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1st CAPITAL BANK ANNOUNCES ITS FINANCIAL RESULTS  

FOR THE QUARTER AND NINE MONTHS ENDED SEPTEMBER 30, 2008 

 
Monterey, California — October 23, 2008.  1st Capital Bank (OTCBB/FISB) today announced 
continued growth in its balance sheet since its opening on April 16, 2007.  At September 30, 
2008, total assets were $114,018,000, or an increase of $44,659,000 (64%) from December 31, 
2007 and $6,787,000 (6%) from June 30, 2008.  The growth in loans was the greatest contributor 
to the overall asset growth. Loans, net of the allowance for loan losses of $1,309,000, totaled 
$86,275,000 at September 30, 2008, an increase of $50,256,000 (140%) from December 31, 2007 
and $4,864,000 (6%) from June 30, 2008.  At September 30, 2008, deposits were $85,899,000, an 
increase of $45,790,000 (114%) from December 31, 2007 and $6,801,000 (9%) from June 30, 
2008.  

“Asset quality, capital and liquidity represent the fundamentals of a safe and sound institution,” 
said Fred Rowden, President and CEO of 1st Capital Bank.   “1st Capital Bank is pleased to report 
favorable ratings from on-line bank rating services that consider these factors.  Asset quality is a 
major determinant of the viability of any banking institution.  Liquidity provides funding for 
normal bank operations and represents a reserve for unanticipated funding needs while capital 
provides protection against loss,” said Mr. Rowden. “1st Capital Bank received high rankings for 
its strength in these fundamentals.  Growing to $114,000,000 in less than a year and a half is 
evidence of the community’s support for the Bank and 1st Capital Bank is glad to be a strong and 
active member of the community, helping businesses and individuals navigate through these 
uncertain financial times,” said Mr. Rowden. 

1st Capital Bank is also pleased to announce that it has received approval to open a full-service 
banking branch office in King City.  “It is a testament to the soundness of our banking model and 
the skill and dedication of our staff that we have been approved to proceed with our expansion 
while other financial institutions are pulling back.  1st Capital Bank believes that its operations in 
King City will add value to both the community of King City and surrounding areas, and to the 
Bank,” said Mr. Rowden. 

At September 30, 2008, 1st Capital Bank held $11,780,000 in federal funds sold and has federal 
funds borrowing lines and other borrowing facilities available as a means to provide additional 
liquidity and funding for future loan growth.  As anticipated in its business plan, the Bank 
experienced a net operating loss of $220,000 for the third quarter of 2008.  Net losses decreased 
$526,000 (71%) compared to $746,000 for the quarter ended September 30, 2007 and decreased 



$451,000 (67 %) compared to $671,000 for the quarter ended June 30, 2008.  Basic loss per share 
for the third quarter of 2008 was $0.07 compared to $0.24 for the quarter ended September 30, 
2007 and $0.21 for the quarter ended June 30, 2008.  Net loss for the nine months ended 
September 30, 2008 increased $225,000 (17%) to $1,581,000 from $1,356,000 for the five and 
one-half months ended September 30, 2007, due to the Bank’s partial year of operations during 
2007 compared to a full year of operations in 2008.  Net losses for the eight and one-half months 
ended December 31, 2007 were $2,036,000. Net loss per share was $0.50 for the nine months 
ended September 30, 2008 compared to $0.43 for the five and one-half months ended September 
30, 2007 and $0.64 for the eight and one-half months ended December 31, 2007.  As of 
September 30, 2008, 1st Capital Bank had a Total Risk Weighted Capital ratio of 30.4%, which 
was over three times the regulatory required minimum for this ratio. 

 
Financial Summary: 

Net interest income for the third quarter of 2008 was $990,000, an increase of $390,000 (65%) 
over the quarter ended September 30, 2007 and an increase of $116,000 (13%) over the quarter 
ended June 30, 2008.  Interest income for the third quarter of 2008 was $1,411,000, an increase of 
$658,000 (87%) from the third quarter of 2007 and an increase of $186,000 (15 %) over the 
quarter ended June 30, 2008.  Average earning assets in the third quarter of 2008 were 
$107,597,000 compared to $50,523,000 in the third quarter of 2007 and $91,938,000 in the 
quarter ended June 30, 2008.  

Interest expense in the third quarter of 2008 was $421,000, an increase of $268,000 (153%) over 
the quarter ended September 30, 2007 and an increase of $70,000 (20%) over the quarter ended 
June 30, 2008.  Average interest bearing liabilities in the third quarter of 2008 were $61,823,000 
compared to $15,160,000 in the third quarter of 2007 and 47,729,000 in the quarter ended June 
30, 2008.  

The net interest margin for the third quarter of 2008 was 3.7% compared to 4.8% for the third 
quarter of 2007 and 3.8% in the quarter ended June 30, 2008.  The negative effect on net interest 
income and net interest margin of the 325 basis point reduction by the Federal Reserve Bank to 
key interest rates since September 2007 was partially offset by the growth and changes in the 
composition of 1st Capital Bank’s earning assets and deposit liabilities, with most of that offset 
coming from the growth in the loan portfolio. The net interest margin for the first nine months of 
2008 was 4.2% compared to 5.0% for the five and one-half months ended September 30, 2007 
and 6.0% for the eight and one-half months ended December 31, 2007.  In addition to the effect 
of a reduction of key interest rates by the Federal Reserve Bank during these periods, the net 
interest margin decreased as the Bank’s balance sheet grew and the Bank began to leverage its 
capital and utilize the increased deposits as the source of funding for its loans and investments.  

1st Capital Bank provided $70,000 for loan losses in the third quarter of 2008 compared to 
$239,000 in the quarter ended September 30, 2007 and $280,000 in the quarter ended June 30, 
2008.  The ratio of the allowance for loan losses to total loans outstanding was 1.50% at 
September 30, 2008 compared to 1.50% at June 30, 2008 and 1.63% at December 31, 2007.  At 
September 30, 2008, there were no nonperforming or restructured loans and the Bank did not 
have any other real estate owned.  



Noninterest income increased $11,000 (138%) to $19,000 in the third quarter of 2008 as 
compared to the quarter ended September 30, 2007 and $5,000 as compared to the quarter ended 
June 30, 2008, largely due to growth in the Bank’s deposit portfolio.  

Noninterest expenses increased slightly by $15,000 (1%) to $1,159,000 in the third quarter of 
2008 as compared to the quarter ended September 30, 2007, and decreased $120,000 as compared 
to the quarter ended June 30, 2008. The increase over the same period in the prior year is 
primarily due to increased occupancy costs offset by decreases in promotional, stationary and 
supplies expenses. The decrease from the quarter ended June 30, 2008 is primarily due to 
fluctuations in audit, insurance, donation and community event expenses.  Noninterest expense 
was $3,560,000 in the first nine months of 2008 compared to $2,014,000 for the five and one-half 
months ended September 30, 2007 and $3,151,000 for the eight and one-half months ended 
December 31, 2008.  The majority of this increase was due to the Bank’s partial year of 
operations in 2007 compared to a full year of operations in 2008, as well as the overall growth of 
the Bank.  Included in noninterest expenses were stock-based compensation expenses related to 
stock options of $357,000 for the nine months ended September 30, 2008 compared to $314,000 
for the eight and one-half months ended December 31, 2008.  

1st Capital Bank currently operates two branch offices in Monterey County, which are located in 
the historic Estrada Adobe at 470 Tyler Street, Monterey, and in a recently expanded location at 
1097 South Main Street, Salinas.  1st Capital Bank has also received regulatory approval to 
expand its loan production office in King City to a full service branch office providing a full 
range of banking services. The experienced bankers at 1st Capital Bank provide traditional 
deposit, lending, mortgage and commercial products and services to business and retail customers 
throughout the California Central Coast and Salinas Valley areas of Monterey County.  

 
Information regarding the Bank may be obtained from the Banks website at 
www.lstCapitalBank.com. Copies of the Bank’s press releases are available on the website.  

 
Forward Looking Statements  

In addition to the historical information contained herein, this press release may contain certain 
“forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, 
as amended, Section 21E of the Securities Exchange Act of 1934, as amended, and subject to the 
safe-harbor provisions of the Private Securities Litigation Reform Act of 1995.  The reader of this 
press release should understand that all such forward-looking statements are subject to risks and 
uncertainties that could cause actual results to differ materially from those projected.  Factors that 
might cause such a difference include, among other matters, changes in interest rates; economic 
conditions including inflation and real estate values in California and the Bank’s market areas; 
governmental regulation and legislation; credit quality; competition affecting the Bank’s 
businesses generally; the risk of natural disasters and future catastrophic events including terrorist 
related incidents and other factors beyond the Bank’s control; and factors discussed in the Bank’s 
periodic reports under the Securities Exchange Act of 1934, as amended, on Forms 10-K, 10-Q 
and 8-K filed with the FDIC.  The Bank does not undertake any obligation to publicly update or 
revise any of these forward-looking statements, whether to reflect new information, future events 
or otherwise, except as required by law. 

 


