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SHAREHOLDER LETTER

I

Dear Shareholders:
n a year that will be remembered for two significant
events—the devastating wildfires that swept across
Sonoma County on October 9th and the signing of the
federal tax reform legislation on December 22nd—
Exchange Bank’s performance during this time
was exemplary.
We begin this letter with a sense of pride in how our
Bank and employees responded in the face of one of
the worst disasters in the history of our community.
Our hearts go out to everyone whose lives have
been changed by this disaster and the families who
lost loved ones in the fires. Exchange Bank will do
everything possible to help rebuild and heal our
communities—this is our pledge to you.
Once again, we see the amazing spirit, cooperation,
support, kindness and resilience of our community.
Even amid heartbreaking losses and devastation,
the people in our community have helped, shared,
donated and housed one another. We applaud and
are grateful for all of the firefighters, first responders
and hundreds of volunteers who worked tirelessly to
save lives and protect our community.
Throughout this adversity, our employees showed
phenomenal dedication and commitment. Many
employees came to work the day after the fires began,
which allowed our Bank to open 10 of our 18 branches
in Sonoma County. It was important to us that our
communities had access to financial services. In some
neighborhoods, Exchange Bank was the only financial
service provider open. Twenty-two of our employees lost
their homes in the fires and the Bank immediately reacted
by providing critical financial support to these employees
and their families. The Exchange Bank Foundation
established an employee fire relief fund to support our
employees who lost their homes. This fund received
contributions from vendors, employees, customers and
other financial institutions outside of Sonoma County.
In an effort to further support our customers,
Exchange Bank waived a variety of service charge
fees for our customers totaling in excess of $100,000,
and provided a loan payment deferral program for
our customers directly impacted by the fires. We also
established a disaster relief loan program for members
of our community that were displaced by the fires.
Since the fires, Exchange Bank has established five
community rebuild loan programs to help individuals,

families and the community rebuild homes and
businesses that were damaged or destroyed by
the North Bay fires.
Since 1890, the legacy and mission of Exchange Bank
has always been to support and contribute to our
community. We demonstrated our support during
this difficult time by donating in excess of $180,000 to
several charitable and non-profit organizations that are
providing critical support services to our community.
Life changed for all of us on October 9th. Exchange
Bank was here to rebuild the community after the
1906 earthquake, and we are here now to help restore
and rebuild our communities once again.
As we look back on all we have accomplished, working
together during this very difficult year, we can be
so proud to be a part of the Exchange Bank family.
We have proven that under even the most trying of
circumstances, Exchange Bank is here to serve and
support the community. Thank you to our employees
who, despite the heartbreak of loss and disruption of
evacuation, still came to work to serve our community.
Frank Doyle would be so proud!
Despite the impact of these major events, we are
extremely pleased with the financial performance of
Exchange Bank in 2017, a year in which almost every
metric of profitability and strength of our balance
sheet exceeded our expectations.
Exchange Bank reported income before taxes for the year
ended December 31, 2017 of $43.57 million, compared to
$34.67 million a year ago, an increase of 26%. As a result
of the enactment of the “Tax Cuts and Jobs Act” (Tax Act)
signed into law on December 22, 2017, the Bank reported
an additional adjustment to income tax expense totaling
$6.9 million in the fourth quarter of 2017, which had a
material impact on net income for both the year and
quarter ended December 31, 2017. As a result of this
additional tax expense, the Bank reported net income
for the year ended December 31, 2017 of $19.5 million,
as compared to net income of $21.50 million for the
year ended December 31, 2016. Without this additional
income tax expense, net income would have been
$26.4 million for the year ended December 31, 2017.
The increase in income tax expense was the result of
an accounting re-measurement related to the carrying
value of the Bank’s net deferred tax assets due to the
reduction in federal income tax rates from 35% to 21%.
Net deferred tax assets represent the tax effected timing
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difference between revenues and expenses recorded for
book purposes as compared to the timing of revenues
and expenses recorded for tax purposes. While the Bank
was required to re-measure its net deferred tax assets in
the fourth quarter of 2017, the reduction in federal tax
rates beginning January 1, 2018 is expected to have a
significant and positive impact on net income in future
periods. Based on the projected level of Bank earnings,
the 2017 impact on tax expense resulting from the net
deferred tax asset re-measurement is expected to be
earned back through a reduction in income tax expense
in less than 18 months.
Exchange Bank reported earnings per share of $11.38 in
2017, compared to $12.54 in 2016. The return on average
equity (ROE) was 9.86%, while the return on average
assets (ROA) was 0.86%. Without the impact of the new
Tax Act, our earnings per share would have been $15.41,
and our ROE and ROA, 13.35% and 1.17% respectively.
The Bank did benefit from two unusual and
nonrecurring items of income during 2017 that
contributed to this elevated level of earnings,
including a gain of $1.6 million on the sale of other
real estate held for sale and a $1.4 million litigation
settlement. These benefits were partially offset by
the reversal of loan loss provisions of $900,000
during 2016, which were not repeated in 2017.
The earnings of the Bank were driven primarily by
continued growth in loans and investments, which
were funded by a significant increase in low-cost core
deposits. Over 90% of the Bank’s deposits are in the
form of checking, savings and money market type
instruments, which in aggregate, provided the Bank
with a cost of funds that is one of the lowest within
our peer banks nationwide. This extremely stable and
low-cost deposit base contributed to an expansion
of the Bank’s margin from 3.68% in 2016 to 3.75% in
2017. The growth in loans and investments, combined
with the expansion in margin, led to an increase in net
interest income of approximately $8.3 million for the
year ended December 31, 2017, an 11% increase over
the year ended December 31, 2016. This increase in
interest earning assets was funded primarily by growth
in deposits of approximately $400 million, an increase
of 21% over 2016. The extraordinary growth in deposits
occurred during the fourth quarter, and to a large extent,
related to the inflow of insurance settlements received
by the Bank’s clients who suffered losses as a result of the
unprecedented wildfires in the communities we serve.
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Our loan growth was primarily centered in commercial
real estate and construction lending; however, this
growth in the loan portfolio was diversified across all
property types. While expanding the loan portfolio,
we prudently managed interest rate risk with 79%
of our loan portfolio repricing or maturing within
five years. As interest rates rise, this will position the
Bank with improved revenue opportunities.
The Bank’s credit quality remains strong, with
non-accrual loans declining to just 0.18% of total loans
at December 31, 2017. Despite continued loan growth,
as a result of the continued improvement in asset quality
and net loan recoveries, the Bank did not make any
provision for loan losses in 2017 and was able to maintain
a ratio of loan loss reserves to total loans of 2.70%.
The Bank’s capital ratios exceed all regulatory definitions
of “well capitalized.” As of December 31, 2017, the Bank
reported total risk-based capital of 12.92%. Additionally,
the Bank’s liquidity position remains strong due to
the outstanding quality of our investment securities
portfolio and growth in our overnight cash position.
Exchange Bank paid a quarterly cash dividend of
$0.90 per share on common stock outstanding to
shareholders on December 8, 2017. Total dividends
paid to Exchange Bank common shareholders during
2017 were $5.8 million and represented an increase of
approximately 21% above total dividends of $4.8 million
paid to common shareholders during 2016.
As a significant contributor to non-interest income,
the Bank’s Trust and Investment Management
department continued its very positive growth
trajectory in 2017 with assets under management
increasing from just under $1.0 billion at the end of
2016 to approximately $1.1 billion at year‑end 2017.
Our Trust and Investment Management department
is the sixth largest community bank trust department
by asset size in the state of California. The department
contributed a record $6.7 million in gross revenue to
the Bank for the year ended December 31, 2017, an
increase of 5.2% over the prior year.
This department allows the Bank to more fully serve
our clients and community with a combination of
capital market expertise and genuine concern for
helping our clients plan their futures. We continue
to meet the needs of families planning for the
transition of assets to the next generation through
our personal trust group. The department has several
credentialed trust and investment professionals who
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work closely with the top estate planning attorneys in
Sonoma County. The Bank also witnessed particularly
strong growth in our Employee Benefit Trust (401k
plans) business where we provide management of
retirement plans for our small business clients.
As part of our efforts to serve the community after
the wildfires, we have created investment programs
designed to help our clients manage their assets and
liquidity through the process of insurance settlement
to the ultimate rebuilding effort.
It is possible that 2017 will be remembered as the year
the U.S. economy truly began to emerge from several
years of economic doldrums. The economy appears
to be on its firmest footing in at least a decade, with a
continuation of strength in the labor market that left
the unemployment rate holding at a 17-year low of
4.1%. The economy experienced job gains for the year
of 2.1 million, the seventh straight year of increases
exceeding two million. Hiring has now risen for 87
straight months, the longest uninterrupted period of job
expansion on record. After a weak first quarter of GDP
growth, the U.S. economy has now posted back-to-back
quarters of +3% GDP growth. Gross domestic product
grew at a 3.1% annual rate in the second quarter, 3.2%
in the third quarter and finished the year at 2.6%.
The Federal Reserve showed continued optimism
that the U.S. economy is entering a period of more
robust sustainable growth by removing policies
designed to stimulate the economy on two fronts.
First, in September, the Federal Reserve voted to
begin the removal of quantitative easing by beginning
to gradually reduce its balance sheet of $4.5 trillion
in U.S. fixed income securities. Second, the Federal
Reserve voted in December to raise short-term
interest rates for the third time this year to a range
of 1.25% to 1.50%. This is the fifth such increase in
the past two years. Finally, the year was capped
when a major tax cut was signed into law a week
before Christmas, which most economists expect will
contribute to a somewhat elevated level of economic
growth over the next couple of years.
The big surprise for the fixed income markets during
2017 was the dramatic flattening of the Treasury yield
curve. The markets demonstrated complacency with
an apparent lack of inflationary pressure and, as a
result, longer-term interest rates, as measured by the
10-year Treasury, ended the year almost unchanged.
Little change at the long end of the curve, combined

with the strong increase at the short end of the curve
led to an extremely flat yield curve. A flat yield curve is
generally not a positive event in the banking industry
as much of the interest bearing transaction accounts,
such as money market, savings and interest checking,
are priced off the short end of the curve while much
of our loan and investment portfolios are priced at the
longer end of the curve.
As we look forward to 2018, we believe the U.S.
economy, particularly within the markets we serve,
is on good footing and should support our ability to
expand our business and deepen our existing customer
relationships. The economy should be getting a boost
from the new tax law that was passed in December.
Leading economists say the estimated $1.5 trillion in tax
cuts will increase business capital spending and wages;
however, these effects may likely be largely offset by
higher interest rates. On the consumer front, it is possible
that individual taxpayers could increase their own
consumption due to changes in payroll withholding.
Beyond fiscal and monetary policy, our operations are
directly impacted by the regulatory environment. Many
new rules and regulations have been put in place since
the financial crisis and several of these regulations are
complex and should be reviewed. While reasonable
regulations support the health of our financial system,
it is clear that excessive regulation is very costly and
does not help productivity.
The Dodd-Frank Act has certainly had an impact on
the banking industry given its vast scope. This law is
only part of the regulatory burden; there are many
other regulations that have led directly to increased
expenses in the form of higher personnel and
technology costs. Information security expectations,
residential mortgage regulations and the Bank
Secrecy Act/Anti-Money Laundering are the most
expensive regulations to implement. The largest
impact regulations have on customers is less product
flexibility to meet individual customer needs.
Today, our products and services are no longer
exclusively delivered through our branch network.
Customers are doing more transactions online and
through digital platforms; however, the branch system
will continue to play a very important role in meeting the
more complex needs of our customers. We are investing
in our branch network by remodeling and rebranding
branches to create a better customer experience.
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Customer expectations are evolving rapidly and
we must ensure our customers can bank through
multiple channels whenever and wherever they
choose. We must deploy technology to expand
choice, increase convenience and provide a consistent
experience across all delivery channels.

experience include a website refresh that eases the
transition for using our site on a computer or mobile
device, creating a consistent view for our customers.
We have also expanded our digital and social media
presence, sharing our unique story and community
involvement with an online audience.

Exchange Bank offers a complete suite of retail
banking products and services. In addition to
providing services through our traditional branch
channel, we continue to adapt to evolving customer
preferences. While our physical branch infrastructure
remains important, we must provide customers with
an integrated experience across branch and mobile
banking channels. Today, we have 34,000 customers
who bank online and more than 15,000 active mobile
banking users, a 20% increase over last year, resulting
in approximately 34% of our consumer deposit base
utilizing mobile banking.

It is essential for us to provide access for our customers
when they travel or relocate. In late 2017, we partnered
with the Automated Teller Machine (ATM) network,
Allpoint. This partnership with Allpoint allows our
customers to access fee-free ATMs at over 43,000
locations nationwide and 12,000 locations internationally.
This enhancement, coupled with our digital platforms,
enables our customers to bank and access their accounts
in more places across the nation and worldwide.

As digital technology transforms the banking industry,
we see technology as a way to enhance, not replace,
the personal and trusted relationship between
our employees and customers. We must serve as
knowledgeable and trusted advisors to build deeper
relationships with our customers.
We continue to strategically invest and grow our retail
business in ways that make it easy for our customers
to do business with us. We improved several of
our branches by updating the look and feel of the
space and carrying forward design and technology
elements from our branch of the future model. We
completed the next level of branch transformation
with the relocation of our Parkway Plaza branch to
our new location in the Deer Creek Shopping Center
in Petaluma. Our new Petaluma East location provides
Exchange Bank with higher visibility and access
to a greater small business and retail market. The
new design includes an open floor plan paired with
technology, while keeping a community feel to the
branch. In 2018, we will complete the design phase
for the future relocation of our Sebastopol branch.
In 2017, we installed Teller Cash Recyclers (TCRs) in
traditionally configured branches, automating their
cash handling processes and reducing the length
of time it takes an employee to complete customer
transactions, resulting in reduced errors and balancing
losses. Other enhancements to our customer
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Technology is at the core of our strategic initiatives
going forward. Advances in technology allow faster,
more efficient and safer delivery of our products
and services, resulting in a more engaging customer
experience and the ability to better control costs.
We will continue to increase our commitment to
technology and cybersecurity investment as the
pace of technology change continues to increase.
As an example, in 2017 the Bank invested in a sales
and service platform to streamline the new account
and teller processes to better serve our customers. The
new platform will be piloted in early 2018 and deployed
throughout the remainder of the year. During 2017, we
also implemented a new commercial loan origination
system, and to support the Bank’s growing residential
real estate program, a new cloud-based mortgage loan
solution was introduced. These three new platforms
will allow us to better serve all of our customers while
driving efficiency for our employees.
In keeping with the Bank’s business continuity
program, key technologies at the Bank’s
co-location facility were upgraded and expanded
ensuring sufficient computing capacity and viable
system operations in the event of a regional disaster.
These new technologies were tested and proven
during the Bank’s annual disaster recovery test
conducted in September.
Our cybersecurity strategy is focused on protecting
the Bank from malicious cybersecurity threats. We will
continue to work tirelessly to implement the necessary
tools to strengthen our security controls and protect
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our customer relationships. New technologies
were installed to facilitate greater protection of
electronic confidential information and the Bank’s
cybersecurity program was strengthened in light
of the ever increasing security risk.
On the information security front, investments
are being made in real-time fraud monitoring and
detection systems to protect against wire and ACH
fraud via our business online banking platform. Next
generation firewalls, database monitoring and cloud
security platforms will be installed for intrusion
detection and prevention. All of these technologies
are being implemented to streamline and improve
the delivery of critical services to our customers.
While technology is crucial to our operation,
our employees are our most important asset.
Our success is dependent on the interactions
our employees have with our customers every day.
We would not be able to accomplish any of our
objectives without the effort and dedication of our
employees who fully embrace a customer centric
service model and our commitment to improving
the lives of people in our community.
It is essential that we provide our employees
with increasing opportunities to learn, grow and
build meaningful careers. We cannot depend on
the marketplace for our future leaders; we must
continue to invest in developing strong leaders
through participation in leadership and career
development programs.
At Exchange Bank, we understand that our success
is directly linked to the success of our communities.
We believe in being great corporate citizens,
following the legacy our original founders started
over 127 years ago. We take this responsibility
seriously. In 2017 we increased our philanthropic
giving and awarded over $750,000 to more than
300 non-profit and charitable organizations
throughout Sonoma County to support local
events and charitable initiatives.
Giving back to the communities where we live and
work is part of our legacy—it’s our mission and a
cornerstone of Exchange Bank’s culture. We are once
again very proud of our employees’ commitment
to the community, as demonstrated through the
thousands of volunteer hours they give each year.

Bank-sponsored fundraisers are a tradition that
foster a spirit of giving throughout the Bank.
In 2017, our employees personally raised over
$117,000 through a variety of fundraising activities.
Our employees volunteer and support fundraising
efforts for programs that make a difference
in our communities. For the past 24 years, the
Volunteer Center of Sonoma County has named
Exchange Bank the corporate fundraising champion
for the Human Race. In 2017, our employees raised
over $45,000 for this event.
In recognition of our employees’ exceptional
work and dedication, we are proud to report
that Exchange Bank was recognized as one of
Sonoma County’s “Best Places to Work” for the
twelfth consecutive year. We have also been
recognized as “Best Local Bank,” “Best Business
and Consumer Bank” and one of Sonoma County’s
“Healthiest Places to Work.” In 2017, we were also
a recipient of a “Community Philanthropy Award.”
The Bank’s legacy of financial leadership and
community support is grounded in its core values of
Commitment, Respect, Integrity and Teamwork.
As we look ahead, we believe the fundamental
elements of our core business are solid and we are
well positioned for growth in 2018 and beyond.
We are confident that we will build on our legacy
while continuing to drive long-term value for you,
our shareholders.
We want to thank our Board of Directors, our
senior leadership team, and all of our employees
for the passion and commitment they demonstrate
every day. Together we are building a stronger
Exchange Bank for our shareholders, our customers,
our employees and our community.

William R. Schrader
Chairman of the Board

Gary Hartwick

President and Chief Executive Officer
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127 YEARS OF BANKING

Frank Doyle crossing
the Golden Gate Bridge.
Opening Day – 1937

T

he history of Exchange Bank and
Sonoma County have been intimately
and uniquely intertwined. Most
businesses of any considerable duration
can claim with some justification to have
contributed to the development of their community.
The record of the Exchange Bank demonstrates an
unusually conscious and consistent concern for the
community and for the people who live here.

earthquake and fire nearly leveled the entire city.
All financial obligations were suspended and the
State Board of Examiners ordered every bank in
California to be closed.
Determined to avoid the danger of panic
and despondency, the Doyles—along with
other community leaders—issued a slogan
“Build a bigger and better Santa Rosa.”
Manville’s son Frank, who had figured

The history of Exchange Bank and Sonoma County
have been intimately and uniquely intertwined.

Top:
Frank Doyle
Bottom:
Manville Doyle

Convinced that Sonoma County offered a more
promising future than any other area in California,
Manville Doyle began his plans to launch a
banking venture. Mr. Doyle chose a state charter
for his Bank, which carried with it more elaborate
requirements, such as those used for establishing
a national bank. Manville and Frank Doyle put up
most of the working capital themselves and held
firm control of the Bank from the moment
it opened its doors on May 1, 1890.

prominently in the Bank’s early years as an
investor and cashier, was instrumental in the
efforts to rebuild the city as well as his own Bank.

The Bank building was a modest structure on
Fourth Street, a bit east of Mendocino Avenue.
Its handsome interior featured mahogany
counters, French plate glass teller windows
and marble counter tops.

In 1908, a new banking act brought stability and
security to the banking industry. The wild and
wooly West was being tamed as well: paved roads
with Model Ts had replaced barren trails. Electric
lights and telephones were being introduced.

During the next three year’s the Bank grew
steadily. When the financial crisis of 1893 saw
21 banks fail in California alone, the Doyle brand
of firm and steady management enabled the
Bank to ride out the storm.
On April 18, 1906, nature dealt a cruel blow and
forced an entire chapter of Santa Rosa’s history to
be closed with a tumultuous shudder. The great
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Following on the heels of the earthquake was an
economic dislocation known as the Panic of 1907.
Exchange Bank pulled through again thanks largely
to the Sonoma County Clearing House Association,
an organization the Doyles helped form, which
reduced costs and improved efficiency for local
banks during depressed periods.

When Manville Doyle died in 1916, Frank took
over as the Bank’s president. World War I was a
prosperous time for Sonoma County, with higher
prices being asked for agricultural products.
Deposits in the Bank grew substantially during
the war years. Some of the resources were
pumped back into the community, but a great
deal of it was channeled into the war effort.

INVESTED IN SONOMA COUNTY
Following the popular trend among financial institutions to
branch out into surrounding communities, Exchange Bank
opened the first branch office in 1925, known as the Windsor
Branch. During these years, prices were shooting up and
there was an explosion of new products, the most significant
of which was the automobile. As the city of Santa Rosa
started growing, new roads were in big demand.
Frank Doyle, ever on the lookout for ways to help his community
grow, was responsible for most of the road improvement
projects from Sausalito all the way to Grants Pass, Oregon.
Those exciting, ebullient and prosperous years ended
abruptly for the people of Sonoma County—not to mention
the rest of the nation—following the stock market crash of
1929. The years that followed were the darkest in the history
of banking.
An old hand at dealing with crisis, Frank Doyle again pitched
in. In 1933, Sonoma County was on the brink of printing
its own scrip when President Roosevelt ordered millions
of Federal Reserve notes and allowed banks to apply for
permission to re-open. Exchange Bank was declared healthy
and thus survived the greatest financial crisis of them all.
For Frank Doyle, the high point in his community service
career was the completion of The Golden Gate Bridge.
He dedicated 10 years to the building project and was
instrumental in procuring the funding to build it. He had the
honor of being the first person to cross the span in a private
automobile. He also figured prominently in the official
opening ceremonies, cutting the chain at the Marin County
line. He is known as “The Father of The Golden Gate Bridge.”
Doyle Drive in San Francisco is named in his honor.
The years that followed World War II saw a new era of growth
and expansion for the entire county of Sonoma. Because
Frank Doyle was determined that the Bank should always
remain a locally owned and managed institution, he decided
to place his shares of Exchange Bank common stock into a
trust fund instead of distributing them among his heirs.
Upon his death in 1948, the conditions of his will were
met and so was established one of the most extraordinary
scholarship programs in the United States. By 1979, the
dividend income on the stock owned by the trust fund
amounted to close to a quarter of a million dollars. Most
of that money is given to the students at the Santa Rosa
Junior College in the form of “Doyle Scholarships.” To date,
$83 million has been distributed through these scholarships.
In addition, over $100,000 has been given to the City of
Santa Rosa to maintain and upgrade Doyle Park.
Frank Doyle’s bequest has not only maintained the identity
and integrity of the Bank, but has provided substantial
scholarship aid and assisted thousands of students in
undertaking a college education. The Bank, the college,
its students and the community have been immeasurably
enriched by this bequest, a landmark in the development of
Sonoma County.

Frank Doyle, named the “Father of the Golden Gate,” cutting the
ceremonial chain at the entrance of the Golden Gate Bridge.

ATM in the county. Today, Exchange Bank has 18 branches
located in Santa Rosa and surrounding communities,
including one in Roseville, CA. Each office has emerged as a
reflection of its immediate service area, giving credibility to
the new marketing theme “Invested in you.”
The fact that the Bank has continued to grow in both assets
and earnings testifies to the foresight and good judgement
of those who direct the Bank and the confidence placed in
us by our customers who trust us with their financial needs.

Santa Rosa
Junior College
“To date, $83 million
has been distributed
in the form of
Doyle Scholarships.”
We continually listen and respond to customer needs,
reviewing and implementing new technology for improved
banking services, including multiple online banking channels
for our consumers and streamlined internal processes.
Consumer security and easy online loan applications are
our top priority.
We are excited about the future. Innovation and proactive
solutions will improve our customers’ access and safety and
increase our Bank’s efficiency.

Throughout the years, Exchange Bank saw the advantages
of adjusting the Bank’s operations to meet the needs of the
growing community. In 1963, Exchange Bank established a
trust department and opened the first drive-up bank and
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F I NA NC I A L S

CO N S O L I D AT E D B A L A N C E S H E E T S
EXCHANGE BANK AND SUBSIDIARIES
– Unaudited –

December 31, 2017 and 2016
(In thousands, except share and par value amounts)

ASSETS			
2017		 2016
Cash and due from banks 		
$
Short-term investments 		

308,087
230

Total cash and cash equivalents		

308,317

				

$

67,761
228
67,989

Interest-bearing deposits in other financial institutions 		
Available-for-sale investment securities 		

52,000 		
638,912 		

76,500
514,245

Loans and leases 			
Less allowance for loan and lease losses 		

1,497,785 		
(40,323)

1,426,692
(38,009)

1,457,462

1,388,683

				

Net loans and leases 		

Federal Home Loan Bank stock 		
Bank premises and equipment, net 		
Bank-owned life insurance 		
Other real estate owned 			
Accrued interest receivable and other assets 		

			

Total assets

$

10,015 		
18,762 		
45,441 		
41 		
53,142
2,584,092

10,015
17,681
43,267
564
60,457

$ 2,179,401

LIABILITIES AND STOCKHOLDERS’ EQUITY		
Deposits:
Non-interest bearing
$
		 Interest bearing 		
			

Total deposits 		
2,343,669
1,943,410

Federal Home Loan Bank advances and other long-term debt 		
Accrued interest payable and other liabilities 		
				

894,899
$
726,107
1,448,770 		 1,217,303

Total liabilities 		

––		
37,218
2,380,887

8,000
38,819
1,990,229

Commitments and contingencies
Stockholders’ equity:
Preferred stock, 1,000,000 shares authorized;
		 None issued or outstanding		
Common stock, $2.50 par value; 3,000,000 shares authorized;
1,714,344 shares issued and outstanding 		
Additional paid-in capital 			
Retained earnings 			
Accumulated other comprehensive loss, net of taxes		

––		

––

4,286 		
46,026 		
161,775 		
(8,882)

4,286
46,026
146,284
(7,424)

		
Total stockholders’ equity 			

203,205 		

189,172

		
Total liabilities and stockholders’ equity
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$

2,584,092

$ 2,179,401

F I NA NC I A L S

C O N S O L I D AT E D S TAT E M E N T S O F I N C O M E
EXCHANGE BANK AND SUBSIDIARIES
– Unaudited –

For the Years Ended December 31, 2017 and 2016
(In thousands, except per share amounts)

						
Interest income:
Interest and fees on loans and leases
$
Interest on investment securities:
		 Taxable 			
		
Exempt from Federal income taxes 		
				

					

Total interest expense 			

					
					

Net interest income before provision for
loan and lease losses 			

Provision for (reversal of ) loan and lease losses 		

$

63,226

10,315		
1,868

9,050
1,818

830 		
587

767
382

1,417 		 1,149
80,952 		
––

72,945
(900)

Net interest income after provision for
loan and lease losses 		
80,952
73,845

Non-interest income:
Service charges and fees 		
Trust income 				
Merchant discount and interchange fees 		
Income from bank-owned life insurance 		
Other income 		
				

70,186

2016

Total interest income 		
82,369
74,094

Interest expense:
Interest on deposits 			
Interest on borrowings 		

				
		
		

2017

Total non-interest income 		

Non-interest expense:
Salaries and employee benefits 		
Occupancy and equipment 		
Professional fees 			
(Gain) loss on sale of other real estate owned		
		 FDIC assessments 				
		 Other expenses 				

5,067 		
6,709 		
4,207 		
1,592 		
5,143

5,358
6,377
4,032
1,600
2,937

22,718

20,304

33,528 		
7,459 		
6,268 		
(1,574)		
745 		
13,673 		

34,029
6,932
5,998
––
935
11,586

			

Total non-interest expense 			

60,099 		59,480

			

Income before provision for income taxes 			

43,571 		

34,669

24,063

13,167

Provision for income taxes		

Net income 		
Basic and diluted earnings per common share

$
$

19,508
11.38

$
$

21,502
12.54
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E XC H A N G E B A N K O F F I C E R S

EXECUTIVE OFFICERS

Gary Hartwick
President and Chief Executive Officer
Greg Jahn
EVP and Chief Financial Officer
Mark Crawford
EVP and Chief Credit Officer
Howard Daulton
SVP and Corporate and Business
Development Manager
Ann Hudson
SVP Retail Banking
ACCOUNTING

Shauna R. Lorenzen
VP and Controller
Stacy McKee
Accounting Operations Supervisor
APPLICATION SUPPORT

Linda G. Wilson
VP and Application Support Manager
Diane Bogges
AVP and Application Support Analyst
Antonio Becerra
Application Support Analyst
Scott Shusda
Application Support Analyst
BRANCH BANKING

Rolf Nelson
SVP and Retail Delivery Group Manager
Rick Mossi
VP and Regional Sales Manager
Dorothy Rodella
VP and Regional Sales Manager
Beth Ryan
VP and Customer Experience Manager
Barb Myers
AVP and Relationship Banking Wholesaler
Cassandra Zorn
AVP and Retail Operations Officer
Chrissy Nelson
Relationship Banking Wholesaler

Lachele Plaskett
Credit Support Analyst

Aaron Greenhalgh
VP and Bank Operations Manager
Byron D. Webb
VP and Electronic Banking Manager
Denise Bridgman
AVP and Bank Operations Specialist
Nicole Werstler
Central Services Manager
Robert J. Wright
IRA Specialist
COMMERCIAL BANKING

Steve Herron
SVP and Commercial Banking Manager
Jacqueline Christensen
VP and Commercial Loan Officer
Jared Cooley
VP and Commercial Loan Officer
Becky Ettinger
VP and Commercial Loan Officer
Jason Hinde
VP and Commercial Loan Officer
Celia King
Commercial Loan Officer
Todd Zwiaska
Senior Credit Analyst

Terrance Flynn
SVP and Commercial Real Estate
Banking Manager
Douglas Angelo
VP and Real Estate Loan Officer
Jeff Owen
VP and Real Estate Loan Officer
Wynn Spain
VP and Real Estate Loan Officer
Greg Hancock
Commercial Real Estate Underwriter
CONSUMER LOANS

Lori DeCosta
VP and Retail Lending Manager
Patty Brookins
AVP and Consumer Loan Officer

2017 REPORT

EXCHANGE BANK LEASING

Kenneth G. Taylor
VP and Leasing General Manager
Janae Simmons
Broker Relations Officer
Timothy Taylor
Leasing Assistant Manager
FACILITIES AND PURCHASING

Sue Maddigan
AVP and Facilities and Purchasing Manager
HELP DESK

Bren Hanson
Help Desk Manager
HUMAN RESOURCES

Lori Zaret
SVP and Chief Human Resources Officer
Karen Boudrie
AVP and Senior HR Business Partner
Lynda Schaefer
Compensation and Benefits Manager
Randy Ferino
HR Business Partner
LEARNING AND DEVELOPMENT

CONSTRUCTION AND
MORTGAGE LENDING

Paul Garayalde
VP and Business Banking Credit Manager
Joseph Carbonaro
VP and Business Banking Supervisor
Doreen Lorinczi
VP and Business Banking Officer
Antonio G. Uribe
VP and Business Banking Officer
William A. Deedy
AVP and Business Banking Officer
Chad Johnson
Business Banking Officer
Delia McGurk
Credit Support Supervisor

|

Stacy Small
AVP and Customer Care Manager

CENTRAL SERVICES

BUSINESS BANKING
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CUSTOMER CARE CENTER

CREDIT ADMINISTRATION

Ed Gomez
SVP and Senior Credit Officer - Commercial Lending
Justin Hubbs
SVP and Senior Credit Officer - Retail Lending
Glenna D. Davidson
AVP and Commercial Credit Risk Officer
David Winterton
Real Estate Risk Officer

Dawn Warner
VP and Learning and Development Director
Kelly Dibblee
AVP and Learning Business Partner
Erin Williams
AVP and Senior Learning Business Partner
Laura Hastings
Senior Learning Business Partner
LOAN SERVICE CENTER

Carie A. Fletcher
VP and Loan Service Center Manager
Donna Smith
AVP and RE Closing and Disbursement Specialist
MARKETING

Craig Bainbridge
SVP and Product Innovation and Delivery Manager
Carrie L. Brown
VP and Product Manager
Sally J. Traughber
AVP and Marketing Services Manager
Carolyn Cole-Schweizer
Corporate Communications and
Social Media Specialist
MERCHANT SERVICES

Jessica Smith
Merchant Sales Officer

E XC H A N G E B A N K O F F I C E R S

RESIDENTIAL MORTGAGE

Dennis Harter
VP and Residential Mortgage Manager
Kevin Smart
VP and Residential Mortgage Manager
Colleen Oller
VP and Retail Lending Underwriting Manager
Lori Mauchley
AVP and Residential Mortgage Operations Manager
Denise Tait
Residential Loan Underwriter
RISK MANAGEMENT/INTERNAL AUDIT

Nina Qualls-Mendoza
SVP and Risk Management Officer
Randy Hong
VP and Information Security Officer
Cyndi Perez
VP and Deposit Compliance and
Operational Risk Manager
Eileen Berry
AVP and CRA Officer
Andrea Gondola
Internal Auditor
ROSEVILLE COMMERCIAL BANKING

Andrew T. Ware
SVP and Commercial Banking Regional Manager
Jerry Gamboa
VP and Real Estate Loan Officer
Geofry Fong
VP and Commercial Loan Officer
Maxwell Comerford
Commercial Underwriter
SALES AND BUSINESS DEVELOPMENT

Alan Aranha
VP and Regional Business Development Officer
Michael Arendt
VP and Regional Business Development Officer
Joseph Huang
VP and Regional Business Development Officer
Brian Kilkenny
VP and Regional Business Development Officer
Kenn Cunningham
AVP and Sales Officer
SMALL BUSINESS ADMINISTRATION

Joseph Smith
SVP and Small Business Administration Manager
Jim Barnett
VP and Small Business Administration
Business Development Officer
Richard Carlson
VP and Small Business Administration Business
Development Officer
Scott Cisneros
VP and Small Business Administration
Business Development Officer

Scott Huberts
VP and Small Business Administration
Business Development Officer
Richard Strezo
VP and Small Business
Administration Officer
Maryanne Harris
AVP and Small Business Administration
Business Development Officer
Terrie King
AVP and Small Business Administration Officer
SPECIAL ASSETS

Christy Qabazard
VP and Special Assets Manager
Jolie Weldon
Special Assets Officer
TECHNICAL SERVICES

Richard Lewis
SVP and Chief Information Officer
Brian Davidson
VP and Core System Support Manager
Daniel Seletzky
VP and IT Manager
Jane Daniel
AVP and Project Portfolio Manager
Paul Stagnoli
Computer Operations Supervisor
TRUST AND INVESTMENT MANAGEMENT

John Mackey
SVP and Managing Director of Investment
and Fiduciary Services
Diana Angell
VP and Personal Trust Officer
Michael Curley
VP and Investment Officer
Matthew Kelman
VP and Institutional Trust Fiduciary Manager
Susan Linker
VP and Personal Trust Officer
Emily Menjou
VP and Personal Trust Fiduciary Manager
David S. Rapoport
VP and Investment Officer
William Sullivan
VP and Investment Officer
Denise J. Palmer
AVP and Investment Officer
Susan Preston
AVP and Employee Benefit Trust Officer
Toni Elordi
Personal Trust Officer
Andriy Leshshyn
Personal Trust Officer
Renee Pilkenton
Trust Operations & Compliance Manager
Karly Seitzer
Employee Benefit Trust Officer

BRANCH MANAGERS
AND OFFICERS

Santa Rosa Main Office
John Matli
VP and Branch Manager
Bennett Valley
Yvette D. Carre
Branch Manager
Cloverdale
Ramiro Rodriguez
Branch Manager
Coddingtown
Stephen R. Schofield
VP and Branch Manager
College
Carrie Winn
Branch Manager
Cotati
Jessica Hidalgo
Branch Manager
Dutton
Carmen R. Garcia
VP and Branch Manager
Healdsburg
Patti Mannatt
VP and Branch Manager
Larkfield
Laura Buhrer
VP and Branch Manager
Petaluma East
Edie M. Cheda
VP and Branch Manager
Petaluma Main
Rick Gorman
VP and Branch Manager
Reinking
Terry Fassold
VP and Branch Manager
Amy Bravin
Retail Service Manager
Rohnert Park
Cherie Chipman
VP and Branch Manager
Sebastopol
Dave McLennon
VP and Branch Manager
Sonoma
Britt Cooper
VP and Branch Manager
St. Francis
Dana O’Halloran
VP and Branch Manager
Stony Point
Veronica Rincon
VP and Branch Manager
Windsor
Jim Curry
VP and Branch Manager
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Invested In Our Community
Since 1890, one of the legacy core values at
Exchange Bank has been our commitment to our
local community. We maintain this commitment
both collectively as an organization and individually
in our personal contributions.
Exchange Bank is extremely proud to have served
our community for 127 years. Our board members,
executives and our employees continually serve the

community by providing countless hours of
volunteer time and monetary support.
Local Economic Impact
• 408 employees = Countless hours of volunteerism
• Exchange Bank annually donates over $600,000,
benefiting over 300 local non-profits and
service organizations

United Way – Day of Caring and Annual Fundraising | Santa Rosa Community Health Centers
Social Advocates for Youth (SAY) | Volunteer Center of Sonoma County – Human Race
The Petaluma Educational Foundation | American Cancer Society – Relay for Life
American Heart Association – Go Red Day | Redwood Empire Food Bank | Legal Aid of Sonoma County
Leukemia and Lymphoma Society – Light the Night | Exchange Bank Annual Golf Tournament
And many more.
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Mission Statement
From generation to generation,
we invest in people, business and community
to build a strong future.

Celebrating 2017 Exchange Bank Accolades
We work hard to be a successful, principled, community involved financial institution
that serves its customers and communities. We are proud of the accolades
and recognition we have received this past year.

Exchange Bank is a 12-time winner of the North Bay Business Journal’s
North Bay Best Places to Work and one of the Healthiest Companies in the North Bay.
Voted Best Consumer Bank by the readers of the North Bay Biz Magazine.
Best Bank by the readers of the Press Democrat, Sonoma Index Tribune and the Argus Courier.
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exchangebank.com

Equal Opportunity Employer
NMLS# 643948

