc rs a yicld lrd.iustrncnl ovcr lhc lilc olthc loln rrsing tlrc- irrlcrcsl
nrcthod. \\/hcn prirrciplrl or itrtelcst is dclirrqucrrt lor nirrclv dal's or nrorc. ll)c Blnk cvlluatcs lhc lolur lor rrorrtrccnurl
sl irlus.

Alter a loan is placed on norlrccnral stlltus. illl irrlcresl previouslv lccnrcd lrut rrol collcctcd is rclcrscd agairrst
cun'cnl pcriod irttcrest illcollrc. Subsequelrt collections of irrtcrest pirynrents on non:rccnrul loans arc rccognizcd irs

irtlcresl ittconrc unless ultirrtntc collectitbilitv ol tlrc loau is in doubt. Cash collections on loans u'hcrc rrltirrratc
collectabilitY rctnaius in doubt rtrc applicd as rcductiorrs oI the loan principal bulllrcc arrd rro intercst incornc is
rc-cognizcd urtil lhc prirrcipll bllarrce has becrr collcctcd.

Thc itllorrrutce lol loitn losscs is establisltcd as losscs are cstirnrtcd to havc occtrrrcd throrrglr a provisiorr for loll
losscs char-ucd to citrnirtgs. Loart losscs rtle chargcd rgainst thc allou'rurce u'lrcn nllrrilgcruenl belicrcs thc loarr

balartcc- is uncollectiblc. Subsequeut rccolcries. if aur,. irre crcditcd to thc allou'ance. Tlrc allorrirncc is buscd on t\\-o
bnsic prirrciplcs oIitccounting: 1i)FASB ASC 450. ('ttrrtitrgetrtias. t,lrich requires lhflt losscs bc uccnrcd ulren tlrcv
arc probrble oloccrrrring nrd cstiurublc arrd (ii) FASB ASC I l(). /ft,c't,irrrlr/t.r'. rvhich rL'quircs thirt losscs or irrrltrircd
lonns bc accnrcd bitse'd on the dillcrcnccs betu'ecn thc lorn balance rud eitlrer tlrc taluc of collurenl. if such louus
lulc considercd to bc colhterrl depeudcnt arrd in thc plocess of collcction. or lhc presc'nl vlluc of hrlurc citsh llo\\'s.
or thc loiln's valuc lrs obscnlblc irr thc sccondan,nulkcl. A lotrn is considcred inrpirircd slrcrr. bascd ou crtrrerl
inloruratiorr and crculs- thc Barrks lralc conccrns about tlrc lbilitl'to collcct thc schcdulcd puvlncr)ts olprincipal or
inLclcsl u'lten drre nccordirtg to lhe coulnlclual tcnns olthc' lolrrr agrccurcnl.

Factors cortsidcred bv tttarragc'rrtelll in dclcr-nrinin5r inr;:ainrcut includc pil_\inrL'11t stxnrs. collirlc'rrl lalrre irrrd thc
probabilitl' of collccting schcdulcd prirrcipul itrtd intercsl pirtrr.lcnts rrhcu duc. Loarrs tlrat cspclicncc insigrrificirnt
pu)41)enl dclaYs arrd pa]'nrcnt slron[alls gencrallv ilrc rol classified as irrrpuircd. N4iuragerrerrt dcternrines thc
sisnificarrcc of ptvurenl dcltt's and pflvnrcnt shortfalls on lr casc-b1,-casc basis. tnking into cousidclation thc
circuntstartcc-s sun'oundius thc loiur aud borroucr. includirrs tlrc lerrgth of thc dchr'. tlrc'reasorrs lor tlrc delln,. tlrc
borroser's prior pirvnrclll rccord. lnd the ilr)rounl ollhc'shortllrll il rclation to thc principirl ald intercst oucd.
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NOTE I - SUNIIIARY OF SIGn-IFICANT ACCOUNTING POLICIES (continuctl)

Loans and allorvantc lbr loan and leasc klsscs (continuctl)

Tltc Bltlks'itllorvitncc lor'loart losses lirts tltrec bitsic cor)rponents: the specific allosancc. tlre lornurla lllosance lnd
tlrc pooled allou'atrce. Eltclt of tltcse cornporrcnls is dclcrruirted brtsed uporr esliulalcs that carr rrrd do chlurge rrlrerr
the rtclual eveits occur. Because of thr.' unceltaittties iircrenl in lhe esrilnilior) process. nranigeDrct]l's estiDrate of
loan losscs and tlrc relalcd allori'ancc could clrnuse irr tlrr' rrear terur.

The specific itllou'ancc conlpor)el)l is used to individualh'r'slrblish iur allo\\'iurce lor louns identified lor inrpirinnenl
lesting. \\ihert irupainnent is idcrttificd. rt specific rcserve rtritl bc esurblished brscd on the Bltr*s calculation of the
estinlxled loss enrbcdded in thc individual loln. Inrpuirnlent testing includes consideratiou of the bonou'er's ovenrll
fiuancirtl condition. rcsources attd pll,ntenl rccold. support arltillble florr lluancial gunnrrrtors lurd the l]ir urarket
value oI collatcrll. Tlrese fuclors ure cornbir]ed to estiurlrte tlrc probirbilitl'lrrd sererilv of iuhercnt losses Large
groups of surirller blrlarrcc. honrogcucous lolrns are collcctir clv etlrlultcd for iurltainneut.

Tltc fonutrln nllou'iutce conrponent is used fior cstirnlting tlte loss on intcnralll r'isk ntted lolns ericlusivc of those
iderttific'd as intprired. TItc louns uleelinS thc Bunks inlenral criteriu for cllssificntion. suclr lrs special lneulion.
substlttdard. doubtlirl and loss. us uell as specificallv identificd inrpaired lolns. are se'gregrrted frorn perfonniug
loarts rvitlrin thc portfolio. Thcsc irrtcrrullv classificd loans are thcn r:roupc-d b1 loan tlpe (rcal cstatc. agricultrrral.
conulerciirl or consr,lnler). Eirclr Iour tvpc- is nssigned iur allouancc factor based on ulilnacen)eut's eslinrilte of lhr-

itssociatcd risk- cornplexitl,and size olthe indiridtrul loans lithin the lour calegon'. Classified loarrs are assi-sned u

Iti.elter illlorrallce faclor tltarr rrorr-classifie'd loars duc 1o lllalrrrlenrer)l's concenrs regardiDg collectabilitl or
llrauagcntcnl's krtorr,ledgc olclertterrls sunourrding tlrc borrorrr-r. Allosancc fitclors ilcrelse irith tlre rvolsenill of
the internal risk rrrting.

The pooled lorrnuLr componer]t is rrsed Io cslilnatc llrc losscs irrlreleul irr tltc pools of uon-clirssified loans. Thesc
loaus lre thcn rlso scgregatcd bv loan t1'pc' nnd irlloulrrce- lhctors lrc lssigucd bl urlnlrgerrrent based on
dclirrquencies, loss ltistorr.. trends irr r-olurtrc urd lcnns of loans. effccts of changes irr lending policr'. thc'expcricncc
rnd depilt olrtrartageuren(. nalional lld locrl ccolrornic lrerrds. conccntrrltious of credit. resulls oltlrc lorn rcrieu
s),slert and thc' cffect of cstemtl ftrctors (i.c. cornpctitiol arrd legulaton' rcqtrirernents). The allonalce laclors
lssigned differ by loau t-r'pe.

Allou'artce firclors urtd ovcrall size ol lltc allorvuttce ultl cltarrgrc fi'onr period to period birsed on urilnileclnclrt's
ilsscssrrcr)l of thc rbore-dcscribcd firclols uud thc relatilc s.eights given lo caclr ftic1or lrr ldditiorr. r'arious
re-gulatory irgcrtcics pcriodicrllv rcvicn thc allou'iurcc lor loau losscs. Thcsc r.rgcucies rlrr leqrrirc thc Blrrk to rnakc
ludditions 1o tltc ullou'ancc lor lourr losses brscd orr thcir ludgnrclts o['collc-cllrbilitv brscd ou iulolnrirtion ltvlrilablc
to lllcllr rl tlrc tiulc ol tlrcir exarrrirrrtiorr.

Loitus urc placcd into l noulrccruinu slulrrs and cllrssificd irs rtonpcrfolruing uhcn tlre principll or intcrcsl hlrs becu in
dcllrult for a pcriod ol 90 duvs or urorc ullcss thc obligution is ucll secrrrcd arrd in llrc ltroccss ol'collcctiou. A debt
is "rvcll securcd" il it is scculcd b1, til plcdgcs ol real or pcrsoull propcrt),. includirrg su'curilics. that havc u

rcalizlble vllue sufficicul lo dischilr-sc' llle debt. (includinu llccl'ued intercst). iu lirll. or (ii) thc guararrtee of ir

firrurcirllv rcsponsiblc piu't\,. A dcbt is "iu thc llroccss of collectiorr" if collcction on lhc dcbt is proceediug irr drrc

coursc cithcr tltrouglr lcgirl ilction. irtcluding.iudgrttcrtt cnforccnrcrtt proccdrlrc. or. in lpprollriillc cilcurnstar)ccs.
tlrrough collcction cflorts rrot irrroh'ing lcgll irction rvlriclr arc rcilsonilblv cxpectcd lo result in repar,urcul of tlrc dctrt
or ilr rls rcsloriltron to cr,lrrerrt stillr.ls.

Loiurs clirssificd us srrbstarrdard or \\'orsc ill'e considcrcd for inrpairnrcut tcstillg A srrbstlurdurd lourr shorvs sigls of
continuiug rregativc llnancial trcnds iurd unprofitabilitv arrd tlrcrcfore. is irrirdequalclv lrrolectcd bv thc cun'crrt sound
\\'ortlr and paviug crrpacitl' oI thc obligor or ol rl)e collatcril] plcdgcd. if irnr'. Th,.' bon'o'u cl on such louns tlpicalll'
cxlribits onc ol nrorc of the'follou'ing clraractcristics: ftultncial rxtios ilnd prolitlbilitl'rnargirrs irc u,cll bclol
indusln, lllcrilsc: r nc-sati\c cush flo\\'posilion exists: debt scrlicc capacitl, is iusulficienl lo the serlicc dcbl and lrr
inrproveurent irt tlrc cash florr positiorr is urrlikcly u'ithin llrc r)cxl t\\ehc rrrorrtlrs: sccondun'aud tc'nian,nrcrurs oll
debt rcpal'rncul arc u'cak. Loarrs chssificd as substundard luc cluracterizcd bv tlrc;:r'oblrbilitv that tlre Bank u'ill rrot
collect anlolmls duc accordins to lhc cor)lrilclulrl terrrrs ol susllin sonre loss il'the dcficiencies are nol conecled.

Losspolerrtilrl. u'lrile cxisting uitlr rcspc-ct to the asgregllc ilr)roul)t ol-subslarrdard (or rlorsc) loans. does not lulvc lo
cxist in rry individurl assels clussified lrs substaldard. Such credits urc rlso cvlluated lor uonuccrual slatus.

I



NOTE I - SUIII\IARY OF SIGNIFIC-{NT ACCOUNTING POLICIES (contirructl)

Loans and alkrrlancc lor klan antl lrasr losscs (rorrtinuctl)

lrnplired loans irtcludc loans tltirt have bcen clrrssified as substnlrdard or rrorse. Horverer. ccrtain loatts hare been

cor)ccnr ils to thc ltbilitY of tlrc borToNcr to pcrlbrnr iD itccoldallcc rvith thc cun'cll loarr lcr[rs bul not to srrclr ilu
cxtcnt lls to rcqrrirc thc lotn bc put into lr norraccnring stirlus. Cash rcccipts on irnplirr.'d lolrns irrc rccordcd as inlcrcst
inconre as rcccircd. uuless lhc loan is irr u nonuccnlal stilnrs.

Tlrc Blnk's clrirrgc-of[l]ol ic\/ statcs lftcl rll collcction cllons hlvc bccn crhaustcd lrrrd thc loan is dccrnl-d to bc lr

loss. il uill bc clturgcd to thc Bank's cstablishcd allorvancc lor loarr urrd lcusc losscs. Lolns urc gcncmll),crulrratcd
lbr loss polcutill al thc 9()th dal'pirst duc tlrrcslrold. ilnd iln\, loss is rccoguizcd no lutcr thurt thc l20th du1, llltst dLrc

thrcshold: cuclr loss is evirhrated on its sllecific fircts rcgarding lhc apprcpl'iirtc tirrrirrg to lccoguizc- thc loss.

Prcnriscs and cquiltnrcnt

Lirrrd is cirrricd ilt cost. Blrrk plcruiscs rrrrd cqui;rnrcrrl lrc stirlcd ill cosl lcss accrrnrrrllrlcd dclrrccilrtiol) iu)d

uscful livcs ol- thc irssets. Mairrtcnalrcc aud repairs alc cxpenscd ils incurred utile rna.ior udditions and
inr;:ror.crrcrtls lrc capitalizcd. Girins and losscs olr dispositiorrs arc includcd irr crrrrcrrl operillions. For Fcderitl
incorrrc tlrx purposcs. dcprccilttiorr is corryrrle'd using. lhc accclcrlrtcd cost rcco\cry svslcnr und tlrc ruodillcd
lccclcnrtcd cost rcco\ cr')' svslcr)).

Forcclosctl Drotrcrtics

Rcll cstatc propcrtics acqrrircd tlrloush or irr licu ol- lorrrr lorcclosulc urc irritilllv re'cordcd ill lhc llir \illuc lcss
cstinlirtcd sclling cost ll tlre datc of lorcclosulc. Arn,n,r'itc-dos'ns bascd on tlrc irssct's lirir ruluc at tlrc dirtc ol
ircquisitiorr rrrc clralgcd to thc ullo\ance lor loau lrnd lcasc losscs. Aliel loreclosurc. r'rluirtions irrc periodiculll'
perfonucd bv uranageurerrt and properrt' held Ior sale is clrried ilt thc lo\\'er of thc leu' cost basis or ftril talue less

cost lo scll. Inrpairnrcnt losscs on propcrlv to tre hcld and uscd arL- ulcasurcd ils the unrourrt Lry shich lhc clrrl,irrg
Anrourrl of n ;:roltcrtv cxcccds its firir rtluc. Costs ol sigrrificmrt propcrt) inrprovcrrrcrrts rrrc cupilrlizcd. ulrcrcas
cosls rcllrliug to holding propcrl) lrrc cspcrrscd. Tlrc portion olirrtcrcst cosls rclirtirrg to dcrclopnrcul oIrcrrl csllrlc is

capitalizcd. \/ahrations rrc pcriodicnlly perlorurcd b1' uranagcurcnl. and an1' subscqucul 'u'ri1c-dou,ns ule rccorded
ns r chiu'-se to opcrations. if necessaq'. lo reduce the carryiug lalue of a propertl lo Ihe lo\\,er of its cost or fair ralue
lcss cost to sell.

Bank orvnctl lifc insurancc

Tlrc Bar*s purclrased sirtgle-preuriunr lile iusulirnce ou cerlain ke\/ e\ecul'\'cs. Bauk ou'ned life irsunrncc is

rccordcd lrt thc ilnrounl thilt ciln bc rclrlizcd urrdcr thc irtsunrncc- contracl ilt lhc bnliulcc shcct dutc. u'hich is lhc cuslr

surrcrrdcr vuluc lrd.iuslcd lor othcr churgcs or othcr ruuounts duc lhut arc probablc lrt scltlcurcnt. Apprcciution irr

rllrre- of tlrc irrsruirrtcc policics is clrrssillcd in rronintc'r'cst iucorrc. Thcsc insrrlurtcc policics ciul bc srrrcrtdcrcd
sub.icct to ccrtlin surrenderpcnaltics applied bv Llrc insurauce carricrs. ils s,ell us polentiill irrconre lilxes to be pirid.

Accorrrrtirrg grridancc rc-qrrircs the recognition of r liabilitl' and rclatcd cornpcnsation cxpense lor slllit-dollar lifc
irrsurarrcc policics tlrat;:rovidc a bcrrcfit to urr crnplol'cc lhirl cxlcnds lo post-rctircurcrrt 1:criods. Lilc irrsrrrlrrcc'
policics purchnscd lor'1:roridirrg such bcucllts do nol cffcctir,cll'scttlc iul cntity's obligatiou to thL'curploYL'!'.
,A.ccordirrgly. tlre Banks urust recognize l ljabilitv and rehrted corlrpensirlior expL'r)sc during the enrplo,"-ce's actire
seniceperiod based on the [uture cost of insurance tobe iucun'ed dru-iugthe eurplovee's relireruclll.
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NOTE I - SUNII\IARY OF SIGNIFICANT ACCOLjNTI.\-G POLICIES (continucd)

lncomc tarcs

Pror isiorrs lbr inconrc tirxcs lrrc llrscd on tlrxcs pirvublc ol rchurdlblc lbr thc clrrrcr)l Ycar iurd dcl'cncd ta\cs on
tenrporary diffcrcnccs bcnleerr the anrourrl of tirxrrblc iucoure und prelax finirncial iucornc ar)d bel\\ceu lhe tir\ bases

of ussets and liabiljties and their leported amour)ts irr the fiumciirl stalerncnls Delerred tax assels ald liabilities zuc

includcd in thc consolidatcd filirncial sllltenrerls l1 currcutly cuactcd irrcourc ta\ ratcs applicablc to the pcriod iu
rvlrich thc dcfcrrcd lilx lrsscts irnd Iiubilitics arc crpcctcd to br- rculizcd or sclrlcd As chlrrgcs irr tlrx llnrs or rirlcs arc
erirctcd- delcrred ta\ asscls urtd lilbiljtics are ad.iustcd tltrorrgh the provision lor irtcontc tares. ]n additiorr. defen-cd

la\ assels xre reduced b1,a \aluation allowancc Nhcn. in tlre opinior of rrrurugenrcnt. il is rrrolc likell'than not lhal
sone ponion ol rll of tlre dcfcllcd lil\ uss!'ls rrill not bc reulizcd. Thc Banks rccognizc inlcrcst and pcnaltics rclatcd
1o lilcoillc la\ tlltrltcrs ilt il1colllc lil\ c.\pcnsc,

Tlre Corporatiou and its subsidiurics file consolidrted federal arrd stirte iuconre tilx relunls. Tlre subsidiirrics zu'c

clurged bv First Nes,Mcxico Firralcial Corporltion lor thcir shlrc of thc corrsolidutcd incornc tirxcs on r blsis that
llro' uorrld hrvc plid il tlrc subsidiarics lrird filcd orr ir scparxlc cntil\, busis Thc Corporltiorr docs uol l)avc
urccrlilin tnri positions thill irrc dccrncd ulrtcriirl irrrd did nol recognizc lurl'ad.juslurcnls lbr unrccognizcd tax
bcncfi1s.

Thc Corporaliorr rcntains sub.icct to c.xlrnrinirtion lbr incorrrc la\ rL'lrlrns lbr thc yeurs cndirrg altcr Dcccrlbcr.lI
2015.

Statcment of cash flrlrrs

First Ncs, Merico Filanciul Coryoratiorr cor)sidcls irll cash and anrounls duc fi'onr dcpositor,v irrstitutions. irrtcrest-
bcaring dcposits urtd fedclal lirnds sold lo bc cush cqLrivalcnts lor purposcs olthc slulL'nrcut olcash flou,s. lutercsl

Paid tvns Sl-0S0.579 attd SX7{.791( in l0 lN lnd l0l7 rcspectivclv. lncontc taxcs paid rverc S1.41i6.97(r and
52.017,(r22 for the- ),cirrs cnded Dcccnrbcr 1l- 20lli lrnd ]0 17. rcspcctivclr

Yaluation ol long.-[ived assets

Tlrc Birnks irccounl lor thc r,aluittiorr ol long-livcd ltsscts rrtrdcr FASB ASC 36(1. l)nUtcrn. l'lntt otrtl I'.t1tri1trrt'ttt.
This guidarrcc rcquircs thlt lorr.u-[ilcd asscts and ccrlaiu idcrtifiablc irrtangiblc rrsscls bc rcricucd for irnpairnrcrrt
u'hcncver events or changcs iu circunrstirnces irrdicittc thll the carrying anlount of an asscl urirv llol be rccorcrablc.
Recoverabiliq, of the long-lilcd assel is rneasrrred b1' l conrparison ol the carryirr-u iunouul of tlre itsset to firlrrre
Lrndiscorrrrted nct cusl) florvs expected to bc gcrtcnttcd bY lltc irssel. Ilsuclr lsscls ilrc considcred to bc inrpriled. tlrc
irnpuirnrcnt to bc rccognizcd is nrcasulcd b1' tlrc unrounl b\' \\'hich thc currf ilg iurrount ol thc rrsscts cxcccds thc
cstinlated[airvllueoftheassets. Assr'tstobedispose'dofarcreportlrblelttheloseroftheclrSinganrountorlair
lalue. less cost to sell.

Transl'crs ol' Iiuancial asscls

The Blnk accorurts for trmrsfcrs and sen'iciug of financinl irsscts in nccordarrce u'ith FASB ASC 8(r(). Transf-crs of
financial asscls lrc itccorrrrtcd lor rts s:rlcs oltlv ulrcrt conlrol ovc[ tlre asscts has bccu surrcrrdcrcd. Conl.r'ol ovcr
tnrnsfcncd asscls is dccrncd to bc sun'cndcrcd rrhcl ( l) tlrc usscts huvc bc'cn isollrtcd lrour tlrc Blrrk (]) lhc
trrrrsfcree obtains the right (fi'ec of cordilions tlral construrirr it fronr takirg udrartage ol- that liglrt) to plcdgc or
cscharrge the n'ansferred asscls lnd (.r) the Burk does uot rlairrlain elfcctir,c control over lhc transfeu'ed assets

llrrough au ilgreer)rcnt lo rcllurchitsc llrcnr bclorc tlrcir rnalrrntr'.

Scgmrnt Rr:rlrlrting

FASB ASC rti0-,\'r,grrrcnt llqxtrtitt.g. cncourrllcs nonpublic u'ntitics to report sclccted irrlornurtion irborrt opcrltirtg
scgrncnts iu its financial ru-ports issucd to is slrarcholdcrs. Bltscd orr llrc irurlvsis pcrlonrrcd bl,tltc Barrks.
ruanagenlcnl llrs delerrttined thal thc Bar*s hlrre'onlY or)e opcrating scgnrent. ultich is corunurrillr biurkirrg. The'

chief operating decision-rnakcrs use consolidated resuhs lo rnalie operaling and strategic decisiorrs. arrd llrerefore.
are not required to disclosc arrv additiorull segmcnl irrlorrtratron.



NOTE I - SUI\II\IARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Restrictions on tliyidends

Dividends rnay be paid so long as the bark uuintains at least a 77o capital to asset ratio ard do nol exceed cunenl
year's net eamiugs.

Reclassifications

Cenaiu reclassifications have been madc to the 2017 fiuaucial statelllent presentation to correspond to tlle curcllt
year's fonnal. Total equity and net income are turchauged due to these reclassificatious

Subscquent events

The Corporation has evtrluated subsequerrt events tlu'ough Jauuary 10.2019. the date u,hich the financial statenreuts

rvere available to bc issued. Based on FASB ASC 855. the Corporatiol has detemrined that no material subsequeut

cveuts have occurred llrat u,ould affect the iufonuation presented in the acconrpauying financial stalcmertts or
require additiona I disclosure.

Neu' Authoritative Accou ntins Guida nce

FASB Accounting Stardards Update (ASU) No.20l4-09. Rerentrc Jhtnt Cotrtroc'ts vitlt (irstorners (Toltic 6061:

ASU 2014-09 is intended to clarify the priuciplcs for recogrizins revenuc. and to develop comlnou reveuue
standards ald disclosure requirenrenls that rvould: ( I ) renrovc iucousistencies artd rveaknesscs irl revenue
requirements: (2) pror.ide a ruore robust framework for addressing revenue issues: (-i) inprove cornparability of
reveuue recognitiou praclices across entilies. hdustries..lurisdictions. and capital nrarkets: (4) provide nrorc useful
infonnation to users of filaucial stateureuts tluough improved disclosures: urd (5) siurplify the preparation of
financial stateDrents by reduciug the nrulber of requireurerts to \\,llich an enlity mus( refer. The gnridance affects auy
entity lhal either eDters into cortracts with custoruers to transfer goods or sen,ices or euters iuto contracts for the
transfer ofnoulurancial assets. The core prilciple is that an entity should recognize reveuue to depict the trarsfer of
promised goods or senices to cnstoDlers in an arnouut that reflects ile cousideration to rvhich the entity expects to
be entitled in exchalge for those goods or services. The -euidauce pror.ides steps to follow to achieve the core
principle. An ertity should disclose sufficient infonnalion to enable users of finalcial staternenls to understand the
nantre. alnount. tirnilg and turcertailty of revenue and cash flou,s arising from confiacts rvith custolrers. Qualitative
aud quantilative iufonnation is required regarding corltracts with custorners. siglificant -iudgureuts and clranges iu
judgruents. urd assets recognized lron the costs to obtain or flrlfill a contracl. ASU 2014-09 is effective lor alnual
reporting periods begiruring after Decernber l-5.2018. iucluding iuteriur periods thereiu. u,itlr early adoption
penuitted. Siuce the guidalce does not apply to revelue associated rvith financial instruDrerts such as loarts and
investurents, rvhich are accouuted lor under other provisions of GAAP. The Corporation a-nd Banks do not expect
this accounting staldard to iurpact ilterest inconre. their largest coruponeDt ofinconre.

FASB issrred Accourting Standard Update (ASU) No.2016-02. Leases (Topic tl42) ASU 201(r-02. arnoug other
tlrings. requires lessees lo recognize most leases on-balarce slteet. ilcreasiug reported assets and liabilities. Lessor
accoturting reuraius substantially like current U.S. GAAP. ASU 201(r-02 will be effective for the Corporation and
Banks on January I . 2020. The Corporatiou and Banks are currently er,alualing tlre iurpact of adoptiug ASU 20 I 6-02
on the consolidated f,trancial statenents.

FASB issued ASU 2017-08. Receiwbles - Nonrcfundable Fecs and Othu Costs (Topic 310). ASU 2017-08 shortens
the aurortization period for cer(aiu callable debt securities held at a premium to require such preuriunrs to be

arnonized to the earliest call date unless applicable Eridance related to certain pools of securities is applied 1o

consider estinuted prepaynents. Uuder prior guidalce. eDtilies were -generally required to amortize premiums ou
individual. non-pooled callable debt securities as a yield adjustuent over the contractual life of the security. ASU
2017-08 does not change the accounting for callable debt securities held at a discount. ASU 2017-08 will be
effective for the Corporatiou ald Banks on January 1.2020. with early adoption pennined. The Corporatiorr and
Bunks arc cun'crrtly cvaluating tlre irnpacl of adopting ASU l0 l7-0ti on tlre consolidatcd financial statcnrents
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NOTE I - SU\Il\lAR'l'OF SIGNIFICANT ACCOUNTING POLICIES (continuctl)

New Authoritative Acrounting Guidancc (continued)

FASB issrrcd ASU No.20 l6-l-j. l:itttutcittl ltrstrtrtttt'ttls ('relit ltt,stt'.s l'l'o1tic'-|)6t: ASU l0 l6-1.1 is thc firul
guidrncc ou the rre\ cun'cnt cxpccted credit loss ("CECL") rnodcl. ASU 201(r-13. irrnon! other thines. requires tlre
incurred loss irttpairrlent rnelhodologl, in cun'enl GAAP be replaced rvitlr a nrr'tlrodologr thrt reflccts r.'.r.pe'cted

credit losses irDd requires corrsidcraliorr of u broader rangr"- of reasorrable and supportable inlorrrrirtior) lo estiniatc
hrtulc crcdit loss esliulrtes. As CECL cllcornpasses ull finiurcial irssets c;rrried irt irnrorlized cost- the requircrnent
tlrat resen'es be estlblishcd blscd on urr oruanizirtion's reasonuble artd srrpportable estimate ol-expcctcd crcdil losses

extcnds to bc lreld lo nraturitr'("HTI\4") debt securities. ASU l0l(r-1.1 anrerrds the lccounting lol credit losscs orr

avlilablc-lor-sale sccurilies ("AFS"). uhcrebl,crcdit losses urll bc plcserrtcd as al ullou'arcc as opposed to u'ritc-
dos,rr. In addition. CECL u ill nrodily llre' accorurting for purchased loaus u'ith credit dcteriorirtiou sincc
organization- so tliilt reservcs irrc establislrcd rt tlre date olacquisitiol lor purchased lolns. Lastlt'. ASU 2016-11
requires cnhlnced disclosures on tlrc siglrificilnt estil)rates trud.iudgnrenls r.lscd 10 estinrale crcdit losses. lrs rvell as orr

thc credit qualitl,and urrdcrl'riling starrdards of ar orgauization's porlfolio. Thcse disclosurcs rcqrrirc orgar)i/illior)s
to prcser)l thc currenlh' required crcdit quirlit.r,disclosures dis:rggrcgltcd bv tlrc )'elr of ori-uiuation or virrtugc. ASLI
201(r-13 allou's lor u urodified rctrospectire approach u,ith l ctruurlatiru- efl'cct ad.iusturelt lo the ballulce slrecl upon
ldoption (chargc to rL-tairlcd cunrin-us irrstead of irrconrc slirtcr)lcr)t). ASU l()16-l.i u'ill be eflcctivc fol tlrc
Corporation and Banks ou.lanuaq, l. 102 l. arrd carlY trdoption is pcrnritted. I\'larrugcnrenl anlicipirtes recouniziug a

one-tiurc cunrulativc cffcct ad.iustmenl 10 the allou,ance for loarr losses irs of thc firsl lepoilir)g pcriod iu uhich tlrc
rle\\ stiurdilrd is cffcctirc bul carruot -\/cl cstinriltc'thc nrur:nitudc of tlre onc-lin)c adiustmL-nt or [hc ovcrilll iurpuct ol
tlrc lreu'guidancc on the llniu)cial position. resrrlts of opcnrtions orcash flou's.

FASB isstred ASU No 20 1(r-0 1. "llt'crt,gtrili,trr otrtl llL'.t.\ut'cntL'nt ttl I:ittttttc'itl .lstats utrtl f.irrotrcitl l-iahilitit's."
Tltis ASU addrcsscs ccrtairt aspects ol rccogutition. r))casurclnr'nl. llrcscnlilliou. ilr)d disclosurc ol fir:anciul
inslrunrcnts b.v rnakirrg targcted irnprorenrents to GAAP rs lollou,s: (l) rcquirc eqrritl, investulcnls (e\ccl)l tlrosc
irccourrted lor urrdcr thc equitl' lllelhod o[- irccountiug or lhosc thilt rcsuh iu cousolidation of tlre irrvestce) lo bc
nreAsured at fiir valuc u'itlr clrartgcs irr fair raluc rccognizcd il nct irrconre. Houcvcr. an cntilv nrav choose lo
nlcirsure cquily inr,csnuclts 1l1lt do nol lune readill'dclenriinrblc llrir vlrlucs al cost nrinus irnpairurent. if anv. plus
or utiuus clrartgcs rcsultiu-s lrout obscn'able pricc churges in ordcrlv trilr)silctious for thc idcrrtical ol a siurilar
invcstrncrtl of tlrc saruc issrrcr: (l) sinrplifi, lhc irupainttent asscssulcrrt of cquitv inleslrnerrls rtitlrorrl r'cudilv

irtdicatcs lltirt intpuirrncnt cxisls. irn cnlit) is rcqrrircd to r)lcirsrlrL'thc irrr,cstnrcnt al l'irir rirlrrc: (-1 ) clirnirurlc thc
rcquircrncnt to disclosc thc hir vrluc ol l'irrarrciul instnrnrcnts urcirsrrrcd rl uulortilcd cost for cntilics thirl irrc nol
public busincss cnlitics: (4) clirninntc tlrc rcquircrrrcnl lbr ptrblic busirrcss r'ntitics to disclosc tlrc nrctlrodlsl und
significtrrt irssurnplions uscd to cstinralc thc lirir lirluc thut is rcquircd to bc discloscd [or finlrnciul instnrnrcuts
nrcirsurL'd ilt iulortircd cost on tltc blrlarrcc sltcct: (5) rcquirc public busincss L-ntitics lo usc lhc cril pricc rrotiorr
uhcn nrcirsrrring thc ftrir r,aluc of firrauciirl instnrurcuts lor disclosurc prrrposcs: ((r) rcquirc lln L'lllitv to prcscrl
scpuratcll,irr otltcrconrprchcrrsilc irrconrc thc portiou olthc totitl chirrrgc in thc lirir\rthrc olu liabilitv rcsultirrg fr-orn

ir chungc irr thc instrurncnl-spccific crcdit risk u,lrcn thc cnlilv llirs clcctcd lo lllcilslrrc thc liubilitr, lt ftrir'r'rrltrc irr

accordancc u,ith thc lirir valtrc option lbr financial instrulncnts: 171 rcqurrc scpanllc prcsclrtiltiolr of financial lsscls
lnd Ilnarrcial liirbilitics b-v nrclsurcnrcrrt cirlcgon, lnd lonr ol- finirncill irsscl (thrt is. sccrrritics or loirns uud
rcccivablcs) on lhc balancc slrcct or thc irccornlrlnl,irrg uolcs lo thc llnarrcill stirtcncuts: irrrd (t{)cllrriR'thll an L'nlity
should cvaltralc thc rrccd for lr virlrratiorr lrllou';rrrcc orr lr dclcrrcd ta.\ irssct rclllcd to uvlilablc-lor-sllc sccuritics irr

cornbinltiorr rvith tlrc crrtitl"s othcr dclcrrcd trrx asscts. Tlris ASLI u'ill bc cllcctivc lor tlrc Barrk on -lurruury I. 2019.
Thcadoptiort ol-tlris ASU n'ill not hirlc lr rnatcrial irnplrct on thc consolidltcd financirrl stiucnrcnts.
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NOTE 2 - IN\'EST]\IENT SECURITIES

Thc urnonizcd cost of inrcslr))cnt securities as shorvu in the corrsolidaled stuterrtcnt of financill corrdition rttd tltcir
lpproxinratc nrarkcl \\'erc As follou's;

Hcld-to-Munrritv
Anrortizcd

Cost
Urrrealizcd

Gains
Urrreitlized

Losscs

Fuir
Valuc

Deccnrbcr .1 l. 2() I l'{.

U.S. agertcics
Stirtc ar)d rturricipals

Deccurbcr .1 l. 2o l7:
U.S. rgcncics
Stltes mrd nrunicipals

S 13-11 I -1,17 S s (t(-5-r.-\09)

s45..177)
s +2.579.4.11

9'.s 1.1.69197 (r-j9-4t{5
l0l.-(9-1
720.(rll.l

s l'l0.li70.sl2 s 924.211 S (1.700.9ti6) S 140-09-l-l11

s .10.5-s.1.511

l0-1. t -31.202

.1.j1..153

t.934.496
( l9l(.9-57)
( l7l.-s95)

s -+0.687.() | 9
I ()-s.l(9(r. I ()3

S S

I

S 144.(18(r.72-5 S l.l(r(,.949 S (i70.552) S l4(,.5lii.lll

Hcld-lo-nmtrrrity sccuritics carricd irt np;u'oxintltel-v- S1-l.ti2(1. l.+-1 :lt DL-ccrnbcr' .3 l. l0 l S and S3.3.(r2l.li9-1 at

Dccenrbcr' .ll. 2()17. u,crc pledgcd lo sccure dcposits irs rcqrrircd or |:ernrillcd b), lau. Tltc rnarkcl r,aluc of the
plcdgcd sL'curitics u ts S3-1.602. I l{7 arrd S34.0:ll{.t'a-19 rcspcctilcl)'.

Tlrc anrorlizcd cost ud cslinlalcd fair raluc olinveslrrcrrt sccuritics xt Dcceurbcr.ll. lotlJ. bv coutnrcluirl llrlrtr.rrit\,

arc as follou,s:

,Anronized

Cost

Fair
Valuc

Due irr one ),ear or less

Dlre after otte )/eilr througlt fir'e 1'ears
Drrc after fir'e years through ler years

Due after ten yeals

SS .1.330.95 t

-j5.001i.(rll
-l r .525.947
(r l.()0-s.323

-r.i -s4.()lt)
3(r.0ti7.757

4l . I 20.461

-s9.-531.t{8-5

s 140.870.r(31 s 140,09-+.123

Expected nraturitics u,ill difler fi-orn contractual nrirlurities becausc issucrs have the right to call or prepfl)'
obligations u'ith or rvitlroul call or prepal'urent penalties.

I\lauirgeurerrt evaluates securilies for other-thau-lenrporilD,irupainrtent al least on a quanel'l),basis. and tnore
frequeulll,\r,hen econouric or nrarkcl concenrs \\.a[ant such etirluation. Cortsideralior] is gir,cu lo (l) tlre leu-gtlt of
tiure ald lhc exlcnt to t,hich tlre fair lalue has beerr less thiur cost. (2) the fiuaucial cortditiort and rrear-telru
prospects oIthe issuer. and (-i) the inleul irnd ability,of tlre Banks to rclain ils investnreut in the issuer for a pcriod of
tinre sulllcierrl to allour for anv anlicipalcd reco\iery in fair value , Tlre unrerlized losses relate principally to cun'ent
inleresl rates for sinrilar 5,pes of securilics. In anirlvzing an issuer"s financill conditiol. ruauager)rer)l cousiders
utether ilre securirics irre issued b1" tbe fedcral govenuucrl. its ugencies- or-olher govenullenls. u'ltether dou'ngrldes
by bond rating ageucies have occun'ed. and thc rcsults of revicu's of tltc issuer's financinl coudition. As
luanaseurent has rlrc ability to hold debt securities for tlrc foreseeable futurc if classified as aYrihble for sale. rro

decliues arc deenred to be otlier-thiln-leurporary.
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NOTE 2 - IN\/ESTMENT SECURJTIES (continucd)

Infonnation pertaining to securities u'ith gross ruuealized losses aggregaled by ilrteslrnenl ciltegot] and length o[
linre that iudividual securilies have been irr a conlinuous loss position. are as [o]lou,s:

Less tlran 12 months 12 uronths or rilore

Fair
Value

Urrealized
Loss

Fair
Value

Uurealiz-ed

Loss

December 31. 2018:

Held-to-Malurity
U.S. agencies
States and nrunicipaJs

Deceurber3l.20l7:
Hcld-to-Marurity

U.S. agencies
Slates aud ulruicipnls

S 2.1)?5.109
23. I 84.5 ti3

_s2.487

3 62.(r I5
23.165.320
17.942.r{-j4

80-r.(,]2
.ltt2.t{62

S S S

S 26.1(,9.(192 S 4t-5.t02s41.108.154s1.285.8r{4

S (r.523.07|t

3.17r.7t4
_s0..144

I _s.698

7.772-O(t5
l -s.890.426

148.(rl3
I _55-897

S S S

s 9.694.192 S 66.042 S 23.(,(12.491 S 304.5 t 0

n*OTE 3 - RESTRICTED STOCK

Thc invcslrncl'rt irl rcslrictcd stock is as follovys

Tcxas lndcpcrrdcll Baukcrs Banks
Bankcrs Barrk of thc Wcst

Dcccnrbcr ll I

201 t( 2017

S I00-(x)0
149.1{0-5

s l(x).()(x)
149.t{o-s

S 249.805 S 2.t9.li()5
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NOTE 4 _ LOANS AND ALLO\\'ANCE FOR LOAN AND LEASE LOSSES

Tlrc corrrposition olrccorded irn'eslnrcul irr loarts und lease-s b1'scgntr'ttt is us lollous

20 ls
Dcccrrrbcr .1 I

2017

Securcd by rcal cslate

Agricu lnrral

Cornurcrciirl

Corrsurner

Lcss dcfcrrcd loau l-ccs

Lcss allouuncc lor loln losscs

S l5ti.l{.15.79ti

-i.l{ 1.3.901

ll.(.-s6.9-17

6.(rNl.l lli

t.17.5 j().9()7

5.1 li.45rl
16.(r(i9.()j 1

9.t-s9.3I5

S

l9-1.(X)9.S(,5

( 13-1.-12(r t

(-1.1 x-t.0-54)

l7l{.;172.709

(2t +.7.11 )

( 1.r(?s.714)

s ll(9--191..]l(-5 s 174.309.211

susccpliblc 1o tllrcr'prinriu\r risks: trorr-paYrncnl duc lo iDCon)e loss. ovcr-exlcrrsior of crcdit arrd. n'lrcrt lhc [rolrorrcr'
is unlble to pal,drrc to lr shortftrll iu lhc'collnlcnrl rahrc. Trpicallr'. non-pavr)rcnl is duc lo loss ofjob und uill lollos'
gencrll ccorrornic trr'-r)ds in thc nrarkctpluce driren prinraril_r,b),riscs il tlrc urrcnrplol'rnent nrtc-. l-oss oIcollatcntl
vlrlue cun bc drrc to nrirrkct dcmand shilts. darnlrse lo colllltcrlrl itsclf or u corubiuulion of lltc t\\'o

Problcrrr colrsunrcr loirns urc gclL'rirll), identified bl,puy,nrerrt lrislory,of llte borros'cr (dclirrqucncl'). Thc Bilnk
lnilllil!.lcs its consunrcr loirrr port[olios by rnouiloring dcliuqucncv und cortluclir)g bon'orrcrs lo cncourirgc rL-pa\lncnt-
suggcst rrrodificirtious il appropriate. ilnd. rvherr conlinucd schedulcd pl1'rncrtts bccorttc Lrrtr-crlistic. iuitiltc
rr-posscssion or loru'closurc through appropriltc charurcls. Collittcral lrrlucs rnirl'bc detcnt:iued b1'apprrisals
obtained througlr Barill approved. licensed appraisers. qualified indepcndeut third plrties. public raluc inforurutiou
(bluc book ralucs for itutos). sales in\oices. or other appropriate mcarrs. Appropriate rahnlions are obtaiued 11

irriliation of the credit aud periodicirlly (evcn, 3-12 nronths depeuding on collateral tvpe) ouce repr)'lllerl is

qucsrionilble and the loan lras beerr classified.

Agricultural loansureprinrarilvsusceptibletocredilrisk. Aborrouer'sproductiolardabilin,tosenicedcbtcartbe
affected seriouslv bv rvellhel conditious arrd other nanrral faclors rrot dircctlt,uuder tlteir conlrol. Aside fi'oru
\\'eather conditions- ll)e nrosl signilicaut r,ariables ailcctiu-s agliculnrrirl credit risk arc urarket prices aud

eovernnrental policies. Othcr irnportaul fllclors includc concenu'iltious rld liurited-purpose collilteral.

Couurercial reill estatc loilrrs gencrallv fall into trYo calegorics. o\\'Dcr-occupied aud noll-o\\'r)er occupied. Loitns
securcd b-y ou'ucr occrrpied real eslale arc priuurily susccplible to changes in thc busiucss cortditions of tltc related
busincss. This nruy bc driven by. aurolg other tlrings. industry changcs. geogrlphic business cllilnges. cltlnges irt lhe
ildividual lorlurrcs of tlic business o\\ucr. and -r.lenerfll ecolronric conditious aud charges in business c),clcs. Thcse
sante risks upply to couulercial loans rr hethel sccured bv equipruent or othcr personill prol)ert)' ot uusecured. Losses

on loarrs secured by orvrrer occupicd real eslale. equipruenl- or olher pcrsonal propertY gcrterrlll'are dictaled bt, tltc'

valuc o1'urrdcrlying collrtcral al tlre tirnc oldeftrult and liquidation of tlre colltteral. \\Ilrert deljtult is drivcn b-v issues

rclated specificirlll, lo the business o\\'ncr. collateral values leud lo provide bclter repayrt)enl supporl arrd nrit.v result
in little or no loss. Alternatir,ely. u'lrerr default is driven bl,urore general econolllic couditious. uuderlying collateml
generalll,hrs deralued rnore and rcsulls in larger losscs due to default. Loarts secured b1'uou-os-ner occupied real

esrale are prirnarill, sl.lsceptiblc lo risks associrted u'ith su'iugs in occuparrcv or vacilucy and relalcd shifts iu lease

rltes. rerrlal l'ates ol' room rates. i\4ost oflen these shifts are a result of chanses in gcneral ecol)onlic or nrarket
conditiols or overbuildirrg and lesultanl oler-supply. Losscs are dependeut ou value o[ Lrnderlyiu-sl collatera] at thc

tinre of delaull. \ralues are gL'nerulh, drileu by thesc sanre factors ru)d ir]flucnccd b1- iuterest rales and required lales
of relrrru as $ell as cllilugcs in occupitnc_v- costs.
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NOTE 4 - LOANS AND ALLO\\'ANCE FOR LO.{\' .{ND LEASE LOSSES (continued)

Constnrction lolns. uhether o\\'ner occrrpied. or non-o\\'ncr occupied conlrrercial relrl estate loitns or residentill
developmertt loans. are nol or)l\i susceptiblc 1o tlre rclated risks dcscribed lbore but the added risks olcoustnrctiorr
itself includilg cosl ovcr-nrrts. misutiutltscrueut of tlte pro.fect. ol llck of deurand ol urarket changes experieuced at
liute oI cotrpleliort. Asain- losses ale prirualill' related to undu'rlviug collrterirl lalue and clnnces ilrereirr as

described rbove.

Plobleur conunercial loans rre gerterallv identrfied bv periodrc revieu of finnucial inlonualiou n'hich nuy include
financial stiltenlents. tir\ renrrns. rcnl rolls ud pavurent histon' of the borrou'er (delinqr.reucl'). Blsed on this
iufortlation the Bauk tuav dccidc to lakc artv of seteral courscs ol action including demand for repar.nrenl.
additiolal collateral or guaranlols. itnd. rrlten lepx)1ns'nl beconres unlikelv tlrlouglr borrorver's inconre and caslr

flos'. repossessiou or forcclosure of the undcrlying collirterul.

Collateral values nta)'bc dctcnuined b1'appraisrls obtained tlrrough Bank approved. licensed appraisers. qualified
independelt tltird;rartics. public virlue ittfonuatiort (blue book lalucs fol autos). sales inroices. or other applopriatc
meiurs. Appropriatc laluations are obtained rl inilialior) of tlrc credit aud periodiclllv (ercry .l-ll nroulhs dependiug
ol collateral rlpe) ollce repx).rleut is qrrestiolable ald lhe loirn has beeu classified.

The follorving tablcs suuruarizes tltc activitl,iu thc rllos-nnce for lorru aud leasc losses. and errding balances of
loans for tlre periods iudicated:

Dcccntber .1 I . l0l l{

Rcll Estate Ag'icultural Cournrercill Cotrsunrer Total

Beginnhg Balancc
Chlrge offs
Recoveries
Provisiorr

S 1.7-17.,191

( I I j'11'21

79.t{-58

l(x).(xx)

3.87r{.734
(l 12.19.1t

I 71.-5 l-1

.1.1-5 .( x X)

S 20i.(,.1i 5 5.1t(.1-s9 S

I .,19 I

(90.00())

(r.(r9-i

l{0.0(x)

l,!9.311
(9ti.9-11 I

Itrl.-+69

25-5.( )(x )

S

Endirtg Balancc S] tt0.1.087 S ll5.l3+ S 6-r-1.954 S (rl9.t{79 S 4.lt(-l.(}-s4

Eldirrg Baliurce:
lndividurl ly etaluated

for iurpainuerrt S I(r.-50() S S S s I 6.-5(X )

Collcctivcly elir Itraled
for iurpainncut s 2.7S7.-srJ7 S lts I 11 S 6.14.954 s 629.879 S 4 167.5-5;l

Eudirrg Balance:

totnl loiltts
Indir idual ly elal uatcd

for inrpainuent s _\ 14.907 S S 5 s 5l4 907

Collectivelv elaluilted
[or iurplirurcrrt S l5t{.-1l0.lJ9l S 5.lt-11.901 S 22.6-s6.9{7 S (r.6ti-1-2lli S 191..19.1.9-stJ
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NOTE 4 - LOANS AND ALLO\\'ANCE FOR LOAn* AND LEASE LOSSES (conliuuctl)

Dcccrubcr 1l 2()17

Rcitl Estatc Asricu ltural Corrutrcrc il l Constrnrcr Totul

Bcginuirrg Bulaucc
Clrargc ofls
Rccor,crics
Provisiorr

Errdirrg Birlirttcc

Endilg Birlattcc:
I rtdividrru I ly cr, nl uutcd

lor irnpuinucrrt

S 2.7.1_s.15 3

(29'7 .821)
-15.u07

254 t-sr{

I l.0t((r
96.-s57

ir(i.077
( l41i- l0j )

5-1.i7(r
9t) 991

3.471.395
(44-5.9.i0)

I | 1.2(r9

740.(Xx)

S 9(,.(XX) $ l-slt.9(r5 S S

.294289

S l-737.-191 S 20-3.6i11 S 5-llJ.2-s9 S .rt{9.3.11 5 l.},17S.734

s 6l .231 S S S S 6 I .:11

Collcctivclv c\ irl uulcd
lbr irnpainncnt S 1.676.2-5S S l0l.(,.11 S -s.18.259 S 189.3.+l s l.li 17.-s0l

Endirrg Buliurcc:
lotill loru)s

Ittdividultl lv cval ulrlcd
lor iurpairnrcrrt

Col Icclivcl1, cvirluirlc-d
lor inrpairnrcnl

s I [1 ]4.1 S (rlit{ 9-19 S s 30.19,1 s l.r{41.4n7

S l4(r.407.(r6j S 4.-124.-st)5 S l(,-6(11).031 S 9.119.021 S 176.(130.121

As pun of tlrc on-going ruonitorine oI thc crcdit qrralitl, oI tl]c Burrks' loan portlblio. nrillril-gcnrcrlt trilcks ccrtlrin
clcdit qualitl,indicators irrcludirrgL. but not linritcd lo. trcrrds rclalirrg to (i) thc lo'cl of cfiticizcd iurd classificd loaus.
(ii)nct clrargc-offs. (iii)norr-pcrfonning loirns. irrrd (ir ) dclirrqrrcrrcv u'itlriu thc poil[olio.

Thc Banks utilizcd r risk gradirrg s)'slcnr to assigrr ir risk grudc to euch of its loans. Loitns arc gradcd on il scillc
rrrrgirrg florn Pass toLoss. A dcscription of tlregcrrcral cluractcristics of thc risk gradcs is as lollos's:

Pass I Pass Watch - This gradc rcprcscnts lolns ranging fi'our ucccptirblc to vcrl' littlc ol rro credit risk. Thcse loarrs

tlpicalll, urcct nrosl if rrot all polic)' standurds rcgarding: loan ilrrount irs u pcl'ccnlrgc of collatcral ralue. dcbl
scn'jcc covcragc. profitability. lclcragc. and n,orkilg capitul.

Spccial N4cntion - Tlris gradc rcprcscr)ts "Olher ,Asscts Espccialll' Mcntioncd" in accordaucc rr-itlt
rcgrrlltory guidclincs nnd includcs lorrrs llrat disphl, sourc polcntial u'cakncsscs. s'lrich. il lclt unaddrcsscd. rtraY

result in deleriorrtiorr ol'thc rcpay'nlcllt prospccls lor thc ussct or rlirv irrdequately protcct thc Biurk's position iu thc
futrrrc. Thcse loirns u'arrlnt nrorc thal norrrrill supcrf ision and irttention.

Substirrrdard - This grlrde reprcscnts "Subslandlrd" loans irr lccordlrrcc s'ith rcgulatorv guidclincs. Lourrs s'itlr tlris
rating tvpiculll,exhibit u'cakncsscs tllrl lrlc ucll dcfirred lo thc point thirl repryrncnt is.jcopardizcd. Loss potcntial is

hou,cvcr. nol nccessarilv clident. Tlre urrdcrll,ing collaterul supponing tlrc credit appeilrs lo havc sulficient value to
protcct tlrc Barrks fi'onr loss oIprincipal and accrucd interest. or the loiul lras becn u'ritlcrt doulr 1o the point u'hcrc
lhitt is truc. Tlrcrc is l dcfinite rtccd for a rvcll-dellncd u,orkout/rclrlbilitrtiorr prolrrarn.

Doubtlul -This gLadc rcprescnts "Doublful" lolrrs iu accordance u,illr regulirtory guidclirres. An asset clirssificd as

Dorrbtful llrs lrll lhc rveakncsscs inhcrcnt irr a loln classillcd Substarrdurd s'ith lhe addcd characteristics that tlrc
u'cirknesses nrake collcction or liquidalion in full. based or) cun'entl)/ cxisting lircts. corrditions trrd valucs. highll,
qucstionab['arrd irrrprobable. Pcrrding firctors include proposcd nrergcr, rcquisition. or liquidatiolr proccdules.
capitnl Lr.ie'ctiou- pcrlccting licrrs on additionrl collatcral and financing plans.
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NOTE 1- LOANS AND ALLO\\'ANCE FOR LOAN AND LEASE LOSSES (rontinucd)

Loss -Tl:is grirdc repre'serrts "Loss" louns in accordancc u'ith lcgrlatorv grridclirrcs. A loirrr classificd irs Loss is

corrsidcred urrcollectiblc and of such littlc ttrhre lhirt its coutiuurnce rs lr bankirblc asset rs nc)l \\'flrraulcd. This
classificatiorr docs not nlL-[rn thllt thc loln hlrs irbsohrtch,no l'ccolell'or slh'agc value. brrt rilther thilt it is not
prilclicrrl or desinrblc to delcr uliting ollthe loirn. e\cn though sonle rccoven,nrirv be itfl-cctcd in tlrc luturc. The
ponion of tltc loun that is gritdcd loss slrorrld bc chargcd oflrro littcr thal thc crrd of lhc quilncr in rr'lriclr thc loss is

identificd.

T}c follou'ing rilblcs prcsert errding lourr bltlirrtces b1, lolrr ciltcgorl and risk grlrdr.'lor tlre velrrs irrdicutc'd

Dcceurbcr i l. i() lti

Rcrl Estirtc A ericu lturill Corrtrrre rciltl Consurncr Totltl

Pass / Pass \\/alch
Spccial nrcrrliorr
Substlrrdlrd

S l-llt.(,2t(.15(t
-1.62-5.74-s

6.-5fi ;.1'r11.i lllt(}1-s

s 2l .075.71(6

75.1.225

li16.936

s 6.66-{.61.1

r7 59.1

s 179.791.1 t7
-1..179.97()

9 817 ?7r{

S 15I 422 1

Totirl loltns S l5x.li35.79l{ S -5,1{.11.901 S ll-(i-56.9-17 S (r.6li-1.21 ti S l9-1.(x)9.t((r5

Dccernbcr3l.l()17

Rclrl Estlttc Agricultru'itl Conrrucrcial Consunrcr Tolirl

Pass i Plss \\htch
Spccial rncntion

Substaldard

S ll8.07.l.ll I

+.01l.4r{5

-\..1-15.101

1.745.-16()

l_sx.7:ui

l.l()9.1-s(r

s s t.l.l53.t_s I

t.ril4.2-51
.4tt I ._\i()

9.0ti9.6i3
l.l7l

67 3ll

S l(r-s.261.(r(r5

6.()l 6.1{-16

7. l93.l9t{

S

Total lonns S 147.5-30.907 S -5.11i.,154 S I6.6(19.03.1 S 9.1-s9.315 S 17f.472.709

Oucc a loarr beconres deliuquent iuld repavnrel)l beconles questioDablc. a Brnk collection officer rvill address

collaleral shorlfalls s'ilh tlre borrcu'er and altenpl to obtrin ldditionul collatu'ral. If this is not forthconring lud
paynenl in firll is rulikcll,. the Barrk nill estinrrte its probnble loss. using fl reccr)r valuatiorr as appropriate to thc

runderll,irrg collateral less cstinrated cosls of sale. rud clrarge the lolu dou,n lo the estiuruted ncl realizablc lurount.
Dependirrg on lhc len$h of tine until ultiurate colleclion. the Bnnk mal.revalue the trnderll,ing collateral and takc
additional clrarge-offs as u,arauted. Revalualions nlay occul'as ofteu as eve[,3-l] rnonths depcnding on the

underll,ing collateral and vol;rtilitl of vahres Final charge-offs or recoleries are taken rrlreu colhteral is liquidated
and actuirl loss is klouu. Urrpaid balauces ol loans aftef or durirrg collectiou and liquidation rnaf llso be pursued

tluough lau.suit ilnd iltlachrneut of s'rges or.judgmeul Iiens on borrou'er's olher asscls.
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NOTE 4 - LOANS AND ALLO\\'ANCE FOR LOAN AND LEASE LOSSES (rontinucd)

Thc follo*'ing tublc shon,s thc cldiug balancc of currcnt. pasl duc iu)d uonaccnral loilns bl,catcgory lor thc pcriods
indicutcd:

Dcccmbcr 3l - 2()l t(

Rcal Estalc Aglicullural Conuncrcial Consuntcr Total

Past drrc:

l0--59 days
60-t{9 dlys
>r0 days slill irccnriug

Norraccnral

S s t3.(xxr s S 162.ti50
22.705

S

2.219.r{i5

I 56.(r 15.961

13.0(x)

_s.t{10.902

185.555

6..197.(163

l-;+ I |i.39()

191.591.,17-i22.6_\6.94?

S l5tt.u3-5.79tt Si -5.ti33.902 S 22.(15(r.947 S (r.61t3.21 lt S 194.(X)9.1i65

Dcccrnbcril.2(ll7

Rcal Estalc Agricu lttuul Conrnrcrcill Colrstrrncr Total

Pasl duc:
l0-59 dirys
(r0-tl9 davs
>9() dirys slill accruing

t*tottaccnral

S S s (
S722.171

I t.t46

.i0.2946i{8.949

Totrl pasl duc

Cun'cnt

Total Ioans

1.3(r2.049

l4(r.l6tl.lt58

(rlttl,949

4.424.505 t6.669.033

284.377

t{.1{74.9.1}t

2.335.3 7.s

l7(r.l-17.334

S 147.53t).907 S 5.1 13.454 S I (r.(,(r9.03.3 S 9.1 59.31-\ S lTit 472_709
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NOTE 4 - LOANS AND ALLO\\'ANCE FOR LOAN AND LEASE LOSSES (continucd)

all unrounts duc rrrrdcr thc coulraclual tcnns. Thc follou'ine tables shorv thc rccordcd invcsltucul (finitncial sl[lcnrcrll

bllarrcc). unpaid principal bahncc. lverilgc lccordcd inrcsturenl. itLrd irttcrcst incontc rccogniz-cd lbr itupuircd lortns.

scgrcg.atcd bl,tlrosc u,illt rro rclatcd allos,irncc rccordcd artd thosc u'ith ltt allosancc rccord folthc pcriods

irrdicir(cd:

Dcccrttbcr 1l- j()11{

Rcal Estutc Acriculturll Cornnrcrcial Corrstturcr Total

No rchtcd allou'ancc:
Rccordcd irtvcslrncnl
Unpaid principrl
Avcragc irrvcstnrcnl

Lrtcrcst irrcomc rccogrr ized

S 466.671
,!16.5-s7

.l-5(r.6 I 4

l7.l-50

SSSs 166_611
.l.l(r.5 5 7

45(r.614

1 7.]-s0

6r{.41n
6!{.i50
l(r.-\0()
.10.093

6.529

Allowuncc recordcd:
Rccordcd irtvcslnrcrrl
Unpaid principal
Rclltcd ullorviucc
Avcragc irrr cstmcnt
Intcrcsl incoruc rccognizcd S

6tr.42lr
(rll.l-s0

l(r.5(X)
.l().()91

(r.519 ssS s

Dcccnrlrcl i l- ](]17

Rcirl Estntc Aericultrrrir I Corurrrcrcial Cortsuurcr Total

No relirtcd allorviutce:
Recordcd iuvcslr'neul

Unpaid principal
Average iuvcstureut

Interesl inconre recogrtizcd

S

Allou'ancc rccorded:
Recordcd inlcslnrenl
Unpaid prirrcipal
Relatcd itllon iurce
Average invcslruenl
lnterest iucoure rccoguized S

(r99.353

616.214
(r87.814

.j2.097

.148.-530

146.1)70
(t I .231

27ti.olJ9
2(r.()2(r

S 736.41tt
6r(t{.949
7l,2.710

SS r 1.282

30.19-l
10.78ti

2..1-50

I .467. | 05

1..j95.5 t 7

l-43 I ..112

34 547

4.tt(.53('
146.9',70

(r I .23-j
278.089

76.O26

S

SSSS
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NOTE ,l - LOANS AND ALLO\\IANCE FOR LOAN AND LEASE LOSSES (continuctl)

Iufonuation on pcrfomring ard uonaccnral irnpaired loarrs as thc date notcd is as follorvs:

Dcceurbcr-1 1.20 lt(

Real Estatc Apricultural Coruuercial Consumcr Totirl

Iurpaired perfomring:

Iutpaired rtonperfonuirtg:
Nonuccnul
Accnring troubled debt
rcstrlrcIul'ulgs

Nonaccrual troubled debt
restnrclunllgs

s 6ti.350 s S

S

S

S

s (rli.-l5()

4.16.5-57 446.557

S S t_

Decen:ber 31. 2o l7

Rcal Estate A.rlriculnrral Coruuercial Cortsuruer Totll

Irtpa ired pcrforruing:

I rnpr ircd nonperfornrirrg:
Nonaccnral
Accnring troubled dcbt

restntcludngs
Nonaccnrul troubled debt

restrlrclunIlgs

S 446.970 S, S

Dcccnrbcr 3l

s 446.970

l.t9_s._s t 7

S

616.211 6r{t(.949

S

S

30.t94

S SS

NOTE s - BANK PREt\trSES AND EQUTPT\rENT

Follou,ing is a surrunarv ol'bank prcnriscs irnd cquipmcrl lrl

Larrd
Buildirrg and iruproveurcnls
Funrilurc aud cquiprrrcrrl

Lcss accurnu latcd deprcciat ion

9.9(r6.(Xr-5 5 l().21-s.97li

201 n 2017

s 3.34.+.106

I 1.227.06-s

-s.571.6(.t1

-3.14-1.30(r
I l. l]9.7t( I

-s.4-33. t 74

S

20- t 45.014
( l0.l7t(-9(r9)

t.).1)1 I .2.61

9.6tt I .2tr3 )

S

22



NOTE (, - OTHER ASSETS

Follos'ing is a sunurrary olOlhcr Asscts al

Dclcrcd tox asscts
Prcpaid cxpcnscs
Rcposscssions and otlrcr lsscls

NOTE 7- DEPOSITS

Follou'ing is a sunuuarv olthc bauk dcposils at:

Non-inlcresl bcaring
lntcrcst bcaring dcrnirrrd
Suvings dcposits
Ccrtificatcs ol deposrt

lncornc la\ experse:
Federal
State

Dcccurbcr -j I
20I 8 201 7

S l.(r03.89(r
l(,0.421
2r{0. t 43

l.t)7'7.601
_s9.044

304.462

s

S 2.04-1..160 S 1.341.107

Dcccrnbcr -1 I

201 8 20 l7

S S

S -l-5-5.571.-529 S .it{2.j20.(r(rll

Al Deccmber .1 l. l0 18. the rulturity distribution of ccrtificutes of deposir is ls follou's:

2019
2020
202t
2022
2023 ard thcrcafler

NOTE II - INCOME TAXES

Thc consolidated provision l-or itrcoure taxcs corrsistcd of tlre following at

201 u

s

S 32.547. | 7(r

Decembcr .l l.
2017

S t.498.74t{ S

38I t-s5

l.(r(r(r. I l -s

406.709

I.879.903
373-705

2.0'72.824
( r 37.320)

S

Deferred federal and statc

23
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NOTE tl - INCOI\IE TAXES (tontinuctl)

Tltc prorisiorr lbr fcdcrll lnd slirlc incorrrc tirxcs dillcrs fronr thirt col)rpulcd bv applf irtg lcdcrul lrrd statc stirtutol)
nrlcs to irrconrc bclolc ilrcorrrc tl\ cxpcr)sc. trs indicltcd irr tlrc [ollorvinrrlrralvsis: 

'

Dcccnrbcr -l I

20I ti )017

Ta.r bnsr.-d on thc stirluton' rfltc
Elfcct ol tls-excrnllt incourc
Nondcductiblc cxpcnscs iurd olhcr

Dilfcrcnccs lol srrpplcrncrrtul rctircmcll pluns
Dilfcrcnces ir accountirt'r for loiur losscs

Othcr'

S 1.105.659
(745.2.11( )

l.9ll.l9s
( l.l 9l -(r40)

2()4.74(r

(

S

793 191

2.2-53.60t{ S 1.9.1-s.-s0-l

A crrunrlatirr'rL'l dcfcrcd lirr asscl is inclrrdcd irr otlrcl usscls. Thc conrl)oncnls of lhc asscts iu'c irs follo\\s

Dcccrnbcr 3I
2(,ll{ 201 7

s 5i-1. t75
l.()(r4.0:ltt

-5.(r73

717.10r{
t.l l-1.145

2-5,948

S

t.603.r{96 S | 977 (r()l

The Blnks lrclictc tl]in l \aluatiol allorvarcc is rrot rrccdcd to rcducc thc dclcrrcd tax asscls as il is nrorc likclv tlun
not that lltc rcsults o[ lulurc opcralions'rvill -ucneratc sufficicnt taxablc iltcorrtc to rcrlizc thc defcrlcd tax asscts.

NOTE 9 - RETIRE]\IENT PLANS

Thc Banks spoDsor a -1()l(K) Plurr in u'hich sLrbsturtialll'all enrployccs uray purticipatc. Participants tlra-\/ corlributc
l portiorr oI their con)pcrsltiou srrb.icct lo ccrtaiu Iirnits bascd on fcdcral tax luu,s. The Barrks contributc to
curployccs bascd on il pclccnta-gc of thcir iulnual sahn,. The Banks cxpersc lor thc phl q,as 5262.17-5 lor f0 l8 arrd

52-59.249 lor 2017.

TIrc Biurks have supplcnrcntll rclirerrrcrrt plarrs lor kel,cxccr.rtivcs. Thcsc plirus lrc nou-qualificd dcfincd bcucfit
plaus aud ure- ursecurcd aud urthrnded. Thc Bar*s llrve purchascd irrsulancc orr thc lites of thc participants and
iutcnd to hold ilrr'sc policies until dexllr as l cost recovcry of llru'Biurks rclircruerrt otrligations. The cash vuhres ol
lhe iltsulaucc policics purchascd to lirnd thc dclerrcd con'lpensatiou obligltions und thc retirerncnl oblipatiorrs rr,erc
S5.420.(r97 and S-5.294.101 irl Dccenrbcr -11. 201l{ and 2017. rcspcctivelv.

S
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NOTE ilr - SHAREHOLDERS'EQUIT\'

Dividcrrds

Thc luuourtt oidividcnds tlrc Bitnks pu),up to tlrc Holding Corporltion is scl irr (r-5'l n s1-11s1 profils.

Cirpital

Tltc Corporaliorr and the- Banks arc sub.jcct lo ruriorrs rcgrrllrtorv capitlrl rcqrrircnrcrrls udnrinistcrcd b), I'cdcral
battkitts agcncics. Firilulc to lnccl tltc rrrilirnrrrrr rcgullrton,crrpitll rcquircrne-rrts ciu) initiirtc ccrtuin rnundnlor and
possiblc additiortitl discrctiortan,rctions bv rcgrrlutors. n'lriclr if rudcrtukcn. corrld hu'c a dilcct uurtcrial cflcct on
tltc Corporirtiort. Batrks lrtd lltc corrsolidllcd l'lnirrrcill sllrlcrncnls. Undcr thc rcgulatory clpital ldL-quilc\/ grridclirrcs
irnd tltc l'cgulirlory lrarrrc rvork [or prornpt corrL'cli\c lcliorl. llrc Bunks rnusl n]cct spccific cirpitirl grridclincs
inrolvirtg quilnlilalivc nrc.rsurcs olthc Corporirliorr's uld tlrc Birnks'irsscts. liabilitics. lnd ccrtail ofl:ballrrcc-shect
itcttts as citlcrrlatcd uudcl regrrlutoD, lccour)ling prilcliccs. Thc'Corpolrtion's lnd tlrc Blrnks'cirpitll anrounts irrrd

classificaliott rutdct'thc prourpl corrcctivc aclior) glridclirres irrc also srrb.jccl lo qualitativc.iudgrnculs b-v tlrc
rc-r.ullltors aboul cornpoucnts. risk rvcightirrgs. und olhcr lltctors-

Quattlitutivc n)casurcs cstlblishcd by rcgulation to cnsurc capitirl irdcqrmc_v- reqrrirc tlrc Coqronrtion and tlrr"- Banks lo
rtuirtlirt ntiniurunr unrounts and rillios of total. Ticr l. {rnd corrunon cquitl,Ticr I cupital to risk-u'ciglrtcd asscls (as

defincd irt tltr,- rcgulittiorrs). arrd Ticl I ca;:ital to lvcrlgc lsscls. I\4unirgcrncnt bclicvcs. ils of Dcccnrbcr 3l.20ll{.
thill lhc Corporatiort iurd ilrc Burrks rnecl ull thc cirpitlrl ldcquacl,rcquircrrcrrls to u'lrich thcl,arc sub.jcct

Thc Ibllosing, tirblc prcserts lctual and rcqrrircd crtpitll lulios ls ol'Dccerrrbcr -1 l. l()lli und l0l7 lbr dre
Cor;lorltion iutd lltc Birrrks urtdcr Bascl lll Clpital Rrrlcs. Thc nrininrrrnr capital ilnrour)ls prcscnlcd includc thc
rnittintrrrn rcqtrircd cupitul as oIDcccnlbcr ]1.l()lli birscd on thc phused ilr prot'isions oItlrc Buscl IllCupital Rtrlcs.
Capital lcvcls rcquircd to be considcrcd rlcll cupitrlizcd urc blscd uporr llrorrrpl conlrctivc uctiorl rcgulalions. us

aurcrtdcd lo rcflccl tlrc clrlrrpcs rrndcr llrc Birscd lll Capital Rulcs.

Tlrc Corporitliort's and tltc Burtk's rcluul iuld rcquircd iunounts arrd ratios are'us lollou,s (dollar aurourrts in
tlrousunds).

Actual

Mirriurunr Capital
Rcquircd - Bascl Ill
Pltasc irr Schedulc

Reqrrircd To Bc
Corrsidcred Wcll

Clpitllizcd
Amount Ratio Amount Ratio Anlour)l Ratio

Dcccrnber3l.2()lt{:
Totirl capital

(to risk-u,cightcd
asscts )

Corrsolidntcd
Brnk sLrbsidiurics

Tier I Capital
(to risk rvcitshted

asscls )

Cousolidatcd
Barrk subsidiuries

Courruorr Equity
Tier I Capital
(1o risk rvcigrlrtcd
asscls )

Corrsolidatcd
Brrrk subsidiarics

Ticl I capital
(lo a\cragc asscls)
Consolidltcd
Bank subsidiaries

s 7l .751
S 6 t .3rJri

19.45q u

2(r.5(r'1,,

s 24.0.5 7

s 2l.1r2t(
9.|i7-5'),r

9.t(75(l'l'
N,A

s 23.1t7

7.875()ir
7.875'h

(r.3 7 5'l h

6.3 75'l u

t'\ A
s tt(.49-l

N.A
I ().0()rli)

NA
lJ.0()0;,

NA
(.-509ir

NA
5 .(X )orir

S (rli.l{-l7

S 5t( rlti2
)l(.f(r",rr
1 5. -1 

(1,1,,

5 I 9.1 N-s

s lti.l05

S (rtt.|i.l7

s 5tt-.1r{2

S 6.\.11.17

s -58.4S2

2t{.1(r9i,
1_5.-10,'o

t_s.5.3 I

t4 t7-s
5

s
N,'A

s 15 027

S

S

N'A
S 21 99(r

I _5.14',,,

l-1.790i,

15

It{.07:t
l7 59(r

4 (X)" o

4 00'ri)



NOTE l0 - SHAREHOLDERS' EQUIT\'(continuctl)

Actrrll

N1iuiururrr CapilaI
Rcqrrircd Bitst-l lll
Pltusc itr Sche'dtrlc

Rcqtrircd To Bc
Considcrcd \\/cll

Cirpitirlizc'd
Arnounl Ratio Artrotrrtl Rrttio Arrrourrt Rltio

Dcccnrbcr'-ll- 20I7:
Tolirl capilal

(to risk-u'ciglrtcd
t.lsscls )

Consolidatcd
Blrtk subsidiafics

Ticr I Crpital
(to risk u'eiglrtcd
itssels )

Consolidatcd
Barrk subsidiarics

Conrnrorr Equitv
Ticr I Capital
(to risk u,eiglrtcd
itsscls)
Corrsolida tcd
Barlk srrbsidiirrics

Ticr I capital
(lo il\er'ilgc ilsscts)
Corrsolidutcd
Burrk subsidinrics

s 6l{..17-1

S 5lJ-t{.10

s I l.l2e
S 10.73(r

s 16.6.19

S l(r.l-51
S (r,s.552

s 56 019

S (r5.5-sl

S 5(r-0I 9

S (r5.-s-52

s -s6.0l9

28. I (r'1o

?4.99,)i,
7.150,,
7.2_S11,,

5.75(t.,,

5.7,stli,

2 ti.7 r)rl,i,

26.25't.i,
9 f 5'1,'

9.2_50i,

N'A
s 12..1I 7

NA
s 17.9t4

NA
I ( ).( )( )(l rr

N,.A
t(.( X )'I'o

NA
6.501.i,

N,A
5.(X),1,,

2li.l6'lo
24.99(1,i,

I l.l9(t
I l.t{r{9

S

S

N,A
s r4.57 r

;4.1-51ir

12.33(:i,
5 tr{.27 I

s tt(.t71
-1.(X)rf ('

4.(X)')r,

NiA
s 12.714

NOTE I I - COI\I l\l ITI\I ENTS AN D CONTIn*G ENCI ES

Thc Corporaliott and tltc Bnnks arc sub.iect lo clairns and llu'suits arising in tlre uorrnill coursc of busincss
Nlanagement- after cousullitlion \\'ith legal counsel. bclictes thc dispositiorr or ultinrate rcsohltion oIsuch clainrs and
lau,suits u'ill rrol lrave a nrlterial adr,crsc elfecl ou lhe consolidatcd fiuancial position.

Tlte Bauks arc sellirg nrortgagc loarrs to thc secoudurl/ nrarkcl. u'hich lhey ilrc coutingcntly liable lor rcpurchase lor
a period o[ up to sir rtrortlhs fi'onr tlrc datc ol salc. Thc cortir)gcncv covers ccrlrilr docunrcnlary and pcrlon]rancr-
rcquirenrcrrts. As of Dcccllrbcr 3l.20lt( and 2017. loans sub.icct to this corrlirrgent liability totalcd S(r.(r(r9.5tl(r and
S I 0.0-5 t(.81{t( respeclivcly.

Irt [hc uornrirl course of business. tlrc Bar*s havc oulstarrdiug cormnitrnents lnd conlingcnt liabilitics. sucll as

couxniturenls to cxtend crcdit urd lcttcrs ol crcdil. \\,lilch arc not irrcludcd in thc acconrpanving consolidatcd
financial stiltenrcnls. Tlrc Banlis exposure to credil loss in thc evcnl of rronpcrfonnancc b\/ tlre otlrcr party to lhe
firrlrrcial instnuneuts for cornrnitnrcnls to extcnd crcdil aud lctlers of crcdil is rcpresctrtcd b1, thc contrirclual or
notionill alnount of [rosc inslrurrcnls. Tlre Banks usc thc sarne crcdil policics in nraking such coullliturerrls ls it
docs for instrunrerrls thal llrc included irr the consolidalcd stateruenl of firlancinl condition.

Filmrrcill instrurucrrls u'hosc contrircl ilnror,nlts rcprescrll crcdit risk \\'clc as follous

Dcccnrbcr' 3l
20lti l0 t7

Conrnrilnrenls to cxtend crcdit
Lelters of credit

S

s
S

S

23..1.19.541

279.000
25.000.9(r-1

2(r7.()0()
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NOTE I I - COlll\lITl\'IENTS AND CONTINGENCIES (continucd)

Cornrtritrncnts to cxlcnd crcdit arc as.rccrnents to lcnd to il cuslourcr as long as thcrc is uo r,iolirtion of anv condition
cstablislrcd il thc conlract. Cornlnitulcnls gencrilllv Irarc fixcd cxpilllion datcs or othcr tcnninirliou clluscs aud
nray rcquirc paunent oIa lcc. Sincc nranv olthc cornmitrncnts lrrc cxpcctcd to cxpirc uitlrotrl Lrcirrs dralrr upon.
thc total corturtitntcnt anror.llts do not rtcccssalilv rcprcscnt lululc clslr rcquilcmcnts. Tlrc Barrk cvirlrrltcs cach
cuslorrcr's crcdilwortltirtcss on il casc-by-cnsc blsis Tlrc flttouDl olcollirtcrll oblirirrcd. ildccltrcd ncccssilv b1'lhc
Bauk rrpon cxtcrrsiorr of crcdit. is based olr u)anagcnrcnt's crcdit cvulultlion. Collatcral hcld varics but rrrat,incltrdc
accotnlts rcccivablc. irn crrlory,. propertl lnd cquipnre'ul. lud inconre-producin.s cornnrclcirl propcrlics.

Letlcrs of crcdit lre cortditional cornnritrncnts issrrcd by thc Barilis lo irral'irntce the pcrlonnuncc of il cr.lsrourer lo l
third piur-v. Lctlers ol- credit gcnerirlll, have fircd cxpiration datcs or othcr lcrtrinlllion clarrscs alrd nrav reqrrirc
pr\lnclrl of a lee. Tltc crcdit risk inroh'cd iu issuiug lettcrs of crcdit is esscntialll, llrc sanrc' as thill irrvoh,ed irr

cxtcnding loiu lhcilities lo cuslourers. Thc Barrk's policv lbt'obtairrirrg collltcrirl. and rlrc nalrrrc of sucll collaleral.
is esscntialh thc siuue irs thlt invohcd il nukinp coururitnrerrls to extcnd credit.

The Banks lltve not bccn rcquiled to pcrlonu on ilrr\'firrarrciirl guirlrr)tees drrring thc pasl l\\o velrs. The Birnks
have not ilcurred:ur\. losscs on its corrruritn)enls irr citherl0ll{ orl()17.

Thc Corporatiott has il S5.()00.0()() line of crcdit. ol'ulriclr S5-(XX).(X)() rvas uutrscd ar Dccenlbel' j l. l() lX. Advrnccs
on the crcdit lile are payablc at mirturill,. Dcccnrbcr 1.2019. aud clrl'an intc'rest l'alc of l'l i, ovcr thc natiorrrrl prinre
rirtc. Thc crcdit lirrc is sc-curcd b),a stock ple'dge of tlrc subsidiaries.

NOTE l2 - SIGn-IFICANT ('ONCENTRATION OF CREDIT RISK

Tlrc Banks rccogrrizc thcir prinlul'rnirrkcl iu'cr lo bc u'itlrirr Luna. Dorrir Arrir und Griurt Corurtics of Ncrt lt,lcxico.
Tlrc cconorrric cliutlrlc olthis rrurrkcl irrcu is dcpcndcnt- to a largc dcgrcc. upoll thc succcss of its rgricultrrral lurd
rcal cstalc iudrrstrv busc.

At Dcceltber -1 1.2()lt( and 2017. thc Balks uraintained a diversified loan ponfolio. Thc Banks. as a uralter of
Policr,. gelterltlll,do nol exlertd credil to Artt'single borOu'er or gt'ol.tp of relatcd botTotvcrs nlore tllan 2()'7n 61 ,1la

subsidirries crpital. Slale chartcd bar*s in Nes lr4exico arc lirnited lo loaniug up lo 35"'b of capitul lo ol)e borro\\'cr.

n-OTE l3 - TRANSACTIONS \\'ITH RELATED PARTIES

Iu the norrnll course of bankiug busiless. loars lrc rnade lo executilc olficcrs aud directors of the Banks. as u,cll as

their ll'filiutcs. Such loans are nrade ir thc ordinarY course of busiless u.ith srrbstantially tlre sunle tenlls (ilcludirrs
interesl rales and collateral) as lhose prcr,ailiug at the timc lor cornparable lrausactions u'itlr other persons. Tlrel'do
not il)\rol\/e rnore lhan norrual risk of collectability or preserl other uufirr orable fealurcs.

The follou'irtg is a sunlnrary of related part-v- loan ilclivitv for the ),ear rrolcd

Deceurber 3l
t0trJ 2017

Begiunilg Balarrce
Neu'Loaus
Repayurents

Eudins Balance

S ,1..r50.1(72

I .-361.91 7
( l.-197.270)

4.2(16.tl(r I

99-s.tl4(r
(9I 1.8.1-s)

,(,

s, .1.3t7.-st9 s 4.350.872

The deposits fi'otu execulive officers and dircctors totaled S10.77(r.-s()5 il1 Dcccnrbcr -1 l. 20 ll( lnd Sll.59().3(r7 tt
Deceruber 1l.2Ol7 .

2i



NOTE I5 - FAIR YALUE OF FINANCIAL INSTRU]\IENTS

FASB ASC 8?5. I:iuttttt'iol In.\tnunenl.r, pcnnits culilics to l)rcasurc rnurrv financill iuslnrurents and ccrtlliu othcr
itcrns at fair I'llue. Tlrc ob.jcctivc is to imltrovc firriurcial rcporling by providilg cnlitics u'ith thc opporluttit,v lo
ruitigate volutiliti,irr rcportcd carnir)gs cirused b),urcasulirrg rclirtcd lsscls and liabilitics diffcrcntly u,ithoul ltaving
to apply conrplcx hcdge accounting provisious. Thc- cleclion to use tlrc fair vulue oplion is available u'hctt att eulitl,
firsl lecognizes a Ilnancial asscl orfinarrcial liability orupon erttcrittg ittlo a contnritnrcnl. Subscqucnt chllrtgcs nlust
bc lccorded in carnings.

FASB ASC t{20. Frrn' l'oltrc 14co.ttrrcnt('nls tttul l)i.vclo.trut.r- clarifics thilt lilir valuc is att cxit pricc. rcpresentillg lhc
alnouut thtt rvould bc received to sell au nsscl orpaid to tratrshr a liabilitV itt rn ordcrll'lransactiol bctt'eert u'illing
nrarkcl participatlts. Under tlris grridlncc. hir Yilluc nleasurL'Dlcrts ale ttot ad.iustcd for lrartsaclior cosls. This
grridarrce cstablishcs a llrir r,aluc lricrarclry that prioritizcs the ir)puls lo \/lrhrirlion tcchniqucs used lo tucasule litir
valrrc. Thc hicrarchy sir,cs the lrighcst prioritv to unad.iustcd quotcd priccs irt ucli\,c markcts lol idenlical lsscts or
liabilitics (Lcr,cl I rrcitsurcnrcnls,) and the lou'csl priolil), lo ur)obscnirblc iuputs (Lcvcl 3 mclsuter)renls). Tltc tltrc-c

levcls of lhc firir r,aluc lricrarchv urrdcr lhis grridance arc dcscribed bclou,.

. Lcvcl I - \/aluatiorr, ,o, urr.,r,,-u0,,r0,,,,,., tradcd in aclivc cxcllnuec rtrarkels. \'aluations arc obtuittcd
flom rcadill, availablc pricing sources forrnarkcl tlurrsaclions irrloh,ing idcrrtical asscts or liabilitics.
. Lclel 2 - Virlualiorrs for asscts and liirbilities tradcd in lcss activc dcaler or broker nrarkcts. \/alualions
irrc obtairrcd lronr third partl,pricirrg scn'iccs for iderrtical or conlparable asscts ol liabilitics ulticlt usc

obscrvablc iupurs olhcr tlralr Lcvcl I priccs. such as quotcd priccs for sirnilar assets or liabilitics: quolc'd
priccs iu 0clivc lrrilrkcts that arc nol activc. or olller inputs that rlc obscrvitblc or can be corrobonttcd b1,

obscrvable rnarkct dall lor substuntilllv the full lcrnr of lltc asscts or liitbilitie's.
. Lcvcl .1 - Urrobscnablc inpuls that urc supportcd by litllc or uo utltrkct ilctivil), artd thirt arc significuttt lo
thc lirir vlluc of the' asscls or liabilitics.

A finuucial irrslnrrrrcnl's Ievcl u'ith thc lair r,aluc lricrarclrv is b'rscd ou the lo\\cst lcvcl of irrput that is sigrtificant to

tlte fair valuc rucasurcnreul.

Tlrc t\pcs of instnrrrrents valrrcd bascd on quoled rnurkct prices in llclive nlarkcts includc nlost U.S. govcrnrucnt ilt)d

agcncy sccurilies, Iiquid nrorrgagc products. ilclive listcd equitics and most rnorlc)/ nrarkcl securitics. Suclt

insrnrnrcnls arc -pcucrally classified u,ith Levcl I or Lcvcl 2 o[ thc -[air vllue hicrrclry. As required b),tltis
suidiluce. tlte Banks do uot ad.iust thc quoted price for such tnstnturents.

Thc types of irrslnrurerrls yalued based on quoted prices in rtrarkets tlrat are nol active. broker or dealer quotations. or
alterlali'r,e plicing sources u,ith reasonable lercls of pricc trarsparenc\r include nlosl investrlelt-grade iurd ltigh-

l,ield coqporate bonds. less liquid mortgage products. less liquid cquities. slalc lDunicipal and protiucial obligations.
aud certaitr plrl'sicirl conunodities. Suclr iustrunrerts are geueralll' clrssified u'ithirr Lcvel 2 of the fair vulue
hierlrchv.

Level 3 is for positions tllal itre uot traded iu aclive nralkets or are sub.lect to transler restrictions. r'aluittions are

ad.justed ro reflecl illiquiditl, and'or non-trausferability. and such ird.iustnrcuts are generalll,based ou available
Inarkel evidcnce. hr thc absercc ofsuclr evidcucc. rxanagcnrent's besl eslinrnte is used.

Inrpaired loans are cvaluated aud valued al the tinre the loau is identified as itupaired. at the lo\\'er of cost or ntattct
I'aluc. It4arket \iahte is ureasured based on tlre value of thc collaternl securing llrese loitus turd is classified at a Level
-1 in tlre fair value hierarclrr,. Collatelal uray be real estatc aud/or busiucss flssels includilg equiputcnt. iuvcntory
arrd/or accounts receivable. Tlrc vahre o[real estate collateral is detcnnirred bused orr appraisal by qualified licenscd
appraisers hired bv lhc Bauks. The value oI busiless cquipurent. in\,enlorar' aud accouuts receivable co]lateral is
bnsed on the nct book r,alue oD the brrsiuess' finutcial statenreDts aud. if neccssan'. discounted based ott

lulituilgeutent's revie$, aud analvsis. Appraised arrd reponed values mav be discoultcd bascd or tttanageDrellt's

historical hrou'led-ee. changes in market coudiliorrs fi-onr tltc tiure of valualion. and/or lranasenrelll's cxpertise and

hton,ledge of the client and clicnt's business. Inrpaired lonns irre rcvies,ed arrd er,aluated on at leasl a quiuterll,basis
for additioual irnpairlrenl and adjusted accordin-ely. based on the samc factols identified prcr.iously. Forecloscd rerl
eslalc assets have been valued using a ruar*el approach. The values u,ere detentrlned using nrarket priccs of sintilar
leal cstale assets Goodrvill rv:ts valued usilg the incoure approaclr.

There u'ere uo fair valucs of assets aud liabilities ntcasured ort a recurrine basis.
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NOTE l5 - FAIR \/ALUE OF FINANCIAL INSTRUI\IENTS (continued)

Thc follolving tablc displays the Corporation and thc Bank's asscts and liabilitics that rvere accounted for
or disclosed at fair valuc on a norlr!'currin-g basis as follou,s:

Fair Vlluc lvlcasurcmcnts

Fair Value Level I Lcvel 2 Ler cl 3

Deccmber3l.2()18
Foreclosed rcal estate. net

Goods'ill
Lnpaired loans

Dcccmber 3l . 20I 7

Forcclosed rcal estale. uel

Goodrvill
hrpaired loans

S 556.(XXl

23.l0(:
-198.407

s

S

s

S

q

s

-55(r.000
23. I 06

49tr^407

5I 1.0(rti

33.1()(r

l.7r( t.2_i4

S

S

s

S

S

s

S

S

S

-s l 1.061{

23.1 0(r

I .7lt t.2_s.1

ht accordance rvith tlrc disclosurc requireurerrts oIFASB ASC 82-5. Firmncial lnstnrnrents. drc estirnalcd fair vllues
of the Corpomtion's financial iusmrnrcnts are as lollou's.

Fa ir \ial ue Measurenrcnls

Carrying
\/aluc

Fair
Valuc Letcl I Level 2 Letel 3

Decenrbcr -l l. 201 8:

Filarrcial assets

Cash and equivaleuts
Investment securities
Restricted stock
Loans
Irtterest receir,able

Financial liabilities
Deposits
Interest payable

Credit comurinuents

Deceutber -j l. 201 7:

Finarcial assels

Cash and equivalents
Inveslnrer:t securities
Restricted stock
Loans
Interesl receivable

Fiuancial liabilities
Deposits
IDtercst payable

Credit corunibuents

3_s5.57 t ._529

34.10.j
236 28-5

355.1 l(r.0-33

.14.1 03

22?.912

381.728.1(16

.11.800

s 2.18.378

s 82.,580.284 S

34. I 03

s

s 1 15.993.727 S

2.729.7 t4

31.800

140.094.123

146.-583. I 22

249.805
I 84.519.963

355.1 16.0.33

s 222.912

s

249.80-s

l(r7.661.(r82

.181 .728.1 6(r

S

2.860.224

SsS

S

382.320.(r(r8

31.800
252.680 sS
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NOTE l5 - FAIR VALUE OF FIN.{NCIAL INSTRUI\IENTS (rontinucrl)

Thc crrruirtg. anrour)ts in tlrc prcccdirrg tirblc arc irrcludcd in the'balurce slrecls r.uldcr thc ilpplicablc cilptiolts. The
conlrilcl or norionirl ilnlounts ol thc Birnk's finarrcial instnuuents u,ith of[-blllncc-shcct risk nre discloscd irr the
noles to thc firaDcial sllrlell)e Dts.

Thc lollou'ing nrcthods and assunptions \\,crc uscd bt'tlrc Bank irr cstinrating its lairvahrc disclosurcs for firtartcial
illst11llnenls:

Caslr itrtd caslr cqtrivalents: Thc clnving ilnrounts reportcd irr thc slulenrerrls olfiruurcial conditiorr lbrcash
and cash cquivalcrtts approxinutc tlrose asscls' lair valucs.

Inr,cstnrcnl securitics: Fair valucs lor irrvestnrcrrl securitics arc buscd orr quotcd nurrkel priccs. s'here
avrilablc. If quotcd nrarkct prices arc not lvailablc. lair values arc based orr quote'd nrtrkct prices o[
conrplrable irrstrurncrrls.

Lorns: For lariuble-rlrle loans that rcprice fr'cqucrrtll,and rvith no significanl changc in crcdit risk. fiir
valucs are based on clrryirrg anlorults. Thc ftrir valuc ol fircd-rirle lorrrs arc cslinraled rrsing discounted
caslr flou'lnalysis. blscd orr intcresl rates currenlll,being ollcred lor loans u'ith sinrilar lcnrls to borrou'crs
o[ sirnilar credit qualit-v. Lour lair raluc'cstin]irtes include.judgnrerrts regardirrg luturc cxpccled loss

cxperierrcc rnd risk characleristics. Fair \.alucs for inrpaircd loans alc cstiuraled using discourrtcd crsh florv
lualysis or urrderlvins collatcral r alues. u'hclc applicablc.

Accnrcd irltcrcsl: Tltc ciurt,iug anrount of uccrrrcd irrtercst approxinrlle thc [air valucs.

Deposits: Thc lair lalues disclosed for dcnlrnd deposits arc. by dcfinitior. cqual to thc anror.ult pa1'ublc on

denrarrd irt the rcpoilirrg dltc (lhirt is. thcir ciun,ing lnlour)ts). Thc carrf ing anrounls o[r'ariablc-nrtc. fixcd
tel'ln llloncv urlrrkcl irccounts aud ccrtificutes oldcposit approxiruatc thcir fuir valtrcs. Fair valucs lor fixcd-
r'ntc ccflificates oldcposit arc cstillralcd using a discounlcd cash flo\\'calculal.ion tlrat lpplics irrtcrcst ratcs

curlcntlv offercd on ccnificlllcs lo il schcdulc of aggrcgatcd cxpectcd nrorlthly rnaturilics on tinrc dcposits.

Sholl-tcrrrr bon-owirrgs: Thc clrrying ar)lor.rnts o[ fcdcral firnds prrrclrascd- borrortin-ss undcr rcpurcl]asc
agrccnrcnts. aud othcr short-tcnn borrou'iugs nuluring rvithiu 90 da1,s np,rro^,,rutc fail valLrcs. Fair valucs
oI othcl shofl-lenu borrou'ings al'e estil)rated using discounled caslr flou,attalyscs based on the Bank's
crrrrent increnrcrttal borro$'ing riltes for silrilar l1'pes of bonon,iug arrartger]rerts.

Loug-tenn borrorviugs. The lailrrlue of long-tenu debt (Federal Horne Loan Bank advances ar)d olher
bon'olvings) are estiunted using discornted cash flou, analyses based on tlre Bank's incremental borrou'iug
rales for similar t1,pcs of bon'os'ing arrangcnrents.

OfI-balance slrect credit-relalcd financial instnrrnenls: Fair r,lhres for off-balarrce-sheel. crcdit-related
fiuancial iustnunerrts are based on lees currelrlly chargcd 10 enlel into siuilar agreenrents. considering tlre
rernaining tenrrs oltlre agreenreuts and the counterparties'credit standing.

10
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FIRST NE\1' J\IEXICO FINANCIAL CORPORATION

CONSOLIDATI NG BAL.{n- CE SHEET

DECEI\,IBER 3I.20I8

First Ncu, Ir4c.rico Bank

Dcnrin-p Las Cntces Silter Ciry Consolidated*

,4SSETS

S 42.1(16. 113 S 21.(r95.7tt2

75.10-5.7(rtl 2.1.020.(r I I

Cush and due fi'onr banks

lu\ estruent securides

Im csnr:cnl in subsidiaries

Loans and leases. rrel

Bank prcmiscs aud cquipnrcnt-
llet
lntcrcsl receivablc
Othcr real estalc ourcd
Bank orr.rrcd lifc insurancc

Other assels

Total ,Assets

Deposits
Accrued inter esl payable
OLher lialoilitics

Total Liabilities

Conurrou siock. Sl0 par vnluc
Authorized - l.(Xx).0()0 shares

lssucd - -s2.li()l sharcs

Capital surplus
Retuined earnings

Accurnulated olher
conrprehensivc incorne

Treasury stock - () shares

Total Stockholders' Equi(1,

Total Liabilities and

Stockholders'Equit1'

*-corta ins el irninaling entnes

S 6.-5llLi.(r.1.3

-s[i.4tr2.950
3.979.29ri

l.()4r(.191

80.13t.!-16

1.399.97()

58.91 5.y74
4.024.tilt4

516-tr4l

6-1.1.735

62-j.3.18

s I9.0l0-3tt9
4l .-s44.453

4(t-4(t4.971

1..19t.0t0

s ti2.5tr0.2ti4
140.87().lt-12

tx9.491.385
9.9(r(r.()65

t{32.9 t 8

S 70.t)3l-9(r0 5207.lt{9.7-s0 S112.442.175 Slll.l4-1.40(r 54-33.789-947

LIABILITTES AND STOCKHOLERS' EOU]TY

S S 176.5 t2.029 S 92.5n0.202 S 9-s.3-s9.9:l I

12.241{ 15.40(r (r.449

2.230.072 -3.160..132 2-1t5-712

st55.57 1.529

3.1.10l

9.337-l 352.084.n l0

2-()rr4-lt l0 l7r{-754-349 f -i-7-s5.9.10 97.7t{2-()92 -1(>1.942-7(r7

528.01() 1.2()0.000

2.t{00.fix)
24.435.401

-500-(xx)

t.800.0(x)
11.06t.3!4

528.0I 0

(.ttl.l l9-17068.3 19. l7()

6l(.tl'17-ltlO 2t{.4-35.401 l(r-(rlt6.23-s t-1..16 t-3 t4 (rtl.tt47.l t'i0

S 70.9-11 .99(l S2u7.l llr.75() S I 12.442.175 S I I 1.143.,1()(r S433.71t9.r47
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FIRST NE\l/ I\IEXICO FINANCIAL CORPORATION-

CONSOLIDATING STATENIENT OF INCOI\IE

FOR THE YEAR ENDED DECE]\IBER 3I.2OI8

Firsl Neu'Mexico Bauk

Deruing Las Cnrces Silver City Consolidated*

Intcrcst inconre:
Ilterest and fees on loaus
Interesl on investment securitics

lntelest ou dcposils in balks

s 95.7tt9

12.7-s I

s -5.052.505
2.134.710

88 t .979

s 4.705.7 r4
770.1 lt)
454.084

s 3,tr90.032
I .149.3 l(r

236.784

s t 3.744.040

4.054.13(r

I.-585.598

I08.-s40 tt.069. t 94 5.929.90ti 5.27(t.112 I9.3r{3,774

Inlerest expel)se:

Interest ou deposits

Interest on borrowed Itnds
166.235 I12.748 28.3.898 1.082.881

466.235 .3-32.748 283.898 1.0ri2.88 t

Net interest incoure

Provision lor loan losses

I08.540 7.(t02.95t)

120.000

5.597.1(r0

25.000

4.9t)2.234

200.000

I ti.-300.tt9.3

345.000

Net interest iucorne after
provision for loan losses

Otlrer norrinterest incoure :

Service fees

Other incorne

108.540 7.482.95.) 5,572.160 4.792.234

24 I .918

t64.959

17.95-s.893

1.286.741

401.655

(r43..309

206.588

401.514

60.1 08

849.897 461.622 406.87'7 t.6rr8.396

Expenses:

Salaries and employee benefils
Occupaucy expenses

Other operatrng expenses 370.000

2. I 50,962
401 .18(r

1.826._552

2.21 8.508

3(t9.(t92

1.085.64(r

1.6(r4.825

214.772

r.172.672

6.034.295
985.(r50

1.424.870

370.000 4.378.700 3.673.846 3.052.269 I l.ul44.8l 5

Net ircome before incolne laxes

Federal and slale irconre taxes

(26r.460)

(42.544)

3.954.r 56 2.359.936

95(:.594 659.916

2.146.842

679.(A2

8. r 99.474

2.253.(r08

+-contains eliruinating entries

-t ^1

s 1,700.020 S 1.467.2m S 5.94-5.8(r(rNet income (loss) s (218.916) S 2.997.s62
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FORM FRY6

FIRST NEW MEXICO FINANCIAL CORPORATION
DEMING, NEW MEXICO, USA

Fiscal Year Ending December 31 , 20'18

Report ltem:
1: The bank holding company prepares an annual report for its securities holders and is not registered

with the SEC. As specified by the appropriate Reserve Bank, 2 copies are enclosed.

2a'. Organizational Chart

IOOYo

10Oo/o

2b: Domestic branch listing provided to the Federal Reserve Bank

100%

(LEl: NONE)
Deming, New Mexico, USA

ew

in New Mexico

Five Seven Five, LLC

(LEl: None)

Deming, New Mexioo, USA

Organized in New Mexico

FNMFC is

FNMFC is ManeginE

Arms L€ngrth, LLC

(LEl: None)

Deming, Netfl Mexico, USA

Organized in Netr Mexico

(LEl: None)
Deming, New Mexico, USA

in New Mexico

Silver Gity
(LEl: None)

Silver Cig, New Mexico, USA
in New Mexico

Las Cruces
(LEl: None)

Las Cruces, New Mexico, USA
in New Mexico
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FORM FRY6
FIRST NEW MEXICO FINANCIAL CORPORATION

Fiscal Year Ending December 31, 2018

Report ltem 3: Securities Holders
(1 XaXbXc) and (2)(aXbXc)

Current securities holders with ownership, control or holdings of 5% or more with power to vote
as of fiscal year ending 12-31-2018.

(1Xa) (1Xc)
Name

(1Xb)
Country of Citizenship

or lncorporation
Number and Percentage of

Each Class of Votinq SecuritiesState

Gertrude Kretek
Deming, NM 88030, USA

Geraldine Kretek
Deming, NM 88030, USA

Frank Kretek
El Paso, TX 79912, USA

The Kretek Corporation
Deming, NM 88030, USA

Charles Kretek
Deming, NM 88030, USA

Leon J. \A/hitaker Revocable
Trust
Richard Patterson Trustee
Deming, NM 88031, USA

Triadic Enterprises
Retirement Fund
Richard Patterson, Trustee
Deming, NM 88031, USA

Richard Patterson
Deming, NM 88031, USA

USA

USA

USA

USA

USA

USA

USA

USA

1835 3.48% Common Stock

1284 2.43o/o Common Stock

527 1.00o/o Common Stock

250 0.47o/o Common Stock

20 0.04o/o Common Stock

---3e16-- 7

1300 2.460/o Common Stock

3051 5.78o/o Common Stock

1075 2.04% Common Stock

@@



FORM FRY6
FIRST NEW MEXICO FINANCIAL CORPORATION

Fiscal Year Ending December 31, 2018

Report ltem 3: Securities Holders
(1 XaXbXc) and (2)(aXbXc)

Current securities holders with ownership, control or holdings of 5o/o or more with power to vote
as of fiscal year ending 12-31-2018.

(1)(a) (1Xc)
Name,

City, State, Country

(1)(b)
Country of Citizenship

orl
Number and Percentage of

Each Class of Votinq Securities

Frederick Sherman
Deming, NM 88030, USA

Janie JonE Sherman
Sante Fe, NM 87501, USA

Jan Sherman
Bayard, NM 88023, USA

Benjamin Sherman
Silver City, NM 88062, USA

Jerah Sherman
Deming, NM 88030, USA

Jakub Sherman
Deming, NM 88030, USA

John Sherman
Silver Cig, NM 88061, USA

F & J S Limited Partnership
Deming, NM 88030, USA

Sherman Family Foundation
Deming, NM 88030, USA

USA

USA

USA

USA

USA

USA

USA

USA

USA

3743 7.09% Common Stock

623 1.'l8o/o Common Stock

500 0.95% Common Stock

168 0.32o/o Common Stock

O.52o/o Common Stock

0.52Yo Common Stock

0.27o/o Common Stock

4.95o/o Common Stock

0.27o/o Common Stock

8480 16.060/o

276

272

140

2616

142



FORM FR Y.6
FIRST NEW MEXICO FINANCIAL CORPORATION

Fiscal Year Ending December 31,2018

Securities holders not listed in (3)(1)(a) through 3 (1Xc) that had ownership, control or
holdings of 5o/o or more with power to vote during the fiscal year ending 12-31-2018.

(2Xa) (2Xb) (2Xc)
Name Country of Citizenship Number and Percentage of

City, State, Country or lncorporation Each Class of Voting Securities

Not Applicable
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