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FORWARD-LOOKING STATEMENTS

In addition to historical information, this docunteontains forwardeoking statements (as such term is defined ini@e&7A of the
Securities Act of 1933, as amended (the “Securiiets) and Section 21E of the Securities Exchange & 1934, as amended (thExXchang
Act”). Forwardiooking statements are those that predict or desduture events or trends or that do not relatelys@o historical matter
However, our actual results and financial perforagam the future will be affected by known and eumtlty unknown risks, uncertainties
other factors that may cause our actual resulfsancial performance in the future to differ méaély from the results or financial performai
that may be expressed, predicted or implied by daokard{ooking statements. Such risks, uncertainties ahdrdfactors include, amo
others, those set forth below in ITEM 1A. RISK FAGRS, and readers of this report are urged to feaddutionary statements containe
that Section of this Report. In some cases, you idantify forward-looking statements by words likeay,” “will,” “should,” “could,”
“believes,” “intends,” “expects,” “anticipates,” lgns,” “estimates,” “predicts,” “potential,” “progd” and “continue”and similar expressior
Readers of this document are cautioned not to pladee reliance on any forwalabking statements, which speak only as of the aetsye
dates on which such statements were made and ahéchubject to risks, uncertainties and other fadtwat could cause actual results ant
timing of certain events to differ materially frdioture results expressed or implied by such forwtaoking statements.

First Foundation Inc. expressly disclaims any ihten any obligation to release publicly any revisoor updates to any of 1
forward{ooking statements contained in this report toectflevents or circumstances after the date ofdb@iment or the occurrence
currently unanticipated events or development®aonform such forwartboking statements to actual results or to chamyéts opinions ¢
expectations, except as may be required by appdidaty.




PART |

Item 1. Business

Overview

”ou

Unless we state otherwise or the context otherv@gaires, references in this Annual Report on Fao¥K to “we,” “our,” and “us”
refer to First Foundation Inc., a California corpation, (or FFI or the Company) and its consolidagdsidiaries, First Foundation Advisi
(or FFA) and First Foundation Bank (or FFB).

We are a California based financial services comphat provides a comprehensive platform of perbpea financial services
high net-worth individuals and their families, fdynbusinesses and other affiliated organizations. adhsider high netrorth individuals to b
individuals with net worth, excluding their primargsidence, of over $1.0 million. Our integratedtfdrm provides investment managem
wealth planning, consulting, trust and banking pidd and services to effectively and efficientlyanthe financial needs of our clients.
have also established a lending platform that sffesns to individuals and entities that own andrage multifamily residential and commer
real estate properties. In addition, we provideiness banking products and services to small toemadesized businesses and professi
firms, and consumer banking products and servic@sdividuals and families who would not be cons@tkhigh networth. As of December 3
2014, we had $3.22 billion of assets under manageif@e AUM), $1.36 billion of total assets, $1.1#llibn of loans and $963 million
deposits. Our investment management, wealth plgneinsulting, and trust services provide us withssantial, fedsased, recurring revenu
such that in 2014, our non-interest income was 87%ur total revenues.

Our strategy is focused on expanding our strong stadle client relationships by delivering high kifya coordinated investme
management, wealth planning, consulting, trust badking products and services. We are able to aiaird clientfocused approach
recruiting and retaining experienced and qualifieadf, including highly qualified relationship mageas, private bankers and financial planners

We intend to continue to grow our business by r@ssselling our services among our wealth managemedtbamking client:
(ii) obtaining new client referrals from existindients, attorney and accountant referral sourcesk through referral agreements with a
custodial firms; (iii) marketing our services ditigcto prospective new clients; (iv) adding expaded relationship managers and pri
bankers who may have established client relatigsstiiat we can serve; (v) establishing de novo tveahnagement offices in select mark
both within and outside our existing market areas} (vi) making opportunistic acquisitions of commpkntary businesses.

As a bank holding company, we are subject to réguand examination by the Board of Governorshef Federal Reserve Syst
(or the Federal Reserve Board or FRB) and the Bé&aserve Bank of San Francisco (or the FRBSFeudelegated authority from the FF
As an Federal Deposit Insurance Corporation (ordjirsured, California state chartered bank, FF8ulgiect to regulation and examinatior
the FDIC and the California Department of Busin@sgrsight (or the DBO). FFB also is a member of Fledleral Home Loan Bank of £
Francisco (or “FHLB"), which provides it with a sme of funds in the form of short-term and Iaegm borrowings. FFA is a registe
investment adviser under the Investment Advisersahd 940, or Investment Advisers Act, and is sabje regulation by the Securities
Exchange Commission, or SEC, under that Act.

Through FFA and FFB, we offer a comprehensive ptaifof personalized financial services to high wetth individuals and the
families, family businesses and other affiliatedjaotizations. Our integrated platform provides itwesit management, wealth plann
consulting, trust and banking products and servioesffectively and efficiently meet the financiaéeds of our clients. Our broad rang
financial product and services are more consistéhtthose offered by larger financial institutiomghile our high level of personalized serv
accessibility and responsiveness to our clientsrames typical of the services offered by boutigueeistment management firms and commt
banks. We believe this combination of an integrgtiatform of comprehensive financial services ambipcts and personalized and respor
service differentiates us from many of our compesiand has contributed to the growth of our cleage and our business.

Overview of our Investment Advisory and Wealth Mayeanent Business

FFA is a fee-based investment adviser which pravigeestment advisory services primarily to high-werth individuals, the
families and their family businesses, and othdlia#d organizations. FFA strives to provide iligits with a high level of personalized ser
by its staff of experienced relationship managassof December 31, 2014, FFA had total $3.22 hillaf AUM. FFA’s operations compri
the investment management, wealth planning anduttims segment of our business.

Overview of Our Banking Business

FFB is engaged in private and commercial bankiffgriog a broad range of personal and businessibgnitoducts and services ¢
trust services to its clients. Its private banksegvices include a variety of deposit productsiuiding personal checking,




savings and money market deposits and certificatedeposit, single family real estate loans, andscmer loans. FFB also provides
convenience of online and other personal bankingices to its clients. FFB'business banking products and services includgfamily anc
commercial real estate loans, commercial term l@arklines of credit, transaction and other depasibunts, online banking and enhat
business services. FFB has also established antpipdaitform that offers loans to individuals anditegs who own and operate multifarr
residential and commercial real estate propertiieaddition, FFB provides its products and servimemdividuals and families who would 1
be considered high neterth, small to moderate sized businesses and gwioigal firms. At December 31, 2014, FFB had $hillon of total
assets, $1.17 billion of loans and $972 milliordeposits. FFB’s operations comprise the trust amdking segment of our business.

Relationship Managers and Private Bankers

Our operating strategy has been to build strongstadle longerm client relationships, one at a time, by delivg high quality
coordinated investment management, wealth planemgsulting, trust and banking products and sesvitbe success of this strategy is lar
attributable to our experienced and high qualitgrdlrelationship managers and private bankers.pfimeary role of our relationship manac
and private bankers, in addition to attracting reéients, is to develop and maintain a strong reteghip with their clients and to coordinate
services we provide to their clients. We have eigpeed low turnover in our client service persorared we believe we can continue to at
and retain experienced and clidatused relationship managers and private bankdr®ecember 31, 2014, we employed 16 relatior
managers and 20 private bankers.

Wealth Management Products and Services

FFA provides fee-based investment advisory servéres wealth management and consulting servicesapitimfor high networth
individuals and their families, family businesse®d aother affiliated organizations (including pubbnd closelyheld corporations, fami
foundations and private charitable organizatioR§)A provides high netvorth clients with personalized services desigreértable them
reach their personal and financial goals and bydinating FFAS investment advisory and wealth management sarvidé risk manageme
and estate and tax planning services provided bsidmiservice providers, for which FFA does noeree commissions or referral fees. FEA’
clients benefit from certain cost efficiencies daflie to institutional managers, such as blockitrgdaccess to institutionally priced tmac
mutual funds, ability to seek competitive bid/askcipg for bonds, low transaction costs and invesitmmanagement fees charged
percentage of the assets managed, with tierechgrfor larger accounts.

FFA’s investment management team strives to createsdfied investment portfolios for its clients thate individually designe
monitored and adjusted based on the disciplineunfidmental investment analysis. FFA focuses ontintgeinvestment portfolios that &
commensurate with a cliestobjectives, risk preference and time horizomgasiaditional investments such as individual ssoakd bonds ai
mutual funds. FFA also provides comprehensive argbimg advice and coordination regarding estatenihe, retirement planning, charita
and business ownership issues, and issues facexkbytives of publicly-traded companies.

AUM at FFA has grown at a compound annual growth od 21% over the three year period ending Decerdbe2014. Changes
our AUM reflects additions from new clients, theirgaor losses recognized from investment resuttdjtianal funds received from existi
clients, withdrawals of funds by clients, and terations. During the 3 year period ending DecemhieRB14, additions from new clients
net gains from investment results were 72% and 2@%gectively, of the total of additions from neliests and net gains from investm
results.

FFA does not provide custodial services for iterd$. Instead, client investment accounts are ieiaed under custodial arrangem
with large, well established brokerage firms, aittieectly or through FFB. However, FFA advisesdlients that they are not obligated to
those services and that they are free to seleatifes brokerage firms and custodial service piexs of their own choosing. FFA has ent
into referral agreements with certain of the assistodial firms that provide custodial servicets clients. Under these arrangements
asset custodial firms provide referrals of prospechew clients whose increase in wealth warrantsoee personalized and expansive bre
of financial services that we are able to provideexchange for a fee. This fee is either a pergentd the fees we charge to the client
percentage of the AUM of the client. The assetadiat firms are entitled to continue to receivesthéees for as long as we continue to prc
services to the referral client. These referrakagrents do not require the client to maintain thssets at the custodial firm and are
disclosed to the client prior to our providing Sees to them.

FFA also provides wealth management services, stimgiof financial, investment and economic adwsand related services,
high-net-worth individuals and their families, fdynibusinesses, and other affiliated organizatiomelfding public and closelfelc
corporations, family foundations and private claolié organizations). Those services include edutatinstruction and consultation
financial planning and management matters, andratdased data processing administrative support snitvolving the processing &
transmission of financial and economic data prilpdar charitable organizations.




Banking Products and Services

Through FFB, we offer a wide range of loan produdeposit products, business and personal bankingces and trust services. (
loan products are designed to meet the credit nefedgr clients in a manner that, at the same tenaples us to effectively manage the ¢
and interest rate risks inherent in our lendingvds. Deposits represent our principal sourcduofds for making loans and investments
acquiring other interest-earning assets. The yielelsealize on our loans and other inteesstring assets and the interest rates we payras!
and retain deposits are the principal determinahtaur banking revenues. See “Managengbliscussion and Analysis of Financial Condi
and Results of Operations” elsewhere in this Anfegort on Form 10-K.

FFB also provides trust services to clients in f0atia and Nevada. Those services, which consistarily of the management
trust assets, complement the investment and weathegement services that FFA offers to our cliants, as a result, provide us with cross
selling opportunities. Additionally, trust serviéees provide an additional source of noninteresorime for us. At December 31, 2014, t
AUM totaled $415 million.

Our lending activities serve the credit needs ghhetworth individuals and their businesses, owners woltifamily and commerci:
real estate properties, individuals and familie®wiould not be considered high nmebrth, small to moderate size businesses and [ziofez
firms in our market areas. As a result we offemdety of loan products consisting of multifamilgdasingle family residential real estate lo.
commercial real estate loans, commercial term l@antslines of credit, and consumer loans. We haallil®an processing, underwriting ¢
servicing at our administrative office in Irvineal@ornia.

The following table sets forth information regamglithe types of loans that we make, by amounts arad@ercentage of our total lo
outstanding at December 31:

2014 2013
(dollars in thousands Balance % of Total Balance % of Total
Recorded Investment balan:
Loans secured by real este
Residential propertie:

Multifamily $ 481,49: 41.5% $ 405,98: 44.%
Single family 360,64+ 30.% 227,09t 25.2%
Total loans secured by residential proper 842,13! 72.2% 633,08( 70.1%
Commercial propertie 205,32( 17.€% 154,98: 17.2%
Land 4,30¢ 0.4% 3,79¢ 0.4%
Total real estate loar 1,051,76. 90.2% 791,85t 87.7%
Commercial and industrial loal 93,531 8.C% 93,25! 10.2%
Consumer loan 21,12t 1.8% 18,48 2.(%
Total loans $ 1,166,42 100.0 $ 903,59! 100.(%

Residential Mortgage Loans — Multi-familWe make multifamily residential mortgage loans for terms up @oy&ars primarily fc
properties located in Southern California. Thesm$ogenerally are adjustable rate loans with istemes tied to a variety of indepentc
indexes; although in some cases these loans heaw ifiterest rates for periods ranging from 3 tge@rs and adjust thereafter based ¢
applicable index. These loans generally have isteste floors, payment caps, and prepayment pesakhe loans are underwritten based
variety of underwriting criteria, including an ewation of the character and creditworthiness oftitbeower and guarantors, loanstalue an
debt service coverage ratios, borrower liquidityd acredit history. In addition, we perform stresstiteg for changes in interest ra
capitalization rates and other factors and reviewegal economic trends such as lease rates, vahaeabsorption rates. We typically req
personal guarantees from the owners of the entdiggich we make such loans.

Residential Mortgage Loans — Single-famWMye offer single family residential mortgage loamsnarily as an accommodation to
existing clients. In most cases, these take thm fof noneonforming loans and FFB does not sell or seceriiny of its single fami
residential mortgage loan originations. FFB doesaniginate loans defined as high cost by statiederal banking regulators. The majority
FFB’s single family residential loan originations adlateralized by first mortgages on real propertmsated in Southern California. Thi
loans are generally adjustable rate loans withdfiterms ranging from 3 to 7 years terms. Theseslg@merally have interest rate floors
payment caps. The loans are underwritten based eariaty of underwriting criteria, including an dwation of the character a
creditworthiness of the borrower and guarantoranitmvalue and debt to income ratios, borrower liquiditicome verification and cre
history. In addition, we perform stress testingdhanges in interest rates and other factors andwegeneral economic trends such as mi
values.




Commercial Real Estate LoanSur commercial real estate loans are secured $iytfirst deeds on nonresidential real propertysé
loans generally are adjustable rate loans withrésterates tied to a variety of independent indeatthough in some cases these loans
fixed interest rates for periods ranging from ¥tgears and adjust thereafter based on an appicatdex. These loans generally have int
rate floors, payment caps, and prepayment penaliiles loans are underwritten based on a varietynaferwriting criteria, including ¢
evaluation of the character and creditworthinesghef borrower and guarantors, loanvidue and debt service coverage ratios, borr
liquidity and credit history. In addition, we penfo stress testing for changes in interest ratgs,rages and other factors and review gel
economic trends such as lease rates, values andptiba rates. We typically require personal guteas from the owners of the entitie
which we make such loans.

Commercial LoansWe offer commercial term loans and commercial linégredit to our clients. Commercial loans gerigrate
made to businesses that have demonstrated a haftprpfitable operations. To qualify for such Isaprospective borrowers generally n
have operating cash flow sufficient to meet théiligations as they become due, and good paymeturigis. Commercial term loans are ei
fixed rate loans or adjustable rate loans withrggerates tied to a variety of independent indexres are made for terms ranging from or
five years. Commercial lines of credit are adjultahte loans with interest rates usually tiedn® Wall Street Journal prime rate, are mad
terms ranging from one to two years, and contaifoua covenants, including a requirement that tiedwer reduce its credit line borrowir
to zero for specified time periods during the terhthe line of credit. The loans are underwrittexsdd on a variety of underwriting crite
including an evaluation of the character and cvealithiness of the borrower and guarantors, debticgercoverage ratios, historical ¢
projected client income, borrower liquidity andditéhistory. In addition, we perform stress testiogchanges in interest rates and other fa
and review general economic trends in the clgemtustry. We typically require personal guarastieem the owners of the entities to which
make such loans.

Consumer LoansWe offer a variety of consumer loans and credidpots, including personal installment loans anddiof credi
and home equity lines of credit designed to meenteds of our clients. Consumer loans are eitked fate loans or adjustable rate loans
interest rates tied to a variety of independenéxed and are made for terms ranging from one tgdars. The loans are underwritten base
a variety of underwriting criteria, including anadwation of the character creditworthiness and ittgdtory of the borrower and guarant
debt to income ratios, borrower liquidity, incomerification, and the value of any collateral seegrthe loan. Consumer loan collections
dependent on the borrowsrbngoing cash flows and financial stability ansl,aaresult, generally pose higher credit risks tim@nother loar
that we make.

For all of our loan offerings, we utilize a compeelive approach in our underwriting process. Timitudes the requirement that
factors considered in our underwriting be apprdpljadocumented. In our underwriting, our primaogds is always on the borrowgmbility
to repay. However, because our underwriting proadies/s us to view the totality of the borrowgKCapacity to repay, concerns or issues ir
area can be compensated for by other favorablediabcriteria. This personalized and detailed apph allows us to better understand
meet our clients’ lending needs.




Bank Deposit Productswe offer a wide range of deposit products, inclgdpersonal and business checking, savings acc
interestbearing negotiable order of withdrawal accountshe@yomarket accounts and time certificates of depdhe following table sets for
information regarding the type of deposits whichr alients maintained with us and the average isterates on those deposits a:
December 31:

2014 2013
Weighted Weighted
Average Average
(dollars in thousands’ Amount % of Total Rate Amount % of Total Rate
Demand deposit:
Noninteres-bearing $ 246,13 25.€6% — $ 217,78 27.1% —
Interes-bearing 291,50¢ 30.2% 0.50%% 217,12¢ 27.1% 0.50%%
Money market and saviny 171,95! 17.€% 0.49%% 121,26 15.1% 0.49%%
Certificates of deposit 253,35( 26.5% 0.606% 245,86t 30.7% 0.60%
Total $ 962,95 100.(% 0.39¢ $ 802,03 100.(% 0.398%

As of December 31, 2014, our 6 largest bank depasidccounted for, in the aggregate, 33% of ol wéposits. See ITEM A
RISK FACTORS.

Insurance Serviceghrough First Foundation Insurance Services (oSlF wholly owned subsidiary of FFB, we offer lifisuranc
products provided by unaffiliated insurance casrigom whom we collect a brokerage fee.

Competition

The banking and investment and wealth managemesimdsses in California and Las Vegas, Nevada, gneand in FFI5S marke
areas, in particular, are highly competitive. Aatalely small number of major national and regiobahks, operating over wide geogra|
areas, including Wells Fargo, JP Morgan Chase, dB8kBComerica, Union Bank and Bank of America, dwté the Southern Califon
banking market. Those banks, or their affiliatdsp affer private banking and investment and weaidinagement services. We also conr
with large, well known private banking and wealtlamagement firms, including City National, First Rbjic, Northern Trust and Bost
Private. Those banks and investment and wealth geament firms generally have much greater finarenal capital resources than we do
as a result of their ability to conduct extensideexrtising campaigns and their relatively long diigts of operations in Southern California,
generally better known than us. In addition, byudrof their greater total capitalization, the &lganks have substantially higher lending li
than we do, which enables them to make much ldogeis and to offer loan products that we are nig &boffer to our clients.

We compete with these much larger banks and invegtand wealth management firms primarily on theidaf the personal a
“one-on-one”service that we provide to our clients, which marfiythese competitors are unwilling or unable tovite, other than to the
wealthiest clients, due to costs involved or theire size fits all’approaches to providing financial services to thkénts. We believe that ¢
principal competitive advantage is our ability ffeo our banking, trust, and investment and wealdnagement services through one integ
platform, enabling us to provide our clients witte tefficiencies and benefits of dealing with a e group of professional advisors
banking officers working together to assist ouewts to meet their personal investment and finhmggals. We believe that only the larg
financial institutions in our area provide similategrated platforms of products and services, Wity sometimes reserve for their wealtt
and institutional clients. In addition, while wesalcompete with many local and regional banks andemous local and regional investn
advisory and wealth management firms, we belieaeahly a very few of these banks offer investn@niealth management services and
a very few of these investment and wealth managefirems offer banking services and, therefore, ghesmpetitors are not able to pro\
such an integrated platform of comprehensive fir@rgervices to their clients. This enables us ampete effectively for clients who
dissatisfied with the level of service providedager financial institutions, yet are not ablerégeive an integrated platform of compreher
financial services from other regional or localkfirtial service organizations.

While we provide our clients with the conveniendetechnological access services, such as remotesidepapture and interr
banking, we compete primarily by providing a higlél of personal service associated with our peilrnking focus. As a result, we do no
to compete exclusively on pricing. However, becauseare located in a highly competitive market pland because we are seeking to 1
our businesses, we attempt to maintain our pritidpe with our principal competitors.




Supervision and Regulation

Both federal and state laws extensively regulatekd@olding companies and banks. Such regulatiomtended primarily for th
protection of depositors and the FD$Cdeposit insurance fund and is not for the beradfishareholders. Set forth below are sumt
descriptions of the material laws and regulatidrzd aiffect or bear on our operations. Those sunamare not intended, and do not purpol
be complete and are qualified in their entiretyr&fgrence to the laws and regulations that are sanmed below.

First Foundation Inc.
General

First Foundation Inc. is a registered bank holdioghpany subject to regulation under the Bank Hglddlmmpany Act of 1956,
amended (the “Holding Company ActPursuant to that Act, we are subject to superviaimhperiodic examination by, and are requiredla
periodic reports with the Board of Governors of Begleral Reserve Board (or the Federal ResenteedfRB).

As a bank holding company, we are allowed to engdgectly or indirectly, only in banking and othactivities that the Fede
Reserve has determined, or in the future may déerbe so closely related to banking or managingantrolling banks as to be a pro
incident thereto. Business activities which theldfal Reserve has designated as being closelyedetat banking include the provision
investment advisory, securities brokerage, insw@agency and data processing services, among others

As a bank holding company, we also are requiredbtain the prior approval of the FRB for the acige of more than 5% of t
outstanding shares of any class of voting secaritie of substantially all of the assets, by memepurchase, of (i) any bank or other b
holding company and (ii) any other entities engagdaanking-related businesses or that provide ingrielated services.

Under FRB regulations, a bank holding company dgiired to serve as a source of financial and maregtrength to its subsidie
banks and may not conduct its operations in anfarmaunsound manner. In addition, it is the FRBblicy that a bank holding company
serving as a source of strength to its subsidianykb, should stand ready to use available resotiocpsovide adequate capital funds tc
subsidiary banks during periods of financial st@sadversity and should maintain the financiakiftddity and capitalraising capacity to obts
additional resources for assisting its subsidiamyks. For that reason, among others, the FedesadrRRe requires all bank holding companit
maintain capital at or above certain prescribeélevA bank holding compars/failure to meet these requirements will generadiyconsidere
by the Federal Reserve to be an unsafe and undmmidng practice or a violation of the FRB'egulations or both, which could lead to
imposition of restrictions (including restrictiona growth) on, or a regulatory enforcement ordeiiragt, the offending bank holding company.

Additionally, among its powers, the Federal Resanay require any bank holding company to termirateactivity or termina
control of, or liquidate or divest itself of, anulsidiary or affiliated company that the FRB detiexes constitutes a significant risk to
financial safety, soundness or stability of the lkb&olding company or any of its banking subsidiari@he Federal Reserve also has
authority to regulate provisions of a bank holdoampanys debt, including authority to impose interestings and reserve requirements
such debt. Subject to certain exceptions, banélihglcompanies also are required to file writteticgand obtain approval from the Fed
Reserve prior to purchasing or redeeming their comratock or other equity securities. A bank hajdcompany and its nobanking
subsidiaries also are prohibited from implemensogalled tying arrangements whereby clients may heired to use or purchase service
products from the bank holding company or any @hibnbank subsidiaries in order to obtain a loan or oeevices from any of the holdi
company’s subsidiary banks.

Financial Services Modernization Act

The Financial Services Modernization Act (or thea®m-LeachBliley Act or the Modernization Act), was enactedo law in 199
primarily to establish a comprehensive framewowt tivould permit affiliations among commercial baniksurance companies, securities
investment banking firms, and other financial segvproviders. Accordingly, the Act amended the lf@dCompany Act to permit a ba
holding company that meets certain eligibility regments to qualify as a “financial holding compgrand its nonbank affiliated compani
to engage in a broader range of financial actizitie foster greater competition among financialises companies both domestically
internationally.




The Modernization Act also contains provisions tgtressly preempt and make unenforceable anylatateestricting bank holdir
companies or their affiliates from engaging in ith&urance underwriting or related businesses. Abtalso:

e Dbroadened the activities that may be conductedatipmal banks, bank subsidiaries of bank holdingganies, and their financ
subsidiaries

e provided an enhanced framework for protecting tfieapy of consumer informatiol

e adopted a number of provisions related to the abgdgition, membership, corporate governance, ahdraheasures designec
modernize the Federal Home Loan Bank sys'

e modified the laws governing the implementationttef Community Reinvestment Act (“CRAhich is described in grea
detail below; anc

e addressed a variety of other legal and regulaisayes affecting both day-to-day operations amg-term activities of bankir
institutions.

According to current FRB regulations implementihg Modernization Act, activities that are finandrahature and may be enga
in by financial holding companies, through theindmank subsidiaries, include

e securities underwriting, dealing and market mak
e sponsoring mutual funds and investment compa
e engaging in insurance underwriting; ¢
e engaging in merchant banking activiti

Before a bank holding company may engage in anthade financial activities, it must file an apptioa with its Federal Reser
Bank that confirms that it meets certain quali@teligibility requirements established by the FRBbank holding company that meets tr
qualifications and files such an application will Besignated as a “financial holding comparmntitling it to affiliate with securities firms a
insurance companies and engage in other activgr@®arily through norbanking subsidiaries, that are financial in natrare incidental «
complementary to activities that are financial &ture.

A bank holding company that does not qualify ag;f@oses not to submit an application to beconfieaacial holding company m
not engage in such financial activities. Instessldiscussed above, it will be limited to engagmfanking and such other activities that t
been determined by the FRB to be closely relatdzhtiing.

Acquisition of Control of a Bank Holding CompanyaoBank.

Subject to certain limited exemptions, the Holdidgmpany Act and the Change in Bank Control Act 78, as amended (or -
Change in Control Act), together with their implemtiag regulations, require:

» the approval of the FRB before any person or compaay acquire “control” of a bank holding compaand

- the approval of an insured depository institutioi®deral bank regulator before any person or compaay acquire “control’df
the institution.

Under the Change in Control Act, control of a b&okding company or a bank or other insured depnsittstitution is conclusive
presumed to exist if an individual or company €yaires 25% or more of any class of voting seasitf the bank holding company or
depository institution, or (ii) has the direct adirect power to direct or cause the directionhaf tmanagement and policies of the bank ho
company or the insured depository institution, ketthrough ownership of voting securities, by cactt or otherwise; except that
individual will be deemed to control a bank holdicwmpany or an insured depository institution gotei account of being one of its direct
officers or employees. The Change in Control Asb &stablishes a presumption, which is rebuttab#g,a person will be deemed to contr
bank holding company or an insured depository tustin if that person acquires 10% or more, bus lgan 25%, of any class of vot
securities of a bank holding company which hasassclof equity securities registered with the SE@eurthe Exchange Act, or if no ot
person will own a greater percentage of that ads®ting securities immediately after the trangact

However, as a bank holding company, we must obttaénprior approval of the FRB to acquire more tliime percent of th
outstanding shares of voting securities of a bar&nother bank holding company. In additithe Dodd Frank Act, which is discus:
in greater detail below, provides that an acqusitby a bank holding company of a bank locatedideitthe ban
holding companys home state may not be approved, unless the FRBld¢tarmined that the bank holding compal
well-capitalized and well managed.




Capital Requirements Applicable to Bank Holding @amies

Because it requires bank holding companies to beuace of financial strength for their bank sulemigis, the Federal Reserve
adopted regulations that require bank holding corigsato meet capital adequacy guidelines similathtise that apply to banks and o

insured depository institutions. For additionaoimation regarding these guidelines, see~ First Foundation Bank— Capital Adequac
Guidelines’ and New Basel Il Capital Requiremeritbelow.

Dividends. It is the policy of FRB that bank holding compasishould generally pay dividends on common sto¢k @aut of incom
available over the past year, and only if prospeatiarnings retention is consistent with the hgdiompanys expected future needs for caj
and liquidity and to maintain its financial conditi It is also an FRB policy that bank holding camies should not maintain dividend le\
that undermine their ability to be a source of ficial strength for their banking subsidiaries. Aumtgtially, due to the current financial ¢
economic environment, the FRB has indicated thak thelding companies should carefully review trdduidend policies and has discoura
dividend payment ratios that are at maximum allde/édvels unless both asset quality and capitalarg strong.

The Dodd-Frank Act

From time to time, federal and state legislatioremgcted which can affect our operations and oerasjmg results by materia
increasing our costs of doing business, limitingxpanding the activities in which banks and oftrancial institutions may engage, or alte!
the competitive balance between banks and non-fiaaukcial service providers.

The recent economic recession and credit crisisréguired, among other measures, the federal govent to provide substant
financial support to many of the largest of theksaand other financial service organizations inUinéed States, led the U.S. Congress to ¢
a number of new laws, and the federal banking edgts, including the FRB and the FDIC, to take Hraations, to address systemic risks
volatility in the U.S. banking system. Set forthldw is a summary of some of the provisions of st significant of these laws, the Dodd
Frank Wall Street Reform and Consumer ProtectiondA@010, or the Dodd-Frank Act or Dodd-Frank.eTiegulatory sweep of the Dodd-
Frank Act is broad and its provisions apply notya the regulation of bank holding companies arsifed depository institutions, but als
investment banking and other financial companiestarpublic companies that are regulated by the.SE€ordingly, the following summa
focuses primarily on the provisions of the Ddé@nk Act that are applicable to banking organar&i It is not intended to be complete ar
qualified in its entirety by reference to the Ddeihnk Act itself and the regulations promulgatest¢tunder.

The DoddFrank Act, which was signed into law on July 211@0has significantly changed federal regulationbahk holdin
companies and banks and other insured depositstigutions (collectively, “banking institutions”YAmong other things, the Dodg&rank Ac
has created a new Financial Stability Oversightr@@duo identify systemic risks in the countsybanking and financial system and gives fe:
banking regulators new authority to take controénfl liquidate banking institutions, and large stweent banking and other financial serv
firms, facing the prospect of imminent failure inyacase where such failure would create systemsksrto the U.S. banking or financ
system. The Dodé&rank Act also created the Consumer Financial Btiote Bureau (or CFPB), which is a new independedegral regulator
agency with broad powers and authority to adoptileggpns under, and administer and regulate, féderssumer protection laws.

Set forth below is a summary description of somehef key provisions of the Dodg&rank Act that may affect the Company
FFB. The description does not purport to be cotepbnd is qualified in its entirety by referenceti® DoddFrank Act itself and tt
regulations adopted thereunder.

Imposition of New Capital Standards on Bank Hold@aompanies The DoddFrank Act required the Federal Reserve to ¢
consolidated capital requirements to bank holdinghganies that are no less stringent than thosesrtlyrapplied to insured deposit
institutions, such as FFB. The Federal Reserveeimgnted this requirement by its adoption of thev rigasel Il capital rules in Ju

2014. See~- First Foundation Bank— New Basel Il Capital Requiremeritbelow.

Increase in Deposit Insurance and Changes AffedtiegFDIC Deposit Insurance FundThe DoddFrank Act permanent
increased the maximum deposit insurance amountbforks, savings institutions and credit unions fréd00,000 to $250,000 ¢
depositor. The Dodd-Frank Act also broadened #se for FDIC insurance assessments which are adedd the FDICS Deposit Insuran:
Fund (or DIF) which, as a result, are now baseamimsured depository institutianthe average consolidated total assets, lesshtaragjuity
capital, may lead to increases in FDIC insuransesmmnents for many FDIC insured banks. The Déddk Act also requires the FDIC
increase the reserve ratio of the DIF from 1.15%.85% of the total deposits insured by the FDICB20 and eliminates the requirement

the FDIC pay dividends to insured depository ingtins when the reserve ratio exceeds certaintiblds. See also-* First Foundatiol
Bank— The Deposit Insurance Fund and FDIC Insurance Puens’ below.




Payment of Interest on Business Checking Accouritie DoddFrank Act has eliminated a federal statutory privioib agains
the payment of interest on business checking adspwmich is expected to increase the competitiwrahd interest that banks are prepart
pay on such accounts.

Limitations on Conversion of Bank ChartersThe DoddFrank Act prohibits a bank or other depository itn§bn from
converting from a state to federal charter or wieesa while it is subject to a cease and desistrand other formal enforcement action «
memorandum of understanding with respect to a fsdgmt supervisory matter, unless the federal atesbanking regulatory agency that iss
the enforcement action does not object to the megaonversion within 30 days following its reca&ipt notice of that conversion.

Interstate Banking The DoddFrank Act authorizes national and state banks tabésh branches in other states to the ¢
extent as a bank chartered by that state woulcehmitied to establish a branch in that state. iBusly, banks could only establish branche
other states if the host state expressly permiiteebf-state banks to establish branches in its stateomlingly, banks will be able to enter r
markets more freely.

The Volcker Rule

Pursuant to the DodBErank Act, the Federal Reserve and the FDIC hawptad regulations, which became effective on Ap,
2014, to implement the Volcker Rule” which prohibits insured depository institutions acmmpanies affiliated with insured deposi
institutions (“banking organizations”) from engagim shortterm proprietary trading of certain securities,idives, commodity futures, a
options on these instruments, for their own accoditose regulations also impose limits on the stivents that banking organizations 1
make in, and other relationships that banking adegdions may have with, hedge funds or private ®qfuinds. Certain collateralized de
obligations, securities backed by trust preferredusties, which were initially defined in the réations as covered funds subject to
investment prohibitions of the Volker Rule, haveeheexempted from those prohibitions due to concdras many community banks wo
otherwise have been required to recognize sigmifitzssses on such obligations and securities.

These regulations provide exemptions for certativiéies, including market making, underwriting, dggng, trading in governme
obligations, insurance company activities, and oigjag and offering hedge funds or private equitpds. The regulations also clarify t
certain activities are not prohibited by the VollRule, including acting as agent, broker, or custod The compliance requirements unde
regulations vary based on the size of the banknggrozation and the scope of its activities. Bagkorganizations with significant tradi
operations will be required to establish detailethpliance programs and their CEOs will be requiredttest that the programs are reasor
designed to achieve compliance with the final ratiohs. Independent testing and analyses of aibgudeganizatiors compliance progra
also will be required. On the other hand, the I#tipns reduce the burden on smaller, lesswplex banking organizations by limiting tt
compliance and reporting requirements. Additionadl banking organization that does not engagewered trading activities will not have
establish a compliance program.

Neither the Company nor FFB held any investmenttipos at December 31, 2014 that were subject ésdhregulations. Therefc
we believe that these regulations will not requiseo make any material changes in our operatiobsiginesses.

Executive Compensation Restrictions

In June 2010, the Federal Reserve and the FDI&dssomprehensive guidelines on incentive compesatolicies intended
ensure that the incentive compensation policiebasfking organizations do not undermine the safaty soundness of the organization:
encouraging excessive riséking. The guidelines apply to any employees béiaking organization that have the ability to mathr affect the
risk profile of a banking organization, either ividiually or as part of a group.

Pursuant to these guidelines, each federal banklategy agency, as part of it regular, riglcused examination of the bank
organizations it regulates, assesses their ina@ntmpensation arrangements based on the key pdésctheir incentive compensat
arrangements should (i) provide incentives thahaloencourage risk-taking beyond the organizasi@fility to effectively identify and mane
risks, (ii) be compatible with effective internalrdrols and risk management, and (iii) be suppoloiedtrong corporate governance princi
and practices, including active and effective oiggrtsby the banking organizatianboard of directors. The federal banking regujasayencie
have the authority to bring enforcement actionsirejaa banking organization if the agency conclutes its incentive compensat
arrangements, or related riskanagement control or governance processes, posadae risk to the organization's safety and soesslian
that the organization is not taking prompt and@ffe measures to correct the deficiencies.

In addition, the Dodd~rank Act directs federal banking regulators tonputgate rules prohibiting excessive compensatiad pa
executives of depository institutions and theirdineg) companies that have assets of more than $lidhb




Moreover, if an insured bank has been determinedsbfederal banking regulatory agency to be autted” institution, it may nc
adopt any new, or make any payments or awards wameexisting, incentive compensation plans, orenaky change in control payments
its executive officers without first obtaining tapproval of its federal banking regulatory agerecga so.

In February 2014, the Company adopted an incectivgpensation clawback policyAmong other things, that policy provides tha
any of the Company’ previously published financial statements aréated due to a material noncompliance with anynfom reportin
requirements under the federal securities lawsCii@pany will seek to recover the amount by whiol ecentive compensation paid in
previous three years to any executive officer edsdbe incentive compensation which the Compaaydit committee determines would h
been paid to such executive officer had such cosgtem been determined on the basis of the restiatmacial statements.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002, or the ‘SarbaneleyO&ct” was enacted into law on July 30, 2002. The prinpamposes of tf
Sarbane$xley Act were to strengthen (i) the oversight obfic accounting firms that audit, and (ii) the porate governance policies :
practices of, companies the common stock or otlggitye securities of which are publicly traded (“pigbcompanies”.The Act grante
authority, primarily to the Securities and Excha@gmmmission (or the SEC), to adopt rules for impating that Act. Among other things,
Sarbanes-Oxley Act:

« provided for enhanced regulation of the independgeresponsibilities and conduct of accounting fimtsch provide auditing
services to public companie

» established an independent board, known as thécRGinpany Accounting Oversight Board, or PCAOBthvthe authority to
set auditing, quality and ethical standards fod #re power to investigate and discipline, publicaunting firms;

« increased the criminal penalties for financial taommitted by public company executives and pudticounting firms or their
key personnel

- required enhanced monitoring of, and certificatibgisthe chief executive and chief financial offe®f public companies of their
financial disclosures, internal financial contralsd their audit processe

« required accelerated disclosures of material in&diom by public companies; and

« required enhanced disclosures by public compardigged corporate governance policies and practices

Additionally, pursuant to requirements of the SadsOxley Act, the New York, American and NASDAQ Stoékchange
promulgated rules requiring public companies topagmd implement expanded corporate governancei@®land practices as a conditio
the listing, or continued listing, of their sham@s those Exchanges. Among other things, those (i)lesquire public companies to expand
authority, role and responsibilities of their baarof directors, (ii) require that a majority of tineembers of their boards of directors
independent of management (“independent directas establish more stringent standards that dieateeded to meet to qualify

independent directors, (iii) require boards of dioes to establish standing audit, compensation rmordinating and corporate governa
committees comprised of independent directors afdncreased the corporate transactions for wiltéreholder approval is required.

Regulation of the Company by the California Depairof Business Oversight

Because FFB is a California state chartered bdrmk,Gompany is deemed to be a bank holding compathynwhe meaning «
Section 3700 of the California Financial Code. Asls we are subject to examination by, and maeheired to file reports with, the DBO.

First Foundation Bank
General.

FFB is subject to primary supervision, periodic reksation and regulation by (i) the FDIC, which ts primary federal bankii
regulator, and (ii) the DBO, because FFB is a @aiifr state chartered bank.
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Various requirements and restrictions under Fedamdl California banking laws affect the operatiofid=FB. These laws and |
implementing regulations, which are promulgateddaeral and state bank regulatory agencies, canrdite the extent of supervisory con
to which a bank will be subject by its federal atdte bank regulators. These laws and regulatiomsranost aspects of a basldperation:
including:

e the reserves a bank must maintain against defmosit$or possible loan losses and other continger

e the types of deposits it may obtain and the intatés permitted to pay on different types of dsp@ccounts

e the types of and limits on loans and investmeras dhbank may mak

e the borrowings that a bank may inc

e the number and location of branch offices thatrekbaay establist

e the rate at which it may grow its assets and bagsi

e the acquisition and merger activities of a be

e the amount of dividends that a bank may pay;

e the capital requirements that a bank must saf

If, as a result of an examination of a federallgulated bank, its federal banking regulatory agemsteh as the FDIC, were
determine that the financial condition, capitalowg®es, asset quality, earnings prospects, managgehegidity, or other aspects of the bask’

operations had become unsatisfactory or that th& baits management was in violation of any lawegulation, that agency would have
authority to take a number of different remedidlats as it deems appropriate under the circumstarihese actions include the power:

e to enjoin any‘unsafe or unsour” banking practices

e to require that affirmative action be taken to eotrany conditions resulting from any violation lafv or unsafe or unsou
practice;

e to issue an administrative order that can be jatlicenforced against the bar
e to require the bank to increase its cap

e to restrict the bar's growth;

e to assess civil monetary penalties against the baitk officers or directors

e to remove officers and directors of the bank;

e if the federal agency concludes that such conditicannot be corrected or there is an imminent oisloss to depositors,
terminate a bank’ deposit insurance, which in the case of a Cailiéostate chartered bank would result in revocatioits charte
and require it to cease its banking operati

Additionally, under California law the DBO has mamfythese same remedial powers with respect to FFB.

Permissible Activities and Subsidiari€alifornia law permits state chartered commercéils to engage in any activity permiss
for national banks. Those permissible activitiedude conducting many so-called “closely relatetaoking” or “nonbankingactivities eithe
directly or through their operating subsidiaries.

Federal Home Loan Bank SysteREB is a member of the FHLB. Among other benefitach regional Federal Home Loan B
serves as a reserve or central bank for its menviigs its assigned region and makes availablegaar advances to its member banks. |
regional Federal Home Loan Bank is financed pritpwdrom the sale of consolidated obligations of theerall Federal Home Loan Be
system. As an FHLB member, FFB is required to oweedain amount of capital stock in the FHLB. Atdeeber 31, 2014, FFB was
compliance with the FHLB’s stock ownership requissth Historically, the FHLB has paid dividends tsdapital stock to its members.

Federal Reserve Board Deposit Reserve Requirem&hes.FRB requires all federalipsured depository institutions to maint
reserves at specified levels against their trafmaeiccounts. At December 31, 2014, FFB was in diampe with these requirements.
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Limitations and Restrictions on the Payment of @évids and Other Transfers of Funds by FFB.

Cash dividends from FFB are one of the principalrses of cash (in addition to any cash dividends thight be paid to us by FF
that is available to the Company for its operatiand to fund any cash dividends that our boardrettbrs might declare in the future. We
a legal entity separate and distinct from FFB af® Fs subject to various statutory and regulatagtrictions on its ability to pay ce
dividends to us. Those restrictions would proh##B, subject to certain limited exceptions, fronyipg cash dividends in amounts that wc
cause FFB to become undercapitalized. Additiondtg, FDIC and the DBO have the authority to prahi#B from paying cash dividends
either of those agencies deems the payment ofatidisl by FFB to be an unsafe or unsound practice.

The FDIC also has established guidelines with metsp@ the maintenance of appropriate levels of teaddy banks under |
jurisdiction. Compliance with the standards setHfdn those guidelines and the restrictions that @r may be imposed under the pro
corrective action provisions of federal law coditdit the amount of dividends which FFB may pay.@lsntil September 2014, we are requ
to obtain the prior approval of the FDIC before FRBy pay any dividends.

Restrictions on Transactions between FFB and the@amy and its other Affiliates.

FFB is subject to Sections 23A and 23B of and FRigWRation W under, Federal Reserve Act, which inep@strictions on (i) ar
extensions of credit to, or the issuance of a quaenor letter of credit on behalf of, the Compamyany of its other subsidiaries; (ii)"
purchase of or investments in Company stock orrdffeenpany securities; (iii) the taking of Comparmegsrities as collateral for the loans
FFB makes; (iv) the purchase of assets from the @@y or any of its other subsidiaries and (v) taatisns between a bank and its finar
subsidiaries, as well as other affiliates. Thusdar the final rule, transactions between a barkitnfinancial subsidiary, as well as ol
affiliates, are subject to the requirements of isast 23A and 23B. These restrictions prevent then@my and any of its subsidiaries fr
obtaining borrowings or extensions of credit froffBf; unless the borrowings are secured by marketdiligations in designated amounts,
such secured loans and any investments by FFBei€tmpany or any of its subsidiaries are limitedjvidually, to 10% of FFBs capital an
surplus (as defined by federal regulations), anthenaggregate are limited to 20%, of FE&Bapital and surplus. California law also imp:
restrictions with respect to transactions involvihg Company and any other persons that may beattander that law to control FFB.

The DoddFrank Act extended the application so Section 284he Federal Reserve Act to derivative transastigapurchas
agreements and securities lending and borrowings#éictions that create credit exposure to an affila an insider of a bank. Any si
transactions with any affiliates must be fully sextli In addition, the exemption from Section 23A fi@nsactions with financial subsidial
has been eliminated. The Dodd-Frank Act also edpdhe definition of “affiliate™for purposes of quantitative and qualitative limigas o
Section 23A of the Federal Reserve Act to includeual funds advised by a depository institutiorany of its affiliates.

Safety and Soundness Standards.

Banking institutions may be subject to potentidberement actions by the federal banking regulafmrsinsafe or unsound practi
or for violating any law, rule, regulation, or angndition imposed in writing by its primary fedetznking regulatory agency or any wril
agreement with that agency. The federal bankingh@gs have adopted guidelines designed to idemtify address potential safety
soundness concerns that could, if not correctedi te deterioration in the quality of a basikissets, liquidity or capital. Those guideling
forth operational and managerial standards relatrgyich matters as:

e internal controls, information systems and intemadit systems
e risk managemen

e loan documentatior

e credit underwriting

e asset growth

e earnings; ani

e compensation, fees and benef
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In addition, the federal banking agencies have ebpafety and soundness guidelines with respeitietguality of loans and ott
assets of insured depository institutions. Theddedines provide six standards for establishing araintaining a system to identify probl
loans and other problem assets and to prevent tisseds from deteriorating. Under these standard&DICinsured depository institution
expected to:

e conduct periodic asset quality reviews to idengifgblem loans and any other problem assets, egtithatinherent losses in th
loans and other assets and establish reservearéhatifficient to absorb those estimated los

e compare problem loans and other problem asses timtaapital
e take appropriate corrective action to resolve mobloans and other problem ass
e consider the size and potential risks of matesakaconcentrations; a

e provide periodic quality reports with respecttieir loans and other assets which provide adequétemation for the bank’
management and the board of directors to asse$svitleof risk to its loans and other ass

These guidelines also establish standards for atrafiand monitoring earnings and for ensuring geahings are sufficient for t
maintenance of adequate capital and reserves.

Regulatory Guidelines for Commercial Real EstatarL. @oncentrations

The Federal Reserve and the FDIC have publishedetjneés that call for the adoption of heightenesk ninitigation measures
insured banks with a concentration of commercial estate loans in its loan portfolio. The guidetiprovide that a bank will be deeme
have a concentration of commercial real estateslaa() the total reported loans for constructidemd development and other land repre
100% or more of the bank's total capital, or fig total reported loans secured by multifamily andfarm residential properties, plus loans
construction, land development and other land,esgmt 300% or more of the bank’s total capital #tiedbanks commercial real estate Ic
portfolio has increased by 50% or more during thierp36 months. If such a concentration exists, goédelines call for the bank (x)
implement heightened risk assessment and risk neamaxgt practices, including board and managemensioye and strategic planning, (y;
implement and maintain stringent loan underwritgndards, and to use market analyses and ststisg tols to monitor the condition of -
bank’s commercial real estate loan portfolio and to ssélee impact that adverse economic conditionstaffe the real estate markets cc
have on the bank’financial condition and (z) if determined to becessary on the basis of the results of such stes$s, to increase
allowance for loan losses and its capital.

Single Borrower Loan Limitations

California law imposes on all California state-deaed banks, including FFB, “single borrower loamifations” which consist of th
following:

- unsecured borrowings of any customer of a Calitostatechartered bank, together with the borrowings of fmyily member
or affiliates of the customer, to the bank may exteed 15% of the sum of the bank’s sharehold=sity, allowance for lo:
losses, capital notes and debentures;

» the aggregate of secured and unsecured borrowih@syo customer of a California statbartered bank, together with
borrowings of any family members or affiliates @etcustomer, to the bank may not exceed 25% ofstime of the bani¢
shareholdel equity, allowance for loan losses, capital notes debentures

Technology Risk Management and Consumer Privacy

Federal and state banking regulatory agencies Isaued various policy statements focusing on thgomance of technology ri
management and supervision in evaluating the safedysoundness of the banks they regulate. Acaptdithose policy statements, the us
banking organizations of technologgtated products, services, processes and deloremnels, such as the internet, exposes them tonae
of risks which include operational, compliance,wsé#y, privacy, and reputational risk. The bankiregulators generally expect the banl
organizations they regulate to prudently managbnelogy+elated risks as part of their comprehensive riglkhagement policies in order
identify, monitor, measure and control risks asasteel with the use of technology.
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Pursuant to the Financial Serviddsdernization Act, the federal banking agenciesehadopted rules and established standards
followed in implementing safeguards that are desigio ensure the security and confidentiality aftemer records and information, protec
against any anticipated threats or hazards todbergy or integrity of such records and protectmainst unauthorized access to or use of
records or information in a way that could resultsubstantial harm or inconvenience to a custoderong other requirements, these
require each bank organization to implement a cetmgmsive written information security program timetudes administrative, technical ¢
physical safeguards relating to customer infornmatio

In addition, the Modernization Act requires bankorganizations to provide each of their customatk w notice of their privacy
policies and practices and prohibits a banking mieggion from disclosing nonpublic personal infotina about a customer to nonaffiliated
third parties unless the banking organization 8asiszarious notice and “opt-outéquirements and the customer has not chosen wubff the
disclosure. Additionally, the federal banking agee@re authorized to issue regulations as negessanplement those notice requirements
and non-disclosure restrictions. More specificaliy, Modernization Act privacy regulations requatebanking organizations to develop initial
and annual privacy notices that describe in generails the banking organization’s information sh@upractices. Any banking organization
that shares nonpublic personal information abostaruers with nonaffiliated third parties must ghsovide customers with notices advising
them that, subject to certain limited exceptiohs, tustomer has the opportunity and a reasonaléegeriod to inform the bank that it may not
share the customer’s nonpublic personal informatidh nonaffiliates of the bank. These regulatiafso place limitations on the extent to
which a banking organization may disclose an accoumber or access code for credit card, depasitansaction accounts to any
nonaffiliated third party for use in marketing symograms.

Capital Adequacy and Prompt Corrective Action Psawis of the FDIC Improvement Act

Capital Adequacy GuidelinesThe Federal Deposit Insurance Corporation Imprex Act of 1991, or FDICIA, establishe
framework for regulation of federally insured dejpary institutions, including banks, and their patr@olding companies and other affiliates
their federal banking regulators. Among other tBingDICIA requires the relevant federal bankingutatpr to take “prompt corrective action
with respect to a depository institution if thastitution does not meet certain capital adequaapdstrds, including requiring the pror
submission by that bank of an acceptable capisabration plan if its bank regulator has concluttet it needs additional capital.

Supervisory actions by a bank’s federal regulatoden the prompt corrective action rules generaipahd upon an institution’
classification within one of five capital categajevhich is determined on the basis of a barkér 1 leverage ratio, Tier 1 capital ratio aotl
capital ratio. Tier 1 capital consists principadfiycommon stock and nonredeemable preferred stodketained earnings.

Under FIDICIA regulations, an insured depositorgtitution’s capital category will depend upon how its cagiégkls compare wi
these capital measures and the other factors e$tathby the relevant federal banking regulatoiorip January 1, 2015, those regulat
provided that a bank would be classified as:

e “well capitalized” if it had a total risk-based capital ratio of 10.@¥greater, a Tier 1 riskased capital ratio of 6.0%
greater and a Tier 1 leverage ratio of 5.0% or tgreand was not subject to any order or writtereative by any suc
regulatory agency to meet and maintain a spedfiital level for any capital measu

e ‘“adequately capitalizedf it had a total risk-based capital ratio of 8.@¥greater, a Tier 1 riskased capital ratio of 4.0%
greater, and a Tier 1 leverage ratio of 4.0% oatgre but was nc*well capitalize(”;

e ‘“undercapitalized”if it had a total risk-based capital ratio thatdss than 8.0%, a Tier 1 ridlased capital ratio of less tt
4.0% and a Tier 1 leverage ratio of less than 4

e “significantly undercapitalized'if it had a total risk-based capital ratio of lesan 6.0%, a Tier 1 riskased capital ratio
less than 3.0%, or a Tier 1 leverage ratio of {eas 3.0%; an

e “critically undercapitalizel if its tangible equity was equal to or less thadPR.of average quarterly tangible ass

However, if a bank that was classified as “wellitaljzed” is determined (after notice and opportunity for fiveg, by its feder:
banking regulator, to be in an unsafe or unsoumdlition or to be engaging in an unsafe or unsouadtjte, that agency could, under cei
circumstances, reclassify the bank as adequateliyatiaed. The federal banking regulator of a b#mdkt is classified as adequately capital
or undercapitalized could require the bank to cgnwath bank supervisory provisions and restrictidhat would apply to a bank in the n
lower capital classification, if the banking regolahas obtained supervisory information regardimg bank (other than with respect tc
capital levels) which raises safety or soundness@ms. However, a significantly undercapitalizeshbbo may not be treated by its regula
agency as critically undercapitalized by reasosush safety or soundness concerns alone.
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The capital classification of a bank affects thegfrency of examinations of the bank by its primfederal bank regulatory agen
impacts the ability of the bank to engage in cartativities and affects the deposit insurance prem that are payable by the bank. Ui
FDICIA, the federal banking regulators are requiedonduct a full-scope, on-site examination afrg\bank at least once every 12 months.

Effective January 1, 2015, these capital adequa@etines were revised by Basel lll. See-‘New Basel Il Capital Requiremerits
below.

Corrective Measures for Undercapitalized Bank®ICIA generally prohibits a bank from paying agiyidends or making ai
capital distributions or paying any managementtéei¢és parent holding company if the bank wouldréadter be “undercapitalizedli additior
“undercapitalized’banks are subject to growth limitations and areuireg to submit a capital restoration plan for amat by its feder:
regulatory agency. However, that agency may npt@@ the banis capital restoration plan unless the agency datesnamong other thing
that the plan is based on realistic assumptiondgsalikkly to succeed in restoring the bank’s calpit

An undercapitalized bank which fails to submit fails to obtain the approval by its federal bankiegulator of a capital restorat
plan will be treated as if it is “significantly uactapitalized.” In that event, the baslfederal banking regulator may impose a numb
additional requirements and restrictions on thekbarcluding orders or requirements (i) to sellf@i€ént voting stock to becomeatiequatel
capitalized,” (ii) to reduce its total assets, &jijj cease the receipt of deposits from corresgmdbanks. “Critically undercapitalized”
institutions are subject to the appointment ofaeieer or conservator.

If an undercapitalized bank is a subsidiary of akblaolding company, then, for its capital restanatplan to be approved, the bank’
parent holding company must guarantee that the balhkcomply with, and provide assurances of thefgenance by the bank of, its cap
restoration plan. Under such a guarantee and assuif performance, if the bank fails to complyhwils capital restoration plan, the pa
holding company may become subject to liability $ach failure in an amount up to the legsfefi) 5.0% of its bank subsidiary’total assets
the time it became undercapitalized, or (ii) theoant that is necessary (or would have been negggsabring the bank into compliance w
all applicable capital standards as of the tinfaiied to comply with the plan.

Corrective Measures for Significantly and CritigalUndercapitalized Banks If a bank is classified assignificantly
undercapitalized” or “critically undercapitalizedt$ federal banking regulator would be requiredatce one or more prompt corrective act
that would, among other things require the bank)toaise additional capital by means of sales@mhmon stock or nonredeemable prefe
shares, (ii) improve its management, (iii) limietterest rates it may pay on deposits, (iv) @tbgr prohibit transactions by the bank witl
affiliates, (v) terminate certain activities thaitge undue or unreasonable risks, and (vi) restretcompensation being paid to its exect
officers. If a bank is classified as critically w@rdapitalized, FDICIA requires the bank to be pthiteo conservatorship or receivership wi
90 days, unless its federal banking regulatory egeletermines that there are other measures thaldvemable the bank, within a relativ
short period of time, to increase its capital inamount sufficient to improve its capital classfion under the prompt corrective ac
framework.

New Basel IIl Capital Rules.

Prior to 2015, the riskased capital rules applicable to domestic bankishamk holding companies were based on the 198t
accord of the International Basel Committee on BaglSupervision (the “Basel Committeetyhich is comprised of central banks and
supervisors and regulators from the major indugtgd countries. The Basel Committee develops bnoality guidelines for use by e
country’s banking regulators in determining the bankingesugory policies and rules they apply. In Decemb@t0, the Basel Committ
issued a new set of international guidelines fdewrining regulatory capital, known as “Basel Il June 2012, the FRB issued, for pu
comment, three notices of proposed rulemaking whicdopted, would have made significant changessistent with the Basel Il guidelin
to the regulatory risk-based capital and leveragpiirements for banks and bank holding companieanking organizations”n the Unite:
States.

In July 2012, the FRB adopted final rules (the “N@apital Rules”)establishing a new comprehensive capital frameviorkJ.S
banking organizations, and the FDIC subsequenthptadl substantially identical rules. The rules iempént the Basel CommitteeDecembe
2010 framework for strengthening international talptandards as well as certain provisions ofQbdd+rank Act. The New Capital Rul
substantially revised the riddased capital requirements applicable to U.S. lmankrganizations, including the Company and FFBmfithe
prior U.S. riskbased capital rules, redefined the components pitataand addressed other issues affecting thetadafgitios applicable
banking organizations. The New Capital Rules a¢gdaced the existing approach used in risk-weightifha banking organizatiom'assets wi
a more risksensitive approach. The New Capital Rules becaffeetafe for the Company and FFB on January 1, 28Lbject, in the case
certain of those Rules, to phase-in periods).

15




Among other things, the New Capital Rules (i) idinoed a new capital measure called “Common Equigy I" ( or “CET-1"),
(ii) specified that Tier 1 capital consists of CETand “Additional Tier 1 capitalinstruments meeting specified requirements, (i@de mos
deductions and adjustments to regulatory capitalsmess applicable to CET-and not to the other components of capital, aqhmeded th
scope of the deductions and adjustments from degstaompared to the prior capital rules, thus mid#y requiring banking organizations
achieve and maintain higher levels of CET-1 in otdemeet minimum capital ratios.

Under the New Capital Rules, beginning January152the minimum capital ratios are:

CET-1 to risk-weighted asse! 4.5%
Tier 1 capital (i.e., CE-1 plus Additional Tier 1) to ris-weighted asse! 6.C%
Total capital (i.e., Tier 1 plus Tier 2) to r-weighted asse! 8.C%
Tier 1 capite-to-average consolidated assets as reported on camsalifinancial statemen(l) 4.C%

(1) Commonly referred to as a banking institu’s “leverage rati”.

When fully phased in on January 1, 2019, the Newit@BRules also will require the Company and FBB well as most other be
holding companies and banks, to maintain a 2.5%itahconservation buffer,” composed entirely of TGE, on top of the minimum risk-
weighted asset ratios set forth in the above tabihés capital conservation buffer will have theeeff of increasing (i) the CET-1-to-risk-
weighted asset ratio to 7.0%, (ii) the Tier 1 calpib-risk-weighted asset ratio to 8.5%, and {fig Total capital-taisk weighted asset ra
to 10.5%.

The capital conservation buffer is designed to db$msses during periods of economic stress. Banknganizations with a ratio
CET-1 to riskweighted assets above the minimum, but below thmtataconservation buffer, will face constraints dividends, equit
repurchases and executive compensation based amihent of the shortfall. The implementation of tagpital conservation buffer will bec
on January 1, 2016 at 0.625%, and will increase.b25% on each subsequent January 1, until it 8sa2/5% on January 1, 2019.

The New Capital Rules provide for a number of déidns from and adjustments to CHT-These include, for example,
requirement that mortgage servicing rights, detetex assets dependent upon future taxable incanesignificant investments in comn
equity issued by nonconsolidated financial entitmsdeducted from CET-1 to the extent that anysuudh category exceeds 10% of CE Bt
all such categories, in the aggregate, exceed 3%k ®-1. Other deductions and adjustments to QEWil be phased in incrementally betw:
January 1, 2015 and January 1, 2018. On the otrat, fthe impact of these deductions and adjustnmeaysbe mitigated prior to or during
phase-in period by the determination of other tteanporary impairments (“OTTI"and additional accumulation of retained earningsde
current capital standards, the effects of cert@ms$ of Accumulated Other Comprehensive Income CADincluded in capital are exclud
for purposes of determining regulatory capitalasitiBy contrast, under the New Capital Rules, ffexts of certain items of AOCI will not |
excluded. However, most banking organizations,uidiclg the Company and FFB, were entitled to makaetime permanent election, t
later than January 1, 2015, to continue to excthdse items from capital. We have not yet deterchimieether to make this election.

The New Capital Rules require that trust prefesecurities be phased out from Tier 1 capital bydanl, 2016, except in the cas
banking organizations with total consolidated assétiess than $15 billion, which will be permitteglinclude trust preferred securities iss
prior to May 19, 2010 in Tier 2 capital, withoutyalimitations.

In the case of FFB, the New Capital Rules alsoseetie “prompt corrective actiomégulations under FIDICA, by (i) introducing
CET-1 ratio requirement at each capital quality lew¢hér than critically undercapitalized), with a mium ratio of 6.5% for a bank to qual
as “well-capitalized”; if) increasing the minimum Tier 1 capital ratio feach category, with the minimum Tier 1 capitaioraif 8% (a
compared to 6% prior to January 1, 2015) for a btnke “well-capitalized”;and (iii) requiring a leverage ratio of 4% to beequatel
capitalized (as compared to the 3% leverage ratibwas formerly in effect), and a leverage rafi6% for a bank to be “well-capitalizedThe
New Capital Rules do not, however, change the tatk-based capital requirement for any “prompt corkectiction” category.

The New Capital Rules prescribe a standardized oagpr for calculating risk-weighted assets that egpthe riskweighting
categories from the former four Basel I-derivecegaties (0%, 20%, 50% and 100%) to larger and atgr&umber of rislsensitive categorie
depending on the nature of the assets, generallgimg from 0% for U.S. Government and agency séesrito 600% for certain equ
exposures, and resulting in higher risk weights dowariety of asset categories. In addition, thevNeapital Rules also provide mu
advantageous risk weights for derivatives and m@masestyle transactions cleared through a qualifyingtreércounterparty and increase
scope of eligible guarantors and eligible colldtésapurposes of credit risk mitigation.
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The Deposit Insurance Fund and FDIC Deposit InsaeRremiums

The FDIC insures the deposits of the customerdI ¢fRIC insured depository institutions up to prelsed limits for each deposil
through a Deposit Insurance Fund, or the DIF, fohich it makes deposit insurance payments to depasof failed depository institutio
and from which it funds the costs incurred and @sjaivhich it charges the losses sustained in cdiomewith the closure or other resolutior
those institutions. Due to higher levels of baalkufes resulting from the recent recession anditiisis, the insurance payments and
resolution costs increased significantly and largidpleted the DIF. In order to restore the DIR tstatutorily mandated minimum of 1.35%
total deposits which it insures (as compared t&%.prior to DoddFrank), the FDIC has increased deposit insuranesipm rates. The FDI
uses a risk-based system to determine a deposistiyution’s insurance premium rate based on tistitution’s classification. Institutior
assigned to higher risk classifications (thatristitutions that pose a higher risk of loss to[BtE) pay premiums at higher rates than institut
that pose a lower risk. A depository institutismisk classification is assigned based primaiyits capital levels and the level of supervit
concern which the institution poses to the DIF. RIHC also has the authority, under certain circamses, to further increase the insuri
premium rates of depository institutions. Any mase in FDIC insurance premiums assessed on FRBeirfuture would increase
noninterest expense and thereby reduce our pribfiyab

Additionally, all FDIC4insured institutions are required to pay assessrterthe FDIC to fund interest payments on bonslsead b
the Financing Corporation (“FICO”gn agency of the Federal government establishedcapitalize the predecessor to the DIF. The |
assessment rates, which are determined quartgdyaged 0.066% of insured deposits in fiscal 20h&se assessments will continue unti
FICO bonds mature in 2017.

Community Reinvestment Act and Fair Lending Devetys.

Like all other federally regulated banks, FFB ibjsut to fair lending requirements and the evatratf its small business operati
under the Community Reinvestment Act, or the CRAe TRA generally requires the federal banking r&guy agencies to evaluate the re:
of a bank in meeting the credit needs of its l@mmahmunities, including those of low and moderat®mime neighborhoods in its service are
bank’s compliance with its CRA obligations is baseda performance-based evaluation system whidtrmetes the bank’ CRA ratings o
the basis of its community lending and communityedepment performance. A bank may have substapgaklties imposed on it a
generally will be required to take corrective meaasun the event it fails to meet its obligatiomsler the CRA. Federal banking agencies
may take compliance with the CRA and other faidiag laws into account when regulating and supargisther activities of a bank or
bank holding company. Moreover, when a bank holdiompany files an application for approval to acgd bank or another bank hold
company, the federal banking regulatory agencyh@&hvthe application is assigned will review the ACBssessment of the subsidiary ban
banks of the applicant bank holding company, ariowaCRA rating may be the basis for requiring thpplacant’'s bank subsidiary to ta
corrective actions to improve its CRA performanseaacondition to the approval of the acquisitiorasra basis for denying the applica
altogether.

USA Patriot Act of 2001 and Bank Secrecy Act.

In October 2001, the Uniting and Strengthening Aozeby Providing Appropriate Tools Required to hotpt and Obstruct Terroris
of 2001 (USA Patriot Act) was enacted into law ésponse to the September 11, 2001 terrorist attdtkes USA Patriot Act was adoptec
strengthen the ability of U.S. law enforcement amelligence agencies to work cohesively to comieatorism on a variety of fronts.
particular relevance to banks and other federakyied depository institutions are the USA Paticfs sweeping antinoney laundering al
financial transparency provisions and various eglainplementing regulations that:

e establish due diligence requirements for finanaiatitutions that administer, maintain, or managgte bank accounts a
foreign correspondent accour

e prohibit U.S. institutions from providing correspant accounts to foreign shell ban

e establish standards for verifying client identifioa at account opening; ai

e set rules to promote cooperation among financistititions, regulatory agencies and law enforcengstities in identifyin

parties that may be involved in terrorism or moteyndering.

Under implementing regulations issued by the U.&a3ury Department, banking institutions are rexglito incorporate a clie
identification program into their written money falering plans that includes procedures for:

e verifying the identity of any person seeking to @@ account, to the extent reasonable and prhtsic

e maintaining records of the information used to fyettie perso’s identity; anc

e determining whether the person appears on angflishown or suspected terrorists or terrorist oigations.
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The Company and FFB also are subject to the fedgaak Secrecy Act of 1970, as amended, or the B2adrecy Act, whic
establishes requirements for recordkeeping andtiagdy banks and other financial institutionsidasd to help identify the source, volu
and movement of currency and monetary instrumerttsdnd out of the United States to help detect@etient money laundering and of
illegal activities. The Bank Secrecy Act requir@sahcial institutions to develop and maintain agvaon reasonably designed to ensure
monitor compliance with its requirements, to tramployees to comply with and to test the effectasanof the program. Any failure to meet
requirements of the Bank Secrecy Act can resuthénimposition of substantial penalties and in asw@egulatory action against the offenc
bank. FFI and FFB have each adopted policies amcedures to comply with the Bank Secrecy Act.

Consumer Laws and Regulations.

The Company and FFB are subject to a broad ranégdefal and state consumer protection laws andatgns prohibiting unfair «
fraudulent business practices, untrue or misleaddwgrtising and unfair competition. Those laws srglilations include:

The Home Ownership and Equity Protection Act of 498r HOEPA, which requires additional disclosusrsd consum
protections to borrowers designed to protect theyairst certain lending practices, such as practimmmed to constitt
“predatory lendin{’

The Fair Credit Reporting Act, as amended by thie &ad Accurate Credit Transactions Act, or the HAGct, which require
banking institutions and financial services busiessto adopt practices and procedures designeélpodeter identity thet
including developing appropriate fraud responsgms, and provides consumers with greater coaofribieir credit data

The Truth in Lending Act, or TILA, which requirebat credit terms be disclosed in a meaningful amsistent way so th
consumers may compare credit terms more readiljkaodledgeably

The Equal Credit Opportunity Act, or ECOA, whichngeally prohibits, in connection with any consuneerbusiness crec
transactions, discrimination on the basis of ramdor, religion, national origin, sex, marital stat age (except in limit
circumstances), or the fact that a borrower isiv@eg income from public assistance progra

The Fair Housing Act, which regulates many lendingctices, including making it unlawful for any ter to discriminate in i
housingrelated lending activities against any person bseaf race, color, religion, national origin, s&andicap or familic
status.

The Home Mortgage Disclosure Act, or HMDA, whiclcludes a “fair lendingaspect that requires the collection and disclc
of data about applicant and borrower charactesigtica way of identifying possible discriminataepding patterns and enforc
ant-discrimination statute:

The Real Estate Settlement Procedures Act, or RE&RiEh requires lenders to provide borrowers wilittlosures regarding t
nature and cost of real estate settlements andbitobertain abusive practices, such as kickbe

The National Flood Insurance Act, or NFIA, whigguires homes in floodrone areas with mortgages from a federally regc
lender to have flood insuranc

The Secure and Fair Enforcement for Mortgage Licgnéct of 2008, or SAFE Act, which requires momggaloan originatc
employees of federally insured institutions to ségji with the Nationwide Mortgage Licensing Systend Registry, a databs
created by the states to support the licensingarsfgage loan originators, prior to originating desitial mortgage loan
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Consumer Financial Protection Bureau

The Dodd-Frank Act created a new, independent &degency, called the Consumer Financial Protedsioreau (“CFPB”),which
has been granted broad rulemaking, supervisorneafatcement powers under various federal consuimandial protection laws, including 1
Equal Credit Opportunity Act, Truth in Lending Adeal Estate Settlement Procedures Act, Fair CReliorting Act, Fair Debt Collecti
Act, the Consumer Financial Privacy provisions o Gramm-LeaclBliley Act and certain other statutes. The CFPB &aamination ar
primary enforcement authority with respect to tbenpliance by depository institutions with $10 laflior more in assets with federal const
protection laws and regulations. Smaller institasi@re subject to rules promulgated by the CFPB¢dmtinue to be examined and superv
by federal banking regulators for consumer comgkapurposes. The CFPB has authority to preventrnfaceptive or abusive practice:
connection with the offering of consumer finangabducts. The Dodérank Act also (i) authorizes the CFPB to estabtisitain minimur
standards for the origination of residential mogs including a determination of the borroweability to repay, and (ii) will allow borrowe
to raise certain defenses to foreclosure if thegike any loan other than a “qualified mortgagetianed by the CFPB. The Dodittank Ac
permits states to adopt consumer protection lawisséandards that are more stringent than thosetedi@p the federal level and, in cer
circumstances, permits state attorneys generahfirae compliance with both the state and federanitial consumer protection laws
regulations.

In January 2013, the CFPB approved certain mort¢ggding reform regulations impacting the TruthLiending Act (the “TILA")
and the Real Estate Settlement Procedures Act (FRES Among other things, those reforms:

e expand the population of loans that are subjebigber cost loan regulations and additional disales;

e prohibit the payment of compensation to mortgagekénrs based on certain fees or premiums, suchedd spread premiurr
payable by or charged to home borrow:

e increase the regulation of mortgage servicingviiets, including with respect to error resolutjdorcedplacement insurance &
loss mitigation and collection activitie

e require financial institutions to make a reasonadld good faith determination that the borrower thes ability to repay tt
residential mortgage loan before it is approvedf@mding and provides that the failure of a finahdénstitution to make suct
determination will entitle the borrower to asséattfailure as a defense to any foreclosure aciothe mortgage loan; a

e impose appraisal requirements for high cost loawisl@ans secured by first mortgage liens on resiglereal estate

The CFPB also issued final rules for residentiattgege lending, which became effective Januar20Q.3, including definitions fi
“qualified mortgages” and detailed standards byclwhHeaders must satisfy themselves of the borr@anability to repay the loan and revi
forms of disclosure under the TILA and RESPA.

Debit Card Fees The DoddFrank Act provides that the amount of any intergieafee charged by a debit card issuer with redpes
debit card transaction must be reasonable and giopal to the cost incurred by the card issuer matplires the FRB to establish standard
reasonable and proportional fees which may take agcount the costs of preventing fraud. As a teswé FRB adopted a rule, effect
October 1, 2011, which limits interchange fees ebitdcard transactions to a maximum of 21 centstiamsaction plus 5 basis points of
transaction amount. A debit card issuer may recameadditional one cent per transaction for fratel/ention purposes if the issuer comg
with certain fraudrelated requirements prescribed by the FRB. Althowg a technical matter, this new limitation agplonly to institutior
with assets of more than $10 billion, it is expdctbat many smaller institutions will reduce theéiterchange fees in order to ren
competitive with the larger institutions that aeguired to comply with this new limitation.
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First Foundation Advisors

Registered Investment Adviser RegulatiBRA is a registered investment adviser under tivediment Advisers Act, and the SEC’
regulations promulgated thereunder. The InvestrAelvisers Act imposes numerous obligations on regést investment advisers, includ
fiduciary, recordkeeping, operational, and discfesebligations. FFA is also subject to regulatioer the securities laws and fiduciary law
certain states and to Employee Retirement Inconcaride Act of 1974, or ERISA, and to regulation®pulgated thereunder, insofar as it
“fiduciary” under ERISA with respect to certain of its cliefERISA and the applicable provisions of the Codepadse certain duties
persons who are fiduciaries under ERISA, and pibbirtain transactions by the fiduciaries (andaiarother related parties) to such pl
The foregoing laws and regulations generally geagervisory agencies broad administrative powexduding the power to limit or restr
FFA from conducting its business in the event thégils to comply with such laws and regulatioRassible sanctions that may be impost
the event of such noncompliance include the suspers individual employees, limitations on the mess activities for specified periods
time, revocation of registration as an investmantiser and/or other registrations, and other cexsand fines. Changes in these law
regulations could have a material adverse impa¢hemrofitability and mode of operations of FFHats subsidiaries.

Future Legislation

Congress may enact legislation from time to tina Hffects the regulation of the financial servitehustry, and state legislatures r
enact legislation from time to time affecting thegulation of financial institutions chartered byagerating in those states. Federal and
regulatory agencies also periodically propose atmptichanges to their regulations or change thenevam which existing regulations
applied. The substance or impact of pending orréutegislation or regulations, or the applicatidvereof, cannot be predicted, altho
enactment of the proposed legislation could implaetregulatory structure under which we operate raag significantly increase our co:
impede the efficiency of our internal business peses, require us to increase our regulatory ¢apitadify our business strategy and limit
ability to pursue business opportunities in ancéfit manner.

Item 1A. Risk Factors

Our business is subject to a number of risks am@mainties that could prevent us from achieving lmusiness objectives and ca
hurt our future financial performance and the ppegformance of our common stock. Such risks armbdainties also could cause our fu
financial condition and future financial performanio differ significantly from our current expedtats, which are described in the forward
looking statements contained in this report. Thisles and uncertainties, many of which are outsideur ability to control or prevent, inclu
the following:

Risks Affecting our Business
We could incur losses on the loans we make.

Loan defaults and the incurrence of losses on laa@snherent risks in our business. The incugerfcloan losses necessitate |
charge-offs and write-downs in the carrying valoéa banking organizatiog’loans and, therefore, can adversely affect éslt® of operatior
and financial condition. Accordingly, our resuttb operations will be directly affected by the vwie and timing of loan losses, which fc
number of reasons can vary from period to perida fisks of loan losses are exacerbated by econmuéssions and downturns, as evide
by the substantial magnitude of the loan losseshviiany banks incurred as a result of the econoetiession that commenced in 2008
continued into 2010, or by other events that caul l® local or regional business downturns. Algtoan economic recovery in the U.S.
begun, unemployment remains relatively high, aspamed to the preecessionary period, and there continue to be tainges about tt
strength and sustainability of that economic recpvéf the economic recovery were to remain wealeconomic conditions were agair
deteriorate, more of our borrowers may fail to perf in accordance with the terms of their loanswhich event loan chargeffs and ass
write-downs could increase, which could have a nedtadverse effect on our business, financial @b results of operations and prospects.
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Our allowance for loan losses is determined basedpan both objective and subjective factors, and mayot prove to be
adequate to absorb fully the loan losses we incun which event our earnings may suffer.

Like virtually all banks, we follow the practice ofaintaining a reserve or allowance for possibéltosses, or ALLL, to absorb Ic
losses. When it is determined that the paymeflirof a loan has become unlikely, the carryinduesaof the loan is reduced (“written down”
to what management believes is its realizable vatué it is determined that a loan no longer hag realizable value, the carrying value of
loan is written off in its entirety (a loan “chargé”). Loan write-downs and chargaffs are charged against the ALLL. The amounthe
ALLL is increased periodically (i) to replenish thd LL after it has been reduced due to loan writevds and chargeffs, (ii) to reflec
increases in the volume of outstanding loans, andq take account of changes in the risk of mig loan losses due to a deterioration ir
condition of borrowers or adverse changes in ecanoonditions. Increases in the ALLL are made tigio a charge, recorded as an exper
the statement of income, referred to as the “pronifor loan losses” and, therefore, can advera#fsct earnings.

On a quarterly basis, we make determinations véfipect to the sufficiency of the ALLL, and the amibaf the provisions for loe
losses that we believe will be necessary to mairitee sufficiency of the ALLL. We employ econonaind loss migration models that are b
on bank regulatory guidelines, industry standards@ur own historical loan loss experience, as aglh number of more subjective qualite
factors in order to make these determinations. él@w, making these determinations involve judgmabisut changes and trends in cur
economic conditions and other events that can taffiecability of borrowers to meet their loan payihebligations to us and a weighting am
the quantitative and qualitative factors we considedetermining the sufficiency of the ALLL. Is a result, or due to the occurrenc
unexpected events or circumstances outside of antral or otherwise, those judgments subsequemtlyeto have been incorrect and,
result, it becomes necessary to increase the antduhe ALLL, we would have to increase the prowis we make for loan losses, wt
would reduce our earnings, possibly significantly.addition, the FDIC and the DBO, as an integrait pf their examination process
periodically review the adequacy of our ALLL. Tleesgencies may require us to make additional pamssfor loan losses, over and above
provisions that we have already made, the effeattoth also would be to reduce our earnings.

Adverse changes in economic conditions in Southefalifornia could disproportionately harm us.

The substantial majority of our clients and thepemies securing a large proportion of the loansmake are located in South
California, where foreclosure rates and unemploynf@ve remained high relative to most other regiohshe country. A downturn
economic conditions, or even the continued weakonéske economic recovery in California, or the wetence of natural disasters, sucl
earthquakes or fires, which are more common infgouatCalifornia than in other parts of the countigtlld harm our business by:

e reducing loan demand which, in turn, would leadeuctions in our net interest margins and neté@stancome

e adversely affecting the financial capability of tmwers to meet their loan obligations to us, whiolld result in increases in Ic
losses and require us to make additional provision®an losses, which would reduce our earniagst

e causing reductions in real property values thag, tuour reliance on real properties to collateeatnany of our loans, could m:
it more difficult for us to prevent losses from bgiincurred on nonperforming loans through thedlmsure and sale of those 1
properties

Adverse changes in economic and market conditiongnd changes in government regulations and governmemonetary
policies could materially and negatively affect oubusiness and results of operations.

Our business and results of operations are diraftscted by factors such as political, economid ararket conditions, broad trei
in industry and finance, legislative and regulatomanges, changes in government monetary and fisdiaies and inflation, all of which &
outside of our ability to control. Deterioration economic conditions, whether caused by globdional, regional or local concerns
problems, or a further downgrade in the United e&tadebt rating, could result in the following camsences, any of which could hav
material adverse effect on our business, finarmabition, results of operations or prospects:

e adeterioration in the credit quality of our barkilients;

e an increase in loan delinquencies and loan lo:

e an increase in problem assets and foreclos

e declines in the values of real properties colldizrey the loans we mak

e the need to increase our ALL
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e fluctuations in the value of, or impairment losgésch may be incurred with respect to, F's investment securitie
e decreases in the demand for our services or fiahpobducts
e increases in competition for low cost or -interest bearing deposits; a

e decreases in the investment management and ad¥ésssye generat
Changes in interest rates could reduce our net intest margins and net interest income.

Income and cash flows from our banking operatioggetid to a great extent on the difference. “spremd'margin” between th
interest we earn on interest-earning assets, ssidbaas and investment securities, and the rateshiah we pay interest on interdstaring
liabilities, such as deposits and borrowings. Hesveinterest rates are highly sensitive to mamydiss that are beyond our control, incluc
(among others) general and regional and local enénoonditions, the monetary policies of the FelBeserve, bank regulatory requireme
competition from other banks and financial instdos and a change over time in the mix of our lp@&mgestment securities, on the one h
and on our deposits and other liabilities, on ttlephand. Changes in monetary policy will, intigatar, influence the origination and mat
value of and the yields we can realize on loansiangstment securities and the interest we payeposits. Additionally, sustained low lev
of market interest rates, as we have experiencedgthe past five years, could continue to plaocgvmvard pressure on our net inte
margins and, therefore, on our earnings. Ourmetést margins and earnings also could be adyea$icted if we are unable to adjust
interest rates on loans and deposits on a timedisba response to changes in economic conditiomeametary policies. For example, if
rates of interest we pay on deposits, borrowings @her interesbearing liabilities increase faster than we are dblincrease the rates
interest we charge on loans or the yields we realiz investments and other intereatning assets, our net interest income and, treredu
earnings will decrease. On the other hand, inargadaterest rates generally lead to increaseseininterest income; however, such incre
also may result in a reduction in loan originatiodsclines in loan prepayment rates and reduciioriBe ability of borrowers to repay th
current loan obligations, which could result inrigased loan defaults and chanfés and could require increases to our ALLL, thoy
offsetting either partially or totally the increasia net interest income resulting from the inceegsinterest rates. Additionally, we could
prevented from increasing the interest rates wagehan loans or from reducing the interest ratesoffer on deposits due to “price”
competition from other banks and financial instdos with which we compete. Conversely, in a deoli interest rate environment,
earnings could be adversely affected if the inter@es we are able to charge on loans or othesitments decline more quickly than thost
pay on deposits and borrowings.

Real estate loans represent a high percentage ofetfbans we make, making our results of operationauinerable to downturns
in the real estate market.

At December 31, 2014, loans secured by multifarilg commercial real estate represented approxiyna®b of FFBS outstandin
loans. The repayment of such loans is highly déeenhon the ability of the borrowers to meet thean repayment obligations to us, which
be adversely affected by economic downturns thatlead to (i) declines in the rents and, thereforghe cash flows generated by those
properties on which the borrowers depend to fuedt fban payments to us, and (ii) decreases ivatges of those real properties, which n
it more difficult for the borrowers to sell thoseal properties for amounts sufficient to repayrthaans in full. As a result, our operating res
are more vulnerable to adverse changes in theestate market than other financial institutionshwitore diversified loan portfolios and
could incur losses in the event of changes in esdniconditions that disproportionately affect tealrestate markets.

Liquidity risk could adversely affect our ability t o fund operations and hurt our financial condition.

Liquidity is essential to our banking businesswesuse cash to make loans and purchase investreemtitiees and other interest-
earning assets and to fund deposit withdrawals dbatir in the ordinary course of our business. @rimcipal sources of liquidity inclu
earnings, deposits, Federal Home Loan Bank (or PHidrowings, sales of loans or investment se@gitield for sale, repayments by cli
of loans we have made to them, and the proceedsdeades by us of our equity securities or from twaings that we may obtain. If the abi
to obtain funds from these sources becomes lindtethe costs of those funds increase, whether duadtors that affect us specifica
including our financial performance, or due to fastthat affect the financial services industrygeneral, including weakening econo
conditions or negative views and expectations atfeitprospects for the financial services indussya whole, then our ability to grow
banking and investment advisory and wealth managetmesinesses would be harmed, which could haveaterial adverse effect on ¢
business, financial condition, results of operatiand prospects.
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Our 6 largest deposit clients account for 36% of autotal deposits.

As of December 31, 2014, our 6 largest bank depsiccounted for, in the aggregate, 36% of owal eposits. As a result
material decrease in the volume of those depoyita kelatively small number of our depositors cordduce our liquidity, in which event
could became necessary for us to replace thosesitepdth higher-cost deposits, lowgielding securities or FHLB borrowings, which wo
adversely affect our net interest income and, fbeeeour results of operations.

Although we plan to grow our business by acquiringther banks, there is no assurance that we will saeed in doing so.

One of the key elements of our business plan gréav our banking franchise and increase our maskate, and for that reason,
intend to take advantage of opportunities to aegather banks. However, there is no assurancevhatill succeed in doing so. Our ability
execute on our strategy to acquire other banks meqyire us to raise additional capital and to iaseeFFBS capital position to support 1
growth of our banking franchise, and will also degpy@n market conditions, over which we have no mmntMoreover, any bank acquisitic
will require the approval of our bank regulatorsl énere can be no assurance that we will be abddtmin such approvals on acceptable te
if at all.

Growing our banking business may not increase ourrpfitability and may adversely affect our future operating results.

Since we commenced our banking business in Oct2®@r, we have grown our banking franchise by eisfaiblg three new weal
management offices in Southern California and and.as Vegas, Nevada and acquiring two new office®alm Desert and El Ceni
California as part of our acquisition of Desert Goancial Bank, or DCB, in August 2012. We plan tmtinue to grow our banking busin
both organically and through acquisitions of othanks. However, the implementation of our growthtegy poses a number of risks for
including:

e the risk that any newly established wealth mameege offices will not generate revenues in amosaofficient to cover the start
up costs of those offices, which would reduce @unigs;

e the risk that any bank acquisitions we might conmiate in the future will prove not to be accretigeot may reduce our earnir
if we do not realize anticipated cost savings avéfincur unanticipated costs in integrating theuired banks into our operatic
or if a substantial number of the clients of anyhaf acquired banks move their banking businessit@ompetitors

e the risk that such expansion efforts will divertmagement time and effort from our existing bankamgrations, which cou
adversely affect our future financial performanraeg

e the risk that the additional capital which we ma&gd to support our growth or the issuance of shiarasy bank acquisitions w
be dilutive of the investments that our existingrgiholders have in the shares of our common stoakthey own and in the
respective percentage ownership interests theyinathe Company

We have obtained, from an unaffiliated bank, a $30. million term loan that is secured by a pledge ddll of FFB’s shares, whic|
could have a material adverse effect on our busingsour financial condition and results of operatios and future prospects if we are nc
able to meet financial covenants applicable to thdban or to repay the loan when it becomes due.

In April 2013, we entered into a five year termrareement pursuant to which we obtained $7.5amibf borrowings from anoth
bank. We have increased our borrowings underltiaat agreement on two occasions: (i) first to 82%,000 in March 2014, and (ii) then
February 27, 2015 to $30,000,000, at which timentiag¢urity date of the loan was extended from Ma2Q18 to May 1, 2022. We have u
the proceeds of the loan primarily to support amtifthe growth of our businesses, which include#ingacontributions of equity to FFB a
otherwise for working capital purposes. In ordeohtain the loan, we were required to pledge 100%h® shares of FFB capital stock to
bank lender as security for our payment obligationder that loan agreement. Additionally, the lagneement contains a number of finar
and other covenants which we are required to meet the remaining term of the loan. As a resulthsborrowings may make us m
vulnerable to general economic downturns and coitiyetpressures that could cause us to fail to nm® or more of those financ
covenants. If we are unable to meet any of thoserants, we could be required to repay the loanesothan its maturity date in May 20
and, if we are unable to repay the loan in full wideie, whether at maturity or earlier, the lendillvecome entitled to sell our FFB share
recover the amounts that are due it under the dgmeement. Since the stock of FFB comprises oge& and most important asset on w
our success is dependent, an inability on our fearepay the loan when due would have a materiadrse effect on our business, finan
condition, results of operations and prospects wodld cause us to incur significant losses. Seesiction below in this report entit
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operationg=thancial Condition—Term Loan"for additiona
information about this loan.

23




We face intense competition from other banks and fiancial institutions and other wealth and investmehmanagement firms
that could hurt our business.

We conduct our business operations primarily intBeuwn California, where the banking business ishlyigcompetitive and
dominated by large multi-state anddtate banks with operations and offices coverindengeographic areas. We also compete with
financial service businesses, including investnaeiisory and wealth management firms, mutual fumdganies, and securities brokerage
investment banking firms that offer competitive kiag and financial products and services as welpraslucts and services that we do
offer. Larger banks and many of those other finainggérvice organizations have greater financial madketing resources that enable the
conduct extensive advertising campaigns and ta sbfources to regions or activities of greatereptial profitability. They also ha
substantially more capital and higher lending lgnivhich enable them to attract larger clients afffier financial products and services that
are unable to offer, putting us at a disadvantageompeting with them for loans and deposits amgdtment management clients. If we
unable to compete effectively with those bankingihrer financial services businesses, we couldifimdore difficult to attract new and ret:
existing clients and our net interest margins,imefrest income and investment management advisesy/could decline, which would advers
affect our results of operations and could cauge urscur losses in the future.

In addition, our ability to successfully attracda®tain investment advisory and wealth managemlentts is dependent on our abi
to compete with competitorsinvestment products, level of investment perforneanclient services and marketing and distribt
capabilities. If we are not successful in retagn@xisting and attracting new investment manageroigrits, our business, financial conditi
results of operations and prospects may be madieaiatl adversely affected.

The loss of key personnel or inability to attract dditional personnel could hurt our future financial performance.

We currently depend heavily on the contributiond aarvices provided by Rick Keller, our Executivea@man, Scott Kavanaug
Chief Executive Officer of FFI and FFB, John Hakapi President of FFA, and John Michel, Chief Finan®fficer of FFI, FFB and FFA, .
well as a number of other key management persor@et. future success also will depend, in partoan ability to retain our existing, a
attract additional, qualified private banking offis, relationship managers and investment advigergonnel. Competition for such persol
is intense. If we are not successful in retairang attracting key personnel, our ability to retaisting clients or attract new clients coulc
adversely affected and our business, financial itimgl results of operations or prospects could assult be significantly harmed.

Banking laws and government regulations may adverse affect our operations, restrict our growth or increase our operatiny
costs.

We are subject to extensive supervision and reigulély federal and California state bank regulatmggncies. The primary object
of these agencies is to protect bank depositorsmahdhareholders, whose respective interests dftéar. These regulatory agencies have
legal authority to impose restrictions on us ifytHeelieve that is necessary in order to protectoditprs, even if those restrictions wa
adversely affect our ability to grow our businesaise our operating costs to increase, or hindembility to compete with less regula
financial services companies.

We are also subject to numerous laws and governmegntlations that are applicable to banks and ofimancial institutions
including the following:

Consumer Protection Laws and Regulationg/e are required to comply with various consummestgrtion laws, including tt
Community Reinvestment Act, the Equal Credit Opoity Act, the Fair Housing Act and other fair lémgl laws and regulations impc
nondiscriminatory lending requirements on finanaiatitutions.

Bank Secrecy Act and other Anti-Money Launderingd.and Regulations.As a financial institution, we are required by tBanl
Secrecy Act, the USA PATRIOT Act of 2001 and othati-money laundering laws and regulations, toituitst and maintain an effective anti-
money laundering program and file suspicious agti@nd currency transaction reports as appropriéte.are also subject to increased scr
of compliance with the rules enforced by the Offaéd-oreign Assets Control.
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If the policies, procedures or systems which weehadopted to comply with these laws and regulatawadound by any regulatory
other government agencies to be deficient or wietdacomply with any of these banking laws or regigns, we could be subject to pena
and regulatory actions that may lead to the impwsibf restrictions on our ability to grow our bamd business. Additionally, a failure
maintain and implement adequate programs to comioaiey laundering and terrorist financing could haggous reputational consequer
for us. Due, moreover, to the complex and techhmature of many of these laws and government ediuis, inadvertent violations may
sometimes do occur. In such an event, we woultbgeired to correct and, depending on the natudesanousness of the violation, we cc
be required implement measures to prevent a rawearef such violations, which could increase owraping costs. If more serious violati
were to occur or recur, our banking regulators @dimhit our activities or growth, fine us, or ultately put FFB out of business if it was
encounter severe liquidity problems or a signiftcarosion of capital below the minimum amounts fesfiunder applicable regulatory car.
guidelines. Any of these occurrences could haweaterial adverse effect on our business, finarmaldition, results of operations or fut
prospects.

The enactment of the Dodd-rank Act, and the adoption of the new Basel Il caital rules that became effective on January .
2015, pose uncertainties for our business and an&ely to increase the costs of doing business ingHuture.

The Dodd-Frank Wall Street Reform and Consumereetmin Act of 2010, or the Dodérank Act, has significantly changed the |
banking laws and regulations that apply to bankd atiher financial services organizations. Thosanges include, among others: (i)
establishment of new requirements and restrictimmsderivative and investment activities by bankorganizations; (ii) the repeal of |
prohibition on the payment of interest on busingsscking deposits, (iii) the imposition of limitatis on debit card interchange fees, (iv.
promulgation of enhanced financial institution $gfand soundness regulations that are applicableDi€C-insured banks and to their b
holding companies, (v) increases in FDIC depositiiance coverage and in FDIC insurance premiunt$~IEC insured depository institutia
are required to pay into the FDIC Deposit InsuraRuoad, and (vi) the establishment of new bankingd famancial services regulatory bod
such as the Bureau of Consumer Financial Protectiothe BCFP. The BCFP has been granted rulemadithority over several fede
consumer financial protection laws and, in soméaimses, has the authority to examine and supearideenforce compliance by banks
other financial service organizations with thesesland regulations. We expect that the Dédaink Act and its implementing regulations
increase our costs of doing business as well foerdbanking institutions. We also expect thatréeal of the prohibition on the paymen
banks of interest on business checking depositgegult in increased “priceompetition among banks for such deposits, whiecliccncreas
the costs of funds to us (as well as to other baaukd result in a reduction in our net interesbme and earnings in the future.

In July 2013, the FRB and the FDIC adopted findkesu(the “New Capital Rules”gstablishing a new comprehensive ca
framework for U.S. banking organizations based apital guidelines adopted by the International B&ammittee on Banking Supervisi
(the “Basel Committee”). The rules implement thas& Committee December 2010 framework for strengthening inténal capits
standards and also certain provisions of the Dedaik Act. The New Capital Rules became effectareFFI and FFB on January 1, 2(
(subject in the case of certain of those ruleshasp-in periods). The New Capital Rules have salistly revised and heightened the risk
based capital requirements applicable to U.S. lmgn&rganizations, including FFI and FFB, from th&lriskbased capital rules that were
effect prior to January 1, 2015 and instituted & a®d more risk-sensitive approach for risk-weigfpta banking organizatiosm'assets whic
could have the practical effect of making it mon&icult for banks and bank holding companies toeté¢he new rislkbased capit
requirements. These new Capital Rules will inceethe amount of capital which both FFI and FFBwall as other banks and bank holc
companies in the United States, will have to mé&inéad it is expected that the new rules will dsarease the costs of capital for bank hol

companies and banks in the United States. See MBESS--Supervision and Regulation+irst Foundation Bank— New Basel 1ll Capite
Requirement” above in this report for additional informatioagarding these new capital requirements.

The fair value of our investment securities can flatuate due to factors outside of our control.

As of December 31, 2014, the fair value of our gtaeent securities portfolio was $138.3 million.cteas beyond our control ¢
significantly influence and cause adverse changesctur in the fair values of securities in thattfwhio. These factors include, but are
limited to, rating agency actions in respect ofgkeurities, defaults by the issuers of the saearitoncerns with respect to the enforceabili
the payment or other key terms of the securitibanges in market interest rates and continuedbifisgain the capital markets. Any of the
factors, as well as others, could cause other-tlaporary impairments and realized and/or unredliasses in future periods and decline
other comprehensive income, which could materighd adversely affect our business, results of odpess financial condition at
prospects. In addition, the process for deternginihether an impairment of a security is other-tteamporary usually requires compl
subjective judgments, which could subsequently @rtav have been wrong, regarding the future fir@ngerformance and liquidity of t
issuer of the security, the fair value of any deltal underlying the security and whether and tttere to which the principal of and interesi
the security will ultimately be paid in accordanei¢h its payment terms.
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Premiums for federal deposit insurance have incre@sl and may increase even more.

The FDIC uses the Deposit Insurance Fund, or DifEpver insured deposits in the event of bank faduand maintains that Fund
assessing insurance premiums on FDIC-insured ban#lsother FDIOnsured depository institutions. As a result dfirfcreases in bau
failures during the three years ended Decembe2@10 which caused the DIF to fall below the minimbalance required by law, and (ii)
increase, mandated by the Dodéidink Act, in the minimum balance required to beéntaéned in the DIF, the FDIC has raised the insae
premiums assessed on FDitdured banks in order to rebuild the DIF. Depagdin the frequency and severity of bank failurethie future
the FDIC may further increase such premiums. lditesh, our FDIC insurance premiums will increaseamd to the extent that our bani
business grows. Such increases in FDIC insuraremipms would increase our costs of doing busiaess therefore, could adversely af
our results of operations and earnings in the &utur

Technology and marketing costs may negatively imp&our future operating results.

The financial services industry is constantly uigdéng technological changes in the types of praslaad services provided to clie
to enhance client convenience. Our future suosésdepend upon our ability to address the chagdechnological needs of our clients an
compete with other financial services organizatioviich have successfully implemented new technekgiThe costs of implement
technological changes, new product developmentnaaudketing costs may increase our operating expemisesut a commensurate increas
our business or revenues, in which event our basjrfeancial condition, results of operations anospects could be materially and adver
affected.

The occurrence of fraudulent activity, breaches obur information security, and cyber-security attacks could have a materiz
adverse effect on our business, financial conditiomesults of operations or future prospects.

As a financial institution, we are susceptible tautlulent activity, information security breaches! aybersecurityelated inciden
that may be committed against us or our clientsthatimay result in financial losses or increaseststo us or our clients, disclosure or mi:
of confidential information belonging to us or pamal or confidential information belonging to olieats, misappropriation of assets, litigat
or damage to our reputation. Fraudulent activity take many forms, including check “kiting” or frdyelectronic fraud, wire fraud, “phishing”
and other dishonest acts. Information security ditea and cybersecuritglated incidents may include fraudulent or unariieal access to d¢
processing or data storage systems used by usaurlglients, denial or degradation of serviceckitaand malware or other cyhattacks. W
have been seeing increases in electronic fraudalgivity, security breaches and cylattacks within the financial services industry lumting
in the commercial banking sector, as cybeminals have been targeting commercial bank amdkdrvage accounts on an increasing b
Moreover, in recent periods, several large corpomat including financial service organizations aathil companies, have suffered major
breaches, in some cases exposing not only thefideortial and proprietary corporate informationt biso sensitive financial and other pers
information of their clients or customers and theinployees, and subjecting those corporations tengial fraudulent activity and their clie
and customers to identity theft and fraudulentvétstin their credit card and banking accounts.eidfore, security breaches and cyhtack:
can cause significant increases in operating costiiding the costs of compensating clients argtauers for any resulting losses they
incur and the costs and capital expenditures reduio correct the deficiencies in and strengthenstbcurity of data processing and sto
systems.

Although we invest in systems and processes tretdasigned to detect and prevent security breaahdscyberattacks and w
conduct periodic tests of our security systems gnodesses, there is no assurance that we will sddoeanticipating or adequately protec
against or preventing all security breaches anemgtiacks from occurring due to a number of possibleses, many of which will be outs
of our control, including the changing nature andréasing frequency of such attacks, the increasamdistication of cybecriminals, an
possible weaknesses that go undetected in oursglatams notwithstanding the testing we conducho$e systems. If we are unable to di
or prevent a security breach or cylagtack from occurring, then, we and our clientsldanicur losses or damages; and we could sustamage
to our reputation, lose clients and business, sulfifguptions to our business and incur increagmstaiing costs, and be exposed to addit
regulatory scrutiny or penalties and to civil laigon and possible financial liability, any of whicould have a material adverse effect or
business, financial condition, results of operagiand future prospects.
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We rely on communications, information, operating ad financial control systems technology and relatedervices from third-
party service providers and there can be no assurae that we will not suffer an interruption in thosesystems.

We rely heavily on thirgparty service providers for much of our communimasi information, operating and financial contrgdtem:
technology, including our internet banking serviemsl data processing systems. Any failure or finfgion of, or security breaches in, th
systems could result in failures or interruptiomsur operations or in the client services we meviAdditionally, interruptions in service ¢
security breaches could damage our reputation,dgeting clients to terminate their business refeghips with us, make it more difficult for
to attract new clients and subject us to additioegulatory scrutiny and possibly financial liatyiliany of which could have a material adv
effect on our business, financial condition, resolk operations and prospects.

Our ability to attract and retain clients and key employees could be adversely affected if our reputain is harmed.

The ability of FFB and FFA to attract and retaireists and key employees could be adversely affei€tedr reputation is harme
Any actual or perceived failure to address varigsses could cause reputational harm, includirglaré to address any of the following ty
of issues: legal and regulatory requirements;dfaper maintenance or protection of the privacyclignt and employee financial or ot
personal information; record keeping deficienciegmors; moneyaundering; potential conflicts of interest andiethissues. Moreover, a
failure to appropriately address any issues ofihisire could give rise to additional regulatorstrietions, and legal risks, which could lea
costly litigation or subject us to enforcement @i, fines, or penalties and cause us to incutelaosts and expenses. In addition,
banking, investment advisory and wealth managerbesinesses are dependent on the integrity of aokibg personnel and our investm
advisory and wealth managers. Lapses in integatyd cause reputational harm to our businessexthdd lead to the loss of existing clie
and make it more difficult for us to attract nevieats and, therefore, could have a material adveffeet on our business, financial condit
results of operations and prospects.

We may incur significant losses due to ineffectivask management processes and strategies.

We seek to monitor and control our risk exposuresugh a risk and control framework encompassingéety of separate kt
complementary financial, credit, operational anthpbbance systems, and internal control and managemeiew processes. However, th
systems and review processes and the judgmentadbaipany their application may not be effectind,as a result, we may not anticiy
every economic and financial outcome in all mad®tironments or the specifics and timing of sucttomes, particularly in the event of
kinds of dislocations in market conditions expecieshover the last several years, which highligbtlimitations inherent in using historical d
to manage risk. If those systems and review psEeprove to be ineffective in identifying and nging risks, we could be subjectec
increased regulatory scrutiny and regulatory retsbms could be imposed on our business, includimgur growth, as a result of which
business and operating results could be adverfelgted.

We are exposed to risk of environmental liabilitieavith respect to real properties that we may acquie.

From time to time, in the ordinary course of ousiness, we acquire, by or in lieu of foreclosueal properties which collateral
nonperforming loans (often referred to as “RealatestOwned” or “REQ”).As an owner of such properties, we could becomgestilic
environmental liabilities and incur substantial tsofor any property damage, personal injury, ingagion and cleanyp that may be requir
due to any environmental contamination that majobed to exist at any of those properties, evemefdid not engage in the activities that
to such contamination and those activities tookelarior to our ownership of the properties. Inidd, if we are the owner or former owne
a contaminated site, we may be subject to commwanclaims by third parties seeking damages for emvirental contamination emanalt
from the site. If we were to become subject to ificemt environmental liabilities or costs, our mess, financial condition, results
operations and prospects could be materially andradly affected.
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Our investment advisory and wealth management busess may be negatively impacted by changes in ecoriorand market
conditions.

Our investment advisory and wealth management besimay be negatively impacted by changes in geeesaomic and mark
conditions because the performance of that busisedisectly affected by conditions in the finariciad securities markets. The performe
of the financial markets and the businesses opgratithe securities industry can be highly voatilithin relatively short periods of time an
directly affected by, among other factors, domeatid foreign economic conditions and general trendsusiness and finance, and by
threat, as well as the occurrence, of global cotsfliall of which are beyond our ability to contraVe cannot assure you that broad m:
performance will be favorable in the future. DeeB or a lack of sustained growth in the finanpiarkets may adversely affect the ma
value and performance of the investment secutitiaswe manage, which could lead to reductionsuinimvestment management and advi
fees and, therefore, may result in a decline inplagormance of our investment advisory and wealinagement business. Additionally
FFA’s performance were to decline, that could lead sofhoeir clients to reduce their assets under manageby us and make it more diffic
for us to retain existing clients and attract ndients. If any of these events or circumstancesewie occur, the operating results of
investment advisory and wealth management busarabstherefore, our earnings could be materialty aaversely affected.

The investment management contracts we have with oglients are terminable without cause and on relavely short notice by
our clients, which makes us vulnerable to short tan declines in the performance of the securities ureat our management.

Like most investment advisory and wealth managerbesinesses, the investment advisory contractsave kvith our clients a
typically terminable by the client without causeondess than 30 daysotice. As a result, even short term declinehépgerformance of tl
securities we manage, which can result from faabotside our control, such as adverse changes iketnar economic condition or the pc
performance of some of the investments we havemewnded to our clients, could lead some of oumtdigo move assets under
management to other asset classes such as braadfimttls or treasury securities, or to investmelvisors which have investment proc
offerings or investment strategies different thanso Therefore, our operating results are healglyendent on the financial performance of
investment portfolios and the investment strategiesemploy in our investment advisory businesset ewen shorterm declines in tt
performance of the investment portfolios we man@geour clients, whatever the cause, could result decline in assets under manage
and a corresponding decline in investment managefaes, which would adversely affect our resultepérations.

The market for investment managers is extremely copetitive and the loss of a key investment manageo ta competitor coulc
adversely affect our investment advisory and wealtmanagement business.

We believe that investment performance is one efrtiost important factors that affect the amoundssfets under our managen
and, for that reason, the success of FHAUsiness is heavily dependent on the qualityeapérience of our investment managers and theik
records in terms of making investment decisiong thault in attractive investment returns for olierds. However, the market for st
investment managers is extremely competitive anmdcigasingly characterized by frequent movementedéstment managers among diffe
firms. In addition, our individual investment mageas often have direct contact with particular rdie which can lead to a strong cli
relationship based on the cliemttrust in that individual manager. As a resuig toss of a key investment manager to a competitaic
jeopardize our relationships with some of our dkeand lead to the loss of client accounts, whimhid have a material adverse effect on
business, financial condition, results of operatiand prospects.
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FFA’s business is highly regulated, and the regulatotsave the ability to limit or restrict, and impose ines or other sanction
on, FFA’s business.

FFA is registered as an investment adviser withSB€ under the Investment Advisers Act and itsrmss is highly regulated. T
Investment Advisers Act imposes numerous obligation registered investment advisers, includingdiay, record keeping, operational :
disclosure obligations. Moreover, the Investmedti&ers Act grants broad administrative powerseigutatory agencies such as the SE
regulate investment advisory businesses. If the 8E@her government agencies believe that FFAfd&ied to comply with applicable laws
regulations, these agencies have the power to infioss, suspensions of individual employees oem#anctions, which could inclu
revocation of FFAS registration under the Investment Advisers Atte are also subject to the provisions and regulatiof ERISA to th
extent that we act as a “fiduciaryhder ERISA with respect to certain of our cliel#RISA and the applicable provisions of the fedéaa
laws, impose a number of duties on persons whdidueiaries under ERISA and prohibit certain trastgms involving the assets of ei
ERISA plan which is a client, as well as certaansactions by the fiduciaries (and certain othkated parties) to such plans. Additionally,
other investment advisory and wealth managementpaoias, FFA also faces the risks of lawsuits bgnti. The outcome of regulat
proceedings and lawsuits is uncertain and difficulpredict. An adverse resolution of any regulafaroceeding or lawsuit against FFA cc
result in substantial costs or reputational harraRé and, therefore, could have an adverse efiet¢he ability of FFA to retain key relations
and wealth managers, and to retain existing clientattract new clients, any of which could havmaterial adverse effect on our busin
financial condition, results of operations and pexgs.

Changes in legal, regulatory, accounting, tax asdmiance requirements also could adversely af&&’s operations and financ
results, by, among other things, increasing itsrafireg expenses and placing restrictions on theketi;mig of certain investme
products. Recently, the Obama Administration dedche U.S. Department of Labor to adopt new rti@s would require some financ
advisors to act as “fiduciaries” for their clierfitsconnection with the management of 4Yetirement plan and IRA investments, which
higher standard than currently applies to investmeamagers and brokers when managing investmeA®liK retirement plans and IRAs. \
cannot predict whether these new rules will be &éstbpnd we do not have enough information at thie to determine whether these prop
new rules, if adopted, will apply to FFA or will ¥\ an impact on FFA' business or operating results. However, we éxpat these rules,
adopted, would apply primarily to investment adwisand brokers who receive commissions from theeissof investment securities that
purchased, based on the advice of such advisdiso&ers, for the accounts of their clients. FFg,dontrast, is compensated for its serv
primarily by investment advisory fees paid diredilyits clients based on the market value of tvestment securities that are managed by
for them and not by commissions paid by issuetba@de investment securities.

We may be adversely affected by the soundness oftedn securities brokerage firms.

FFA does not provide custodial services for itsert$. Instead, client investment accounts are taiagd under custod
arrangements with large, well established secsrhirokerage firms, either directly or through agements made by FFA with those firms.
a result, the performance of, or even rumors osties about the integrity or performance of, ahyhose brokerage firms could adver:
affect the confidence of FFA'clients in the services provided by those firmetherwise adversely impact their custodial haddin Such &
occurrence could negatively impact the ability &fAFto retain existing or attract new clients ansl,aaresult, could have a material adv
effect on our business, financial condition, resolt operations and prospects.

Risks related to Ownership of our Common Stock

We do not plan to pay dividends for at least the freseeable future. Additionally, our ability to pay dividends is subject t
statutory, regulatory and other restrictions.

In order to support and fund the growth of our baglousiness, it is our policy to retain cash rathan pay dividends. As a result,
we have not paid any cash dividends since FFB cometkits banking operations in October 2007 andhave no plans to pay cash dividends
at least for the foreseeable future. Additionatlyr ability to pay dividends to our shareholdersaistricted by California and federal law and
the policies and regulations of the Federal Resevhéch is our federal banking regulator. Moreqube agreement governing the
$30.0 million term loan that we obtained from amffitiated bank lender, prohibits us from payinglealividends to our shareholders without
the lender’s prior written consent. See the saatitthis report below, entitled “Management’s Rission and Analysis of Financial Condition
and Results of Operationsfinancial Condition— Term Loan;’ for additional information about this loan.
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Our ability to pay dividends to shareholders i®alependent on the payment to us of cash dividends-A and FFB. FFA and FFB
are corporations that are separate and distinet &r® and, as a result, they are subject to sepstedteory or regulatory dividend restrictions
that can affect their ability to pay cash dividetalsis. FFA's ability to pay cash dividends toisisestricted under California corporate
law. FFB’s ability to pay dividends to us is limit by various banking statutes and regulationsrebler, based on their assessment of the
financial condition of FFB or other factors, thelEDor the California DBO could find that paymentaatsh dividends by FFB to us would
constitute an unsafe or unsound banking practicethich event they could restrict FFB from payiragie dividends, even if FFB meets the
statutory requirements to do so. See the sectitithegl “ Dividend Policy and Restrictions on the Paymeriefdends” in Item 5 of this
report below for additional information about ouvidend policy and the dividend restrictions thpply to us and to FFB and FFA.

The Company’s shares have been limited and there is no assur@that a more active trading market for our shareswill
develop in the future. As a result, shareholders ay not be able to sell their shares of our commoriak at attractive prices if and wher
they need or desire to do so.

On November 3, 2014, our common stock was listetlcammenced trading on the NASDAQ Global Stock Mgrkinder the tick
symbol “FFWM”. However, the trading volume in our common stock besn limited. For example, the average dailyingdolume of ou
shares on NASDAQ during the month of February 20&5 approximately 12,410 shares. There can beswrance that a more active trac
market for our shares will develop or can be sostiin the future. If a more active trading martteés not develop, or cannot be susta
our shareholders may have difficulty selling ttekiares at attractive prices when they need oredessido so. Additionally, the lack of an ac
trading market for our shares may make it morddiff for us to sell shares in the future to raasilitional capital and to offer our share
consideration for acquisitions of other banks arestment management or other financial servicembsses, without diluting our existi
shareholders.

The market prices and trading volume of our commorstock may be volatile.

Even if an active market develops for our commantist the market prices of our common stock may tlatite and the tradir
volume may fluctuate and cause significant priceati@ns to occur. We cannot assure you that, rifieket does develop for our comn
stock, the market prices of our common stock will fluctuate or decline significantly in the futur8ome of the factors that could negati
affect the prices of ours shares or result in flatibns in those prices or in trading volume of cammon stock could include the followi
many of which are outside of our control:

e quarterly variations in our operating results otha quality of our earnings or asse

e operating results that differ from the expectatiohmanagement, securities analysts and inves

e changes in expectations as to our future finampeaormance

e the operating and securities price performancedteracompanies that investors believe are compatahis;

e the implementation of our growth strategy and penfince of acquired businesses that vary from tipeaations of securiti
analysts and investor

e the enactment of new more costly government reiguistthat are applicable to our businesses orriiposition of regulatol
restrictions on us

e our dividend policy and any changes that might oéouhat policy in the future
e future sales of by us of our common stock or amgiobf our equity securitie

e changes in global financial markets and global eours and general market conditions, such as clsaimg@terest rates
fluctuations in stock, commaodity or real estateuasibns; anc

e announcements of strategic developments, matatplisitions and other material events in our bissnar in the businesses
our competitors
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Share ownership by our officers and directors and ertain agreements may make it more difficult for third parties to acquire
us or effectuate a change of control that might beiewed favorably by other shareholders.

As of February 27, 2015, our executive officersl afirectors owned, in the aggregate, approximaB&% of our outstandit
shares. As a result, if the officers and directeese to oppose a third parsyacquisition proposal for, or a change in contfpFFI, the officer
and directors may have sufficient voting power ¢odble to block or at least delay such an acqoisitr change in control from taking ple
even if other shareholders would support such a salchange of control. In addition, a number Bf’'& officers have change of con
agreements which could increase the costs andftrer lessen the attractiveness of an acquistfdrFl to a potential acquiring party. |
additional information regarding these change ofticd agreements, see the Iltem 11, entitled “Exeeuompensation” below in this report.

Our corporate governance documents, and certain cporate and banking laws applicable to us, could mak a takeove
attempt, which may be beneficial to our shareholdesy, more difficult.

Our Board of Directors, or Board, has the powereurmlr articles of incorporation to issue additiostaares of common stock ¢
create and authorize the sale of one or more sefipeferred stock without having to obtain shaitdlar approval for such action. As a re:
our Board could authorize the issuance of shares s¥ries of preferred stock to implement a shadden® rights plan (often referred to ¢
“poison pill”) or could sell and issue preferred shares with gp&oting rights or conversion rights, which codleter or delay attempts by «
shareholders to remove or replace management,terdpas of third parties either to engage in proaptests or to acquire control of FFI.
addition, our charter documents:

e enable our Board to fill any vacancy on the Boardess the vacancy was created by the removatlwéator;
e enable our Board to amend our bylaws without shade approval, subject to certain exceptions;

e require compliance with an advance notice proceditte regard to any business that is to be brobgha shareholder before
annual or special meeting of shareholders andneghrd to the nomination by shareholders of canegdfor election as directol

Furthermore, federal and state banking laws andlagns applicable to us require anyone seekingctpiire more than 10% of «
outstanding shares or otherwise effectuate a chahgentrol of the Company or of FFB, to file anpfipation with, and to receive appro
from, the Federal Reserve and the FDIC to do dwes@& laws and regulations may discourage potettéalisition proposals and could dela
prevent a change of control of the Company, inclgddy means of a transaction in which our sharedrsldhight receive a premium over
market price of our common stock.

We may sell additional shares of common stock in éfuture which could result in dilution to our shareholders.

A total of approximately 12 million authorized hunissued shares of our common stock are availabl&ifure sale and issuance
action of our board of directors alone. Accordingf we were to sell additional shares in the fatuwur shareholders could suffer dilutiol
their investment in their shares of our commonlistowd in their percentage ownership of the Company.

We may elect under the JOBS Act to use an extendedansition period for complying with new or revised accounting
standards.

We are an “emerging growth companyider the Jumpstart our Business Startups Act b2 26r the JOBS Act. That Act allows
as an emerging growth company, to take advantagextnded transition periods for the implementatiddnnew or revised accounti
standards. As a result, we will not be requiredamply with new or revised accounting standarjlsitil those standards apply to priv
companies, even if that is later than the dateatesion which they become effective for public canigs or (ii) if sooner, until we cease tc
an “emerging growth companys defined in the JOBS Act. As a result, our faiahstatements may not be fully comparable tofihancia
statements of public companies that contain nerevised accounting standards not yet applicabf@it@ate companies, which could make
common stock less attractive to investors.
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The reduced disclosures and relief from certain otér significant disclosure requirements that are avidable to emerging growtt
companies may make our common stock less attractite investors.

As an “emerging growth companyle are entitled to exemptions from certain repgrtiequirements that apply to public compa
that are not emerging growth companies. These ptiens include the following:

e An exemption from the requirements of the Section of the Sarbanedxley Act of 2002, which requires public comparties!
are accelerated filers or large accelerated fij@ithin the meaning of the Securities Exchange Aatdbtain and include in thi
annual reports on Form I0-an attestation report from their independent sieged public accountants with respect ta
effectiveness of their internal control over finateceporting;

e less extensive disclosure obligations regarding@tkée compensation in our proxy statements orroplegiodic reports that v
file with the SEC; ani

e exemptions from the requirements to have our sleédels vote, on an advisory and nonbinding basigx@cutive compensati
and on any golden parachute payme

In addition, even if we choose voluntarily to copnplith any of the requirements from which we arerapt, we may later rely
those exemptions to avail ourselves of the reduepdrting and disclosure requirements applicablnterging growth companies.

We may remain an emerging growth company for théogdeending in December 2018, although we may céadse an emergir
growth company earlier under certain circumstanseduding if, before the end of that period, itdetermined that we have become a |
accelerated filer under the rules of the SEC (whiepends on, among other things, having a markeewaf common stock held by non-
affiliates in excess of $700 million).

Because we will be relying on one or more of thesemptions, investors and securities analysts iimalyitf more difficult to evalua
our common stock, and some investors may find oormon stock less attractive, and, as a resultethrety be a less active trading marke
our common stock than would be the case if we wetean emerging growth company, which could resuli reductions the trading volu
and greater volatility in the prices of our comnsbock.

A failure to maintain effective internal control over financial reporting could have a material adverg effect on our busines
and stock prices.

Although, as an emerging growth company, we areemiired to obtain or include in our annual repam Form 1K an attestatic
report from their independent registered accountanth respect to the effectiveness of our integwitrol over financial reporting, like
other public companies, our Chief Executive Offiaad our Chief Financial Officer are required, aally to assess, and disclose their find
in our annual reports on Form KOwith respect to, the effectiveness of our intéantrol over financial reporting in a manner thagets th
requirements of Section 404(a) of the SarbaDeley Act. The rules governing the standards thast be met for our Chief Executive i
Chief Financial Officers to assess and report an dffectiveness of our internal control over finaheceporting are complex and reqt
significant documentation, testing and possible ediation, which could significantly increase ouremating expenses. See Item 9A of
report below, entitled “Controls and Procedur&steview the attestation report of our Chief Exa®i Officer and Chief Financial Offic
regarding the effectiveness of our internal contrar financial reporting as of December 31, 2014.

Additionally, If we are unable to maintain the effieeness of our internal control over financigboging in the future, we may
unable to report our financial results accurateig @an a timely basis. In such an event, investmd clients may lose confidence in
accuracy and completeness of our financial statésnes a result of which our liquidity, access #pital markets, and perceptions of
creditworthiness could be adversely affected apdrharket prices of our common stock could declimeaddition, we could become subjec
investigations by NASDAQ, the SEC, or the Federak&ve, or other regulatory authorities, which dordquire us to expend additio
financial and management resources. As a resulfability to maintain the effectiveness of outeimal control over financial reporting in
future could have a material adverse effect onbosiness, financial condition, results of operatiand prospects.

Other Risks and Uncertainties.

Additional risks that we currently do not know abouthat we currently believe to be immaterial nadgo impair our business,
financial condition, operating results and futuregpects.
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Ilte m 1B. Unresolved Staff Comments.

Not applicable.

Ite m 2. Properties.

Our headquarters and administrative offices arattmtat 18101 Von Karman Avenue, Suite 700, Irv@aifornia 92612. In additio
we operate seven wealth management offices locegsgectively, in Newport Beach, Pasadena, Westngeles, Palm Desert, El Centro
San Diego, California and Las Vegas, Nevada. Althafse offices are leased pursuant to cameelable operating leases that will ex
between 2015 and 2020.

Ite m 3. Legal Proceedings.

In the ordinary course of business, we are sultgectaims, counter claims, suits and other litigatof the type that generally ar
from the conduct of financial services busines¥és.are not aware of any threatened or pendingtitg that we expect will have a mate
adverse effect on our business operations, finhooiadition or results of operations.

Ite m 4. Mine Safety Disclosures.

Not applicable.
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PART Il
Ite m 5. Market for Registrant’s Common Equity, Rdated Stockholder Matters and Issuer Purchases ofdtiity Securities.

Market Information

Prior to November 3, 2014, there was no publicitrgdnarket or ANY publicly available quotations four common stock.
November 3, 2014, our common stock became listeldcammenced trading on the NASDAQ Global Stock Marknder the trading symt
“FFWM". The following table shows the high and low salesqw of our shares for the respective periodsa@¢h below, as reported on
NASDAQ Global Stock Marke

Quarter Ended High Low
2014:
December 31 (November 3 to December $ 2300 $ 17.50

The closing per share sales price of our commaorksss reported by NASDAQ, on March 12, 2015 wag 0. As of the same de
a total of 7,878,597 shares of our common stoclevissued and outstanding which were held of rebgrapproximately 1,435 shareholders.

Dividend Policy and Restrictions on the Payment dbividends

We have not previously paid cash dividends on oamroon stock. It is our current intention to invest cash flow and earnings in
growth of our businesses and, therefore, we hayaars to pay cash dividends for the foreseeatiledu

Additionally, our ability to pay dividends to ouhareholders is subject to the restrictions sethfant the California Gener
Corporation Law (the “CGCL"). The CGCL provides tlaacorporation may pay a dividend to its sharedisdf the amount of the corporatian’
retained earnings immediately prior to the divideaguals or exceeds the amount of the proposedattidi plus, if the corporation has share
preferred stock outstanding, the amount of the isthpecumulated dividends on those preferred shaites.CGCL further provides that, in-
event that sufficient retained earnings are notilava for the proposed dividend, a corporation nmeyertheless pay a dividend to
shareholders if, immediately after the dividend, Halue of its assets would equal or exceed theduts total liabilities plus, if the corporati
has shares of preferred stock outstanding, the atadithe unpaid accumulated dividends on thoséemed shares. In addition, since we &
bank holding company subject to regulation by tkddfal Reserve Board, it may become necessarysftw abtain the approval of the F
before we can pay cash dividends to our sharelmldieraddition, the loan agreement governing ow.$2nillion term loan requires us
obtain the prior approval of the lender for the payt by us of any dividends to our shareholders.

Cash dividends from our two whollywned subsidiaries, First Foundation Bank and FHesthdation Advisors, represent the princ
source of funds available to us, which we might taspay cash dividends to our shareholders or floerocorporate purposes. Since FFA
California corporation, the same dividend paymestrictions, described above, that apply to us utitde CGCL also apply to FFA. In addit
the laws of the State of California, as they pertaithe payment of cash dividends by Californs@esthartered banks, limit the amount of ft
that FFB would be permitted to dividend to us metéctly than does the CGCL. In particular, undeaifornia law, cash dividends by
California state chartered bank may not exceednincalendar year, the lesser of (i) the sum aféisincome for the year and its retainec
income from the preceding two years (after dedgcaithdividends paid during the period), or (iijgtamount of its retained earnings.

Also, because the payment of cash dividends hasftbet of reducing capital, capital requirememtposed on the Bank by the DI
and the FDIC may operate, as a practical mattepréalude the payment, or limit the amount of, cdshidends that might otherwise
permitted to be made under California law; andBO and the FDIC, as part of their supervisory p@wgenerally require insured bank
adopt dividend policies which limit the paymentcash dividends much more strictly than do applieathte laws.

Furthermore, the Loan Agreement governing the $80lilon term loan that we obtained from NexBankBS®&quires us to obtain

prior approval for the payment by us of any dividerio our shareholders. See Item 7, entitled “Man@nts Discussion and Analysis
Financial Condition and Results of Operations—Re8mvelopments and Overview” below in this report.
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Restrictions on Intercompany Transactions

Sections 23A and 23B of the Federal Reserve Acttha implementing regulations thereunder, limahgactions between a bank
its affiliates and limit a bank’s ability to tramsfto its affiliates the benefits arising from thank's access to insured deposits, the pay
system and the discount window and other benefiteeFederal Reserve System. Those Sections dkd¢hand the implementing regulatic
impose quantitative and qualitative limits on thdity of a bank to extend credit to, or engageéntain other transactions with, an affiliate (
a non-affiliate if an affiliate benefits from theahsaction).

Equity Compensation Plans

Certain information with respect to our equity cangation plans, as of December 31, 2014, is stt fioitem 12, in Part Il of th
Report and is incorporated herein by this reference

Recent Sales of Unregistered Securities

During 2013, we sold the following securities iartsactions that were exempt from the registramuirements under the Securi
Act of 1933, as amended (or Securities Act):

Sales of Common Stock:

e In March 2013, we sold an aggregate of 38,734 shafreur common stock in a private offering to t@akof 6 accredited investc
at a price of $15.00 per share in cash, which ggedrgross proceeds to us of $0.6 milli

e In December 2013, we sold issued an aggregate &18&Bares of our common stock in a private offetioga total of 3
accredited investors at a price of $18.00 per simazash, which generated gross proceeds to us.@ftillion.

The sales of these shares were made in reliantieecexemptions from registration under Section 4§2and Regulation D and R
506 promulgated under, the Securities Act. Thessalkere made solely to accredited investors exagivy officers of FFI, for which they ¢
not receive any compensation (other than reimbuesefior out-of-pocket expenses in accordance withsexpense reimbursement polici
and no general advertising or solicitations werglegred in connection with the offer or sale of #teares. The purchasers of these sl
represented their intention to acquire the sharemfrestment only, and not with a view to offersail any such shares in connection with
distribution of the shares, and appropriate restadegends were set forth in the stock purchageeaments entered into by the investors,
on the share certificates issued, in such trarcasti

Grants of Stock Options and Restricted Stobkiring 2013, we granted options to purchase ulRt600 shares of our common st
at an exercise price of $15.00 per share, and 600 shares of our common stock at an exercise pf $18.00 per share and awarded €
shares of restricted shares of our common stoekyéisting of which is contingent on the continued/ige with the Company of the recipi
over a period of three years from the date of grant

The issuance of shares on exercise of optionstendssuances of restricted shares were deemeddrenept from registration unc
the Securities Act in reliance on either Sectia®) 4{f the Securities Act, including in some cadgsgulation D and Rule 506 promulge
thereunder, or Rule 701 promulgated under Secfiibn & the Securities Act, as transactions by amés not involving a public offering
transactions pursuant to compensatory benefit pdants contracts relating to compensation as provigeter Rule 701. The purchaser:
securities in each such transaction representédititention to acquire the shares for investmamy @and not with a view to offer or sell &
such shares in connection with any distributiorihaf securities, and appropriate legends were #ffigethe share certificates and instrum
issued in such transactions.

In January 2014, we filed a registration statenm@nt~orm S8 to register, under the Securities Act, the shafesommon stoc
issuable under our Equity Incentive Plans, inclgdime shares subject to the options and the restrghares granted in 2013.

Ilte m 6. Selected Financial Data

With the exception of the certain items includedthe selected performance and capital ratios, dhewiing selected consolidat
financial information as of and for the years endBetember 31, 2014, 2013, and 2012 have been defiven our audited consolidal
financial statements appearing elsewhere in thisudhReport on Form 1K; and the selected consolidated financial infoforats of and fc
the years ended December 31, 2011 and 2010 hawedkeged from our audited consolidated financiatements not appearing in this Anr
Report on Form 10-K.
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You should read the following selected financiad aperating data in conjunction with other inforioatcontained in this Annual Rep
on Form 10-K, including the information set forththe sections entitled “Capitalization” and “Maeagents Discussion and Analysis of Finan
Condition and Results of Operationss well as our consolidated financial statementstha related notes included elsewhere in this Al
Report on Form 1@ The average balances used in computing cerimsy have been computed using daily averagespekar average equi
which is computed using the average of beginnimjeand of month balances. Our historical resultseagorth below are not necessarily indice
of results to be expected in any future periodaddition, as described elsewhere in this AnnualoRegn Form 1K, on August 15, 2012 v
consummated the acquisition of DCB. The resul@pafations and other financial data of DCB foipaltiods prior to the date of its acquisition
not included in the table below and, therefore,results and other financial data for these praiquls are not comparable in all respects to
for the periods subsequent to that acquisitioraddition, the income statement data set forth bef@my not be predictive of our future opera

results.

(In thousands, except share and per share de

Selected Income Statement Datz
Net interest incom
Provision for loan losse
Noninterest Income
Asset management, consulting and other
Other®
Noninterest expens
Income before taxe
Net income
Share and Per Share Data
Net income per shar
Basic
Diluted
Shares used in computatic
Basic
Diluted
Tangible book value per she®
Shares outstanding at end of per®
Selected Balance Sheet Dat
Cash and cash equivalel
Loans, net of deferred fe
Allowance for loan and lease loss“ALLL ")
Total asset
Noninteres-bearing deposit
Interes-bearing deposit
Borrowings®
Shareholder equity®
Selected Performance and Capital Ratios:
Return on average ass
Return on average equi
Net yield on intere-earning assel
Efficiency ratio®
Noninterest income as a % of total reven
Tangible common equity to tangible ass®
Tier 1 leverage rati
Tier 1 risl-based capital rati
Total risk-based capital rati
Other Information:
Assets under management (end of per
NPAs to total asse
Chargeoffs to average loar
Ratio of ALLL to loans®
Number of wealth management offic

As of and for the Year Ended December 3!

2014 2013 20120 2011 2010
$ 4281c $ 3567: $ 27,72¢ $ 20,14° $ 11,93
23E 2,39t 2,06t 2,297 1,70(
21,79¢ 18,24( 15,32¢ 13,21: 11,26°
2,951 1,58¢ 1,29¢ 4,48¢ 38¢
52,507 43,62: 34,47¢ 26,44t 22,40¢
14,82: 9,481 7,80¢ 9,09¢ (529)
8,39« 7,851 5,801 9,09¢ (52¢)
$ 106 $ 106 $ 08 $ 14t $ (0.09)
1.0z 1.01 0.8% 1.42 (0.0
7,737,03  7,424211 6,603,553 6,164,28  5,881,85
8,166,34. 7,742,21 6,831,95 6,393,71.  5,881,85;
$ 1266 $ 1116 $ 994 $  7.9¢ $ 6.41
7,84518. 7,73351. 7,366,121  6,166,57- 6,145,40
$ 2969: $ 5695 $ 63,10¢ $ 10,09 $ 5595
1,166,39,  903,64! 743,620 524,10 337,18
(10,15() (9,915) (8,340) (6,550) (4,210
1,355,42. 1,037,36/  830,50¢ 551,58 406,82
246,137  217,78. 131,82 66,38: 42,80:
716,817  584,25! 517,91 340,44 240,46
282,88¢  141,60. 100,00 91,00( 80,00(
99,49¢ 86,76 73,58( 49,19 39,407
0.71% 0.86% 0.8(% 1.91% (0.18%
9.1(% 10.2% 9.9% 20.7% (1.5%
3.7(% 4.06% 4.2(% 4.45% 4.2
76.(% 78.6% 77.7% 77.8% 86.5%
36.6% 35.7% 37.5% 46.£% 49 2%
7.3%% 8.3%% 8.82% 8.92% 9.65%
7.3% 8.67% 9.1%% 8.92% 8.04%
11.00  13.00% 13.6(% 13.5% 12.16%
12266 14.3(% 14.8%% 14.8(% 13.49%
$ 3,221,67. $2,594,96 $2,229,111 $1,827,43 $ 1,558,665
0.11% 0.3% 0.17% 0.0(% 0.0(%
0.0% 0.1(% 0.02% 0.05% 0.0(%
0.87% 1.1€% 1.25% 1.25% 1.250¢
7 7 6 4 2

(1) Includes the results of operations of DCB for teeiqud from the date of its acquisition on August 2612 to December 31, 201
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(2)
(3)

(4)

(5)
(6)

(7)

Amounts include $1.0 million and $3.7 million ofiga on sale of REO in 2014 and 2011, respecti

Tangible common equity, (also referred to as tdediimok value) and tangible assets, are equalroramn equity and assets, respecti
less $0.2 million of intangible assets as of Decenfil, 2014, and less $0.3 million of intangibleeds as of December 31, 2013
December 31, 201:

As a result of private offerings, we sold and iskabares of our common stock, (i) in 2013, 318,8i8ares at a price of $18.00 per st
and 38,734 shares at a price of $15.00 per shigriey 2012, 374,438 shares at a price of $15.00spare; and (iii) in 2010, 586,572 sh:
at a price of $15.00 per share. As a result ofamguisition of DCB, in 2012 we issued to the forr@&B shareholders a total of 815,
shares of our common stock, valued at $15.00 pareslin exchange for all of the outstanding shafeBCB, and in 2014, we issu
23,580 shares, valued at $15.00 per share, totheef DCB shareholders as part of a contingent ytayo 2014, we issued 84,866 shi
as a result of the exercise of stock options avamage exercise price of $11.19 per sk

Borrowings consist primarily of overnight and sl-term advances obtained by FFB from the Federal Homa@ Bank.

The efficiency ratio is the ratio of noninteresiperse to the sum of net interest income and naestténcome. The efficiency ra
excludes (i) gains on sale of REO of $1.0 millioxd 3.7 million in 2014 and 2011, respectively} ifi 2014, $1.0 million of costs relal
to a cancelled initial public offering and $1.0 loih of contingent payout expense related to thguisition of DCB; and (iii) in 2010,
$1.9 million provision for REO losse

This ratio excludes loans acquired in our acquisinf DCB, as generally accepted accounting priasim the United States, or GA/
requires estimated credit losses for acquired ltabe recorded as discounts to those lo
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ltem 7. Management’s Discussion and Analysis ofirancial Condition and Results of Operations

The following discussion and analysis is intendedatilitate the understanding and assessmenaffigiant changes and trends
our businesses that accounted for the changesriresults of operations in the year ended DecembeP@14, as compared to our result
operation in the year ended December 31, 2013yinrasults of operations in the year ended Dece®beP013, as compared to our resul
operations in the year ended December 31, 2012panfinancial condition at December 31, 2014 amgared to our financial condition
December 31, 2013. This discussion and analysiased on and should be read in conjunction withconsolidated financial statements
the accompanying notes thereto contained elsewhehis Annual Report on Form 10- In addition to historical information, this disssior
contains forwardeoking statements that involve risks, uncertastend assumptions that could cause results tor diffaterially fron
managemen$ expectations. Some of the factors that couldecaesults to differ materially from expectationg aliscussed in the sectic
entitled “Risk Factors” and “Cautionary Note RedgagdForward-Looking Statements” contained elsewlerthis Annual Report on Form 10-
K.

Critical Accounting Policies

Our consolidated financial statements are preparextcordance with generally accepted accountiimgiples in the United Stat
(“GAAP”) and accounting practices in the banking industmrt&in of those accounting policies are considemdital accounting policie
because they require us to make estimates and psomregarding circumstances or trends that cowdderially affect the value of thc
assets, such as economic conditions or trendscthédl impact our ability to fully collect our loams ultimately realize the carrying value
certain of our other assets. Those estimates asumgions are made based on current informatiofada to us regarding those econo
conditions or trends or other circumstances. Ifnges were to occur in the events, trends or otimeurostances on which our estimate
assumptions were based, or other unanticipated®waare to occur that might affect our operatiams,may be required under GAAP to ad
our earlier estimates and to reduce the carryihgegaof the affected assets on our balance shemtrally by means of charges against inc
which could also affect our results of operatiamshie fiscal periods when those charges are rezedni

Utilization and Valuation of Deferred Income TaxnBéts.We record as a “deferred tax asset’our balance sheet an amount e
to the tax credit and tax loss carryforwards andd@ductions (collectively “tax benefitsthat we believe will be available to us to offse
reduce income taxes in future periods. Under agble federal and state income tax laws and reguisititax benefits related to tax |
carryforwards will expire if they cannot be usedhin specified periods of time. Accordingly, theildyp to fully use our deferred tax as
related to tax loss carryforwards to reduce inceaxes in the future depends on the amount of texalglome that we generate during tt
time periods. At least once each year, or moreutatly, if warranted, we make estimates of futaseable income that we believe we are lil
to generate during those future periods. If we kaies on the basis of those estimates and the anobtime tax benefits available to us, that
more likely, than not, that we will be able to fulltilize those tax benefits prior to their expioat we recognize the deferred tax asset in fu
our balance sheet. On the other hand, if we coeatudthe basis of those estimates and the amouhé déx benefits available to us that it
become more likely, than not, that we will be ueatd utilize those tax benefits in full prior toeth expiration, then, we would establis
valuation allowance to reduce the deferred taxtams®ur balance sheet to the amount with respeathich we believe it is still more like
than not, that we will be able to use to offsetemtuce taxes in the future. The establishment df suvaluation allowance, or any increase i
existing valuation allowance, would be effectuata@ugh a charge to the provision for income taxtea reduction in any income tax credit
the period in which such valuation allowance isbkshed or increased.

Allowance for Loan and Lease Loss@sir ALLL is established through a provision for hosses charged to expense and m:
reduced by a recapture of previously establishssl teserves, which are also reflected in the s&ieof income. Loans are charged agains
ALLL when management believes that collectabilifyttoe principal is unlikely. The ALLL is an amoutitat management believes will
adequate to absorb estimated losses on existimg liat may become uncollectible based on an el@huaf the collectability of loans a
prior loan loss experience. This evaluation alé®santo consideration such factors as changeseimature and volume of the loan portfc
overall portfolio quality, review of specific pradsh loanscurrent economic conditions and certain other sbje factors that may affect 1
borrowers ability to pay. While we use the best informat@vailable to make this evaluation, future adjustteeo our ALLL may b
necessary if there are significant changes in aoanor other conditions that can affect the colddity in full of loans in our loan portfolio.

Adoption of new or revised accounting standakife. have elected to take advantage of the extemdasition period afforded by t
JOBS Act, for the implementation of new or revisetounting standards. As a result, we will not éguired to comply with new or revis
accounting standards that have different effealies for public and private companies until thetsedards apply to private companies o
cease to be an “emerging growtbdmpany as defined in the JOBS Act. As a resulthef election, our financial statements may nc
comparable to the financials statements of comgaha comply with public company effective dates.
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We have two business segments, “Banking” and “ltnaest Management, Wealth Planning and Consultingivealtt
Management”) Banking includes the operations of FFB and FFIS Wehlth Management includes the operations of FHAe financia
position and operating results of the stand-alooieihg company, FFI, are included under the captiother” in certain of the tables tf
follow, along with any consolidation eliminationtees.

Recent Developments and Overview

On November 25, 2014, the Company and the Bankeshiato an merger agreement with Pacific Rim BakRacific Rim, whic
provides for a merger pursuant to which (i) Padiim will be merged with and into the Bank, whichlwe the surviving bank in the mer
(ii) the Bank will succeed to all of Pacific Rimassets and liabilities, and the separate existehBacific Rim will cease, and (iii) each shaf
Pacific Rim common stock (other than any dissensihgres) will be converted into a right to receiv@95 of a share of FFI common stc
Based on the number of Pacific Rim shares that wetganding as of December 31, 2014, it is exgetttat in the merger FFI will issue a t
of 650,012 shares of its common stock to the forRamific Rim shareholders. Pacific Reieadquarters office and banking office are |a
in Honolulu, Hawaii. As of December 31, 2014, PadRim Bank reported total assets and tangibletabpf approximately $126.4 million a
$9.7 million, respectively. Consummation of thengaction is subject to the satisfaction of certainditions, including the approval of fede
and state banking regulators, the California DB Racific Rims shareholders. The merger is expected to be conated in the seco
quarter of 2015. However, there is no assuranaetkie required approvals from the bank regulasmgncies and Pacific Risi'shareholde
will be obtained. The foregoing summary of the teroh the merger agreement is not intended to beptimand is qualified in its entirety
reference to that agreement, which was attaché&Xhibit 2.1 to the Company’s Current Report on F@& filed with the SEC on Decemt
1, 2014.

In the second quarter of 2013, we entered intaarsd loan agreement with an unaffiliated lenddsdoow $7.5 million for a term
five years. In the first quarter of 2014, we entdeirdo an amendment to this loan agreement putgoamhich we obtained an additional $1
million of borrowings. This amendment did not altery of the terms of the loan agreement or the,loéirer than to increase the princ
amount and to correspondingly increase the amdutiicomonthly installments of principal and inteérpayable on the loan. In the first qua
of 2015, we entered into a second amendment tdaarsagreement pursuant to which, we obtaineddditianal $10.3 million of borrowing
bringing the outstanding balance of this loan t0.83nillion as of February 28, 2015. This seconeéadment also reduced the interest rai
this loan to 3.75% over ninety day LIBOR from 4.00%er ninety day LIBOR, extended the maturity dzftéhis loan to May 1, 2022 and m:
corresponding changes to the amount of the prihpi@aments required to be made by us on this Idais loan, as amended, is payable b
in 96 monthly installments of principal, each ir tanount of $0.25 million, plus accrued and unjaierest, commencing on April 1, 2015 :
continuing to and including April 1, 2022, with iadl installment in the amount of $8.75 millionuplall remaining accrued but unpaid inte
due and payable on May 1, 2022. We have the rigiwiever, to prepay the principal amount of the Téwan, at any time in whole or frc
time to time in part, without our having to pay gmgmium or penalty. We are required to meet geftaancial covenants during the terrr
the loan. As security for our repayment of the |oaa pledged all of the common stock of FFB tolgraler. See “Financial ConditionFerrr
Loan” below for additional information regardingshoan.

We have continued to grow both our Banking and Weslanagement operations. Comparing 2014 to 20&3hawe increased ¢
revenues (net interest income and noninterest irgdim 22%. This growth in revenues is the resuithef growth in Banking's total interest-
earning assets and the growth in Wealth Managemeastets under management (or “AUMDuring 2014, total loans and total deposit
Banking increased 29% and 20%, respectively, wihiee AUM in Wealth Management increased by $627iomillor 24% and totaled $:
billion as of December 31, 2014. The growth in AliiMludes the addition of $663 million of new acctsuand $125 million of gains realiz
in client accounts during 2014.

The results of operations for Banking and Wealtmbtgement reflect the benefits of this growth. Inednefore taxes for Banki
increased $6.0 million from $12.7 million in 20k8%18.7 million in 2014. Income before taxes foraltle Management increased $2.1 mil
from a loss before taxes of $0.7 million in 2013rtoome before taxes of $1.4 million in 2014. Onamsolidated basis, our earnings be
taxes increased $5.3 million from $9.5 million i®13 to $14.8 million in 2014. During the second rjeraof 2014, we expensed $1.0 millior
costs related to an initial public offering (“IPCtHjat we cancelled. If that IPO had been completgtier than cancelled, these costs would
been netted against the gross proceeds of théngffand not recorded as an expense.
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Results of Operations
Years Ended December 31, 2014 and 2013.

Our net income for 2014 was $8.4 million, as coragao $7.9 million for 2013. The proportional inase in net income was less t
the proportional increase in income before taxesbse of an increase in our effective tax rate figi¥ in 2013 to 43% in 2014. In 2013,
valuation allowance for deferred taxes was redumgdb2.4 million and certain credits under Califarrtex laws were eliminated at
beginning of 2014 resulting in a higher effectiag tate in 2014.

The primary sources of revenue for Banking areimtetrest income, fees from its deposits, trust imsdrance services, certain
fees, and, beginning in the second half of 201ds feharged for consulting and administrative ses/i@he primary sources of revenue
Wealth Management are asset management fees aksgst¢be balance of AUM and, up through the firalf lof 2014, fees charged
consulting and administrative services. Compensatid benefit costs, which represent the largespoment of noninterest expense accol
for 61% and 77%, respectively, of the total noniese expense for Banking and Wealth Managemend1d 2

The following tables show key operating resultsdach of our business segments for the years dbeleginber 31.:

Wealth
(dollars in thousands Banking Management Other Total

2014:
Interest incomt $ 47,39¢ $ — $ — $ 47,39¢
Interest expens 3,84« — 74C 4,58¢

Net interest incom 43,55« — (740 42,81«
Provision for loan losse 23t — — 23t
Noninterest incom 5,86¢ 19,42: (539 24,74¢
Noninterest expens 30,50¢ 17,97¢ 4,01¢ 52,50"
Income (loss) before taxes on inco $ 18,67¢ $ 1,44 $ (5,29¢) $ 14,82:
2013:
Interest incomt $ 39,18. $ — $ — $ 39,18:
Interest expens 3,28¢ — 21¢ 3,501

Net interest incom 35,89 — (219 35,67
Provision for loan losse 2,39t — — 2,39¢
Noninterest incom 3,51« 16,71t (40%) 19,82
Noninterest expens 24,30: 17,40( 1,92( 43,62:
Income (loss) before taxes on inco $ 12,71 $ (685 $ (2,549 $ 9,481

General.Income before taxes was $14.8 million in 2014 asgared to $9.5 million in 2013. This increase was tb increases
income before taxes for Banking and Wealth Manager£$6.0 million and $2.1 million, respectivelyhich were partially offset by a $:
million increase in corporate interest and noniegérexpenses. The $6.0 million increase in incomferb taxes for Banking in 2014
compared to 2013 was due to higher net interestniec higher noninterest income and a lower prorisow loan losses, which were parti
offset by higher noninterest expenses. For Weakindgement, a $0.7 million loss before taxes in 208fBoved to income before taxes of §
million in 2014 due to higher noninterest incomeishhwas partially offset by higher noninterest expes.

The increase in corporate interest and nonintesgstnses in 2014 as compared to 2013 was printréyto a $0.5 million increase
interest costs related to the higher balance oteéha loan, the expensing of $1.0 million in IPGstp $0.3 million of increased allocation:
executive compensation related to the time spertherlPO by management employees of the Bank ar®i fiflion of costs related to t
implementation of a new firm-wide client relatiofsimanagement system.
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Net Interest Incomelhe following tables set forth information regamli(i) the total dollar amount of interest incomerir interest-
earning assets and the resultant average yieltlsose assets; (ii) the total dollar amount of iasérexpense and the average rate of intere
our interest-bearing liabilities; (iii) net intetdacome; (iv) net interest rate spread; and (X)yiedd on interesearning assets for the year en
December 31:

2014 2013
Average Average Average Average
(dollars in thousands Balances Interest Yield /Rate Balances Interest Yield /Rate
Interes-earning asset:
Loans $1,016,37. $ 44,14 43/ $ 803,80¢ $ 37,91¢ 4.6%%
Securities 105,75! 2,54t 2.41% 37,32t 864 2.31%
FHLB stock, fed funds and depos 33,74¢ 713 2.11% 37,91¢ 39¢ 1.05%
Total interes-earning asse! 1,155,87 47,39¢ 4.1(% 879,05: 39,18: 4.4%
Noninteres-earning asset:
Nonperforming asse 3,581 2,77¢
Other 16,11¢ 18,87¢
Total asset $1,175,57! $ 900,70«
Interes-bearing liabilities:
Demand deposil $ 245,96¢ 1,24¢ 0.51% $ 165,73t 85€ 0.52%
Money market and saviny 148,54: 841 0.57% 99,82¢ 434 0.44%
Certificates of depos 262,07( 1,497 0.57% 279,47( 1,87¢ 0.67%
Total interes-bearing deposit 656,58( 3,58¢ 0.55% 545,03: 3,16 0.5¢%
Borrowings 192,76¢ 99¢ 0.52% 84,40¢ 34C 0.4(%
Total interes-bearing liabilities 849,34¢ 4,58¢ 0.54% 629,44. 3,507 0.5€%
Noninteres-bearing liabilities
Demand deposil 226,36 186,76(
Other liabilities 8,48¢ 7,818
Total liabilities 1,084,19 824,01
Stockholder equity 91,37¢ 76,69(
Total liabilities and equit' $1,175,57 $ 900,70:-
Net Interest Incom $ 42,81« $ 35,67«
Net Interest Rate Spre:i 3.56% 3.81%
Net Yield on Intere-earning Asset 3.7(% 4.04%

Net interest income is impacted by the volume (gearin volume multiplied by prior rate), interester (changes in rate multiplied
prior volume) and mix of interest-earning assets imterestbearing liabilities. The following table provideseeakdown of the changes in
interest income due to volume and rate changesdeet®014 as compared to 2013.

Increase (Decrease) due t Net Increase
(dollars in thousands Volume Rate (Decrease’
Interest earned ol
Loans $ 9,17¢ $ (2,956 $ 6,22
Securities 1,64¢ 35 1,681
FHLB stock, fed funds and depos (48) 362 314
Total interes-earning asse! 10,77¢ (2,559 8,211
Interest paid or
Demand deposil 40¢ a7 391
Money market and savin 252 15t 407
Certificates of depos (111 (26¢) (379
Borrowings 53¢ 12C 65€
Total interes-bearing liabilities 1,08 (10) 1,077
Net interest incom $ 9,68¢ $ (2,549 $ 7,14(
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Net interest income increased 21% from $34.8 nmilliw 2013, to $42.3 million in 2014 because of &?3hcrease in interesarning
assets, which was partially offset by a decreasmiimet interest rate spread. The decrease inghimterest rate spread from 3.87% for 20
3.56% for 2014 was due to a decrease in yield tal oterest earning assets which was partiallgeifby a decrease in rates paid on int
bearing liabilities. The yield on interest earnimgsets decreased from 4.43% to 4.10% due to agaseerin the proportion of lower yield
securities to total interest earning assets anelceedse in the yield on loans. The decrease id gielloans was due to prepayments of hi
yielding loans and the addition of loans at curmaarket rates which are lower than the currenty@ our loan portfolio. The rate on inte
bearing liabilities decreased as a decrease imatieeon interest bearing deposits was partiallgaifby an increase in the rate on borrow
The decrease in rates paid on deposits was dwsvier imarket rates while the increase in the rasés gn borrowings was primarily due to
higher proportion of borrowings being from the telman which bears interest at ninety day Libor plu8% per annum as compared to
FHLB weighted average borrowing rate of 0.15% dy2014. We realized $1.3 million and $1.1 milliom #he net recovery of mark to m.
adjustments related to payoffs of acquired loar0itd and 2013, respectively.

Provision for loan losseS.he provision for loan losses represents our détetion of the amount necessary to be charged sigéi¢
current period earnings to maintain the ALLL at a level that@sidered adequate in relation to the estimatssiek inherent in the lo
portfolio. The provision for loan losses is impakttey changes in loan balances as well as changegimated loss assumptions and chafje-
and recoveries. The amount of our provision alkeganto consideration such factors as changdseimature and volume of the loan portfc
overall portfolio quality, review of specific pradsh loans, current economic conditions and certtiirrosubjective factors that may affect
ability of borrowers to meet their repayment obligas to us. The provision for loan losses was $il2on for 2014 and $2.4 million for 201
The lower provision for loan losses in 2014 as carag to 2013 reflects reductions in estimated &ssmimptions and the lower amoun
chargeoffs. We did not recognize any chargeofthén2014, as compared to $0.8 million of charge@tognized in 2013.

Noninterest incomeNoninterest income for Banking includes fees chargeclients for trust services and deposit sesjicensultin
fees, prepayment and late fees charged on loamspgasale or REO and insurance commissions. Thewimg table provides a breakdown
noninterest income for Banking for the years endedember 31.:

(dollars in thousands 2014 2013

Trust fees $ 2,152 $ 1,78t
Consulting fee: 57€ —
Deposit charge 397 36€
Gain on sale of RE( 1,03¢ —
Prepayment fee 903 84¢
Other 79¢ 517

Total noninterest incom $ 5,86¢ $ 3,61«

The $2.4 million increase in noninterest incomeBanking in 2014 as compared to 2013 was due pilyrtarthe $1.0 million gai
on sale of REO, $0.6 million of consulting feest4 million increase in trust fees and a $0.2ianillincrease in insurance commission:
June of 2014, the foundation and family consulttjvities were transferred from Wealth ManagemerBanking and, as a result, the rel
revenues are now recognized under Banking. Theaser in trust fees is due to a 22% increase ibh AUM during 2014 and the increase
insurance commissions reflects a higher level @fdalollar cases closed in 2014 as compared to 2013

Noninterest income for Wealth Management includessfcharged to high newrth clients for managing their assets anc
providing financial planning consulting servicefieTfollowing table provides a breakdown of noniestrincome for Wealth Management
the years ended December 31:

(dollars in thousands 2014 2013
Asset management fe $ 18,90: $ 15,56(
Consulting and administration fe 53¢ 1,16¢
Other (15) 9
Total noninterest incom $ 19,42: $ 16,71¢
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The $2.7 million increase in noninterest incom&ealth Management in 2014 as compared to 2013 viaaply due to increases
asset management fees of 21% which was partidhglby a decrease in consulting and administrdden. The increases in asset manage
fees were primarily due to a 22% increase in thevhhlances used for computing the asset manageeesnin 2014, as compared to Al
balances used for computing the asset managemesitifie2013. In June of 2014, the foundation andilfaconsulting activities we
transferred from Wealth Management to Banking asd result, the related revenues are now recatjnizeer Banking.

Noninterest Expens@he following table provides a breakdown of noniest expense for Banking and Wealth Managemernthf
years ended December !

Banking Wealth Management
(dollars in thousands 2014 2013 2014 2013
Compensation and benef $ 18,69: $ 14,97 $ 13,76( $ 13,17¢
Occupancy and depreciati 5,36¢ 4,56¢ 1,81¢ 1,92
Professional services and market 2,42( 1,752 1,64t 1,53¢
Other expense 4,02¢ 3,011 75€ 76€
Total noninterest expen: $ 30,50¢ $ 24,30: $ 17,97¢ $ 17,40(

The $6.2 million increase in noninterest expensBanking in 2014 as compared to 2013 was due pilyriar increases in staffir
and costs associated with the Bankigher balances of loans and deposits and ouincamy expansion and a $1.0 million provision tethtc
contingent consideration to be paid to the forntersholders of DCB. Compensation and benefits fmkihg increased $3.7 million duri
2014 as compared to 2013 as the number of FTE mkiBg increased to 144.5 during 2014 from 123.1rdu2013 and the Bank recorded
million of severance costs. The $0.8 million in@e@n occupancy and depreciation costs for Bankirzf14 as compared to 2013 was dt
an office opening and the expansion into additimpaice at the administrative office in the secamartgr of 2013. The $0.7 million increas:
professional services and marketing was due priyntarihigher legal costs related to ongoing litigatmatters and increased management
related to the increased trust AUM. The $1.0 milliacrease in other expenses in 2014 as compar2@18 was primarily due to the $
million provision related to contingent considesatito be paid to the former shareholders of DCB.

Noninterest expenses in Wealth Management incre&6egl million in 2014 as compared to 2013 primadiye to increases
compensation and benefits. The increase in compensand benefits reflects increased incentive camsption incurred as a result of
increase in AUM.

Years Ended December 31, 2013 and 2012.
Our net income for 2013 was $7.9 million, as coragao $5.8 million for 2012. The proportional inase in net income was m
than the proportional increase in income beforesabecause of a decrease in our effective taXn@ate 26% in 2012 to 17% in 2013. In 2(

and 2012, the valuation allowance for deferredgaxas reduced by $2.4 million and $1.0 million pexgtively, resulting in lower effective t
rates as compared to a normalized income tax poovisf 42%.
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Income before taxes was $9.5 million in 2013 as gamad to $7.8 million in 2012. The following is angparison of our incon
before taxes between 2013 and 2012. The followdindes show key operating results for each of osiness segments for the years el
December 31:

Wealth
(dollars in thousands Banking Management Other Total

2013:
Interest incomt $ 39,18. $ — 3 — 3 39,18:
Interest expens 3,28¢ — 21¢ 3,501

Net interest incom 35,89 — (219 35,67+
Provision for loan losse 2,39 — — 2,39¢
Noninterest incom 3,51« 16,71¢ (405) 19,82«
Noninterest expens 24,30 17,40( 1,92( 43,62:
Income (loss) before taxes on inco $ 12,71C  $ (685 $ (2,549 $ 9,481
2012:
Interest incom $ 30,87 $ — 8 — % 30,87«
Interest expens 3,14¢ — — 3,14¢

Net interest incom 27,72¢ — — 27,72¢
Provision for loan losse 2,06t — — 2,06t
Noninterest incom 2,59¢ 14,25( (229 16,62(
Noninterest expens 18,28( 14,89¢ 1,30( 34,47¢
Income (loss) before taxes on inco $ 9,98: $ (64€) $ (1,529 $ 7,80¢

The primary sources of revenue for Banking areimtetrest income, fees from its deposits, trust isdrance services, and cer
loan fees. The primary sources of revenue for \liddlinagement are asset management fees assesbedoatance of AUM and fees char
for consulting and administrative services. Compéine and benefit costs, which represent the largemponent of noninterest expe
accounted for 62% and 76%, respectively, of thal tmbninterest expense for Banking and Wealth Mamamt in 2013.

General: As a result of an increase in income before taxesBlanking, which was partially offset by an ineain corporai
expenses, consolidated income before taxes inae®k& million in 2013 as compared to 2012. Incdméore taxes in Banking was $
million higher in 2013 as compared to 2012 as highet interest income and higher noninterest incavas partially offset by a higlr
noninterest expenses. The loss before taxes fotthViganagement for 2013 was comparable to the las2012 as increases in noninte
income were offset by increases in noninterest k@& Our operating losses in Wealth Managementageein part to our continu
investment in new relationship managers which akeyacomponent in growing our revenues. Typicaliyakes up to three years to rea
enough revenues to cover the costs associatedhivitty and retaining a new relationship managenpGmte expenses were $1.0 mil
higher in 2013 as compared to 2012 due to incresakx$ and marketing activities, increased allooatiof compensation costs from FFB
interest costs on the term loan.
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Net Interest IncomeThe following tables set forth information regamglii) the total dollar amount of interest incomernr interest-
earning assets and the resultant average yieltlsose assets; (ii) the total dollar amount of iasérexpense and the average rate of intere
our interest-bearing liabilities; (iii) net inteteicome; (iv) net interest rate spread; and (i)yield on interesearning assets for the ye
ended December 31:

2013 2012
Average Average Average Average
(dollars in thousands Balances Interest Yield /Rate Balances Interest Yield /Rate
Interes-earning asset:
Loans $ 803,80t $ 37,91¢ 4.6% $ 626,86t $ 30,55: 4.8
Securities 37,32t 864 2.31% 16,04 19z 1.2
FHLB stock, fed funds and depos 37,91¢ 39¢ 1.05% 17,34¢ 12¢ 0.7ty
Total interes-earning asse! 879,05: 39,18: 4.43% 660,25¢ 30,87+ 4.68Y
Noninteres-earning asset:
Nonperforming asse 2,77¢ 1,232
Other 18,87¢ 12,63:
Total asset $ 900,70« $ 674,12.
Interes-bearing liabilities:
Demand deposil $ 165,73t 85€ 0.52% $ 43,77¢ 251 0.5¢y
Money market and saviny 99,82¢ 434 0.44% 92,40: 51€ 0.5€¥
Certificates of depos 279,47( 1,87 0.67% 283,67 2,151 0.7€¢
Total interes-bearing deposit 545,03: 3,16 0.5¢% 419,85 2,91¢ 0.7
Borrowings 84,40¢ 34C 0.4(% 99,25 227 0.2%Y
Total interes-bearing liabilities 629,44: 3,507 0.5€% 519,11 3,14¢ 0.61¥
Noninteres-bearing liabilities
Demand deposil 186,76( 92,64
Other liabilities 7,818 4,97(
Total liabilities 824,01 616,72"
Stockholder equity 76,69( 57,39’
Total liabilities and equit $ 900,70« $ 674,12.
Net Interest Incom $ 35,67 $ 27,72¢
Net Interest Rate Spre:i 3.81% 4.07Y
Net Yield on Intere-earning Asset 4.04% 4.2(¥

Net interest income is impacted by the volume (gearin volume multiplied by prior rate), interester (changes in rate multiplied
prior volume) and mix of interest-earning assets imterestbearing liabilities. The following table provideseeakdown of the changes in
interest income due to volume and rate changesdeet®013 as compared to corresponding period i8.201

Increase (Decrease) due t Net Increase
(dollars in thousands Volume Rate (Decrease’
Interest earned ol
Loans $ 8,37: $ (1,007 $ 7,36¢
Securities 39¢ 27¢ 671
FHLB stock, fed funds and depos 201 69 27C
Total interes-earning asse! 8,97( (663) 8,30
Interest paid or
Demand deposil 634 (29) 60=
Money market and savin 39 (127) (82)
Certificates of depos (32) (242) (274)
Borrowings (38) 151 11z
Total interes-bearing liabilities 603 (2417) 362
Net interest incom $ 8,367 $ (422) $ 7,94¢
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Net interest income increased 29% from $27.7 millio 2012 to $35.7 million in 2013 because of a 3B&6ease in interegarning
assets and because we realized $1.1 million ofdstencome in 2013 on the net recovery of marknéwket adjustments related to payoff
acquired loans, which were partially offset by @rdase in our net interest rate spread. Excludiiggrtet recovery, the yield on total interest
earning assets would have been 4.34%, the neestteate spread would have been 3.78% and theigldton interesearning assets wot
have been 3.94% in 2013. Excluding the net recowargcquired loans, the decrease in the net intexesspread from 4.07% in 2012 to 3.¢
in 2013 was due to a decrease in yield on totar@st-earning assets which was partially offsea lsjecrease in rates paid on intetssding
liabilities. The decrease in yield on interestning assets reflected the decrease in inteatet m the overall market, prepayments of hi
yielding loans, and an increase in the proportiblower yielding securities and deposits to totderes-earning assets. The decrease in rat
interestbearing liabilities from 0.61% in 2012 to 0.56%26013 was due to decreases in market interest oateleposits which were partie
offset by increased borrowing costs related torgsteon the FFI term loan.

Provision for loan lossesthe provision for loan losses represents our detetion of the amount necessary to be charged s
current periods earnings to maintain the ALLL at a level that@nsidered adequate in relation to the estimatsesek inherent in the lo
portfolio. The provision for loan losses is impakttey changes in loan balances as well as changedimated loss assumptions and chafje-
and recoveries. The amount of our provision alkeganto consideration such factors as changdseimature and volume of the loan portfc
overall portfolio quality, review of specific pradsh loans, current economic conditions and certtierosubjective factors that may affect
ability of borrowers to meet their repayment obligas to us. The provision for loan losses was $&illon for 2013 and $2.1 million for 201
The increase in the provision for loan losses ih®8s compared to 2012 was the result of higher l@dances and a $0.5 million increas
charge-offs which were partially offset by redungdn estimated loss assumptions.

Noninterest incomerhe following table provides a breakdown of noniagt income for Banking for the years ended Decer@be

(dollars in thousands 2013 2012
Trust fees $ 1,78t $ 1,17¢
Deposit charge 36€ 142
Prepayment fee 84¢€ 77¢
Other 517 507
Total noninterest incom $ 3,51¢ $ 2,59¢

The $0.9 million increase in noninterest incomeBanking in 2013, as compared to 2012 was due pifirta higher trust fees. Tl
increase in trust fees reflects the continuing ghoef the trust operations as evidenced by thedri¢gwvel of trust AUM, which has increase!
$341 million as of December 31, 2013.

Noninterest income for Wealth Management includessfcharged to high newrth clients for managing their assets anc
providing financial planning consulting services,veell as fees for administration services proviteethmily foundations and private charite
organizations. The following table provides a bdgkn of noninterest income for Wealth ManagementHe years ended December 31

The following table provides a breakdown of nonies income for Wealth Management for the yeargdridkecember 31;

(dollars in thousands 2013 2012
Asset management fe $ 15,56( $ 12,98
Consulting and administration fe 1,164 1,341
Other (9 (74)
Total noninterest incom $ 16,71 $ 14,25(

The $2.5 million increase in noninterest incom&lealth Management in 2013, as compared to 2012wemrily due to increases
asset management fees of 20%. That increase wasrfyi due to the 19% increase in the AUM balanassed for computing the as
management fees in 2013 as compared to 2012.
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Noninterest Expens&he following table provides a breakdown of noniagt expense for Banking and Wealth Managementht
years ended December !

Banking Wealth Management
(dollars in thousands 2013 2012 2013 2012
Compensation and benef $ 1497. $ 11,20¢ $ 13,17¢ $ 11,67
Occupancy and depreciati 4,56¢ 3,65¢ 1,92 1,39:
Professional services and market 1,752 1,00( 1,53¢ 1,17¢
Other expense 3,017 2,41¢ 76€ 651
Total noninterest expen: $ 24,30: $ 18,28( $ 17,400 $ 14,896

The $6.0 million increase in noninterest expens@amking during 2013 as compared to 2012 was direapity to increases
staffing and costs associated with F&EBigher balances of loans and deposits and ouincamg expansion, including the DCB Acquisitior
August 2012. Compensation and benefits for Bankimgeased $3.8 million during 2013 as compared 2842he number of fulime
equivalent employees, (“FTEW Banking increased to 123.1 during 2013 from &ging 2012. The $0.9 million increase in occupgaanc
depreciation costs for Banking during 2013 as caegbéo 2012 was due to the four additional offibegg open at some time during 201
compared to 2012 and the expansion into additispate at the administrative office in the secondrigu of 2013. Those increases v
partially offset by reduced operating system coslating to $0.6 million of costs incurred in 2042 part of FFBS conversion to a new ct
processing system. Professional services and niagkfdr Banking, which includes costs for legalcaignting, consulting and informati
technology services, as well as management feestpdtFA for providing asset management services-fB’s trust clients, increased $
million during 2013 as compared to 2012. This iase was due primarily to additional consulting deghl costs incurred in relation
strategic activities of FFB and an increase in tassmmagement fees related to trust clients. Otkperses for Banking, which include oft
related costs, FDIC and other regulatory assessméinector fees, insurance costs, loan relate@resgs, employee reimbursements and
expenses, increased 0.6 million during 2013 as emeapto 2012. This increase was primarily due $98 million charge to REO reserve:!
2013 and $0.1 million increases in employee reimbunents and in loan related expenses, both of wieh related to our continued growth.

The $2.5 million increase in noninterest expens&\i@alth Management during 2013 as compared to 2d primarily due {
increases in staffing and costs associated withcomtinuing expansion and growth. Compensation lbeefits for Wealth Managem
increased $1.5 million during 2013 as comparedit22as the number of FTE in Wealth Management &sere to 53.4 during 2013 from 4
during 2012. The $0.5 million increase in occupaany depreciation costs for Wealth Management du2biL3 as compared to 2012 was
to additional offices being open during all or atmm of 2013 as compared to 2012 and $0.2 mildbeosts incurred related to an upgrad
our asset management operating system. Professienétes and marketing for Wealth Management, whricludes costs for legal, accoun
and information technology services, as well asiménng referral fees paid to third parties, incexh$0.4 million during 2013 as compare
2012. This $0.4 million increase was due primatilyhigher referral fees related to the increasegtananagement fees and higher recrc
fees paid related to the increase in staffing duéi13. Other expenses for Wealth Management, whidhde office related costs, insura
costs and employee reimbursements did not chaggéisantly in 2013 as compared to 2012.

47




Financial Condition

The following table shows the financial positiom &ach of our business segments, and of FFI andneltion entries used to arrive
our consolidated totals which are included in tbkeioin labeled Other, at December 31:

Wealth Other and
(dollars in thousands Banking Management Eliminations Total

2014:
Cashand cash equivalen $ 29,58¢ $ 3,75C % (3,649 $ 29,69:.
Securities AF¢ 138,27( — — 138,27(
Loans, ne 1,156,02 221 — 1,156,24
Premises and equipme 1,53¢ 54¢ 10C 2,18
FHLB Stock 12,36 — — 12,36:
Deferred taxe 9,19¢ 601 (49 9,74¢
REO 334 — — 334
Other asset 4,82 50C 1,26: 6,59(
Total asset $ 1,352,13 $ 562( $ (2,329 $ 1,355,422
Deposits $ 97231¢ $ — 3 (9,365 $ 962,95:
Borrowings 263,00( — 19,88¢ 282,88t
Intercompany balance 1,28 73 (1,360 —
Other liabilities 6,35- 2,48¢ 1,25( 10,08t¢
Shareholder equity 109,17 3,061 (12,740 99,49¢
Total liabilities and equit $ 1,352,13 $ 562( $ (2,329 $ 1,355,442

2013:
Cash and cash equivale $ 56,79F $ 2,13 % (1,979 $ 56,95«
Securities AF¢ 59,11: — — 59,11:
Loans, ne 893,36:- 36¢€ — 893,73(
Premises and equipme 2,28¢ 863 10C 3,24¢
FHLB Stock 6,721 — — 6,721
Deferred taxe 11,42¢ 86& (239) 12,05:
REO 37t — — 37t
Other asset 3,84( 717 611 5,16¢
Total asset $ 1,03391L $ 494t $ (1,50) $ 1,037,36
Deposits $ 809,30t $ — 3 (7,269 $ 802,03
Borrowings 134,00( — 7,06: 141,06:
Intercompany balance 857 24¢ (1,209 —
Other liabilities 4,01¢ 2,59( 89C 7,49¢
Shareholder equity 85,73’ 2,107 (1,087) 86,76:
Total liabilities and equit $ 1,033,911 $ 494 $ (1,509 $ 1,037,36!

2012:
Cash and cash equivale $ 62,96¢ $ 1,898 % (1,752 $ 63,10¢
Securities AF¢ 5,81: — — 5,81
Loans, ne 734,77 50¢ — 735,28
Premises and equipme 1,661 657 66 2,38¢
FHLB Stock 8,50( — — 8,50(
Deferred taxe 8,73¢ 981 34C 10,05¢
REO 65C — — 65C
Other asset 3,50¢ 63€ 56& 4,717
Total asset $ 826,61 $ 4,680 $ (781) $ 830,50
Deposits $ 65367 $ — 3 (3,930 $ 649,74:
Borrowings 100,00( — — 100,00(
Intercompany balance 1,45] 20t (1,65€) —
Other liabilities 3,30: 2,16¢ 1,71¢ 7,18¢
Shareholder equity 68,18t¢ 2,301 3,081 73,58(
Total liabilities and equit $ 826,61 $ 4680 $ (781) $ 830,50
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Our consolidated balance sheet is primarily affédig changes occurring in our Banking operation®asWealth Manageme
operations do not maintain significant levels afeds. Banking has experienced and is expectedntinae to experience increases in its 1
assets as a result of our growth strategy.

During 2014, total assets for the Company and thekBncreased by $318 million. For the Bank, durk@i4, loans increased
$263 million, deposits increased by $163 millioasle and cash equivalents decreased by $27 midlerurities AFS increased by $79 mill
and FHLB advances increased by $129 million. Boingw at FFI increased by $13 million during 2014uring 2013, total assets for
Company and FFB increased by $207 million. For FiBjng 2013, loans and deposits increased $1@dménd $156 million, respective
cash and cash equivalents decreased by $6 miiecyrities AFS increased by $53 million and FHLBattes increased by $34 milli
Borrowings at FFI increased by $7 million duringl20

Cash and cash equivalents, certificates of depmoit securitiesCash and cash equivalents, which primarily consigtinds held ¢
the Federal Reserve Bank or at correspondent bardhsding fed funds, decreased by $27 million dgr2014. Changes in cash equivalent:
primarily affected by the funding of loans, invesims in securities, and changes in our sourceardiifig: deposits, FHLB advances and
borrowings. As the Company has increased its sgesiportfolio for liquidity purposes, it has bealle to reduce the amount of cash held ¢
balance sheet.

Securities available for sal@he following table provides a summary of the Comp®AFS securities portfolio at December 31:

Amortized Gross Unrealized Estimated
(dollars in thousands Cost Gains Losses Fair Value
2014:
US Treasury securit $ 30C $ — 3 — 3 30c
FNMA and FHLB Agency note 10,49¢ — (219) 10,277
Agency mortgag-backed securitie 125,94« 1,881 (132 127,69:
Total $ 136,740 $ 1,881 $ (35)) $ 138,27(
2013:
US Treasury Securitie $ 30C $ — 3 — 3 30C
FNMA and FHLB Agency note 10,49¢ — (71€) 9,78(
Agency mortgag-backed securitie 50,98 30 (1,987) 49,03:
Total $ 61,77¢ $ 3C $ (2,699 $ 59,11:
2012:
US Treasury Securitie $ 30C $ — 3 — 3 30C
FHLB Agency note 5,51 — — 5,51%
Agency mortgag-backed securitie — — — —
Total $ 581 $ — 3 — 3 5,81

The US Treasury Securities are pledged as collatethe State of California to meet regulatoryuieements related to FFB'trus

operations.
The $79 million increase in AFS Securities refléobeir actions to increase our on-balance sheetssuaf liquidity.

The scheduled maturities of securities AFS, othantagency mortgage backed securities, and thedehleighted average yield is
follows as of December 31, 2014:

Less than 1 Through 5 Through After
(dollars in thousands 1 Year 5 years 10 Years 10 Years Total
Amortized Cost
US Treasury securitie $ — 3 30 $ — 3 — 3 30C
FNMA and FHLB Agency note — — 10,49¢ — 10,49¢
Total $ — $ 30C $ 10,49¢ % — $ 10,79
Weighted average yiel 0.0(% 0.45% 1.78% 0.0(% 1.74%
Estimated Fair Value
US Treasury securitie $ — 3 30C $ — 3 — 3 30c
FNMA and FHLB Agency note — — 10,27; — 10,27
Total $ — 3 30 $ 10277 % — $ 10,57
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Agency mortgage backed securities are excluded fhenabove table because such securities are raitdusingle maturity date. 1
weighted average yield of the agency mortgage lthskeurities as of December 31, 2014 was 2.48%.

Loans.The following table sets forth our loans, by loategory, as of December 31:

(dollars in thousands 2014 2013 2012 2011 2010
Recorded investment balan:
Loans secured by real este
Residential propertie:
Multifamily $ 481,49. $405,98: $367,41: $320,05. $196,05¢
Single family 360,64« 227,09t 155,86« 85,22t 44,28:
Total real estate loans secured by residentialgrtigs 842,13} 633,08( 523,27t 405,27¢ 240,34(
Commercial propertie 205,32(  154,98. 132,21° 75,54: 57,63
Land 4,30¢ 3,79¢ 7,57¢ — —
Total real estate loar 1,051,76. 791,85t 663,06¢ 480,82. 297,97:
Commercial and industrial loal 93,53] 93,25 67,92( 35,377  30,69¢
Consumer loan 21,12°¢ 18,48: 12,58¢ 8,012 8,58
Total loans 1,166,421  903,59! 743,57 542,21( 337,25:
Premiums, discounts and deferred fees and exp (34) 50 54 (107) (72)
Total $ 1,166,39. $903,64! $743,62° $524,10: $337,18(

The $263 million increase in loans during 2014 wesresult of loan originations and funding of ¢rig credit commitments of $5
million, offset by $241 million of payoffs and sehded principal payments. The $160 million increaséans during 2013 was the resul
loan originations and funding of existing creditnomitments of $353 million, offset by $193 milliorf payoffs and scheduled princi
payments.

The scheduled maturities, as of December 31, 20flthe performing loans categorized as land loauasas commercial and indust
loans, are as follows:

Loans With a Schedulec

Scheduled Maturity Maturity After One Year

Due After One
Due in One Year o1 Year Through Due After Loans With Loan With
(dollars in thousands Less Five Years Five Years Fixed Rates Adjustable Rates
Land loans $ 65 $ — 3 1,42¢ $ 64 $ 781
Commercial and industrial loau $ 55,30 $ 20,82¢ $ 17,067 $ 29,76¢ $ 8,12¢

Deposits: The following table sets forth information with pext to our deposits and the average rates paideposits, as
December 31.:

2014 2013 2012
Weighted Weighted Weighted
(dollars in thousands Amount Average Rate Amount Average Rate Amount  Average Rate
Demand deposit:

Noninteres-bearing $ 246,13 — $217,78: — $131,82°
Interes-bearing 291,50¢ 0.502% 217,12¢ 0.504% 103,08t! 0.55¢8%
Money market and savin 171,95t 0.626% 121,26( 0.49%%  91,27¢ 0.488%
Certificates of deposit 253,35( 0.61%% 245,86t 0.606% 323,55 0.73%%
Total $ 962,95: 0.427% $ 802,03 0.39¢% $ 649,74: 0.522%

The $163 million and $152 million increases in dgfduring 2014 and 2013, respectively, reflebes organic growth of o

Banking operations.
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During 2014, deposit market rates, which were déudlj in prior years, have been stable. As a resiudt,weighted average rate
interestbearing deposits, which had decreased from 0.65Peeémber 31, 2012 to 0.55% at December 31, 20t8ased slightly to 0.57'
while the weighted average interest rates of hutirést-bearing and noninterdstaring deposits, which decreased from 0.52% a¢Dber 31
2012, to 0.40% at December 31, 2013, increased4®?® at December 31, 2014. As the company contitmggow, it has emphasized
money market products and has offered increased ot promotional products to attract new depdisints.

The maturities of our certificates of deposit 008000 or more were as follows as of December 3142

(dollars in thousands

3 months or les $ 83,83
Over 3 months through 6 mont 70,33¢
Over 6 months through 12 moni 57,50"
Over 12 month: 28,38t

Total $ 240,06:

FFB utilizes a third party program called CDARs etiallows FFB to transfer funds of its clients kcess of the FDIC insurar
limit (currently $250,000) to other institutionséxchange for an equal amount of funds from cliefithese other institutions. This has allo
FFB to provide FDIC insurance coverage to its ¢ier\s of December 31, 2014 FFB held $76.6 milladnCDARs deposits. Under cert.
regulatory guidelines, these deposits are congiderekered deposits. As of December 31, 2014, FiEBndt have any other brokel
certificates of deposit.

Borrowings:At December 31, 2014, our borrowings consisted2&3$million of overnight FHLB advances at FFB an$i2® millior
term loan at FFI. At December 31, 2013, our borngsiconsisted of $134 million of overnight FHLB adees at FFB and a $7 million te
loan at FFI. These FHLB advances were paid inifuthe early parts of January 2015 and January 2@&kpectively. Because FFB utili;
overnight borrowings, the balance of outstandingdwings fluctuates on a daily basis. The weigtdgdrage interest rate on these overi
borrowings was 0.15% for both 2014 and 2013. Trexaye balance of overnight borrowings was $175anildluring 2014, as compared to
million during 2013. The maximum amount of shortiteFHLB advances outstanding at any moaitid- during 2014, and 2013, was $
million, and $134 million, respectively.

Term Loanln the second quarter of 2013, we entered intacarse loan agreement with an unaffiliated lenddvsdoow $7.5 milliol
for a term of five years. In the first quarter df12, we entered into an amendment to this loaneageat pursuant to which we obtainec
additional $15.0 million of borrowings. This amengimh did not alter any of the terms of the loan agrent or the loan, other than to incre
the principal amount and to correspondingly inceetfi® amount of the monthly installments of priatiand interest payable on the loan. Ir
first quarter of 2015, we entered into a secondraiment to this loan agreement pursuant to whichpbtained an additional $10.3 million
borrowings, bringing the outstanding balance o than to $30.0 million as of February 28, 201%isTsecond amendment also reduces
interest rate on this loan to 3.75% over ninety dBBOR from 4.00% over ninety day LIBOR, extendée tmaturity date of this loan to May
2022 and made corresponding changes to the ambthe principal payments required to be made bgruthis loan. This loan, as amende
payable by us in 96 monthly installments of pritjpeach in the amount of $0.25 million, plus aecr@nd unpaid interest, commencing
April 1, 2015 and continuing to and including Aptil 2022, with a final installment in the amount$&:.75 million, plus all remaining accrt
but unpaid interest, due and payable on May 1, 2022have the right, however, to prepay the priaicgmount of the Term Loan, at any ti
in whole or from time to time in part, without obaving to pay any premium or penalty. We have geeldall of the common stock of FFE
the lender as security for the performance of @aynpent and other obligations under the loan agraeniée loan agreement obligates u
meet certain financial covenants, including théofeing:

e aTier 1 capital (leverage) ratio at FFB of at tea8% at the end of each calendar qua
e atotal risl-based capital ratio at FFB of not less than 10.0%eaend of each calendar quar

e aratio at FFB of nonperforming assets to net taegtapital, as adjusted, plus our ALLL, of not eadhan 40.0% at the end
each calendar quarte

e aratio at FFB of classified assets to tier 1 @pjtlus our ALLL, of no more than 50.0% at the efi@ach calendar quarts

e a consolidated fixed charge coverage ratio of mes Ithan 1.50 to 1.0, measured quarterly for thmediately preceding :
months; anc

e minimum liquidity at all times of not less than @million.
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As of December 31, 2014, we were in compliance \althof those financial covenants and we expedbdéan compliance for tl
foreseeable future.

The loan agreement also prohibits FFI (but not FEFB-FA) from doing any of the following without tHenders prior approva
(i) paying any cash dividends to our sharehold@isincurring any other indebtedness, (iii) grangtiany security interests or permitting
imposition of any liens, other than certain peretttiens, on any of FR’ assets, or (iv) entering into significant mergeracquisitiol
transactions outside of our banking operations. [dae agreement provides that if we fail to payipal or interest when due, or we comn
breach of any of our other obligations or covenamtthe loan agreement, or certain events occuratieersely affect us, then, unless we
able to cure such a breach, we will be deemed to liefault of the loan agreement and the lenddir eicome entitled to require us
immediately pay in full the then principal amourtitamd all unpaid interest on the loan. If in angls®vent we fail to repay the loan anc
accrued but unpaid interest, then the lender wbaltbme entitled to sell our FFB shares which welge#d as security for the loan in orde
recover the amounts owed to it.

Delinquent Loans, Nonperforming Assets and Provisiofor Credit Losses

Loans are considered past due following the datenveither interest or principal is contractuallyedand unpaid. Loans on which
accrual of interest has been discontinued are dat#d as nonaccrual loans. Accrual of interesband is discontinued when reasonable ¢
exists as to the full, timely collection of intetes principal and, generally, when a loan becoomgractually past due for 90 days or more
respect to principal or interest. However, the aatof interest may be continued on a waslkured loan contractually past due 90 days or
with respect to principal or interest if the loanim the process of collection or collection of gréencipal and interest is deemed probable.
following tables provide a summary of past due aodaccrual loans as of December 31:

Past Due and Still Accruing Total Past
90 Days Due and
(dollars in thousands 3C-59 Days 60-89 Days or More Nonaccrual Nonaccrual Current Total
2014:
Real estate loan
Residential propertie $ — 3 — 3 —  $ — $ — $ 842,13t $ 842,13
Commercial propertie — 80¢& 20C 59¢€ 1,601 203,71¢ 205,32
Land — — 651 — 651 3,65¢ 4,30
Commercial and industrial loa 2,092 28¢ 70C 34z 3,42: 90,11« 93,53
Consumer loan — — 637 163 80C 20,32t 21,12
Total $ 209 $ 1,092 % 2,18¢ $ 1,101 $ 6,47 $ 1,159,95 $ 1,166,42
Percentage of total loal 0.1&% 0.0¢% 0.1%% 0.0¢% 0.56%
2013:
Real estate loan
Residential propertie $ — —  $ — 182( $ 182 $ 631,26( $ 633,08
Commercial propertie — — 417 59¢ 1,01t 153,96 154,98
Land — — 1,48( — 1,48( 2,31¢ 3,79
Commercial and industrial loal — 2,744 1,31t 344 4,40: 88,85 93,25
Consumer loan — — — 132 132 18,352 18,48
Total $ — $ 274 % 3,21z $ 2894 $ 8,85( $ 894,748 $ 903,59
Percentage of total loal 0.0(% 0.3(% 0.36% 0.32% 0.9&%
2012:
Real estate loan
Residential propertie $ — —  $ — % 14¢  $ 14€ $ 523,13( $ 523,27
Commercial propertie 2,012 — — — 2,012 130,20! 132,21
Land — — 3,16¢ 524 3,69z 3,88: 7,57
Commercial and industrial loa 1,18¢ 1,11z 11 97 2,40¢ 65,51 67,92
Consumer loan — 147 — — 147 12,43¢ 12,58
Total $ 3200 $ 126( $ 3,18( $ 767 $ 8407 $ 73516t $ 743,57
Percentage of total loa 0.43% 0.17% 0.42% 0.1(% 1.12%

As of December 31, 2011, the Company had $0.5anilbf loans 30 to 59 days past due which reprededitt0% of total loar
outstanding. The Company did not have any loams 60 days past due as of December 31, 2011. dhepény did not have any loans c
30 days past due as of December 31, 2010.
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The Company did not have any loans classified ascwual as of December 31, 2011 and Decembel030, 2

The level of delinquent loans and nonaccrual Idamge been adversely impacted by the loans acqinreth acquisition. As
December 31, 2014, of the $3.3 million in loansr®@ days past due, including loans on nonaccfia8 million, or 54% were loans acqui
in an acquisition. As of December 31, 2014, the Gany had two loans with a balance of $0.5 millitassified as troubled debt restructuri
(“TDR") and as of December 31, 2013, the Company had amewih a balance of $0.1 million classified asZRT all of which are include
as nonaccrual in the table above.

The following is a breakdown of our loan portfobig the risk category of loans at December 31:

Special
(dollars in thousands Pass Mention Substandard Impaired Total
2014:
Real estate loan
Residential propertie $ 84153t $ 554 $ — 3 43 $ 842,13
Commercial propertie 198,11. 1,26¢ 20C 5,74 205,32
Land 4,30¢ — — — 4,30¢
Commercial and industrial loa 81,06% 5,27¢ 1,55¢ 5,63t 93,531
Consumer loan 20,96 — 47 11€ 21,12¢
Total $ 1,14598 $ 7,09¢ $ 1,80¢ $ 11,53¢ $ 1,166,42
2013:
Real estate loan
Residential propertie $ 630,83 $ — 3 — 3 2,248 $ 633,08
Commercial propertie 150,05: — 4,10¢ 821 154,98:
Land 2,31« — 1,48( — 3,79¢
Commercial and industrial loau 88,16¢ 43 2,047 2,99¢ 93,25¢
Consumer loan 18,30¢ — 17& — 18,48¢
Total $ 889,67 $ 43 $ 781C $ 6,066 $ 903,59
2012:
Real estate loan
Residential propertie $ 519,28t $ — 3 1,731 $ 2,257 $ 523,27t
Commercial propertie 127,80: — 4,414 — 132,21
Land 3,81¢ — 3,21« 542 7,57°F
Commercial and industrial loa 62,00( 88¢ 2,29 2,73¢€ 67,92(
Consumer loan 12,38 127 71 — 12,58¢
Total $ 72529 $ 1,01¢ $ 11,728 $ 563t $ 743,57.
2011:
Real estate loan
Residential propertie $ 402,63( $ 291 $ — 3 2,35¢ $ 405,27
Commercial propertie 75,54 — — — 75,54
Commercial and industrial loal 31,627 3,75( — — 35,371
Consumer loan 7,86( 152 — — 8,01~
Total $ 517,65¢ $ 4,19 $ — 3 2,35¢ $ 524,21
2010:
Real estate loan
Residential propertie $ 24034( % — 3 — — $ 240,34
Commercial propertie 57,63: — — — 57,63:
Commercial and industrial loa 26,74 3,721 — 232 30,69¢
Consumer loan 8,40: 17¢ — — 8,58:
Total $ 333,11¢ $ 3,90 $ — 3 23z $ 337,25
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We consider a loan to be impaired when, based gpaent information and events, we believe thas probable that we will be
unable to collect all amounts due according todtetractual terms of the loan. We measure impaitrasimg either the present value of the
expected future cash flows discounted at the loefféctive interest rate, or the fair value of fireperties collateralizing the loan. Impairment
losses are included in the allowance for loan kdkeough a charge to provision for loan lossegugtthents to impairment losses due to
changes in the fair value of the property colldizireg an impaired loan are considered in computimg provision for loan losses. Loans
collectively reviewed for impairment include allalos except for loans which are individually reviewmigased on specific criteria, such as
delinquency, debt coverage, adequacy of collaterdlcondition of property collateralizing the loalmpaired loans include nonaccrual loans
(excluding those collectively reviewed for impainmtig certain restructured loans and certain periiognioans less than ninety days delinquen
(“other impaired loans”) which we believe are rikély to be collected in accordance with contractaems of the loans.

In 2012, we purchased loans, for which there wiaacquisition, evidence of deterioration of cregliglity since origination and it w
probable, at acquisition, that all contractuallguied payments would not be collected. The cagyimount of these purchased credit imps
loans is as follows at December 31:

(dollars in thousands 2014 2013
Outstanding principal balanc
Loans secured by real este

Commercial propertie $ 20€ $ 5,54:
Land — 2,331
Total real estate loar 20€ 7,87
Commercial and industrial loal 200z 2,48¢
Consumer loan 24¢ 26(
Total loans 2,457 10,62
Unaccreted discount on purchased credit impairadd (657) (2,94
Total $ 1,80¢ $ 7,67¢
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Allowance for Loan Losse$he following table summarizes the activity in @lrLL for the year ended December 31:

Beginning Provision for Ending
(dollars in thousands Balance Loan Losses Charge-offs Recoveries Balance
2014:
Real estate loan
Residential propertie $ 6,157 $ 42¢ % — 3 — 3 6,58¢
Commercial properties / lar 1,44( 86 — — 1,52¢
Commercial and industrial loa 2,14¢ (252) — — 1,89
Consumer loan 16¢ (28) — — 141
Total $ 9,91t $ 23t 3 — 3 — $ 10,15(
2013:
Real estate loan
Residential propertie $ 4,358 % 1,80: $ — 3 — 3 6,157
Commercial properties / lar 93€ 561 (57 — 1,44(
Commercial and industrial loa 2,841 71 (769 — 2,14¢
Consumer loan 20¢ (39 — — 16¢
Total $ 8,34( $ 2,39t $ (820) $ — 3 9,91¢
2012:
Real estate loan
Residential propertie $ 3,98, 3 64€ $ (27%) $ — 3 4,35¢
Commercial properties / lar 1,21¢ (282) — — 93¢
Commercial and industrial loal 1,104 1,73 — — 2,841
Consumer loan 244 (36) — — 20¢
Total $ 6,55( $ 2,06t $ (275 $ — 3 8,34(
2011:
Real estate loan
Residential propertie $ 2,18t $ 152¢ % — 3 27t $ 3,98¢
Commercial propertie 90C 31¢ — — 1,21¢
Commercial and industrial loa 95k 381 (232 — 1,104
Consumer loan 17C 74 — — 244
Total $ 421C $ 2297 $ (232) $ 27 $ 6,55(
2010:
Real estate loan
Residential propertie $ 1,37¢  $ 80€ $ — 3 — 3 2,18t
Commercial propertie 33¢ 567 — — 90C
Commercial and industrial loal 413 542 — — 95t
Consumer loan 38¢ (215) — — 17C
Total $ 251C $ 1,70C $ — $ — 3 4,21(

Excluding the loans acquired in an Acquisition @my related allocated ALLL, our ALLL as a percerdagf total loans was 0.87
and 1.16% as of December 31, 2014, and Decemb@033, respectively.

The amount of the ALLL is adjusted periodically blyarges to operations (referred to in our inconagestent as theptovision fo
loan losses”) (i) to replenish the ALLL after ithbeen reduced due to loan write-downs or chaffge<ii) to reflect increases in the volume
outstanding loans, and (iii) to take account ofngfes in the risk of potential loan losses duedetarioration in the condition of borrowers o
the value of property securing ngretsforming loans or adverse changes in economidittons. The amounts of the provisions we mak
loan losses are based on our estimate of lossas ilban portfolio. In estimating such losses, v8e economic and loss migration models
are based on bank regulatory guidelines and ingssémdards, and our historical chaajéexperience and loan delinquency rates, locd
national economic conditions, a borroveegbility to repay its borrowings, and the valueaof/ property collateralizing the loan, as wella
number of subjective factors. However, these ddtetions involve judgments about changes and trémdsirrent economic conditions ¢
other events that can affect the ability of borrosv® meet their loan obligations to us and a wirighamong the quantitative and qualita
factors we consider in determining the sufficierafythe ALLL. Moreover, the duration and anticipateffects of prevailing econorn
conditions or trends can be uncertain and can feetefl by a number of risks and circumstancesdtabutside of our contrdff changes i
economic or market conditions or unexpected suls®qgevents were to occur, or if changes were madeabk regulatory guidelines
industry standards that are used to assess thieisnéfy of the ALLL, it could become necessary for to incur additional, and possi
significant, charges to increase the ALLL, whichulkbhave the effect of reducing our income.
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In addition, the FDIC and the DBO, as an integeat pf their examination processes, periodicallyje® the adequacy of our ALL
These agencies may require us to make additionalgions for loan losses, over and above the pimvisthat we have already made, the e
of which would be to reduce our income.

The following table presents the balance in the Bland the recorded investment in loans by impaitmegthod at December 31:

(dollars in thousands Allowance for Loan Losses Unacc(;eted
Evaluated for Impairment Purchased Co(r:nrr?ogent
Individually Collectively Impaired Total Other Loans
2014:
Allowance for loan losse!
Real estate loan
Residential propertie $ — $ 6,58¢ $ — $ 6,58¢ $ 2€
Commercial propertie 26 1,50(C — 1,52¢ 19¢
Land — — — — 4
Commercial and industrial loa 68¢€ 1,211 — 1,897 45
Consumer loan — 141 — 141 —
Total $ 71z $ 9,43¢ $ — $ 10,15 $ 26¢
Loans:
Real estate loan
Residential propertie $ 43 $ 842,09: $ — $ 842,13' $ 2,861
Commercial propertie 5,74z 199,37¢ 20C 205,32( 21,12¢
Land — 4,30¢ — 4,30¢ 1,09¢
Commercial and industrial loal 5,63¢ 86,34 1,55¢ 93,537 5,89:
Consumer loan 11€ 20,96: 47 21,12°¢ 8
Total $ 11,53¢ $ 1,153,08. $ 1,80¢ $ 1,166,421 $ 30,98"
2013:
Allowance for loan losse:!
Real estate loan
Residential propertie $ — $ 6,151 $ — $ 6,151 $ 3€
Commercial propertie 19C 1,25(C — 1,44( 29C
Land — — — — 26
Commercial and industrial loal 92t 1,22¢ — 2,14¢ 12¢
Consumer loan — 16¢ — 16¢ 11
Total $ 1,11t $ 8,80( $ — $ 9,91t $ 48¢
Loans:
Real estate loan
Residential propertie $ 2,24t $ 630,83: $ — $ 633,08( $ 3,44¢
Commercial propertie 821 150,05: 4,10¢ 154,98 23,96¢
Land — 2,31« 1,48( 3,79¢ 1,93¢
Commercial and industrial loa 2,99¢ 88,20¢ 2,047 93,25t 10,35¢
Consumer loan — 18,44: 43 18,48¢ 16C
Total $ 6,06¢ $ 889,84¢ $ 7,67¢ $ 903,59! $ 39,87(
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(dollars in thousands

2012:
Allowance for loan losse!

Real estate loan
Residential propertie
Commercial propertie
Land

Commercial and industrial loal

Consumer loan
Total

Loans:

Real estate loan
Residential propertie
Commercial propertie
Land

Commercial and industrial loa

Consumer loan
Total

2011:
Allowance for loan losse:

Real estate loan
Residential propertie
Commercial propertie

Commercial and industrial loal

Consumer loan
Total

Loans:
Real estate loan
Residential propertie
Commercial propertie
Commercial and industrial loal
Consumer loan
Total

2010:
Allowance for loan losse!

Real estate loan
Residential propertie
Commercial propertie

Commercial and industrial loa

Consumer loan
Total

Loans:
Real estate loan

Residential propertie

Commercial propertie
Commercial and industrial loal
Consumer loan

Total

Allowance for Loan Losses

Unaccreted

- Credit
Evaluated for Impairment Purchased Component
Individually Collectively Impaired Total Other Loans

— 4,35¢ — 4,35¢ 62
— 93¢ — 93¢ 617
— — — — 12¢
1,53¢ 1,30t — 2,841 302
— 20€ — 20€ 19
1,53¢ 6,80/ — 8,34( 1,12¢
2,25] 519,28t 1,731 523,27¢ 5,121
— 128,03! 4,18: 132,21 39,86:
54: 3,81¢ 3,21¢ 7,57¢ 4,521
2,73€ 62,98¢ 2,19¢ 67,92( 16,51:
— 12,51 71 12,58¢ 324
5,53¢€ 726,64 11,39 743,57. 66,34(
— 3,98¢ — 3,98¢ —
— 1,21¢ — 1,21¢ —
= 1,10¢ — 1,102 _
— 244 — 244 —
— 6,55( — 6,55( —
2,35¢ 402,92: — 405,27¢ —
— 75,54: — 75,54: —
— 35,37% — 35,37: —
— 8,017 — 8,01z —
2,35¢ 521,85 — 524,21( —
— 2,18¢ — 2,18¢ —
— 90C — 90C —
23z 727 — 95t —
— 17C — 17C —
232 3,97¢ — 4,21( —
— 240,34( — 240,34( —
— 57,63: — 57,63 —
232 30,46¢ — 30,69¢ —
— 8,58: — 8,58z —
23z 337,01¢ — 337,25: —
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The column labeled “Unaccreted Credit ComponeneOtivans’represents the amount of unaccreted credit compatigcount fo
the other loans acquired in the DCB acquisitiord #re stated principal balance of the related lo@he discount is equal to 0.86% and 1..
of the stated principal balance of these loansfd3ecember 31, 2014 and 2013, respectively. Intaddio this unaccreted credit compor
discount, an additional $0.3 million and $0.2 roifliof the ALLL was provided for these loans as etBmber 31, 2014 and 2013, respectively

Liquidity

Liquidity management focuses on our ability to gates on a timely and cosffective basis, cash sufficient to meet the fugdieed
of current loan demand, deposit withdrawals, ppatiand interest payments with respect to outstantiorrowings and to pay operat
expenses. Our liquidity management is both a dailgl longterm function of funds management. Liquid assets gagnerally invested
marketable securities or held as cash at the FRBher financial institutions.

We monitor our liquidity in accordance with guideds established by our Board of Directors and agbplé regulatory requiremer
Our need for liquidity is affected by our loan aityi, net changes in deposit levels and the madsriof our borrowings. The principal sour
of our liquidity consist of deposits, loan interesid principal payments and prepayments, investmamagement and consulting fees, Fl
advances and proceeds from borrowings and salelsanés by FFI. The remaining balances of the Cogipdimes of credit available to dr:
down totaled $289 million at December 31, 2014.

Cash Flows Provided by Operating Activiti®&uring the year ended December 31, 2014 operattigties provided net cash of $¢
million, comprised primarily of our net income 08.4 million. In 2013, operating activities provideet cash of $8.0 million, compris
primarily of our net income of $7.9 million.

Cash Flows Used in Investing ActivitidBuring the year ended December 31, 2014, invesiitiyities used net cash of $34
million, primarily to fund a $262.3 million net inease in loans and a $83.5 million net increasseourities AFS. In 2013, investing activi
used net cash of $213.8 million, primarily to fum&157.6 million net increase in loans and a $68llfon net increase in securities AFS.

Cash Flow Provided by Financing ActivitieBuring the year ended December 31, 2014, finaneictiyities provided net cash
$303.7 million, consisting primarily of a net inese of $160.9 million in deposits and a net inaez#s$141.8 million in borrowings. In 20:
financing activities provided net cash of $199.7liom, consisting primarily of a net increase of513 million in deposits, a net increast
$41.1 million in borrowings and $6.3 million recet/from the sale of shares in a private offering.

Ratio of Loans to Deposit¥he relationship between gross loans and total slegppoan provide a useful measure of a bauiguidity.
Since repayment of loans tends to be less prediécthbn the maturity of investments and other tiguEsources, the higher the loaneieposi
ratio the less liquid are our assets. On the dihad, since we realize greater yields on loansWedo on other interestarning assets, a lov
loan-to-deposit ratio can adversely affect interestome and earnings. As a result, our goal is dbiewe a loan-taleposit ratio thi
appropriately balances the requirements of liguidind the need to generate a fair return on ouetais#\t December 31, 2014 ¢
December 31, 2013, the loan-to-deposit ratios & WEre 118.9%, and 110.4%, respectively.

Off-Balance Sheet Arrangements
The following table provides the off-balance sheeangements of the Company as of December 31,2014

(dollars in thousands

Commitments to fund new loal $ 18,211
Commitments to fund under existing loans, linesreflit 106,06(
Commitments under standby letters of cri 4,22:

Some of the commitments to fund existing loangdiof credit and letters of credit are expecteexare without being drawn upc
Therefore, the total commitments do not necessegjtyesent future cash requirements. As of Dece®ibe2014, FFB was obligated on $¢
million of letters of credit to the FHLB which webeing used as collateral for public fund depositsuding $56.0 million of deposits from 1
State of California.
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Asset and Liability Management: Interest Rate Risk

Interest rate risk is inherent in financial sergidmisinesses. Management of interest-earning amsétsteresbearing liabilities i
terms of rate and maturity has an important eféecbur liquidity and net interest margin. Interege risk results from interestrning asse
and interesbearing liabilities maturing or repricing at diféet times, on a different basis or in unequal angurhe Board of Directors of Fi
approves policies and limits governing the managenoé interest rate risk. The asset / liability coittee formed by these policies
responsible for monitoring our interest rate riskl groviding periodic reports to the Board of Dimgs regarding our compliance with th
policies and limits. We have established three arimmeasurement processes to quantify and managmtetest rate risk. These inclu
(i) gap analysis which measures the repricing mishes of asset and liability cash flows; (ii) neterest income simulations which are use
measure the impact of instantaneous changes iregtteates on net interest income over a 12 mantcést period; and (iii) economic valut
equity calculations which measure the sensitivitpur economic value of equity to simultaneous dfgnin interest rates.

Gap AnalysisUnder this analysis, rate sensitivity is measurgdhie extent to which our interest-earning assetsiaterestearing
liabilities reprice or mature at different timesatR sensitivity gaps in which the repricing of netearning assets exceed the repricin
interest-bearing liabilities tend to produce ananged net yield on interesirning assets in rising interest rate environmantsa reduced r
yield on intere~-earning assets in declining interest rate enviramisi Conversely, when the repricing of intetestring liabilities exceed t
repricing of interest-earning assets, the net yoeldnteresiearning assets generally declines in rising inteas environments and increase
declining interest rate environments. The followtagle sets forth the interest-earning assetsrardeistbearing liabilities on the basis of wt
they reprice or mature as of December 31, 2014:

Less than From 1 to From 3 to Over 5
(dollars in thousands 1 year 3 Years 5 Years Years Total
Interes-earnings asset
Cash equivalent $ 24,04¢ $ — 8 — $ — 8 24,04¢
Securities, FHLB stoc 30,857 30,09 23,18( 65,16( 149,29:
Loans 166,59¢ 211,59( 456,16¢ 331,32¢ 1,165,68.
Interes-bearing liabilities:
Deposits:
Interes-bearing checkini (291,509 — — — (291,509
Money market and saviny (171,959 — — — (171,959
Certificates of depos (223,94 (29,407) — — (253,35()
Borrowings (282,88() — — — (282,88¢)
Net: Current Perio $ (748,79) $ 212,28. $ 479,34¢ 3 396,48¢ $ 339,32:
Net: Cumulative $ (748,79) $ (536,51) $ (57,167 $ 339,32:

The cumulative positive total of $339 million refts the funding provided by noninterédstaring deposits and equity. Because we
a $749 million net negative position at DecemberZil 4 for the repricing period of less than onaryéhe result of this analysis indicate
we would be adversely impacted by a short termeiase in interest rates and would benefit from atdeom decrease in interest rates.

However, the extent to which our net interest nraxgill be impacted by changes in prevailing intemages will depend on a num!|
of factors, including how quickly interest-earniagsets and interebearing liabilities react to interest rate chandfeis. not uncommon for rat
on certain assets or liabilities to lag behind ¢jeanin the market rates of interest. Additiongtisepayments of loans and early withdrawa
certificates of deposit could cause interest siitfats to vary. As a result, the relationship gap” between interest-earning assets and intere
bearing liabilities, as shown in the above taldarily a general indicator of interest rate sevigjitand the effect of changing rates of interel
our net interest income is likely to be differerdrh that predicted solely on the basis of the @gtrate sensitivity analysis set forth in the a
table.
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Net Interest Income Simulations (or NlJnder this analysis, we use a simulation model éasnre and evaluate potential chang
our net interest income resulting from changesiarest rates. This model measures the impactstdntaneous shocks of 100, 200, 300
400 basis points on our net interest income ové&2 anonth forecast period. The computed changesutonet interest income betwe
hypothetical rising and declining rate scenariaglie twelve month period beginning December 31428re as follows:

Estimated Increase
(Decrease) in Net

Assumed Instantaneous Change in Interest Rate Interest Income
+ 100 basis point (7.30)%
+ 200 basis point (13.99%
+ 300 basis point (20.81)%
+ 400 basis point (27.19%
- 100 basis point 1.09%
- 200 basis point 0.94%

We did not include scenarios below the minus 2@8shaoint scenario because we believe those sosrame not meaningful based
current interest rate levels. The NIl results iatkcthat we would be adversely impacted by a deom increase in interest rates and w
benefit from a short term decrease in interessratbe results of the NIl are hypothetical, andagety of factors might cause actual resul
differ substantially from what is depicted. Thesmild include norparallel yield curve shifts, changes in market resg¢ rate spreads and
actual reaction to changes in interest rate leokisterest-earning assets and intetesaring liabilities. It is not uncommon for rates certai
assets or liabilities to lag behind changes inntlaeket rates of interest. Additionally, prepaymesfttoans and early withdrawals of certifice
of deposit could cause interest sensitivities tyva

Economic Value of Equity Calculations (or EVEhe EVE measures the sensitivity of our market @abguity to simultaneo
changes in interest rates. EVE is derived by sabitrgi the economic value of FF8Iliabilities from the economic value of its assetssumin
current and hypothetical interest rate environmegY4&E is based on all of the future cash flows expé to be generated by the FERUurrer
balance sheet, discounted to derive the econontie\a FFBS assets & liabilities. These cash flows may chahgmending on the assun
interest rate environment and the resulting chamg@&sher assumptions, such as prepayment speddscdmputed changes to our econc
value of equity between hypothetical rising andlidétw rate scenarios as of December 31, 2014 sfelws:

Estimated
Increase (Decrease)
in Economic
Assumed Simultaneous Change in Interest Rate Value of Equity
+ 100 basis point (0.02%
+ 200 basis point (4.460%
+ 300 basis point (3.39)%
+ 400 basis point (2.49%
- 100 basis point (12.16)%
- 200 basis point (18.19)%

We did not include scenarios below the minus 2Gfishaoint scenario because we believe those sosrane not meaningful based
current interest rate levels. The EVE results iattichat we would be adversely impacted by a dkomt increase in interest rates and a !
term decrease in interest rates. This differs ftbenNII results because, in the current interetst eavironment, assumed interest rate floor
loans eliminates the benefit normally derived foaris in a declining interest rate environment. fdsailts of the EVE are hypothetical, ar
variety of factors might cause actual results ffedisubstantially from what is depicted. Theselddanclude nonparallel yield curve shift
changes in market interest rate spreads and tohalaetaction to changes in interest rate levelg@rest-earning assets and intefssaring
liabilities. It is not uncommon for rates on cemtassets or liabilities to lag behind changes m mharket rates of interest. Additiona
prepayments of loans and early withdrawals of fiegties of deposit could cause interest sensiisito vary.

The results of these analyses and simulations td@omemplate all of the actions that we may uradertin response to change
interest rates. In response to actual or anticipateanges in interest rates, we have various aliggs for managing and reducing FEB’
exposure to interest rate risk, such as enteritegghiadges and obtaining longrm fixed rate FHLB advances. To date, we haveentdred int
any hedges or other derivative instruments for dniany other purpose and it is our policy not $e derivatives or other financial instrume
for trading or other speculative purposes.
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Capital Resources and Dividends

Under federal banking regulations that apply tolatlited States based bank holding companies anekdiyl insured banks, t
Company (on a consolidated basis) and FFB (onralsiimne basis) must meet specific capital adequagyinements that, for the most p
involve quantitative measures, primarily in ternfstiee ratios of their capital to their assets, iliibs, and certain offalance sheet iten
calculated under regulatory accounting practicexddy those regulations, which are based primarilyhose quantitative measures, each
holding company must meet a minimum capital ratid @ach federally insured bank is determined byiihary federal bank regulatc
agency to come within one of the following capid@alequacy categories on the basis of its capitalstafi) well capitalized; (i) adequate
capitalized; (iii) undercapitalized; (iv) signifioly undercapitalized; or (v) critically undercadized.

Certain qualitative assessments also are madebpking institutions primary federal regulatory agency that could fgedagency 1
determine that the banking institution should b&igreed to a lower capital category than the on&aidd by the quantitative measures ust
assess the institutioh’capital adequacy. At each successive lower dapitiegory, a banking institution is subject to ajez operatin
restrictions and increased regulatory supervisipitdfederal bank regulatory agency.

The following table sets forth the capital and tapiatios of FFI (on a consolidated basis) and BEBf the respective dates indici
below, as compared to the respective regulatonyirespents applicable to them:

To Be Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
(dollars in thousands Amount Ratio Amount Ratio Amount Ratio
FFl
December 31, 201.
Tier 1 leverage rati $ 95,58: 7.3% $ 52,20( 4.0(%
Tier 1 risk-based capital rati 95,58: 11.02% 34,70( 4.0(%
Total risk-based capital rati 106,13: 12.22% 69,39¢ 8.0(%
December 31, 201:
Tier 1 leverage rati $ 85,26¢ 8.61% $ 39,32 4.0(%
Tier 1 risk-based capital rati 85,26¢ 13.0¢% 26,15( 4.00%
Total risk-based capital rati 93,46¢ 14.3(% 52,30( 8.0(%
December 31, 201:
Tier 1 leverage rati $ 72,90¢ 9.1% $ 31,73( 4.0(%
Tier 1 risk-based capital rati 72,90¢ 13.6(% 21,44¢ 4.0(%
Total risk-based capital rati 79,63¢ 14.85% 42,89 8.0(%
EFFB
December 31, 201.
Tier 1 leverage rati $ 105,26: 8.0% $ 52,03¢ 400% $ 65,04t 5.00%
Tier 1 risk-based capital rati 105,26: 12.1&% 34,57: 4.0(% 51,85¢ 6.0(%
Total risk-based capital rati 115,81: 13,4(% 69,14« 8.0(% 86,34( 10.0(%
December 31, 201.
Tier 1 (core) capital rati $ 84,24: 8.61% $ 39,11¢ 4.0(% $ 48,89 5.0(%
Tier 1 risk-based capital rati 84,24: 12.95% 26,01° 4.0% 39,02¢ 6.0(%
Total risk-based capital rati 92,39¢ 14.21% 52,03¢ 8.0(% 65,04 10.0(%
December 31, 201:
Tier 1 (core) capital rati $ 67,51t 8.5% $ 31,56 40% $ 39,45 5.00%
Tier 1 risk-based capital rati 67,51¢ 12.6¢% 21,29 4.0(% 31,93¢ 6.0(%
Total risk-based capital rati 74,19« 13,9% 42,58¢ 8.0(% 53,23 10.0(%

As of each of the dates set forth in the aboveetaible Company (on a consolidated basis) exceddedhinimum required capi
ratios applicable to it and FFB (on a stand-aloasid) qualified as a wedlapitalized depository institution under the cdptdequacy guidelin
described above.

As of December 31, 2014, the amount of capitalF® i excess of amounts required to be Well Capédiwas $40.2 million for tt
Tier 1 Leverage Ratio, $53.4 million for the Tieri¢k-based capital ratio and $29.5 million for Thatal risk-based capital ratio.
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During the years ended December 31, 2014 and ZBEBmade capital contributions to FFB of $10.5 il and $8.5 millior
respectively. As of December 31, 2014, FFI had &Xfillion of available capital and, therefore, the ability and financial resources
contribute additional capital to FFB, if needed.

In July 2013, the Federal Reserve Board and theCF&lopted new capital adequacy rules and estadlisheew comprehensi
capital framework for U.S. banking organizationke(t‘New Capital Rules”)Those new Rules are based on rules promulgatechd
International Basel Committee on Banking Supervisithe “Basel Committee”and also are designed to meet certain requirenufntise
Dodd-Frank Act. The New Capital Rules (sometineferred to as the “Basel Il Rules”) substantia#lyise the risksased capital requireme
applicable to U.S. banking organizations, including Company and the Bank, from the U.S. hslsed capital rules that were in effect pric
January 1, 2015, redefined the components of dapitd addressed other issues affecting the capatbs applicable to banki
organizations. The New Capital Rules also reptheeexisting approach used in risk-weighting ofaaking organizatiors assets with a mc
risk-sensitive approach. The New Capital Rules becdfaetee for the Company and FFB on January 1, 2@Ubject, in the case of cert
of those Rules, to phase-in periods). Among dthiegs, the New Capital Rules will require bankdioyy companies and FDI®sured bank
including FFI and the Bank, to maintain greater ams of capital, which we expect will increase thwsts of capital for bank holdi
companies and FDIC-insured banks. For additionédrination regarding these New Capital Rules, sSBEISINESS—Supervision an
Regulation New Basel lll Capital Rules” abovetienh | of this report.

We did not pay dividends in 2014 or 2013 and weehaw plans to pay dividends at least for the faabke future. Instead, it is ¢
intention to retain internally generated cash flmasupport our growth. Moreover, the payment ofigdbwnds is subject to certain regulal
restrictions, which are discussed in ITEM 1 — “Biesis—Supervision and Regulation—Dividendecluded elsewhere in this Annual Rej
on Form 10K. In addition, the agreement governing the teramlobtained by FFI in April 2012 provides that wastobtain the prior conse
of the lender to pay dividends to our shareholders.

We had no material commitments for capital expemd& as of December 31, 2014. However, we intenthke advantage
opportunities that may arise in the future to grow businesses, including by opening additional lthemanagement offices or acquir
complementary businesses that we believe will gi®wis with attractive riskdjusted returns, although we do not have any inmtegblans
arrangements or understandings relating to any rimbt@cquisition. As a result, we may seek to abtadditional borrowings and to ¢
additional shares of our common stock to raise $umtich we might need for these purposes. Theme i@ssurance, however, that, if requi
we will succeed in obtaining additional borrowirasselling additional shares of our common stockesms that are acceptable to us, if a
as this will depend on market conditions and ofaetors outside of our control, as well as our fateesults of operations. See ITEM A
“RISK FACTORS. We may sell additional shares of coom stock in the future which could result in dibat to our shareholdersfor
information regarding the impact that future saleeur common stock may have on the share ownerdtopr existing shareholders.
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Ite m 8. Financial Statements and Supplementary Da
FIRST FOUNDATION INC
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
Report of Independent Registered Public Accourfiiman on the Consolidated Financial Statemt

Consolidated Balance Sheets: December 31, 201®Daceimber 31, 201
Consolidated Income Statements: Years Ended Deae3iib2014 and December 31, 2(

Consolidated Statements of Comprehensive Incomarsyiended December 31, 2014 and December 31,
Consolidated Statements of Changes in Shareh’ Equity: Years Ended December 31, 2014 and DeceBihe2013
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VALUE THE DIFFERENCE

W ’I ?. | Vavrinek, Trine, Day & Co,, LLP
Cerbified Pubbic Accouniants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
First Foundation Inc. and Subsidiaries
Irvine, California

We have audited the accompanying consolidated talgineets of First Foundation Inc. and Subsidiasesf December 31, 2C
and 2013, and the related consolidated stateménisane, comprehensive income, shareholdegsiity, and cash flows for e¢
of the years in the three year period ended DeceBhe&014. These consolidated financial statesnarg the responsibility of t
Companys management. Our responsibility is to expres®@nion on these consolidated financial stateméatsed on ol
audits.

We conducted our audits in accordance with thedstas of the Public Company Accounting Oversightam8io (Unitec
States). Those standards require that we plaparidrm the audits to obtain reasonable assurdmmet avhether the consolida
financial statements are free of material misstatemAn audit includes examining, on a test basigdence supporting t
amounts and disclosures in the consolidated fimdustatements. An audit also includes assessin@dbeunting principles us
and significant estimates made by management, lhasvevaluating the overall consolidated finanstatement presentation.
believe that our audits provide a reasonable asisur opinion.

In our opinion, the consolidated financial statetagreferred to above present fairly, in all malerspects, the financial positi
of First Foundation Inc. and Subsidiaries as ofddatner 31, 2014 and 2013 and the results of theiratipns and their cash flo
for each of the years in the three year period égdecember 31, 2014, in conformity with U.S. gehligraccepted accountil
principles.

We have also audited, in accordance with the stdsd# the Public Company Accounting Oversight Bio@gnited States), Fit
Foundation Inc. and Subsidiariesternal control over financial reporting as of Betber 31, 2014, based on criteria establish
Internal Control —Integrated Framework (2013) issued by the CommitiéeSponsoring Organizations of the Tread
Commission (COSO), and our report dated March 18,52 expressed an unqualified opinion on the effecess of th
Company'’s internal control over financial reporting

P vratab, Trima, Doy +Co, LLP

Laguna Hills, California
March 16, 2015

FREAND = LAQUNA MILLE = FALD ALTOD + PLEABANTON + HRANCHD COCANDMOA = RIVERRIDE » BACRAMENTO
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FIRST FOUNDATION INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

December 31

2014 2013
ASSETS
Cash and cash equivalel $ 29,69: $ 56,95¢
Securities availab-for-sale “AFS") 138,27( 59,11!
Loans, net of deferred fe 1,166,39: 903,64!
Allowance for loan and lease loss“ALLL ") (10,150 (9,91%)
Net loans 1,156,24; 893,73
Premises and equipment, | 2,18 3,24¢
Investment in FHLB stoc 12,36! 6,721
Deferred taxe 9,74¢ 12,05:
Real estate owne“REC") 334 37¢
Other asset 6,59( 5,16¢
Total Assets $ 1,355,42. % 1,037,36
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities:
Deposits $ 962,95: $ 802,03
Borrowings 282,88t 141,06:
Accounts payable and other liabiliti 10,08¢ 7,49¢
Total Liabilities 1,255,92 950,59¢
Commitments and contingenci — —
Shareholder Equity
Common Stock, par value $.001: 20,000,000 shattwared; 7,845,182 and 7,733,514 shar
issued and outstanding at December 31, 2014 aneinblesr 31, 2013, respective 8 8
Additional paic-in-capital 78,20« 76,33¢
Retained earning 20,38¢ 11,99(
Accumulated other comprehensive income (loss)phtetx 90C (1,570
Total Shareholde’ Equity 99,49¢ 86,76
Total Liabilities and Sharehold¢ Equity $ 1,355,42. $ 1,037,36!

(See accompanying notes to the consolidated finhstatements)
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FIRST FOUNDATION INC.

CONSOLIDATED INCOME STATEMENTS
(In thousands, except share and per share amounts)

Interest income
Loans
Securities
FHLB stock, fed funds sold and inter-bearing deposit
Total interest incom
Interest expenst
Deposits
Borrowings
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Noninterest income
Asset management, consulting and other
Other income
Total noninterest incom
Noninterest expens
Compensation and benef
Occupancy and depreciati
Professional services and marketing ¢
Other expense
Total noninterest expen:
Income before taxes on incor
Taxes on incom
Net income

Net income per shar
Basic
Diluted

Shares used in computatic
Basic
Diluted

(See accompanying notes to the consolidated finhstatements)
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For the Year Ended December &

2014 2013 2012
44,14( 37,91¢ 30,55:
2,54¢ 864 19¢
713 39¢ 12¢
47,39¢ 39,18: 30,87+
3,58¢ 3,167 2,91¢
99¢ 34C 221
4,58¢ 3,501 3,14¢
42,81« 35,67+ 27,72¢
23¢ 2,39¢ 2,06t
42,57¢ 33,27¢ 25,66«
21,79¢ 18,24( 15,32¢
2,951 1,58¢ 1,294
24,74¢ 19,82« 16,62(
33,55( 28,76( 23,26.
7,32¢ 6,55¢ 5,06¢
5,99¢ 4,00: 2,72(
5,63 4,30: 3,421
52,501 43,62: 34,47¢
14,82 9,481 7,80¢
6,42 1,63( 2,00i
8,39¢ 7,851 5,801
1.0¢ 1.0¢€ 0.8¢
1.0c 1.01 0.8t
7,737,031 7,424,211 6,603,53
8,166,34. 7,742,21! 6,831,95!




FIRST FOUNDATION INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)

For the Year Ended December &

2014 2013 2012

Net income $ 8,39 $ 7,851 $ 5,801
Other comprehensive income (los

Unrealized holding gains (losses) on securitiesirsgiduring the perio 4,19¢ (2,66¢) 14

Other comprehensive income (loss) before 4,19¢ (2,66¢) 14

Income tax (expense) benefit related to items loéiotomprehensive incon (1,72%) 1,09¢ —

Other comprehensive income (lo 2,47( (1,570 14

Total comprehensive incon $ 10,86 $ 6,281 $ 5,81¢

(See accompanying notes to the consolidated finhstdatements)
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Balance: December 31, 20
Net income
Other comprehensive incor
Issuance of restricted sto
Issuance of common stoc
Under merger agreeme
Capital raise
Stoclk-based compensatic
Balance: December 31, 20
Net income
Other comprehensive lo
Issuance of restricted sto
Issuance of common sto
Stoclk-based compensatic
Balance: December 31, 20
Net income
Other comprehensive incor
Issuance of restricted sto
Issuance of common stoc
Exercise of option

Payout of contingent considerati

Stocl-based compensatic

Tax windfall from exercise of stock

options
Balance: December 31, 20

FIRST FOUNDATION INC.

CONSOLIDATED STATEMENTS OF CHANGES

IN SHAREHOLDERS’ EQUITY

(In thousands, except share amounts)

Common Stocl

Accumulatec

Additional Retainec Other
Number Paid-in- Earnings Comprehensive

of Shares Amount Capital (Deficit) Income (Loss Total
6,166,57. $ 6 $ 50,86 (1,662 $ (14 $ 49,19’
— — — 5,801 — 5,801
— — — — 14 14
9,66 — — — — —
815,44 1 12,23( — — 12,23
374,43t — 5,617 — — 5,61
— — 72C — — 72C
7,366,12 7 69,43¢ 4,13¢ — 73,58(
— — — 7,851 — 7,851
- - - - (1,570 (1,570)
9,66 — — — — —
357,72: 1 6,321 — — 6,322
— — 57¢ — — 57¢
7,733,51 8 76,33¢ 11,99( (1,570 86,76:
— — — 8,39¢ — 8,39«
— — — — 2,47( 2,47(
3,22: — — — — —
84,86¢ — 94¢ — — 94¢
23,58( — 354 — — 354
— — 451 — — 451
— — 11€ — — 11€
7,845,18. $ 8 $ 78,204 20,38 $ 90C 99,49¢

(See accompanying notes to the consolidated finhstdatements)
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FIRST FOUNDATION INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

For the Year Ended December &

2014 2013 2012
Cash Flows from Operating Activities
Net income $ 8,39 $ 7,851 $ 5,801
Adjustments to reconcile net income to net caskigen by operating activitie:
Provision for loan losse 23t 2,39 2,06t
Depreciation and amortizatic 1,231 1,04( 591
Stoclk-based compensation expel 451 57¢ 72C
Deferred tax expense (bene 57¢ (1,267%) (2,05))
Amortization of discounts (premiums) on purchasshk- net (2,310 (3,219 —
Gain on sale of RE! (1,039 — —
Provision for REO losse — 25C —
Increase in other ass¢ (1,249 (36€) (2,079
Increase in accounts payable and other liabil 3,06( 703 2,37¢
Net cash provided by operating activit 9,35¢ 7,96¢€ 8,42¢
Cash Flows from Investing Activities
Net increase in loar (262,277 (157,619 (129,899
Purchases of AFS securiti (83,527 (62,664) (19,100
Maturities of AFS securitie 8,38¢ 6,60¢ 32,48¢
Proceeds from sale of RE 4,19¢ — —
Purchase of note on REO prope (1,285 — —
Cash from acquisitio — — 34,89:
Sale (purchase) of FHLB stock, r (5,640 1,77¢ (3,029
Purchase of premises and equipn (169) (1,90%) (1,370
Net cash used in investing activiti (340,306 (213,80 (86,027)
Cash Flows from Financing Activities
Increase in deposi 160,91 152,29¢ 115,98t
Net increase in FHLB advanc 129,00( 34,00( 9,00(
Term note- borrowings 15,00( 7,50( —
Term note- payments (2,177 (437) —
Proceeds from the sale of stock, 94¢ 6,322 5,61
Net cash provided by financing activiti 303,68t 199,68: 130,60!
Increase (decrease) in cash and cash equivi (27,267) (6,159 53,01(
Cash and cash equivalents at beginning of 56,95 63,10¢ 10,09¢
Cash and cash equivalents at end of $ 29,69 $ 56,95 $ 63,10¢
Supplemental disclosures of cash flow informatior:
Cash paid during the period fc
Interest $ 458F $ 3,50¢ $ 3,03
Income taxe: $ 5,39¢ $ 3,49C $ 2,47¢
Noncash transaction
Chargeoffs against allowance for loans los $ — $ 82C $ 27¢
Transfer from loans to RE $ 183¢ % — $ 22¢

(See accompanying notes to the consolidated finhstatements)
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2014 and 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Business

First Foundation Inc. (“FFI")is a financial services holding company whose dpmera are conducted through its wholly ow
subsidiaries: First Foundation Advisors (“FFA") aRkdst Foundation Bank (“FFB” or the “Bank”and First Foundation Insurance Serv
(“FFIS™), a wholly owned subsidiary of FFB (collaatly the “Company”).FFl also has two inactive wholly owned subsidigriegs!
Foundation Consulting (“FFC") and First Foundatiddvisors, LLC (“FFA LLC"). In addition, FFA has set up a limited liability cpamy
which is not included in these consolidated finahstatements, as a private investment fund toigeecan investment vehicle for its clients.
corporate headquarters for all of the companidedated in Irvine, California. The Company has weahanagement offices in California
Newport Beach, Palm Desert, Pasadena, El Centret Wés Angeles and San Diego and in Las Vegas, dée

FFA, established in 1985 and incorporated in thaeSof California, began operating in 1990 as albfased registered investm
advisor. FFA provides (i) investment management famahcial planning services for high nstrth individuals, retirement plans, charite
institutions and private foundations; (ii) provid@sancial, investment and economic advisory aratee services to high naterth individual:
and their families, familypwned businesses, and other related organizataonthiii) provides support services involving thegessing ar
transmission of financial and economic data forrithlle organizations. At the end of 2014, theseises were provided to approximat
1,300 clients, primarily located in Southern Califia, with an aggregate of $3.2 billion of assetdar management.

The Bank commenced operations in 2007 and curremrates primarily in Southern California and ievidda. The Bank offers
wide range of deposit instruments including persand business checking and savings accountsdimgunterestearing negotiable order
withdrawal (“NOW”) accounts, money market accoumtisd time certificates of deposit (“CDaccounts. As a lender, the Bank originates
retains for its portfolio, loans secured by reahtssand commercial loans. Over 90% of the Bauhdans are to clients located in California.
Bank also offers a wide range of specialized sesviticluding trust services, dine banking, remote deposit capture, merchantitcicac
services, ATM cards, Visa debit cards, businessepvaecounts, and through FFIS, insurance brokesagéces. The Bank has a state not
member bank charter and it is subject to contineeg@mination by the California Department of Busin&@versight and Federal Depi
Insurance Corporation.

At December 31, 2014, the Company employed 207l 5ifie equivalent employees.
Basis of Presentatiol

The consolidated financial statements include ttepants of the Company and its wholly owned subsies. All interecompan’
balances and transactions have been eliminatednsotidation. The consolidated financial stateméwatge been prepared in conformity v
accounting principles generally accepted in thetéthStates of America and prevailing practices withe banking industry. In preparing
consolidated financial statements, managementaisined to make estimates and assumptions thattafiecreported amounts of assets
liabilities as of the date of the balance sheet mwnues and expenses for the period. Actualteesolld differ significantly from tho:
estimates.
Reclassifications

Certain amounts in the 2013 consolidated finarstetements have been reclassified to conform t@@hd presentation.
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and egslvalents include cash, due from banks, ceatifis of deposits with maturities
less than ninety days, investment securities wiiircal maturities of less than ninety days, monerket mutual funds and Federal funds
At times, the Bank maintains cash at major finanicistitutions in excess of Federal Deposit Insseorporation (“FDIC")insured limits
However, as the Bank places these deposits wittomvegll-capitalized financial institutions and monitors tfancial condition of the:
institutions, management believes the risk of kasse minimal. The Bank maintains most of its esceash at the Federal Reserve Bank,
well-capitalized correspondent banks or with other diépysinstitutions at amounts less than the FDISuied limits. At December 31, 20
included in cash and cash equivalents were $2dlibmin funds held at the Federal Reserve Bank.

Banking regulations require that banks maintaineec@ntage of their deposits as reserves in casin ateposit with the Fede
Reserve Bank. The Bank was in compliance witheit®rve requirements as of December 31, 2014.

Certificates of Deposit

From time to time, the Company may invest fundshvgther financial institutions through certificatet deposit. Certificates
deposit with maturities of less than ninety daysiacluded as cash and cash equivalents. Ceréfiaztdeposit are carried at cost.

Investment Securitie

Investment securities for which the Company hasptbative intent and ability to hold to maturityeareported at cost, adjusted
premiums and discounts that are recognized ingatencome using the interest method over the gadanaturity. Investments not classil
as trading securities nor as held-to-maturity Séesrare classified as available-feate securities and recorded at fair value. Urzedlpains ¢
losses on available-farale securities are excluded from net income apdrred as an amount net of taxes as a separateooempof othe
comprehensive income included in shareholders’ tgqitremiums or discounts on held-to-maturity anailable-forsale securities a
amortized or accreted into income using the interexthod.

Realized gains or losses on sales of held-to-mwgtori available-forsale securities are recorded using the specifintifitsation
method. Declines in the fair value of individualdio-maturity and available-for-sale securitiesoletheir cost that are considered other-that
temporary impairment (“OTTI") result in writdewns of the individual securities to their failne The credit component of any OTTI relc
write-downs is charged against earnings.

Management evaluates securities for OTTI at leasa @uarterly basis, and more frequently when etini@r market conditior
warrant such an evaluation. For securities in aalized loss position, management considers tteneand duration of the unrealized I
and the financial condition and nearm prospects of the issuer. Management also sess@ghether it intends to sell, or it is more §kiHar
not that it will be required to sell, a securityan unrealized loss position before recovery ofitwortized cost basis. If either of the crit
regarding intent or requirement to sell is met, ¢énéire difference between amortized cost andvalue is recognized as impairment thro
earnings. For debt securities that do not meetatbeementioned criteria, the amount of impairmensgplit into two components as folloy
OTTI related to credit loss, which must be recogdiin the income statement and; OTTI related termthctors, which is recognized in ot
comprehensive income. The credit loss is definethagslifference between the present value of tisb 8aws expected to be collected anc
amortized cost basis. For equity securities, theeeamount of impairment is recognized throughmesys.

Loan Origination Fees and Cost
Net loan origination fees and direct costs assediatith lending are deferred and amortized to egeimcome as an adjustmen

yield over the respective lives of the loans usheyinterest method. The amortization of deferssbfand costs is discontinued on loans thi
placed on nonaccrual status. When a loan is p&i&uey unamortized net loan origination fees aoegmized in interest income.
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

Purchased Credit Impaired Loan

The Company may purchase individual loans and groofploans which have shown evidence of credit ritattion and ar
considered credit impaired. Purchased credit ingpaioans are recorded at the amount paid and iher carryover of the seller’allowanc
for loan losses.

Purchased credit impaired loans are accountedhftividually or aggregated into pools of loans basedommon risk characterist
such as, credit score, loan type, and date ofratgin. The Company estimates the amount and timfirexpected cash flows for each loal
pool, and the expected cash flows in excess of atqmaid is recorded as interest income over theaneimg life of the loan or pool (accreta
yield). The excess of the Ic’s or pool’s contractual principal and interest over expectesh flows is not recorded (nonaccretable diffee®
Over the life of the loan or pool, expected caslwfl continue to be estimated. If the present valuexpected cash flows is less than
carrying amount, a loss is recorded by an increéasiee allowance for loan losses. If the presetieaf expected cash flows is greater thai
carrying amount, it is recognized as part of futaterest income.

Allowance for Loan Losse

The allowance for loan losses is a valuation allosgafor probable incurred credit losses. Provisifamdoan losses are chargec
operations based on managememtvaluation of the estimated losses in its loattf@o. The major factors considered in evaluatiagses al
historical charge-off experience, delinquency raissal and national economic conditions, the baeds ability to repay the loan and timing
repayments, and the value of any related collatbtahagemens estimate of fair value of the collateral conssdeurrent and anticipated futi
real estate market conditions, thereby causingetlsimates to be particularly susceptible to charlgat could result in a material adjustr
to results of operations in the future. Recoverythaf carrying value of such loans and related estdte is dependent, to a great exten
economic, operating and other conditions that meapdyond the Bank’s control.

The Banks primary regulatory agencies periodically reviéw allowance for loan losses and such agenciesretpyre the Bank
recognize additions to the allowance based on imftion and factors available to them at the timeheir examinations. Accordingly,
assurance can be given that the Bank will not reizegadditional provisions for loan losses withpe to its loan portfolio.

The allowance consists of specific and generalrvese Specific reserves relate to loans that atvigtually classified as impaire
Loan losses are charged against the allowance wizaragement believes a loan balance is uncollectBilbsequent recoveries, if any,
credited to the allowance. Allocations of the alkmee may be made for specific loans, but the ealiogvance is available for any loan tha
management’s judgment, should be charged off.

The Bank considers a loan to be impaired when,dapen current information and events, it belieités probable that the Bank w
be unable to collect all amounts due accordingh® dontractual terms of the loan agreement. Thek Bmses the measurement of |
impairment using either the present value of thgeeted future cash flows discounted at the Ispa@ffective interest rate, or the fair value ol
loan’s collateral properties. Impairment losses areuthedl in the allowance for loan losses through ageh#o provision for loan loss:
Adjustments to impairment losses due to changéiserfair value of impaired loansbllateral properties are included in the provisionloar
losses. The Bangk'impaired loans include nonaccrual loans (exclydiose collectively reviewed for impairment), eémtrestructured loa
and certain performing loans less than ninety dgl;nquent (“other impaired loansthat the Bank believes will likely not be collectat
accordance with contractual terms of the loansnkpdor which the terms have been modified resgltma concession, and for which
borrower is experiencing financial difficulties eagenerally considered troubled debt restructurargsclassified as impaired.

Commercial loans and loans secured by multifanmigt @@mmercial real estate are individually evalddte impairment. If a loan
impaired, a portion of the allowance is allocatedisat the loan is reported, net, at the preselevaf estimated future cash flows using
loan’s existing rate or at the fair value of collateifatepayment is expected solely from the collatetadrge groups of smaller balai
homogeneous loans, such as consumer and residerdiadstate loans, are collectively evaluatedrfgrairment, and accordingly, they are
separately identified for impairment disclosures.
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

Troubled debt restructurings are separately identifor impairment disclosures and are measurdtieapresent value of estima
future cash flows using the loanéffective rate at inception. If a troubled deddtructuring is considered to be a collateral ddpehloan, th
loan is reported, net, at the fair value of thdatefal. For troubled debt restructurings that sagoently default, the Bank determines the arr
of reserve in accordance with the accounting pdlcythe allowance for loan losses.

General reserves cover nonpaired loans and are based on historical logs far each portfolio segment, adjusted for theat$f o
qualitative or environmental factors that are k&l cause estimated credit losses as of the ev@udate to differ from the portfolio segment’
historical loss experience. Because the Bank &tively new and has not experienced any meanirgiubunt of losses in any of its curr
portfolio segments, the Bank calculates the his&bioss rates on industry data, specifically lages published by the FDIC. Qualitative fac
include consideration of the following: changedending policies and procedures; changes in econeomnditions, changes in the nature
volume of the portfolio; changes in the experieradglity and depth of lending management and otalewvant staff; changes in the volume
severity of past due, nonaccrual and other adwegrelded loans; changes in the loan review systdranges in the value of the underly
collateral for collateraiependent loans; concentrations of credit and tfeeteof other external factors such as competitom legal an
regulatory requirements.

Portfolio segments identified by the Bank includars secured by residential real estate, includingiifamily and single famil
properties, loans secured by commercial real gstatemercial and industrial loans and consumerdoRelevant risk characteristics for tr
portfolio segments generally include debt servioeetage, loan-to-value ratios and financial perfamoe on non-consumer loans and debt-
income, collateral type and loan-to-value ratiasdonsumer loans.

Financial Instruments

In the ordinary course of business, the Bank hasred into offbalance sheet financial instruments consistingomiroitments t
extend credit, commercial letters of credit, arahdby letters of credit. Such financial instrumeares recorded in the financial statements v
they are funded or related fees are incurred aived.

Real Estate Owne

REO represents the collateral acquired throughcfosaire in full or partial satisfaction of the reld loan. REO is recorded at the
value less estimated selling costs at the dateretfosure. Any writetown at the date of transfer is charged to thenalface for loan losse
The recognition of gains or losses on sales of RE@ependent upon various factors relating to tweine of the property being sold and
terms of sale. REO values are reviewed on an ogdoasis and any decline in value is recognizeesclosed asset expense in the cu
period. The net operating results from these assetsicluded in the current period in nonintesgiense as foreclosed asset expense (inc

Premises and Equipmer

Premises and equipment are stated at cost, lesmatated depreciation and amortization, which iarghd to expense on a straight
line basis over the estimated useful lives of 3Qg/ears. Premises under leasehold improvemenenaoetized on a straigltitie basis over tt
term of the lease or the estimated useful lifehaf improvements, whichever is shorter. Expenditfioesnajor renewals and betterment:
premises and equipment are capitalized and thasm&intenance and repairs are charged to expensew@ased. A valuation allowance
established for any impaired long-lived assets. Chmpany did not have impaired long-lived assetsf & cember 31, 2014 or 2013.

Federal Home Loan Bank Stock

As a member of the Federal Home Loan Bank (“FHLBKe Bank is required to purchase FHLB stock in edaoce with it
advances, securities and deposit agreement. Tdag,swhich is carried at cost, may be redeemedhat/plue. However, there are substa
restrictions regarding redemption and the Bank omly receive a full redemption in connection withetBank surrendering its FHI
membership. At December 31, 2014, the Bank held4$tdllion of FHLB stock. The Company does not beé that this stock is curren
impaired and no adjustments to its carrying valaeehbeen recorded.
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

Other Intangible Assets

Intangible assets with definite useful lives areodimed over their estimated useful lives to thestimated residual values. Ot
intangible assets consist of core deposit intargasisets arising from whole bank acquisitions aadmortized on an accelerated method
their estimated useful lives, which range from ZA@oyears.

Revenue Recoghnitio

Interest on Loanst.oans on which the accrual of interest has beeroditnued are designated as nonaccrual loans. Alcafunteres
on loans is discontinued when reasonable doubtseass to the full, timely collection of interest principal and, generally, when a I
becomes contractually past due for ninety days arerwith respect to principal or interest. The aatof interest may be continued on a well
secured loan contractually past due ninety daysare with respect to principal or interest if than is in the process of collection or collec
of the principal and interest is deemed probable.

When a loan is placed on nonaccrual status, atest previously accrued but not collected is rearagainst current period inco
Interest on such loans is then recognized onlj¢oeixtent that cash is received and where thedwoitection of principal is probable. Accr
of interest is resumed on loans only when, in tlidgment of management, the loan is estimated follyecollectible. The Bank continues
accrue interest on restructured loans since fulhm@mnt of principal and interest is expected anchdoans are performing or less than ni
days delinquent and, therefore, do not meet ther@ifor nonaccrual status. Restructured loansthae been placed on nonaccrual statu
returned to accrual status when the remaining badance, net of any chargéfs related to the restructure, is estimated téublg collectible by
management and performing in accordance with tpécgble loan terms.

Other FeesAsset management fees are billed on a monthly arteuy basis based on the amount of assets undeagement at
the applicable contractual fee percentage. Asseagement fees are recognized as revenue in thedperiwhich they are billed and earr
Financial planning fees are due and billed at thrapletion of the planning project and are recoghiae revenue at that time.

Stock-Based Compensation

The Company recognizes the cost of employee servareived in exchange for awards of stock optionsther equity instrumen
based on the grawlate fair value of those awards. This cost is ratmgl over the period, which an employee is regluiceprovide services
exchange for the award, generally the vesting deroBlack-Scholes model is utilized to estimate the fair eatd stock options, while tl
market price of the Company’s common stock at tite df grant is used for stock awards.

Marketing Costs

The Company expenses marketing costs, includingréiding, in the period incurred.
Income Taxes

The Company accounts for income taxes using thet assl liability method. Under the asset and ligbihethod, deferred tax ass
and liabilities are recognized for the future tansequences attributable to differences betweerirthacial statement carrying amount:
existing assets and liabilities and their respectax bases. A valuation allowance is establisliédis “more likely than not"that all or i
portion of the deferred tax asset will not be zadi

The tax effects from an uncertain tax position barrecognized in the financial statements onlpaed on its merits, the positio
more likely than not to be sustained on audit ytxing authorities. Interest and penalties rdl&teuncertain tax positions are recorded as
of income tax expense.

Comprehensive Income
Comprehensive income consists of net income angr @tbmprehensive income. Changes in unrealized gaid losses on available-

for-sale securities and the related tax costs nefits are the only components of other compreleniscome for the Company.
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Earnings Per Share“EPS")

Basic earnings per share represents income awaitalbitommon shareholders divided by the weiglategtage number of comm
shares outstanding during the period. Diluted egsper share reflect additional common shareswbatd have been outstanding if dilut
potential common shares had been issued, as watlyaadjustment to income that would result from dssumed issuance. Potential com
shares that may be issued by the Company relatetstanding stock options and restricted stockctviaire determined using the treasury <
method, and stock to be issued as contingent ceragidn related to an acquisition that occurre@Cm?2.

Fair Value Measurement

Fair values of financial instruments are estimaisidg relevant market information and other assionpt as more fully disclosed ii
separate note. Fair value estimates involve urinéiga and matters of significant judgment regagdinterest rates, credit risk, prepayme
and other factors, especially in the absence o&dnmarkets for particular items. Changes in assiomptor in market conditions cot
significantly affect these estimates.

New Accounting Pronouncemen

In May 2014, the Financial Accounting Standardsda-ASB”) issued Accounting Standards Update ((8$2014-09, ‘Revenu
from Contracts with Customers (Topic 660): Summeamg Amendments that Create Revenue from ContratiisGustomers (Topic 606) a
Other Assets and Deferred Costs-Contracts withdbusts (Subtopic 340-40)The guidance in this update supersedes the revecognitiot
requirements in ASC Topic 605, Revenue Recognition most industrgpecific guidance throughout the industry topicshef codificatior
For public companies, this update will be effecioeinterim and annual periods beginning after &aber 15, 2016. The Company is curre
assessing the impact that this guidance will havétoconsolidated financial statements, but dagsempect the guidance to have a mat
impact on the Company’s consolidated financialestegnts.

In January 2014, the FASB issued ASU No. 2014-8%&ckivables — Troubled Debt Restructurings by Goesli(Subtopic 31@0):
Reclassification of Residential Real Estate Cotldized Consumer Mortgage Loans upon Foreclosurbe’ objective of this guidance is
clarify when an in substance repossession or fosecé occurs, that is, when a creditor should hesidered to have received phys
possession of residential real estate propertyaishlizing a consumer mortgage loan such thalotne receivable should be derecognized
the real estate property recognized. ASU No. 204 4tates that an in substance repossession atdsuee occurs, and a creditor is consid
to have received physical possession of residerdall estate property collateralizing a consumertgage loan, upon either (1) the crec
obtaining legal title to the residential real estatoperty upon completion of a foreclosure ortii2) borrower conveying all interest in
residential real estate property to the creditosatisfy that loan through completion of a deetidén of foreclosure or through a similar le
agreement. Additionally, ASU No. 20D# requires interim and annual disclosure of bdfhtlfe amount of foreclosed residential real e
property held by the creditor and (2) the recorolegstment in consumer mortgage loans collatemline residential real estate property
are in the process of foreclosure according tolloeguirements of the applicable jurisdiction. ASld. 201404 is effective for interim ar
annual reporting periods beginning after Decembe2014. The adoption of ASU No. 2004-is not expected to have a material impact o
Company’s Consolidated Financial Statements.
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NOTE 2: ACQUISITIONS

August 15, 2012, the Company acquired all the assed assumed all the liabilities of Desert ComiaéRBank (‘DCB”) in exchang
for stock and a minimal amount of cash for fracéiloshares. The Company issued 815,447 sharesadritmon stock with an agreegbon fai
value of $15.00 per share and paid $3,000 in dasaddition, prior to the acquisition, the Compdrad acquired shares of DCB at a co:
$241,000. The primary reasons for acquiring DCBewty expand into the Coachella Valley and to graw banking and investme
management businesses within the Coachella Vallsyart of this acquisition, the Bank succeedeB@B’s assets, liabilities and operatic
As a result, the Bank acquired branches in Palne®esd El Centro, California from DCB, and condatid its existing branch in La Quir
California into the Palm Desert branch.

Pro Forma Information (unauditec

The following table presents unaudited pro fornfarimation as if the DCB acquisition had occurredJanuary 1, 2012 after givi
effect to certain adjustments. The unaudited pronféoinformation for the year ended December 31,220tludes adjustments for intet
income on loans acquired, amortization of intareghdrising from the transaction, adjustments faarést expense on deposits acquired, ar
related income tax effects of all these items. éeeffect of these pro forma adjustments was & #illion decrease in net income for the \
ended December 31, 2012. The unaudited pro formandial information is not necessarily indicativietlte results of operations that wo
have occurred had the transaction been effectédeoassumed date.

Pro Forma Summarized Income Statement Data (Unaudid)
Pro Forma
Year Ended
December 31, 2012

(dollars in thousands

Net interest incom $31,29¢
Provision for loan losse 2,670
Noninterest incom 16,800
Noninterest expenst 38,80:
Income before taxe 6,622

Taxes on incom 1,967

Net income $4,65E

Net income per shar
Basic $0.65
Diluted $0.63

The amount of revenues (net interest income andnterast income) for the period from August 16, 20t December 31, 20
related to the loans, deposits and operations sjfiom DCB and included in the results of operagifor the year ended December 31, !
was approximately $2.3 million. The earnings fa geriod from August 16, 2012 to December 31, 2@l&ted to the operations acquired f
DCB and included in the results of operations far year ended December 31, 2012 was approximadebyrfillion.
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Assets Measured at Fair Value on a Recurring Ba

The following tables show the recorded amountsseéts and liabilities measured at fair value oecanring basis as of:

Fair Value Measurement Level

Total Level 1 Level 2 Level 3
(dollars in thousands
December 31, 2014:
Investment securities available for s
US Treasury securitie $ 30C $ 30C $ — 3 —
FNMA and FHLB Agency note 10,27: — 10,27 —
Agency mortgag-backed securitie 127,69: — 127,69: —
Total assets at fair value on a recurring b $ 138,27( $ 30C $ 137,97 $ —
December 31, 2013
Investment securities available for s
US Treasury securitie $ 30C $ 30C $ — 3 —
FNMA and FHLB Agency note 9,78( — 9,78( —
Agency mortgag-backed securitie 49,03 — 49,03! —
Total assets at fair value on a recurring b $ 59,11. $ 30C $ 58,11 § —

Fair Value of Financial Instruments

We have elected to use fair value measuremenisctd fair value adjustments to certain assetdliabiities and to determine f
value disclosures. Securities available for sate raeasured at fair value on a recurring basis. thudilly, from time to time, we may
required to measure at fair value other assets oormecurring basis, such as loans held for investnand certain other assets. Tl
nonrecurring fair value adjustments typically in@lkpplication of lower of cost or market accougtim write-downs of individual assets.

Fair value estimates are made at a discrete potithe based on relevant market information anémififormation about the financ
instruments. Because no active market exists Bgmificant portion of our financial instrumentsjrfvalue estimates are based in large pe
judgments we make primarily regarding current ecoisaconditions, risk characteristics of variousafiicial instruments, prepayment rates,
future expected loss experience. These estimatesubjective in nature and invariably involve somleerent uncertainties. Additional
unexpected changes in events or circumstancesatam that could require us to make changes to ssuraptions and which, in turn, co
significantly affect and require us to make chartgesur previous estimates of fair value.

In addition, the fair value estimates are baseexsting on and offialance sheet financial instruments without attémypio estimat
the value of existing and anticipated future cusiomelationships and the value of assets and iligsilthat are not considered finan
instruments, such as premises and equipment aed rathl estate owned.

The following methods and assumptions were usestimate the fair value of financial instruments.

Cash and Cash Equivalent3he fair value of cash and cash equivalents aqipiates its carrying value.

Interest-Bearing Deposits with Financial Institut®. The fair values of intereftearing deposits maturing within ninety d

approximate their carrying values.
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Investment Securities Available for Salkvestment securities available-femle are measured at fair value on a recurring bgai
value measurement is based upon quoted pricesaifable. If quoted prices are not available, featues are measured using indeper
pricing models or other model-based valuation tephes such as the present value of future castsfladjusted for the securigytredit rating
prepayment assumptions and other factors suched# twss assumptions. Levebkg&curities include those traded on an active exgasuch ¢
the New York Stock Exchange, U.S. Treasury seesrithat are traded by dealers or brokers in acss-theeounter markets and mor
market funds. Level 2 securities include mortghgeked securities issued by government sponsorgtiesnmunicipal bonds and corpor
debt securities. Securities classified as levelcBide asset-backed securities in less liquid ntarke

Federal Home Loan Bank and Federal Reserve BartkSEbe Bank is a member of the Federal Home Loan Bgrek“FHLB”) anc
the Federal Reserve Bank of San Francisco (the "FR& members, we are required to own stock of the Bldhd the FRB, the amount
which is based primarily on the level of our bormogs from those institutions. We also have thetrighacquire additional shares of stoc
either or both of the FHLB and the FRB; howeverdaie, we have not done so. The fair values of stk are equal to their respec
carrying amounts, are classified as restricted ri#ézsiand are periodically evaluated for impairmbased on our assessment of the ulti
recoverability of our investments in that stock.yArash or stock dividends paid to us on such stwekeported as income.

Loans. The fair value for loans with variable intereates is the carrying amount. The fair value ofdixate loans is derived
calculating the discounted value of future caslwé@xpected to be received by the various homogeneategories of loans. All loans h
been adjusted to reflect changes in credit risk.

Impaired Loans ASC 820-10 applies to loans measured for impaitrireaccordance with ASC 310-1A¢counting by Creditors fi
Impairment of a Loan”, including impaired loans reg@d at an observable market price (if availatdey at the fair value of the loan’
collateral (if the loan is collateral dependengsleselling cost. The fair value of an impaired légamstimated using one of several metfr
including collateral value, market value of simithebt, enterprise value, liquidation value andalisted cash flows. When the fair value of
collateral is based on an observable market price aurrent appraised value, we measure the intben at nonrecurring Level 2. When
appraised value is not available, or managememrmates the fair value of the collateral is furtlmpaired below the appraised value
there is no observable market price or a discounteh flow has been used to determine the faireyake measure the impaired loal
nonrecurring Level 3.

Deposits. The fair value of demand deposits, savings dépoand money market deposits is defined as theuatagayable ¢
demand at quartend. The fair value of fixed maturity certificatefsdeposit is estimated based on the discountade\af the future cash floy
expected to be paid on the deposits.

Borrowings. The fair value of $263 million in borrowings iset carrying value of overnight FHLB advances thgiraximate fai
value because of the sheetrim maturity of this instrument, resulting in avieé2 classification. The fair value of term boriags is derived t
calculating the discounted value of future castvii@xpected to be paid out by the Company. Thed$%hdlion term loan is a variable rate Ic
for which the rate adjusts quarterly, and as sitsliair value is based on its carrying value résglin a Level 3 classification.

The following table sets forth the estimated falues and related carrying amounts of our finanogtuments as of:

Carrying Fair Value Measurement Level
(dollars in thousands Value 1 2 3 Total

December 31, 201«
Assets:

Cash and cash equivalel $ 29,69: $ 29,69. $ — 3 — 3 29,69:

Securities AF¢ 138,27( 30C 137,97( — 138,27(

Loans 1,156,24. — — 1,186,40: 1,186,40:

Investment in FHLB stoc 12,36: 12,36: — — 12,36:
Liabilities:

Deposits 962,95- 709,60« 253,24« — 962,84t

Borrowings 282,88t — 263,00( 19,88¢ 282,88t
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Carrying Fair Value Measurement Level
(dollars in thousands Value 1 2 3 Total
December 31, 201:
Assets:
Cash and cash equivalel $ 56,95 $ 56,95¢ $ — 3 — 3 56,95¢
Securities AFS 59,11 30C 58,81 — 59,11:
Loans 893,73l — — 933,69! 933,69!
Investment in FHLB stoc 6,721 6,721 — — 6,721
Liabilities:
Deposits 802,03 556,17: 245,92( — 802,09:
Borrowings 141,06: — 134,00( 7,06: 141,06:
NOTE 4: SECURITIES
The following table provides a summary of the CompstAFS securities portfolio at December 31.:
Amortized Gross Unrealized Estimated
(dollars in thousands Cost Gains Losses Fair Value
2014:
US Treasury securitie $ 30C $ — 8 — 8 30C
FNMA and FHLB Agency note 10,49¢ — (219 10,271
Agency mortgag-backed securitie 125,94« 1,881 (132 127,69:
Total $ 136,74( $ 1,881 $ (35)) $ 138,27(
2013:
US Treasury securitie $ 30C $ — $ — 8 30C
FNMA and FHLB Agency note 10,49¢ — (716, 9,78(
Agency mortgag-backed securitie 50,98 30 (1,982 49,03
Total $ 61,77¢ $ 30 $ (2,698 $ 59,11:

The US Treasury Securities are pledged as collaethe State of California to meet regulatoryuiegments related to the Bask’
trust operations.

The table below indicates, as of December 31, 2@1et gross unrealized losses and fair values ofirugstments, aggregated
investment category and length of time that théviddal securities have been in a continuous uiredlloss position.

Securities with Unrealized Loss at December 31, 20

Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
(dollars in thousands Value Loss Value Loss Value Loss
FNMA and FHLB Agency note $ — — 3 10,277 $ (219 $ 10,277 $ (219
Agency mortgage backed securit 4,87¢ (10 12,78¢ (122) 17,661 (132)
Total temporarily impaired securiti ~ $ 487¢ $ (10 $ 23,066 $ (341)) $ 27,94¢ $ (35))

Unrealized losses on FNMA and FHLB agency notes agehcy mortgagbacked securities have not been recognized intonie
because the issuer bonds are of high credit quatiszmagement does not intend to sell and it ismme likely than not that management wc
be required to sell the securities prior to theiti@pated recovery, and the decline in fair valsiéargely due to changes in interest rates.
fair value is expected to recover as the bondscaggbr maturity.

79




FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

The scheduled maturities of securities AFS, othantagency mortgage backed securities, and thedealgeighted average yield is
follows as of December 31, 2014:

Less than 1 Through 5 Through After
(dollars in thousands’ 1 Year 5 years 10 Years 10 Years Total
Amortized Cost
US Treasury securitie $ — 30C % — 8 — % 30c
FNMA and FHLB Agency note — — 10,49¢ — 10,49¢
Total $ — ¢ 30C $ 10,49¢ $ — $ 10,79¢
Weighted average yiel 0.0(% 0.45% 1.7¢% 0.0(% 1.74%
Estimated Fair Value:
US Treasury securitie $ — 3 30C $ — 3 — $ 30C
FNMA and FHLB Agency note — — 10,27 — 10,27
Total $ — $ 30C $ 10,270 $ — $ 10,571

Agency mortgage backed securities are excluded fhenabove table because such securities are eaitdusingle maturity date. 1
weighted average yield of the agency mortgage lthskeurities as of December 31, 2014 was 2.48%.

NOTE 5: LOANS
The following is a summary of our loans as of Deben8B1:

(dollars in thousands 2014 2013
Recorded investment balans
Loans secured by real este
Residential propertie:

Multifamily $ 481,49: % 405,98
Single family 360,64« 227,09¢

Total real estate loans secured by residentialestizs 842,13! 633,08(
Commercial propertie 205,32( 154,98
Land 4,30¢ 3,79¢
Total real estate loar 1,051,76. 791,85¢
Commercial and industrial loal 93,531 93,25¢
Consumer loan 21,12¢ 18,48
Total loans 1,166,42 903,59!
Deferred fees and expens (34) 50
Total $ 1,166,39, $ 903,64!

As of December 31, 2014 and 2013, the principaitzds shown above are net of unaccreted discdateddo loans acquired in an
acquisition of $0.8 million and $3.1 million, respieely.
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In 2012, the Company purchased loans, for whictethes, at acquisition, evidence of deterioratibaredit quality since originatic
and it was probable, at acquisition, that all caciwally required payments would not be collecfBue carrying amount of these purche
credit impaired loans is as follows at December 31:

(dollars in thousands 2014 2013
Outstanding principal balanc
Loans secured by real este

Commercial propertie $ 20€ $ 5,54:
Land — 2,331
Total real estate loar 20¢€ 7,87¢
Commercial and industrial loal 2,00z 2,48¢
Consumer loan 24¢ 26C
Total loans 2,457 10,62
Unaccreted discount on purchased credit impairadd (657) (2,945
Total $ 1,80¢ $ 7,67¢

Accretable yield, or income expected to be collédr purchased credit impaired loans, is as follatdecember 31.:

(dollars in thousands 2014 2013
Beginning balanc $ 2,34¢ $ 1,531
New loans purchase — —
Accretion of income (1,07¢) (730)
Reclassifications from nonaccretable differe (397 1,87¢
Disposals (752) (331)
Ending balanc $ 13C $ 2,34¢

During 2013, the unaccreted discount related ttagepurchased credit impaired loans was increagefi72,000, and recorded ¢
charge to the ALLL to account for changes in thajgmted cash flows of these loans.

The following table summarizes our delinquent andatcrual loans as of December 31:

Past Due and Still Accruing Total Past
90 Days Due and
(dollars in thousands 3059 Days  60-89 Days or More Nonaccrual  Nonaccrual Current Total

2014
Real estate loan

Residential propertie $ — 3 — % — 3 — $ — $ 842,13:+ $ 842,13

Commercial propertie — 80t 20C 59¢€ 1,601 203,71¢ 205,32

Land — — 651 — 651 3,65¢ 4,30¢
Commercial and industrial loax 2,09: 28¢ 70C 34z 3,42: 90,11« 93,53
Consumer loan — — 637 162 80C 20,32 21,12!

Total $ 209 $ 1,09 $ 218t $ 1,101 $ 6,47 $1,159,95 $ 1,166,42

Percentage of total loal 0.1&% 0.0<% 0.1% 0.09% 0.56%
2013:
Real estate loan

Residential propertie $ — — — $ 182 $ 1,82( $ 631,26( $ 633,08

Commercial propertie — — 417 59¢ 1,01t 153,96° 154,98

Land — — 1,48( — 1,48( 2,31¢ 3,79:
Commercial and industrial loal — 2,744 1,31¢ 344 4,402 88,85: 93,25!
Consumer loan — — — 13z 13z 18,35: 18,48.

Total $ — $ 274 % 3212 $ 2894 $ 8,85( $ 894,74 $ 903,59

Percentage of total loal 0.0(% 0.3(% 0.3¢% 0.32% 0.9&%
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The level of delinquent loans and nonaccrual Idamge been adversely impacted by the loans acqinreth acquisition. As
December 31, 2014, of the $3.3 million in loansr®@ days past due, including loans on nonacc#iia8 million, or 54% were loans acqui
in an acquisition.

Accrual of interest on loans is discontinued wheasponable doubt exists as to the full, timely otk of interest or principal ar
generally, when a loan becomes contractually pastfdr ninety days or more with respect to printimainterest. The accrual of interest r
be continued on a wedlecured loan contractually past due ninety daysae with respect to principal or interest if tharn is in the process
collection or collection of the principal and irgst is deemed probable. The Bank considers a &e impaired when, based upon cui
information and events, it believes it is probathiat the Bank will be unable to collect all amoudte according to the contractual terms o
loan agreement. The determination of past due, auonal or impairment status of loans acquired iraequisition, other than loans deet
purchased impaired, is the same as loans we ordgina

As of December 31, 2014, the Company had two lomitis a balance of $0.5 million classified as tradldebt restructurin
(“TDR”) which are included as nonaccrual in the table abBwéh loans were classified as a TDR as a re$uatreduction in required princif
payments and an extension of the maturity dateefdans. As of December 31, 2013, the Companyhadoan with a balance of $0.1 mill
classified as a troubled debt restructurings (“TPRhich is included as nonaccrual in the table abdVés loan was classified as a TDR
result of a reduction in required principal paynsesd an extension of the maturity date of the.loan

NOTE 6: ALLOWANCE FOR LOAN LOSSES

The following is a rollforward of the Bank’s allowee for loan losses for the years ended December 31

Beginning Provision for Ending
(dollars in thousands Balance Loan Losses Charge-offs Recoveries Balance
2014:
Real estate loan
Residential propertie $ 6,157 $ 42¢ % — 3 — 3 6,58¢
Commercial propertie 1,44( 86 — — 1,52¢
Commercial and industrial loa 2,14¢ (252 — — 1,897
Consumer loan 16¢ (28 — — 141
Total $ 9,91t $ 23t $ — $ — $ 10,15(
2013:
Real estate loan
Residential propertie $ 4358 % 1,80: $ — 3 — 3 6,157
Commercial propertie 93€ 561 (57) — 1,44C
Commercial and industrial loa 2,841 71 (769) — 2,14¢
Consumer loan 20¢ (39) — — 16¢
Total $ 8,34( $ 2,39t $ (820) $ — $ 9,91¢
2012:
Real estate loan
Residential propertie $ 3,98/ % 64€ $ (275) $ — 3 4,35¢
Commercial propertie 1,21¢ (282) — — 93¢
Commercial and industrial loal 1,104 1,73 — — 2,841
Consumer loan 244 (36) — — 20€
Total $ 6,55( $ 2,06t $ (275 $ — $ 8,34(
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The following table presents the balance in thevadince for loan losses and the recorded investindoans by impairment meth
as of December 31:

(dollars in thousands Allowance for Loan Losses Unaccrgted
Evaluated for Impairment Purchased Co%rgggem
Individually Collectively Impaired Total Other Loans
2014:
Allowance for loan losse!
Real estate loan
Residential propertie $ — $ 6,58t $ — $ 6,58t $ 2€
Commercial propertie 26 1,50(C — 1,52¢ 19z
Land — — — — 4
Commercial and industrial loa 68¢€ 1,211 — 1,891 45
Consumer loan — 141 — 141 —
Total $ 71z $ 9,43¢ $ — $ 10,15 $ 26¢€
Loans:
Real estate loan
Residential propertie $ 43 $ 842,09: $ — $ 842,13' % 2,86
Commercial propertie 5,74 199,37¢ 20C 205,32( 21,12¢
Land — 4,30¢ — 4,30¢ 1,09¢
Commercial and industrial loal 5,63¢ 86,34: 1,55¢ 93,531 5,89:
Consumer loan 11€ 20,96 47 21,12¢ 8
Total $ 11,53¢ $ 1,153,08 $ 1,806 $ 1,166,421 $ 30,98’
2013:
Allowance for loan losse!
Real estate loan
Residential propertie $ — $ 6,157 $ — $ 6,151 $ 36
Commercial propertie 19C 1,25( — 1,44( 29C
Land — — — — 26
Commercial and industrial loa 92t 1,22¢ — 2,14¢ 12¢
Consumer loan — 16¢ — 16¢ 11
Total $ 1,11t $ 8,80( $ — $ 9,91 $ 48¢
Loans:
Real estate loan
Residential propertie $ 224¢ $ 630,83 $ — $ 63308 $ 3,44¢
Commercial propertie 821 150,05: 4,10¢ 154,98: 23,96¢
Land — 2,31« 1,48( 3,79¢ 1,93¢
Commercial and industrial loau 2,99¢ 88,20¢ 2,043 93,25¢ 10,35¢
Consumer loan — 18,44 43 18,48: 16C
Total $ 6,06¢ $ 889,84¢ $ 7,67¢ $ 903,59! $ 39,87(

The column labeled “Unaccreted Credit ComponeneOtlvans’represents the amount of unaccreted credit compatigcount fo
the other loans acquired in the Merger, and thiedtprincipal balance of the related loans. Thedlist is equal to 0.86% and 1.23% of
stated principal balance of these loans as of Dbeeil, 2014 and 2013, respectively. In additiothi® unaccreted credit component discc
an additional $0.3 million and $0.2 million of tA&LL was provided for these loans as of December2Bil4 and 2013, respectively.
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The Bank categorizes loans into risk categoriegdhas relevant information about the ability of feevers to service their debt si
as current financial information, historical payrmewrperience, collateral adequacy, credit docuntiemtaand current economic trends, am
other factors. The Bank analyzes loans individuély classifying the loans as to credit risk. Thislgsis typically includes larger, non-
homogeneous loans such as loans secured by muliifamcommercial real estate and commercial ardugtrial loans. This analysis
performed on an ongoing basis as new informatiabtained. The Bank uses the following definitiémsrisk ratings:

Pass:Loans classified as pass are strong credits witlexisting or known potential weaknesses deservingianagemens clos:
attention.

Special Mention:Loans classified as special mention have a potemgakness that deserves managensetibse attention. If le
uncorrected, these potential weaknesses may iastdterioration of the repayment prospects forltia or of the institutiors credit positio
at some future date.

Substandard:Loans classified as substandard are inadequatetgqted by the current net worth and paying capadithe obligor @
of the collateral pledged, if any. Loans so clasdihave a welblefined weakness or weaknesses that jeopardizigti@ation of the debt. The
are characterized by the distinct possibility that institution will sustain some loss if the déditcies are not corrected.

Impaired: A loan is considered impaired, when, based on ntiinrdormation and events, it is probable that Bamk will be unable 1
collect all amounts due according to the contrddtrans of the loan agreement.

Additionally, all loans classified as troubled debstructurings (“TDRs”are considered impaired. Purchased credit imp&iaus ar
not considered impaired loans for these purposes.

Loans listed as pass include larger mamogeneous loans not meeting the risk rating ieins above and smaller, homogene
loans not assessed on an individual basis.

Based on the most recent analysis performed, $kecategory of loans by class of loans is as fadlew of December 31:

Special
(dollars in thousands Pass Mention Substandard Impaired Total
2014:
Real estate loan
Residential propertie $ 841,53t $ 554 $ — 3 43 $ 842,13!
Commercial propertie 198,11. 1,26¢ 20C 5,74z 205,32
Land 4,30¢ — — — 4,30¢
Commercial and industrial loal 81,06" 5,27¢ 1,55¢ 5,63¢ 93,53°
Consumer loan 20,96: — 47 11€ 21,12t
Total $ 1,14598 $ 7,09¢ $ 1,80¢ $ 11,53t $ 1,166,42
2013:
Real estate loan
Residential propertie $ 630,83. $ — 3 — 3 2,24¢  $ 633,08
Commercial propertie 150,05: — 4,10¢ 821 154,98
Land 2,31¢ — 1,48( — 3,79¢
Commercial and industrial loa 88,16¢ 43 2,047 2,99¢ 93,25¢
Consumer loan 18,30¢ — 17¢ — 18,48
Total $ 889,67: $ 43 $ 781C $ 6,066 $ 903,59!
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Impaired loans evaluated individually and any edatllowance is as follows as of December 31:

With No Allowance Recorded With an Allowance Recorded
Unpaid Unpaid
Principal Recorded Principal Recorded Related
(dollars in thousands Balance Investment Balance Investment Allowance
2014:
Real estate loan
Residential propertie $ 43 % 43 % — 3 — 8 —
Commercial propertie 5,56¢ 5,56¢ 174 174 26
Commercial and industrial loa 2,09/ 2,09/ 3,541 3,451 68¢€
Consumer loan 11€ 11€ — — —
Total $ 7821 $ 7821 $ 3,71t % 3,71t % 712
2013:
Real estate loan
Residential propertie $ 2,24¢  $ 2,24¢  $ — 3 — $ —
Commercial propertie 22¢ 22¢ 59¢ 59¢ 19C
Commercial and industrial loa — — 2,99¢ 2,99¢ 92t
Consumer loan — — — — —
Total $ 2471 $ 2471 $ 36597 $ 36597 $ 1,11¢

The weighted average annualized average balantkeofecorded investment for impaired loans, begigrfrom when the loe
became impaired, and any interest income recordedmpaired loans after they became impaired is d®ws for the years endi
December 31:

2014 2013 2012
Interest Interest Interest

Average Income after Average Income after Average Income after

Recorded Recorded Recorded
(dollars in thousands Investment Impairment Investment Impairment Investment Impairment

Real estate loan

Residential propertie $ 3,000 $ 25 $ 225 % 32 $ 202 % 98
Commercial propertie 3,211 14C 323 22 — —
Commercial and industrial loal 1,19¢ 241 2,69( 16¢€ 45 —
Consumer loan 12€ — — — 22t 14
Total $ 753¢ $ 40€ $ 526 $ 22z $ 2,29 $ 112

There was no interest income recognized on a casis m either 2014 or 2013 on impaired loans.

NOTE 7: PREMISES AND EQUIPMENT

A summary of premises and equipment is as followBexzember 31:

(dollars in thousands 2014 2013
Leasehold improvements and artw: $ 1,202 $ 1,33¢
Information technology equipme 3,07: 3,131
Furniture and fixture 1,96¢ 1,63¢
Total 6,24« 6,10¢
Accumulated depreciation and amortizat (4,057%) (2,859
Net $ 2,187 $ 3,24¢
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NOTE 8: REAL ESTATE OWNED

The activity in our portfolio of REO is as follovesiring the periods ending December 31:

(dollars in thousands 2014 2013
Beginning balanc $ 37t % 65C
Loans transferred to RE 1,83¢ —
Purchase of note on REO prope 1,28¢ —
REO chargeoff: — (275)
Dispositions of REC (3,160 —
Ending balanc $ 334 $ 37t

NOTE 9: DEPOSITS

The following table summarizes the outstanding medaof deposits and average rates paid thereoaadritber 31:

2014 2013
Weighted Weighted
(dollars in thousands Amount Average Rate Amount Average Rate
Demand deposit:
Noninteres-bearing $ 246,13 —  $ 217,78: —
Interes-bearing 291,50¢ 0.502% 217,12¢ 0.50%%
Money market and saviny 171,95t 0.626% 121,26( 0.49%
Certificates of deposit 253,35( 0.61% 245,86t 0.606%
Total $ 962,95¢ 0.42% $ 802,03 0.398%

At December 31, 2014, of the $117.0 million of ifextes of deposits of $250,000 or more, $96.9iamimature within one year a
$20.1 million mature after one year. Of the $136iHlion of certificates of deposit of less than $2800, $127.1 million mature within one y
and $9.3 million mature after one year. At Decen8%r2013, of the $93.8 million of certificatesdsfposits of $250,000 or more, $84.9 mil
mature within one year and $8.9 million mature rafiee year. Of the $152.1 million of certificatelsdeposit of less than $250,000, $1:
million mature within one year and $15.6 million t after one year.

NOTE 10: BORROWINGS

Borrowings:At December 31, 2014, our borrowings consisted2®3%0 million of overnight FHLB advances and a $1illion terrr
loan payable by FFI. As described below, our oatliteg borrowings under the term loan were increase&80.0 million effective February :
2015. At December 31, 2013, our borrowings condisfe$134.0 million of overnight FHLB advances an&7.1 million note payable by F
These FHLB advances were paid in full in the epdyt of January 2015 and 2014, respectively, amd bderest rates of 0.27% and 0.0
respectively. Because the Bank utilizes overnigihtdwings, the balance of outstanding borrowingstfiates on a daily basis.

FHLB advances are collateralized by loans secusedhbltifamily and commercial real estate propertigth a carrying value «
$708.8 million as of December 31, 2014. As a maifguractice, the Bank provides substantially &lite qualifying loans as collateral to
FHLB. The Banks total borrowing capacity from the FHLB at Decem®&, 2014 was $593.5 million. In addition to th268.0 millior
borrowing, the Bank had in place $68.5 million ett¢rs of credit from the FHLB which are used teetredllateral requirements for borrowil
from the State of California and local agencies.
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The Bank also has a $10.0 million available unssttued funds line with Pacific Coast BanleBank, a $2.0 million availat
unsecured fed funds line with Wells Fargo Bank, ar®l5.0 million available unsecured fed funds Bb&ions Bank. None of these lines
outstanding borrowings as of December 31, 2014. Ihoad, the Banls unused lines of credit as of December 31, 2014 %289.0 millior
The average daily balance of borrowings outstandiming 2014 and 2013 was $192.8 million and $&4illon, respectively.

In the second quarter of 2013 FFI entered intarma tean agreement to borrow $7.5 million. In thestfiquarter of 2014, FFI ente
into an amendment to this loan agreement purswamthich we obtained an additional $15.0 millionbafrrowings. In February, 2015 F
entered into a second amendment to this loan agmepursuant to which we obtained an additional. 310illion of borrowings, increasil
our total borrowing under this loan to $30.0 mitlias of February 28, 2015. In addition, the mafuidte was extended to May 2022 anc
interest rate on the loan was reduced from ninafyldBOR plus 4.00% to ninety day LIBOR plus 3.75%hese amendments did not alter
other terms of the Loan Agreement or the loan, roti@n the increases in the principal amount ofléla@ and a corresponding increase ir
amount of the monthly installments of principal @nterest payable on the loan. The amended loageawgnt requires us to make mon
payments of principal of $0.25 million plus inteesith a final payment of the unpaid principal &ate, in the amount of $8.75 million,
accrued but unpaid interest, at the maturity datheloan in May 2022. We have the right, in oigtcetion, to prepay the loan at any tim
whole or, from time to time, in part, without angralties or premium. As security for our repaynadrthe loan, we pledged all of the comr
stock of the Bank to the lender. We are requirechéet certaiffinancial covenants during the term of the loawr)uding limits on classifie
assets and nonperforming assets, the maintenameguwfed leverage ratios, fixed charge coveragjesand capital ratios and the mainten:
of required liquidity levels at FFI. As of Decemi&, 2014, the Company was in compliance with aithese covenants. The term loan |
agreement also contains restrictions against didmdsassets, incurrence of debt and the paymedivafends without the prior written cons
of the lender. The scheduled payments of prindipathe next five years under this amended ternm vare as follows as of December
2014:

(dollars in thousands
Year Ending December 3

2015 $ 2,44¢
2016 3,00(
2017 3,00(
2018 3,00(
2019 3,00(

NOTE 11: SHAREHOLDERS’ EQUITY

In August 2012, the Company acquired all of theetssand assumed all of the liabilities of Deserm@wrcial Bank. The merc
agreement for this acquisition included a contingsyout based on the performance of certain asseisa two year period. The Comp
has determined that the amount of the contingeydyteto be $1.0 million, of which $0.9 million ie be paid out in common stock of FFI us
an assumed value of $15.00 per share and $0.Jomili to be paid out in cash. As of December 8142 the Company had issued 23,
shares of FFI common stock as part of this payadtanticipates issuing up to an additional 32,00dress. The potential issuance of 32
shares of FFI common stock has been included aswdilshares for purposes of computing our earngegshare.

During the first four months of 2013 FFI sold 38 7hares of its common stock under a supplemeritaltp placement in exchar
for $0.6 million. In December of 2013 FFI sold ad#ional 318,987 shares of its common stock uradeupplemental private placemen
exchange for $5.7 million. As part of the acqusitiof DCB in 2012, the Company issued 815,447 shafeits common stock to t
shareholders of DCB. During 2012, 374,438 sharemofmon stock were sold by FFI under a supplememiahte placement in exchange
$5.6 million.

FFI is a holding company and does not have anydaperating activities. Any future cash flow need$-F| are expected to be r
by its existing cash and cash equivalents and eindd from its subsidiaries. The Bank is subjeataigous laws and regulations that limit
amount of dividends that a bank can pay withougiolitg prior approval from bank regulators. As efdd@mber 31, 2014, FBl'cash and ca
equivalents totaled $5.7 million.
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NOTE 12: EARNINGS PER SHARE

The following table sets forth the Company’s eagsiper share calculations for the years ended Disee®1:

2014 2013 2012
(dollars in thousands, except per she
amounts) Basic Diluted Basic Diluted Basic Diluted

Net income $ 8,394 $ 8,39: §$ 7,851 $ 785] $ 5801 $ 5,801
Basic common shares outstand 7,737,031 7,737,031 7,424,211 7,424,211 6,603,53. 6,603,53.
Effect of options, restricted stock and contingsdres

issuable 429,30° 318,00! 228,42.
Diluted common shares outstand 8,166,34. 7,742,21! 6,831,95!
Earnings per shai $ 1.0¢ $ 1.0 $ 1.06 $ 1.01 $ 08¢ $ 0.8t

Based on a weighted average basis, options to asedd6,324, 154,814, and 582,472 shares of cominckwere excluded for 201
2013, and 2012 respectively, because their effecidvhave been anti-dilutive.

NOTE 13: STOCK BASED COMPENSATION

In 2007, the Board of Directors of FFI approved tstock option plans (“the Plansthat provide for future grants of options
employees and directors of the Company for the hase of up to 1,300,282 shares of the $[Ebmmon stock. In 2010, the Sharehol
approved an increase of 580,000 in the number afeshavailable for issuance under one of thesesplme options, when granted, hawvt
exercise price not less than the current markatevaf the common stock and expire after ten yefamoti exercised. If applicable, vest
periods are set at the date of grant and the Rlemsde for accelerated vesting should a changeomtrol occur. The Company recogni
stockbased compensation expense of $0.5 million, $0lBomi and $0.7 million in 2014, 2013, and 2012spectively. Included in the 20
amount is $0.1 million of expense related to ret#d stock grants.

The fair value of the each option granted in 24,3 and 2012 was estimated on the date of the gsamg the BlackScholes optio
pricing model with the following assumptions:

Expected Volatility 2%
Expected Tern 6.5 year
Expected Dividend None
Weighted Average Risk Free Ra
2014 grant: 2.26%
2013 grant: 1.181%
2012 grant: 1.08%%
Weighte-Average Grant Fair Valut
2014 grant: $ 4.7
2013 grant: 3.7¢
2012 grant: 3.4¢

Since the Company has limited historical stockvétgtithe expected volatility is based on the histal volatility of similar companie
that have a longer trading history. The expecteth tepresents the estimated average period ofttiaiethe options remain outstanding. S
the Company does not have sufficient historicahdat the exercise of stock options, the expected i®based on the “simplifiedhethod the
measures the expected term as the average of stieg/@eriod and the contractual term. The risle frate of return reflects the grant ¢
interest rate offered for zero coupon U.S. Treakanyds over the expected term of the options.
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The following table summarizes the activities ia tlans during 2014:

Weighted Average
Weighted Average
Exercise Price pel
(dollars in thousands excej Remaining Aggregate
per share amounts) Options Granted Share Contractual Term Intrinsic Value

Balance: December 31, 20 1,430,966 $ 12.37
Options grante: 71,73t 18.0¢
Options exercise (84,86¢€) 11.1¢
Options forfeitec (32,669 15.2¢
Balance: December 31, 20 1,384,80: 12.6 4.50 Year $ 7,37¢
Options exercisabl 1,279,09. $ 12.32 4.15 Year $ 7,27:

As of December 31, 2014, The Company had $0.4 oniléf unrecognized compensation costs related tstanding stock optiol
which will be recognized through August 2017, sabje the vesting requirements for these stockoogti The intrinsic value of stock opti
exercised in 2014 was $0.6 million.

The following table summarizes the activities ia tlans during 2013:

Weighted Average
Weighted Average
Exercise Price pel
(dollars in thousands excej Remaining Aggregate
per share amounts) Options Granted Share Contractual Term Intrinsic Value

Balance: December 31, 20 1,423,960 $ 12.3¢
Options grante: 26,00( 15.5¢
Options exercise — —
Options forfeitec (18,999 15.5:
Balance: December 31, 20 1,430,96 12.3i 5.25 Year $ 8,051
Options exercisabl 1,249,961 $ 11.9¢ 4.83 Year $ 7,52

The following table summarizes the activities ia tlans during 2012:

Weighted Average
Weighted Average
Exercise Price pel

(dollars in thousands excej Remaining Aggregate
per share amounts) Options Granted Share Contractual Term Intrinsic Value
Balance: December 31, 20 1,364,46° $ 12.2:¢
Options grante: 70,00( 15.0C
Options exercise — —
Options forfeitec (10,509 13.5%
Balance: December 31, 20 1,423,96! 12.3¢ 6.21 Year $ 3,84¢
Options exercisabl 1,102,07. $ 11.5¢ 5.44 Year $ 3,84¢

In 2011, the Company entered into agreements Wwitghdf its independent directors which providedtfoe issuance of 3,000 share
restricted common stock of FFI to each of theseatiirs. For each director, 1,000 shares veste@lf and the remaining shares vested o
two year period subject to continued service agectbr. In 2013, the Company entered into an ages with an officer which provided 1
the issuance of 6,666 shares of restricted comnuoak ®f FFI, in 2011, the Company entered into greement with an officer which provic
for the issuance of 3,000 shares of restricted comstock of FFI and in 2010, the Company enteréal am agreement with an officer wh
provided for the issuance of 11,000 shares ofiotstt common stock of FFI. These shares vest ovbrege year period subject to contin
employment.
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The following table provides a summary of the nasted restricted stock grants issued by the Coypader the Plans for t
periods ended December 31:

2014 2013
Weighted Weighted

Average Grant Average Grant

Shares Date Fair Value Shares Date Fair Value
Balance: January 7,666 $ 17.61 10,667 $ 15.0¢
New stock grant — — 6,66¢ 18.0(
Shares vested and isst (3,227) 17.0% (9,667) 15.0C
Shares forfeite: — — — —
Balance December & 4,44¢ 18.0( 7,66¢€ 17.61

The fair value of the shares vested and issuedd@dsmillion and $0.2 million in 2014 and 2013, pestively.

NOTE 14: 401(k) PROFIT SHARING PLAN

The Company’s employees participate in the Commad@1(k) profit sharing plan (the “401k Plarthat covers all employe
eighteen years of age or older who have compldtezbtmonths of employment. Each employee eligiblparticipate in the 401k Plan n
contribute up to 100% of his or her compensatiabjext to certain statutory limitations. In 201813 and 2012, the Company matched 50
the participant’s contribution up to 5% of employssmpensation, which is subject to the ptamésting schedule. The Company contribut
of $0.5 million, $0.4 million and $0.3 million werecluded in Compensation and Benefits for 2014,28nd 2012, respectively. The Comg
may also make an additional profit sharing contidouon behalf of eligible employees. No profit shg contributions were made in 20
2013 or 2012.

NOTE 15: INCOME TAXES

The Company is subject to federal income tax anifd@aia franchise tax. Income tax expense (beh&fds as follows for the ye:
ended December 31:

(dollars in thousands 2014 2013 2012

Current expense¢

Federal $ 4,488 % 2,50t $ 3,30z

State 1,36¢ 392 75€
Deferred expense (benefi

Federal 263 997 (559

State 31z 354 (210
Benefit of net operating loss carryforwal — (172) (282)
Change in valuation allowan: — (2,447) (1,009

Total $ 6,421 $ 1,63C $ 2,00
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The following is a comparison of the federal statytincome tax rates to the Compasigffective income tax rate for the years el
December 31:

2014 2013 2012
(dollars in thousands Amount Rate Amount Rate Amount Rate

Income before taxe $ 14,82 $ 9,481 $ 7,80¢

Federal tax statutory ra $ 5,07( 34.2% $ 3,22¢ 34.0(% 2,65¢ 34.0(%
State tax, net of Federal bent 1,00¢ 6.81% 664 7.0(% 52¢€ 6.7:%
Change in valuation allowan — 0% (2,447 (25.79% (1,00%) (12.87%
DCB Asset Pool payot 154 1.04% — 0% — 0%
Other items, ne 194 1.31% 182 1.92% (16€) (2.16%
Effective tax rate $ 6,42 43.3t¢% $ 1,63( 17.1% $ 2,007 25.7(%

Deferred taxes are a result of differences betvieremme tax accounting and generally accepted atitmuprinciples with respect
income tax recognition. The following is a summanfythe components of the net deferred tax assetsgnized in the accompany
consolidated balance sheets at December 31.:

(dollars in thousands 2014 2013
Deferred tax assets (liabilitie
Allowance for loan and REO loss $ 4,02¢ $ 4,197
Operating loss carryforwar 2,972 2,94¢
Market valuation: Acquired loans and Rl 88C 1,79¢
Stocl-based compensatic 1,39¢ 1,40z
Accumulated other comprehensive inca (630 1,09¢
Organizational expens: 321 367
Depreciatior (43%) (713)
Prepaid expenst (489) (329
Other 1,70¢ 1,28:
Net deferred tax asse $ 9,74t $ 12,05:

As part of the merger with DCB, the Company acqlipperating loss carryforwards of approximately .818illion. These operatii
loss carryforwards are subject to limitation un&arction 382 of the Internal Revenue Service Code expire in 2032. As a result, -
Company will only be able to utilize operating lasaryforwards of $8.2 million, ratably over a metiof 20 years. Due to the uncertaint
realizing future earnings over an extended perib@0years, at December 31, 2012, a valuation @ime of $2.6 million was establist
against the operating loss carryforward benefits realizable until after 12/31/15. At December 2013, based on our continued str
earnings results and updated projections of easrimfuture years, the valuation allowance was ielited.

The Company has no other operating loss carryfatsvarhe Company is subject to federal income takfeanchise tax of the state

California. Income tax returns for the periods 2@&irbugh 2014 are open to audit by federal autiesriéind for the periods 2012 through 2
by California state authorities.
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NOTE 16: COMMITMENTS AND CONTINGENCIES
Leases

The Company leases certain facilities for its coapm offices and branch operations under cancelable operating leases that e»
through 2020. Lease expense for 2014, 2013, and 2@t $3.1 million, $2.7 million, and $1.8 milliorespectively. Future minimum le:

commitments under all non-cancelable operatingeleas December 31, 2014 are as follows:

(dollars in thousands
Year Ending December 3

2015 $ 2,89¢
2016 2,70¢
2017 2,63(
2018 2,33¢
2019 and afte 1,34«

Total $ 11,917

Financial Instruments with Off-Balance Sheet Risk

In the normal course of business, the Bank is &y parfinancial instruments with otfalance sheet risk to meet the financing nee
customers and to reduce exposure to fluctuationst@rest rates. These financial instruments majude commitments to extend credit
standby and commercial letters of credit. Commitimén extend credit are agreements to lend to ®oees as long as there is no violatiol
any condition established in the contract. Staralny commercial letters of credit and financial guéees are conditional commitments is:
by the Bank to guaranty the performance of a custdma third party. Commitments generally havediexpiration dates or other termina
clauses and may require payment of a fee. Thewoilptable provides the off-balance sheet arrangesnef the Bank as of December 31:

(dollars in thousands 2014 2013
Commitments to fund new loal $ 18,217 $ 3,58(
Commitments to fund under existing loans, linesrefit 104,88: 88,29:
Commitments under standby letters of cri 5,40z 1,52

Since many of the commitments are expected to expithout being drawn upon, the total commitmenbanis do not necessal
represent future cash requirements. The creditimgddved in issuing letters of credit is essemjighe same as that involved in extending
facilities to customers. The Bank evaluates eadtoouer’s creditworthiness on a casedage basis. The amount of collateral obtaine
deemed necessary by the Bank upon extension of,aetlased on management’s credit evaluatiomefcounteparty. Collateral held vari
but may include deposits, marketable securitiespaats receivable, inventory, property, plant agdigment, motor vehicles and real estate.

Litigation
From time to time, the Company may become partyatious lawsuits, which have arisen in the courfsbusiness. While it is n

possible to predict with certainty the outcome wdrslitigation, it is the opinion of managementséd in part upon opinions of counsel, tha
liability, if any, arising from such lawsuits woultt have a material adverse effect on the Comgdimancial position or results of operations.
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NOTE 17: RELATED-PARTY TRANSACTIONS

Loans to related parties, including directors arecetive officers of the Company and their afféist were as follows for the peric
presented:

(dollars in thousands 2014
Balance, January $ 1,77¢
New loans and advanc —
Principal payments receive (1,327)
Balance, December ? $ 454

Interest earned from loans to related parties Wak ®illion in each of 2014, 2013 and 2012.

The Bank held $6.1 million and $2.1 million of defie from related parties, including directors @axecutive officers of the Compe
and their affiliates, as of December 31, 2014 aeddmber 31, 2013, respectively. Interest paid qgosieaccounts held by related parties
$9,000 in 2014, $5,000 in 2013 and 7,000 in 2012.

During 2014 and 2013, an entity in which one of directors of the Company had an ownership inteprstvided insurance brokere
services to the Company. Broker fees earned byethiisy for the services it provided to the Compawgre $0.2 million in 2014 and $!
million in each of 2013 and 2012.

NOTE 18: REGULATORY MATTERS

FFI and the Bank are subject to various regulatapital requirements administered by the federakivg agencies. Failure to m
minimum capital requirements can initiate certaianaatory, and possible additional discretionaryioas by regulators that, if undertak
could have a direct material effect on FFI andBlaak’s financial condition. Under capital adequacy glinds and the regulatory framew
for prompt corrective action, the Company and tlaalBmust meet specific capital guidelines that im@uantitative measures of FFI and
Bank’s assets, liabilities, and certain off-balasbeet items as calculated under regulatory aco@uptactices. FFI's and the Basktapita
amounts and classification are also subject toitgtiae judgments by the regulators about companerisk weightings, and other factc
Quantitative measures established by the reguléboemsure capital adequacy require FFI and thek Bamnmaintain minimum amounts &
ratios (set forth in the table below) of total afidr 1 capital (as defined in the regulations)isk#weighted assets (as defined), and of T
capital (as defined) to assets (as defined). Manage believes, as of December 31, 2014 that FFlItaeadBank met all capital adequi
requirements.
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The following table presents the regulatory stadsldor well-capitalized institutions and the capitdios for FFI and the Bank as of:

To Be Well-Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
(dollars in thousands Amount Ratio Amount Ratio Amount Ratio
EFI
December 31, 201.
Tier 1 leverage rati $ 95,58: 7.32% $ 52,20( 4.0(%
Tier 1 risk-based capital rati 95,58: 11.01% 34,71 4.0(%
Total risk-based capital rati 106,42t 12.2% 69,42 8.0(%
December 31, 201:
Tier 1 leverage rati $ 85,26¢ 8.61% $ 39,32: 4.0(%
Tier 1 risk-based capital rati 85,26¢ 13.0%% 26,15( 4.0(%
Total risk-based capital rati 93,46: 14.3(% 52,30( 8.0(%
BANK
December 31, 201.
Tier 1 leverage rati $ 105,26: 8.0% $ 52,03¢ 4.0(% $ 65,04 5.0(%
Tier 1 risk-based capital rati 105,26: 12.1¢% 34,57: 4.0(% 51,85¢ 6.0(%
Total risk-based capital rati 115,81: 13.4(% 69,14« 8.0(% 86,43( 10.0(%
December 31, 201:
Tier 1 (core) capital rati $ 84,24 8.61% $ 39,11¢ 4.0(% $ 48,89 5.0(%
Tier 1 risk-based capital rati 84,24 12.95% 26,01° 4.0(% 39,02¢ 6.0(%
Total risk-based capital rati 92,39¢ 14.21% 52,03¢ 8.0(% 65,04 10.0(%

As of each of the dates set forth in the aboveetable Company (on a consolidated basis) excedwedinimum required capi
ratios applicable to it and FFB (on a stand-aloasid) qualified as a wetlapitalized depository institution under the cdpadequac
guidelines.

NOTE 19: OTHER EXPENSES

The following items are included in the consolidhiecome statements as professional services amBletitay costs and oth
expenses for the years ended December 31:

(dollars in thousands 2014 2013 2012
Regulatory assessmel $ 78¢ % 65C $ 694
Director¢ compensation expens 522 604 60C
Contingent payout related to DCB acquisit 96( — —
Costs related to cancelled initial public offer 1,00¢ — —
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NOTE 20: SEGMENT REPORTING

In 2014, 2013, and 2012 the Company had two replertausiness segments: Banking (FFB) and Wealthagament (FFA). Tt
results of FFI and any elimination entries areudeld in the column labeled Other. The reportabipnemts are determined by products
services offered and the corporate structure. Bgsirsegment earnings before taxes are the primaagure of the segment's performanc
evaluated by management. Business segment eatmfig® taxes include direct revenue and expensteafegment as well as corporate
inter-company cost allocations. Allocations of corporaxpenses, such as finance and accounting, datagsiog and human resources,
calculated based on estimated activity or usagedehe management accounting process measurpsrfioemance of the operating segm
based on the Company's management structure andtimecessarily comparable with similar informatifox other financial servic
companies. If the management structures and/oralfogeation process changes, allocations, transdeid assignments may change.
following tables show key operating results forread our business segments used to arrive at ousodiolated totals for the years en
December 31:

Wealth
(dollars in thousands Banking Management Other Total

2014:
Interest incomt $ 47,39t $ — $ — 8 47,39¢
Interest expens 3,844 — 74C 4,58¢

Net interest incom 43,554 — (740 42,81«
Provision for loan losse 23t — — 23t
Noninterest incom 5,86¢ 19,42: (539 24,74
Noninterest expens 30,50¢ 17,97¢ 4,01¢ 52,50°
Income (loss) before taxes on inco $ 18,67¢ $ 1,447 $ (5,29¢) $ 14,82:
2013:
Interest incomt $ 39,18. $ — — 8 39,18:
Interest expens 3,28¢ — 21¢ 3,507

Net interest incom 35,89: — (219 35,67«
Provision for loan losse 2,39¢ — — 2,39t
Noninterest incom 3,51« 16,71¢ (405) 19,82«
Noninterest expens 24,30: 17,40( 1,92( 43,62:
Income (loss) before taxes on inco $ 12,71(  $ (68E) $ (2,544) $ 9,481
2012:
Interest incom $ 30,87 $ — 3 — 3 30,87«
Interest expens 3,14¢ — — 3,14¢

Net interest incom 27,72¢ — — 27,72¢
Provision for loan losse 2,06t — — 2,06t
Noninterest incom 2,59¢ 14,25( (229 16,62(
Noninterest expens 18,28( 14,89¢ 1,30( 34,47¢
Income (loss) before taxes on inco $ 9,98: $ (64€) $ (1,529 $ 7,80¢
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

The following tables show the financial positiom &ach of our business segments, and of FFI whiaiicluded in the column labe
Other, and the eliminating entries used to arriveua consolidated totals at December 31:

Wealth
(dollars in thousands Banking Management Other Eliminations Total

2014:
Cash and cash equivale $ 29,58F $ 3,75( $ 572: $ (9,369 $ 29,69:.
Securities AF¢ 138,27( — — — 138,27(
Loans, ne 1,156,02 221 — — 1,156,24
Premises and equipme 1,53¢ 54¢ 10C — 2,181
FHLB Stock 12,36 — — — 12,36:
Deferred taxe 9,19¢ 601 (49 — 9,74¢
REO 334 — — — 334
Other asset 4,82 50C 113,49¢ (112,23f) 6,59(

Total asset $ 1,352,13 % 5,62( $ 119,27. $ (121,60)$ 1,355,422
Deposits $ 972,31 $ — % — $ (9,36 % 962,95«
Borrowings 263,00( — 19,88t¢ — 282,88t
Intercompany balance 1,287 73 (1,360) — —
Other liabilities 6,352 2,48¢ 1,25( — 10,08
Shareholder equity 109,17! 3,061 99,49¢ (112,23f) 99,49¢

Total liabilities and equit $ 1,352,13. % 5,62( $ 119,27. $ (121,60)$ 1,355,42.
2013:
Cash and cash equivale $ 56,79 $ 2,13¢ $ 529¢ § (7,269 $ 56,95«
Securities AF¢ 59,11: — — 59,11:
Loans, ne 893,36:¢ 36€ — — 893,73(
Premises and equipme 2,28¢ 863 10C — 3,24¢
FHLB Stock 6,721 — — — 6,721
Deferred taxe 11,42¢ 86% (239 — 12,05:
REO 37t — — — 37t
Other asset 3,84( 717 88,45! (87,844) 5,16¢

Total asset $ 1,03391 $ 4,94F $ 93,61( $ (95,119 % 1,037,36!
Deposits $ 809,30¢ $ — % — % (7,269 $ 802,03
Borrowings 134,00( — 7,06: 141,06:
Intercompany balance 857 24¢ (1,109 — —
Other liabilities 4,01¢ 2,59( 89C — 7,49¢
Shareholder equity 85,73} 2,107 86,76: (87,844) 86,76:

Total liabilities and equit $ 103391 $ 4,94% $ 93,61( $ (95,119 ¢ 1,037,36!
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

NOTE 21: QUARTERLY FINANCIAL INFORMATION (Unaudited )

(dollars in thousands First Second Third Fourth
except per share amounts) Quarter Quarter Quarter Quarter Full Year

Year Ended December 31, 2014:
Interest incomt $ 10,67 $ 10,93. $ 12,38 $ 13,40¢ $ 47,39¢
Interest expens 92t 1,11¢ 1,23 1,307 4,584

Net interest incom 9,75(C 9,81¢ 11,147 12,10: 42,81
Provision for loan losse 23k — — — 23t
Noninterest incom 5,551 6,41¢ 6,737 6,04¢ 24,74¢
Noninterest expens 12,54¢ 13,87: 13,09¢ 12,99¢ 52,50°
Income before taxes on incor 2,52( 2,361 4,78¢ 5,151 14,82:

Taxes on incom 1,05¢ 1,09 2,13( 2,14¢ 6,427
Net income $ 1,46: $ 1,267 $ 2,65¢ $ 3,00¢ $ 8,39¢
Income per shar

Basic $ 0.1¢ $ 0.1€ $ 0.3¢4 $ 0.3¢ % 1.0¢

Diluted $ 0.1¢€ $ 0.1€ $ 03z $ 0.37 $ 1.0z
Year Ended December 31, 201
Interest incomt $ 9,00¢ $ 10,35( $ 9,52¢ $ 10,30: $ 39,18
Interest expens 81z 862 88¢€ 947 3,507

Net interest incom 8,197 9,48¢ 8,63¢ 9,35¢ 35,67«
Provision for loan losse 622 68¢€ 44F 642 2,39
Noninterest incom 4 53¢ 5,21( 5,08¢ 4,99¢ 19,82
Noninterest expens 10,39¢ 11,02¢ 10,93¢ 11,26 43,62:
Income before taxes on incor 1,707 2,987 2,345 2,44¢ 9,481

Taxes on incom 64¢ 1,13¢ 89( (1,044 1,63(
Net income $ 1,05¢ $ 1,85 $ 1,452 $ 3,48¢ $ 7,851
Income per shar

Basic $ 014 $ 0.2 $ 0.2C $ 047 $ 1.0¢€

Diluted $ 014 $ 0.2¢ % 0.1¢ $ 044 $ 1.01
Year Ended December 31, 201
Interest incomt $ 6,662 $ 7,05¢ % 797: $ 9,18¢ $ 30,87
Interest expens 72F 74C 83t 84t 3,14¢

Net interest incom 5,93¢ 6,31¢ 7,137 8,34( 27,72¢
Provision for loan losse 33C 74E 69:< 297 2,06t
Noninterest incom 3,771 4,07¢ 4,01( 4,76¢ 16,62(
Noninterest expens 7,67( 8,054 8,88¢ 9,86¢ 34,47¢
Income before taxes on incor 1,70¢ 1,58¢ 1,56¢ 2,942 7,80¢

Taxes on incom 632 58¢ 58C 207 2,007
Net income $ 1,077 $ 1,001 $ 98¢ $ 2,735 $ 5,801
Income per shar

Basic $ 017 $ 0.1€ $ 0.1t $ 037 $ 0.8¢

Diluted $ 017 $ 0.1€ $ 014 $ 0.3¢ $ 0.8t
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FIRST FOUNDATION INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

NOTE 22: PARENT ONLY FINANCIAL STATEMENTS

BALANCE SHEETS

(dollars in thousands

December 31

2014 2013
ASSETS
Cash and cash equivale $ 572 $ 5,29¢
Premises and equipment, | 10C 10C
Deferred taxe (49 (239)
Investment in subsidiarie 112,23t 87,84
Intercompany receivab 1,36( 1,10¢
Other asset 1,26: 611
Total Assets $ 120,63: $ 94,71¢
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities:
Borrowings $ 19,88t $ 7,06%
Accounts payable and other liabiliti 1,25( 89C
Total Liabilities 21,13¢ 7,95%
Shareholdel' Equity
Common Stocl 8 8
Additional paic-in-capital 78,20« 76,33¢
Retained earning 20,38¢ 11,99(
Accumulated other comprehensive income (loss)phtetx 90C (1,570
Total Shareholde’ Equity 99,49¢ 86,76
Total Liabilities and Sharehold¢ Equity $ 120,63: $ 94,71¢
INCOME STATEMENTS
For the Year Ended
(dollars in thousands December 31,
2014 2013 2012
Interest expen—nborrowings $ 74C  $ 21¢  $ —
Noninterest incom—earnings from investment in subsidiar 11,05( 9,88: 5,701
Noninterest expens
Compensation and benef 1,09¢ 612 38¢
Occupancy and depreciati 141 66 19
Professional services and marketing ¢ 2,46¢ 1,12C 77C
Other expense 852 52€ 354
Total noninterest expen 4 55¢ 2,32 1,52¢
Income before taxes on incor 5,752 7,33¢ 4,172
Taxes on incom (2,647 (512) (1,629
Net income $ 8,39 $ 7,851 5,801
STATEMENTS OF COMPREHENSIVE INCOME
For the Year Ended
(dollars in thousands December 31,
2014 2013 2012
Net income $ 8,39 $ 7,851 $ 5,801
Other comprehensive income (los
Unrealized holding gains (losses) on securitiesiregiduring the perio 4,19¢ (2,66¢) 14
Other comprehensive income (loss) before 4,19¢ (2,66¢) 14
Income tax (expense) benefit related to items loélotomprehensive incon (1,729 1,09¢ —
Other comprehensive income (lo 2,47( (1,570 14
Total comprehensive incon $ 10,86¢ $ 6,281 $ 5,81¢
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FIRST FOUNDATION INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
Years Ended December 31, 2014 and 2013

STATEMENTS OF CASH FLOWS

For the Year Ended

(dollars in thousands December 31,
2014 2013 2012
Cash Flows from Operating Activities
Net income $ 8,39¢ $ 7,851 $ 5,801
Adjustments to reconcile net income to net cashigeal by (used in) operating activitie
Earnings from investment in subsidiar (11,050 (9,889 (5,707
Stocl-based compensation expel 5C 41 6C
Deferred tax liability (benefit (290 57¢ (865)
Increase in other asse (652) (46) (220
(Increase) decrease in accounts payable and abdities 82¢ (828) 1,23(
Net cash provided by (used in) operating activi (2,619 (2,286 40E
Cash Flows from Investing Activities
Investment in subsidiarie (10,470 (8,500 (5,499
Purchase of premises and equipn — (39 (14)
Net cash used in investing activiti (10,47() (8,534 (5,508
Cash Flows from Financing Activities
Proceeds from borrowing 15,00( 7,50( —
Paydowns of borrowing (2,177 (437) —
Proceeds from the sale of stock, 94¢ 6,32 5,617
Intercompany accounts, net decrease (incre (25E) 551 (28€)
Net cash provided by financing activiti 13,517 13,93¢ 5,32¢
Increase (decrease) in cash and cash equiv: 42¢ 3,11¢ 22¢
Cash and cash equivalents at beginning of 5,29¢ 2,17¢ 1,952
Cash and cash equivalents at end of $ 572: $ 5,29 $ 2,17¢

NOTE 23: PLAN OF MERGER

On November 25, 2014, the Company entered into argen agreement with Pacific Rim Bank to acquir® percent of th
outstanding common stock of Pacific Rim Bank intexwge for common stock of FFI. Under the termshefrerger agreement, Pacific F
Bank shareholders will become shareholders of el @ach outstanding share of Pacific Rim Bank comistock will be converted in
0.3950 of a share of FFI common stock, with a tota50,012 shares of FFI commons stock to be issTiee one branch office and corpo
offices of Pacific Rim Bank are located in Honolulawaii. As of December 31, 2014, Pacific Rim Barkorted total assets and tang
capital of approximately $126.4 million and $9.7lion, respectively. The transaction is subjectd@gulatory approval and approval of Pac
Rim Bank’s shareholders and is expected to closleersecond quarter of 2015.
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Ite m 9. Changes in and Disagreements with Accousnits on Accounting and Financial Disclosure
None.

Ite m 9A.  Controls and Procedures

Disclosure Controls and Procedures

We maintain disclosure controls and procedures dhatdesigned to ensure that information requicetet disclosed in our repc
under the Exchange Act is recorded, processed, swized and reported within the time periods spediiin the rules and forms of the S
and that such information is accumulated and conicated to our management, including our Chief ExgeuOfficer and Chief Financi
Officer, to allow timely decisions regarding rear disclosure. In designing and evaluating ourldssze controls and procedures,
management recognized that any system of contrmspaocedures, no matter how well designed andatger can provide only reasong
assurance of achieving the desired control objestias ours are designed to do, and managemessagbewas required to apply its judgmn
in evaluating the cost-benefit relationship of plolescontrols and procedures.

As required by SEC rules, an evaluation was perforomder the supervision and with the participatibthe Chief Executive Offic
and Chief Financial Officer of the effectivenessoa®ecember 31, 2014, of the Compandisclosure controls and procedures (as defin
Rules 13at5(e) under the Exchange Act). Based on that etralyaour Chief Executive Officer and Chief FinamdDfficer concluded that,
of December 31, 2014, the Compasdisclosure controls and procedures were effedtivprovide reasonable assurance that inform
required to be disclosed in the reports that we dihder the Exchange Act is recorded, processadimsatized and reported within the ti
periods specified in the SE€tules and forms and that such information is aedated and communicated to management, includingChie
Executive Officer and Chief Financial Officer, thoav timely decisions regarding required disclosure

Changes in Internal Controls

There was no change in the Companiriternal control over financial reporting in thaarter ended December 31, 2014 that
materially affected, or is reasonably likely to evélly affect, the Company’s internal control o¥i@ancial reporting.

Internal Control Over Financial Reporting
Management's Annual Report on Internal Control Ovéiinancial Reporting

Management of First Foundation Inc. is responditeestablishing and maintaining adequate intecoatrol over financial reportir
as defined in Rules 13a-15(f) and 18&6(f) under the Securities Exchange Act of 1934ur @ternal control over financial reporting is @pes
designed to provide reasonable assurance regattingeliability of financial reporting and the peeption of financial statements for exte
purposes in accordance with accounting principrsegally accepted in the United States of Americgernal control over financial reporti
includes those written policies and procedures that

« pertain to the maintenance of records that, inaealsle detail, accurately and fairly reflect tremgactions and dispositions of
assets

« provide reasonable assurance that transactiongemmrded as necessary to permit preparation ofndiah statements
accordance with accounting principles generallyepted in the United States of Ameri

- provide reasonable assurance that our receiptsegpenditures are being made only in accordance aithorization of ot
management and board of directors;

« provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, vsalisposition of assets tl
could have a material effect on our consolidatadritial statement

Internal control over financial reporting includiéa® controls themselves, monitoring and internalittng practices and actions tal
to correct deficiencies as identified. Becauset®fimherent limitations, internal control over fircdal reporting may not prevent or de
misstatements. Also, projections of any evaluatibthe effectiveness of such controls to futurequey are subject to the risks that the con
may become inadequate because of changes in anwddr because the degree of compliance with theiggor procedures may deteriorate.
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Management’'s Assessment of Internal Control ovemnBncial Reporting

Our management assessed the effectiveness of thpady's internal control over financial reporting as afd@mber 31, 2014, ba:
on criteria for effective internal control over dincial reporting described in “Internal Controlntdgrated Frameworksued by the Committ
of Sponsoring Organizations of the Treadway ComimisdManagemens assessment included an evaluation of the desigjtha testing of tt
operational effectiveness of the Companiyiternal control over financial reporting. Maeatent reviewed the results of its assessment hé
Audit Committee of our Board of Directors.

Based on that assessment, management determiniedstud December 31, 2014, the Company maintadfiedtive internal contr:
over financial reporting.

The foregoing report on internal control over finah reporting shall not be deemed “filedr purposes of Section 18 of
Exchange Act or otherwise subject to the liab#itaf that section.

Vavrinek, Trine, Day & Co. LLP, independent registd public accounting firm, which audited our cditated financial statemer

for the fiscal year ended December 31, 2014 indudehis Annual Report on Form X)-has audited the effectiveness of our internaitica
over financial reporting as of December 31, 20¥4stated in their report below.
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VALUE THE DIFFERENCE

] =| ?. | Vawinek, Trine, Day & Co,, LLP
Certfied Public Accouniants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and Shareholders
First Foundation Inc. and Subsidiaries
Irvine, California

We have audited First Foundation, Inc. and Subs@diathe Company) internal control over financial repagtas of Decemb
31, 2014, based on criteria established in Inte@umadtrol —Integrated Framework (2013) issued by the Commife®ponsorin
Organizations of the Treadway Commission (COSQ)je Tompany management is responsible for maintaining effe
internal control over financial reporting and fds assessment of the effectiveness of internalr@ooter financial reportir
included in the accompanying ManagemsiiReport on Internal Control over Financial RemytiOur responsibility is to expre
an opinion on the effectiveness of the Companytariral control over financial reporting based on audit.

We conducted our audit in accordance with the statsd of the Public Company Accounting Oversight rdo@Unitec
States). Those standards require that we plampearidrm the audit to obtain reasonable assuranget athether effective interr
control over financial reporting was maintainedaith material respects. Our audit of internal cohtver financial reportir
included obtaining an understanding of internalta@rover financial reporting, assessing the risktta material weakness exi
and testing and evaluating the design and operatifegtiveness of internal control based on theesssd risk. Our audit a
included performing such other procedures as wsidered necessary in the circumstances. We beleteour audit provides
reasonable basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranadiregthe reliabilit
of financial reporting and the preparation of fineh statements for external purposes in conformthh U.S. generally accept
accounting principles. Because management's assasand our audit were conducted to also meetejharting requirement
Section 112 of the Federal Deposit Insurance Catjmor Improvement Act (FDICIA), management's assesd and our audit
the company's internal control over financial réjpgy included controls over the preparation of ficial statements in accorda
with instructions to the consolidated Financialt&t@ents for Bank Holding companies (Form FR Y-9&)ompanys interna
control over financial reporting includes thoseigies and procedures that (1) pertain to the maamee of records that (1)
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsafdmpany; (2) provide reasone
assurance that transactions are recorded as nscdespermit preparation of financial statementsaiccordance with U.
generally accepted accounting principles, andebeipts and expenditures of the company are beadgranly in accordance w
authorizations of management and directors of tmepany; and (3) provide reasonable assurance lieggocevention or time
detection of unauthorized acquisition, use, or @b#fpn of the companyg’ assets that could have a material effect onitla@dia
statements.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or @etenisstatements. Als
projections of any evaluation of effectivenessutufe periods are subject to the risk that contmdy become inadequate bec:
of changes in conditions, or that the degree ofgimmce with the policies or procedures may detaté

In our opinion, the Company maintained, in all mateespects, effective internal control over fio&l reporting as of Decemt

31, 2014, based on criteria established in Inte@madtrol —Integrated Framework (2013) issued by the Commife®ponsorin
Organizations of the Treadway Commission (COSO).

FRAERND « LAQUNA MILLE = FALD ALTD & PFLEABANTON + HANCHD COCANDMNOA = AMINVENBIDE = BACRAMENTOD
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We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@wnited States), tl
consolidated balance sheets of the Company asadrbleer 31, 2014 and 2013 and the related consadidahtements of incon
comprehensive income, changes in sharehol@epsity and cash flows for each of the three yeaithé period ended Decem
31, 2014, and our report dated March 16, 2015 egpean unqualified opinion on those financiakstents.

/o vraab, Teion, Doy +Co, LLP

Laguna Hills, California
March 16, 2015
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Item 9B. Other Information.

None.
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PART Il
Ilte m 10. Directors, Executive Officers and Corpoate Governance.
Executive Officers and Directors
The following table sets forth the name, age ansitipm with the Company of each of the persons whove as directors a

executive officers of the Company. The businessemidfor all of these individuals is 18101 Von KarnmAvenue, Suite 700, Irvine, Califor
92612.

Name Age Position
Ulrich Keller, Jr., CFF 58 Executive Chairman and Direct
Scott Kavanaug 54 Director, Vice Chairman of the Board and Chief Bxtae Officer
John Hakopial 46 President of FFA and Direct
James Brakk® 72 Director
Max Briggs, CFF?®) 49 Director
Victoria Collins, Ph.D., CFI 72 Director
Warren Fix® 76 Director
Gerald Larsen, J.D., LL.M., CFP, CFY@ 66 Director
Mitchell Rosenberg, Ph.[V®) 61 Director
Jacob Sonenshine, J.D., C® 44 Director
John Michel 55 Executive Vice President and Chief Financial Offi

(1) Member of the compensation committ
(2) Member of the audit committe

(3) Member of the nominating and corporate governanoendittee.
Set forth below is a biographical summary of thparience of the members of our Board of Directoiss aur executive officers.
Directors

Ulrich Keller, Jr., CFP.Mr. Keller is one of the founders of the Company &urrently is the Executive Chairman of FFI andAF
Mr. Keller served as Chief Executive Officer (or GEof FFA from 1990, when it began operations deesbased investment advisor, u
December 2009, at which time he became its Exez@vairman. In 2007, Mr. Keller became the Exeeu®hairman of FFI and from Ju
2007 until December 2009 he also served as the @fHFI. Mr. Keller earned a Bachelor of Sciencerdegn Finance from San Diego S
University. Mr. Keller previously served as a tesstof the University of California, Irvine (or UCHoundation, and currently serves
consultant to the Investment Advisory CommitteeTok Board of Regents of the University of Califarrdnd as a member of the Dean’
Advisory Board for the Center for Investment andaltte Management at the Paul Merage School of Basia¢ UCI. As one the founders
the Company, who played a key role in the develograed successful implementation of our businesdesfy of providing high quality a
personalized wealth management and investment@ghsgrvices to our clients and the expansion effitancial services we offer our cliet
Mr. Keller brings to the Board considerable knovgedand valuable insights about the wealth managearehinvestment advisory busin
and the Southern California financial services raairk
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Scott KavanaughMir. Kavanaugh is, and since December 2009 has theeGEO of FFI, and from June 2007 until DecemI®€92 he
served as President and Chief Operating OfficefFdf Mr. Kavanaugh has been the Vickairman of FFl since June 2007. He also is,
since September 2007 has been, the Chairman ando€EEB. Mr. Kavanaugh was a founding stockholdsst aerved as an Executive V
President and Chief Administrative Officer and anmber of the board of directors of Commercial Cdpancorp, Inc. the parent holdi
company of Commercial Capital Bank. During his tenas an executive officer and director of Comnadi€apital Bancorp, Inc. that comp:
became a publicly traded company, listed on NASDAQg its total assets grew to more than $1.7 hilliBrom 1998 until 200
Mr. Kavanaugh served as the Executive Vice Presided Chief Operating Officer and a director of Qoencial Capital Mortgage. From 1€
to 1998, Mr. Kavanaugh was a partner and headadfrtg for fixed income and equity securities ata®macific Securities, Inc., a west coas
based regional securities firm. Mr. Kavanaugh edum&achelor of Science degree in Business Admiatish and Accounting at the Univers
of Tennessee and a Masters of Business Adminmtrafor MBA) degree in Information Systems at Noiflexas State Universi
Mr. Kavanaugh is, and since 2008 has been, a mepofbétre board of directors of Colorado Federal 8gsiBank and its parent hold
company, Silver Queen Financial Services, Inc. #wvanaugh also is, and since December 2013 has Aeramber of the boards of direc
of NexBank SSB and its parent holding company, Ne#8Capital, Inc. From January 2000 until June 22 Kavanaugh served
Independent Trustee and Chairman of the Audit Cdtemiand from June 2012 until December 2013 seage@hairman of the Highla
Mutual Funds, a mutual fund group managed by Highl@apital Management. The Board believes thatkdvanaughs extensive experien
as an executive officer of banks and other findre®avices organizations, combined with his experéeas a director of both public and pri
companies, qualifies him to serve as a member oBoard of Directors. In addition, because Mr. Kiaaagh is the CompanyChief Executiv
Officer, the Board of Directors believes that hatjzipation as a member of the Board facilitateexmunication between the outside Bc
members and management.

John HakopianMr. Hakopian is, and since April 2009 has been,Rhesident of FFA and is and since 2007 has beeenaber of th
Company’s Board of Directors. Mr. Hakopian was afi¢he founders of the Company in 1990, when itameds operations as a fease:
investment advisor and served as its Executive Piesident and CPortfolio Manager from 1994 through April 2009. Ntakopian earned
Bachelor of Arts degree in Economics from UCI antMBA degree in Finance from the University of Saarth California. Mr. Hakopiag’
extensive knowledge of the Compasiyvealth management and investment advisory busimekes him a valuable member of the Board
is able to provide the outside Board members wigight in to the operations and risks of that besn

James BrakkeMr. Brakke has served as a director of FFI sinc872@-rom 2001 until 2006 Mr. Brakke served as &aar o
Commercial Capital Bancorp, Inc. and from 2000 2206, Mr. Brakke served as a director of ComnarCiapital Bank. Mr. Brakke is, a
since 2001 has been, Executive Vice President aedtdr of the Dealer Protection Group, an insueabhmkerage firm that Mr. Brakke co-
founded, which specializes in providing insurancedpcts to the automobile industry. Mr. Brakke atswves as a salesperson for Brakk
Schafnitz Insurance Brokers, a commercial insurdmakerage and consulting firm that he foonded and where he was President
Chairman from 1971 until 2009. Mr. Brakke currenglgrves as a director of Maury Microwave Corporatmd as Chairman of Advant
Wellness and Lasers. Mr. Brakke earned a Bachél&cience degree in Business and Finance from @dtofState University. Mr. Brakke’
experience as a director of Commercial Capital Bgmcinc. and its wholly owned banking subsidiad@pmmercial Capital Bank is valuable
other independent member of the Company’s BoarBiadctors. Moreover, we believe Mr. Brakkeéxtensive knowledge of the insura
industry provides valuable insight and supportdor insurance operations.

Max Briggs, CFP.From 2005 to 2012, Mr. Briggs served as ChairmathefBoard of DCB. He was elected as a directothe
Company following our acquisition of DCB in Augugd12. Mr. Briggs is, and since 1996 has been tlesithent and CEO of FLC Cap
Advisors, a wealth management firm with over $34illion of assets under supervision. Mr. Briggs eatra Business Administration ¢
Finance degree from Stetson University. We beligveBriggs is a valuable member of our Board ofdators due to his knowledge of
banking business, gained from his service as Claairof DCB, particularly as conducted in Palm Dese€sdlifornia and its surroundi
communities, where we have two of our wealth mamaage offices, and his experience as President &@ &f a wealth management firm.

Victoria Collins, Ph.D., CFPDr. Collins is and has been a director of FFI si@687. Beginning in 1990, Dr. Collins served a
executive officer of FFA, including as an ExecutiWiee President from 1990 until 2009 and as a SeM@naging Director from 2009, until
retirement in December 2011. Dr. Collins curresyves on the DeanAdvisory Board for the Center for Investment &vealth Manageme
at the Paul Merage School of Business at UCI. DBHis earned a Bachelar'of Administration degree in Psychology from Saedo Stat
University, a Master of Arts degree in EducatioRalychology from St. Marg' College and a Doctor of Philosophy (or Ph.D.)rdegr
Cognitive Psychology from the University of Califida, Berkeley. Dr. Collinsfound that her knowledge of psychology was invaleab he
role as an executive officer and a senior wealtimagar at FFA. We believe that the Board has folwadl Dr. Collins brings to the Bot
valuable insights about the FFAbusiness from her knowledge of and her experienaealth management, and her management exper#
FFA.
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Warren Fix.Mr. Fix has served as a director of FFI since 208 .Fix is, and since 1992 has been, a partn&hm Contrarian Grou
a business investment and management company. F96gto 2008, Mr. Fix served in various managenocapacities and on the Boarc
Directors of WCH, Inc., formerly Candlewood Hoteb@pany. From 1989 to 1992, Mr. Fix served as Pessidf the Pacific Company, ar
estate investment and development company. From t®6989, Mr. Fix held numerous positions at tivine Company, including serving
its Chief Financial Officer (or CFO) and a directbfr. Fix currently serves as a director of HeadtecTrust of America, a publicly traded 1
estate investment trust, Clark Investment GroupseAdNetworks and CT Realty. Mr. Fix earned a Bashelff Administration degree fro
Claremont McKenna College. We believe Mr. Fix berig the Board his knowledge of accounting as altre$ his long tenure as CFO of
Irvine Company and his experience as an indeperierttor of both public and private companies.

Gerald Larsen, J.D, LL.M, CFP, CPMr. Larsen has served as a director of FFI sinde82Mr. Larsen is, and since 1992 has se
as the President, Principal and owner of the lamv 6f Larsen & Risley, located in Costa Mesa, @afifa. Mr. Larsers law practice focuses
federal and state taxation, probate, estate plgnrpartnerships and corporate law. Mr. Larsen ehrmeBachelor of Science degree
Accounting from California State University, Noiitige, a J.D. degree from Stetson University and_aML degree from the University
Florida. We believe that Mr. Larsen’extensive experience as a tax and estate plamainger provides the Board with valuable insi
regarding the tax and estate planning aspects altlhvenanagement.

Mitchell Rosenberg, Ph.Dr. Rosenberg has served as a director of FFI €206&. Dr. Rosenberg is, and since 2005 has sa&s
President and founder of the consulting firm of N|l. Rosenberg & Associates, which provides execuéined organizational developm
services to technology companies, health care bssés and public entities. From 2002 to 2005, bseRberg was Chief Executive Officer
The Picerne Group, an international investment finresting primarily in real estate, and portfoliosloans. Prior to 2002, Dr. Rosenk
served as Executive Vice President and Direct@usiiness Services for Ameriquest Capital Corponasind directed the Human Resource
Organizational Development functions for Washingtutual Bank, American Savings Bank and Great WadsBank. Dr. Rosenberg earne
Bachelor of Science degree in Psychology from Qiviversity, a Masters of Science degree in Indak®isychology from California St:
University, Long Beach, and a Ph.D. degree in Pslpdy with an emphasis on Organizational Behaviomf Claremont Graduate Univers
We believe that Dr. Rosenbesgeducational and operational experience in magatfia human resource and organizational develog
functions of a number of banking organizations ancbal estate investment firm provides insight réigg the Companyg human resour
functions, including compensation consideratiora tinpact the growth and expansion of the Company.

Jacob Sonenshine, J.D., CFKr. Sonenshine has served as a director of FFlesg897. Mr. Sonenshine is, and since 2012
served as cehief executive officer of Prell Restaurant Groap, operator of fast casual restaurants. From 2066 2012, Mr. Sonenshil
served as the President and Chief Operating Offit@rofessional Retirement Strategy, a retirenpéantning and entity risk management fi
From 1999 to 2005, Mr. Sonenshine was Presidenta#fidunder of RSM EquiCo, an investment bank spedraiin mergers and acquisitic
of privatelyheld middle market companies. Mr. Sonenshine ctlyraerves on the Board of New Momentum, LLC, awafe firm focusin
on brand protection, antieunterfeiting and channel integrity. Mr. Sonenshéarned a Bachelor of Science degree in econ@nits Bachels
of Administration degree in International Relatioinem the University of Pennsylvania, and a J.Dgrde and a MBA degree from
University of Southern California. We believe Mor&nshines experience as CEO of a retirement planning fgmaluable to the Board
overseeing FFA'’s wealth management and investnubrsary business.

The business address for each director and nanemligxe officer listed is 18101 Von Karman AvenBajte 700, Irvine, Californ
92612.

Executive Officers
John Michel.Mr. Michel, is, and since September 2007 has seasgdhe Executive Vice President and CFO of the@amy an
FFB. Since January 2009, he has also served aSRReof FFA. Mr. Michel served as the Chief Finahcficer of Sunwest Bank fro

February 2005 to October 2006 and of Fidelity Fed&ank from September 1998 to December 2001. Mchbl earned a Bachelor
Business Administration Accounting degree from lthnéversity of Notre Dame.
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Corporate Governance Principles and Board Matters

We are committed to having sound corporate govemagrinciples, which are essential to running ousitess efficiently ar
maintaining our integrity in the marketplace. Weently adopted a revised Code of Business and &t@ionduct relating to the conduct of
business by all of our employees, officers andatines, as well as a Code of Business and EthicadGat for Chief Executive Officer a
Other Senior Financial Officers specifically forrdDhief Executive Officer and senior financial offrs, both of which will be posted on
website upon completion of the offering. We explet any amendments to the Code of Business andaE®onduct or the Code of Busin
and Ethical Conduct for Chief Executive Officer a@®ther Senior Financial Officers, or any waiverstiod requirements of either, will
disclosed on our website, as well as any other mesguired by the NASDAQ Stock Market rules.

Director Qualifications

We believe that our directors should have the hgipeofessional and personal ethics and valuesistemt with our longstandi
values and standards. They should have broad experiat the policyraking level in business, government or bankingeyTkhould b
committed to enhancing shareholder value and shuaNé sufficient time to carry out their duties dadprovide insight and practical wisd
based on experience. Their service on boards @ratbmpanies should be limited to a number thainjerthem, given their individu
circumstances, to perform responsibly all direddaties. Each director must represent the intereStall shareholders. When considel
potential director candidates, our Board of Direstalso considers the candidateharacter, judgment, diversity, age, skills,udahg financia
literacy, and experience in the context of our segt those of the Board of Directors.

Director Independence

Under the rules of the NASDAQ Stock Market, indeghemt directors must comprise a majority of our Bloaf Directors within
specified period of time following this offeringh€& rules of the NASDAQ Stock Market, as well assthof the SEC, also impose several ¢
requirements with respect to the independence ofivactors. Our Board of Directors has evaluatesl independence of its members b
upon the rules of the NASDAQ Stock Market and tE€CSApplying these standards, our Board of Directoas affirmatively determined tt
with the exception of Mr. Kavanaugh, Mr. Keller, Miakopian and Dr. Collins, each of our currenediors is an independent director
defined under the applicable rules.

Family Relationships
There is no family relationship between any directéaecutive officer or person nominated to becantérector or executive director.
Board of Directors
Election of Directors

Our bylaws provide that our directors shall be &®ldat each annual meeting of shareholders bafyifsuch annual meeting is
held or the directors are not elected thereat,dinectors may be elected at any special meetinghafeholders held for that purpose.
directors shall hold office until their respectiseccessors are elected, subject to the CGCL anprthvisions of these bylaws with respec
vacancies on the Board. A vacancy in the Boardicédbors shall be deemed to exist in case of theef@th, (ii) resignation or removal of ¢
director with or without cause, (iii) pursuant teclon 302 of the CGCL if a director has been dedaf unsound mind by order of cour
convicted of a felony, and (iv) if the authorizeahmber of directors be increased, or if the shaddhslfail, at any annual or special meetin
shareholders at which any director or directorssdeeted, to elect the full authorized number oécliors to be voted for at that meeting.

Vacancies on the Board of Directors, except formeancy created by the removal of a director, mayilleel by a majority of th
remaining directors, though less than a quoruntyaa sole remaining director, and each directoglsoted shall hold office until his succes
is elected at an annual or a special meeting olia@eholders. A vacancy on the Board of Directoesited by the removal of a director r
only be filled by the vote of a majority of the sba entitled to vote represented at a duly heldtimgat which a quorum is present, or by
written consent of the holders of a majority of thestanding shares.

Appointment of Executive Officers

Our current and future executive officers and digant employees serve at the discretion of ourrBad Directors, subject to a
employment agreements under which any such offitens be employed.
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Board Leadership Structure

The Chairman of our Board of Directors is Rick Kellvho is a member of senior management. HowelrerBbard of Directors h
decided to separate the positions of Chairman dndf &xecutive Officer because the board believed tloing so provides the appropr
leadership structure for us at this time, partidulaince the separation of those two positionsolsaour Chief Executive Officer to focus
our day-to-day management of our business, whieCthairman leads the board of directors in theoperdnce of its responsibilities.

The Board’s Role in Risk Oversight

The Board'’s responsibilities in overseeing the Camys management and business include oversigihteo€ompanys key risks an
management processes and controls to manage thgopaptely. Management, in turn, is responsibletf@ day-today management of ri
and implementation of appropriate risk managementrols and procedures.

The risk of incurring losses on the loans we makan inherent feature of the banking businessiaindt effectively managed, su
risks can materially affect our results of openasioAccordingly, the Board, as a whole, exercisessight responsibility over the processes
our management employs to manage those risks. ®asdBulfills that oversight responsibility by:

« monitoring trends in the Company’s loan portfolimahe Company’s allowance for loan losses;

» establishing internal limits related to the Compangnding exposure and reviewing and determiningtivdr or not to approve loe
in amounts exceeding certain specified lin

« reviewing and discussing, at least quarterly andenfrequently, if the Board deems necessary, regoom the FFBS chief cred
officer relating to such matters as (i) risks ie thompanys loan portfolio, (i) economic conditions or trenthat could reasonably
expected to affect (positively or negatively) therfprmance of the loan portfolio or require incesan the ALLL and (iii) specifi
loans that have been classified as “special mefitimubstandard” or “doubtful’and, therefore, require increased attention
managemen

« reviewing, at least quarterly, managemsmté&terminations with respect to the adequacyraf,any provisions required to be mad
replenish or increase, the ALL

« reviewing management reports regarding collectforts with respect to nonperforming loans; and

» authorizing the retention of, and reviewing theortp of, external loan review consultants with exggo the risks in and the quality
the loan portfolio

Although risk oversight permeates many elementi®fwork of the full Board and its committees, &ulit committee has direct ¢
systematic responsibility for overseeing other gigant risk management processes.

Committees of our Board of Directors

Our Board of Directors has three standing comnsttesn audit committee, a compensation committed, amominating ar
governance committee. The Board of Directors haptad a written charter for each of those commsitead copies of those charters wil
available on our website upon the completion of thffering. In addition, from time to time, spec@@mmittees may be established unde
direction of our Board of Directors when necesgargddress specific issues.

Audit CommitteeWe have an audit committee the members of whichMmeBriggs, Mr. Fix and Mr. Larsen. Mr. Fix serves
chairman. The Board of Directors has determinedl alilaof the members of the audit committee areepwhdent within the meaning of
Listing Rules of the NASDAQ Stock Market and thénanced independence requirements for audit comemitembers contained in Rule 10A.
3 under the Exchange Act. Our Board of Directoso dlas determined that Mr. Fix and Mr. Briggs nteet definition of ‘audit committe
financial expert” adopted by the SEC. The audit outiee’s responsibilities include:

« Selecting and appointing the independent audifoigwing the committees evaluation of their qualifications, and determg
the compensation of the independent audi

» overseeing the work of and monitoring and evalgathe independent auditorperformance and independence and makir
decisions with respect to the termination of theejmendent auditor
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reviewing all audit and noaudit services to be performed by the independeditas, taking into consideration whether
provision of any nc-audit services to us by the independent auditarsngpatible with maintaining their independer

reviewing and discussing with management and tHegandent auditors the annual and quarterly firdrstatements prior
their release

reviewing and discussing with management and adependent auditors the adequacy and effectiverfessraccounting ar
financial reporting processes and internal contaold the audits of our financial stateme

establishing and overseeing procedures for thepicetention and treatment of complaints receilgdis regarding accountit
internal accounting controls or auditing mattenmscluding procedures for the confidential, anonymaudmission by ol
employees of questions or concerns regarding atioguor auditing matter:

investigating any matter brought to the audit cottesis attention within the scope of its duties and ghggindependent coun:
and other advisors as the audit committee deenessany

reviewing reports to management prepared by thegriat audit function, as well as management’s neses;
reviewing and assessing the adequacy of the coeetstformal written charter on an annual basis;
reviewing and approving related party transactfonpotential conflict of interest situations; and

overseeing such other matters that may be spdbifabelegated to the audit committee by our Bodr®ioectors.

The Audit Committee met five times during 2014. Thedit Committee has a written charter that spesifts responsibilities, whi
include oversight of the Comparsyfinancial reporting process and system of intesinaounting controls, and appointment and ovetsifithe
independent registered public accounting firm eedag audit the Comparg/financial statements. A copy of the Audit Comadttharter wi
be provided, without charge, to any shareholder sdrals a written request to the Chief Financialo®ffof First Foundation Inc. at 18101 \
Karman Avenue, Suite 700 Irvine, CA. 92612.

Compensation Committed/e have a compensation committee the members afwvare Mr. Brakke, Mr. Larsen and Mr. Rosenk
Mr. Rosenberg serves as chairman. The Board ofciire has determined that all of the members of dhmpensation committee .
independent under the applicable Listing RulehefNASDAQ Stock Market. The compensation committeesponsibilities include:

developing, reviewing, and approving our managenoampensation programs, and regularly reportinght® full Board o
Directors regarding the adoption and effectivertésaich programs

developing, reviewing and approving our cash anditggncentive plans, including approving individugrants or awarc
thereunder, and regularly reporting to the full Bbaf Directors regarding the terms of such plams iadividual grants or awarc

reviewing and approving individual and Company perfance goals and objectives that may be relewatitet compensation
executive officers and other key management empky

reviewing and approving the terms of any employmagteement, severance or change in control arraggsmor othe
compensatory arrangement with any executive oficerother key management employe

reviewing and discussing with management the rimeratiscussion to be included in the annual praayements with respect
executive officer and director compensati

reviewing and assessing, on an annual basis, gguady of its formal written charter; and

overseeing any other matters that may be spedyfidalegated to the compensation committee by mar@® of Directors.

The Compensation Committee met two times duringd201

Nominating and Governance Committ¥ée have a nominating and governance committeemi@bers of which are Mr. Brig
Mr. Rosenberg and Mr. Sonenshine. Mr. Rosenbengeseas chairman. The Board of Directors has deteunthat all of the members of
nominating and governance committee are independwtdr the Listing Rules of the NASDAQ Stock Markeplicable to such committe
The nominating and governance committee’s respditisib include:

identifying and recommending nominees for electmthe Board of Directors;
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« making recommendations to the Board of Directogareing the directors to be appointed to eachsaftéinding committees;
» developing and recommending corporate governanickelines for adoption by the Board of Directorsgan
» overseeing annual self-assessments by the direafttiie performance of the Board and its committees

The Nominating and Governance Committee met ondegl@014.
Compensation Committee Interlocks and Insider Parttipation

Upon completion of the offering, none of the menshef our compensation committee will be or will balkeen an officer
employee of the Company or any of our subsidiatieaddition, none of our executive officers sergesias served as a member of the boz
directors or compensation committee (or other baardmittee performing equivalent functions) of amtity that has one or more execu
officers serving as one of our directors or as@fithie members of our compensation committee.

Codes of Business and Ethical Conduct

We have adopted a Code of Business and Ethical woridr our officers and employees and a Code aidbot which contair
specific ethical policies and principles that apgayour Chief Executive Officer, Chief Financialf@ér, FFB Chief Operating Officer and ot
key accounting and financial personnel. Upon cotigpieof this offering, a copy of our Code of Bussseand Ethical Conduct will be access
at the Investor Relations section of our websitenatv.ff-inc.com. We intend to disclose, at that same looatin our website, any amendm
to that Code and any waivers of the requirementi®fCode of Conduct that may be granted to oueftxecutive Officer or Chief Financ
Officer.

Section 16(a) Beneficial Ownership Reporting Compdince

Pursuant to Section 16(a) of the Exchange Act &edrélated rules and regulations, our directors exetutive officers and a
beneficial owners of more than 10% of any registarkass of our equity securities, are requiredilso reports of their ownership, and
changes in the ownership, of our common stock With SEC pursuant to Secti@6(a) of the Securities Exchange Act. To our knogk
based solely on a review of copies of Section 16pprts furnished to us and on written represemtatfrom such reporting persons, du
2014, all of those persons complied with the Sacti6(a) filing requirements, except one of Mr. BiXéorm 4s, to report a purchase of
shares of the Company’s common stock, was inaelvilytfiled 2 days late.

lte m11. Executive Compensation
Named Executive Officers

Our “named executive officersficlude our principal executive officer and our tetler most highly compensated executive offi
For 2014, our named executive officers were:
e Ulrich E. Keller, Jr., who currently serves as &xecutive Chairman, as well as a member of the do&bDirectors

e Scott F. Kavanaugh, who currently serves as oueftnecutive Officer, as well as Vice Chairman anchember of the Board
Directors. Mr. Kavanaugh is our Principal Executificer.

e John Hakopian, who currently serves as PresideREAf as well as a member of the Board of Direcl
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Summary Compensation Table
The following table sets forth, for our named exeauofficers, the compensation earned in the yeaded December 31:

Stock Option

Name and Positior Year Salary ® Bonus® Awards Total
Ulrich E. Keller, Jr., Executive Chairman 201 $ 500,00( $ 200,00 $ — $ 700,00(
FFl and FFA 201z 450,00( 180,00 — 630,00(
Scott F. Kavanaugh, Chief Executive Officer of RRH 201« 556,00(3 412 ,50( — 968,50(
FFB, Vice Chairman of FFI, Chairman of Fl 201z 456,00(3 337,50( — 793,50(
John Hakopian 201« 425,00( 170,00( — 595,00(
President of FF/ 201z 365,00!( 146,00( — 511,00(

(1) Although Messrs. Keller, Kavanaugh and Hakogee directors of the Company, they do not recaiefees or other compensation for
their service as director

(2) In 2014 and 2013, the Board of Directors estabtistaeget bonus awards for each of the named execafficers, the payment of whi
was made contingent on FFI generating earningsybeéxes and bonuses, of $14.1 million in 2014&kd3 million in 2013. In 2014, a
in 2013, Messrs. Kavanaugh and Hakopian each redei®0% of their target bonus awards, the respeatimounts of which are set fc
in this column,

(3) Mr. Kavanaug'’s salary includes a $6,000 per year automobilevalfiwe for use of his personal automobile on Combasiness

In addition to the compensation set forth in theldaabove, each executive officer receives growgithend life insurance benef
Incidental job related benefits, including employgentributions under the Compasy401k plan, totaled less than $10,000 for eacthe
named executive officers in 2014.

Employment Agreements

Each of our named executive officers is employedenran employment agreement for a term ending ael@ber 31, 2016. Set fo
below are summaries of the terms of those employmgreements. These summaries are not intendeg ¢orbplete and are qualified in tt
entirety by reference to the employment agreentbetaselves.

Material Terms of the Employment Agreements

Salaries. Each employment agreement provides for the paynoénd base annual salary as follows: Mr. Keller: GB00
Mr. Kavanaugh: $550,000; and Mr. Hakopian: $425,00ose salaries are subject to review and mayhbeased, but not reduced, by
Board of Directors in its discretion.

Participation in Incentive Compensation and Emptgenefit PlansEach of the employment agreements provides thahainee
executive officer will be entitled to participate any management bonus or incentive compensatianspadopted by the Board or
Compensation Committee and in any qualified or atimer retirement plans, stock option or equity itoe plans, life, medical and disabil
insurance plans and other benefit plans which Fel itss subsidiaries may have in effect, from tiretitne, for all or most of its sen
executives.

Termination and Severance ProvisioEsich employment agreement provides that the naxemlive officers employment may |
terminated by the Company with or without causedee to his death or disability or by the named aiee officer with or without goc
reason. In the event of a termination of the nameetutive officers employment by the Company without cause or byndmaed executi
officer for good reason, the Company will becomégalbed to pay severance compensation to the naxecutive officer in an amount eq
to 12 months of his annual base salary or the gatgeannual base salary that would have been paitetnamed executive officer for
remainder of the term of his employment agreenfestich remaining term is shorter than 12 monthe {tfermination Benefits Period”)n
addition, during the Termination Benefits Periodunitil the named executive officer obtains emplogtneith another employer that offi
comparable health insurance benefits, whichevaogés shorter, the Company will be obligated tmtimue to provide any group health
benefits to the extent authorized by and consisiétit 29 U.S.C. § 1161 et seq. (commonly known @OBRA”"), subject to payment
premiums by the named executive officer at thevaatimployee’s rate then in effect.
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Change of Control Agreements

The Company has entered into Change of Control r@age Agreements with each of its named executifieecs. Each of thos
agreements provides that if the Company undergdgisamge of Control (as defined in such Agreemeantsle the named executive officel
still in the employ of the Company or one of itbsidiaries and, within the succeeding 12 monthes,nhmed executive officer terminates
employment due to the occurrence of any one of f@aod Reason Eventghen the named executive officer will become esmditto receiv
the following severance compensation: (a) two tirttes sum of (i) his annual base salary as thenffiecteand (ii) the maximum bon
compensation that the named executive officer chalde earned under any bonus or incentive comgensplan in which he was th
participating, if any; (b) acceleration of the wegtof any then unvested stock options or restligi®ck held by the named executive offi
and (c) continuation of health insurance benefits & period that is the shorter of two years orilthe named executive officer obta
employment with another employer that offers coraplr health insurance benefits. However, each Ghah@ontrol Agreement provides t
the severance compensation to which any named téxeaificer would otherwise receive under his agnent may not, in the aggregate, e
or exceed the amount which would result in the isifian of an excise tax pursuant to Section 280@eflnternal Revenue Code of 198€
amended (the “Code”Each of these Change of Control Agreements alswigee that the payment of severance compensati@nrtame
executive officer under such agreement will beiéw lof any severance compensation that the nameclixe officer would otherwise he
been entitled to receive under his employment agee¢. Each Agreement also provides that the paymEseverance compensation n
comply with the applicable requirements of Secd08A of the Code.

The Good Reason Events consist of the followinga (ieduction or adverse change of the named eaxecofficer’s authority; (ii) i
material reduction in the named executive officesagary; (iii) a relocation of the named executbfficer’s principal place of employment
more than 30 miles; or (iv) a material breach by @ompany of its obligations under the named exexufficer's employment agreeme
However, each Change of Control Agreement provilasin order for a named executive officer to meecentitled to receive his severa
compensation, he must give the Company writtercedif his election to terminate his employmentGmod Reason within 15 days of the «
he is notified of the occurrence of the Good RedSeent. If the named executive officer fails toyide such a notice within that &y perio
or if the Company rescinds the action taken thastituted the Good Reason Event following recefghat notice, the named executive off
will not become entitled and the Company will net dbligated to pay any severance compensationdsoreof the occurrence of the G
Reason Event.

A Change of Control Agreement will terminate in #nent the named executive officeémployment is terminated by the Comg
for cause or due to his death or disability, orthg named executive officer without Good Reasaespective of whether such termina
occurs prior to or after the consummation of a Gjeaof Control of the Company.
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Outstanding Equity Awards at Fiscal Year End

The following table sets forth information regamglioutstanding stock options held by each of ourewm®xecutive officers as
December 31, 2014, including the number of unesettivested and unvested stock options. The vestihgdule for each option is shc
following this table. None of our named executi¥iicers has been granted any restricted stock.

Outstanding Equity Awards at 2014 Fiscal Year End

Option Awards
Number of Securities
Underlying Options

Exercise Expiration
Name / Grant Date Exercisable Unexercisable Price @ Date ®
Ulrich E. Keller, Jr.
9/17/2007 40,50( — % 11.0C 9/16/201
1/27/200¢ 15,00( — 16.5(C 1/26/201¢
10/25/2011 40,00( — 16.5(C 10/24/202
Scott F. Kavanaug
9/17/2007 160,00( — 10.0C 9/16/201
1/27/200¢ 20,00( — 15.0(C 1/26/201¢
10/25/2011 80,00( — 15.0C 10/24/202.
John Hakopial
9/17/2007 40,50( — 10.0C 9/16/201
1/27/200¢ 10,00( — 15.0( 1/26/201¢
10/25/2011 40,00( — 15.0( 10/24/202

(1) Stock options granted to the named executffieens generally vest over three years at the dit83 '/ ; % of the options as of ec
anniversary of the date of grant, provided thatekecutive is still employed by the Company on Hrativersary date

(2) In accordance with the CompasyEquity Plans, the exercise prices were equal greater than 100% of the fair market values @
Companys shares as of the respective grant dates. Theisxqrices of incentive options granted to Mr.l&elere equal to 110% of t
fair market value of a share of common stock ondéite of grant because Mr. Keller owns more tha d@the outstanding common st
of the Company. Since no active market existedlferCompanys shares at each grant date above, in each indtamdair market valt
was determined by the Board of Directors based guilynon the prices at which the Company had mesently sold shares to invesl
who were not affiliated with any of the Comp/s directors or executive officel

(3) The expiration date of each option award is 10 y&am the date of its grant, subject to earliemieation on a cessation of service v
the Company

Compensation Risk Assessment
We believe that, although a portion of the compgosgrovided to our executives and other employgsesibject to the achievem

of specified financial performance criteria, oueentive compensation program does not encouragessixe or unnecessary ritsking. We d
not believe that our compensation programs arenedsy likely to have a material adverse effectien
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Director Compensation

Only nonemployee directors are entitled to receive comparsdor service on the Board and Committees of Buard. Th
compensation each director received for their serein the Board and Board Committees is set forthe following table for the year enc
December 31 2014:

Fees Earned or Pait

All Other
in Cash Stock Option Awards Compensation Total
James Brakk: $ 60,00C $ — 3 — % 60,00(
Max Briggs 60,00( — — 60,00(
Victoria Collins 60,00( — — 60,00(
Michael Criste® 15,00( — — 15,00(
Warren D. Fix 60,00( — — 60,00(
Gerald Larsel 60,00( — — 60,00(
Mitchell M. Rosenbert 60,00( — — 60,00(
Jacob Sonenshir 60,00( — — 60,00(
Henri Tcher® 15,00( — — 15,00(
(1) Mr. Criste and Mr. Tchen resigned from the Rbaf Directors effective March 31, 2014. This amorgpresents their

compensat ion prior to their resignation.
Outstanding Equity Awards.

Our nonemployee directors also are eligible to receivelstaptions and restricted stock grants under thatizdlans (as defined in t
section entitled “Executive Compensation—Equityenmiive Plans”). No stock options or shares of restl stock were granted to non
employee directors in 2014. Stock options and shafeestricted stock granted to our nemployee directors generally vest over three yal
the rate of 33'/ 3% of the options or of the restricted shares asath anniversary of the date of grant, provided tie director is still
member of the Board on the vesting date.

The following table sets forth information regamliautstanding stock options held by each eomployee director as of December
2014, including the number of unexercised vestetl mvested stock options. The vesting scheduledoh option is shown following ti
table.
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Outstanding Equity Awards at 2014 Fiscal Year End

Option Awards (1)
Number of Securities
Underlying Options

Exercise Expiration

Name / Grant Date Exercisable Unexercisable Price @ Date ®)
James Brakk

9/17/2007 15,00( — % 10.0C 9/16/201°

1/27/200¢ 1,50( — 15.0C 1/26/201¢
Max Briggs

8/28/2013 10,00( 5,00( 15.0C 8/27/202.
Victoria Collins

9/17/2007 40,50( — 3 10.0C 9/16/201

1/27/200¢ 5,00( — 15.0C 1/26/201¢
Warren D. Fix

9/17/2007 15,00( — % 10.0C 9/16/201°

1/27/200¢ 1,50( — 15.0C 1/26/201¢
Gerald L. Larsel

7/22/2008 10,00( — % 15.0C 7/21/201¢

1/27/200¢ 1,00( — 15.0C 1/26/201¢

1/27/2011 — — — —
Mitchell M. Rosenber

9/17/2007 15,00( — 3 10.0C 9/16/201

1/27/200¢ 1,50( — 15.0C 1/26/201¢
Jacob Sonenshir

9/17/2007 15,00( — % 10.0C 9/16/201°

1/27/200¢ 1,50( — 15.0C 1/26/201¢

(1) Stock options granted to the directors generalt eger three years at the rate of 33 1/3% of gitens as of each anniversary of the
of grant, provided that the Director is still senyithe Company on that anniversary d

(2) In accordance with the CompasyEquity Plans, the exercise prices of these optioere equal to 100% of the fair market valueshe
Company’s shares as of the respective grant daitese no active market existed for the Compargjiares at each grant date above, in
instance the fair market value was determined leyBbard of Directors based primarily on the priaesvhich the Company had m
recently sold shares to investors who were noliatid with any of the Compa’s directors or executive officel

(3) The expiration date of each option award is 10 yéam the date of its grant, subject to earliemiaation on a cessation of service v
the Company
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lte m12.  Security Ownership of Certain BeneficiaDwners and Management and Related Stockholder Magts.
Security Ownership of Certain Beneficial Owners andMlanagement

The following table sets forth certain informatiaith respect to the beneficial ownership of our aoon stock, as of March2 , 201!
for:

e each of our named executive office
e each of our director:
e all our executive officers and directors as a greum

e each person, or group of affiliated persons, knbyius to be the beneficial owner of more than 5%wfoutstanding shares
our common stock

For purposes of the table below, the percentageemship calculations for purposes of determining libaeficial ownership of o
directors and executive officers are based on 758#8shares of our common stock outstanding asastM12, 2015.

Under the rules and regulations of the SEC, a peisaleemed to be the beneficial owner of (i) shavéh respect to which tt
person has, either alone or with others, the pdweote or dispose of those shares; and (ii) shahésh that person may acquire on exercis
options or other rights to purchase shares of oomaon stock at any time during a 60 day period twhior purposes of this table, will end
May 11, 2015. The number of shares subject to ppttbat are exercisable or may become exercisabiegdthat 60 day period are deer
outstanding for purposes of computing the numbeshafres beneficially owned by, and the percentageeship of, the person holding si
options, but not for computing the percentage oshmprof any other shareholder named in this tableept as otherwise noted below,
believe that the persons named in the table haleevating and dispositive power with respect tosilares shown as beneficially ownec
them, subject to community property laws where igpble.

As of March 12, 201E®
Number of Shares

Beneficially Percent of

Name and Title Owned ® Class

Ulrich Keller, Jr., Executive Chairme 1,396,08®) 17.5%
Scott Kavanaugh, Vice Chairman and C 659,46° 8.1%
James Brakke, Directt 60,39: *
Max Briggs, Directol 25,25%4) *
Victoria Collins, Directol 412,704) 5.2%
Warren Fix, Directo 53,1676 *
John Hakopian, Director and President of F 480,18 6.C%
Gerald Larsen, Directc 20,70( *
Mitchell M. Rosenberg, Directc 39,50( *
Jacob Sonenshine, Direc! 39,50( *
All Directors and Executive Officers as a Group fitsons 3,330,95 38.8%

*  Represents less than one (1%) percent of the sbat&tsnding as of March 12, 20:

(1) This table is based upon information supplied tdysur officers, directors and principal shareleodd Except as otherwise noted,
believe that each of the shareholders named itathle has sole voting and investment power witppeesto all shares of common st
shown as to which he or she is shown to be theflogdeowner, subject to applicable community prdgdaws. The percentage owners
interest of each individual or group is based upentotal number of shares of the Compangdmmon stock outstanding plus the sk
which the respective individual or group has tlyatito acquire within 60 days after March 12, 2@ireugh the exercise of stock optio

(2) Includes shares that may be acquired within 60 daydarch 12, 2015 pursuant to the exercise ofkstiations. Shares subject to opti
are as follows: Mr. Keller—95,500 shares; Mr. Kagagh—260,000 shares; Messrs. Brakke, Fix, Soneasinid Dr. Rosenberg,36,50(
shares each; Mr. Briggs—10,000 shares; Dr. Collid5;500 shares; Mr. Hakopian—90,500 shares; Mr.dratsl1,000 shares; a
Directors and Executive Officers as a Gr—705,500 share!

(3) Includes 100,000 shares beneficially owned by Malléd’ s wife, as to which he disclaims beneficial owngrs
(4) Includes 3,000 shares beneficially owned by MrgBsi wife, as to which he disclaims beneficial ovehgy.

(5) Includes 8,533 shares beneficially owned by Drli@®@husband, as to which she disclaims benefisialership.
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(6) Includes 5,000 shares beneficially owned by Mr’s wife, as to which he disclaims beneficial owngrs

The following table provides information as of Dedw®er 31, 2014, regarding the Company’s Equity Plans

Column (a) Column (b) Column (c)
Number of
Securities
Remaining
Available for
Number of Future Issuance
Securities to be Weighted- under Equity
Issued upon Average Compensation
Exercise of Exercise Price of Plans
Outstanding Outstanding (Excluding
Options, Options, Securities
Warrants and Warrants and Reflected in
Plan Category Rights Rights ® Column(a))
Equity compensation plans approved by shareho 1,384,80i $ 12.6 323,76:
Equity compensation plans not approved by shareis — — —
Total 1,384,80i $ 12.6 323,76:

(1) Options are granted at an exercise price equal tgremter than the fair market value per shareunfo@mmmon stock on their respec
dates of grant

Ite m13. Certain Relationships and Related Transzions, and Director Independence.

In addition to the compensation arrangements wirctbrs and executive officers described in “ExeeuCompensationabove, th
following is a description of each transaction sidanuary 1, 2013, and each proposed transactighidt:

e we have been or are to be a particip

e the amount involved exceeded or exceeds $120,0@(

e any of our directors, executive officers or berniafitiolders of more than 5% of our capital stock,any immediate famil
member of or person sharing the household with afrhese individuals (other than tenants or emmsyehad or will have
direct or indirect material intere:

Private Placement Transactions

In December 2013 we sold a total of 318,987 shafesir common stock, at a price of $18.00 per shara private placement tc
total of 32 investors, (the “Private Placemeni). Kavanaugh, our Chief Executive Officer, purobéd49,500 shares in the Private Placer
for which he paid $18.00 per share, for a totathase price of $351,000.

Ordinary Banking Relationships

FFB has had, and in the future may have, bankiagstctions in the ordinary course of its busine&h wdirectors, princip:
shareholders and their associates, including théngaf loans to directors and their associateshSoans and other banking transactions v
and in the future will be, made on the same teinguding interest rates and collateral securirg ltans, as those prevailing at the time
comparable transactions with persons of compaicelditworthiness who have no affiliation with ther@any, FFB or any other subsidia
of the Company and will be made only if they do motolve more than the normal risk of collectaliliand do not present any ot
unfavorable features at the times the loans areemad
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Indemnification Agreements with our Directors and (fficers

We are incorporated under the laws of the Stat€alifornia. Section 317 of the CGCL provides thataifornia corporation mz
indemnify any persons who are, or are threatende tmade, parties to any threatened, pending opleted action, suit or proceeding, whe
civil, criminal, administrative or investigativetfwr than an action by or in the right of such cogtion), by reason of the fact that such pe
was an officer, director, employee or agent of scmtporation, or is or was serving at the requéstugh corporation as an officer, direc
employee or agent of another corporation or enspiThe indemnity may include expenses (includittgrneys’fees), judgments, fines &
amounts paid in settlement actually and reasoniiolyrred by such person in connection with suclioactsuit or proceeding, provided t
such person acted in good faith and in a manner Bhe reasonably believed to be in or not oppts#ue corporatiors best interests and, w
respect to any criminal action or proceeding, hadeasonable cause to believe that his or her abnvdas illegal. Section 317 of the CG
further authorizes a corporation to purchase andtaia insurance on behalf of any indemnified paragainst any liability asserted against
incurred by such person in any indemnified capadityarising out of such persanstatus as such, regardless of whether the caiqrorsoulc
otherwise have the power to indemnify such persateuthe CGCL.

Section 204(a)(10) of the CGCL permits a corporatm provide in its articles of incorporation ttatirector of the corporation st
not be personally liable to the corporation oisitareholders for monetary damages for breach ofiidy duties as a director, except for cel
liabilities including liability for any:

e breach of a direct’s duty of loyalty to the corporation or its shareleos;

e act or omission not in good faith or that invohieentional misconduct or a knowing violation ofie
e unlawful payment of dividends or redemption of &saior

e transaction from which the director derives an iogar personal benef

Our articles of incorporation authorize us to, aod amended and restated bylaws provide that we, img&emnify our directors ai
officers to the fullest extent authorized by the @Gand also pay expenses incurred in defendingsas proceeding in advance of its f
disposition upon delivery of an undertaking, byaor behalf of an indemnified person, to repay alloants so advanced if it should
determined ultimately that such person is not ketito be indemnified under this section or othepwi

As permitted by the CGCL, we have entered into imaiéication agreements with each of our directand aertain of our officer
These agreements require us to indemnify thesegithdils to the fullest extent permitted under Qatifa law against liabilities that may ai
by reason of their service to us, and to advangemses incurred as a result of any proceeding stgtiem as to which they could
indemnified.

We have an insurance policy covering our officerd directors with respect to certain liabilities¢luding liabilities arising under t
Securities Act of 1933, as amended, or otherwise.

Insofar as indemnification for liabilities arisinmder the Securities Act may be permitted to dimesstofficers or persons controlli
the registrant pursuant to the foregoing provisidghe registrant has been informed that in the iopif the SEC such indemnification
against public policy as expressed in the Secarfigt and is therefore unenforceable.

Procedures for Approval of Related Party Transactios

Transactions by FFI or FFB with related parties subject to regulatory requirements and restristionhese requirements ¢
restrictions include Sections 23A and 23B of thedfal Reserve Act (which govern certain transastioyp a bank with its affiliates) and
Federal Reserve’ Regulation and Regulation O (which governs certaans by FFB to its executive officers, directoamd principe
shareholders). We have adopted policies to comjily thhese regulatory requirements and restrictions.

In addition our Board has adopted a written polggyerning the approval of related party transastitimat complies with ¢
applicable SEC requirements. Fé-Felated parties include directors (including aayninee for election as a director), executiveceffs, 59
shareholders and the immediate family members e$ehpersons. Our Chief Financial Officer, in cotadidn with other members
management and outside counsel, as appropriataewigéw potential related party transactions ttedmine if they are subject to the policy
so, the transaction will be referred to the Boafdwectors for approval. In determining whetherapprove a related party transaction,
Board of Directors will consider, among other fastdhe fairness of the proposed transaction tcCiti@pany, the direct or indirect nature
the related partg interest in the transaction, the appearanceyfraproper conflict of interests for any directarexecutive officer, taking in
account the size of the transaction and the firrdrmbsition of the related party, whether the teamtion would impair an outside director’
independence, the acceptability of the transadtiayur regulators and any possible violations bobf our corporate policies.
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Director Independence

Our Board of Directors has evaluated the indepecel®fi its members based on the definition of indeace for purpose of Bo:
membership and membership on the Baarstanding committees that are applicable to thmgamy because its shares are listed o
NASDAQ Stock Market. Based on that evaluation, Beard has concluded that (i) six of the ten memioérthe Board are independe
Messrs. Brakke, Briggs, Fix, Larsen, RosenbergSumknshine, and (i) all of the members of the A@dimmittee, Compensation Commit
and Nominating Committee are independent.

Ite m 14.  Principal Accounting Fees and Services
Audit and Non-Audit Services Pre-Approval Policy

The Audit Committee’s Charter provides that the Bh@bmmittee must pre-approve services to be peréar by the Company’
independent registered public accounting firm. ¢ccadance with that requirement, the Audit Comreittgeapproved the engagement
Vavrinek, Trine Day and Co. LLP, (“VTD"pursuant to which it provided the services desdribelow for the fiscal years ended Decembe
2014 and 2013.
Audit and Other Fees Paid in Fiscal Year 2014 and®3

Aggregate fees for professional services rendergldet Company by VTD were as follows for the yeanded December 31.:

2014 2013
Audit services $ 125,000 $ 83,00(
Audit related service — —
Tax compliance service — —
All other services — —
Total $ 125,000 $ 83,00(

Audit Services

In each of the years ended December 31, 2014 at8l 207D rendered audit services which consistethefaudit of the Company’
consolidated financial statements for the years thaled.

Audit Related Services

VTD did not render any other audit related servicegs during 2014 or 2013.
Tax Compliance Services

VTD did not render any tax compliance servicesgauring 2014 or 2013.
Other Services

VTD did not render any other professional or angsdting services to us during 2014 or 2013.

120




PART IV
Ite m15.  Exhibits and Financial Statement Schedek.
(@) Financial Statements, Financial Statement ScHales

See page 64 for an index of the financial statesfiled as part of this Annual Report on FormKLONo financial statement schedt
are provided because the information called foisrequired or is shown either in the financiaktsinents or the notes thereto.

(b) Exhibits

See the Index of Exhibits on page E-1 for a lisexiibits filed as part of this Annual Report onrRdl0K, which Index of Exhibits i
incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this repor
be signed on its behalf by the undersigned, thécedmy authorized in Irvine California on March, Z815.

FIRST FOUNDATION INC.

By: /s/ScoTTF. K AVANAUGH
Scott F. Kavanaugh, President and
Chief Executive Office

POWER OF ATTORNEY

Each individual whose signature appears below @atest and appoints Scott F. Kavanaugh, Ulrich &ld¢, Jr. and John M. Mich
and each of them, acting severally, his or her tn@ lawful attorneys-ifact and agents with full power of substitution; Fam or her and i
his or her name, place and stead, in any and pdlaitees, to sign and file on his or her behalf andach capacity stated below, all amendn
and/or supplements to this Annual Report on ForaK 1@hich amendments or supplements may make chaargeadditions to this Report
such attorneys-in-fact, or any of them, acting sallye may deem necessary or appropriate.

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report on FormHKORas been signed below by
following persons in the capacities and on thesiatdicated.

SIGNATURE TITLE DATE

fs/ SCOTT F. KAVANAUGH Chief Executive Officer and Direct:
Scott F. Kavanaug (Principal Executive Officer March 16, 201!

fs/ JOHN M. MICHEL Chief Financial Office
John M. Michel (Principal Financial and Accounting Office March 16, 201!

/sl ULRICH E. KELLER, JR.
Ulrich E. Keller, Jr. Chairman and Directc March 16, 201!

/sl JAMES BRAKKE
James Brakk Director March 16, 201!

/sl MAX BRIGGS
Max Briggs Director March 16, 201!

/s/ VICTORIA COLLINS
Victoria Collins Director March 16, 201!

/sl WARREN D. FIX
Warren D. Fix Director March 16, 201!

/sl JOHN HAKOPIAN
John Hakopial Director March 16, 201!

/sl GERALD L. LARSEN
Gerald L. Larsel Director March 16, 201!

/sI MITCHELL M. ROSENBERG
Mitchell M. Rosenbert Director March 16, 201!

/sl JACOB SONENSHINE
Jacob Sonenshir Director March 16, 201!




INDEX OF EXHIBITS

Exhibit No. Description
21.1 Subsidiaries of the Registra
23.1 Consent of Vavrinek, Trine, Day & Co., independetgistered public accounting fir
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuawnt $ection 302 of the Sarba-Oxley Act of 2002
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 200z
32.2 Certification of Chief Financial Officer pursuawnt $ection 906 of the Sarba-Oxley Act of 2002
101 XBRL (eXtensive Business Reporting Languagbg following financial materials from the CompasQuarterly

Report on Form 10-K for the period ended Decemtie2814, formatted in XBRL: (i) Condensed Consdida
Balance Sheets, (ii) Condensed Consolidated Statsmé Operations, (iii) Consolidated Statement€omprehensive
Loss, (iv) Condensed Consolidated Statements dfl Eksvs, and (v) Notes to Condensed Consolidatedrigial
Statements
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Exhibit 21.1

SUBSIDIARIES OF REGISTRANT

Registrant’s

Percentage

Name and State or other Jurisdiction of Incorporatbn Ownership
First Foundation Advisors, a California corporat 10C%
First Foundation Bank, a California corporat 10C%

In accordance with the instructions set forth irra@saph (b) of Item 601 of RegulationkS-we have omitted subsidiaries that
considered in the aggregate as a single subsidianyld not have constituted a significant subsidas of December 31, 2014.



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our report dated March 16, 2015 vatipect to the accompanying the consolidated ¢iaarstatements of Fil
Foundation Inc. and Subsidiaries (the CompanyjHeryears ended December 31, 2014 and 2013 incindbé Company Annual Report ¢
Form 10K for the years ended December 31, 2014 and 2018.héfeby consent to the incorporation by referesfcéhat report in th
Company’s Registration Statement on Form S-8 (Rde333-193658).

/s/ VAVRINEK , TRINE, DAY & C 0. LLP

Laguna Hills, Californie
March 16, 201!



Exhibit 31.1

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER
UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT

I, Scott F. Kavanaugh, certify that:
1. I have reviewed this Annual Report on Forn-K of First Foundation Inc. for the fiscal year edd@ecember 31, 201.

2. Based on my knowledge, this report does not corgrinuntrue statement of a material fact or omitadie a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrans other certifying officer and | are responsible &stablishing and maintaining disclosure contemsl procedures (
defined in Exchange Act Rules 13a-15(e) and 15(k)) and internal control over financial repagtifas defined in Exchange Act Rt
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known tc
by others within those entities, particularly dgrie period in which this report is being prepa

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting anlde preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amtguaures as of the end of the period covered kg rdport based on st
evaluation; ant

(d) Disclosed in this report any change in thastegnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbr® that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrans other certifying officer and | have disclosedsdxh on our most recent evaluation of internal adbndwer financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiedent
functions):

(8 All significant deficiencies and material weaknessethe design or operation of internal contrabiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpzahcial information; an

(b) Any fraud, whether or not material, that inved management or other employees who have aismmtifrole in the registrargt’
internal control over financial reportin

Dated: March 16, 2015

[ s/ ScoTTF. K AVANAUGH
Scott F. Kavanaug
Chief Executive Office




Exhibit 31.2

CERTIFICATIONS OF CHIEF FINANCIAL OFFICER
UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT

[, John M. Michel, certify that:
1. I have reviewed this Annual Report on Forn-K of First Foundation Inc. for the fiscal year edd@ecember 31, 201.

2. Based on my knowledge, this report does not corgrinuntrue statement of a material fact or omitadie a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrans other certifying officer and | are responsible &stablishing and maintaining disclosure contemsl procedures (
defined in Exchange Act Rules 13a-15(e) and 15(k)) and internal control over financial repagtifas defined in Exchange Act Rt
13z15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known tc
by others within those entities, particularly dgrie period in which this report is being prepa

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting anlde preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amtguaures as of the end of the period covered kg rdport based on st
evaluation; ant

(d) Disclosed in this report any change in thastegnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbr® that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer anchave disclosed, based on aupst recent evaluation of internal control overafinia
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiedent
functions):

(8 All significant deficiencies and material weaknessethe design or operation of internal contrabiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpzahcial information; an

(b) Any fraud, whether or not material, that inved management or other employees who have aismmtifrole in the registrargt’
internal control over financial reportin

Dated: March 16, 2015

/s/ JOHN M. M ICHEL
John M. Michel
Executive Vice President
and Chief Financial Office




Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley A2002
FIRST FOUNDATION INC.

Annual Report on Form 10-K
for the Year ended December 31, 2014

In connection with the accompanying Annual ReparForm 10-K of First Foundation Inc. (the “Compajyor the year ended
December 31, 2014, as filed with the SecuritiesBxchange Commission as of the date hereof (thetidhReport”), I, Scott F. Kavanaugh,
Chief Executive Officer of the Company, hereby i€gpursuant to 18 U.S.C.§ 1350, as adopted putswaBection 906 of the Sarbanes-Oxley
Act of 2002, that:

(1) The Annual Report fully complies withethequirements of Section 13(a) and 15(d) of treufes Exchange Act of 1934, as
amended; and

(2 The information contained in the AnnRalport fairly presents, in all material respedis, financial condition and results of
operations of the Company.

Date: March 16, 201 /s/ ScoTtT F. K AVANAUGH
Scott F. Kavanaug
Chief Executive Office

A signed original of this written statement reqditey Section 906 h:
been provided to First Foundation Inc. and will te¢ained by First
Foundation Inc. and furnished to the Securities BEmdhange
Commission or its staff upon reque



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

Pursuant to Section 906 of the Sarbanes-Oxley A2002
FIRST FOUNDATION INC.

Annual Report on Form 10-K
for the Year ended December 31, 2014

In connection with the accompanying Annual ReparForm 10-K of First Foundation Inc. (the “Compajyor the year ended
December 31, 2014, as filed with the Securitiesxcthange Commission as of the date hereof (thetil@hReport”) |, John M. Michel, Chie

Financial Officer of the Company, hereby certifyguant to 18 U.S.C.8 1350, as adopted pursuargdtio® 906 of the Sarbanes-Oxley Act of
2002, that:

Q) The Annual Report fully complies withethequirements of Section 13(a) and 15(d) of treufes Exchange Act of 1934, as
amended; and

(2 The information contained in the AnnRalport fairly presents, in all material respedis, financial condition and results of
operations of the Company.

Date: March 16, 201 /s/ JoHN M. M ICHEL

John M. Michel
Chief Financial Office

A signed original of this written statement reqditey Section 906 h:
been provided to First Foundation Inc. and will te¢ained by First
Foundation Inc. and furnished to the Securities BEmdhange
Commission or its staff upon reque



