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- SELECTED FINANCIAL INFORMATION

{tn thousands. except for per share data)

RESULTS OF OFPERATIONS 2000 1999 1998
Interest Income $ 6708 $ 5157 % 4,660
Interest Expense 3,119 2,161 1,858
Met Interest Income 3,539 2,996 2,802
Provision for Loan Losses 362 101 62
Cther Income 319 268 285
Other Expenses 2,819 2,500 2462
Income Befare Income Taxes 727 G663 543
Income Taxes/(Benefit) 276 181 74
Met Income 451 472 4649
PER SHARE DATA*

Met Income Per Share 0.32 0.37 0.38
Book Value Per Share 4.23 3.95 3.67
BALAMNCES AT YEAR END

Total Assets 78,741 53,280 51 874
Loans (Met of Loan Lose and Unearned Income) 70,740 45 741 35,446
Total Deposits G3.551 47.330 46,994
Shareholdars’ Equity 8,207 5,086 4,574
SELECTED STATISTICS

Eeturn on Average Assets _ 0.68% 0.80% 1.01%
Return on Average Equity F.87% 9.71% 1M1.16%
Averane Equity to Average Assets 8.60% 9.21% 8.37%
Met Interest Margin to Average Assets 5.45% 5.68% 6.12%
Interest Income to Average Earning Assets 10.18% 10.15% 10.50%

COMMON STOCK TRADING INFORMATON

Fiscal Year Ended Dec. 31, 2000 High Low
Fourth Guarter Fa7e F2.25
Third Guarter 3.94 3.25
Second Quarter 4.00 1.50
First CQuarter 12.00 1.50

Fiscal Year Ended Dec. 31, 1238 High Low
Faurth Quarter $4.19 2275
Third Cluarter 550 3.00
Second Quarter .58 3.13
First Quarter 4,38 2138

“The mank did an 17 for 10 sfock spiit an Decambear 28, 2000, The Per Share Usta far 1989 aoif 1885 weee aillusted
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American Pacific Bank

Since 1979

INTRODUCTION

American Pacific Bank was organized and continues to operate under the
laws of the Stace of Oregon. The Bank is repulared and its deposits are
insured by the Tederal Deposit Insurance Corporation. American Pacific
has traded within the NASITAC system (Symbal AMPRE) since 1989,

American Pacific Bank was lonmed in 1979 w provide banking services ro
the tural communities of Aumsville and Mill City, Oregon. Since that
rime, the Bunk continues wo evolve from irs beginnings as a small commu-
nity Bank info an institution with the strength to huve an impact in the
finarcial cotmmunivy encompassing the Pacific Rim. The scope of the
Bank has increased to satisfy not only the needs of the people where it orip-
inated, but alse to provide real esrare, commercial, and personal lending,
as well as credit card services throwghout Oregon and Southwesr
Washineton. Fxecurive offices, including a full service lending oftice and a
main branch have been established in che financial district of downrown
Portland.

Today, the Bank has a repuracion of providing friendly, personal and effi-
cient service to customets living throushour Cregon and  Southwest
Washungton i the areas of construcrion lending, commercial loans, per-
mancnr morgages, husiness [inancing, consumet loans, credit cards and
Jdeposit setvices. The Bank relocared 1o irs new headquarrers in the finan-
cial district of downtown Porland in January 2000 and also provides tull
Internet banking and hill payment services to ity customers through its
online delivery channel, American Online Bank. On March |, 2001, rhe
Bank opened irs new Wood Village Brunch in Wal-Mart on the Eust Side
of Portland. Amecrican Pacific Bank’s future will continue to be character-
ized by continued growth and proficabilive
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Message from Chairman and President

February 28, 2001
[ear Shareholders and Friends,

We huve concluded anocher vear of excellent developments and advance-
ments here ar American Facific Bank, Loan production, deposies, assets
and gross revenues huve all prown consistentls

The Bank cxpanded in three arcas. The first s our recenrly formed
Business Lending Diviston, which will participate in the thriving small
busines: lending marker of the region. The second is our online banking
delivery channel, American OnLine Bank, a [lull-service internet branch

designed o bring our cusromers the latest in rechnology and convenience, "Bridging ple
Furthermore, we have pursued and achieved another goal in our 5-Year ties theouoh the Bank's
Plan by finalizing the prepararions for our new Wood Village Branch, As
of today, we have commenced operation of the branch, which is located in
the new Wal-Marr in Wood Village, With the new branch, we are extend-
ing our services and coverage through Gresham and Ease Porrland, By
means of these three new facets of American Pacilic Banlk, we are enbance-
ing our service traditionally, clecrronically and geographically,
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The Baul's assets increased 48% ro 57587 million in 2000, Net earnines
after axes for Fiscal 2000 were $45C,635 or $0.32 per share, as compared
to 5472078 ar 3C.37 per share, reported for the prior fiscal vear, This is a
result of higher Federal und State Income taxes provided (5275,195 v

190,300 — a 49% increase), additional expenses for opening the new
Portland Headguarters and Main Branch, addicional expenses for the
design and implemenrarion of the Online Banking delivery chamael, and
starl-up costs for the new Business Lending Division. Tlowever, the DBank's
net inrerest income increased by 20%, total net income belore taxes
increased by 10%, loan producrion increased by 35%, and deposits
increased by 34%, Despite the larger lax cxpenditure for fiscal 2000, the
Bank s performance was much stronger than the previous year ay exhibit-
ed by the srowth in both loans and net interese income.

As we move forward e 2001, we anricipare continuing our record of
strong growrh and improving on both our mnovative on-line banking and
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teaditional individual service and arrention. We thank you for vour con- Combining electrimi
tinued support and confidence, han king wich i Erdicingd
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AMERICAN PACIFIC BANK
BOARD OF DIRECTORS & MANAGEMENT

BOARIDY OF DIRECTORS
Fai Ho Chsn: Cheormn of the Bigrd

Fawed in Tlong Kong, where he was
educared ar S0 Joseph College, Mo
Chan meved w Englund and praduated
from Morthwesrern Polytechnic with 2
degres i hesiness management s
conuneree, He entered che linuncial
community 4 an nvesoment hankear
and eventually hecame rhe principal in
w Hong Kang besed securities .

Mo Chan Lecame Chairman  of
American Pacific Bank in L9ET7 wion il
wly sl called Sanvisan Valley Bonk srul on the veree of failoe,
He azsembled a complerely new management remm and immedi-
araly hesan a resrrocnuring provess. Thar process has evolved 1o
thie pednt where teday thie Bank’s sseecs v growrn e 59 mil-
livar to well owver $78 million; che symificant loss posicion of
1936 has turmed insa a profir, and the zecurities crade wirhin the
MASIYACY svatem.

Mr Chan i oequally ar home in the business world of rhe
Ulnired Srares, Canads, Eorape, and rhe Far base. He brings
irealualle expertise onoan temnationa level o Anerican
Pucific Bunk,

Fraseic ' hens Prestdery, Chinl Ryeciaies Cioer
el Memnber of the Bugrd of Divectors

Wi Chen kegan his career with rhe
Sutivnal . Bank ol Commerce {laler
called  Ranier Bank) o Seattle,
Washungton in 1966, In 1970, he
grvered (he pullic secior serving as the
Finanee Direelor for variouws wnsicipal-
itics. The most recent of these was the
ciry of Beavertnn, Orepon where he was
directly responsilile Tor managing the
ity's 300 million annus] budger. He was
appainted by President Reagan's admum-
istraticn toan administrarive peat wirh-
it the Farmers Home Administeation of the LS. Department of
Aprronliure i 1955, ond wssumed the pesition of Orepon Stuc:
Dhirecror, Llnder rhe adminiztrazion of Presidenr Tash, he was
elevarad 1o rhe position of Associale Adminisrator i
Woashiton, DG I that capacity, he assisted  the

Avlministraror m manarme che Tedern] Government’s clief
£ (=4

agricuirire and oural developmenr agency, with more than
T ervplovess, 2200 liel] olfives nationwizle aned o loan
suerilolio cxccedioe $30 billion, with an wonval budger of

approsimicely $10 Killian,

wle Chien eveived his Muster ol A in Political Scivnce o
Lhe Univorsity of Oregon, his Bachelor of Arts in Mathemarics
from the Universiry of Washingron, and a Bachelar of Arrs in
Fuhlic Adminisrracion Do the Taiwan Soavianal Chone Haing
Loniversivy: T saldicion te by cosponsibilites witdy twe Bade,
bele Chen was appoineed by Orvegen Governer Kitzhaber te
serve a3 oa Looammissioner for rthe Inrernarional Trade

Loamniizaian.

Fernge W an Clinnn Mernber of the Boasd of Divectors

[org Weaan Uharg knowen a= Tony Chan,
bewars his carcer #s ab investioend
banlker specializing in Asian cquity
financial  producrs for Peragrine
[rveestment Holdings Liniied (°71HL) in
Hunwr Foge, Mr Chane was one of four
people rexponsble for soructuring and
markaring for Peregrine Derearives, a
subsidiary o IHL. which produced
aomal Tecurring profits of 520 o B30
millicon,. Mare recently, Wr Chan
wiorked 45 oan lowestment Baoker Lor
Commeesbank, Globul Equitics, where be was involvied in the
cstablistnpent of o new regional hisines: cenrer in Tlong Kong
fow the Uilehal Bouiries Division, Since [ole 17999, 3 Uhan has
workeed foe Arperican Fronweer Fieanciul Corporition us un
lrvvestiuent Bunleor speemlizing in the coordination of the
Compmv's high tech and emerging Incermer ralared atraregic
funding actiwries.

Alexander T Kereling Mamber af the Soaed of D ¥vecors
2 \

Wr. Kewelin has served on the Board of
Idvectors since THAE. He haz leen
fvalved in the fnancisl cotnnumity
sinee recelving his MBA O in
Tnrerrarional Trade and Finance from
the Liniversioy of Puger Soond. He s
sorved ws 4 oconsulianl v lamge publicly
oraded compunies, foreiom hased srock
exchanges, and privace husinesses since
Coarching Big own liem i 199720 Booguse
of Mr Forelinks experionce and  edus
catien, he continues o provide the
senor management of rhe Bank wirhowaluakle thpor resanding
day o day aperations s e obdeclives.

W, Eevelin plavs an active role in communiry service hoth in
Chrepon aned Sonchwest Woashinguon, He i che President ol thae
Retass Club ol Greater Clak Councy, Inthe past he bas served
s Prostdene of Portland’s Broadway Toasrmascers; the Charman
of the Fellowsship Commirtes of the Rarary Ol af Poorland;
the Chairman of the 123 (ChiLlzens lognunizstion) Tusk Foree
i Clatk, Councy, und a member of che Bowed of Dircorors of
Creater Clck Conney Bocary Cleh where be was chavman of
Cernmumicy Service.

Fruncis T1 Tlendnicla: Sdamber af the Board of Divecmrs

Rr Hendricles is invelved in the agn-
culoural  comunity 0 Anmeville,
Ulregnn where he has lived all of his il
He i w past meznker of the Avmsville
School Bosrd for cight vears where, dur-
iz his renure, he served on the Didger
Clormnmitbes o six vears He is oulso u
member ol the Wilco Famers Group
aad the Sublivouey Tureest Tesrival. Tle
15 currently a member of rhe Boand of
Dheectors of  Samiam Mewerial
Herpatal,




Meiz Mamber of the Bod of Diveceors

Tarnes M.

tAr Med joined e Board of Dircetors in
Crecember 1990, and i o altorey in
Parlarul, where he  specializes iy
Tnternarienal  Business Transuctions,
Chirwese Law and Pusmess Tmmizrarion
law. He received his Juris Doctor from
Willamerre Ulniveraire, Orewon wnd
Buchiclor  of  Arts from Shanghai
Trivarsiry, China. Me Mol wopresenes
and  dvizes many American oand
Multinational  companics  conducting
Fusiness i China and the Lol
Stares. He alwe handles business and imemcgreation casess for
clients in Asin and Eurnpe.

Mr. Mei s an oacowve member of Amesdican Bar Associgtion,
Crregon and Washitgtom Stare Bar Associatons, American
Ienmnigration Lawyers Association, and L) 5, Disaict Cours for
e District of Cregon, In che past, W Mei served an the Boasd

of Thirecrars for the Narthowest Begionol Ching Council,

MANAGEMENT
Lhuvid T, Chene Presidens, il Rrasae O
ez emney of the Deard of Dweciors

Hivhurd ¥ Cheong: Senior Vice President, Ohiod Finaouaal
e and Comrerran: Secretary

Mr Cheong began his caresr with
Avrhie Arndersen & Cotnpany in 1955
a  member  of  rhe  Manzoement
Ll tiom Censulting Divisicn, Tn that
capacity, he auccesafully manaved com-
plex systems developmenr projects. 1T
responaililivias include:d pPropuralion unid
implementicion of the projecrs, (o addi-
tiom Lo supervision of the staft assymed
the undertaling. Frow mo joining the
Buank. 3o Cheong wies an investmenr
manager wirh o Japanese teal cstae
syndicalion conguny for b pears,

[Te joined the Bank in 1991 and has sines been elevared o his
proseat posirion. Aa Senior Viee President and (CFD, Mr
Cheote’y respemsibilivies melude shared responsibilities in per-
sonnel, aperarions, and acoowabilice for wll finsnciol and
accounling aspects of the Banl:

Mo Cheong helds wn MBA and an Bachelor of Disiness
Adminatrarian, oy in Floaance, o e Universicy of Orepon,
He s uctve in the Incal cammunite wirh Tonise Achievemen:
und rhe Clregon NMortewest Chiney Counneil, smd served on the
Powrd of Losves and Fishes, Ine, ansd Lonired 3y ol Olregon,

Hoarlun Burcus: Serer Vice President and Oidel Cradar Cnfees

e Burcns bas heen actively invnlverd in
the linancisl services mdustre tor 15
vears, Price ro joining American Pailic
Bath, he wus the mwaniring direcror of
Aralyquesr, 11O, 2 provider ol soliwane,
cducyticmal curdeulim and  consulring
services e the financial seovices :_11;{|.;~_~L1"_.'.
s cureer began in 1931 with rhe bederal
Pepesit lnsurance  Corporation in
Forthmd ws 2 hank examiner, He was afsn
e thee Lweuley of the FDICS Wariomal
Traming Cenrer i Washinglon, 130

wy

Tre 1990 My Bureus joined U5 Bank in Dorclind as 2 conanl-
wnt, and evenrually became a vice president and senior loan
prelolio analvat for 128, Banks Credic Admirstrarion and
Falicy Tn 1992 b was promoted w sentor credit ndmnzisoration
vilicer, smd managed rhe commernzial loan sysrems, manageiocil
mbarmation systens and lems pordfolio credie risk analvsia fune-
tions for the hank. In 1993 Mo Parous was appointed progam
margsger tor LS Bank's mrerstate hanking project, where he
suczeastully direcied e wereer snl integracion of ULE Bank's
multiple stare hanks e 2 single enrity.

bz, Buarcus helds a2 Dachelors” Deoree i Business
Adminisiration o Finenee from Westom Souee Lniversiry, and
15 on graduace of rhe Pacilic Coast Banking School an the
Lnversivy of Whashington, Tle has alwa served on the facalte of
the Narthwees Conionercial Schoe! o Linding at the Universio
ol Porcland for several vears,

I danevvann Wabs: Senior Viee President, Dhvector of Teal Tetare Landmg

belre Wiale has thore-five years of banlk-
fne experivnee. He buogan his cureer in
140% arter artending college ar Oregon
State i Business Admumisoanon, 1le
hias @ strong backoound o real el
lending, especially income praperey. TTis

vateer sbarted ab Equitsble 5 & L, where
lie held waricus positiona as Tjﬁml'.u el
Hiwd, Branch Murawer of four ditterent
affices: and Vice Fresident of the Laraest
production office in the company, boar
recently, b bas serves] ws Serdor Loan
CaTicer and then Wice Preswdent of Aunerican Pacific Tank's Tnan
diviaion, where he has beon cesponsible for all real estate lend-
g soetivicies. M, Wabe is a2 mamber of Morteage Brokers
Asseciarion ol Anwerica and Oregon Bankers Associacion, where
bue sics on the srate real ecvate commintes. He has alw boeld see-
eral organizationu] otfices such s past President of Mortpage
Banleers Asznciation in Yakitee, Washingron, pust Divector of
regon State Beaver Club, and 1;'.-|L.. Fresidenr of Corvallia
[Tome Boilders Associstion, He dlio o waduace of the
Morthwest Banlone Schonl from I'he [,niv&rﬁi':”:j al Washington,

]
Thomas Y Tagan: Sentor Vice Presddent,
Divector of Small Disness Lending Cener

br TTagan began hizs hanking cateer in
1969 wfeer grudusting from Montana
Srare Iniversity ar the Billings, dMontana
campus wich o degree in El]nll'll?"{‘-
Aclmdeiistravion. He bas bual 22 veuss of
experience in small bosiness lending,
buth comventivnul und SBA guoranzeed,
TTis career srarred wirh Firsr Barl Syeiem
us the consumer loun department manag-

e e ke in “f:'-i”ﬂ E':ily, otk Dl
.de]th Momzana In 1978 he lefr cor-
parale bankiow and boean 4 coeer in
cotnmunizy bunking, Tle evenrually served as president of 2 small
aommuniny hank in Glendive, Montuna for ndne vears, Drior o
wapving o Mortland, he cerved as 2 Vice Fresdent and Brench
Marager for institutiors in Anscondy amd Billings, Mot Tn
April, 2002, Wr Hazan was hirved Ly American Pacific Bank w
develop @

st ]l busitess lending cenrer

M Hagar is u L% L graduate of the Oraduaee School of Banking
i Boulder, Colarade. He has exiensive waining in conmenTal
lercling through First Bunle Svsrem and the AIB, Tle is a mam-
Lar of the Chegon ]'lllf\.|.-l'k.llk. uril Forum sl the Oregon
Panibers Associarion Lending Comourres,




YOUR BANK AT WORK

Frofitabeliy s ot one measure of onr sieeess, The posiive coniteby -
tiers we tnake i the commuslies we simes (4 coually st

I
Al e wome of our lendiag procrnns 1 s credit plilssophy Genaed o
the berrowert whilisy 23 repay e T, This approacty cosnbined with
cxperienced sod diesive macasemenn, mitimizes cisle ang asimioes
prefitnzilice and costemer snzisfaction

Tae succes of o comnieccial real esrare, hginess and credit o
lending prosimnie = evidences by loan vroweh of mcre Lo filly per-
cent, Llzweven the groweh bas been aceoniplished withoun conpre-
mising zaser quality, e evtdenced Sooor s Jne loon teie ol OB,
nom-pertoming asse Tiia of 0, and vel loan loss racio ol 0.33%.

Rual Fatare Lendiog Division
Arrwerean Pac e Backs Resl Fotare Lending Divadom foouses cromai-
Ly cre mesiclential asd comrrercin] somsteaction lendimg, mine-petin
levudizig fon commercial aeed residonra properces, ard residential loan
braleering,
The Basal FEstate Division e B0 with $41 A willion o laans,
Eesideniial lowns originaved dumng 20080 toraled coer $2001 mil e,

Beal wrreme loans moce inoeize from $50,000 e 31 6000000, Prajecis
taccer than this are partcpaiest wirh other lenders, <lNowimg os 5o pace
Cizale i larger projects, while nerimizing cur visk ERpIIT
Teramdigare the nsks nheren ne corstrictien and comenereial zeal
estate loane, s actively comage the portfalio through reguent mspee
zioas, connrelled dishurssmer e, varabls incerest zace icing, amd sules
oz the secoiulamy market,

Dhzivgg 2300 the Heal Lszave Division cxperienced 2 szodfom proseh
im revere, with over 3405 mllion o incerest and fee tmeome, < 3
SOITLOTEL Lie DTIOT YRAT

Business Lending Dhvision
Tro Agril 2000 we voened enr Business Lendsvyg Thvisicn, o idisn
sdll usimesses and Temms owith lines ol ciedin, emn francine, SBA
ferans, sl cnsh wanageent peodusts, Bstablisting sur riche i che
stnall business mackey, we ended the pearwici 215 wdlloor n s 24

cocnminments vadler wsnmgemenr, We srovect incrsasmg thie portnlio

e @1 mcllinoe s 2007 and ook torwsad 1 thes divdison becoon-

mz dosizndicanl conmehuror toothe baol’s croibelty ana funcier

diversitring the poearial concentmiisu ddo oo lmn zoccialio
Baokcard Center

Char seowred erecht card products continme b eme oF the T v s

iy the paticon, @ mated by Card Teal,

Secursm] credic cords cecuire the secmme holder oo desewn foands widh
tlie bank i o anount eoul o or greacer soon, cthe credic lmie ot the
aceonm . he deposits o the smared credit cards s only provide poe:
Pecriont against losees, T nrowiade s etfzetive and ine st fordicr
svwarie T che bank

Wo oended 2000 wirh o credic cand poriilia of $37 amilliva, ek
FEME00 o inrerest and fee incuiie, Thiermmarcly, zed chiargeofs
turieg 2000 mase 1o 203,000 s the cconamy began to solen and con -
sumet bankronrrics zoowe Dy implemerting aggeessive colleciing prece
cices we e ey able v steni cresiar Towsey and slasly pastadoe wecoonts
Lo rali i 3750

Amuerican Unline Baod
W The increasingly iportant tole the Interaer i playmgm our sacie

I
ety we lanckes ous wimhial heench i September of 2000

With o compleicly mdesizned webesite, 101y -rensacsional Loterne
hanking, wad B0 payment seovices, Anerican O line Bank provicie.
srate-of-the-ar comveniones o all of Anercam Broific Banlds prodnees
snd sevvives. Weended the vear with 131 vmlive costomers, srew o 197
chling cuslivnets a3 of Belouary 23, 2001, amd antcioae repid snd
steady yrvwth rrcuel ey delivery chunmel,

Oither Barking Services
Tlavugh cor czee brazwhes, imchinfing o new in-stors ®al-Mare looa-
Lo, we provide quadivy, persomal service o incividosle orenghoar ow
teandis wvess whe ace Ured of the g zank cnvizeniment, A special niche
wer s s eantizzants wnd chenezle fram e Facitie T and Latin
Amnerica, with bilisnal sostomer servize tilored o thear unique aeeds
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AMEHIC_AN PACIFIC BANK

INDEPENDENT AUDITOR’S REPORT
AND
FINANCIAL STATEMENTS

DECEMBER 31, 2000, 1992, AND 1998

INDEPENDENT AUDITOR'S REPORT

MOSS -ADAMS LLp

CFERILFIEDR PUBLE ACCOUNTS

T thee Buard of Divectors and Srock bislilers
Annerteun Daeific Tank

W bave andited the accompansing balance sheers of Americen Pacific Bank as of Deceinber 3L, 2000 and
L399, and the relared statements of income and comprehensive income, chanees 1 stockholders’ ety
and eash Mows Jor cach of the veara in the thtee-veur period ended Deccnber 31, 2000, These financial
atalernents sre the responsibilice of Awerican Pacific Banks manugement. Cur respansikilivg is (2 cxpros
Aty opinien on thess financisl statenene: based sn oo andits,

W conducred e andits in aceordanee wich renerally accepiel sudizing srandands: Vhose stanclueds rogquive
thi]f._ W p]?l:'\ an |.5'3:."-fj..k.11'[11 L audits o abtain reasorakble sssursnce abtwehol e U Hnomeial starements
are free ol iterial msticement. Ancavdi feludes examining, onow et busis, evidence supparting the
atnounts und Jisclosures in rhe fnsocial statemenes. An aadic also ineludes assessing the accaunting prin-
ciples used and aignificant estimates made by managament. as well as evaluating the overall Anuneiul stare-
ment presentation. We belicve thar onr audins provide o reusomahble basis lor our vpmion

In cur apinion, the lnancial scacements refereed 10 above prosent foly, sl owcerisl respecs, the finan-
cial position ol American Pacific Tank as ol Decernber 31, 2000 and 1999, and the resulrs of its ORETATICNS
arud ity cash fows for each of the veurs in the threevear period ended Decembar 31, 2000, in onlorinioy
with penerally accepted accountine principles,

%M dd/mw .Lf_/i

Porclimd, Oiregon

B Ratal

Tanuar: 19, 200

Mate: These financial atarements bave not been reviewed, or contirmed for accuracy o relevsnce by
rhe Federal Uepasil lnsurence Corpesarion.




BALANCE SHEET
YEARS ENDED DECEMBER

AMERICAN PACIFIC BANK

431

LIABILITIES AND STOCKHOLDERS’ EQUITY

ASSETS 2000 19929
Cash due from banks & 1,196 580 $ 1.083.247
Federal funds sold 1.035 000 525 Q00
Total cash and cash eqguivalents 2,231,380 1,808,247
Investment securities available-for-sale 2,300 528 3.811,195
Federal Home Loan Bank stock 445 100 162,800
Loans held-for-sale 1,175,500 545 534
Loans, net of allowance for loan losses and unearmed income 70.740,475 45,740,690
Land, buildings, equipment, and leasehold improvements, net 794,653 65,457
Acorued interest and other assets 1.023.315 645 436
Cther real estate owned 3 200,548
Total assets S 7B, 741,551 $ 53,280,047

Total liabilittes and stockholders’ equity

See accompanying notes.

(el

$78,741,551

2000
Deposits; ' : i
Moninterest-bearing demand deposits o 2355773 F 2438695
MOV and money market accounts 13,219,088 13,625,731
Savings and time deposits 47,778,221 31.265.084
Total deposits 63,251 .087 47 3289 511
Federal Home Loan Bank line of credit 8,300,000 =
Accrued interast and other liabilities 383 813 854 588
Total liakilities 72,534,500 48.184.077
COMMITMENTS AND CONTINGENCIES (Note 18)
STOCKHOLDERS EQUITY
Class B Commaon stock, no par value; 200,000,000 shares autherized,
1,467,704 shares issued and outstanding in 2000,
1,171,776 shares issued and outstanding in 19599 515311 4 589 486
Surplus 1,187 538 940,625
Retained sarnings {accumulated deficit) 37,020 (413,778)
Accumulated other comprehensive income. (loss), net of taxes [7.218) (30383
Total stockholders’ equity 6,206,651 5,095,570

$ 53,280,047



AMERICAN PACIFIC BANK
STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

YEARS ENDED DECENMBER 31

e h= e s ey meaesTmes e e e e e e e e ey e L e ey Tl e LU

2000 1999 1998
INTEREST INGOME
Interest and fees on loans $ 6,346 297 54654 709 $ 4,010,335
Interest on invastmeant securities
State and municipal subdivisions 3.100 2.812 3.285
Obligations of U.5. government agencies 210,479 152,218 253.097
Other domestic taxable securities 15,740 8,203 9.087
Interest on Faderal funds sold 132 796 338,203 382,920
Total interest income: 6708412 5.158,045 4658724
INTEREST EXPENSE
Interast on deposits and borrawings 3.119.465 2,161,040 1.857.674
ket interast incomea 3,008,947 2005 905 2. B801.050
PROVISION FOR LOAN LOSSES 362165 100,969 _ B1.665
ket interast income after provision for loan lnsses 3,226 782 _£.804.936 2739385
NONINTEREST INCOME
Service charges and fees 113,689 121,150 128,447
GGain on sale of loans 141489 88640 68,176
Feal estate brokerage fees, net of commissions - 51.508 B3 604
Zain on the sale of available-for-sale securiliss - - 1.217
Reimbursement of leasehold improvements 53,666 = =
Oither noninterest income 22 032 G.475 3.185
Total noninterast Income 340,786 PR7.T72 264 638
NONINTEREST EXPENSES
Salaries and employee benefits 1,405,897 1,286,850 1.244.740
Occupancy and equipment expenses A75.491 202,180 291,432
Real estate commissions, net of fees 21,459 “ 5
Loss on sale of available-for-sale securities 320 - e
Other operating axpenses 1,039,496 821,058 925484
Total noninterest axpenses 2.B40. 733 2500128 2 461,656
INCOME BEFQORE PROVISION FOR INCOME TAXES 726,835 562 580 _ 542 368
INCOME TAX PROVISION 276,037 180,502 DT S T
MNET INCOME _ 450,798 472 078 458 693

OTHER CONMPREHENSIVE INCOME
Unrealized gain (loss) on securities, net of tax: _
Unrealizad holding gain {loss) arlsing duringperiod 23,145 (32,741 22.094

Feclassification adjustment for gaun (loss) included in net incorme (803)
Other comprehensive income 23145 {32, 741) 21.291
COMPREHENSIVE INCONE 5 475,943 8 441 336 % 491,982
BASIC EARNINGS PER COMMOMN AND
COMMON EQUIVALENT SHARE & 25 I 0.37 $ 0.38
DILUTED EARNINGS PER COMMON AND
COMMON EQUIVALENT SHARE i) 0.3 - 0.37 - 4 REL5]

Sep accompanying notes,




AMERICAN PACIFIC BANK
STATEMENTS OF CHANGES IN STOCKHOLDERS® EQUITY

; Falained Earpinge AetrletE il Tkl
Crrmen $ocy ALt | JLomeszhansiva Stoskhininers’
aranes - e Enrphig [ Tefit raomeLass Eqaty

BELAHBE_'L Du‘,_nf:e““.he:?‘l_. 1967 - | dagiae §.4 550473 c G05.000 s.;__r.ss:;s.-fgj : 5[13:9:3} 54081287
Fxarcige of optiong : a00 : ERE : : =) AT T sz
et income end comprzhensive innn.-"r:e St ) - - ‘ . _ 452583 21281 _479.989

BAITAHCE,.. L*;_E_mem;uqr 31,*.'55@ 1134876 dhEE BT  A05.000 e i85 H5E] - 2,378 4574133

Exertise of aplions arsio A6ETS - : ; 4E8TS

A LIEI'I-ET?-‘C-f.SlIJCH{lptil.'.‘l'lﬁ'- - SR e y ; - 45,625

Bt ineame and comarzhensive loss : : s & bl 47207 i35 744 _ AT

BALANCE, :uﬁnqn'u:m 37, 1809 . m.fﬁ 2 4,532,485 _90825  #1aTEA _ 130.368) g._ll'iiE.EJN

Exavcisg of ugtions. ER 5N 5525 E : A& fi2h

T benafi ol stock apticns £ 1 : : : sga1z | : St 59,613

|ssancn of stock 190,000 = : o 3aM200 15_7'.:301] e lyfles ; 5{1.5nn

Stoce splt 11t 10 A 133 428 4 5 : S . ‘

Mat incorme and comprenEnsi *n-ﬁam’e _ s e S 4u1]_\ﬂq _ 23148 ._-113343

BALANCE, Dacomper 31.'2qmn 48T 704 B aHEan $1.1'5?,59£ ) 5 [?213'}_ 5 £.206 651

See accormpanying notes.
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AMERICAN PACIFIC BANK
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31

2000 1989 1898
CASH FLOWS FROM DPERATING ACTIVITIES : 5.
Net income $_ 450798 S 472078 § 468693
Al:.justments to reconcile net income to net cash from operating activities:
Gain. on sale of loans (141,459) {88.640) (68.176])
Depreciation and amortization 89,338 57,185 43178
Frovision for loan losses 362185 100,569 61,665
Loss (gainy on sale of available-for-sale sscurities 380 - 1,217
Dieferrad income taxes (57 .682) (42,182) a2,032
Met ariginations of loans held-for-sale (488,387 1,415,066 {844 617)
Federal Home Loan Bank stock dividend {15,600) {5,100
Change in cash due to changes in certain assets and liabilities: _
Crecrease (increase) Inaccrued interest and other assets (332.120) (12,087} BE 240
Ingrease [decredse) in accroed interest and other liabilities 2,588 582 360 {23607
- Net cash from operating activities (122.291] 2480265 {316.809]
CASH FLOWS FROM INVESTING ACTIVITIES X
Furchases of available-for-sale securitias (2,286,511} 116,802}
Purchases of Federal Raserve Bank stock - {50}
Furchases of Federal Home Loan Bank stock {157,700) -
Frocaods from sale of Federal Resarve Bank stock # 136,600
Purchaseof restricted squity securities {267,700) A =
Proceeds from maturity of avallable-for-sale securities 1.519.604 454,303 4,423,855
Froceads from sale of available-for-sale securities - - 400 000
Loans ariginated, net of principal repayments {25,861,950) {10,507.521) (5,074,936)
Proceeds from the sale of other real estate owned 200,548 ' - -
FPurchase of credit card portiolios - = (B08.517
Purchase. of building improvernents, equipment, and furniture (321,751} [277.757) {45 354)
Met cash from irvesting activities (24,231.249) (12.628.586) {2.019.904]
CASH FLOWS FROM FINANCING ACTIVITIES '
Met increase in noninterest-bearing demand, NOW.
money market, and savings deposit accounts (557 144) 3,686,081 794,749
Met inprease (decreaseslin lime accounts 16,578,720 [3,360,155) 7.487 271
Met increase [n short-term borrowings 3,800,000 - T =
Repayment of morigage on other real estate owned (184.978) Hir i
lzsuance of common stock 321375 R 1+ 12 e ' : 2188
Met cash [fom financing activities 24 977 873 - 3B82.801 8294 208
INCREASE {DECREASE} IN CASH AND CASH EQUIVALENTS 623,733 (9, 765,520) 5,957,495
CASH AND CASH EQUIVALENTS, beginning of year 108847 11.373.767 5.4168.272
CASH AND CASH E*.‘;}l.lI'1.I’_af3..$_El~.ITS'1 end of year ' S 2231080 & 160847 @ 11,3??_,'?6?
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION =
Interest paid in‘cash $  S.056.895 - & 2183060 51,800,230
Taxes paid in cash $ 206,300 $ 9 oo & 10,000
SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES )
Unrealized gain (loss) on available-for-sale securities, net of taxes & 23;14_5 5 (30.363) 522004
Acquired real estate in settlement of loans i I 3 200548 2 & -
Application of stock subzcriplion payment to stock purchase: 5 255 750 & A & -
Taw benefit of stock options & 50513 % 55,625 5 ;

Sae accompaniing noas

LL
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ORGANIZATION AND SUMMARY DF SIGHIFICANT
ACCOUNTING POLICIES

Organizatlon — American Pacific Bank {the Bank), headquartered n
Partlard, Oregon. is an Oregon slale-chartored bank. The Bank provides
commercial hanking products and services ta the Parland and Salem,
Cregon, metropalitan areas throuah ten hranch offices.

HOTET -

The Bank is sbbject o the regulations of the Federal Deposit Insurance
Gorporation (FOICY ard the Oregon Stale Departmant of Insurance and
Finance. Through their aversighl responsibilities, these agensies oecodi
cally eonduct sxamingtions of the Bank.

Managemenl’s estimates and assumptions — In preparing the financial
Sialemants, mandgement is required to makeseslinates and assumptions
that affost the repored amodnts of assets and labilities as of the dale of
the Galance sheset and revenues and expenses far the period. Estmates
and assumplions made by managament peirmarily invalee the valnation of
the allowance far lazn losses. Actual results could differ significantly
from thosa estimates,

Investmenl securilies — The Bank |s required to specifically identity its
inveatmeant sequrities us "held-to-maturity” “adailable-forsale,” or "trading
abcunts.” Accordingly, managament bas determined that ail investment
spcuritizs held as of Decemoer 31, 2000 and 1999, ars “available-for-saa.”

Aviilable-for-sale securities ronsist of bunds, notes, cebentures, and cer-
tain equity securities, Securitios classdied as awvailable-lor-sale may be
sold in respcnse 1o such factors as: (1) changes in inarket infarast rmies
ANt related changes in the securily's propayment risk, (2] neads for lig-
Lidity, (3] changes in the availability of and the wield ar alternative instru-
rnarts, and (47 vhanges in funcing seurces and terms. Gaing and Insses
on L sale of available-for-sale securitios are determingd osing Lhe spe-
citic-igentiicatian methad.

Unrealized holding gains and losses, not of tax, on avsjlzile<orsal
secUrities are reporled 85 a net amount in A separale component ot equi-
by il realized. Fair values for investiment securities as hased an quoe-
el market prices. Ceclings in the fair value of indivicual available-forsale
securities below Lheir cost that are other than termporany, rasult in write-
downs of the individual securities. (o eir fair value. The related wrils-
dowens would be includsed in carnings =2 realized losses, Pramivms and
ciscounts are recognized as interest income using the Interast method
over The poriod to maturiby.

Loans, net of allowance lor loan |osses and unearned income — Loans ar2
stated b the ameunt of unpaid pringipsl, reduced by an alewance Tor loan
losses ang unearned income, Ioterest an loans is ralcnlaled by using the
simple-interes nethod on oaly balancez of the princpal amaodat cutstand-
ing. The allowance for loan osses is estsblished thraugh a provision T
|ar losaes charged o expense. Loans are chargen against the alowance
for 1ean lnssss wher management helisves thal the colloctibiity of the arin-
cipal is unlikely, The allowance s an amaunt that managemeart helisves will
Lt adeguate tn absarl possitlz lozses on existing leans (kat may become
uncelleciible, basad on evaluations of the collectibiity of Inans and prioe
loan foss oxpariance. The evgualions take into consiceration such facturs
4% chanaes in the nalure and voiurie of the ioan parifolio, overall porttalio
duality. raview of spacific problem loans, and current econemic concktions
that may zftect the aarrawer's ability <o oay, Impaised loans are measured
based anthe present value of expacted Tuture cash fiovws discounted at the
[9an's &Tselive rterast rate ar atthe Inar's market price or the Sair vale of
the Gellateral if the loan s collateral coozndeat. Azcrual of inlersst is dis-
continued nn @ loan whan management belisves, afier considenng eno-
nomiz zrd business conditions, colledtion efforis and collateral position,
thar the bereoweer’s firancial condition is such that cellaction of inkrost is
Houwattl. Loan erigination fees and certain direct arigriation costs are cap-
lalizae and recogrizao as an adjustmean 1o the vieid ot the related Inan.

Various raguialony agencics, as an integral part of their oxamination
process, periodically reviess the Bank's allowancos for loan fosses and
losses, Such agancias may reyuire the Bank to recogaize addilions fu tho
allowance hased an their judaments ahout informalion weaifable to them
At the time of their examination. The Bank underwent esaminations oy
dEplicable requlatary 2gencias during 2000, 1999, and 1998, The accom-
oarying fnancial stalemnents retiect any accounting adjustments required
A5 & resill of the rogulatary examinarions,

" AN RIFT
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Loang held-lorsale - Morgage loans originated and intenced for sale in
the secondary markel are carricd at the lower of cost or estinatod mar-
ket walug in (he sgaregate. Met unrsalized fosses aro recognized iy
charges 1o incemea thraugh a valuation allowance.

Mortaage Ioan sales are primarily on a servicing ralsased basis. Bains or
lesses are recognized to the extent that the sales proceeds of the mortgage
lang sold exceed or are less than the net ook vaiue at the fime of sale

Land, buildings, equipment, and leagehold improvements — Land,
Buildiros, equipmant, and lsasehold imarovements are staled at cost,
lews accumulaten deoreciation and amortizatior, Depreciation and amor-
tizatian are camputed principally by the siraighl-ling methad over the
eatimated usoful lives of the assels, which ranoe trom 3 to 40 vears,

Ofner real estate owned — Feal estate acoulied by the Bank in satisfac-
fian of debt is carried at the lower of cost or pstimated net reaiizaile
value, VWhen property i3 acquired, any excess of the loan halance over its
pstimated net realizable value is charged to the alloveance for loan (osses.
subaequent writc-downs to net realizanle value, if any, ar any disposition
gains ur iogses are included In noninterest income and sxpense,

Advertising — Advertising casts are eharged (o expense during the year
irvwiich they a2 incurred. Adverlising expenses were 340,861, 513718,
ard B20,784-in 2000, 1949, and 1958, respactively

Income taxes — Deterred tax assets and fianiities are determined based an
the lux ofacts of the differenues botween the book and tax bases of varl-
ous palance sheel assets and Gabilities. Deferresd tax assets and labilities
ara reflected db currently enacted income fax rates applizable to the peri-
nit in which the deferred fax assets ar labilities are expectad tn be realized
ar sottled. As changes in tax faws or rates are enacted, defarred G assets
ancl liahilies are adjusted through the provisian fer income taxes,

Stalement of cash flows — For the purpose of presentatian in the state-
ments of rash fows, cashand cash equivalents are ganeral'y all shaort-
mrenrindestments with a mamrity of ree months or less, Cash and cash
ruivdlents normally include cash vn hand, amaurts due fran Banks, and
fefaral funds sald.

Dfl-balance-sheet fnancial ingtroments — The Bank halds no darivative
firancial instrumeants, Howover, 0 the ordinary cotrse of business the
Bank entars Inlo off-balance-shest financial instruments consisting of
commitmanls o wdend credit, commitrments urder credit card arrangs-
ments, commercial leters of credit, and standby letters of credi, Such
financial natrumznts are rocorded in the finanmal statements when the
credits are funded or related fees dare sarned,

Fair value af financlal insttuments — The faliowing wethads and

assumptions wers used by the Bank in estimating Tair values of financial

instruments as disclosed hersin:

Cash and casf equivalents - The carrving amannis of cash and cash
equivalents approximate their fair valle,

Availatle-for-sale securllios — Fair values for mvestment seguritios ars
nased on quoted market prices. If 2 quoted markel price is nat avilahle,
fir walls is estimated using quotad market prices for similar securities,

Federal Home Loan Bank stock — The careving value of Fedoral Home
Loan Bank stock-appraximates fair value,

Loanis hald-For-gale — Fair value represants the anticipated procesds from
zalz of the Ipans.

Lowns recaivalbie— For variable-rate loans that reptice frecuently and nave
na significant change in credit rigk, fairwalies are based oo carrying val-
ues. Fair values for fixed-rate loans sre eslimated esing discounted cash
o analyses, using interest males currently being offered for loans with
sirnilar terms fo horeowers of similar cradic quatity, Far walues far
imgaired loans ars estimated vsing discounted cash flow snalyses ar
underlying collateral values, whare applicable,

Depasit liabiitias — The fair values disclosed for demand deposits are, by
definitier. equal tu the amount payable on derrant at the reoorting date
ithat is, heir carryving amanntsy, The arrying amaunts af varable-rate;
lized-torm money marks! sscounts and certificates of depasit (GDg)
dpproximate their fair values at the reporting dale. Fair values for tiged-



rate COs are estmiated using a discountad cash (ow calculation that
applies intarest rates currertly being offerad on cordficales to 2 scheduls
at agpregated expected manthiy maturities on time deposils,

Short-terr borrowimgs — The carnding amounts of federal funds pur-
chased; borrawings trom the Fedsral Home Loan Bank. and ather shart-
term borrawings maturing sithin 90 days aporoximate their [airvailes.

Aporuad imterest receivable and payabie — The carnying amounts -of
ancrued inferest receivable and payable approximate their fair values.

Off-hatanca-shee! instremenis — The Bank’s off-balance-shoct instru-
it include untunded cammitnents to weaend seeait and standby lel-
ters ol cradit. The tair value of thase instrumants is not consideres prac-
ticzhle 1o estimate because of the lagk of quoted markst prices and the
irability to sstimats fair vaiue withoul incurring excessive costs.

Slock options — The Bank measures compensation ces! using the intrin-
‘gic value method, which computss compensation costas the difference
hetwasn g company's stock price and 1he opticn price at the aranl date.
Accarcingly, nu compensation cost has besn recognized far its slogk
gpition plans. It the Bark followed the fair valus based mathod of accouni-
ing [or stock aption plans, the sffect weoule be insignificant-to the 2000,
1999, and 1998 financial statermenls,

Recently issusd accounting standards — The Financial Accounting
Standards Board (FASBY issued Statement of Fnancial Accounting
Standards (3FAS) Mo, 140 “Accounting far Transfers and Seeicing of
Tinancia Assels and Extinguishment of Liabilities - & reolacament of
FASE Statorment Mo, 1257 effective for transfars and estinguishrmsnts
aceurring atter March 31, 2001 The impact and adoption of this standard
and other issuso but not et reguired FASE statemenls ars nat expected
to materially affact the Bank's financial condition er resulls of sperations.

Reclassifications — Cerlain reclassifications navs heen mads to the 1988
and 18588 financial statements o canfarm with curtent year presentations,

4z of December 31, 2000 and 1998, nvestmenl secdrities with an amuer-
tized cost of $712.642 and 1,000,000 respectively, ware pledyed 1o
seare eprsils of public funds.

The Bank, a5 & membzr af the Foderal Reserve Bank (FRE) and Faderal
Hame Loan Bank (FHLBT systems, s required to mainiain an investment
in ressrictad eouity secorllies of FRE and FHLE. Both FRE and FHLE slogk
are not actvaly traded, but are redesmable atcurrent ook value, In 1988,
the Bank withrrew its. marmberstup In the FRB and redesmed its intarest
in FRB stock tor $136,600. As of December 31, 2000, the Bank's invest-
ment in FHLE slock was h448,100

NOTE 3 - LOANS, WET OF ALLOWANCE FOR LDAN LDSSES AHD
UHEARNED INGOME

The composition of loan salances s summarized a5 fulloes:

2000 1949
Lol 344,042 005 4§ LH LR 1AD
Fegl agtats — catstoust o 1R.08E,GE0 LR 240
Rzl asiatn - aurmerart B,056,375 b.ihy 6
Cizditzards AT1AG33 102250
riatall et 142491 1874947

Oatdril, AeCTanss 7raa

G

46,2361 36

AlliesEanne for Ean Esis
Lindarcd Incame

AV Ead)
1248 833

30 E0ETE 445, rdd A0

Changesin the allowance for loan iogses wers a3 follows:

2000 EE
HOTE 2~ INVESTMENT SECURITIES L
[he amortized cost and estimated fair values of available-for-sale invest- BASACE, bapinning of viss & 470338 ST LA [ v
ment sacuritios are as follows: Prelsia [0 2ar 1ashes 6 165 100,964 61823
_oane. cazargad-nff (ANE0) (BES05) {12,309
oo Broes Estimater JRanak-las O nars proy cushy chasgas-nfl 25354 __ 8452 11082
Amottized Unrealized  Unrealized Iarkel
Cozsl Gaing Losses Valug BALAKER, el nf yaar 3 L2850 CER T T o 13t o
'3_";’:;*:::1“1’“::1; S The Bank has recoonized impaired lnans having recorded balances of
Sa'AlANIE-INr-5210 SECGHE g e 3 I
G bioraiaet ot g $364.263 and 47.000 on December 31, 2000 and 1993, respectively, The
ok ip atiors H £ 7,004,105 total allowance o oar losses ralated (o these loans wes 55520 and
PlLrizipal saourities 67820 1,050 an Decemaer 31, 2000 and 1339, respectively. Interest income
Meoney notas SN 2ands - 1197742 0 a”'.ﬂ : 2000 4 d s _p‘. j Bl-‘: W m
recodrized far cush pavments received ondinpaired loans was insigril-
8524040 i - 42029 824 cant i 2000, 19949, and 1998, Had the inpaired loans oerformed acoord-
ing £ thair arigingl terms, addilional interest invome that wodld have
Gross Broes Estimated been recopnized during 2000, 1989, and 1994, raspectivaly, would also
Amortized Unraalized-  Unrealized It Fawe g inaignificant
Cosl Gaing Luges Value ¢ DEen nsignimeant.
Degemher 31, 1000 [z maturity range of the loan portialio, iecluding loans held-for-sale, as
dtgi ble-Tor-scle seourlies: al Deaemngr 21, 2000, is a5 follows;
Czilatzraizad morsany :
ok igatiors - Foleasa) o danREN5
iurisipal saourities | Fif, 361 Oue
By nols anc 1anas - e R W62 539 Ous [n After Ona
Ore Year Through Due Afer
5 3AR7 190 i - F e O 3 Or Less Fiva Years:  Flue Years Todal
Thia dmortized cost and estimatod fair valug of investmoent securities as of Coremiesial and mabestaty  §10,0 140048 S 2450 525 $25430,443 S £7 A5 4
Oecemosr 31, 2000, by contractual maturity, are S10Wn balow, Expentad Rraitil Gt 2ars 7715455 2713538
maturities will gittor frermn contractual maturities berause borrowers may Inzeallrient leang ard susrdlts 63,241 LRI = = o= YRRk
have the right to call or prepay abligations sith or without call o pre-
pEyMEanT penaltiss. fo2 o000 G ad RR4O 5 234E0 443§ TRRREATD

Muaitabie-For-3ale Securities

Amarlized Estimated
Cogl Marke1 Yalug
Cua ronne wear o less $ man.m § 799000
[ua afer ane waar theough fue wears 450,000 4756

Lz after fiva vecrs tirzugh ten yaars -
T2 after 161 viars 2000
Collatara zed motgagx oo astons

5 4540404

Moracaral Inans Bl

.72 726.502
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10,051, 548

3 2h,40l2ds

537,210,834
33545 433
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MOTE 4 - ACCRUED |MTEREST RECEIVABLE AND OTHER ASSETS

MOTE 3~ INCOME TAXES

Soerued infrrast recekiabile and other assets consist of the tollovena: Theirgoms tax provision consists af the TDllr"-"IFE]
200 1000 1050 1898
Ascolac neraelracepahle 5. F30.155 f o7 Al Catenl R R 317528
Joierred ncorme faxes 202 1140 254,207 Dzl rened 2 1 2032
Sattiararts raoe vable 185124 105 7RE I F 20 ax ardesion §ovenay R B Y it
2apa 1 EXparses BE,440 47,580 : ST
sativers : 42,200 : Tne 2000, 1289, and 1585 prowisians for income taxes differ. from
(thar recaivables 1207 23070 Amannts compuled dsing statutory raes as tollows:
510E1EE R B 2R 1049 1948
b ral fimon ks wl rniurnry rates & 247148 2202y Lk R b
HOTES~ LAND, BUILDINGS, EQLIPVENT, AND LEASEHOLD e A AL SRR L LS e T A
IMPROVEMENTS Daradss 11 oglatine slowance I ek i -f1-’:ﬂ.t'.' '-'I.]

Mapar slassifications of land, blilcings, ecdinmant, and feasehoid
improvEments are-summarized as falloes:

2000 1900

Laad 5 anARn 5 55,465
Su deing ATh.263 Az
_iuiprart - hgv. 252 SRETTY
seesenald imacesnenls 484,470 PAF 47
) JSE 0L

AU L oatet depracizton and ansleln JEA6 208
57845 §_f25407

HOTE & - TIME DEPOSITS
Time certificates of deaasi af 100,000 ar mare aggregated 512,485,593
as of December 31, 2000 and 56,466,809 a5 of Oecembor 31, 1999

The schedoled maturities far time cedtificates of 'dehnait af 100008 o
irire arc all othir Bime depasits are as follaws a5 of Denember 31,2000

Tima Carlificales AL Other
0F 5100.000 Time
Or Wore - Deposils
2007 § 055 005¢ T RRLTOANA
200z *E0D,000 CARRTIR
20n3 100,000 ' TBLATE

5 43 4RE 53302575
KOTE7 - NOTES PAYABLE

The Bank 1s @ member af the Federal Home Loan:Bank |FHLB‘| ol Seattle
and has entersd inte Advarcas, Security and Deposil Agresments which
provice 3 credi arrangasment From FHLE. Borrowinos under the credit
drramgement are colliteralized Oy ike Bank=s FHLE stock a3 well as
vennsits or other instraments whish may be oledged. &s of December 21,
2000, the Bank had bharrcwings outstandiog with the FHLE of
pet= SZ‘rD 002 The Bank 4id Aol bave any outstanding barrowings with the
FHLE at Decemaer 34, 1899, The promessary nates mature in 2001 ano
carry isarest rates ranging from 6.58% fo 7.14%.

NOTEB - OTHER OPERATING EXPENSES _
Gttar operatng exoenses for 2000, 1899 ang 1998, were comprisad af
the Tollowing:

2000 1944 199%

Gl cand exprisa 5 271203 Fdad Bad N
D3 plozessing sxpangas 65408 [dd14 141 541
Prafessional e [ o N5253 106,716 [ b
THIE 2900 G0% e, ans wire sransfer 2:peisas 147 487 &7 205 | a6 243
s 1cance 4R770 45,244 24,504
Slaticrary, sapplics, amd vl g e=panses dRF1R 2L H6
Arvedizing A0AR" 20,732
Albarmatic talles maci e i ARANR G0as
PLuiizreat ong aad L iz o3 14,255
NEF ang athar opaading losscs 1,58 7,885
M nparring s TITME 100,258

5103045 EOET 484

THherdiffare oas (B3 6E7; AR
i 0 = S i
S e R 7861 Shl

Cefarred fax assel and liabilily aveounts consisted of the tallowing as of
Decemhar 21, 2000 ard 1994;

2000 i 13040
Deverred tax agsols: . 4
ZOAN T05E TS S S = B L Blar
Ml pparaling loss cerrdaragrs Qo Fy CEEED
Ablr R ] 43 B7E
A Aan £33 78
Latairat L abilities:
Acnualela denmaniaticn 13 Esn 19,416)
Gitirar i #a) (1,538
HaEng) @liad
et deterail 1ok ansoly 7 2R3 G232 407

As of Decembar 51, 2000, the Bank net ousrabing loss darmyforwaros of
approximately B262,000 available 1o affset futtre income xes, [hess
carrytorwards expire (hranah the year 2071,

NOTE 10— CREDIT CARD PORTFOLIO

Certain of the Banks consumer credtcand aocounts wers orginally reoired
0 he Fully sacured with lime cenificales of deposital B Bank, The mjority
of these acoounts Fave Gecome sartially unsseueed with the pazsage ot time

due to the customers ereditmurthiness. The cradit card portfolic s serviced

by Westarn States Bancard Association (WSBA). The Bark has asstmed all
rigk managernenl wspensibiitics modding collection snc dua diligence pro-
Rl res, ";f'%E.H HE ides al other portradio service requiremants. Unsecurad
aecaunts ingiuded in the crodit card portelio totaled S637,034 and §720, 505
seeuizl dnd graduated secured accounts totaled 52,076, 499 ane 5d.a7e E'i?
a5 af Decemoer 31, 2000 and 1999 raspectively

Far the years ending Dacsmber 3%, 2000, 1899, and 1998, the Bank's net
interest margin on eredit card aoiuals was s loldows

2000 1594 1938
rierest and feainzomz §and 244 Laraals
rizrast exzense . CATRARY algal7

ez irtargst maroin b SR i) }.555,31"

HOTE 11 - COMCENTRATIONS OF CREDIT RISK _

[ust af the Bank’s commarzial loan activingis m costomers located nsar
its headguarters and branch affice. Thess gaographical arsas are primar-
il mwohved jo cammercial Buziness and esidaalisk davelooment sotivi-
ties. As of Decamber 31, 2000 and 1999, commercial loans were B2%
and £1% respectively, of the Bank's loan portfalio,

The Bank's real estate lerding departmant in Portland, Draoon makes real
gstate canslruction lvans to-builders and their customers prinmarily in the
Fartland. Drggon and Yancouwsr, Washington metropalitzn areas. The
affice sy provides rodl estate morgage brakerags services tooits olis-
omers for which T receives fee 2nd commizsian income. A5 of Droembs
31, 2000 and 19849, 23%: and 20%. respectively, of the-Bank's losn parl-
fulit was comprised of real estate constructian loans.

Ihe Bank makes cradittace foans 1o guallies ndiviugls ihroughout the Uaites
States. Az of Decentber 31, 2000 and 1998, 4% ard V5%, rospoctively of the
Bankz loan portfalio was comprised of vutstancing crodt card balancas.




HOTE 12 - TRANSACTIONS WITH RELATED PARTIES

Certain directors, executive officers, ang principal stankholders are cus-
tarpers of ang Have hai banking transactions with the Bank in the ord-
mary paurse of business, and the Bank axpacts to have such transactions
in the futpre. Al loans and comenitenenls 7o laan inefuded i sUcn rains-
actions were marde in-compliance with :1|J[.-|Il..-d|"|"“ laws an subsiantially
thie same terms fincluding Inleress ates and coliaterali as (hose prevail-
g al the fime tor comparabie Iransacticns with other persans an i, i the
apinian af the management of the Bank, do not invaive mare than the
narmal risk of collactibility ar prasent any othas unfaeorable featires. The
following table summarizes [oan transantions aetwesn the Bank and relai-
aiz parlies during 2000 anc 1959,

2000

1349
Bl AHICE, bagineirg of yaas } 625,625 § 15,755
Laxits, mardn ¢ NHAGR (L5555
Lais aad [Flnms |7 BB
RALAMGL, end 21 vedr B G6i, Y6e 5 RPARA23

n Decembsd 1988, the Bank eatered info d Co-Branded Credit Card
Agreement with eBanker USA Com, Inc. feBarkery, & company Tor which
‘ha Bank’s Chairman ang Chiel Execirtive Officer serva as members of tha
Boars of ‘Cirectars. Under the Agresmenl. 2Banker maintaing a wobsits
far soliciting credit zard customers-over the Intenal, The program (s
-Jev gned to attract subprire and business credic card borrowers ander a
ash secored arrangement. The Bank has agreed to sarvice the gocounts
TDF g Tonthly fer on a cost plus basis. eBanker funds the program, and
assumes dll rigks and Js respansiole tor ame losses from co-oranded
accounts, The program commenced duting the fisst quarter of 2000,
huwever, as of December 31, 2000, rig activity hao ccourred,

MOTE 13 - COMMON STOCK TRANSACTIONS
Privaie ptacement oifering — It Jure 18983, the Bank's Boar o of Directos
anoroved a private placement attering for e sate of 11 units of equity
intarest at 546,500 per unit o an aggregatc amodnl of 511,500, 1n-the
private nlacement oftering. sach unit consisted of 10,000 shares of cor-
rrian stock and warrants for 300,000 addiicnal shares. The exarcise prics
far the warrants was 323 per share untl Seplember 20, 2000, then
increasing to %4.68 par share through September 30, 2001 10 5514 par
share through Septembar 30, 2002, ta 5559 por share trough
SEplemhﬂr a0, 2003; ard, to B605 par shace through Septemoar 30,
2004, when the warrants exfire. These prices reflect the 2000 stock split.

A5 of December 31,
unles of Lhe private placement otfering and paid the siascription price of
5255 750, Bocavse finalization of the orivate placement offering required
approval by the Bank's shart shalders af the annual sﬂaruhuldﬁm meetng
m Aprl 2000, the Bank recorded suhscrialion funds recead from the
Giairman as a [abilivy at Dacember 31, 1998,

The Bank's shareholdars approved The private placemant offering in Ap:l
2000, The fability far sunscription funds recarted has been raclassitied
to gammon stook gy of Degember 31, 2000, On July 28, 2000, the chair-
man subscribed tha romiadining 5142 {nits and paid the s |h5¢r|p jan price
ot G255, 750, The chzirman alzo received 1,100,000 comimon stock war-
runits from: the grivate placemeant offaring. As of December 31, 2000 no
common stock warranls hal heen sxamised.

Stock oplion plans — 11 April 1992, sharehoiders of the Bank aporoyed
the 7992 Rostated FMonguziified Stock Dotion Plan far Employses
{Employes Plar} anc the Restaled Mondiscreticrary Stuck Dption Plan for
Nonemployee Directors {Cutside Dirsctar Plan).

The Emplayew Flan proviges far the grant of optons to ampleyees up ta
an aqqredats of 134750 shares af cammon stack. All emplyess of the
Bank wiho meet aligibility reoUirements ria participate in the Cmploves

Plan, which is adeministaeed by a cammittee of the Board of Directors. rhu
cotmmites has the jl|lhu iy ta grant aptions including déterminatian of
the corgitans and timing of grants. desigration. of the emaloyess o
whom opligns are o be granted, 8= well a5 the number of snares 5L|:|j-3ul
to option and seieclion of the exercise price for shares opticned. Under
the plan, options may be exercised only while the grantes 580 empioyvee
or within 12 months taliowing termination of emplaymaent. The plan
bocame effective upon stocknclder aporsyal and opticns issued urder
plantermingia tan years 2fter the sffective date, As of Decembar 31, 2000,
options for 11,530 shares wera outstanding unoer the Emploves Plan

7959, the Bank's Chairman had subscribed to 5152

L3

[he Qutsids Director Plar covers all nonemployee direclas of the Berk: This
pan provides-tar the grant of options fo directars up tooan agoiegats of
10,725 shares of commen stock. The plan is adminisisrec by a comimilles of
(he Board of Directa’s, which specifies the copditions, timing, and exproiss
price of grants of optinns. Under the plan, optiops may oe exeicised any
whilz the QrErien Shrves s 4 ‘directar or within 12 months fallmwing termi-
nation 25 a director. The gaérsize price farantiong may not be less han 85%
of fair marketvalue of the stock on the dale of grant Similar 1o the Employes
Figa, the Outside Dirscior Flan Daceme r'ﬁeu:lne in Apr 1882, and will k-
minate in ten vears, As of Dacemhar 31, 2000, uplions for 10, 175 £F ares ot
Common :rtUL-; s outstanding ineler thie Butside Dirgstor F‘Ian

Both Restatent Plans for smplovess and direciors have taa restrictions in
the'recigieny's gxercise rights, First, recipients may not examcise opticns
until atior six months Trom the grant date, Further, the Bank may requira
egipients not to dispess of exercised shares forupoio 12 manlns from
the completion of an unceryritten public offaring ofthe Bang's sesuriliss,

In September 2000, siocknalders of the Bark approved the 2000 Stock
Optian Plan for the granting of ncentive stock aptions o sinployess and
the granting of nonstatutory options (NGOS0%) to nonempioves direstong,

of aptions np fo anagoregate of

The 2000 plan provides for the grant

278,000 sharps of stock, all of shich may be awarded (o emplayers who
donot e 0% ar mare of the voling stack of the Bamk Mo more Ihar
0% of the optians may be awardad ws NOS0E,

The plan becare eifective upan stockhalder approl @nd il terminate'
ten wezrs atter the effective date of the plan. The plan @5 adminisieren by

“tne Board of Directors. Options granted under this plan ar not exeros-

ahle for are wearand shail haveterms not escseding five vears.: Optians
may be sxercised oniy while the grantae s all Bmployes ar within three
meriths fallowing wrinination, ;

Tna following summanzes |:||:|tm'|&. dyilable and putsiz ndmu Lnder dII
plans asaf Decermber 371, 2000

Durisidi 2001 Skock Coniliiesg
itecint Mai Emgloves Fian [iplicn Plan Piene
Wleinited \waighted ‘Wirighled
Muerang Mnmge lieraga
{rpilon ~Opkiii dpfinn
Shaves  Prisn Shimes Frice Sharee Price Shares
GpHiong > standing 25 ol
Degzmizer 311005 2575 SRR s ' kY
11550 - 5 ] 1000
Zkad in 1 4EH 3 ¥1:14 131,370
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Srveeszank anding =el
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HEE [T o ke s T
sazambsr 21, TENY L M A
g il g a7 o 4
-t T T R 1Y A #1143 TS
in 2000 ES0G R 1171 T 550
PN e c s BT R I hr, {40
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Optione 1 130 :
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At December 31, 2000, e ran e of exercise pricss anid waighted aver:
afe remaining foItrdu ugl life of outstanding options was 5205 —§5.02
And approximately. 4.6 voary, Fespetialy.

HOTE 14 — EARMINGS PER COMMOMN ARD COMBMODN EQUIMALENT
SHARES

Basic earnings per snare excludes dilulion and is comauted by dividisg
incame geaitahle to comman stocknolders by [Re-weighted avarage nurd-
berof gomman shares autstanding far the yoar DI|L|-'-"I.'“ Barnings perehdre
refiect the potential dilution that could aceur-if Gomman. shares were
issied pursuantto tho cisrolse of ﬂrtm«, urder the Bank's siock pption
pians and commaon stock warrants issued in the private alasement offer-
ing. Comparative earnings par shars data or the years endad Oecerrber
A1, 1999 and 1998 have been rastated to reflect the 2000 Stack split. The
Tullu-ulng table flusirales the compatations of basic and ditsied sarmings
ner share for the years ended Derember 37, 2000, 1935, ard 1508



Ingomme Ghares  Por Shire
2000 [Mumerainr]  (Denpminatar) Amouni
Basic adrilngs pet share
I v tabl L compzs shcabshiae: 3450706 1A BA7 Snaz
Fifieatl ol <l e bva seecrilias (==
Cwtetg naling mormmon stock sationg
and wasrans - =
Oiluied earminms per share
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MOTE 15 - EMPLOYEE BEHEFIT PLANS

The Bank maintains a 401{%] Retirement Salary Savings and Profit
aharing Plan. Al permansnt einployees are gigible once ey meesl Tha
ane and service reguremaents. Emplover contributivns match 50% of all
qualifict emploves contributions, to a maximum of 3% of annual safary.
Employer cantriontions of 524,294 $20.178, and $21,043 were mads for
the years pnded December 31, 2000, 1999, and 1992, fespacivaly, The
currEn | yedr canlributon was funded subsequent ooyear erd by diserib-
ulion of 85902 shares of Bank stock, valued at the 2000 averags marxet
price aof §3.57198 par shara.

MOTE 16 — FIMAHCIAL INSTRUMENTS WITH QFF-BALANCE-SHEET RISK
[ the narma course ot business to meet the tinancing needs of its cus-
tomers, the Bank is-a party to financial instruments with of-balange-
shest nsk These Tlinancial mstroments include commitments 10 exiend
crrelil and e issuance of letters of credit,. These instrumenss invalve, ta
varying degrees, elements of crecit and interest rate risk in excess at the
amaurt recognized in the balance saeet. The cantract amaunis of those
instruments refipct the extant of nvolvemant the Bank aas in particilar
claszas of financial instraments,

Tha Bank's exposure to credit oss in the event of nonperformance by the
ather party ta the Tinancial inshiement for commitments o extand credi
and letlers of creddowritien 5 reoreserted by the sontractual ameent of
hese nstruments. The Bamk uses the sama credit pelicies o making
cummiments and cordifiana’ abligations as it dogs for on-halance-shest
instruments.

LInless noted otherwise, the Bank secuires collateral or other security to
support financial instruments sith credit risk.

Confract Amount
iz 0f December 31,
2000 1904

Hiane'zl e stoemense whose cortiact

ANNLNES T2prESent credic e

Oonztrystion laen con' e liznts 5 5203000 135901815
Tredis g cane liezanls 4,486,000 £,.787.363
1i9ear i onnnilreris e 1] SHN2GA
Letlirs o gredit - 2F000

F 10,055 000 g4, 1502

extension of e, & based on managament’s credil evaluation af the
counterparty. Collateral netd varies b may include deposiioey aooaunis
fheld by the Bank, accounts receivabie, invantary, proaperty, squipmeant,
and incame producing praperties.

Latters af credit written are conditicral commitments issued by the Bank
to guarartas the parformance of a custamer to a third-party. Those guar-
anfees are primariy issued to support public and private barrowing
arrdngemments, inciuding commercial paper, bond tinancing, and similar
transasdang, The credit risk invchved inissuing lettars of cradit is essen-
Hally the same us that invalied in sstending loan facilizios to customers.

MOTE 17 — FAIR VALUES DF FIMANCIAL INSTRUMENTS

The follawing tabie ilustrates the astimated tair value and the relatec car-
eving values.al the Bank's financial instruments #s of December 31, 2000
and 1499

2000 144d
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CARRYING FAIR
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Whilz these sstimates of fair value ara based o0 management’s judgment
af the most appropriate factors, thess is no assurance that, were the Banx
te tave dizpozed of such items at December 21, 2000, the estimated fair
values would necessarily have beon achiowed at that date, sinoe market
values may differ depending on various cirsumstances. The estmated fair
velues at Decemioer 3. 2000, shaold nol negessarily be considersd Lo
apply at subsequent dates:

I addition, rthe: assels anc Tabilites of the Bank thal zre nal defined as
findncial instriments are not included in e ahose disclosures, such As
praperty and equipmeant. Alsa, noafinancial insfruments typically nat ree-
ngnized in the financial statements nevertngless may have value but are
notincluded inthe above disciosures. These include, among other tams,
IMe sstimaied sarnings power of core deoosis accounts, the osrnings
potential of loan sarviving sioits, customer gaodawill and sinilar items.

MOTE 1& — COMMITMENTS AND CONTINGENCIES

Employment ageeements — The Bank has antersd into employment
agraements with 15 Ghief Execultive Officer and its Chigl Finaneial Officer.
I adeition te providing custormary salaries and banefits to the sxpcutivas,
the Agreemants which expire on farch 30, 2002, provice for payments
ot 299% of the executives’ most recent base =zalarizg in the event af a
shango In Bank control, a5 detined. Further in the case of the Chief
Frecolive Officer, the Agreement provides tor insentive componsatian it
netaccountivg profit gouls, as dofined, are attained.

Operaling lease commitments — As of December 31, 2000, 1999, anc
1893, the Bank leascd certain branch faciities and equipment. Bent
expanse Tor 2000, 1950, and 1998 was $166.954, 3155071, and
S1B0000. respectivaly. The appraximale minimuant annral sommmitment
tor future rentals under operating leases is summarized as follmws:

Commitments to extend credit are agreements ta lend to a custamer as
iang as thare is na vinlazian af any.condition estabvished in the confract,
cammitmels ganerally e Tixed sxpiration dates or other termination
clanses and may require pavment af 4 fee. Since many aof the commit-
ments-are expecied to expire without-heing drasen cpon, the total cor-
nitment amaunts o net necessasly represent future cash reguirements.
Tha amaunt of callateral ablained, if deemed necessary by the Bankoupan

Years endlng December 31, 2001 $201,134
20071 & 201134

200z 206,024

05 219614

2004 1510

2008 226,37

Therzattar HE011¢
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Legal contingencies — n the ordinary course of business, the Bank may
hecoms invobved in varous litigatian arising from normal banking activi-
ties. I tha apinian of management, after consultation with legal counsel,
thiare dre nd current matters expectad to have a material adverse effect on
the Bank's financial condition or resclts of aperations.

WOTE 1% - REGULATOHRY MATTERS

American Pacific Bank is subject to various regulatary capital require-
ments administersd by federal banking agencies. Failure 1o meel min-
mum capital requirernents can initiate certain mandatory —and possibly
additianal discreticnary — actions by regulators that, it undertaken, couid
have a direct mataral effect an the Bank and the Bank's financial state-
ments. Under capital adequacy guidelines and the regulatary Tramewark
for prompt corrective action, the Bank must meet specific capital guids-
lines that involve quantitative measures of assets, liabilities, and certain
aff-lralance-sheet itemms as caiculated under requlatary accounting prac-
tices. Capital amounis and classification are also subjact to- qualitative
judgments by the regulators aboul companents, risk weightings, and
other tactors.

Quantitative measures established oy regulation ta ensuve capital ade-
quacy require the Bank to maintain minimum. amannis and ratios. [(set
torth in tha table below) of total and Tier 1 capital (as defined in the reg-
ulations) o risk-seeighied assets (as defined), and of Tier 1 capital to
average assets (as defined). Management belipves, as of December 31,
2000, that the Bank meets all capital adequacy requirements to which
they are subject.

A5 of December 31, 2000, the most recent notification from the Office of
the Camptroller of the Gurrency categorized the Bank as well capitalized
under the regulatary Tramewark [or prompt corrective actian. To he
categorized as wall capitalized the Bank rmust maintain iminimum ala
risk-hased, Tier 1 risk-based, and Tier 1 leverapge ratios as set forth in the
table baloi.

T BE IYELL
CAPITRLIZED UNDER
FIR GHPITAL PROMPT LORREGTIVE
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AMOUNT  RATID AMOUMT  RATI AMOUNT  RATIO
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