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Dear Shareholders: 
 
Your bank formed a new holding company, Private Bancorp of America, Inc. (“Company”) in 2015 and now 
has a new trading symbol (PBAM).  Our best in class people remain committed to providing outstanding 
customer service and creative financial solutions to our discerning customers.  As we approach our ten year 
anniversary, we would like to reflect on 2015.  Our San Diego Private Bank (“Bank”) subsidiary and its 
operating divisions Coronado Private Bank, Newport Private Bank and Private Business Capital –SBA, all 
continue to flourish. 
 
2015: Another Year of Significant Company Achievements 
We accomplished a number of financial and strategic initiatives over this past year, including the repurchase of 
nearly 10% of our common stock while solidifying our position as one of the leading community banks in our 
market area.  
 
We are especially proud of what the Company achieved financially in 2015.   

• We reported a record net income of $4.9 million in 2015, a 95% increase from the previous year.  
• On a per share basis, earnings increased to $1.21 from $0.62 in 2014.  
• Net interest income rose 37% to a record $18.9 million. 
• Our efficiency ratio continues to improve, down to 58% for 2015. 
• Total assets increased 7% to a record $454 million in 2015.  
• Total deposits rose 11% to $340 million.  
• We ended the year with record net loans of $355 million.  
• Our commercial and industrial (C&I) loan portfolio grew 38% and now represents 20% of our total loan 

portfolio – up from 15% in 2014. We believe this adds significant value to our overall loan portfolio, 
which is exceptional and incurred no charge-offs in 2015. 

• San Diego Private Bank maintained very strong capital ratios over the past year, with a Tier 1 Leverage 
Capital Ratio of 11.85% and a Total Risk Weighted Capital Ratio of 15.48% at December 31, 2015. 

 
Looking Ahead to 2016 
We believe our results demonstrate the strength of the Bank and its continued success at each of our locations. 
Our focus in 2016 will be to continue growing organically while looking at strategic acquisition opportunities.  
We believe the Company is well-positioned for growth on several fronts.  We will continue our significant 
investment in people and technology. 
 
We will continue to leverage our local market knowledge to improve underwriting and reduce default risks. We 
believe the growth and quality of our loan portfolio is a clear testament of our success in targeting high net 
worth individuals, locally-owned businesses and real estate entrepreneurs, across San Diego and Orange County 
markets.  We proudly specialize in business (commercial and industrial) and real estate loans, and offer creative 
customized financing solutions -- including loans and credit lines -- for business and personal needs. Our team 
works hard to ensure that our loans, borrowers and collateral all meet the Bank’s high underwriting standards. 
We keep close tabs on local market conditions and believe that we have industry leading insights on changing 
conditions.  
 
As always, we appreciate the ongoing support and confidence of our shareholders, clients, directors, advisory 
board members and employees. 
 
Sincerely, 
 
 
 
Thomas V. Wornham    Selwyn Isakow 
President & Chief Executive Officer  Chairman of the Board 
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2015 2014
ASSETS
Cash and due from banks 54,119,374$    48,130,635$    
Interest-bearing deposit at Federal Reserve Bank 660,000 6,610,000

Cash and Cash Equivalents 54,779,374 54,740,635
Interest-bearing deposits with other financial institutions 3,295,654 5,113,989
Investment securities available for sale 29,109,226 17,700,223
Investments securities held to maturity 276,153 525,934

Loans, net of deferred fees and costs 358,307,527 335,882,692
Unaccreted discount on acquired loans (443,235) (728,557)
Allowance for loan losses (3,156,400) (2,925,000)

Net Loans 354,707,892 332,229,135

Federal Home Loan Bank stock, at cost 2,134,700 3,031,500
Premises and equipment, net 977,267 913,131
Deferred tax asset 5,604,000 6,095,000
Accrued interest receivable and other assets 2,869,246 2,787,619

Total Assets 453,753,512$   423,137,166$   

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities 
Deposits: 

Noninterest bearing deposits 110,975,699$   87,907,434$     
Interest-bearing deposits 229,216,300 217,492,597

Total Deposits 340,191,999 305,400,031
Other borrowings 60,368,889 64,500,000
Accrued interest payable and other liabilities 2,040,559 1,745,906

Total Liabilities 402,601,447 371,645,937

Commitments and Contingencies (Notes D and I) - -

Shareholders' Equity 
Common stock, no par value, 20,000,000 shares authorized;

3,816,936 and 4,135,935 shares issued and outstanding
for 2015 and 2014, respectively 37,409,573 42,859,845

Additional paid-in-capital 2,172,699 2,034,666
Retained earnings 11,492,607 6,564,124
Net unrealized gains on securities available for sale 77,186 32,594

Total Shareholders' Equity 51,152,065 51,491,229
Total Liabilities and Shareholders' Equity 453,753,512$   423,137,166$   
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2015 2014
Interest Income

Interest and fees on loans 19,638,201$     14,512,646$     
Interest-bearing deposits at the Federal Reserve Bank 156,991 89,222
Interest on investment securities 367,695 303,436
Dividends on Federal Home Loan Bank stock 294,869 88,604
Interest on deposits with other financial institutions 13,596 25,677

Total Interest Income 20,471,352 15,019,585

Interest Expense
Interest expense on deposits 1,214,913 1,075,598
Interest expense on borrowings 339,734 179,774

Total Interest Expense 1,554,647 1,255,372

Net Interest Income 18,916,705 13,764,213
Provision for loan losses 216,400 941,620

Net Interest Income After Provision for Loan Losses 18,700,305 12,822,593

Non-Interest Income
Service charges on deposit accounts 276,419 215,799
Gain on sale of other real estate owned ("OREO") - 146,660
Gain on sale of Small Business Administration ("SBA") loans 531,659 421,146
Gain on sale of securities - 255,950
Other fees and miscellaneous income 513,592 493,748

Total Non-Interest Income 1,321,670 1,533,303

Non-Interest Expenses
Salaries and other employee benefits 7,535,913 6,209,918
Occupancy and equipment 1,097,254 1,204,716
Data processing 888,081 821,884
Director compensation 309,867 269,394
Professional services 623,830 539,281
Insurance and regulatory assessments 238,747 177,663
Marketing 134,797 107,161
Administrative and other operating 795,070 681,614

Total Non-Interest Expense 11,623,559 10,011,631

Income Before Provision for Income Taxes 8,398,416 4,344,265
Provision for Income Taxes 3,469,933 1,820,671

Net Income 4,928,483$       2,523,594$       

Basic Earnings Per Share 1.21$              0.62$              
Diluted Earnings Per Share 1.17$              0.60$              
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2015 2014
Net Income 4,928,483$       2,523,594$       

OTHER COMPREHENSIVE INCOME:
Unrealized gains on securities available for sale:
   Change in unrealized gains 74,320 294,943
   Reclassification of gains recognized in net income - (255,950)

74,320 38,993
Related income tax effect:
   Change in unrealized gains (29,728) (124,109)
   Reclassification of gains recognized in net income - 102,380

(29,728) (21,729)

TOTAL OTHER COMPREHENSIVE INCOME 44,592 17,264

TOTAL COMPREHENSIVE INCOME 4,973,075$       2,540,858$       
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5

Accumulated

Additional Other Total
Paid-In Retained Comprehensive Shareholders'

Outstanding Amount Capital Earnings Income Equity

Balance, January 1, 2014 4,085,634 42,739,475$ 1,815,663$ 4,040,530$ 15,330$ 48,610,998$

Net Income 2,523,594 2,523,594

Share-based compensation
expense 296,163 296,163

Exercise of stock options 4,001 43,210 43,210

Issuance of restricted shares 42,100 -

Issuance of unrestricted shares 4,200 58,800 (58,800) -

Vesting of restricted shares 18,360 (18,360) -

Other comprehensive income 17,264 17,264

Balance, December 31, 2014 4,135,935 42,859,845 2,034,666 6,564,124 32,594 51,491,229

Net Income 4,928,483 4,928,483

Share-based compensation
expense 341,081 341,081

Exercise of stock options 73,721 760,773 (14,093) 746,680

Issuance of restricted shares 6,900 -

Vesting of restricted shares 114,225 (114,225) -

Restricted stock forfeitures (4,320) -

Issuance of unrestricted shares 4,700 74,730 (74,730) -

Stock repurchase (400,000) (6,400,000) (6,400,000)

Other comprehensive income 44,592 44,592                

Balance, December 31, 2015 3,816,936    37,409,573$ 2,172,699$ 11,492,607$ 77,186$ 51,152,065$

Common Stock
Shares
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2015 2014
Cash Flows From Operating Activities

Net income 4,928,483$      2,523,594$      
Adjustments to reconcile net income to net cash 
  provided by operating activities:

Depreciation and amortization 220,621 219,875
Provision for loan losses 216,400 941,620
Net premium amortization on securities 383,073 328,946
Loss on sale of property and equipment - 132,033
Net gain on sale of loans (531,659) (421,146)
Net gain on sale of securities - (255,950)
Net gain on sale of OREO - (146,660)
Share-based compensation expense 341,081 296,163
Deferred tax expense 462,000 703,000
(Increase) decrease in accrued interest receivable and other assets (82,356) (133,963)
Increase (decrease) in accrued interest payable and other liabilities 655,517 245,695

Net Cash Provided by Operating Activities 6,593,160 4,433,207

Cash Flows From Investing Activities
Increase in deposits with other banks 1,818,335 6,761,597
Purchases of securities available for sale (13,109,222) (5,925,657)
Maturities and principal paydowns of securities available for sale 1,641,247 2,386,970
(Purchase) redemption of Federal Home Loan Bank stock 896,800 (1,869,100)
Net increase in loans (30,394,191) (109,718,853)
Proceeds from sale of securities - 255,950
Proceeds from sale of loans 8,230,694 6,698,531
Proceeds from the sale of OREO - 201,533
Purchases of property and equipment (284,757) (305,563)

Net Cash Used in Investing Activities (31,201,094) (101,514,592)

Cash Flows From Financing Activities
Increase in deposits 34,431,104 43,748,604
Increase (decrease) in other borrowings (4,131,111) 52,656,173
Exercise of stock options 746,680 43,210
Repurchase of stock (6,400,000) -

Net Cash Provided by Financing Activities 24,646,673 96,447,987
Net (Decrease) Increase in Cash and Cash Equivalents 38,739 (633,398)
Cash and Cash Equivalents, Beginning of Year 54,740,635 55,374,033
Cash and Cash Equivalents, End of Year 54,779,374$    54,740,635$    

Supplemental Cash Flow Information
Interest paid 1,563,705$       1,262,610$       
Taxes paid 2,700,000$       1,490,000$       
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation and Nature of Operations 

The accompanying consolidated financial statements include the accounts of Private Bancorp of America, Inc. 
and its wholly-owned subsidiary San Diego Private Bank ("Bank"), collectively referred to herein as "the
Company."  All significant intercompany transactions have been eliminated.  Private Bancorp of America, Inc. 
was formed in August 2015 as a one-bank bank holding company. 

The Bank is a commercial bank chartered by the State of California and its deposits are insured by the Federal 
Deposit Insurance Corporation ("FDIC") to the maximum extent allowed.  The Bank provides a full range of 
deposit and loan services.  The Bank specializes in making loans on commercial real estate, as well as small to 
mid-sized business loans. 

The Company is headquartered in La Jolla, California with additional California locations in downtown San 
Diego, Coronado (Coronado Private Bank division), Newport Beach (Newport Private Bank division) and San 
Marcos (Private Business Capital division). 

The accounting and reporting policies of Private Bancorp of America, Inc. ("the Company") are in accordance 
with the accounting principles generally accepted in the United States of America and conform to practices within 
the banking industry.  A summary of significant accounting policies follows: 

Subsequent Events 

The Bank has evaluated subsequent events for recognition and disclosure through March 29, 2016, which is the 
date the financial statements were available to be issued. 

Use of Estimates 

In preparing financial statements in conformity with accounting principles generally accepted in the United States 
of America, management is required to make estimates and assumptions that affect the reported amounts of assets 
and liabilities and the disclosure of contingent assets and liabilities at the dates of the balance sheets, and the 
reported amounts of revenues and expenses during the reporting periods covered.  Actual results could differ from 
those estimates.  Material estimates that are particularly susceptible to significant change in the near term relate to 
the determination of the allowance for loan losses and the valuation of deferred tax assets and liabilities. 

Cash and Cash Equivalents 

Cash and cash equivalents include cash and due from banks and term federal funds sold and interest-bearing 
deposits in other financial institutions with original maturities of less than 90 days.  Net cash flows are reported 
for customer loan and deposit transactions and interest-bearing deposits in other financial institutions. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Cash and Due From Banks 

Banking regulations require that all banks maintain a percentage of their deposits as reserves in cash or on deposit 
with the Federal Reserve Bank.  The Company complied with the reserve requirements as of December 31, 2015
and 2014. 

The Company maintains amounts due from banks that exceed federally insured limits.  The Company has not 
experienced any losses in such accounts. 

Investment Securities 

Investment securities are classified as held-to-maturity when the Company has the positive intent and ability to 
hold the securities to maturity.  Securities held-to-maturity are carried at amortized cost.  The amortization of 
premiums and accretion of discounts are recognized in interest income using methods approximating the interest 
method over the period to maturity. 

Investments not classified as trading securities nor as held-to-maturity securities are classified as available-for-
sale securities.  Available-for-sale securities are carried at fair value with unrealized gains and losses reported in 
other comprehensive income.  Realized gains (losses) on available-for-sale securities are included in other income 
(expense) and, when applicable, are reported as a reclassification adjustment, net of tax, in other comprehensive 
income.  Gains and losses on sales of securities are determined on the specific identification method. 

Management evaluates securities for other-than-temporary impairment ("OTTI") on at least a quarterly basis, and 
more frequently when economic or market conditions warrant such an evaluation.  For securities in an unrealized 
loss position, management considers the extent and duration of the unrealized loss, and the financial condition and 
near-term prospects of the issuer.  Management also assesses whether it intends to sell, or it is more likely than 
not that it will be required to sell, a security in an unrealized loss position before recovery of its amortized cost 
basis.  If either of the criteria regarding intent or requirement to sell is met, the entire difference between 
amortized cost and fair value is recognized as impairment through earnings.  For debt securities that do not meet 
the aforementioned criteria, the amount of impairment is split into two components as follows:  OTTI related to 
credit loss, which must be recognized in the income statement and; OTTI related to other factors, which is 
recognized in other comprehensive income.  The credit loss is defined as the difference between the present value 
of the cash flows expected to be collected and the amortized cost basis.  For equity securities, the entire amount of 
impairment is recognized through earnings. 

Loans Held for Sale 

Small Business Administration ("SBA") loans originated and intended for sale in the secondary market are carried 
at the lower of cost or estimated market value in the aggregate.  Net unrealized losses are recognized through a 
valuation allowance by charges to income.  Gains or losses realized on the sales of loans are recognized at the time 
of sale and are determined by the difference between the net sales proceeds and the carrying value of the loans 
sold, adjusted for any servicing asset or liability.  Gains and losses on sales of loans are included in noninterest 
income. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Transfers of Financial Assets 

Transfers of financial assets are accounted for as sales, when control over the assets has been relinquished.  
Control over transferred assets is deemed to be surrendered when the assets have been isolated from the 
Company, the transferee obtains the right (free of conditions that constrain it from taking advantage of that right) 
to pledge or exchange the transferred assets, and the Company does not maintain effective control over the 
transferred assets through an agreement to repurchase them before their maturity. 

Servicing Rights 

Servicing rights are recognized separately when they are acquired through sale of loans.  Servicing rights are 
initially recorded at fair value with the income statement effect recorded in gain on sale of loans.  Fair value is 
based on a valuation model that calculates the present value of estimated future cash flows from the servicing 
assets.  The valuation model uses assumptions that market participants would use in estimating cash flows from 
servicing assets, such as the cost to service, discount rates, and prepayment speeds.  The Company compares the 
valuation model inputs and results to published industry data in order to validate the model results and 
assumptions.  All classes of servicing assets are subsequently measured using the amortization method which 
requires servicing rights to be amortized into non-interest income in proportion to, and over the period of, the 
estimated future net servicing income of the underlying loans. 

Servicing assets are evaluated for impairment based upon the fair value of the rights as compared to the carrying 
amount.  Impairment is determined by stratifying rights into groupings based on predominant risk characteristics, 
such as interest rate, loan type, and investor type.  For purposes of measuring impairment, the Company has 
identified each servicing asset with the underlying loan being serviced.  A valuation allowance is recorded where 
the fair value is below the carrying amount of the asset.   

Servicing fee income, which is reported on the income statement as Other Income, is recorded for fees earned for 
servicing loans.  The fees are based on a contractual percentage of the outstanding principal.  The amortization of 
mortgage servicing rights is netted against loan servicing fee income. 

SBA loans serviced for others totaled approximately $26.0 million and $28.0 million as of December 31, 2015 
and 2014, respectively.  The carrying value of servicing assets was approximately $543,000 and $573,000 as of 
December 31, 2015 and 2014, respectively.  The fair value of servicing assets approximates the carrying value. 

Loans 

The Company grants real estate, commercial, SBA and consumer loans to borrowing customers.  A substantial 
portion of the loan portfolio is represented by real estate loans in the San Diego area.  The ability of the 
Company's borrowers to honor their contracts is dependent upon many factors, including the real estate market 
and general economic conditions in the Company's area. Loans that management has the intent and ability to hold 
for the foreseeable future, until maturity or until paid off are generally reported at their outstanding unpaid 
principal balances.  These loans, as reported, have been reduced by unadvanced loan funds, net deferred loan fees, 
and the allowance for loan losses. 



PRIVATE BANCORP OF AMERICA, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 2015 AND 2014 

10

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Loans - Continued 

Loans on which the accrual of interest has been discounted are designated as nonaccrual loans.  The accrual of 
interest on loans is discontinued when principal or interest is past due 90 days based on the contractual terms of 
the loan or when, in the opinion of management there is reasonable doubt as to collectibility. When loans are 
placed on nonaccrual status, all interest previously accrued but not collected is reversed against current period 
interest income.  Income on nonaccrual loans is subsequently recognized only to the extent that cash is received 
and the loan's principal balance is deemed collectible.  Interest accruals are resumed on such loans only when they 
are brought current with respect to interest and principal and when, in the judgment of management, the loans are 
estimated to be fully collectible as to all principal and interest. 

Loan origination fees and costs are deferred and amortized as an adjustment of the loan's yield over the life of the 
loan using the interest method for amortizing loans (generally resulting in a constant rate of return), and the 
straight-line method for interest-only loans. 

Certain Acquired Loans 

As part of business acquisitions, the Company acquires certain loans that have shown evidence of credit 
deterioration since origination. These acquired loans are recorded at the allocated fair value, such that there is no 
carryover of the seller's allowance for loan losses. Such acquired loans are accounted for individually. The 
Company estimates the amount and timing of expected cash flows for each purchased loan, and the expected cash 
flows in excess of the allocated fair value is recorded as interest income over the remaining life of the loan 
(accretable yield). The excess of the loan's contractual principal and interest over expected cash flows is not 
recorded (non-accretable difference). Over the life of the loan, expected cash flows continue to be estimated. If 
the present value of expected cash flows is less than the carrying amount, a loss is recorded through the allowance 
for loan losses. If the present value of expected cash flows is greater than the carrying amount, it is recognized as 
part of future interest income. 

Allowance for Loan Losses 

The allowance for loan losses is a valuation allowance for probable incurred credit losses.  Loan losses are 
charged against the allowance when management confirms that the loan balance is not collectible. Subsequent 
recoveries, if any, are credited to the allowance.  Management estimates the allowance balance required using past 
loan loss experience, the nature and volume of the portfolio, information about specific borrower situations and 
estimated collateral values, economic conditions, and other factors.  Allocations of the allowance may be made 
for specific loans, but the entire allowance is available for any loan that, in management's judgment, should be 
charged off.  Amounts are charged-off when available information confirms that specific loans or portions 
thereof, are not collectible.  This methodology for determining charge-offs is consistently applied to each 
segment. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Allowance for Loan Losses - Continued 

The allowance consists of specific and general reserves.  Specific reserves relate to loans that are individually 
classified as impaired.  A loan is impaired when, based on current information and events, it is probable that the 
Company will be unable to collect all amounts due according to the contractual terms of the loan agreement.  
Factors considered in determining impairment include payment status, collateral value and the probability of 
collecting all amounts when due.  Measurement of impairment is based on the expected future cash flows of an 
impaired loan, which are to be discounted at the loan's effective interest rate, or measured by reference to an 
observable market value, if one exists, or the fair value of the collateral for a collateral-dependent loan.  The 
Company selects the measurement method on a loan-by-loan basis except that collateral-dependent loans for 
which foreclosure is probable are measured at the fair value of the collateral. 

The Company recognizes interest income on impaired loans based on its existing methods of recognizing interest 
income on nonaccrual loans.  Loans, for which the terms have been modified resulting in a concession, and for 
which the borrower is experiencing financial difficulties, are considered troubled debt restructurings and classified 
as impaired with measurement of impairment based on expected future cash flows discounted using the loan's
effective rate immediately prior to the restructuring.  

If a loan is impaired, a portion of the allowance is allocated so that the loan is reported, net, at the present value of 
estimated future cash flows using the loan's existing rate or at the fair value of collateral if repayment is expected 
solely from the collateral.  Smaller balance, homogeneous loans are collectively evaluated for impairment. 

General reserves cover non-impaired loans and are based on peer group historical loss rates for each portfolio 
segment, adjusted for the effects of qualitative or environmental factors that are likely to cause estimated credit 
losses as of the evaluation date to differ from the portfolio segment's historical loss experience.  Qualitative 
factors include consideration of the following: changes in lending policies and procedures; changes in economic 
conditions; changes in the nature and volume of the portfolio; changes in the experience, ability and depth of 
lending management and other relevant staff; changes in the volume and severity of past due, nonaccrual and 
other adversely graded loans; changes in the loan review system; changes in the value of the underlying collateral 
for collateral-dependent loans; concentrations of credit and the effect of other external factors such as competition 
and legal and regulatory requirements. 

Portfolio segments identified by the Company include construction, single-family residential, multi-family, 
nonresidential, commercial, SBA and consumer loans.  Relevant risk characteristics for these portfolio segments 
generally include debt service coverage, loan-to-value ratios and financial performance on non-consumer loans 
and credit scores, debt-to income, collateral type and loan-to-value ratios for consumer loans. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Other Real Estate Owned 

Assets acquired through or instead of loan foreclosure are initially recorded at fair value less costs to sell when 
acquired, establishing a new cost basis.  These assets are subsequently accounted for at lower of cost or fair value 
less estimated costs to sell. If fair value declines subsequent to foreclosure, a valuation allowance is recorded 
through expense.  Operating costs after acquisition are expensed. 

Federal Home Loan Bank Stock 

As a member of the Federal Home Loan Bank ("FHLB"), the Company is required to maintain a minimum 
investment in the entity's stock.  The minimum FHLB investment is calculated as percentage of aggregate 
outstanding loans, FHLB advances and other factors.  The ownership of the FHLB stock is restricted, lacks a 
market, and can only be sold at its par value to the issuer. At December 31, 2015 and 2014, FHLB stock totaled 
$2,134,700 and $3,031,500, respectively.  

Premises and Equipment 

Bank premises and equipment are stated at cost less accumulated depreciation and amortization.  Depreciation is 
computed on a straight-line basis over the estimated useful lives of the related asset. The estimated useful lives of 
furniture, fixtures and equipment are estimated to be three to fifteen years.  Leasehold improvements are 
amortized on a straight-line basis over the estimated useful lives of the improvements or the remaining lease term 
(including periods covered by renewal options which were reasonably assured at the inception of the lease),
whichever is shorter. 

Core Deposit Intangible 

Core deposit intangible ("CDI") assets arising from whole bank acquisitions are amortized on an accelerated 
method over their estimated useful lives, which range from 7 to 10 years. Amortization expense was $83,750 and 
$92,500 in 2015 and 2014, respectively.  Expected future CDI amortization expense is as follows: 

Year Ending Amount
2016 68,750$          
2017 58,500
2018 50,000
2019 42,000
2020 31,000
2021 7,000

Total 257,250$        
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Income Taxes 

Deferred income taxes are recognized for estimated future tax effects attributable to income tax carryforwards as 
well as temporary differences between financial reporting and income tax purposes.  Valuation allowances are 
established when necessary to reduce the deferred tax asset to the amount expected to be realized.  Deferred tax 
assets and liabilities are expected to be realized or settled.  As changes in tax laws or rates are enacted, deferred 
tax assets and liabilities are adjusted accordingly through the provision for income taxes. 

The Company has adopted guidance issued by the Financial Accounting Standards Board ("FASB") that clarifies 
the accounting for uncertainty in tax positions taken or expected to be taken on a tax return and provides that the 
tax effects from an uncertain tax position can be recognized in the financial statements only if, based on its merits, 
the position is more likely than not to be sustained on audit by the taxing authorities.  Interest and penalties related 
to uncertain tax positions are recorded as part of income tax expense; however, there was no penalty or interest 
expense recorded for the years ended December 31, 2015 and 2014. 

Financial Instruments 

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

Fair Value Measurements 

Fair value is the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in 
the principal or most advantageous market for the asset or liability in an orderly transaction between market 
participants on the measurement date.  Current accounting guidance establishes a fair value hierarchy, which 
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when 
measuring fair value.  That guidance describes three levels of inputs that may be used to measure fair value: 

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has 
the ability to access as of the measurement date. 

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

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

See Note M for more information and disclosures relating to the Company's fair value measurements. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Advertising Costs 

The Company expenses the cost of advertising in the period incurred. 

Comprehensive Income 

The change in unrealized gains and losses on securities available for sale is the only component of accumulated 
comprehensive income for the Company. The amount reclassified out of other accumulated comprehensive 
income relating to realized gains on securities available for sale was zero in 2015 and $255,950 in 2014 with a 
related tax effect of $102,380.   

Earnings Per Share ("EPS") 

Basic EPS excludes dilution and is computed by dividing income available to common shareholders by the 
weighted-average number of common shares outstanding for the period.  Diluted EPS reflects the potential 
dilution that could occur if securities or other contracts to issue common stock were exercised or converted into 
common stock or resulted in the issuance of common stock that then shared in the earnings of the entity. See 
Note L for additional details of EPS calculations. 

Share-Based Compensation 

Share-based compensation cost is recognized for stock option and restricted stock awards issued based on the fair 
value of these awards at the date of grant.  A Black-Scholes model is utilized to estimate the fair value of stock 
options.  Compensation cost is recognized over the required service period, generally defined as the vesting 
period.  For awards with graded vesting, compensation cost is recognized on a straight-line basis over the 
requisite service period for the entire award. 

Reclassifications 

Certain amounts in the 2014 financial statements have been reclassified to conform to the 2015 presentation. 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Recent Accounting Guidance Not Yet Effective 

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 
No. 2014-09, Revenue from Contracts with Customers (Topic 606).  This Update requires an entity to recognize 
revenue as performance obligations are met, in order to reflect the transfer of promised goods or services to 
customers in an amount that reflects the consideration the entity is entitled to receive for those goods or services.  
The following steps are applied in the updated guidance: (1) identify the contract(s) with a customer; (2) identify 
the performance obligations in the contract; (3) determine the transaction price; (4) allocate the transaction price 
to the performance obligations in the contract; and (5) recognize revenue when, or as, the entity satisfies a 
performance obligation.  These amendments are effective for annual reporting periods beginning after December 
15, 2017, including interim periods within that reporting period.  Early adoption is permitted only as of annual 
reporting periods beginning after December 15, 2016, including interim reporting periods within that period.  The 
Company is currently evaluating the effects of ASU 2014-09 on its financial statements and disclosures, if any. 

On January 5, 2016, the FASB issued Accounting Standards Update 2016-01, Financial Instruments–Overall: 
Recognition and Measurement of Financial Assets and Financial Liabilities (Subtopic 825-10).  Changes made to 
the current measurement model primarily affect the accounting for equity securities with readily determinable fair 
values, where changes in fair value will impact earnings instead of other comprehensive income.  The accounting 
for other financial instruments, such as loans, investments in debt securities, and financial liabilities is largely 
unchanged.  The Update also changes the presentation and disclosure requirements for financial instruments 
including a requirement that public business entities use exit price when measuring the fair value of financial 
instruments measured at amortized cost for disclosure purposes.  This Update is generally effective for public 
business entities in fiscal years beginning after December 15, 2017, including interim periods within those fiscal 
years.  The Company is currently evaluating the effects of ASU 2016-01 on its financial statements and 
disclosures, if any.

On February 25, 2016, the FASB issued Accounting Standards Update (ASU) 2016-02, Leases (Topic 842).  The 
most significant change for lessees is the requirement under the new guidance to recognize right-of-use assets and 
lease liabilities for all leases not considered short-term leases, which is generally defined as a lease term of less 
than 12 months.  This change will result in lessees recognizing right-of-use assets and lease liabilities for most 
leases currently accounted for as operating leases under current lease accounting guidance.  The amendments in 
this Update are effective for interim and annual periods beginning after December 15, 2018 for public business 
entities and one year later for all other entities.  The Company is currently evaluating the effects of ASU 2016-02 
on its financial statements and disclosures. 



PRIVATE BANCORP OF AMERICA, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 2015 AND 2014 

16

NOTE B - INVESTMENT SECURITIES 

The following table summarizes the amortized cost and fair value of securities available for sale and held to 
maturity at December 31, 2015 and 2014, and the corresponding amounts of gross unrealized gains and losses: 

Gross Gross
Amortized Unrealized Unrealized

December 31, 2015 Cost Gains Losses Fair Value
Securities Available for Sale:

Mortgage-backed securities 2,253,276$   -$           (14,407)$    2,238,869$  
Corporate debt securities 14,105,580 43,156 (46,941) 14,101,795
Municipal securities - tax exempt 11,398,908 116,561 (461) 11,515,008
Municipal securities - taxable 1,211,904 19,230 - 1,231,134
Marketable equity securities 10,914 11,506 - 22,420

Total 28,980,582$ 190,453$ (61,809)$    29,109,226$

Securities Held to Maturity:
Municipal securities - taxable 276,153$     4,524$    -$             280,677$     

December 31, 2014
Securities Available for Sale:

Mortgage-backed securities 2,678,350$   4,170$    (29,352)$    2,653,168$  
Corporate debt securities 7,968,704 47,978 (29,000) 7,987,682
Municipal securities - tax exempt 5,983,243 48,272 (3,238) 6,028,277
Municipal securities - taxable 1,004,689 9,151 - 1,013,840
Marketable equity securities 10,914 6,342 - 17,256

Total 17,645,900$ 115,913$ (61,590)$    17,700,223$

Securities Held to Maturity:
Municipal securities - taxable 525,934$      17,117$    -$              543,051$      

The amortized cost and fair value of the investment securities portfolio as of December 31, 2015 are shown by 
contractual maturity below.  Expected maturities may differ from contractual maturities if borrowers have the 
right to call or prepay obligations with or without call or prepayment penalties. Securities not due at a single 
maturity date are presented separately. 

Amortized Fair Amortized Fair
Cost Value Cost Value

Due within one year -$                   -$                  276,153$   280,677$        
Due after one year through five years 13,414,558 13,471,131 - -
Due after five years through ten years 13,301,834 13,376,806 - -
Mortgage-backed securities 2,253,276 2,238,869 - -

Total debt securities 28,969,668 29,086,806 276,153 280,677
Marketable equity securities 10,914 22,420 - -

Total 28,980,582$     29,109,226$    276,153$   280,677$        

Available for Sale Held to Maturity
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NOTE B - INVESTMENT SECURITIES - Continued 

Mortgage-backed debt securities with unrealized losses of $8,281 and Corporate debt securities with unrealized 
losses of $28,412 as of December 31, 2015 had been in a continuous loss position for more than 12 months.  
Unrealized losses on debt securities have not been recognized into income because the issuer bonds are of high 
credit quality, management does not intend to sell and it is likely that management will not be required to sell the 
securities prior to their anticipated recovery, and the decline in fair value is largely due to changes in interest rates 
and other market conditions.  The fair value is expected to recover as the bonds approach maturity. 

The Company had pledged debt securities with a fair value of $2,238,868 and $2,653,168 to the Federal Home 
Loan Bank of San Francisco to secure borrowing arrangements discussed in Note F, as of December 31, 2015 and 
2014, respectively. 

The Company had proceeds and gains from the sale of securities of $255,950 in 2014. There were no securities 
sold in 2015. 

NOTE C - LOANS AND ALLOWANCE FOR LOAN LOSSES

The following is a summary of the loans and allowance for loan losses during the year ended December 31: 

2015 2014
Real Estate 280,758,275$  279,909,096$  
Commercial 64,542,243 43,519,043
SBA 13,225,462 12,222,629
Consumer 517,097 848,627

Loans Receivable 359,043,077 336,499,395
Unaccreted discount on acquired loans (443,235) (728,557)

Loans Receivable, net of Unaccreted Discount 
    on Acquired Loans 358,599,842 335,770,838

Net deferred loan origination fees and costs (735,550) (616,703)
Allowances for loan losses (3,156,400) (2,925,000)

Loans Receivable, net 354,707,892$   332,229,135$   

A summary of the changes in the allowance for loan losses follows as of December 31: 

2015 2014
Balance, beginning of year 2,925,000$       2,010,000$       
Provision for credit losses 216,400 941,620
Loan charge-offs - (41,620)
Loan recoveries 15,000 15,000
Balance, end of year 3,156,400$       2,925,000$       
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NOTE C - LOANS AND ALLOWANCE FOR LOAN LOSSES - Continued

The following table summarizes the allocation of the allowance as well as the activity in the allowance attributed 
to various segments in the loan portfolio as of and for the years ended December 31, 2015 and 2014: 

December 31, 2015 Real Estate Commercial SBA Consumer Total
Allowance for Loan Losses:

Beginning of Year 2,037,137$       442,612$       445,048$        203$            2,925,000$      
Provisions (88,125) 319,463 (18,533) 3,595 216,400
Charge-offs - - - - -
Recoveries - 15,000 - - 15,000
End of Year 1,949,012$       777,075$       426,515$        3,798$         3,156,400$      

Reserves:
Specific -$                      -$                   -$                    -$                 -$                     
General 1,949,012 777,075 426,515 3,798 3,156,400

1,949,012$       777,075$       426,515$        3,798$         3,156,400$      

Loans Evaluated for Impairment:
Individually -$                      225,000$       -$                    -$                 225,000$         
Collectively 280,317,633 64,314,650 13,225,462 517,097 358,374,842

280,317,633$   64,539,650$  13,225,462$   517,097$     358,599,842$  

December 31, 2014
Allowance for Loan Losses:

Beginning of Year 1,521,757$       240,291$       247,622$        330$            2,010,000$      
Provisions 515,380 227,098 197,426 1,716 941,620
Charge-offs - (39,777) - (1,843) (41,620)
Recoveries - 15,000 - - 15,000
End of Year 2,037,137$       442,612$       445,048$        203$            2,925,000$      

Reserves:
Specific -$                      -$                   -$                    -$                 -$                     
General 2,037,137 442,612 445,048 203 2,925,000
Loans acquired with 
  deteriorated credit quality - - - - -

2,037,137$       442,612$       445,048$        203$            2,925,000$      

Loans Evaluated for Impairment:
Individually 962,277$          -$                   -$                    -$                 962,277$         
Collectively 276,176,105 43,605,708 12,222,629 848,627 332,853,069
Loans acquired with 
  deteriorated credit quality 1,955,492 - - - 1,955,492

279,093,874$   43,605,708$  12,222,629$   848,627$     335,770,838$  
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NOTE C - LOANS AND ALLOWANCE FOR LOAN LOSSES - Continued

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

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

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

Impaired - A loan is considered impaired, when, based on current information and events, it is probable 
that the Company will be unable to collect all amounts due according to the contractual terms of the loan 
agreement.  Additionally, all loans classified as troubled debt restructurings are considered impaired. 

Loans listed as pass include larger non-homogeneous loans not meeting the risk rating definitions above and 
smaller, homogeneous loans not assessed on an individual basis.

The risk category of loans by class of loans was as follows as of December 31, 2015: 

Special
December 31, 2015 Pass Mention Substandard Impaired Total

Real Estate:
Construction 31,809,906$   -$                -$              -$              31,809,906$   

   Residential real estate 51,682,916 - 229,981 - 51,912,897
Multi-family residential 47,157,130 - - - 47,157,130
Nonresidential 142,689,802 5,217,000 1,530,898 - 149,437,700

Commercial 64,245,650 69,000 225,000 64,539,650
SBA 12,959,309 266,153 - - 13,225,462
Consumer 517,097 - - - 517,097

351,061,810$ 5,483,153$    1,829,879$ 225,000$     358,599,842$
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NOTE C - LOANS AND ALLOWANCE FOR LOAN LOSSES - Continued

The risk category of loans by class of loans was as follows as of December 31, 2014:  

Special
December 31, 2014 Pass Mention Substandard Impaired Total

Real Estate:
Construction 31,091,502$   -$                -$              -$              31,091,502$   

   Residential real estate 50,470,985 - 1,224,812  - 51,695,797
Multi-family residential 65,076,562 - - - 65,076,562
Nonresidential 123,407,781  330,125 6,529,830  962,277 131,230,013  

Commercial 42,909,331 696,377 - - 43,605,708
SBA 12,204,404 18,225 - - 12,222,629
Consumer 848,627 - - - 848,627

326,009,192$ 1,044,727$   7,754,642$ 962,277$    335,770,838$ 

Past due and nonaccrual loans presented by loan class were as follows as of December 31, 2015 and 2014: 

30-89 Days Over 90 Days
December 31, 2015 Past Due Past Due Nonaccrual

Commercial -$                 -$                 225,000$       

-$                 -$                 225,000$       

December 31, 2014
Non Residential 712,009$       -$                 962,277$       
Residential Real Estate 1,005,452 -
Commercial 471,376 - -

1,183,385$     1,005,452$     962,277$       

Still Accruing
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NOTE C - LOANS AND ALLOWANCE FOR LOAN LOSSES - Continued 

Information relating to individually impaired loans presented by class of loans was as follows as of 
December 31, 2015 and 2014: 

Unpaid Average Interest
Principal Recorded Without Specific With Specific Related Recorded Income

December 31, 2015 Balance Investment Allowance Allowance Allowance Investment Recognized

Commercial 225,000$     225,000$     225,000$     -$               -$             225,000$     -$               

December 31, 2014
Commercial Real Estate:

Nonresidential 1,286,277$   962,277$     962,277$     -$               -$             962,277$     -$               

Impaired Loans

No loans were modified as troubled debt restructurings for the periods ended December 31, 2015 and 2014. The 
Company has not allocated specific reserves to customers whose loan terms have been modified in troubled debt 
restructurings as of December 31, 2015 and 2014.  The Company has committed to lend no additional amounts to 
customers with outstanding loans that are classified as troubled debt restructurings as of December 31, 2015 and 
2014. 

The Company has purchased loans for which there was, at acquisition, evidence of deterioration of credit quality 
since origination and it was probable, at acquisition, that all contractually required payments would not be 
collected.  The Company had no outstanding balance or carrying amount for these loans at December 31, 2015 
and $2,160,209 and $1,955,492 at December 31, 2014, respectively. For these purchased credit-impaired loans, 
the Company did not increase the allowance for loan losses after the acquisition during 2015 or 2014. 

The change in accretable discount on purchased credit-impaired loans during the years 2015 and 2014 was as 
follows: 

2015 2014
Balance, beginning of year 27,539$           161,688$         
Accretion of income (204,718) (134,149)
Reclassification from nonaccretable difference 177,179 -
Disposals - -
Balance, end of year -$                   27,539$           
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NOTE D - PREMISES AND EQUIPMENT

The following is a summary of premises and equipment at December 31: 

2015 2014
Leasehold improvements 531,085$         480,075$         
Furniture, fixtures and equipment 969,044 735,296

1,500,129 1,215,371
Accumulated depreciation and amortization (522,862) (302,240)

977,267$         913,131$         

Total depreciation expense for the years ended December 31, 2015 and 2014, was $220,621 and $219,875,
respectively. 

The Company leases its main office in La Jolla and branch facilities in Coronado, San Diego, San Marcos and 
Newport Beach under noncancellable operating leases that expire on various dates through 2026.  The Company 
is also responsible for common area maintenance, taxes and insurance on these leases.  In March 2014, the 
Company early terminated its India Street branch location in San Diego and entered into a separate lease 
agreement for a different branch location in San Diego on West C Street.  An abandonment loss of approximately 
$132,000 was recognized in the second quarter of 2014 relating to the early termination of this lease.  

Future minimum payments under the above operating leases as of December 31, 2015, including periods covered 
by renewal options which were reasonably assured at inception of the lease and the impact of the terminated and 
newly executed leases in 2016 through March 29, 2016, are as follows: 

Year Ending Amount
2016 675,221$           
2017 655,582
2018 672,489
2019 691,596
2020 710,300

Thereafter 1,896,419
Total 5,301,607$         

Rental expense was $626,110 and $614,874 in 2015 and 2014, respectively.
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NOTE E - DEPOSITS

Interest bearing deposits at December 31 consist of the following: 

2015 2014
Interest bearing checking accounts 11,961,840$     9,979,576$       
Savings and money market 151,284,692 140,359,198
Time certificate of deposit accounts under $250,000 52,096,322 60,237,391
Time certificate of deposit accounts $250,000 and over 13,873,446 6,916,432

229,216,300$   217,492,597$   

As of December 31, 2015 and 2014, all noninterest-bearing deposits are demand deposits.  The maturity of time 
certificates of deposit is as follows: 

2015 2014
Within one year 39,414,590$     30,264,812$     
One year to three years 25,060,855 36,005,866
Over three years 1,494,323 883,145

65,969,768$     67,153,823$     

NOTE F - BORROWING ARRANGEMENTS 

The Company's other borrowings include advances from the Federal Home Loan Bank (FHLB) of San Francisco.  

A summary of FHLB borrowings as of December 31, 2015, is as follows: 

Rate of
Lender Maturity Interest Amount

Federal Home Loan Bank May 6, 2016 2.20% 2,500,000$       
Federal Home Loan Bank January 23, 2017 0.78% 20,000,000
Federal Home Loan Bank Open 0.41% 30,000,000

52,500,000$     

At December 31, 2015 and 2014, approximately $178.7 million and $183.8 million in loans and $2.1 million and 
$2.5 in securities were pledged as collateral to the FHLB for the borrowings presented in the table above, 
respectively. At December 31, 2015 and 2014, the Company had remaining financing availability of 
approximately $70.5 million and $68.8 million based on the level of pledged loans and securities, respectively,
after consideration of the amounts outstanding. 
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NOTE F - BORROWING ARRANGEMENTS - Continued 

As of December 31, 2015 and 2014, approximately $3.3 million and $5.2 million in loans were pledged as 
collateral to the Federal Reserve Bank on a securitized borrowing arrangement with related borrowing capacity of 
approximately $1.9 million and $3.5 million, respectively.  There was no balance outstanding on this borrowing 
arrangement at December 31, 2015 and 2014. 

The Company has borrowing lines with correspondent banks totaling $13.0 million as of December 31, 2015.  
There were no balances outstanding on these borrowing lines. 

Private Bancorp of America, Inc. entered into an $8.0 million ten-year loan ($7.9 million net of origination costs) 
that is unsecured, with interest only payable in the first three years. Thereafter the loan will amortize over 25 
years for the final seven years. The interest rate is fixed at 4.95% per annum for the first five years with the last 
five years floating at WSJ Prime +1.70%. There is a 2% or 1% penalty should the loan be pre-paid in years one or 
two respectively. Principal repayments required over the next five years include none in years 2016 through 2018 
and $167,000 and $175,000 in 2019 and 2020, respectively.   

NOTE G - INCOME TAXES

The provision for income tax expense for the years ended December 31, 2015 and 2014 consisted of the 
following: 

2015 2014
Current Taxes:

Federal 2,195,131$ 769,128$     
State 812,802 348,543

3,007,933 1,117,671
Deferred Taxes:

Deferred 462,000 703,000
      Provision for Income Tax 3,469,933$ 1,820,671$

A comparison of the Federal statutory income tax rates to the Company's effective income tax rate is as follows: 

Amount Rate Amount Rate
Statutory Federal Tax 2,855,000$ 34.0% 1,477,000$   34.0%
State Franchise Tax, Net of Federal Benefit 608,000 7.2% 320,000 7.2%
Other Items, Net 6,933 0.1% 23,671 0.5%

Actual Tax Expense 3,469,933$ 41.3% 1,820,671$   41.8%

2015 2014
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NOTE G - INCOME TAXES - Continued 

Deferred taxes are a result of differences between income tax accounting and generally accepted accounting 
principles with respect to income and expense recognition.

The following is a summary of the components of the net deferred tax asset accounts recognized in the 
accompanying balance sheets at December 31: 

2015 2014
Deferred Tax Assets:

Start-up and organization costs 295,000$         341,000$         
Operating loss carryforwards 3,890,000 4,211,000
Allowance for loan losses due to tax limitations 505,000 415,000
Stock-based compensation 375,000 395,000
Investment other than temporary impairment - 243,000
Acquisition accounting fair value adjustments 63,000 157,000
Other 805,000 591,000

5,933,000 6,353,000
Deferred Tax Liabilities:

Depreciation difference (104,000) (67,000)
Cash basis reporting for income tax purposes - (26,000)
Deferred costs (78,000) (70,000)
Other (147,000) (95,000)

(329,000) (258,000)
      Net Deferred Tax Assets 5,604,000$       6,095,000$       

The Company has total net operating loss carryforwards of approximately $9.4 million for Federal income and 
approximately $9.7 million for California franchise tax purposes.  Net operating loss carryforwards, to the extent 
not used, will begin to expire in 2026 for Federal and 2016 for California franchise tax purposes.   

These NOL carryforwards were acquired as part of the 2011 acquisition of Coronado First Bank and the 2013 
acquisition of San Diego Private Bank.  They are subject to an annual limitation by Section 382 of the Internal 
Revenue Code.  The amount of the annual limitation for Federal and California Franchise Tax purposes is 
$332,883 for the 2011 acquisition and $445,559 for the 2013 acquisition.  The Company anticipates that these 
carryforwards will be utilized prior to their expiration and therefore no valuation allowance has been provided. 
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NOTE G - INCOME TAXES - Continued 

The Company's Federal income tax returns for the years ended December 31, 2012 through 2014 have been filed, 
and are open to audit by the Internal Revenue Service.  The Company's California franchise tax returns for the 
years ended December 31, 2011 through 2014 have been filed, and are open to audit by the State of California. 

NOTE H - SHARE-BASED COMPENSATION 

The Company has adopted the 2006 Stock Plan (the 2006 Plan).  The options under the 2006 Plan are granted to 
directors, officers, key employees of the Company, and certain consultants.  Under the 2006 Plan, both incentive 
stock options, nonqualified stock options and restricted stock grants may be granted.  The 2006 Plan provided for 
the issuance of up to 600,000 options, which was increased to 800,000 in 2013 pursuant to the merger agreement 
with San Diego Private Bank.  Option prices may not be less than 100 percent of the fair market value of the stock 
at the date of grant. Stock options expire no later than ten years from the date of grant and vest based on a 
schedule determined by the Company's Board of Directors. The 2006 Plan provides for accelerated vesting if 
there is a change of control, as defined in the 2006 Plan.   

The Company recognized share-based compensation cost of $341,081 and $296,163 in 2015 and 2014,
respectively, related to options and restricted stock grants awarded. Tax benefits associated with share-based 
compensation amounted to approximately $100,000 and $75,000 in 2015 and 2014, respectively. 

The Company granted 35,000 stock options during 2015 with a weighted-average fair value of $3.42. No stock 
options were granted in 2014. The fair value of the options granted in 2015 was estimated using the Black-
Scholes option-pricing model with the following weighted-average assumptions: 

2015
Dividend yield 0.00%
Expected life 6.5 Years
Expected volatility 20.00%
Risk-free interest rate 1.60%
Weighted-average fair value at grant date 3.42$       

Since the Company has a limited amount of historical stock activity the expected volatility is based on the 
historical volatility of similar banks that have a longer trading history.  The expected term represents the 
estimated average period of time that the options remain outstanding.  Since the Company does not have 
sufficient historical data on the exercise of stock options, the expected term is based on the "simplified" method 
that measures the expected term as the average of the vesting period and the contractual term.  The risk free rate 
of return reflects the grant date interest rate offered for zero coupon U.S. Treasury bonds over the expected term 
of the options. 



PRIVATE BANCORP OF AMERICA, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 2015 AND 2014 

27

NOTE H - SHARE-BASED COMPENSATION - Continued 

A summary of the status of the stock options issued under the Company's 2006 Plan as of December 31, 2015 and 
change during the year then ended follows: 

Weighted-
Average

Remaining Aggregate
Contractual Intrinsic

Options Exercise Price Term Value

Balance, beginning of year 611,392 10.32$           
Granted 35,000 14.74
Exercised (74,853) 10.20
Forfeited or expired (20,391) 10.80

Balance, end of year 551,148 10.60$           3.82 Years 3,138,815$     

Options exercisable 439,359 10.24$           2.82 Years 2,661,578$     

2015

The intrinsic value of option shares exercised in 2015 was approximately $246,000. 

As of December 31, 2015, there was $159,005 of total unrecognized compensation cost related to outstanding 
stock options that will be recognized over a weighted-average period of 1.46 years. 

A summary of the status of the restricted stock grants issued under the Company's 2006 Plan as of December 31, 
2015 and 2014 and changes during the years then ended follows: 

Weighted- Weighted-
Average Average

Unvested Grant Date Unvested Grant Date
Shares Fair Value Shares Fair Value

Balance, beginning of year 47,200 12.27$           6,800 10.80$           
Granted 6,900 14.80 42,100 12.45
Shares Vested (9,400) 12.15 (1,700) 10.80
Forfeited or expired (4,320) 12.45 - -

Balance, end of year 40,380 12.71$           47,200 12.27$           

20142015

As of December 31, 2015, there was $452,105 of total unrecognized compensation cost related to restricted stock 
grants that will be recognized over a weighted-average period of 2.35 years. 
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NOTE I - COMMITMENTS 

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

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

The following is a summary of contractual or notional amounts of off-balance sheet financial instruments that 
represent credit risk at December 31, 2015 and 2014. 

2015 2014
Financial instruments whose contract amounts
  represent credit risks:

Commitments to extend credit 74,985,000$     59,232,000$     
Standby letters of credit - 52,000

74,985,000$     59,284,000$     

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

NOTE J - RELATED PARTY TRANSACTIONS 

Loans to related parties totaled approximately $743,000 and $761,000 as of December 31, 2015 and 2014,
respectively.  The following is a summary of changes in related party loans: 

2015

Balance, Beginning of Year 760,534$         
  New Loans and Advances -
  Repayments (17,863)

Balance, End of Year 742,671$         
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NOTE J - RELATED PARTY TRANSACTIONS - Continued

As of December 31, 2015 and 2014, the Company's balance sheet included deposits from executive officers and 
directors totaling approximately $19,798,000 and $6,706,000, respectively.  

In 2015, the Company entered into a consulting agreement with its Chairman of the Board wherein various 
services are provided including client development and retention, shareholder development and communications, 
business model implementation and acquisition strategies.  For services provided, the Chairman received annual 
compensation of $108,000 and reimbursement for expenses. The term of the consulting agreement was for 12 
months, expiring on February 29, 2016.

NOTE K - REGULATORY MATTERS

The Bank is subject to various regulatory capital requirements administered by the Federal banking agencies.  
Failure to meet minimum capital requirements can initiate certain mandatory, and possibly, additional 
discretionary actions by regulators that, if undertaken, could have a direct material effect on the Company's
financial statements.  Under capital adequacy guidelines and the regulatory framework for prompt corrective 
action, the Bank must meet specific capital guidelines that involve quantitative measures of the Bank's assets, 
liabilities, and certain off-balance sheet items, as calculated under regulatory accounting practices.  The Bank's
capital amounts and classification are also subject to qualitative judgments by the regulators about components, 
risk weightings, and other factors. 

In July, 2013, the federal bank regulatory agencies approved the final rules implementing the Basel Committee on 
Banking Supervision's capital guidelines for U.S. banks.  The new rules became effective on January 1, 2015,
with certain of the requirements phased-in over a multi-year schedule.  Under the rules, minimum requirements 
increased for both the quantity and quality of capital held by the Bank.  The rules include a new common equity 
Tier 1 ("CET1") capital to risk-weighted assets ratio with minimums for capital adequacy and prompt corrective 
action purposes of 4.5% and 6.5%, respectively.  The minimum Tier 1 capital to risk-weighted assets ratio was 
raised from 4.0% to 6.0% under the capital adequacy framework and from 6.0% to 8.0% to be well-capitalized 
under the prompt corrective action framework.  In addition, the rules introduced the concept of a "conservation 
buffer" of 2.5% applicable to the three capital adequacy risk-weighted asset ratios (CET1, Tier 1 and Total).  The 
conservation buffer will be phased-in on a pro rata basis over a four year period beginning in 2016.  If the capital 
adequacy minimum ratios plus the phased-in conservation buffer amount exceed actual risk-weighted capital 
ratios, then dividends, share buybacks and discretionary bonuses to executives could be limited in amount.  Based 
on the level of actual risk-weighted capital ratios at December 31, 2015, the Bank does not expect to be limited by 
the provisions of the conservation buffer when it becomes effective in 2016. 

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain 
minimum amounts and ratios of total, Tier 1, and CET1 capital (primarily common stock and retained earnings 
less goodwill) to risk-weighted assets, and of Tier 1 capital to average assets.  Management believes that the Bank 
meets all capital adequacy requirements to which it is subject as of December 31, 2015. 

As of December 31, 2015, the most recent notification from the FDIC categorized the Bank as "well-capitalized" 
under the regulatory framework for prompt corrective action.  To be categorized as well-capitalized the Bank 
must maintain minimum total risk-based, Tier 1 risk-based, and Tier 1 leverage ratios as set forth in the table 
below.  There are no conditions or events since the notification that management believes have changed the 
Bank's category. 
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NOTE K - REGULATORY MATTERS - Continued

The Bank's actual and required capital amounts and ratios as of December 31, 2015 and 2014, are presented 
below (dollar amounts in thousands): 

Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2015

Total capital (to risk-weighted assets) 56,824$  15.5% 29,362$  8.0% 36,703$   10.0%
Tier 1 capital (to risk-weighted assets) 53,542 14.6% 22,022 6.0% 29,362 8.0%
CET1 capital (to risk-weighted assets) 53,542 14.6% 16,516 4.5% 23,857 6.5%
Tier 1 capital (to average assets) 53,542 11.8% 18,076 4.0% 22,595 5.0%

As of December 31, 2014
Total capital (to risk-weighted assets) 53,556$  15.3% 28,078$  8.0% 35,098$   10.0%
Tier 1 capital (to risk-weighted assets) 50,567 14.4% 14,039 4.0% 21,059 6.0%
Tier 1 capital (to average assets) 50,567 14.0% 14,446 4.0% 18,058 5.0%

Actual

Capitalized
To Be Well-

Under Prompt

Adequacy Purposes
For Capital Corrective

Provisions

The California Financial Code generally acts to prohibit banks from making a cash distribution to its shareholders 
in excess of the lesser of the bank's undivided profits or the bank's net income for its last three fiscal years less the 
amount of any distribution made by the bank's shareholders during the same period. 
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NOTE L - EARNINGS PER SHARE ("EPS") 

The following is a reconciliation of net income and shares outstanding to the income and number of shares used to 
compute EPS. 

Net Net
Income Shares Income Shares

Net income as reported 4,928,483$    2,523,594$    
Shares outstanding at year-end 3,816,936 4,135,935
Less unvested restricted shares (40,380) (47,200)
Impact of weighting shares issued

or retired during the year 308,893 (26,464)
      Used in Basic EPS 4,928,483 4,085,449 2,523,594 4,062,271
Dilutive effect of outstanding stock

options - 144,879 - 124,670
      Used in Dilutive EPS 4,928,483$     4,230,328 2,523,594$     4,186,941

2015 2014

There were 35,000 anti-dilutive shares as of December 31, 2015 and none at December 31, 2014. 

NOTE M - FAIR VALUE MEASUREMENTS 

The following is a description of valuation methodologies used for assets measured at fair value on a recurring 
basis: 

Securities: The fair values of securities available for sale are determined by obtaining quoted prices on nationally 
recognized securities exchanges (Level 1) or matrix pricing, which is a mathematical technique used widely in the 
industry to value debt securities without relying exclusively on quoted prices for specific securities but rather by 
relying on the securities' relationship to other benchmark quoted securities (Level 2).  
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NOTE M - FAIR VALUE MEASUREMENTS - Continued 

The following table provides the hierarchy and fair value for each major category of assets and liabilities 
measured at fair value at December 31, 2015 and 2014: 

Fair Value Measurements Using:
December 31, 2015 Level 1 Level 2 Level 3 Total

Assets Measured at Fair Value:
  On a Recurring Basis:
       Securities available for sale -$                 29,109,226$      -$                 29,109,226$    

December 31, 2014
Assets Measured at Fair Value:
  On a Recurring Basis:
       Securities available for sale -$                 17,700,223$      -$                 17,700,223$    

The Company had no assets or liabilities measured at fair value on a non-recurring basis as of December 31, 2015 
and 2014. 

NOTE N - FAIR VALUE OF FINANCIAL INSTRUMENTS 

The fair value of a financial instrument is the amount at which the asset or obligation could be exchanged in a 
current transaction between willing parties, other than in a forced or liquidation sale.  Fair value estimates are 
made at a specific point in time based on relevant market information and information about the financial 
instrument.  These estimates do not reflect any premium or discount that could result from offering for sale at one 
time the entire holdings of a particular financial instrument.  Because no market value exists for a significant 
portion of the financial instruments, fair value estimates are based on judgments regarding future expected loss 
experience, current economic conditions, risk characteristics of various financial instruments, and other factors.  
These estimates are subjective in nature, involve uncertainties and matters of judgment and, therefore, cannot be 
determined with precision.  Changes in assumptions could significantly affect the estimates. 

Fair value estimates are based on financial instruments both on and off the balance sheet without attempting to 
estimate the value of anticipated future business and the value of assets and liabilities that are not considered 
financial instruments.  Additionally, tax consequences related to the realization of the unrealized gains and losses 
can have a potential effect on fair value estimates and have not been considered in many of the estimates. 
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NOTE N - FAIR VALUE OF FINANCIAL INSTRUMENTS - Continued 

The following methods and assumptions were used to estimate the fair value of significant financial instruments: 

Financial Assets 

The carrying amounts of cash, short term investments, amount due from customers on acceptances, and bank 
acceptances outstanding are considered to approximate fair value.  Short term investments include federal funds 
sold, securities purchased under agreements to resell, and interest bearing deposits with banks.  The determination 
of the fair value of investment securities is based on upon estimates provided by a third party pricing service and 
which reflect various assumptions using indirect unobservable inputs.  The fair value of loans is estimated using a 
combination of techniques, including discounting estimated future cash flows at current market rates of interest. 

Financial Liabilities 

The carrying amounts of deposit liabilities payable on demand, and other borrowed funds are considered to 
approximate fair value.  For fixed maturity deposits, fair value is estimated by discounting estimated future cash 
flows using currently offered rates for deposits of similar remaining maturities.  The fair value of long term debt 
is based on rates currently available to the Company for debt with similar terms and remaining maturities. 

Off-Balance Sheet Financial Instruments 

The fair value of commitments to extend credit and standby letters of credit is estimated using the fees currently 
charged to enter into similar agreements.  The fair value of these financial instruments is not material.

The fair value hierarchy level and estimated fair value of significant financial instruments at December 31, 2015 
and 2014 is summarized as follows (dollar amounts in thousands): 

Fair Value Carrying Fair Carrying Fair
Hierarchy Amount Value Amount Value

Assets
Cash and due from banks Level 1 54,119$         54,119$         48,131$         48,131$         
Interest-bearing deposits at FRB Level 1 660 660 6,610 6,610
Interest-bearing deposits-other Level 1 3,296 3,296 5,114 5,114
Investment securities available for sale Level 2 29,109 29,109 17,700 17,700
Investment securities held to maturity Level 2 276 281 526 543
Loans, net Level 3 354,708 370,537 332,229 350,843

Liabilities
Deposits Level 2 340,192$       340,488$       305,400$       305,929$       
Other borrowings Level 2 60,369 60,354 64,500 64,555

December 31, 2015 December 31, 2014
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NOTE O - 401K BENEFIT PLAN 

The Company maintains a 401K benefit plan that provides for employee contributions up to maximums allowed 
by law, which are matched up to 4% by the Company.  Matching contributions charged to expense amounted to 
$110,903 and $92,436 in 2015 and 2014, respectively. 

NOTE P - LOAN PURCHASE AND ASSUMPTION OF DEPOSITS 

On December 26, 2014, the Company acquired approximately $50.0 million in loans and assumed approximately 
$8.1 million in deposits from First Security Business Bank ("FSBB").  FSBB closed its only office in Orange, 
California following the transaction and the Company will service the loans and deposits from its existing 
locations.  A premium of $132,000 was paid on the loans, which will be amortized as a yield adjustment over the 
remaining life of the acquired loans.  There was no premium or discount on the deposits assumed. 
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NOTE Q – PARENT ONLY CONDENSED FINANCIAL STATEMENTS 

2015

Cash and cash equivalents 1,006$
Due from interest-bearing 397
Investment in bank subsidiary 57,633
     Total Assets 59,036$

LIABILITIES AND SHAREHOLDERS' EQUITY
Other borrowings 7,869$
Other liabilities 15
     Total Liabilities 7,884

Shareholders' Equity:
   Common Stock 37,326
   Additional Paid-in Capital 2,256
   Retained Earnings 11,493
   Accumulated Other Comprehensive Income (Loss) 77
     Total Shareholders' Equity 51,152
     Total Liabilities and Shareholders' Equity 59,036$

2015
Interest Expense on Borrowings 38$
Noninterest Expense 101
     Income (Loss) before Equity in Undistributed Income of Subsidiaries (139)
Equity in Undistributed Income of:
  San Diego Private Bank 5,010
     Income before Income Taxes 4,871
Income Tax Benefit 57
     Net Income 4,928$
Other comprehensive income, net of tax:
  Change in unrealized gains/losses on securites, net of taxes 45                     
Comprehensive Income 4,973$              

Year ended December 31, 2015
(dollars in thousands)

ASSETS

CONDENSED BALANCE SHEET
December 31, 2015
(dollars in thousands)

CONDENSED STATEMENT OF INCOME AND COMPREHENSIVE INCOME
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NOTE Q – PARENT ONLY CONDENSED FINANCIAL STATEMENTS – Continued 

2015
Cash Flows from Operating Activities:
  Parent only loss (81)$
  Increase in other liabilities 14

(67)
Cash Flows from Investment Activities:
  Increase in interest-bearing deposits (396)

(396)
Cash Flows from Financing Activities:
  Increase in other borrowings 7,869
  Repurchase of stock (6,400)

1,469

Increase in cash and cash equivalents 1,006
Cash and Cash Equivalents Beginning of Year -
Cash and Cash Equivalents End of Year 1,006$

CONDENSED STATEMENT OF CASH FLOW

(dollars in thousands)
Year ended December 31, 2015
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