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FORWARD LOOKING STATEMENTS

This report may contain “forward-looking statements” about Studio Financial Holdings, Inc., Studio Bank, and/or the consolidated 
financial institution that involve inherent risks and uncertainties. (The term “forward-looking statement” is defined by the Secu-
rities Act of 1933, as amended, the Securities Exchange Act of 1934, as amended, and certain rules promulgated thereunder. Our 
annual report may contain certain forward-looking statements with respect to the financial condition, results of operations, plans, 
objectives, future performance and business of Studio Financial Holdings, Inc. and/or our combined company including statements 
preceded by, followed by or that include the words or phrases such as “believes,” “expects,” “anticipates,” “plans,” “trend,” “objective,” 
“continue,” “remain” or similar expressions or future or conditional verbs such as “will,” “would,” “should,” “could,” “might,” “can,” 
“may” or similar expressions. There are a number of important factors that could cause future results to differ materially from 
historical performance and these forward-looking statements. Factors that might cause such a difference include, but are not 
limited to: (1) general economic conditions and weakening in the economy are less favorable than expected, specifically the real 
estate market, either nationally or in the southeastern United States and our market areas; (2) deteriorating credit quality; (3) 
political developments, health emergencies, wars or other hostilities that may disrupt or increase volatility in securities markets 
or other economic conditions; (4) changes in the interest rate environment that may have the effect of reducing interest margins; 
(5) prepayment speeds, loan origination and sale volumes, charge-offs and loan loss provisions; (6) our ability to maintain
required capital levels and adequate sources of funding and liquidity; (7) changes and trends in the banking industry generally
and technology changes instituted by us, our competitors, and our counterparties, including artificial intelligence; (8)
competitive pressures among depository institutions; (9) effects of critical accounting policies and judgments; (10) changes in
accounting policies or procedures as may be required by the Financial Accounting Standards Board or other regulatory agencies;
(11) legislative or regulatory changes or actions, or significant litigation, adversely affecting our financial institution or the lines of
business in which we are engaged; (12) our ability to attract and retain key personnel; (13) the ability of the holding company to
receive dividends from its bank subsidiary; (14) the potentially dilutive effect of future acquisitions (if any) on current
shareholders’ ownership of our holding company; (15) our ability to secure confidential information through the use of
computer systems and telecommunications networks and our ability to effectively address and withstand technology
disruptions on our part or on the part of our vendors and customers; and (16) the impact of reputational risk created by these
developments within our financial institution (or within the larger banking industry) on such matters as business generation
and retention, funding, and liquidity. Neither Studio Financial Holdings, Inc. nor Studio Bank undertakes any obligation to
release revisions to these forward-looking statements or reflect events or circumstances after the date of this annual report.
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1 Audited Financial Report

Our motto for 2025 was "Full Steam Ahead," 
expressing our purposeful growth-oriented strategy. 

Studio Bank proudly served our communities through 
our services and through our participation with 
dozens of local non-profit organizations.

Contents
Studio Financial Holdings, Inc. and our wholly-owned bank subsidiary, Studio Bank, continue to thrive and 
reach new milestones. In this annual report for 2025, we are pleased to present some of the key highlights     
of the year, to share our perspective on our business, and to provide a comprehensive summary of 
our organization's financial performance.
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A YEAR OF EXPANSION

Full steam ahead! That was our motto for 2025, and 
we certainly delivered on it. From the expansion of 
our geographic footprint, to the acceleration in our 
recruiting efforts, to the material increase in our 
revenues and net interest margin, to the growth of our 
total assets, last year was a year of rejuvenated activity 
and trajectory for Studio Bank. As you will see in this 
report, we invested heavily in growth in 2025, and 
those investments are already paying off. By the end 
of the year, our run rate of revenue reached an all-time 
high since the inception of our Bank, while pre-tax 
earnings in Q4 also showed noteworthy growth over 
prior quarters.

In many ways, 2025 marked a turning point. After 
navigating one of the most challenging and unusual 
operating environments the banking industry has 
faced in decades, we entered the year with renewed 
momentum, improving fundamentals, and a clear 
strategic direction. We moved decisively – expanding 
into the Chattanooga market, strengthening our 
capital base, adding depth to our team, and positioning 
the balance sheet for sustained growth. And the 
balance sheet certainly grew... rapidly. We also grew 
profitably, as our net interest margin expanded in 
eight of the last nine quarters. Importantly, we did all 
of this while maintaining the discipline, prudence, and 
operational excellence that have defined Studio Bank 
since our founding.

Looking back, I remain immensely proud of what our 
team accomplished in 2025. The progress we made 
was not simply incremental – it was meaningful, mea-
surable, and foundational for the next phase of our 
growth.

Dear Shareholders,

Aaron J. Dorn 
Chairman of the Board, President & Chief Executive Officer, 
Studio Financial Holdings, Inc. and Studio Bank

 By the end of the year, 

our run rate of revenue 

reached an all-time high 

since the inception of our 

Bank..."
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GEOGRAPHIC EXPANSION:  
STRENGTHENING OUR FOOTPRINT

One of the great milestones of 2025 was the expan-
sion of Studio Bank beyond our Middle Tennessee 
roots with the launch of our Chattanooga team.

This decision was the result of deliberate recruiting 
and long-term strategic intent. From the beginning, 
our vision has been to build a highly valuable bank-
ing franchise in Nashville and beyond – one rooted 
in strong and prospering communities, disciplined 
growth, and deep client relationships. Chattanooga 
represents a natural extension of our vision. It is a dy-
namic metropolitan area with a diversified economic 
base, strong entrepreneurial activity, and long-term 
growth fundamentals that closely align with the cli-
ents and businesses we are best positioned to serve.

During the year, we established a loan and deposit pro-
duction office in downtown Chattanooga, laying the 
foundation for a durable, relationship-driven franchise 
in the area. The early traction we experienced validated 
both our team selection and our approach. In its first 
year, the Chattanooga expansion contributed mean-
ingfully to new client activity and loan growth, while 
continuing to integrate into the Studio Bank culture 
and operating model.

We approached this expansion with the same philoso-
phy that has guided Studio Bank since inception: build 
relationships, earn trust, and scale deliberately. Suc-
cess in a new market is measured over time – in the 
durability of relationships, the stability of funding, and 

the quality of the loan portfolio – not in a single year. 
We look forward to seeing this expansion blossom in 
the years ahead.

GROWTH BY THE NUMBERS:  
PEOPLE AND PERFORMANCE

While Chattanooga marks our first material geographic 
expansion, we remain definitively growth-oriented 
in Middle Tennessee, as well. We continue to be 
thoughtful and selective about future opportunities, 
and in 2025 we recruited numerous new teammates 
in Nashville and Franklin. Expansion for Studio Bank is 
not measured by geography alone, but by our ability to 
attract strong talent, deliver exceptional service, and 
generate sustainable shareholder value, wherever 
those aspects may be found. 

At Studio Bank, growth is ultimately driven by our 
excellent bankers. In 2025, we invested meaningfully 
in expanding our team – adding revenue-producing 
capacity while also strengthening the operational and 
management capabilities that support a larger, more 
complex organization.

Over the course of the year, we facilitated strong rev-
enue growth and strengthened our organizational 
depth by increasing our overall headcount, ending 
2025 with 109 full-time equivalent employees. These 
additions reflected two priorities working in tandem. 
First, we expanded revenue-producing capacity in 
both Nashville and Chattanooga to generate high 
growth and to deepen client relationships. Second, we 

  Expansion for Studio Bank is not measured by geography alone, but 

by our ability to attract strong talent, deliver exceptional 
service, and generate sustainable shareholder value, 

wherever those aspects may be found."

 Chattanooga represents a natural extension of our vision..."
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enhanced our organizational bandwidth across func-
tions such as credit, finance, technology, and client 
support – ensuring the Bank remains strong, consis-
tent, and scalable.

This balance matters. Growth is most valuable over the 
long term when it is supported by excellent execution 
and disciplined risk management. Throughout 2025, 
we focused on ensuring our infrastructure, controls, 
and leadership capacity remain aligned with our 
growth trajectory, so that the client experience stays 
exceptional as we scale and so that we gain the 
efficiencies that can ultimately emerge with greater 
scale.

The impact of these investments in people became 
increasingly evident as the year progressed. By year-
end, our new-business pipelines were robust, client 
activity remained strong, and we were better posi-
tioned to support continued momentum in 2026 and 
beyond.

FINANCIAL PERFORMANCE 

The financial results of 2025 reflect both the momen-
tum of our growth and the effectiveness of our stra-
tegic decisions.

A defining feature of the year was the continued im-
provement in our net interest margin, which trans-
lated directly into stronger net interest income and 

record revenue levels. On a Bank-only basis, our 
year-to-date net interest margin improved by 33 ba-
sis points to approximately 3.12% in 2025, compared 
to 2.79% in 2024. This improvement was driven by a 
combination of lower funding costs – from rate re-
ductions, disciplined deposit pricing, and refinancing 
higher-cost wholesale funding into lower-cost sources 
– and stronger earning-asset mix and volume, led by
robust loan growth even as yields adjusted with fed-
eral rate cuts.

Importantly, this margin improvement represents a 
recovery from the unusually challenging conditions 
experienced in 2023, when rapid interest rate increas-
es caused industry-wide ramifications for all banks: 
deposit repricing, shifts in deposit mix, increased use 
of non-core funding, a prolonged inverted yield curve, 
and compressed margins. As those dynamics moder-
ated in late 2024 and into 2025, we were able to take 
a more proactive and tactical approach to rebuilding 
margin through balance sheet and funding strategies.

The benefit of this margin recovery was evident in 
our revenue performance. In the fourth quarter, we 
achieved a new record for quarterly total revenue 
of $10.3 million, up 27.0% from the fourth quarter 
of 2024.  In particular, net interest income for the 
quarter reached $9.0 million, an increase of 31.8% 
over the prior year.  For the full year, total revenue 
increased 26.9% over 2024 and totaled $38.2 million. 
This increase included certain one-time gains and 
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losses of $1.2 million. Yet, aside from those items, 
the trend in core operating revenue is quite clear: re-
curring revenue expanded materially, driven by net 
interest income growth and supported by a healthy 
contribution from fee income.

From a balance sheet perspective, the pace of the 
growth mattered as much as the quality of the growth. 
During 2025, loans held for investment grew 25.5%, 
supported by gross fundings of $296.3 million and led 
by commercial and industrial, commercial real estate, 
and construction lending. Credit quality remained sol-
id, with year-end nonperforming assets at 0.53% and 
nonperforming loans to total loans held for invest-
ment at 0.46%, both improved from the prior year.

Deposit performance was also strong, and it deserves 
a nuanced explanation. Deposits ended the year at 
approximately $1.07 billion, representing an increase 
of $219.6 million (or 25.9%) compared with the end 
of 2024. While some of this growth resulted from a 
known large temporary deposit of $120.0 million, 
all other deposits increased $99.6 million (or 11.8%) 
during 2025 compared with the end of 2024. That dis-
tinction matters, because it illustrates two truths at 
once: we experienced meaningful relationship-driv-
en deposit growth across the franchise, and we also 
managed normal variability that can occur with larg-
er commercial deposit balances. While fostering high 
deposit growth, we remained disciplined in how we 

priced deposits and how we managed funding mix 
– using a combination of repricing, refinancing, and
balance sheet positioning to protect profitability while
continuing to serve clients effectively.

Noninterest income also contributed positively to 
performance. For the year, noninterest income in-
creased $1.9 million or 40.0% to $6.5 million com-
pared to the previous year. Even excluding the $1.2 
million of one-time gains and losses recognized 
during 2025, this still represents meaningful growth 
for the Company. We view these revenue streams as 
an important complement to core spread income, be-
cause they deepen client relationships and diversify 
earnings. Fee income comes from multiple sources 
and can vary quarter to quarter, but the underlying 
theme is relationship breadth. Mortgage banking, 
loan swap fees, SBA loan-related fees, treasury man-
agement and depository fees, and other recurring 
service charges all play a role in serving clients well 
and enhancing overall profitability. Over time, our 
aim is not simply to increase fee income, but to build 
a set of capabilities that simultaneously make Stu-
dio Bank more resilient across economic cycles and 
more valuable to our clients.

On the expense side, our investments in the business 
were evident – as intended. Noninterest expense for 
the year increased to $28.6 million, reflecting the up-
front cost of growth and expansion, along with the 
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infrastructure required to support a larger organiza-
tion. Even with these investments, we remain focused 
on maintaining a disciplined approach to managing 
costs and, going forward, improving efficiency and net 
income.

Total assets ended 2025 at approximately $1.24 bil-
lion, representing 21.9% growth from 2024 and an-
other important milestone in the evolution of our 
balance sheet and the scale of the company.

STRENGTHENING THE CAPITAL BASE

A noteworthy financial event of 2025 was the success-
ful execution of a $40 million subordinated debt of-
fering at the holding company level. This transaction 
was both strategic and opportunistic. The offering 

was oversubscribed and well received by institution-
al participants, reflecting confidence in Studio Bank’s 
performance, leadership, and long-term prospects. 
The proceeds were used to refinance existing senior 
debt and to provide additional capital flexibility to 
support future growth.

From a capital perspective, this transaction mean-
ingfully strengthened our position, particularly at 
the Bank level. The subordinated debt qualified as 
Tier 2 capital for the holding company and allowed 
us to downstream Tier 1 equity capital to the Bank 
level, thus improving our overall capital ratios. This 
transaction enhanced our ability to support contin-
ued balance sheet growth without common stock 
dilution to shareholders. Just as importantly, it pro-
vides optionality – allowing us to be proactive and 
agile as opportunities arise.

 Total assets ended 2025 at approximately $1.24 billion, 

representing 21.9% growth from 2024 and another important 

milestone in the evolution of our balance sheet and the scale of the 

company."
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OPERATIONAL EXCELLENCE: 
A FOUNDATIONAL PRIORITY

While growth and expansion were defining themes of 
2025, operational excellence remained a constant and 
foundational priority.

As we are continually aware, high growth can amplify 
both strengths and challenges. Our vigilant focus on 
risk management, excellence in execution, and effi-
ciency supports our vision for high growth to gener-
ate long-term value and consistency of performance. 
We aim to manage our growth in such a way that it 
strengthens our Bank, rather than strains it. Through-
out 2025, we continued to invest in systems, process-
es, and people to support scale - while maintain-
ing the high standards for safety and soundness 
expected by regulators, clients, and shareholders 
alike.

Operational excellence at Studio Bank is a discipline 
that shows up in how we execute: strong credit ad-
ministration, thoughtful underwriting and portfolio 
monitoring, sound governance, and consistent client 
servicing across our various teams. It also includes 
continuous improvement. In 2025 we once again 
completed a full slate of customary external and 
internal reviews. These processes collectively re-
inforced the confidence of our Board and leadership 
team in the soundness of the Bank and the validity of 
our operating model.

We also continue to focus on efficiency as we scale. 
As the organization grows, we are working to stan-
dardize processes where it improves quality and 
speed, strengthen reporting and oversight, and en-
sure our teams have the tools they need to execute 
consistently. The objective is simple: operate a safe, 
sound, and compliant Bank, with as much prudence, 

and efficiency as is practical, while maintaining the 
high-touch service that defines our culture and the 
client experience.

As we grew the organization last year, we also paid 
close attention to operational capacity and resilien-
cy, including technology and cybersecurity oversight, 
vendor management, and business continuity plan-
ning. The goal in this respect is straightforward: as the 
Bank grows and we serve more and more clients, our 
systems environment should remain strong and resil-
ient.

Equally important is the consistency of the client ex-
perience. Regardless of city, product, or size of 
relationship, our clients expect a consistent and high 
level of responsiveness, expertise, and care. That 
consistency is the result of deliberate onboarding, 
clear expectations, and a culture that prioritizes 
service excellence.

Operational excellence is not a static achievement – it 
is a daily discipline. As we grow, it will remain a defin-
ing characteristic of Studio Bank.

LOOKING AHEAD: FOCUSED, READY, 
AND "LOCKED IN"

As we turn the page to 2026 and beyond, we do so 
with confidence, clarity, and momentum. For the 
coming year, we are fully aligned around a simple but 
powerful mindset: "Locked in." To be locked in means 
to be fully focused, disciplined, and committed to 
successful performance. It reflects our belief that the 
opportunity in front of us is significant and that it 
requires our very best, every day.

In 2026, we will be focused on translating the new ca-
pacity for growth that we built in 2025 into durable 
operating leverage and enhanced profitability. That 

 To be locked in means to be fully focused, disciplined, and 

committed to successful performance. It reflects our belief 

that the opportunity in front of us is significant..."
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means growing revenue while gradually improving 
efficiency as our various banking teams and client 
relationships grow and deepen. It means continuing 
to optimize our funding mix and protect net interest 
margin through disciplined deposit management and 
thoughtful balance sheet strategy. It also means con-
tinuing to diversify and grow fee income through the 
products and services that deepen relationships and 
create value for clients.

We will also remain focused on the maturation of 
our new Chattanooga location. Our objective is not 
simply to be present in Chattanooga, but to build a 
high-quality franchise there – one that reflects our 
culture, maintains strong credit standards, and grows 
in a measured and sustainable way. 

Our priorities are clear. To accomplish these objec-
tives, we will aim to deepen client relationships, drive 
core deposit growth, and prudently expand our loan 
portfolio. We will strive to manage expenses 
diligently, to improve efficiency, and to enhance 
profitability as the investments we made in 2025 
continue to mature. We will stay vigilant in risk 
management, working hard to make credit quality 
and balance sheet strength the enduring hallmarks 
of our franchise. As part of this focus, we will 
continue to invest in leadership development and in 
the habits of high-performing teams, so that 
execution and accountability remain consistent as 
we grow. 

The economic environment will continue to evolve, as 
it always does. Interest rates will move, markets will 
shift, and new challenges will emerge. It is true that 
past success does not guarantee future perform-
ance. What will not change is our readiness, flex-
ibility, and leadership. We have built a team, a 
culture, and a balance sheet designed not just to 
endure change – but to capitalize on it.

CLOSING THOUGHTS

In closing, I want to express my sincere gratitude to 
our shareholders for your continued trust and sup-
port. Studio Bank exists because of your belief in 
our vision and your partnership in our journey. I am 
equally grateful to our clients, who entrust us with 
their ambitions, and to our incredible team, whose 
talent, dedication, and integrity made everything we 
achieved in 2025 possible. We are building something 
special together – and 2025 was yet another momen-
tous year for our company.

Sincerely,

Aaron J. Dorn 
Chairman of the Board, President & Chief Executive Officer, 
Studio Financial Holdings, Inc. and Studio Bank

 In 2025, Studio Bank launched a  

new webpage for Investor Relations: 

StudioBank.com/Investor-Relations
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Financial Highlights
METRIC 2023 2024 2025
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Total Deposits (Dollars in Thousands) $763,310 $846,402 $1,065,989 

Total Assets (Dollars in Thousands) $990,156 $1,020,801 $1,244,143 

Total Equity (Dollars in Thousands) $68,376 $75,551 $85,261 
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Pre-Tax, Pre-Provision Net Revenue (Dollars in Thousands) $5,463 $8,878 $9,638 

Net Income (Dollars in Thousands) $2,287 $6,715 $6,462 

Return on Average Assets 0.3 % 0.7 % 0.6 %

Return on Average Equity 3.3 % 9.3 % 8.1 %

Efficiency Ratio 78.8 % 70.6 % 74.8 %

Net Interest Margin 2.62 % 2.65 % 2.95 %
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Total Equity/Assets 6.9 % 7.4 % 6.9 %

Common Equity Tier 1 Capital Ratio (Bank Only) 11.7 % 11.9 % 11.9 %

Total Risk-Based Capital Ratio (Bank Only) 12.9 % 13.1 % 13.1 %

Tier 1 Leverage Ratio (Bank Only) 9.8 % 9.7 % 9.8 %
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Loans Held for Investment to Deposits Ratio 98.2 % 89.5 % 89.2 %

Nointerest-bearing/Total Deposits 16.6 % 16.3 % 14.3 %

Allowance for Credit Losses/Loans Held for Investment 1.2 % 1.2 % 1.1 %

Nonperforming Loans/Loans Held for Investment 0.8 % 0.6 % 0.5 %

Nonperforming Assets/Assets 0.6 % 0.7 % 0.5 %

Net Charge-offs/Average Loans 0.0 % 0.1 % 0.1 %
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Book Value Per Share $9.75 $10.70 $11.95 

Shares Outstanding at Period End 7,009,371 7,062,280 7,135,131 

Basic Earnings Per Share $0.31 $0.95 $0.91 

Weighted Average Basic Shares Outstanding 7,389,129 6,983,356 7,012,582 

Diluted Earnings Per Share $0.30 $0.95 $0.90 

Weighted Average Diluted Shares Outstanding 7,497,669 7,010,951 7,072,734 
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In 2025, we continued to invest in our greatest 
strength: our people. Studio Bank grew to 109 team 
members across 16 departments and expanded our 
presence beyond Nashville with the launch of our 
Chattanooga location. Across Tennessee, the Bank 
welcomed experienced professionals in commercial 
banking, treasury management, credit, and client 
services, strengthening both our depth of expertise 
and local relationships. This growth reflects our belief 
that exceptional banking begins with exceptional 
people.

Powered By Our People
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Community impact is not separate from our work – it is 
an extension of our purpose. In 2025, our team 
continued to invest deeply in the people and places that 
make our communities strong, pairing financial support 
with meaningful, hands-on involvement and leadership. 
We were proud to stand alongside organizations 
advancing opportunities in education, economic 
development, affordable housing, health and human 
services, and the arts, including Junior Achievement of 
Middle TN, Habitat for Humanity of Greater Nashville, 
FiftyForward, LOVE Academy, Ella’s House, Renewal 
House, NAMI Chattanooga, Dream Streets, the 
Chattanooga Area Food Bank, and more. This work 
reflects who we are and our belief that lasting success is 
built by strengthening the communities we serve. 

Driving Local Momentum

85
Nonprofit partners 
received financial support

795 
Volunteer hours among 
teammates

22 
Team members in 
nonprofit leadership roles
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OTCMKTS: STBK

Continental Stock Transfer
& Trust Company 
1 State Street, 30th Floor 
New York, NY 10004

Crowe LLP
720 Cool Springs Blvd., Suite 600 
Franklin, TN 37067

Studio Financial Holdings, Inc.
124 12th Avenue South, Suite 400 
Nashville, TN 37203

615-360-5500

615-338-9998
StudioBank.com

For additional financial documents and information, please visit the
Investor Relations section of our website at StudioBank.com.

Studio Bank's most recent Consolidated Reports of Condition and
Income (Call Report) is available on the Federal Financial Institutions
Examinations Council (FFIEC) website at https://cdr.ffiec.gov/public.

800-509-5586
cstmail@continentalstock.com
ContinentalStock.com

https://otcmarkets.com/stock/STBK

The next Annual Meeting of shareholders of Studio Financial 
Holdings, Inc. is Friday, June 26, 2026, at 8:30 AM CT, at our Franklin 
Office. Please see proxy materials for more details.
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1. 

INDEPENDENT AUDITOR'S REPORT 
 
 
 
Board of Directors 
Studio Financial Holdings, Inc.  
Nashville, Tennessee 
 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the consolidated financial statements of Studio Financial Holdings, Inc., which comprise 
the consolidated balance sheets as of December 31, 2025 and 2024, and the related consolidated 
statements of income, comprehensive income, changes in shareholders’ equity, and cash flows for the 
years then ended, and the related notes to the financial statements. 
 
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the financial position of Studio Financial Holdings, Inc. as of December 31, 2025 and 2024, and the results 
of its operations and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
 
We also have audited, in accordance with auditing standards generally accepted in the United States of 
America, Studio Financial Holdings, Inc.’s  internal control over financial reporting as of December 31, 2025, 
based on criteria established in the Internal Control—Integrated Framework (2013), issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO) relevant to reporting 
objectives for the express purpose of meeting the regulatory requirements of Section 112 of the Federal 
Deposit Insurance Corporation Improvement Act (FDICIA) and our report dated March 30, 2026 expressed 
an unmodified opinion. . 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America (GAAS).  Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of Studio Financial Holdings, Inc. and to meet our other ethical responsibilities, in accordance 
with the relevant ethical requirements relating to our audits. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion.  
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of America, 
and for the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of consolidated financial statements that are free from material misstatement, whether due to 
fraud or error. 
 



 

 
 
 

2. 

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

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

• Identify and assess the risks of material misstatement of the consolidated financial statements, whether 
due to fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the 
consolidated financial statements. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 
are appropriate in the circumstances.  

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

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

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control–related matters 
that we identified during the audit. 
 
 
 
 
  
 Crowe LLP 
 
Franklin, Tennessee 
March 30, 2026 



December 31,
2025 2024

ASSETS
Cash and due from financial institutions $ 16,097 $ 7,919 
Interest-bearing deposits with other banks  56,128  32,711 

Cash and cash equivalents  72,225  40,630 
Investments:

Available-for-sale, at fair value (amortized cost of $129,264 and $141,563, respectively)  125,404  134,712 
Held-to-maturity, net of allowance for credit losses of $1 and $2, respectively (fair value of 

$34,603 and $35,014, respectively)  39,073  41,466 
Restricted stock, at cost  4,569  5,477 
Mortgage loans held for sale  4,133  3,955 
Loans held for investment, net of unearned income  950,509  757,201 
Allowance for credit losses  (10,740)  (9,022) 

Loans held for investment, net  939,769  748,179 
Bank owned life insurance  28,845  23,724 
Premises and equipment, net  1,549  1,547 
Operating lease right-of-use assets  5,213  3,132 
Accrued interest receivable  4,827  4,448 
Other real estate owned  2,254  2,765 
Deferred tax asset, net  6,042  6,239 
Other assets  10,240  4,527 

Total assets $ 1,244,143 $ 1,020,801 
LIABILITIES
Deposits:

Noninterest-bearing demand $ 152,572 $ 137,940 
Interest-bearing:

Interest-bearing demand  342,694  305,800 
Savings and money market  473,798  296,134 
Time deposits - customer  28,236  34,679 
Time deposits - wholesale  68,689  71,849 

Total deposits  1,065,989  846,402 
Federal Home Loan Bank advances  40,000  70,000 
Long-term debt  39,080  19,810 
Operating lease liabilities  6,017  3,958 
Accrued interest payable  1,321  836 
Accrued expenses and other liabilities  6,475  4,244 

Total liabilities  1,158,882  945,250 
SHAREHOLDERS' EQUITY
Preferred stock, $0.0001 par value; 50,000,000 shares authorized, no shares issued as of 

December 31, 2025 and 2024  —  — 
Common stock, $0.0001 par value; 150,000,000 shares authorized; 7,135,131 and 

7,062,280 shares issued as of December 31, 2025 and 2024  75,258  74,353 
Retained earnings  14,083  7,621 
Accumulated other comprehensive loss  (4,080)  (6,423) 

Total shareholders' equity  85,261  75,551 
Total liabilities & shareholders' equity $ 1,244,143 $ 1,020,801 

See the accompanying notes to the consolidated financial statements.
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Year Ended December 31,
2025 2024

Interest income
Loans, including fees $ 54,292 $ 49,946 
Investment securities - taxable  6,204  7,071 
Investment securities - tax-exempt  876  576 
Other interest-bearing balances  3,199  1,950 

Total interest income  64,571  59,543 
Interest expense
Deposits:

Interest-bearing demand  10,998  11,302 
Savings and money market  12,542  10,840 
Time deposits - customer  1,451  1,481 
Time deposits - wholesale  2,984  4,183 

Total interest expense on deposits  27,975  27,806 
Federal Home Loan Bank advances  2,929  2,328 
Other borrowings  8  2,547 
Long-term debt  1,938  1,374 

Total interest expense  32,850  34,055 
Net interest income  31,721  25,488 

Provision for credit losses on loans held for investment  2,178  327 
Provision for credit losses on unfunded commitments  75  252 
Net interest income after provision for credit losses  29,468  24,909 
Noninterest income
Service charges and fees on deposits  1,259  1,078 
Net gains on sale of loans  1,951  2,341 
Bank owned life insurance income  1,789  947 
Gain from securities, net  309  — 
Other noninterest income  1,216  295 

Total noninterest income  6,524  4,661 
Noninterest expense
Salaries and employee benefits  18,947  13,891 
Occupancy and equipment  1,506  1,558 
Data processing  2,203  1,691 
Professional fees  1,396  826 
Advertising  688  476 
Other noninterest expense  3,867  2,829 

Total noninterest expense  28,607  21,271 
Income before income taxes  7,385  8,299 
Income taxes  923  1,584 
Net income $ 6,462 $ 6,715 

Earnings per share:
Basic $ 0.91 $ 0.95 
Diluted $ 0.90 $ 0.95 

See the accompanying notes to the consolidated financial statements.
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Year Ended December 31,
2025 2024

Net income $ 6,462 $ 6,715 
Other comprehensive income (loss), net of tax:
Available-for-sale securities:
Net unrealized holding gain (loss), net of tax expense (benefit) of $865 and ($157), 

respectively  2,435  (424) 
Reclassification adjustment for gain on sale of securities realized in income, net of tax 

expense of $81  (228)  — 
Held-to-maturity securities:
Amortization of unrealized holding losses on securities transferred from the available-for-

sale category  200  213 
Derivative instruments:

Net unrealized holding loss on cash flow hedge, net of tax benefit of $23  (64)  — 
Total other comprehensive income (loss), net of tax  2,343  (211) 
Comprehensive income $ 8,805 $ 6,504 

See the accompanying notes to the consolidated financial statements.                                
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Common Stock

Shares Amount
Retained 
Earnings

Accumulated 
other 

comprehensive 
loss Total

Balance as of January 1, 2024  7,009,371 $ 73,682 $ 906 $ (6,212) $ 68,376 
Net income  —  —  6,715  —  6,715 
Other comprehensive income  —  —  —  (211)  (211) 
Issuance of restricted shares, net of forfeitures  28,242  —  —  —  — 
Exercise of stock options  24,667  247  —  —  247 
Stock-based compensation expense  —  424  —  —  424 
Balance as of December 31, 2024  7,062,280 $ 74,353 $ 7,621 $ (6,423) $ 75,551 
Net income  —  —  6,462  —  6,462 
Other comprehensive income  —  —  —  2,343  2,343 
Issuance of restricted shares, net of forfeitures and 

shares withheld for taxes  61,992  (12)  —  —  (12) 
Exercise of stock options  10,859  108  —  —  108 
Stock-based compensation expense  —  809  —  —  809 
Balance as of December 31, 2025  7,135,131 $ 75,258 $ 14,083 $ (4,080) $ 85,261 

See the accompanying notes to the consolidated financial statements.
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Year Ended December 31,
2025 2024

Cash flows from operating activities:
Net income $ 6,462 $ 6,715 
Adjustments to reconcile net income to net cash provided by operating activities:

Provisions for credit losses 2,253 579 
Depreciation on premises and equipment 424 551 
Accretion of premiums and discounts on securities, net (239) (421) 
Gain from securities, net (309) — 
Net gain on sale of other real estate owned (57) — 
Amortization of debt issuance costs 106 73 
Provision for deferred income taxes (631) (171) 
Net gains on sales of loans held for sale (1,951) (2,449) 
Loss on debt extinguishment 141 — 
Stock-based compensation expense 809 424 
Earnings on bank owned life insurance (1,789) (947) 
Origination of loans held for sale (74,601) (73,612) 
Proceeds from sale of loans held for sale 76,374 76,911 
Changes in:

Operating lease assets and liabilities, net (22) (43) 
Accrued interest receivable and other assets (5,479) 21 
Accrued interest payable and other liabilities 2,132 (1,693) 

Net cash provided by operating activities 3,623 5,938 
Cash flows from investing activities:

Securities available-for-sale:
Proceeds from sales 9,581 — 
Proceeds from maturities, prepayments and calls 31,596 15,770 
Purchases (28,304) (33,102) 

Securities held-to-maturity:
Proceeds from maturities, prepayments and calls 2,443 2,596 

Net redemptions of restricted stock 908 2,399 
Loan originations and payments, net (195,327) (10,720) 
Purchases of premises and equipment (426) (141) 
Purchase of bank owned life insurance (5,000) (10,000) 
Proceeds from bank owned life insurance death benefit 1,668 — 
Additions to other real estate owned (317) — 
Proceeds from sale of other real estate owned and other assets 2,444 — 

Net cash used in investing activities (180,734) (33,198) 
Cash flows from financing activities:

Net change in deposits 219,587 83,092 
Stock-based compensation withholding payments (12) — 
Proceeds from exercise of stock options 108 247 
Repayments of Federal Home Loan Bank advances (50,000) (53,000) 
Proceeds from Federal Home Loan Bank advances 20,000 50,000 
Repayments from Bank Term Funding Program — (55,000) 
Proceeds from issuance of subordinated debt, net of issuance costs 39,023 — 
Repayment of senior notes (20,000) — 

Net cash provided by financing activities 208,706 25,339 
Net increase (decrease) in cash and cash equivalents 31,595 (1,921) 
Cash and cash equivalents at beginning of period 40,630 42,551 
Cash and cash equivalents at end of period $ 72,225 $ 40,630 

See the accompanying notes to the consolidated financial statements.
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Year Ended December 31,
2025 2024

Supplemental cash flow information:
Interest paid $ 32,365 $ 34,362 
Taxes paid, net of refunds received  1,034  2,489 

Supplemental non-cash items:
Operating lease right-of-use assets obtained in exchange for operating lease liabilities $ 2,768 $ — 
Transfers from loans to other real estate owned  1,559  2,765 

See the accompanying notes to the consolidated financial statements.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations
Studio Financials Holdings, Inc. (the “Company”) is a single-bank holding company headquartered in Nashville, Tennessee whose 
primary business is conducted through its wholly-owned subsidiary, Studio Bank (the “Bank”). 

The Bank operates in the state of Tennessee in the cities of Nashville and Franklin and opened a location in Chattanooga during 
the second half of 2025. The Bank provides a wide range of services to its clients, including commercial and consumer loans and 
depository services and other traditional banking services. 

Subsequent Events
The Company has evaluated subsequent events for recognition and disclosure through March 30, 2026, which is the date the 
financial statements were available to be issued.

Basis of Presentation
The accompanying consolidated financial statements and disclosures of the Company have been prepared in conformity with 
accounting principles generally accepted in the United States of America (“GAAP”) and prevailing bank industry practices. In 
preparing the consolidated financial statements, management makes certain estimates and assumptions based on available 
information that affect the amounts reported in the financial statements and the disclosures provided, and actual results could 
differ.

Certain policies that significantly affect the determination of financial position, results of operations and cash flows are summarized 
below. Some items in the prior year financial statements were reclassified to conform to the current presentation. Reclassifications 
had no effect on prior year net income or shareholders’ equity.

Cash Equivalents and Cash Flows
Cash and cash equivalents include cash and deposits with other financial institutions with maturities fewer than 90 days. Cash on 
hand or on deposit with the Federal Reserve Bank was required to meet regulatory reserve and clearing requirements in addition 
to collateral requirements under the Company’s derivative contracts. 

Net cash flows are reported for loans held for investment and deposit transactions. 

Securities
The Company classifies debt securities as available-for-sale or held-to-maturity on the date of purchase. Debt securities are 
classified as held-to-maturity and carried at amortized cost when management has the positive intent and ability to hold them to 
maturity. Debt securities are classified as available-for-sale when they might be sold before maturity. Available-for-sale securities 
are carried at fair value, with unrealized holding gains and losses reported in other comprehensive income, net of tax.

Accrued interest receivable is separated from other components of amortized cost and presented separately on the consolidated 
balance sheets. Interest income includes amortization of purchase premiums or discounts. Premiums and discounts on securities 
are amortized on the level-yield method to earliest call date without anticipating prepayments, except for mortgage backed 
securities where prepayments are anticipated. Gains and losses on sales are recorded on the trade date and determined using 
the specific identification method.

Management measures expected credit losses on held-to-maturity debt securities on a collective basis by major security type. The 
estimate of expected credit losses considers historical credit loss information that is adjusted for current conditions and 
reasonable and supportable forecasts. Nearly all of the mortgage-back securities are either explicitly or implicitly guaranteed by 
the U.S. government, are highly rated by major rating agencies and have a long history of no credit losses. Any remaining 
mortgage-backed securities are collateralized mortgage obligations which carry investment grade ratings. Obligations of states 
and political subdivisions represent investments that have a long history of no credit losses issued by political subdivisions 
considered to be financially sound.

For available-for-sale debt securities in an unrealized loss position, the Company first assesses whether it intends to sell, or it is 
“more likely than not” that it will be required to sell the security before recovery of its amortized cost basis. If either of the criteria 
regarding intent or requirement to sell is met, the security's amortized cost basis is written down to fair value through income. For 
debt securities available-for-sale that do not meet the aforementioned criteria, the Company evaluates whether the decline in fair 
value has resulted from credit losses or other factors. In making this assessment, management considers the extent to which fair 
value is less than amortized cost, any changes to the rating of the security by a rating agency, and adverse conditions specifically 

STUDIO FINANCIAL HOLDINGS, INC.
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related to the security, among other factors. If this assessment indicates that a credit loss exists, the present value of cash flows 
expected to be collected from the security are compared to the amortized cost basis of the security. If the present value of cash 
flows expected to be collected is less than the amortized cost basis, a credit loss exists and an allowance for credit losses is 
recorded for the credit loss, limited by the amount that the fair value is less than the amortized cost basis. Any impairment that has 
not been recorded through an allowance for credit losses is recognized in other comprehensive income.

Changes in the allowance for credit losses are recorded in expense as provision for credit losses. Losses are charged against the 
allowance when management believes the uncollectibility of an available-for-sale security is confirmed or when either of the 
criteria regarding intent or requirement to sell is met.

Restricted stock
The Bank is a member of the Federal Home Loan Bank (“FHLB”) system. Members are required to own a certain amount of stock 
based on the level of borrowings and other factors, and may invest in additional amounts. The Bank also owns stock of its other 
correspondent banks and other investments. FHLB stock and other investments are carried at cost, classified as a restricted 
security, and periodically evaluated for impairment based on ultimate recovery of par value. Both cash and stock dividends are 
reported as income.

Loans Held for Sale 
Mortgage loans originated and intended for sale in the secondary market are carried at the lower of aggregate cost or fair value, 
as determined by outstanding commitments from investors. Net unrealized losses, if any, are recorded as a valuation allowance 
and charged to earnings.

Mortgage loans held for sale are generally sold with servicing rights released. Gains and losses on sales of mortgage loans are 
based on the difference between the selling price and the carrying value of the related loan sold.

Loans Held for Investment
Loans that management has the intent and ability to hold for the foreseeable future or until maturity or payoff are reported at the 
principal balance outstanding, net of deferred loan fees and costs, and an allowance for credit losses. Interest income is accrued 
on the unpaid principal balance. When material, loan origination fees, net of certain direct origination costs, are deferred and 
recognized in interest income using the level yield method without anticipating prepayments.

Interest income on mortgage and commercial loans is discontinued and placed on non-accrual status at the time the loan is 90 
days delinquent unless the loan is well-secured and in process of collection. Mortgage loans are charged off at 180 days past due, 
and commercial loans are charged off to the extent principal or interest is deemed uncollectible. Consumer loans continue to 
accrue interest until they are charged off no later than 120 days past due unless the loan is in the process of collection. Past due 
status is based on the contractual terms of the loan. In all cases, loans are placed on non-accrual or charged off at an earlier date 
if collection of principal or interest is considered doubtful. Nonaccrual loans are evaluated individually for impairment.

All interest accrued but not received for loans placed on nonaccrual is reversed against interest income. Interest received on such 
loans is accounted for on the cash-basis or cost-recovery method, until qualifying for return to accrual. Under the cost-recovery 
method, interest income is not recognized until the loan balance is reduced to zero. Under the cash-basis method, interest income 
is recorded when the payment is received in cash. Loans are returned to accrual status when all the principal and interest 
amounts contractually due are brought current, remain current for a prescribed amount of time, and future payments are 
reasonably assured.

Allowance for Credit Losses
The allowance for credit losses is a valuation account that is deducted from the loans’ amortized cost basis to present the net 
amount expected to be collected on the loans. Credit losses are charged against the allowance when management believes the 
uncollectability of a loan balance is confirmed. Subsequent recoveries, if any, are credited to the allowance. Management 
estimates the allowance balance required using relevant available information, from internal and external sources, relating to past 
events, current conditions, and reasonable and supportable forecasts. Historical credit loss experience provides the basis for the 
estimation of expected credit losses. Adjustments to historical loss information are made for differences in current loan-specific 
risk characteristics such as differences in underwriting standards, portfolio mix, delinquency level, or term as well as for changes 
in environmental conditions, such as changes in unemployment rate, property values, or other relevant factors. 

The Company calculates its expected credit loss using a discounted cash flow methodology, except for farmland, consumer and 
other and cash-secured loans, which utilizes the weighted average remaining remaining life method. The Company utilizes a 
probability of default and loss given default model, as well as expectations of future economic conditions, using reasonable and 
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supportable forecasts. Together, the probability of default and loss given default model with the use of reasonable and supportable 
forecasts generate estimates for cash flows expected to be collected over the estimated life of a loan.

The allowance for credit losses is measured on a collective (pool) basis when similar risk characteristics exist. The Company has 
identified the following portfolio segments:  construction real estate, commercial real estate, residential real estate, commercial, 
and consumer. The risk associated with the construction real estate portfolio segment is most directly tied to the probability of 
declines in the value of residential and commercial real estate in the Company’s market area and secondarily to the financial 
capacity of the borrower. The other four portfolio segments have various risk characteristics associated with:  i) the borrower’s 
cash flow, ii) the value of the Bank’s collateral and iii) the capacity of guarantors.

• Real estate loans are affected by the local real estate market, the local economy, and for variable rate mortgages, 
movement in indices tied to these loans. Appraisals are obtained to support the loan amount.

•   Commercial loans are dependent on the strength of the industries of the related borrowers and the success of their 
businesses. Commercial loans are advanced for equipment purchases or to provide working capital or meet other financing needs 
of business enterprises. These loans may be secured by accounts receivable, inventory, equipment or other business assets. 
Financial information is obtained from the borrowers to evaluate the ability to repay the loans.

•     Consumer loans are dependent on local economies. Consumer loans are generally secured by consumer assets, but may 
be unsecured. The Company evaluates the borrower’s repayment ability through a review of credit scores and an evaluation of 
debt to income ratios. 
Loans that do not share risk characteristics are evaluated on an individual basis. Loans evaluated individually are not also 
included in the collective evaluation. When management determines that foreclosure is probable expected credit losses are based 
on the fair value of the collateral at the reporting date, adjusted for selling costs as appropriate.

Expected credit losses are estimated over the contractual term of the loans, adjusted for expected prepayments when appropriate. 
The contractual term excludes expected extensions, renewals, and modifications unless either of the following applies: 
management has a reasonable expectation at the reporting date that a loan modification for a borrower experiencing financial 
difficulty will be executed with an individual borrower or the extension or renewal options are included in the original or modified 
contract at the reporting date and are not unconditionally cancellable by the Company.

Allowance for Credit Losses on Off-Balance Sheet Credit Exposures
The Company estimates expected credit losses over the contractual period in which the Company is exposed to credit risk via a 
contractual obligation to extend credit unless, that obligation is unconditionally cancellable by the Company. The allowance for 
credit losses on off-balance sheet credit exposures is adjusted through credit loss expense. The estimate includes consideration 
of the likelihood that funding will occur and an estimate of expected credit losses on commitments expected to be funded over its 
estimated life. As of December 31, 2025 and 2024, the allowance for credit losses on off-balance sheet credit exposures was 
$1,318 and $1,243, respectively and is included in accrued expenses and other liabilities. 

Concentration of Credit Risk
Most of the Company’s business activity is with customers located within the state of Tennessee. Therefore, the Company’s 
exposure to credit risk is significantly affected by changes in the local economy. The Bank does not have a significant 
concentration of loans within a particular industry.

Bank Owned Life Insurance
The Company has purchased life insurance policies on certain key executives and employees. Bank owned life insurance is 
recorded at the amount that can be realized under the insurance contract as of the balance sheet date, which is the cash 
surrender value adjusted for other charges or amounts due that are probable at settlement. Appreciation in the cash surrender 
value of the policies and cash death benefits received are recognized as a component of noninterest income in the Company’s 
consolidated statements of income.

Premises and Equipment 
Furniture, fixtures and equipment are stated at cost less accumulated depreciation. These assets are depreciated using the 
straight-line method through occupancy and equipment expense over the estimated useful lives ranging from three to seven 
years. Costs of major leasehold improvements are capitalized and depreciated over the shorter of the useful life or lease term. 

STUDIO FINANCIAL HOLDINGS, INC.
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Leases 
Leases are classified as operating or finance leases at the lease commencement date. The Company leases certain branch and 
office facilities under non-cancelable operating lease agreements.  The Company records leases on the balance sheet in the form 
of a lease liability for the present value of future minimum payments under the lease terms and a right-of-use asset equal to the 
lease liability adjusted for items such as deferred or prepaid rent, lease incentive, and any impairment of the right-of-use asset. 
The discount rate used in determining the lease liability is based upon the incremental borrowing rate the Company could obtain 
for similar loans as of the date of commencement or renewal. The Company does not record leases on the consolidated balance 
sheets that are classified as short term (less than one year). 

At lease inception, the Company determines the lease term by considering the minimum lease term and all optional renewal 
periods that the Company is reasonably certain to renew. The depreciable life of leasehold improvements is limited by the 
estimated lease term, including renewals if they are reasonably certain to be renewed. The Company’s leases do not contain 
residual value guarantees or material variable lease payments that will impact the Company’s ability to pay dividends or cause the 
Company to incur additional expenses. 

Operating lease expense is allocated over the remaining lease term on a straight-line basis and also includes variable lease 
payments not included in the lease liability, and any impairment of the right-of-use asset. The Company’s variable lease expense 
include rent escalators that are based on market conditions and include items such as common area maintenance, utilities, 
parking, property taxes, insurance and other costs associated with the lease. These rent expenses are included in occupancy and 
equipment expense on the company’s consolidated statements of income. 

Other Real Estate Owned
Other real estate owned representing foreclosed real estate is initially recorded at fair value less costs to sell with any excess 
recorded investment charged to the allowance for credit losses. For residential real estate, physical possession of collateralized 
property occurs when legal title is obtained upon completion of foreclosure or when the borrower conveys all interest in the 
property to satisfy the loan through completion of a deed in lieu of foreclosure or through a similar legal agreement. If fair value 
declines subsequent to foreclosure, write-downs are recorded in noninterest income as a component of the gain or loss on other 
real estate owned. Operating or maintenance costs are expensed through other noninterest expense. 

Derivatives
At the inception of a derivative contract, the Company designates the derivative as one of three types based on the Company's 
intentions and beliefs as to the likely effectiveness of a hedge. These three types are: (1) a hedge of the fair value of a recognized 
asset or liability or of an unrecognized firm commitment ("fair value hedge"), (2) a hedge of a forecasted transaction or the 
variability of cash flows to be recognized as an asset or liability ("cash flow hedge"), or (3) an instrument with no hedging 
designation ("stand-alone derivative"). 

For a fair value hedge, the gain or loss on the derivative, as well as the offsetting loss or gain on the hedged item attributable to 
the hedge risk, are recognized in current earnings as fair values changes. For a cash flow hedge, the gain or loss on the derivative 
is reported as a component of other comprehensive income (loss) and reclassified into earnings in the same period or periods 
during which the hedged transaction affects earnings. Cash flows on hedges are classified in the cash flow statement the same as 
the cash flows of the items being hedged.

Net cash settlements on derivatives that qualify for hedge accounting are recorded in interest income or interest expense, based 
on the item being hedged. When hedge accounting is discontinued, subsequent changes in fair value of the derivative are 
recorded in noninterest income on the Company’s consolidated statements of income. Net cash settlements on derivatives that do 
not qualify for hedge accounting are reported in noninterest income. 

The Company formally documents the derivatives and hedged items, as well as the risk management objective and strategy for 
undertaking hedged transactions at the inception of the hedging relationship. This documentation includes linking fair value or 
cash flow hedges to specific assets and liabilities on the balance sheet or to specific firm commitments or forecasted transactions. 
The Company also formally assesses, both at the hedge's inception and on an ongoing basis, whether the derivative instruments 
that are used are highly effective in offsetting changes in fair values or cash flows of the hedged items. The Company discontinues 
hedge accounting when it determines that the derivative is no longer effective in offsetting changes in fair value or cash flows of 
the hedged item, the derivative is settled or terminates, a hedged transaction is no longer probable, a hedged firm commitment is 
no longer firm, or treatment of the derivative as a hedge is no longer appropriate or intended.
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Mortgage Banking Derivatives
Commitments to fund mortgage loans (interest rate locks) to be sold into the secondary market and forward commitments for the 
future delivery of these mortgage loans are accounted for as freestanding derivatives. The fair value of the interest rate lock is 
recorded at the time the commitment to fund the mortgage loan is executed and is adjusted for the expected exercise of the 
commitment before the loan is funded. In order to hedge the change in interest rate resulting from its commitments to fund the 
loans, the Company enters into best efforts forward commitments for the future delivery of mortgage loans when interest rate locks 
are entered into. Fair values of these mortgage derivatives are estimated based on changes in mortgage interest rates from the 
date the interest on the loan is locked. Changes in the fair values of these derivatives are included in the net gains on sales of 
loans.

Stock-Based Compensation 

Compensation cost is recognized for stock options and restricted stock awards issued to employees and directors 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, while 
the market price of the Company’s common stock at the date of grant is used for restricted stock awards. 

While certain of the Company’s restricted stock awards are time-based, a majority of these awards vest in two tranches: one-third 
based on continued service over a specified period, and two-thirds based on the achievement of a specified internal financial 
performance metric, as determined by the Company’s Governance and Compensation Committee of the Board of Directors.

Compensation cost for the time-based awards is recognized over the required service period. For awards with graded vesting, 
compensation cost is recognized on a straight-line basis over the requisite service period for each separately vesting tranche. The 
Company recognizes forfeitures as they occur. For performance-based awards, expense is recognized through the date the 
performance metric is estimated to be achieved, with adjustments made if actual results differ from initial estimates. 

Stock Warrants 

The Bank issued stock warrants to founding shareholders in connection with the Bank’s formation. Each warrant allows the 
shareholder to purchase an additional share of common stock at $10.00 per share for each two shares of common stock 
purchased in the seed round. The warrants were issued with an effective date of June 14, 2018, and will be exercisable in whole 
or in part up to ten years following the date of issuance. The warrants are detachable from the common stock and and are not 
accounted for separately as derivatives or compensation. As of December 31, 2025 and 2024 there were 202,050 outstanding 
warrants included in common stock.

Income Taxes
Income tax expense is the total of the current year income tax due or refundable and the change in deferred tax assets and 
liabilities. Deferred tax assets and liabilities are the expected future tax amounts for the temporary differences between carrying 
amounts and tax bases of assets and liabilities, computed using enacted tax rates. A valuation allowance, if needed, reduces 
deferred tax assets to the amount expected to be realized.

A tax position is recognized as a benefit only if it is “more likely than not” that the tax position would be sustained in a tax 
examination, with a tax examination being presumed to occur. The amount recognized is the largest amount of tax benefit that is 
greater than 50% likely of being realized on examination. For tax positions not meeting the “more likely than not” test, no tax 
benefit is recorded.

The Company recognizes interest and/or penalties related to income tax matters in income tax expense.

During the year ended December 31, 2025, the Company purchased advanced manufacturing production tax credits through a 
third party buyer’s club program. Both the benefit and transaction costs are included within income tax expense on the 
consolidated statements of income. Refer to Note 12 – Income Taxes for additional information.

Earnings per Common Share
Basic earnings per common share is computed by dividing earnings allocated to common shareholders by the weighted average 
basic number of common shares outstanding during the period. All outstanding unvested share-based payment awards that 
contain rights to nonforfeitable dividends are considered participating securities for this calculation. Diluted earnings per common 
share is computed by dividing earnings allocated to common shareholders by the weighted average number of common shares 
outstanding, plus the dilutive effect of additional potential common shares issuable under stock options and warrants. 
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Basic and diluted earnings per common share calculations are as follows for the periods presented:

Year Ended December 31,
2025 2024

Basic:
Net income $ 6,462 $ 6,715 

Less: distributed earnings allocated to participating securities  —  — 
Less: earnings allocated to participating securities  (99)  (52) 

Net earnings allocated to common shareholders $ 6,363 $ 6,663 

Weighted average common shares outstanding  7,121,359  7,037,905 
Less: participating securities  (108,777)  (54,549) 

Weighted average basic shares outstanding  7,012,582  6,983,356 
Basic earnings per common share $ 0.91 $ 0.95 
Diluted:

Net earnings allocated to common shareholders $ 6,363 $ 6,663 
Weighted average basic shares outstanding  7,012,582  6,983,356 

Plus: Dilutive effect of assumed exercises of stock options  38,022  17,681 
Plus: Dilutive effect of assumed exercises of stock warrants  22,130  9,914 

Weighted average diluted shares outstanding  7,072,734  7,010,951 
Diluted earnings per share $ 0.90 $ 0.95 

As of December 31, 2025 and 2024, there were 100,796 and 77,764, respectively, of stock options that were not considered in 
computing diluted earnings per common share because they were antidilutive.

Comprehensive Income 

Comprehensive income consists of net income and other comprehensive income. Other comprehensive income includes 
unrealized gains and losses on securities available-for-sale and derivatives designated as cash flow hedges as a separate 
component of equity, net of taxes.

Loan Commitments and Related Financial Instruments
Financial instruments include off-balance sheet credit instruments, such as commitments to make loans and commercial letters of 
credit, issued to meet customer financing needs. The face amount for these items represents the exposure to loss, before 
considering customer collateral or ability to repay. Such financial instruments are recorded when they are funded.

Loss Contingencies 

Loss contingencies, including claims and legal actions arising in the ordinary course of business, are recorded as liabilities when 
the likelihood of loss is probable and an amount or range of loss can be reasonably estimated. Management does not believe 
there to be any such matters that will have a material effect on the financial statements.

Fair Value 

Fair values are estimated using relevant market information and other assumptions, as more fully disclosed in Note 8 – Fair Value. 
Fair value estimates involve uncertainties and matters of significant judgment regarding interest rates, credit risk, prepayments, 
and other factors, especially in the absence of broad markets for particular items. Changes in assumptions or in market conditions 
could significantly affect these estimates.

Operating Segment
Operating segments are components of an enterprise about which separate financial information is available that is evaluated 
regularly by the chief operating decision maker (“CODM”). The Company evaluates its strategic plans, operations, reporting 
structure and financial performance to identify reportable segments. The Company’s CODM is the Chief Executive Officer, 
supported by a senior executive leadership team. While the CODM monitors the revenue streams of the various products and 
services, operations are managed, and financial performance is evaluated on a Company-wide basis. Accordingly, all of the 
financial service operations are considered by management to be aggregated in one reportable operating segment. As the 
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Company’s operations are comprised of a single reporting segment, total segment assets are reflected on the accompanying 
consolidated balance sheets as “total assets” and the significant segment expenses are listed on the accompanying consolidated 
statements of operations.

Accounting Policy Updates

Accounting Policies Recently Adopted
In December 2023, the FASB issued ASU 2023-09, “Income Taxes (Topic 740): Improvements to Income Tax Disclosures”. This 
ASU enhances income tax disclosure requirements primarily by requiring annual disclosure of specific categories in the rate 
reconciliation table and disaggregation of income taxes paid by jurisdiction. The Company applied the required disclosures 
retrospectively. Aside from complying with the new disclosure requirements, this update did not have a significant impact on the 
Company’s financial statements or disclosures. Refer to Note 12 – Income Taxes, for the required disclosures.

Newly Issued Not Yet Effective Accounting Updates
In November 2024, the FASB issued ASU 2024-03, “Disaggregation of Income Statement Expenses (DISE)”. ASU 2024-03 
requires additional disclosure of the nature of expenses included in the income statement to be presented in a tabular format in 
the footnotes to the financial statements. ASU 2024-03 is effective for annual periods beginning after December 15, 2026, and 
interim periods within fiscal years beginning after December 15, 2027. The amendments in ASU 2024-03 should be applied on a 
prospective basis, although retrospective application is permitted. ASU 2024-03 is not expected to have a material impact on the 
Company’s consolidated financial statements.

In November 2025, the FASB issued ASU 2025-09, “Derivatives and Hedging (Topic 815): Hedge Accounting Improvements”.  
ASU 2025-09 updates hedge accounting guidance to address global reference rate reform and better align hedge accounting with 
entities' risk management practices. Key changes include broadening eligible hedged risks for cash flow hedges via a "similar risk 
exposure" test, introducing an optional operable model for hedge accounting on choose-your-rate debt instruments, permitting 
hedge accounting for forecasted spot and forward transactions in nonfinancial assets if price components are clearly related, and 
removing the net written option test for certain derivatives. The amendments of ASU 2025-09 also resolve recognition mismatches 
in dual hedge strategies involving foreign-currency-denominated debt. The amendments of ASU 2025-09 are effective for annual 
reporting periods beginning after December 15, 2026 and should be applied on a prospective basis for all hedging relationships.  
Early adoption is permitted. Entities may also modify certain critical terms of existing hedging relationships without de-designating 
the hedge upon adoption. The Company is currently evaluating the impact the amendments of ASU 2025-09 will have in regard to 
its derivative and hedging instruments; however, this adoption is not expected to have a material impact on the Company’s 
consolidated financial statements.

STUDIO FINANCIAL HOLDINGS, INC.
Notes to Consolidated Financial Statements

(Dollars in Thousands, Except Share Data)        

15



NOTE 2 - SECURITIES

The following tables summarize the amortized cost and fair value of securities available-for-sale and held-to-maturity as of 
December 31, 2025 and 2024 and the corresponding amounts of gross unrealized gains and losses on available-for-sale 
securities, gross unrecognized gains and losses on held-to-maturity securities, and basis adjustments in accumulated other 
comprehensive income:                                                  

December 31, 2025

Amortized 
Cost

Gross 
Unrealized/

Unrecognized 
Gains

Gross 
Unrealized/ 

Unrecognized 
Losses

Basis 
Adjustments(1) Fair Value

Available-for-sale:
Treasury $ 31,383 $ 309 $ — $ (2,132) $ 29,560 
Residential mortgage-backed securities  11,056  —  (690)  —  10,366 
Collateralized mortgage obligations  39,663  478  (2,843)  176  37,474 
Municipal securities  40,986  147  (1,051)  (330)  39,752 
Asset-backed securities  4,962  26  —  —  4,988 
Corporate  3,500  —  (236)  —  3,264 

Total available-for-sale $ 131,550 $ 960 $ (4,820) $ (2,286) $ 125,404 

Held-to-maturity:
Government-backed securities $ 1,948 $ — $ (185) $ — $ 1,763 
Residential mortgage-backed securities  23,101  —  (2,373)  —  20,728 
Collateralized mortgage obligations  2,383  —  (352)  —  2,031 
Municipal securities  11,642  —  (1,560)  —  10,082 

Total held-to-maturity $ 39,074 $ — $ (4,470) $ — $ 34,604 
Allowance for credit losses- held-to-maturity 
securities  (1)  (1) 

Held-to-maturity securities, net of allowance for 
credit losses $ 39,073 $ 34,603 
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December 31, 2024

Amortized 
Cost

Gross 
Unrealized/

Unrecognized 
Gains

Gross 
Unrealized/ 

Unrecognized 
Losses

Basis 
Adjustments(1) Fair Value

Available-for-sale:
Treasury $ 33,428 $ — $ (285) $ (2,041) $ 31,102 
Residential mortgage-backed securities  12,552  —  (1,195)  —  11,357 
Collateralized mortgage obligations  52,126  493  (4,008)  301  48,912 
Municipal securities  12,734  1  (1,658)  —  11,077 
Asset-backed securities  28,963  124  (8)  —  29,079 
Corporate  3,500  —  (315)  —  3,185 

Total available-for-sale $ 143,303 $ 618 $ (7,469) $ (1,740) $ 134,712 

Held-to-maturity:
Government-backed securities $ 1,937 $ — $ (289) $ 1,648 
Residential mortgage-backed securities  25,107  —  (3,618)  21,489 
Collateralized mortgage obligations  2,624  —  (506)  2,118 
Municipal securities  11,800  —  (2,039)  9,761 

Total held-to-maturity $ 41,468 $ — $ (6,452) $ — $ 35,016 
Allowance for credit losses- held-to-maturity 
securities  (2)  (2) 

Held-to-maturity securities, net of allowance for 
credit losses $ 41,466 $ 35,014 

(1)  Basis adjustments represent the amount of fair value hedging adjustments included in the carrying amounts of fixed-rate investment securities 
designated in fair value hedging arrangements. See Note 7 – Derivatives for additional information regarding these derivative instruments.

The Company elected to exclude accrued interest receivable (“AIR”) from the amortized cost basis of debt securities. As of 
December 31, 2025 and 2024, AIR on available-for-sale debt securities was $777 and $939, respectively and held-to-maturity 
securities was $94 and $98, respectively.

Realized gains on sales and other dispositions of debt securities were as follows for the periods presented:

Year Ended
December 31,

2025 2024
Available-for-sale:

Proceeds from sales $ 9,581 $ — 
Proceeds from maturities, prepayments and calls  31,596  15,770 

Realized gains $ 731 $ — 
Loss on hedge termination (See Note 7)  (422)  — 

Gain from securities, net $ 309 $ — 

Held-to-maturity:
Proceeds from maturities, prepayments and calls $ 2,443 $ 2,596 
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The amortized cost and fair value of debt securities as of December 31, 2025 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 shown separately.

December 31, 2025
Amortized Cost Fair Value

Available-for-sale:
Due within one year $ — $ — 
Due after one year through five years  1,026  1,042 
Due after five years through ten years  9,498  9,210 
Due after ten years  70,307  67,312 
Residential mortgage-backed securities  11,056  10,366 
Collateralized mortgage obligations  39,663  37,474 

Total available-for-sale $ 131,550 $ 125,404 

Held-to-maturity:
Due within one year $ — $ — 
Due after one year through five years  2,062  1,872 
Due after five years through ten years  3,256  2,822 
Due after ten years  8,271  7,150 
Residential mortgage-backed securities  23,101  20,728 
Collateralized mortgage obligations  2,383  2,031 

Total held-to-maturity $ 39,073 $ 34,603 

Securities pledged as of December 31, 2025 and 2024 carrying amounts of $108,500 and $117,378, respectively, and were 
pledged to the Federal Reserve Bank discount window and the FHLB Tennessee State Collateral Pool. 

As of December 2025 and 2024, the Company held $8,937 and $9,094, respectively, of non-agency mortgage-backed securities 
issued by United Wholesale Mortgage LLC, representing 10.5% and 12.0%, respectively, of total shareholders’ equity. No other 
issuer, other than the U.S. Government and its agencies, exceeded 10% of shareholders’ equity. 
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The following table summarizes securities with unrealized losses as of December 31, 2025 and 2024, aggregated by major 
security type and length of time in a continuous unrealized or unrecognized loss position.

December 31, 2025
Less than 12 months Greater than 12 months Total

Fair Value

Gross 
Unrealized 
Losses Fair Value

Gross 
Unrealized 
Losses Fair Value

Gross 
Unrealized 
Losses

Available-for-sale:
Residential mortgage-backed securities $ — $ — $ 10,366 $ (690) $ 10,366 $ (690) 
Collateralized mortgage obligations  1,457  (15)  18,135  (2,828)  19,592  (2,843) 
Municipal securities  11,961  (181)  10,386  (870)  22,347  (1,051) 
Asset-backed securities  —  —  —  —  —  — 
Corporate  —  —  3,264  (236)  3,264  (236) 

Total available-for-sale $ 13,418 $ (196) $ 42,151 $ (4,624) $ 55,569 $ (4,820) 

Held-to-maturity:
Government-backed securities $ — $ — $ 1,763 $ (185) $ 1,763 $ (185) 
Residential mortgage-backed securities  —  —  20,728  (2,373)  20,728  (2,373) 
Collateralized mortgage obligations  —  —  2,031  (352)  2,031  (352) 
Municipal securities  —  —  6,922  (1,560)  6,922  (1,560) 

Total held-to-maturity $ — $ — $ 31,444 $ (4,470) $ 31,444 $ (4,470) 

December 31, 2024
Less than 12 months Greater than 12 months Total

Fair Value

Gross 
Unrealized 
Losses Fair Value

Gross 
Unrealized 
Losses Fair Value

Gross 
Unrealized 
Losses

Available-for-sale:
Treasury $ 29,114 $ (278) $ 1,988 $ (7) $ 31,102 $ (285) 
Residential mortgage-backed securities  —  —  11,357  (1,195)  11,357  (1,195) 
Collateralized mortgage obligations  9,008  (593)  19,492  (3,415)  28,500  (4,008) 
Municipal securities  500  —  10,042  (1,658)  10,542  (1,658) 
Asset-backed securities  6,027  (8)  —  —  6,027  (8) 
Corporate  —  —  3,185  (315)  3,185  (315) 

Total available-for-sale $ 44,649 $ (879) $ 46,064 $ (6,590) $ 90,713 $ (7,469) 

Held-to-maturity:
Government-backed securities $ — $ — $ 1,648 $ (289) $ 1,648 $ (289) 
Residential mortgage-backed securities  —  —  21,489  (3,618)  21,489  (3,618) 
Collateralized mortgage obligations  —  —  2,118  (506)  2,118  (506) 
Municipal securities  —  —  9,759  (2,039)  9,759  (2,039) 

Total held-to-maturity $ — $ — $ 35,014 $ (6,452) $ 35,014 $ (6,452) 

The Company does not intend to sell any of the securities in an unrealized loss position, and it is not “more likely than not” that the 
Company will be required to sell any such security prior to the recovery of its amortized cost basis, which may be maturity. Further, 
the issuers are of high credit quality and the decline in fair value is largely due to changes in interest rates and temporary illiquidity 
in the market. As a result, no credit-related impairment was recognized in current earnings, and all unrealized losses for available-
for-sale securities were recorded in accumulated other comprehensive income.

The unrecognized losses on held-to-maturity investment securities presented in the table above do not include unrecognized 
losses on securities that were previously transferred from available-for-sale to held-for-maturity totaling $1,162 and $1,362 as of 
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December 31, 2025 and 2024, respectively. These unrecognized losses are included as a separate component of shareholders’ 
equity and are being amortized over the remaining term of the securities.

An allowance for credit losses on held-to-maturity debt securities is maintained for certain municipal bonds to account for 
expected lifetime credit losses. Substantially all of the U.S. government-sponsored entities, mortgage-backed securities and 
collateralized mortgage obligations are either explicitly or implicitly guaranteed by the U.S government, are highly rated by major 
credit rating agencies and have a long history of no credit losses. Therefore, the Company has not recorded an allowance for 
credit losses on those securities. As of December 31, 2025 and 2024, the Company recorded an allowance for credit losses on 
held-to-maturity debt securities of $1 and $2, respectively.

NOTE 3 - LOANS

The following presents a summary of loans held for investment as of December 31, 2025 and 2024:

December 31,
2025 2024

Commercial and industrial $ 160,328 $ 114,190 
Construction  127,222  101,650 
Residential real estate:

1-to-4 family closed-end  133,952  135,484 
Residential revolving line of credit  94,111  76,889 
Multi-family  23,298  22,038 

Commercial real estate:
Owner-occupied  133,910  108,043 
Non-owner occupied  276,866  198,202 

Consumer and other  822  705 
Loans, net of deferred loan fees  950,509  757,201 

Less: allowance for credit losses  (10,740)  (9,022) 
Loans held for investment, net $ 939,769 $ 748,179 

The Company elected to exclude AIR from the amortized cost basis of loans held for investment. AIR on loans held for investment 
totaled $3,884 and $3,405 as of December 31, 2025 and 2024, respectively.

Past Due and Nonaccrual Loans
The following tables presents the aging of the amortized cost basis in past-due and non-accrual loans as of December 31, 2025 
and 2024:

December 31, 2025

30-59 Days 
Past Due and 
Still Accruing

60-89 Days 
Past Due and 
Still Accruing

90 Days or 
More and Still 

Accruing
Nonaccrual 

Loans

Loans 
Current on 
Payments 

and Accruing 
Interest Total

Commercial and industrial $ — $ — $ — $ 446 $ 159,882 $ 160,328 
Construction  —  —  —  2,031  125,191  127,222 
Residential real estate:

1-to-4 family closed-end  —  —  —  —  133,952  133,952 
Residential revolving line of credit  262  90  —  —  93,759  94,111 
Multi-family  —  —  —  —  23,298  23,298 

Commercial real estate:
Owner-occupied  —  —  —  —  133,910  133,910 
Non-owner occupied  —  —  —  1,851  275,015  276,866 

Consumer and other  —  —  —  —  822  822 
Total $ 262 $ 90 $ — $ 4,328 $ 945,829 $ 950,509 
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December 31, 2024

30-59 Days 
Past Due and 
Still Accruing

60-89 Days 
Past Due and 
Still Accruing

90 Days or 
More and Still 

Accruing
Nonaccrual 

Loans

Loans 
Current on 
Payments 

and Accruing 
Interest Total

Commercial and industrial $ — $ — $ 25 $ 972 $ 113,193 $ 114,190 
Construction  —  1,125  —  3,487  97,038  101,650 
Residential real estate:

1-to-4 family closed-end  —  —  —  —  135,484  135,484 
Residential revolving line of credit  530  23  —  —  76,336  76,889 
Multi-family  —  —  —  —  22,038  22,038 

Commercial real estate:
Owner-occupied  —  —  —  —  108,043  108,043 
Non-owner occupied  —  —  —  —  198,202  198,202 

Consumer and other  —  —  —  —  705  705 
Total $ 530 $ 1,148 $ 25 $ 4,459 $ 751,039 $ 757,201 

The following tables present the amortized cost basis of loans on nonaccrual status, as well as any related allowance for credit 
losses as of December 31, 2025 and 2024:

December 31, 2025

Nonaccrual 
Loans Without 
an Allowance 

for Credit 
Losses

Nonaccrual 
Loans With an 
Allowance for 
Credit Losses

Allowance for 
Credit Losses 
on Nonaccrual 

Loans
Commercial and industrial $ 20 $ 426 $ 426 
Construction  2,031  —  — 
Residential real estate:

1-to-4 family closed-end  —  —  — 
Residential revolving line of credit  —  —  — 
Multi-family  —  —  — 

Commercial real estate:
Owner-occupied  —  —  — 
Non-owner occupied  —  1,851  85 

Consumer and other  —  —  — 
Total $ 2,051 $ 2,277 $ 511 
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December 31, 2024

Nonaccrual 
Loans Without 
an Allowance 

for Credit 
Losses

Nonaccrual 
Loans With an 
Allowance for 
Credit Losses

Allowance for 
Credit Losses 
on Nonaccrual 

Loans
Commercial and industrial  79  893  893 
Construction  1,759  1,728  168 
Residential real estate:

1-to-4 family closed-end  —  —  — 
Residential revolving line of credit  —  —  — 
Multi-family  —  —  — 

Commercial real estate:
Owner-occupied  —  —  — 
Non-owner occupied  —  —  — 

Consumer and other  —  —  — 
Total $ 1,838 $ 2,621 $ 1,061 

The Company recognized $37 and $461 of interest income on nonaccrual loans during the year ended December 31, 2025 and 
2024, respectively.

Loan Modifications
Occasionally, the Company modifies loans to borrowers in financial distress by providing principal forgiveness, term extension or 
interest rate reduction. In some cases, the Company provides multiple types of concessions on one loan. Typically, one type of 
concession, such as a term extension, is granted initially. If the borrower continues to experience financial difficulty, another 
concession, such as principal forgiveness, may be granted. When principal forgiveness is provided, the amount of forgiveness is 
charged-off against the allowance for credit losses. The Company had no loans that were modified to borrowers experiencing 
financial difficulty as of December 31, 2025 or 2024. In order to determine whether a borrower is experiencing financial difficulty, 
an evaluation is performed of the probability that the borrower will be in payment default on any of its debt in the foreseeable 
future without the modification. This evaluation is performed under the Bank’s internal underwriting policy.

Collateral Dependent Loans
The following tables present the amortized cost basis of collateral-dependent loans by class of loans as of December 31, 2025 
and 2024:

Type of Collateral
December 31, 2025 Real Estate Other Total
Commercial and industrial $ — $ 314 $ 314 
Construction  2,031  —  2,031 
Residential real estate:  — 

1-to-4 family closed-end  —  —  — 
Residential revolving line of credit  —  —  — 
Multi-family  —  —  — 

Commercial real estate:
Owner-occupied  —  —  — 
Non-owner occupied  1,851  —  1,851 

Consumer and other  —  —  — 
Total $ 3,882 $ 314 $ 4,196 
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Type of Collateral
December 31, 2024 Real Estate Other Total
Commercial and industrial $ — $ 568 $ 568 
Construction  5,674  —  5,674 
Residential real estate:

1-to-4 family closed-end  —  —  — 
Residential revolving line of credit  —  —  — 
Multi-family  —  —  — 

Commercial real estate:
Owner-occupied  —  —  — 
Non-owner occupied  —  —  — 

Consumer and other  —  —  — 
Total $ 5,674 $ 568 $ 6,242 

Credit Quality
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, credit documentation, public information, and current 
economic trends, among other factors. The Company analyzes loans individually by classifying the loans as to credit risk. Risk 
ratings are updated as necessary to reflect changes in market conditions and management’s ongoing assessment of the 
borrower’s situation. 

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.

Doubtful. Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the added 
characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and 
values, highly questionable and improbable.

Loans not meeting the criteria above are considered to be pass-rated loans.

The following tables summarize the amortized cost basis of loans by credit risk category and gross charge-offs by year of 
origination as of and for the periods indicated. Revolving loans are presented separately.

Commercial:
Pass $ 40,430 $ 11,259 $ 12,814 $ 8,743 $ 5,774 $ 6,228 $ 74,634 $ 159,882 
Special mention  —  —  —  —  —  —  —  — 
Substandard  —  —  —  314  —  132  —  446 
Doubtful  —  —  —  —  —  —  —  — 

Total $ 40,430 $ 11,259 $ 12,814 $ 9,057 $ 5,774 $ 6,360 $ 74,634 $ 160,328 
Current period gross charge-offs $ — $ — $ — $ — $ 137 $ 97 $ — $ 234 

December 31, 2025 2025 2024 2023 2022 2021 Prior

Revolving 
Loans 

Amortized 
Cost Basis Total
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Construction:
Pass $ 67,014 $ 37,261 $ 6,781 $ 6,370 $ 3,026 $ 1,831 $ — $ 122,283 
Special mention  —  1,783  —  1,125  —  —  —  2,908 
Substandard  —  374  —  1,657  —  —  —  2,031 
Doubtful  —  —  —  —  —  —  —  — 

Total  67,014  39,418  6,781  9,152  3,026  1,831  —  127,222 
Current period gross charge-offs  —  —  —  168  —  —  —  168 

Residential real estate:
1-4 family closed-end:

Pass  40,755  12,971  19,453  25,052  18,696  16,536  489  133,952 
Special mention  —  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  —  — 

Total  40,755  12,971  19,453  25,052  18,696  16,536  489  133,952 
Current period gross charge-offs  —  —  —  —  —  23  —  23 

Residential revolving line of credit:
Pass  —  —  —  —  —  —  94,111  94,111 
Special mention  —  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  —  — 

Total  —  —  —  —  —  —  94,111  94,111 
Current period gross charge-offs  —  —  —  —  —  —  43  43 

Multi-family:
Pass  6  1,067  —  7,771  771  6,620  7,063  23,298 
Special mention  —  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  —  — 

Total  6  1,067  —  7,771  771  6,620  7,063  23,298 
Current period gross charge-offs  —  —  —  —  —  —  —  — 

Commercial real estate:
Owner-occupied:

Pass  35,596  5,776  11,032  24,768  28,202  14,151  14,385  133,910 
Special mention  —  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  —  — 

Total  35,596  5,776  11,032  24,768  28,202  14,151  14,385  133,910 
Current period gross charge-offs  —  —  —  —  —  —  —  — 

Non-owner occupied:
Pass  79,036  25,048  36,256  52,538  24,397  35,888  19,756  272,919 
Special mention  —  —  —  2,096  —  —  —  2,096 
Substandard  —  —  —  1,851  —  —  —  1,851 
Doubtful  —  —  —  —  —  —  —  — 

Total  79,036  25,048  36,256  56,485  24,397  35,888  19,756  276,866 
Current period gross charge-offs  —  —  —  —  —  —  —  — 

Consumer and other:
Pass  130  108  61  7  15  —  501  822 
Special mention  —  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  —  — 

Total $ 130 $ 108 $ 61 $ 7 $ 15 $ — $ 501 $ 822 
Current period gross charge-offs $ — $ — $ 5 $ 6 $ — $ — $ — $ 11 

December 31, 2025 2025 2024 2023 2022 2021 Prior

Revolving 
Loans 

Amortized 
Cost Basis Total

STUDIO FINANCIAL HOLDINGS, INC.
Notes to Consolidated Financial Statements

(Dollars in Thousands, Except Share Data)        

24



Total:
Pass $ 262,967 $ 93,490 $ 86,397 $ 125,249 $ 80,881 $ 81,254 $ 210,939 $ 941,177 
Special mention  —  1,783  —  3,221  —  —  —  5,004 
Substandard  —  374  —  3,822  —  132  —  4,328 
Doubtful  —  —  —  —  —  —  —  — 

Total $ 262,967 $ 95,647 $ 86,397 $ 132,292 $ 80,881 $ 81,386 $ 210,939 $ 950,509 
Current period gross charge-offs $ — $ — $ 5 $ 174 $ 137 $ 120 $ 43 $ 479 

December 31, 2025 2025 2024 2023 2022 2021 Prior

Revolving 
Loans 

Amortized 
Cost Basis Total

Commercial:
Pass $ 14,560 $ 18,314 $ 14,786 $ 7,095 $ 6,542 $ 51,921 $ 113,218 
Special mention  —  —  —  —  —  —  — 
Substandard  489  207  276  —  972 
Doubtful  —  —  —  —  —  —  — 

Total  14,560  18,314  15,275  7,302  6,818  51,921  114,190 
Current period gross charge-offs  1  5  26  —  —  —  32 

Construction:
Pass  40,251  34,639  18,258  3,142  1,873  —  98,163 
Special mention  —  —  —  —  —  —  — 
Substandard  103  —  3,384  —  —  —  3,487 
Doubtful  —  —  —  —  —  —  — 

Total  40,354  34,639  21,642  3,142  1,873  —  101,650 
Current period gross charge-offs  —  —  149  —  —  —  149 

Residential real estate:
1-4 family closed-end:

Pass  30,558  30,963  30,667  21,569  21,515  212  135,484 
Special mention  —  —  — 
Substandard  —  —  — 
Doubtful  —  —  — 

Total  30,558  30,963  30,667  21,569  21,515  212  135,484 
Current period gross charge-offs  —  —  —  15  —  —  15 

Residential revolving line of credit:
Pass  —  —  —  —  —  76,889  76,889 
Special mention  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  — 

Total  —  —  —  —  —  76,889  76,889 
Current period gross charge-offs  —  —  —  —  —  —  — 

Multi-family:
Pass  1,082  —  7,950  795  6,738  5,473  22,038 
Special mention  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  — 

Total $ 1,082 $ — $ 7,950 $ 795 $ 6,738 $ 5,473 $ 22,038 
Current period gross charge-offs $ — $ — $ — $ — $ — $ — $ — 

December 31, 2024 2024 2023 2022 2021 Prior

Revolving 
Loans 

Amortized 
Cost Basis Total
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Commercial real estate:
Owner-occupied:

Pass $ 6,352 $ 11,395 $ 29,605 $ 35,596 $ 18,941 $ 6,154 $ 108,043 
Special mention  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  — 

Total  6,352  11,395  29,605  35,596  18,941  6,154  108,043 
Current period gross charge-offs  —  —  —  —  —  —  — 

Non-owner occupied:
Pass  14,824  29,816  69,488  25,446  36,759  21,869  198,202 
Special mention  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  — 

Total  14,824  29,816  69,488  25,446  36,759  21,869  198,202 
Current period gross charge-offs  —  —  —  —  —  —  — 

Consumer and other:
Pass  249  77  29  35  —  315  705 
Special mention  —  —  —  —  —  —  — 
Substandard  —  —  —  —  —  —  — 
Doubtful  —  —  —  —  —  —  — 

Total  249  77  29  35  —  315  705 
Current period gross charge-offs  2  —  1  —  —  —  3 

Total:
Pass  107,876  125,204  170,783  93,678  92,368  162,833  752,742 
Special mention  —  —  —  —  —  —  — 
Substandard  103  —  3,873  207  276  —  4,459 
Doubtful  —  —  —  —  —  —  — 

Total $ 107,979 $ 125,204 $ 174,656 $ 93,885 $ 92,644 $ 162,833 $ 757,201 
Current period gross charge-offs $ 3 $ 5 $ 176 $ 15 $ — $ — $ 199 

December 31, 2024 2024 2023 2022 2021 Prior

Revolving 
Loans 

Amortized 
Cost Basis Total

Allowance for Credit Losses
The Company calculates its allowance for credit losses using a probability of default and loss given default model that 
incorporates expectations of future economic conditions, using reasonable and supportable forecasts. Together, the probability of 
default and loss given default model with the use of reasonable and supportable forecasts generate estimates for discounted cash 
flows expected to be collected over the estimated life of a loan. Additionally, the Company utilizes its established qualitative 
framework to apply to each loan pool level, which considers economic outlook and other macroeconomic variables. The following 
tables present the activity in the allowance for credit losses on loans held for investment by portfolio segment for the year ended 
December 31, 2025 and 2024:

Year Ended December 
31, 2025

Commercial 
and 

industrial Construction
1-to-4 family 
closed-end

Residential 
revolving 

line of 
credit Multi-family

Owner-
occupied

Non-owner 
occupied

Consumer 
and other Total

Allowance for credit 
losses:

Beginning balance $ 2,037 $ 1,471 $ 1,245 $ 843 $ 254 $ 1,236 $ 1,932 $ 4 $ 9,022 
Provision for credit 

losses  362  381  248  182  13  64  922  6  2,178 
Charge-offs  (234)  (168)  (23)  (43)  —  —  —  (11)  (479) 
Recoveries  4  —  11  —  —  —  —  4  19 

Ending balance $ 2,169 $ 1,684 $ 1,481 $ 982 $ 267 $ 1,300 $ 2,854 $ 3 $ 10,740 
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Year Ended December 
31, 2024

Commercial 
and 

industrial Construction
1-to-4 family 
closed-end

Residential 
revolving 

line of 
credit Multi-family

Owner-
occupied

Non-owner 
occupied

Consumer 
and other Total

Allowance for credit 
losses:
Beginning balance $ 2,260 $ 1,474 $ 1,045 $ 783 $ 290 $ 1,352 $ 1,676 $ 9 $ 8,889 

Provision for credit 
losses  (191)  146  211  60  (36)  (116)  256  (3)  327 
Charge-offs  (32)  (149)  (15)  —  —  —  —  (3)  (199) 
Recoveries  —  —  4  —  —  —  —  1  5 

Ending balance $ 2,037 $ 1,471 $ 1,245 $ 843 $ 254 $ 1,236 $ 1,932 $ 4 $ 9,022 

The Company maintains an allowance for credit losses on unfunded loan commitments to provide for the risk of loss inherent in 
these arrangements. The allowance is computed using a  methodology similar to that used to determine the allowance for credit 
losses on loans held for investment, adjusted for expected funding percentage of the total outstanding commitments. The following 
table presents the activity in the allowance for credit losses on unfunded loan commitments for the periods indicated:

Year Ended December 31,

2025 2024

Allowance for credit losses on unfunded loan commitments:

Beginning balance $ 1,243 $ 991 

Provision for credit losses on unfunded loan commitments  75  252 

Ending balance $ 1,318 $ 1,243 

NOTE 4 - PREMISES AND EQUIPMENT

Year-end premises and equipment owned and utilized in the operations of the Company were as follows:

December 31,
2025 2024

Furniture, fixtures and equipment $ 2,277 $ 1,952 
Leasehold improvements  2,016  1,912 

Total  4,293  3,864 
Less accumulated depreciation  (2,744)  (2,317) 

Total premises and equipment, net $ 1,549 $ 1,547 

Depreciation expense for the for the year ended December 31, 2025 and 2024 was $424 and $551, respectively.

NOTE 5 - LEASES 

The Company leases certain branch and office facilities under non-cancelable operating lease agreements. These real estate 
leases have remaining lease terms up to approximately ten years. The Company does not have any finance leases or leases in 
which it acts as lessor.

At lease commencement, the Company recognizes a right-of-use (“ROU”) asset and a corresponding lease liability for all 
operating leases with a term greater than 12 months. The ROU asset represents the Company’s right to use the underlying asset 
for the lease term, and the lease liability represents the present value of the Company’s obligation to make lease payments. The 
Company uses its incremental borrowing rate at lease commencement to discount lease payments when the rate implicit in the 
lease is not readily determinable.
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The following table presents the balances related to operating leases as of December 31, 2025 and 2024:

December 31,
2025 2024

Operating lease right-of-use assets $ 5,213 $ 3,132 
Operating lease liabilities $ 6,017 $ 3,958 
Weighted average remaining lease term (years)  9.6  7.6 
Weighted average discount rate  5.62 %  4.78 %

The components of total lease cost were as follows for the periods indicated:

Year Ended December 31,
2025 2024

Operating lease cost $ 912 $ 927 
Variable lease cost  69  30 
Short-term and equipment rental costs  58  31 

Total lease cost $ 1,039 $ 988 

Future minimum lease payments under non-cancellable operating leases as of December 31, 2025 are as follows:

Operating Leases
Lease payments due:
2026 $ 437 
2027  707 
2028  724 
2029  743 
2030  761 
Thereafter  4,027 
Total undiscounted future minimum lease payments  7,399 

Less: imputed interest  (1,382) 
Net operating lease liabilities $ 6,017 
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NOTE 6 - OTHER REAL ESTATE OWNED

Other real estate owned activity was as follows:

Year Ended December 31,
2025 2024

Beginning balance $ 2,765 $ — 
Loans transferred to other real estate owned  1,559  2,765 
Capital expenditures  317  — 
Write-downs and partial liquidations  —  — 
Proceeds from sales of other real estate owned  (2,444)  — 
Gain on sale of other real estate owned  57  — 

Ending balance $ 2,254 $ 2,765 

As of December 31, 2025 and 2024, the balance of other real estate owned includes foreclosed residential real estate properties 
recorded of $1,654 and $2,765, respectively. There were no loans secured by residential real estate properties for which 
foreclosure proceedings were in process as of either December 31, 2025 or 2024.

NOTE 7 - DERIVATIVES

The Company utilizes interest rate swap agreements as part of its asset liability management strategy to help manage its interest 
rate risk position. The notional amount of the interest rate swaps does not represent amounts exchanged by the parties. The 
amount exchanged is determined by reference to the notional amount and the other terms of the individual interest rate swap 
agreements. Derivative instruments are recognized on the balance sheet at their fair value and not reported on a net basis.

The following table reflects the derivatives recorded on the balance sheet as of the dates indicated:

December 31, 2025 December 31, 2024
Fair Value Fair Value

Notional 
Amount Assets Liabilities

Notional 
Amount Assets Liabilities

Derivatives designated as hedging instruments:
Cash flow hedge:

Interest rate swap related to index-priced 
deposits $ 20,000 $ — $ 87 $ — $ — $ — 

Fair value hedges:
Interest rate swap related to fixed-rate loan 

pool  50,000  —  217  50,000  —  196 
Interest rate swaps related to fixed-rate bonds  61,603  2,462  176  49,269  2,041 301

Derivatives not designated as hedging 
instruments:

Interest rate swaps related to customer loans  108,091  1,673  1,673  49,709  629 629
Total $ 4,135 $ 2,153 $ 2,670 $ 1,126 

Derivatives Designated as Hedges
Subsequent changes in fair value for a hedging instrument that has been designated and qualifies as part of a hedging 
relationship are accounted for in the following manner:

Cash Flow Hedges:  changes in fair value are recognized as a component in other comprehensive income (loss).

Fair Value Hedges: changes in fair value are recognized concurrently in earnings.

As long as a hedging instrument is designated, and the results of the effectiveness testing support that the instrument qualifies for 
hedge accounting treatment, the periodic changes in fair value of the hedging instrument are accounted for as outlined above. The 
change in fair value of the hedging instrument that is included in the assessment of hedge effectiveness is presented in the same 
income statement line item that is used to present the earnings effect of the hedged item.
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Cash Flow Hedge: During the year ended December 31, 2025, the Company entered into a cash flow hedging relationship using 
interest rate swaps to mitigate the exposure to the variability in future cash flows or other forecast transactions associated with 
certain index-priced deposits and FHLB advances. As of December 31, 2025, interest rate swaps with notional amounts totaling 
$20,000 were designated as cash flow hedges. The cash flow hedges were highly effective during the periods presented and as a 
result qualified for hedge accounting treatment. As such, no amounts were reclassified from accumulated other comprehensive 
loss into earnings as a result of hedge ineffectiveness during the period. During the year ended December 31, 2025, a loss of $64 
was recognized in other comprehensive income, net of tax benefit of $23. Additionally, the Company recognized gains on the 
consolidated statements of income as follows:

Year Ended December 31,
Gains included in: 2025 2024

Interest expense on savings and money market deposits $ 27 $ — 
Interest expense on FHLB advances $ 83 $ — 

Fair Value Hedges: Interest rate swaps with notional amounts totaling $50,000 as of December 31, 2025, and 2024, were 
designated as fair value portfolio layer hedges of certain fixed-rate loans. As of of December 31, 2025, and 2024, interest rate 
swaps with notional amounts totaling $61,603 and $49,269, respectively, were designated as fair value hedges of certain fixed 
rate bonds. The hedges were determined to be effective during all periods presented and the Company expects the hedges to 
remain effective during the remaining terms of the swaps. 

The following table presents the amounts recorded on the balance sheet related to cumulative basis adjustment for fair value 
hedges as of the dates indicated:

Line item on the balance sheet
Carrying amount of the hedged 

item

Cumulative amount of fair value 
hedging adjustment included in 

the carrying amount of the 
hedged item

December 31, December 31,
2025 2024 2025 2024

Loans, net $ 154,076 $ 189,811 $ 264 $ 223 
Securities available-for-sale  66,802  49,859  2,286  1,740 

During the year ended December 31, 2025, the Company sold the securities underlying one of the designated fair value hedges 
and terminated the hedge. The loss from hedge cancellation of $422 was recognized as part of the gain on sale of those 
securities.

The effect of fair value hedge accounting on the consolidated statements of income for the year ended December 31, 2025 and 
2024 are presented below:

Year Ended December 31,
(Losses) gains included in: 2025 2024

Interest income on loans held for investment $ (3) $ 462 
Interest income on securities available-for-sale $ 221 $ 317 
Gain from securities, net $ (422) $ — 

Derivatives Not Designated As Hedges
The Company also enters into interest rate swaps with its loan customers as economic hedges to manage exposure to interest 
rate fluctuations and enters into corresponding offsetting derivatives with third parties. Economic hedges are those that are not 
designated as a fair value or cash flow hedge for accounting purposes but are necessary to economically manage the risk 
exposure associated with these assets. The notional amounts of interest rate swaps with its loan customers as of December 31, 
2025 and 2024 were $108,091 and $49,709, respectively. 
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Collateral Requirements
Most derivative contracts with customers are secured by collateral. Additionally, in accordance with the interest rate agreements 
with derivative counterparties, the Company may be required to post collateral with these derivative counterparties. As of 
December 31, 2025 and 2024, the Company had collateral posted of $2,200 against its obligations under these agreements. 

NOTE 8 - FAIR VALUE

Fair value is the exchange price that would be received for an asset or paid to transfer a liability (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. 
There are three levels of inputs that may be used to measure fair values:

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 a company’s own assumptions about the assumptions that market participants 
would use in pricing an asset or liability.

Recurring Fair Value Measurements
The Bank used the following methods and significant assumptions to estimate fair value:

Investment Securities: The fair values for investment securities are determined by quoted market prices, if available (Level 1). For 
securities where quoted prices are not available, fair values are calculated based on market prices of similar securities (Level 2), 
using matrix pricing. Matrix pricing is a mathematical technique commonly used to price debt securities that are not actively 
traded, which values debt securities without relying exclusively on quoted prices for the specific securities but rather by relying on 
the securities’ relationship to other benchmark quoted securities (Level 2). For securities where quoted prices or market prices of 
similar securities are not available, fair values are calculated using discounted cash flows or other market indicators (Level 3). 

Derivatives: The fair values of derivatives are based on valuation models using observable market data as of the measurement 
date (Level 2). Our derivatives are traded in an over-the-counter market where quoted market prices are not always available. 
Therefore, the fair values of derivatives are determined using quantitative models that utilize multiple market inputs. The inputs will 
vary based on the type of derivative, but could include interest rates, prices and indices to generate continuous yield or pricing 
curves, prepayment rates, and volatility factors to value the position. The majority of market inputs are actively quoted and can be 
validated through external sources, including brokers, market transactions and third-party pricing services. 
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Assets and liabilities measured at fair value on a recurring basis, are summarized below:

December 31, 2025
Quoted Prices 

in Active 
Markets for 

Identical Assets 
(Level 1)

Significant 
Other 

Observable 
Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3) Total
Recurring valuations:

Financial assets:
Investment securities available-for-sale:

Treasury $ — $ 29,560 $ — $ 29,560 
Residential mortgage-backed securities  —  10,366  —  10,366 
Collateralized mortgage obligations  —  37,474  —  37,474 
Municipal securities  —  39,752  —  39,752 
Asset-backed securities  —  4,988  —  4,988 
Corporate  —  3,264  —  3,264 

Total investment securities available-for-sale $ — $ 125,404 $ — $ 125,404 
Derivative assets $ — $ 4,135 $ — $ 4,135 

Financial liabilities:
Derivative liabilities $ — $ 2,153 $ — $ 2,153 

December 31, 2024
Quoted Prices 

in Active 
Markets for 

Identical Assets 
(Level 1)

Significant 
Other 

Observable 
Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3) Total
Recurring valuations:

Financial assets:
Investment securities available-for-sale:

Treasury $ — $ 31,102 $ — $ 31,102 
Residential mortgage-backed securities  —  11,357  —  11,357 
Collateralized mortgage obligations  —  48,912  —  48,912 
Municipal securities  —  11,077  —  11,077 
Asset-backed securities  —  29,079  —  29,079 
Corporate  —  3,185  —  3,185 

Total investment securities available-for-sale $ — $ 134,712 $ — $ 134,712 
Derivative assets $ — $ 2,670 $ — $ 2,670 

Financial liabilities:
Derivative liabilities $ — $ 1,126 $ — $ 1,126 

Nonrecurring Fair Value Measurements
Certain assets may be recorded at fair value on a nonrecurring basis. These fair value measurements generally arise when a 
write-down or impairment is recognized during the period, such as when the carrying amount of an asset is reduced to its fair 
value. The following tables present, as of the dates indicated, the fair value of assets that were subject to nonrecurring fair value 
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measurements that remained on the consolidated balance sheets as of the end of each period, along with the corresponding level 
within the fair value hierarchy for each asset:          

December 31, 2025
Quoted Prices 

in Active 
Markets for 

Identical Assets 
(Level 1)

Significant 
Other 

Observable 
Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3) Total
Nonrecurring valuations:

Financial assets:
Collateral-dependent net loans held for investment:

Non-owner occupied $ — $ — $ 1,766 $ 1,766 
Other real estate owned $ — $ — $ 600 $ 600 

December 31, 2024
Quoted Prices 

in Active 
Markets for 

Identical Assets 
(Level 1)

Significant 
Other 

Observable 
Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3) Total
Nonrecurring valuations:

Financial assets:
Collateral-dependent net loans held for investment:

Construction $ — $ — $ 1,560 $ 1,560 
Other real estate owned $ — $ — $ 2,765 $ 2,765 

Collateral-dependent loans: The fair value of collateral-dependent loans is estimated using the value of the underlying collateral, 
net of anticipated liquidation costs. For loans secured by real estate, the fair value is determined based on appraisals performed 
by qualified appraisers and reviewed by qualified personnel. For loans secured by non-real estate, fair value is determined using a 
combination of third-party asset valuations and internally developed estimates. Collateral-dependent loans are reassessed on a 
quarterly basis for potential additional impairment, with valuations updated as necessary to reflect changes in market conditions 
and management’s ongoing assessment of the borrower’s situation. As of December 31, 2025 and December 31, 2024, 
individually evaluated collateral-dependent loans that were measured or remeasured at fair value had an amortized cost of $2,145 
and $2,621, respectively, and a recorded allowance for credit loss of $379 and $1,061, respectively.

Other real estate owned: Other real estate owned acquired in settlement of indebtedness is recorded at fair value of the real 
estate less estimated costs to sell. Any write-downs based on the asset’s fair value at the date of foreclosure are charged to the 
allowance for credit losses. Any subsequent declines in fair value after foreclosure are recorded in noninterest income as a 
component of any gain or loss on other real estate owned. 
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Fair Value of Financial Instruments
The carrying amounts and estimated fair values of financial instruments not carried at fair value, at December 31, 2025 and 
December 31, 2024 are as follows:

December 31, 2025
Fair Value Measurements Using:

Carrying 
Amount

Quoted Prices 
in Active 

Markets for 
Identical Assets 

(Level 1)

Significant 
Other 

Observable 
Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3) Total
Financial assets:

Cash and cash equivalents $ 72,225 $ 72,225 $ — $ — $ 72,225 
Securities held-to-maturity  39,073  —  34,603  —  34,603 
Mortgage loans held for sale  4,133  —  4,229  —  4,229 
Loans, net  939,769  —  —  923,262  923,262 
Other restricted stock  4,569 N/A N/A N/A N/A
Accrued interest receivable  4,827  46 897  3,884  4,827 

Financial liabilities:
Deposits $ 1,065,989 $ 969,064 $ 98,285 $ — $ 1,067,349 
FHLB advances  40,000  —  40,481  —  40,481 
Long-term debt, net  39,080  —  42,681  —  42,681 
Accrued interest payable  1,321 127  1,194  —  1,321 

December 31, 2024
Fair Value Measurements Using:

Carrying 
Amount

Quoted Prices 
in Active 

Markets for 
Identical Assets 

(Level 1)

Significant 
Other 

Observable 
Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3) Total
Financial assets:

Cash and cash equivalents $ 40,630 $ 40,630 $ — $ — $ 40,630 
Securities held-to-maturity  41,466  —  35,014  —  35,014 
Mortgage loans held for sale  3,955  —  4,042  —  4,042 
Loans, net  748,179  —  —  720,943  720,943 
Other restricted stock  5,477 N/A N/A N/A N/A
Accrued interest receivable  4,448  17  1,094  3,337  4,448 

Financial liabilities:
Deposits $ 846,402 $ 739,874 $ 107,791 $ — $ 847,665 
FHLB advances  70,000  —  70,046  —  70,046 
Long-term debt, net  19,810  —  18,946  —  18,946 
Accrued interest payable  836  124  712  — 836
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NOTE 9 - DEPOSITS

Time deposits that meet or exceed the FDIC Insurance limit of $250 as of December 31, 2025 and 2024, were $23,388 and 
$29,636, respectively.

As of December 31, 2025, scheduled maturities of time deposits were as follows:

Time Deposits
2026 $ 24,550 
2027  1,124 
2028  67,839 
2029  198 
2030  3,214 
Thereafter  — 

Total $ 96,925 

As of December 31, 2025 and 2024, the Company had $122 and $75, respectively, of deposit accounts in overdraft status that 
were reclassified to loans on the accompanying consolidated balance sheets.

NOTE 10 - FEDERAL HOME LOAN BANK ADVANCES AND OTHER

Federal Home Loan Bank Advances
As a member of the FHLB of Cincinnati, the Company is eligible for advances from the FHLB. As of  December 31, 2025 and 
2024, advances from the FHLB were as follows:

December 31,
2025 2024

FHLB Advances:
Maturity March 2025, variable rate of 4.51% $ — $ 50,000 
Maturity April 2027, fixed rate of 3.93%  20,000  — 
Maturity July 2028, fixed rate of 4.50%  12,000  12,000 
Maturity July 2028, fixed rate of 4.48%  3,000  3,000 
Maturity August 2028, fixed rate of 4.53%  5,000  5,000 
Total $ 40,000 $ 70,000 

For the year ended December 31, 2025 and 2024, the average outstanding balance of FHLB advances were $68,370 and 
$46,145, respectively, which carried a cost of funds of 4.19% and 4.96%, respectively. 

Each advance is payable at its maturity date, with a prepayment penalty for fixed rate advances. As of December 31, 2025 and 
2024, the advances were collateralized by residential mortgage loans of $201,439 and $191,541, respectively, and commercial 
real estate loans of $258,030 and $181,508, respectively. Based on this collateral and the Company’s holding of FHLB stock, as of 
December 31, 2025, the Company was eligible to borrow up to a total of $270,929.

Other
Additionally, the Company has available from correspondent banks short-term unsecured lines of credit in the form of federal 
funds purchased with financial institutions. As of December 31, 2025, and 2024, availability under these lines was $61,500 and 
$42,500, respectively, and there were no borrowings against these lines. 

NOTE 11 - LONG-TERM DEBT

During the year ended December 31, 2025, the Company completed a private placement subordinated debt offering with an 
aggregate principal amount of $40,000 at a 7.50% fixed-to-floating rate (the “Notes”). The Notes, which mature after 10 years and 
are callable after five years have been structured to qualify as Tier 2 capital under regulatory guidelines. The proceeds were used 
to contribute additional capital to the Bank and to repay senior debt of $20,000 in addition to general corporate purposes. 
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Unamortized debt issuance costs associated with the senior debt of $141 was recognized upon early pay-off as debt 
extinguishment expense included in other noninterest expense on the Company’s consolidated statements of income.

The tables below present the balances of long-term debt as of December 31, 2025 and 2024:

December 31,
2025

Subordinated debt:
Outstanding balance $ 40,000 
Unamortized issuance costs  (920) 

Subordinated debt, net $ 39,080 

December 31,
2024

Senior debt:
Outstanding balance $ 20,000 
Unamortized issuance costs  (190) 

Senior debt, net $ 19,810 
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NOTE 12 - INCOME TAXES 

Income tax expense included on the consolidated statements of income was as follows for the periods presented:

Year Ended December 31,
2025 2024

Current expense:
Federal $ 1,469 $ 1,773 
State  85  (18) 

Total current expense  1,554  1,755 
Deferred expense:

Federal  (456)  (149) 
State  (175)  (22) 

Total deferred expense  (631)  (171) 
Total income tax expense $ 923 $ 1,584 

The Company has no foreign operations or income and does not file income taxes in any foreign jurisdictions.                                                                                                                

For the periods presented, income tax expense differs from the amount of income taxes computed on pre-tax income at the 
federal statutory rate (21%) as a result of the following:

Year Ended December 31,
2025 2024

Federal taxes calculated at statutory rate $ 1,551  21.0 % $ 1,743  21.0 %
Effect of:

State taxes, net of federal benefit(1)  326  4.4 %  108  1.3 %
State tax credits, net of federal benefit(1)  (397)  (5.4) %  (153)  (1.8) %
Energy tax credits  (199)  (2.7) %  —  — %
Nontaxable and nondeductible items:

Effect of bank-owned life insurance  (375)  (5.1) %  (199)  (2.4) %
Other  (7)  — %  47  0.6 %

Other  24  0.3 %  38  0.4 %
Total $ 923  12.5 % $ 1,584  19.1 %

(1)  State of Tennessee makes up the majority (more than 50%) of the total of state taxes and state tax credits.

The following table presents income taxes paid (net of refunds received) for the periods presented: 

Year Ended December 31,

2025 2024

US federal $ 1,025 $ 2,229 

US state and local:

Tennessee  —  244 

Other  9  16 

Total $ 1,034 $ 2,489 

The Company and its subsidiaries are subject to U.S. federal income tax as well as income tax of the states of Tennessee, 
Kentucky, Georgia, and Alabama. The Company is no longer subject to examination by taxing authorities for years before 2021. 
There are no material interest and/or penalty amounts recorded in the consolidated statements of income for the years ended 
December 31, 2025 and 2024.
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Temporary differences between the financial statement carrying amounts and the tax basis of certain assets and liabilities gave 
rise to the following net deferred tax assets as of December 31, 2025 and 2024:

December 31,
2025 2024

Deferred tax assets:
Allowance for credit losses $ 3,149 $ 2,599 
Organizational/start-up expenditures  512  580 
Net unrealized losses on securities available-for-sale  1,444  2,272 
Equity-based compensation  693  584 
Lease liabilities  1,571  1,034 
Deferred loan fees, net  336  232 
Other  92  20 

Gross deferred tax assets  7,797  7,321 
Deferred tax liabilities:

Right-of-use lease assets  (1,361)  (818) 
Depreciation  (237)  (248) 
Other  (157)  (16) 

Gross deferred tax liabilities  (1,755)  (1,082) 
Net deferred tax assets $ 6,042 $ 6,239 

NOTE 13 - EMPLOYEE BENEFIT PLAN

401(k) Plan
The Company sponsors a 401(k) benefit plan which covers substantially all employees and allows participating employees to 
contribute up to 100% of their compensation, subject to limitations imposed by tax legislation. The Company provides a 
discretionary employer matching contribution of up to 6% of the employee’s compensation for the full year. Expense for the year 
ended December 31, 2025 and 2024 was $675 and $523, respectively. 

NOTE 14 - STOCK-BASED COMPENSATION

The Studio Financial Holdings, Inc. Equity Incentive Plan (“the Plan”), which is shareholder-approved, permits the grant of share-
based awards to its employees and directors for up to 1,100,000 shares of common stock. The maximum aggregate number of 
shares associated with any award granted under the Plan in any calendar year to any one non-employee director shall be 30,000 
shares.

Stock Options
Option awards are generally granted with an exercise price equal to the fair value of the Company’s common stock at the date of 
grant. Those option awards have a graded vesting period of 5 years and have 10-year contractual terms. Vesting of grants may 
also be subject to certain performance metrics related to the overall financial results of the Company.

The fair value of each option award is estimated on the date of grant using a closed form option valuation (Black-Scholes) model 
that uses the assumptions noted in the table below. Expected volatilities are based on historical volatilities of the common stock of 
the Company’s peer group. The expected term of options granted is based on the stated term of the options and represents the 
period of time that options granted are expected to be outstanding, taking into account that the options are not transferable and 
that there is minimal observable historical data. The risk-free interest rate for the expected term of the option is based on the U.S. 
Treasury yield curve in effect at the time of the grant.
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The fair value of options granted was determined using the following weighted-average assumptions for the periods presented:

December 31,
2025 2024

Risk-free interest rate  4.13 %  4.16 %
Expected term (in years) 7.5 7.5
Expected stock price volatility  27.3 %  26.9 %

The following summarizes activity in stock options for the year ended December 31, 2025:

Shares

Weighted 
Average 

Exercise Price

Weighted 
Average 

Remaining 
Contractual 

Term
Outstanding at beginning of period  632,980 $ 10.28 

Granted  90,309 $ 10.45 
Exercised  (16,800) $ 10.00 
Forfeited  (7,201) $ 10.00 

Outstanding at end of period  699,288 $ 10.31 5.0
Fully vested and expected to vest  699,288 $ 10.31 5.0
Exercisable at end of year  522,995 $ 10.29 3.8

For the year ended December 31, 2025 and 2024, compensation expense related to stock options was $331 and $256, 
respectively. As of December 31, 2025 and 2024, there was $367 and $323 of total unrecognized compensation cost related to 
unvested stock options granted under the Plan. The cost is expected to be recognized over a weighted-average period of 2.0 
years.

Additional information related to stock options for the year ended December 31, 2025 and 2024 is presented below:

Year Ended
December 31,

2025 2024
Intrinsic value of options exercised $ 6 $ 6 
Cash received from options exercised $ 108 $ 247 
Tax benefit from option exercises $ 28 $ 52 
Weighted average fair value of options granted $ 4.25 $ 3.94 

Restricted Stock Awards
The fair value of restricted stock awards is determined using the fair value of the Company’s common stock as of the grant date. 
Restricted stock awards generally have a graded vesting period of 5 years. Vesting of grants may also be subject to certain 
performance metrics related to the overall financial results of the Company. As of December 31, 2025, all performance metrics are 
anticipated to be achieved.

A summary of changes in the Company’s unvested restricted shares is presented below for the year ended December 31, 2025:

Shares
Weighted Average 

Grant Date Fair Value
Unvested at beginning of period  70,196 $ 11.40 
Granted  74,159 $ 10.73 
Vested  (17,339) $ 12.33 
Forfeited  (11,088) $ 10.05 
Unvested at end of period  115,928 $ 10.96 

For the year ended December 31, 2025 and 2024, compensation expense related to restricted stock awards was $478 and $168, 
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respectively. As of December 31, 2025 and 2024, there was $656 and $423 of total unrecognized compensation cost related to 
restricted stock awards granted under the Plan. The cost is expected to be recognized over a weighted-average period of 2.4 
years. The total fair value of shares vested during the year ended December 31, 2025 and 2024 was $214 and $93, respectively.

NOTE 15 - COMMITMENTS, CONTINGENCIES AND FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

The Company issues certain financial instruments to meet customer financing needs, such as loan commitments, credit lines, 
letters of credit, and overdraft protection. These are agreements to provide credit or to support the credit of others, as long as 
conditions established in the contract are met, and usually have expiration dates. Commitments may expire without being used. 
Off-balance-sheet risk to credit loss exists up to the face amount of these instruments, although material losses are not 
anticipated. The same credit policies are used to make such commitments as are used for loans, including obtaining collateral at 
exercise of the commitment.

The maximum amounts of off-balance-sheet exposure to credit loss from these unfunded commitments is represented by the 
contractual amount of these instruments presented below as of the dates indicated:

December 31,
2025 2024

Unused lines of credit $ 215,441 $ 224,945 
Letters of credit $ 14,796 $ 24,301 

Market risk resulting from interest rate changes on particular off-balance sheet financial instruments may be offset by other on- or 
off-balance sheet transactions. Interest rate sensitivity is monitored by the Company for determining the net effect of potential 
changes in interest rates on the market value of both on- and off balance sheet financial instruments.

From time to time and in the normal course of business, the Company may be involved in litigation. In the opinion of management, 
after consultation with legal counsel, any pending matters are not expected to have a significant impact on the consolidated 
financial statements.     

NOTE 16 - RELATED PARTY TRANSACTIONS

Loans
The Company makes loans to principal officers, directors, and their affiliates in the normal course of business, as allowable 
under regulatory rules. A summary of the changes in related party loans is below for the periods presented:

December 31,
2025 2024

Beginning balance $ 1,698 $ 1,770 
New loans  681  124 
Repayments  (44)  (196) 

Ending balance $ 2,335 $ 1,698 

Unfunded commitments to certain executive officers, directors and their affiliates as of December 31, 2025 and 2024 totaled $808 
and $418, respectively. 

Deposits
Deposits from principal officers, directors, and their affiliates as of December 31, 2025 and 2024 were $16,602 and $18,876.

NOTE 17 - REGULATORY CAPITAL MATTERS

Banks are subject to regulatory capital requirements administered by federal banking agencies. Capital adequacy guidelines and 
prompt corrective action regulations involve quantitative measures of assets, liabilities, and certain off-balance-sheet items 
calculated under regulatory accounting guidelines. Capital amounts and classifications are also subject to qualitative judgments by 
regulators. Failure to meet capital requirements can initiate regulatory action. As of December 31, 2025 and 2024, the Bank met 
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all capital adequacy requirements to which it is subject. Additionally, under U.S. Basel III Capital Rules, the Bank opted out of 
including accumulated other comprehensive income in regulatory capital.

As of December 31, 2025 and 2024, the most recent regulatory notifications categorized the Bank as well capitalized under the 
regulatory framework for prompt corrective action. 

Actual and required capital amounts and ratios (excluding the 2.5% capital conservation buffer) are presented below as of 
December 31, 2025 and 2024:

Actual
Required for Capital 
Adequacy Purposes

To Qualify as Well-
Capitalized Under Prompt 

Corrective Action 
Provision

Amount Ratio Amount Ratio Amount Ratio
December 31, 2025
Total Capital (to risk-weighted assets) $ 136,986  13.1 % $ 83,640  8.0 % $ 104,550  10.0 %
Tier 1 Capital (to risk-weighted assets)  124,927  11.9 %  62,730  6.0 %  83,640  8.0 %
Common Equity Tier 1 Capital (to risk-weighted 

assets)  124,927  11.9 %  47,047  4.5 %  67,957  6.5 %
Tier 1 capital (to average assets)  124,927  9.8 %  50,809  4.0 %  63,511  5.0 %

December 31, 2024
Total Capital (to risk-weighted assets) $ 110,664  13.1 % $ 67,552  8.0 % $ 84,440  10.0 %
Tier 1 Capital (to risk-weighted assets)  100,378  11.9 %  50,664  6.0 %  67,552  8.0 %
Common Equity Tier 1 Capital (to risk-weighted 

assets)  100,378  11.9 %  37,998  4.5 %  54,886  6.5 %
Tier 1 capital (to average assets)  100,378  9.7 %  41,587  4.0 %  51,983  5.0 %

Dividend Restrictions 

Banking regulations limit the amount of dividends that may be paid without prior approval of regulatory agencies. Due to 
regulations of the Tennessee Department of Financial Institutions, the Bank may not declare dividends in any calendar year that 
exceeds the total of its net income of that year combined with its retained net income of the preceding two years without the prior 
approval of the TDFI Commissioner. Based on this regulation, as of December 31, 2025 and 2024, $13,786 and $5,237, 
respectively, was available for payment of dividends without such prior approval. 
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