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OUR FELLOW SHAREHOLDERS,

PAUL S. DOHERTY III 
Chairman

MATTHEW R. CARCICH 
President & Chief Executive Officer

It continues to be our pleasure to report on the financial performance of Freedom Bancorp, as we provide our fellow 
shareholders with the 2021 Annual Report. This was truly a banner year for Freedom. We witnessed strong, steady 
growth and reached record levels of profitability. All this while maintaining pristine asset quality in our loan portfolio, 
which has been a hallmark of the Bank.

Listed below are some of the key financial performance measures for the year of 2021:

 

Freedom’s continued commitment to the community was evident as we worked with hundreds of businesses and 
consumers to help them weather the negative social and economic impacts caused by the COVID-19 pandemic. 
Providing loans and lines of credit to our local business owners, as well as assisting these entrepreneurs with 
the forgiveness of their PPP loans, solidified our relationships with our clients and enhanced our already strong 
relationship in our communities.

Recently we also completed a stock buy-back program under which the Bank repurchased 50,000 shares. Our Board 
remains committed to ensuring that the Bank is well-capitalized, while at the same time remaining cognizant of the 
fact that certain shareholders may desire to sell their shares from time-to-time.

We have entered 2022 with continued optimism and pride. The Freedom Bank name continues to stand for quality, 
service, and community development. With a strong loan pipeline, fully integrated branch network, and the 
healthiest of loan portfolios, we expect 2022 to be another year of strong growth and profitability.

Please join us at the Annual Shareholders Meeting on April 28, 2022, at 6pm at the Bacari Grill in the Township of 
Washington. We are excited to discuss our ongoing technological initiatives and growth strategies for 2022 and 
beyond. We will once again be conducting this meeting in a hybrid format so those who would prefer to attend 
remotely may participate in the meeting.

 • Net income increased $3.24 million to $6.50 million 
reflecting an increase of over 99% from 2020.

 • Total assets grew over $69 million ending 2021  
at $610 million.

 • Total loans ended the year at $510.55 million or an 
increase of over $27.2 million for the 12-month period.

 • The delinquency in the Loan Portfolio decreased 
from 1.31% in 2020 to 0.230% at the end of 2021.

 • Book value increased $2.17 to $22.91, representing 
a 10.5% increase.

 • Stockholders Equity increased by $8.53 million 
during the year, ending at $48.93 million as of 12/31/21.
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BALANCE SHEET

NET INCOME

12/2019 12/2020 12/2021

The balance sheet below highlights our Assets, 
Loans and Deposits from 2019, 2020 and 2021

The chart below shows our net income for 
the years ended 12/2019, 12/2020 and 12/2021
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DELINQUENCY RATIO
The chart below depicts our delinquency ratio of loans which are contractually 

30 days delinquent or more. The chart reflects 12/2019, 12/2020 and 12/2021
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STOCKHOLDERS’ EQUITY
This chart below shows our Stockholders’ 
Equity from 12/2019, 12/2020 and 12/2021
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Independent Auditor’s Report 
  
Board of Directors 
Freedom Bancorp, Inc. 
   
Opinion 
We have audited the consolidated financial statements of Freedom Bancorp, Inc. and its 
subsidiaries (the Company), which comprise the consolidated balance sheets as of December 31, 
2021 and 2020, the related consolidated statements of net income, comprehensive income, 
changes in shareholders’ equity, and cash flows for the years then ended, and the related notes to 
the consolidated financial statements (collectively, the financial statements). 
  
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as of December 31, 2021 and 2020, and the results of their 
operations and their cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
  
Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America (GAAS). Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are 
required to be independent of the Company and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audits. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
  
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and 
for the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due 
to fraud or error. 
  
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the 
Company’s ability to continue as a going concern within one year after the date that the financial 
statements are issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance but is not 
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with 
GAAS will always detect a material misstatement when it exists. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one resulting from error, as fraud 
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user 
based on the financial statements. 
  
In performing an audit in accordance with GAAS, we: 
  

 Exercise professional judgment and maintain professional skepticism throughout the 
audit. 

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

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Company’s internal control. 
Accordingly, no such opinion is expressed. 

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

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

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

 
Boston, Massachusetts 
February 21, 2022 
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Freedom Bancorp, Inc. and Subsidiaries 

Consolidated Balance Sheets 

 
 

The accompanying notes are an integral part of these consolidated financial statements.  

2021 2020

share data)

Cash and due from banks 2,954$       3,307$       
Federal funds sold and interest earning deposits 56,937       33,400       
    Cash and cash equivalents 59,891       36,707       
Certificates of deposit with banks 18              562            
Securities available for sale, at fair value 131            157            
Securities held to maturity (fair value of $28,455 in 2021
   and $8,451 in 2020) 28,623       8,435         
Loans, net of allowance for loan losses of $5,702
    in 2021 and $5,237 in 2020 503,297     476,557     
Premises and equipment, net 1,899         2,308         
Accrued interest receivable 3,371         3,571         
Restricted equity securities 2,083         2,180         
Deferred income taxes 1,648         1,402         
Bank-owned life insurance 8,658         8,440         
Other assets 432            384            

610,051$   540,703$   

Deposits:
   Non-interest bearing 79,940$     66,327$     
   Interest bearing 435,268     384,268     
                      Total deposits 515,208     450,595     

Borrowings 31,351       35,789       
Subordinated debentures 12,000       12,000       
Accrued interest payable 364            419            
Other liabilities 2,195         1,500         
                      Total liabilities 561,118     500,303     

Shareholders' equity:
    Common stock, par value $5 per share; 5,000,000 shares
       authorized; shares issued (2021- 2,282,306; 2020 - 2,043,976);
       shares outstanding (2021 - 2,136,291; 2020 - 1,947,961) 11,412       10,220       
    Additional paid-in capital - common stock 13,298       11,457       
    Treasury stock, at cost (2021 - 146,015; 2020 - 96,015 shares) (2,437)       (1,437)       
    Retained earnings 26,657       20,156       
    Accumulated other comprehensive income 3                4                
                      Total shareholders' equity 48,933       40,400       

610,051$   540,703$   

Liabilities and Shareholders' Equity

(In thousands, except 

December 31, 

Assets
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Freedom Bancorp, Inc. and Subsidiaries

Consolidated Statements of Net Income 

The accompanying notes are an integral part of these consolidated financial statements. 

2021 2020

Interest and dividend income:
 Loans, including fees 24,529$      22,395$   
 Securities 173  186  
 Interest-bearing deposits and other 10  38  
 Federal funds sold 77  156  

 Total interest and dividend income 24,789  22,775  

Interest expense:
 Deposits 3,042  6,232  
 Borrowings 1,441  1,521  

 Total interest expense 4,483  7,753  

Net interest income 20,306  15,022  
Provision for loan losses 450  300  

Net interest income, after provision for loan losses 19,856  14,722  

Non-interest income:
 Service charges and fees 555  410  
 Gain on sale of loans - 7 
 Bank-owned life insurance 218  190 

 Total non-interest income 773  607  

Non-interest expenses:
 Salaries and employee benefits 6,377  5,820  
 Occupancy and equipment 1,545  1,601  
 Professional fees 1,099  898  
 Data processing 934  850  
 Advertising and promotion 317  306  
 Other 1,438  1,396  

      Total non-interest expenses 11,710  10,871  

Income before income taxes 8,919  4,458  

Provision for income taxes 2,418  1,205  

Net income 6,501$   3,253$   

(In thousands)

Years Ended December 31, 
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Freedom Bancorp, Inc. and Subsidiaries 

Consolidated Statements of Comprehensive Income 

The accompanying notes are an integral part of these consolidated financial statements. 

2021 2020

Net income 6,501$       3,253$   

Other comprehensive loss:
Unrealized losses on securities available for sale (2) - 
Tax effects 1 -                

 Total other comprehensive loss (1) - 

 Comprehensive income 6,500$       3,253$   

(In thousands)

Years Ended December 31, 
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Freedom Bancorp, Inc. and Subsidiaries 

Consolidated Statements of Cash Flows 

 
 

 
 

(continued) 

The accompanying notes are an integral part of these consolidated financial statements.  

2021 2020

Cash flows from operating activities:
    Net income 6,501$       3,253$       
    Adjustments to reconcile net income to net cash
        provided by operating activities:
            Provision for loan losses 450            300            
            Depreciation and amortization expense 624            669            
            Securities accretion, net (1)              -                
            Accretion of deferred loan costs (1,306)       (725)          
            Deferred income taxes (247)          (330)          
            Stock-based compensation expense 174            174            
            Increase in cash surrender value of bank-owned
                life insurance (218)          (190)          
            Decrease (increase) in accrued interest receivable 200            (1,892)       
            (Increase) decrease in prepaid expenses and other (48)            1,291         
            Decrease in accrued interest payable (55)            (530)          
            Increase (decrease) in other liabilities 695            (586)          
                     Net cash provided by operating activities 6,769         1,434         

Cash flows from investing activities:
 Decrease in certificates of deposits with banks 544            200            

    Purchases of securities held to maturity (65,472)     (13,200)     
    Proceeds from maturities, calls and principal
         repayments of securities 45,311       6,100         
    Purchases of restricted equity securities (103)          (690)          
    Redemption of restricted equity securities 200            248            
    Net increase in loans (25,884)     (72,447)     
    Purchases of premises and equipment (215)          (1,396)       
                  Net cash used in investing activities (45,619)     (81,185)     

(In thousands)

Years Ended December 31, 
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Freedom Bancorp, Inc. and Subsidiaries 

Consolidated Statements of Cash Flows (Concluded) 

The accompanying notes are an integral part of these consolidated financial statements. 

2021 2020

Cash flows from financing activities:
 Repurchase of common stock (1,000)  (721)  
 Proceeds from redemption of warrants 2,859  245  
 Net increase in deposits 64,613  60,644  
 Proceeds of FHLB borrowings - 14,500 
 Repayment of FHLB borrowings (4,438)  (5,517) 

 Net cash provided by financing activities 62,034  69,151  

Net change in cash and cash equivalents 23,184  (10,600)  

Cash and cash equivalents at beginning of year 36,707  47,307  

Cash and cash equivalents at end of year 59,891$   36,707$     

Supplemental cash flow information:
 Cash paid during the year for:

 Interest 4,538$   8,283$       
 Income taxes 2,450$   1,851$       

(In thousands)

Years Ended December 31, 
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Freedom Bancorp, Inc. and Subsidiaries 

Notes to Consolidated Financial Statements 

Years Ended December 31, 2021 and 2020 

1.   SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 Organization and Nature of Operations 

Effective September 30, 2016, the shareholders of Freedom Bank (the “Bank”) approved a 
corporate reorganization pursuant to which a holding company, Freedom Bancorp, Inc. (the 
“Company”) became the sole stockholder of the Bank. Each outstanding share of the common 
stock of the Bank was exchanged for one share of common stock of the Company. After 
consummation, all of the stockholders of the Bank became stockholders of Freedom Bancorp, Inc. 
The Company is subject to the regulations of the Federal Reserve Bank of New York. The 
business of the Company is the ownership and operation of the Bank. 

The Bank is a commercial bank that commenced operations on April 17, 2008. The Bank is 
regulated by the New Jersey Department of Banking and Insurance (“NJDOBI”) and insured by 
the Federal Deposit Insurance Corporation. The Bank maintains its administrative offices in 
Maywood, New Jersey. The primary areas served by the Bank are the counties of Bergen and 
Hudson, both of which are located in northern New Jersey. 

Freedom Investment Company, Inc. (“FIC”) was formed in 2014. FIC was incorporated in New 
Jersey as a wholly-owned subsidiary of the Bank. FIC’s primary activity is the ownership and 
operation of Freedom Asset Holdings 2, Inc. (“FAH2”), a Delaware corporation. FAH2 is 100% 
owner of Freedom Real Estate Holding, Inc. (“REIT”), a New Jersey corporation.  FIC owns 
100% of the common stock of FAH2.  

The accounting and financial reporting policies of the Company and Bank conform to accounting 
principles generally accepted in the United States of America (“GAAP”) and to general practices 
within the banking industry. The policies that materially affect the determination of financial 
position, results of operations and cash flows are summarized below. 

 Principles of Consolidation 

The consolidated financial statements include the accounts of the Company and its wholly-
owned or controlled subsidiaries, the Bank, FIC, FAH2 and the REIT. All significant 
intercompany balances and transactions have been eliminated in consolidation. 
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Freedom Bancorp, Inc. and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Use of Estimates 

In preparing the consolidated financial statements in conformity with GAAP, management is 
required to make estimates and assumptions that affect the reported amounts of assets and 
liabilities as of the date of the consolidated financial statements and reported amounts of revenues 
and expenses during the reporting period.  Actual results could differ from those estimates.  
Material estimates that are particularly susceptible to significant change in the near term relate to 
the determination of the adequacy of the allowance for loan losses and realization of deferred tax 
assets. 

While management uses available information to recognize allowance for losses on loans, future 
additions to the allowance may be necessary based on changes in the economic conditions of the 
Bank’s market area. In addition, various regulatory agencies, as an integral part of their 
examination process, periodically review the Bank’s allowance for losses on loans. Such agencies 
may require the Bank to recognize additions to the allowance based on their judgments of 
information available to them at the time of their examination. 

Significant Group Concentrations of Credit Risk 

Most of the Company’s lending activities are with customers located within northern New Jersey. 
The Company does not have any significant concentrations to any one industry or customer.    

Cash and Cash Equivalents 

For purposes of the consolidated statement of cash flows, cash and cash equivalents include cash 
and amounts due from banks and federal funds sold, all of which mature within ninety days.   
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Freedom Bancorp, Inc. and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Fair Value Hierarchy  

The Company groups its assets and liabilities measured at fair value in three levels, based on the 
markets in which the assets and liabilities are traded and the reliability of the assumptions used to 
determine fair value.  

Level 1 – Valuation is based on quoted prices in active markets for identical assets or liabilities.  
Valuations are obtained from readily available pricing sources for market transactions involving 
identical assets or liabilities.  

Level 2 – Valuation is based on observable inputs other than Level 1 prices, such as quoted prices 
for similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are 
observable or can be corroborated by observable market data for substantially the full term of the 
assets or liabilities.    

Level 3 – Valuation is based on unobservable inputs that are supported by little or no market 
activity and that are significant to the fair value of the assets or liabilities.  Level 3 assets and 
liabilities include financial instruments whose value is determined using unobservable inputs to 
pricing models, discounted cash flow methodologies, or similar techniques, as well as instruments 
for which the determination of fair value requires significant management judgment or estimation.    

Securities 

Investment securities are classified as “available for sale” or “held to maturity” at the date of 
purchase. The Bank does not hold trading securities. 

Investment securities that are held for indefinite periods of time but not necessarily to maturity, 
including securities that are used as part of the Bank’s asset/liability management strategy and 
possibly sold in response to changes in interest rates, prepayments and similar factors are 
classified as “available for sale.” These securities are carried at fair value, with any temporary 
unrealized holding gains and losses reported, net of related income tax effect, in a separate equity 
component of accumulated other comprehensive income. 

Investment securities that the Bank has the intent and ability to hold to maturity, considering all 
reasonably foreseeable events or conditions, are classified as “held to maturity.” These securities 
are carried at cost adjusted for amortization of premiums and accretion of discounts. 
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Freedom Bancorp, Inc. and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Securities (concluded) 

Purchase discounts are recognized in interest income using the interest method over the terms of 
the securities.  Purchase premiums are recognized in interest income using the interest method 
through the earliest call date.  Gains and losses on the sale of securities are recorded on the trade 
date and are determined using the specific identification method. For the years ended December 
31, 2021 and 2020, the Bank had no realized gains or losses. 

Declines in the fair value of securities below their cost that are deemed to be other than temporary 
are separated into (a) the amount of the total other-than-temporary impairment related to a 
decrease in cash flows expected to be collected from the debt security (the credit loss) and (b) the 
amount of the total other-than-temporary impairment related to all other factors. The amount of 
the total other-than-temporary impairment related to the credit loss is recognized in earnings. The 
amount of the total other-than-temporary impairment related to all other factors is recognized in 
other comprehensive income (loss). Factors affecting the determination of whether an other-than-
temporary impairment has occurred include a downgrading of the security by a rating agency, a 
significant deterioration in the financial condition of the issuer, or a conclusion that management 
would not have the intent and ability to hold a security for a period of time sufficient to allow for 
any anticipated recovery in fair value. There were no other-than-temporary impairment charges on 
available for sale or held to maturity securities during 2021 or 2020. 

Restricted Equity Securities 

The Bank holds restricted equity investments in Atlantic Community Bankers’ Bank (“ACBB”), 
Connecticut On-Line Computer Center, Inc. (“COCC”) and in the Federal Home Loan Bank of 
New York (“FHLB”).  Based on redemption provisions, the investments have no quoted market 
values and are carried at cost.  The Bank reviews for impairment based on the ultimate 
recoverability of the cost basis in the investments.  As of December 31, 2021 and 2020, no 
impairment has been recognized.   

Loans 

Loans receivable that management has the intent and the Bank has the ability to hold for the 
foreseeable future or until maturity or payoff are stated at their outstanding unpaid principal 
balances, net of an allowance for loan losses and any deferred fees or costs. Interest income is 
accrued on the unpaid principal balance. Loan origination fees, net of certain direct origination 
costs, are deferred and recognized as an adjustment of the yield of the related loans using the 
interest method. 

Commercial loans consist of the following classes: construction, commercial and industrial loans 
and commercial real estate loans. Consumer loans consist of the following classes: residential first 
mortgage loans, home equity loans and consumer loans. 
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Notes to Consolidated Financial Statements (Continued) 

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Loans (concluded) 

The accrual of interest is discontinued when the contractual payment of principal or interest 
becomes 90 days past due or when management has serious doubts about further collectability of 
principal or interest, even though the loan is currently performing.  Past due status is based on the 
contractual terms of the loan.  A loan may remain on accrual status if it is in the process of 
collection and is either guaranteed or well secured. When a loan is placed on nonaccrual status, 
unpaid interest credited to income is reversed and charged to earnings. Interest received on 
nonaccrual loans is generally either applied against principal or reported as interest income, 
according to management’s judgment as to the collectability of principal. Generally, loans are 
restored to accrual status when the obligation is brought current, has performed in accordance with 
the contractual terms for a reasonable period of time (at least six months) and the ultimate 
collectability of the total contractual principal and interest is no longer in doubt. 

 Allowance for Loan Losses 

The allowance for loan losses is established as losses are estimated to have occurred through a 
provision for loan losses charged to earnings.  Loan losses are charged against the allowance when 
management believes the uncollectibility of a loan balance is confirmed.  Subsequent recoveries, if 
any, are credited to the allowance.  

The allowance for loan losses is evaluated on a regular basis by management.  This evaluation is 
inherently subjective, as it requires estimates that are susceptible to significant revision as more 
information becomes available.  The allowance consists of general, allocated and unallocated 
components, as further described below. 

General component 

The general component of the allowance for loan losses is based on historical loss experience 
adjusted for qualitative factors. The general component is stratified by the following loan 
segments: construction, commercial real estate, residential real estate, multi-family, commercial 
and industrial and consumer.  The Company currently determines its provision for loan losses 
using a combination of its own historical loss experience combined with known factors and 
circumstances about its existing loan portfolio. This historical loss factor is adjusted for the 
following qualitative factors: levels/trends in delinquencies and nonaccrual loans; trends in 
volume and terms of loans; effects of changes in credit policies, procedures and practices; 
experience/ability/depth of lending management and staff; national and local economic trends and 
conditions; changes in the quality of the loan review system; changes in the value of underlying 
collateral; and concentrations of credit.  The Company further disaggregated its qualitative factor 
analysis by loan type during 2021.  There were no other changes in the Company’s policies or 
methodology pertaining to the general component of the allowance for loan losses during 2021.   
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Notes to Consolidated Financial Statements (Continued) 

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 Allowance for Loan Losses (continued) 

General component (continued) 

For all of its loan segments discussed below, management adheres to a credit policy designed to 
minimize credit risk while generating the maximum income given the level of risk. Management 
reviews and approves these policies and procedures on a regular basis with subsequent approval 
by the Board of Directors annually. A reporting system supplements the review process by 
providing management with frequent reports concerning loan production, loan quality, 
concentrations of credit, loan delinquencies, non-performing, and potential problem loans. Loan 
portfolio diversification is an important factor utilized by management to manage its risk across 
business sectors and through cyclical economic circumstances. 

The qualitative factors are determined based on the various risk characteristics of each loan 
segment. Risk characteristics relevant to each portfolio segment are as follows: 

Commercial real estate loans are secured primarily by commercial retail space and office buildings 
and are subject to underwriting standards and processes similar to commercial and industrial 
loans. These loans are viewed primarily as cash flow loans and secondarily as loans secured by 
real property. These types of loans generally involve larger principal balances and longer 
repayment periods as compared to commercial and industrial loans. The repayment of most 
commercial real estate loans is dependent upon the cash flow generated from the property securing 
the loan or the business that occupies the property. Commercial real estate loans may be more 
adversely affected by conditions in the real estate markets or in the general economy and, 
accordingly, conservative loan to value ratios based on independent appraisals are required at 
origination, as well as stress testing to evaluate the impact of market changes relating to key 
underwriting elements. The properties securing the commercial real estate portfolio represent 
diverse types, with most properties located within the Bank’s primary markets. 

With respect to construction loans to developers and builders, the Bank originates and manages 
commercial and residential construction loans primarily structured on a non-revolving basis, 
depending on  the  nature of  the  underlying development project. These loans are generally 
secured by the real estate to be developed and may also be secured by additional real estate to 
mitigate the risk. Non-revolving construction loans often involve the disbursement of substantially 
all committed funds with repayment substantially dependent on the successful completion and 
sale, or lease, of the project. Sources of repayment for these types of loans may be from 
conversion to permanent loans extended by the Bank, sales of developed property, or permanent 
financing obtained elsewhere. Revolving construction loans (generally relating to single family 
residential construction)  

  



15 

Freedom Bancorp, Inc. and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 Allowance for Loan Losses (continued) 

General component (concluded) 

are controlled with loan advances and are generally dependent upon the sale of the commercial or 
residential housing units financed. These loans are closely monitored by on-site inspections and 
are considered to have higher risks than other real estate loans because their ultimate repayment is 
sensitive to interest rate changes, governmental regulation of real property, general economic 
conditions and the availability of long-term financing. 

The Bank’s commercial and industrial loan portfolio is granted to customers of proven ability, 
strong repayment performance, and high character. Underwriting standards are designed to assess 
the borrower’s ability to generate recurring cash flow sufficient to meet the debt service 
requirements of loans granted. While such recurring cash flow serves as the primary source of 
repayment, a significant number of the loans are collateralized by borrower assets intended to 
serve as a secondary source of repayment should the need arise. Such collateralized assets may 
include inventory, machinery and equipment, receivables and real estate. Anticipated cash flows 
of borrowers, however, may not be as expected and the collateral securing these loans may 
fluctuate in value. Short-term loans may be made on an unsecured basis based on a borrower’s 
financial strength and past performance. The Bank, in most cases, will obtain the personal 
guarantee of the borrower’s principals to mitigate the risk.  This segment of the loan portfolio 
includes loans issued under the United States Small Business Administration’s (“SBA”) Paycheck 
Protection Program (“PPP”).  These loans are guaranteed and are not allocated a general reserve 
because the Bank has not experienced losses on such loans and management expects the 
guarantees will be effective. 

The Bank’s consumer loans portfolio consists primarily of residential first mortgage loans, secured 
by 1 to 4 family and multi-family residential properties, and home equity loans and lines of credit. 
These loans are secured by first or second liens on either owner-occupied or investment residential 
properties. These loans can be affected by economic conditions and the value of the underlying 
properties. The risk is considered relatively low as the Bank maintains conservative underwriting 
standards and does not have sub-prime loans in its loan portfolio. The consumer loan portfolio 
also includes smaller exposure (less than 1% of total loans at December 31, 2021) to unsecured 
and non-real estate secured personal loans. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Allowance for Loan Losses (concluded) 

Allocated component  

The allocated component relates to loans that are classified as impaired.  Based on internal credit 
ratings, commercial and industrial, commercial real estate and construction loans exceeding 
certain dollar amounts are evaluated for impairment on a loan-by-loan basis.  Impairment is 
measured by either the present value of expected future cash flows discounted at the loan’s 
effective interest rate or the fair value of the collateral if the loan is collateral dependent.  An 
allowance is established when the discounted cash flows (or collateral value) of the impaired loan 
is lower than the carrying value of that loan.  Large groups of smaller balance homogeneous loans 
are collectively evaluated for impairment.  Accordingly, the Bank does not separately identify 
individual consumer and residential real estate loans for impairment disclosures, unless such loans 
are subject to a troubled debt restructuring (“TDR”) agreement.  

A loan is considered impaired when, based on current information and events, it is probable that 
the Bank will be unable to collect the scheduled payments of principal or interest when due 
according to the contractual terms of the loan agreement.  Factors considered by management in 
determining impairment include payment status, collateral value, and the probability of collecting 
scheduled principal and interest payments when due.  Loans that experience insignificant payment 
delays and payment shortfalls generally are not classified as impaired.  Management determines 
the significance of payment delays and payment shortfalls on a case-by-case basis, taking into 
consideration all of the circumstances surrounding the loan and the borrower, including the length 
of the delay, the reasons for the delay, the borrower’s prior payment record, and the amount of the 
shortfall in relation to the principal and interest owed.    

The Bank periodically may agree to modify the contractual terms of loans.  When a loan is 
modified and a concession is made to a borrower experiencing financial difficulty, the 
modification is considered a TDR.  All TDRs are classified as impaired.    

Unallocated component 

An unallocated component is maintained to cover uncertainties that could affect management’s 
estimate of probable losses.  The unallocated component of the allowance reflects the margin of 
imprecision inherent in the underlying assumptions used in the methodologies for estimating 
allocated and general reserves in the portfolio. 
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 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 Interest Rate Risk  

The Bank is principally engaged in the business of attracting deposits from the general public and 
using those deposits, together with other borrowed funds, to make commercial, real estate and 
consumer loans, and to invest in overnight and term investment securities. Inherent in such 
activities is the potential for the Bank to assume interest rate risk that results from differences in 
the maturities and repricing characteristics of assets and liabilities. For this reason, management 
regularly monitors the level of interest rate risk and the potential impact on net income. 

 Premises and Equipment 

Premises and equipment are stated at cost less accumulated depreciation and amortization. 
Depreciation is recorded utilizing the straight-line method over the estimated useful lives of leased 
bank premises and equipment, generally 3 to 10 years. Leasehold improvements are amortized 
over the lesser of their useful lives or the lease term, generally 10 to 15 years. Maintenance and 
repairs are charged to expense as incurred. 

 Bank-Owned Life Insurance 

The Bank invests in bank-owned life insurance (“BOLI”) as a source of funding for employee 
benefit expenses. BOLI involves the purchase of life insurance by the Bank on a chosen group of 
employees and directors. The Bank is the owner and beneficiary of the policies. BOLI policies are 
reflected on the consolidated balance sheets at cash surrender value. The changes in the net cash 
surrender value, as well as insurance proceeds received in excess of cash surrender value, are 
reflected in non-interest income in the consolidated statements of net income and are not subject to 
income taxes. 

Transfers of Financial Assets  

Transfers of an entire financial asset, a group of entire financial assets, or a participating interest in 
an entire financial asset are accounted for as sales when control over the assets has been 
surrendered.  Control over transferred assets is deemed to be surrendered when (1) the assets have 
been isolated from the Company, (2) the transferee obtains the right to pledge or exchange the 
transferred assets, and (3) the Company does not maintain effective control over the transferred 
assets. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Transfers of Financial Assets (concluded) 

During the normal course of business, the Company may transfer a portion of a financial asset, for 
example, a participation loan or the government guaranteed portion of a loan.  In order to be 
eligible for sales treatment, the transfer of the portion of the loan must meet the criteria of a 
participating interest.  If it does not meet the criteria of a participating interest, the transfer must be 
accounted for as a secured borrowing.  In order to meet the criteria for a participating interest, all 
cash flows from the loan must be divided proportionately, the rights of each loan holder must have 
the same priority, the loan holders must have no recourse to the transferor other than standard 
representations and warranties and no loan holder has the right to pledge or exchange the entire 
loan. 

Income Taxes 

Deferred income tax assets and liabilities are determined using the liability (or balance sheet) 
method.  Under this method, the net deferred tax asset or liability is determined based on the tax 
effects of the temporary differences between the book and tax bases of the various balance sheet 
assets and liabilities and gives current recognition to changes in tax rates and laws in the period of 
enactment.  A valuation allowance is established against deferred tax assets when, based upon the 
available evidence including historical and projected taxable income, it is more likely than not that 
some or all of the deferred tax assets will not be realized.    

The Bank records interest and penalties as part of income tax expense. No interest or penalties 
were recorded for the years ended December 31, 2021 and 2020. 

Advertising Costs 

Advertising costs are expensed as incurred. 

Comprehensive Income 

Accounting principles generally require that recognized revenue, expenses, gains and losses be 
included in net income.  Although certain changes in assets and liabilities, such as unrealized gains 
and losses on available for sale securities, are reported as a separate component of the equity 
section of the consolidated balance sheets. Such items, along with net income, are components of 
comprehensive income. 

Treasury Stock 

Common stock shares repurchased are recorded as treasury stock at cost. 
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 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)  

Off-balance Sheet Financial Instruments 

In the ordinary course of business, the Bank has entered into off-balance sheet financial 
instruments consisting of commitments to extend credit and letters of credit. Such financial 
instruments are recorded in the consolidated balance sheets when they are funded (see Note 12). 

Recent Accounting Pronouncements 

In February 2016, the Financial Accounting Standard Board (“FASB”) issued Accounting 
Standards Update (“ASU”) 2016-02, Leases (Topic 842).  The amendments in this Update require 
that lessees recognize the following for all leases (with the exception of short-term leases) at the 
commencement date: (a) a lease liability, which is a lessee’s obligation to make lease payments 
arising from a lease, measured on a discounted basis; and (b) a right-of-use asset, which is an asset 
that represents the lessee’s right to use, or control the use of, a specified asset for the lease term. 
The amendments are effective for fiscal years beginning after December 15, 2021.  Early 
application is permitted.  As of December 31, 2021, the Company had future minimum lease 
payments of $1,602,000, all under operating lease agreements based on current guidance.  The 
Company’s assets and liabilities will increase based upon the present value of the future minimum 
lease payments as of the date of adoption. 

In June 2016, the FASB issued ASU 2016-13, Financial Instruments —Credit Losses (Topic 326): 
Measurement of Credit Losses on Financial Instruments. Among other things, these amendments 
require the measurement of all expected credit losses for financial assets held at the reporting date 
based on historical experience, current conditions, and reasonable and supportable forecasts.  This 
ASU is effective for fiscal years beginning after December 15, 2022, including interim periods 
within those fiscal years. The Company is currently evaluating the impact this Update will have on 
its consolidated financial statements.    



20 

Freedom Bancorp, Inc. and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

2. SECURITIES

The amortized cost and fair values of securities, with gross unrealized gains and losses, follows: 

The contractual maturity of securities at December 31, 2021 at their amortized cost and fair value is 
shown below.  Expected maturities will differ from contractual maturities because issuers in certain 
instances have the right to call or prepay obligations with or without call or prepayment penalties. 

Gross Gross
Amortized Unrealized Unrealized

Cost Gains Losses Fair Value

December 31, 2021
Available for sale:

 Mortgage-backed securities 127$   4$   -$  131$   
127$  4$  -$  131$   

Held-to-maturity:
 U.S. government agency securities 5,000$   -$  (127)$  4,873$   
 U.S. treasury securities 13,600  - (2) 13,598 
 Collateralized mortgage-backed securities 9 - - 9  
 Mortgage-backed securities 10,014 - (39) 9,975  

28,623$   -$  (168)$  28,455$ 

December 31, 2020
Available for sale:

 Mortgage-backed securities 151$   6$   -$  157$   
151$  6$  -$  157$   

Held-to-maturity:
 U.S. government agency securities 7,000$   10$   -$  7,010$   
 U.S. treasury securities 1,300  -  -  1,300  
 Collateralized mortgage-backed securities 11 -  -  11  
 Mortgage-backed securities 124 6 - 130 

8,435$  16$  -$  8,451$   

(In thousands)

Amortized Amortized
Cost Fair Value Cost Fair Value

Due in one year or less -$  -$  13,400$ 13,398$ 
Due in one to five years 7 7  3,200  3,144  
Due from five to ten years - -  2,000  1,929  
Due in ten years or later 120  124  10,023  9,984  

127$      131$   28,623$ 28,455$ 

Available for Sale Held to Maturity

(In thousands)
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SECURITIES (concluded) 

There were no sales of securities during the years ended December 31, 2021 or 2020. 

At December 31, 2021 and 2020, investment securities held to maturity having a carrying amount 
of $13,600,000 and $1,300,000, respectively, were pledged to secure public deposits. 

3. LOANS 

Loans at December 31, 2021 and 2020 were as follows: 

         

* Includes $9,245,000 and $16,118,000 of PPP loans at December 31, 2021 and 2020,                                      
respectively 

The Coronavirus Aid, Relief, and Economic Security Act, or CARES Act, was signed into law on 
March 27, 2020, and provided emergency economic relief to individuals and businesses impacted 
by the COVID-19 pandemic. The CARES Act authorized the SBA to temporarily guarantee loans 
under a new 7(a) loan program called the PPP. 

 

 

2021 2020

Construction 35,749$      34,469$      
Commercial real estate 243,508      231,607      
Commercial and industrial * 16,235        23,623        
Residential 1st mortgage - multi-family 81,742        67,073        
Consumer loans:
    Residential 1st mortgage - 1 to 4 family 113,442      107,752      
    Home equity 17,438        16,048        
    Other consumer 2,436          2,740          

             Total consumer loans 133,316      126,540      

             Total loans 510,550      483,312      

Less:
   Allowance for loan losses (5,702)        (5,237)        
   Net deferred loan fees (1,551)        (1,518)        

503,297$    476,557$    

(In thousands)
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LOANS (continued) 

Although the Bank was not already a qualified SBA lender, the Bank enrolled in the PPP 
by completing the required documentation. 

An eligible business could apply for a PPP loan up to the lesser of: (1) 2.5 times its average 
monthly “payroll costs;” or (2) $10.0 million. PPP loans will have: (a) an interest rate of 
1.0%, (b) a two or five-year loan term to maturity; and (c) principal and interest payments 
deferred until the SBA remits the forgiven amount to the Company or 10 months from the 
end of the covered period, as defined. The SBA will guarantee 100% of the PPP loans 
made to eligible borrowers. The entire principal amount of the borrower’s PPP loan, 
including any accrued interest, is eligible to be reduced by the loan forgiveness amount 
under the PPP so long as employee and compensation levels of the business are maintained 
and 60% of the loan proceeds are used for payroll expenses, with the remaining 40% of the 
loan proceeds used for other qualifying expenses. 

Pursuant to Section 4013 of the CARES Act, financial institutions were permitted to 
suspend the requirements under U.S. GAAP related to TDRs for modifications made before 
December 31, 2021 to loans that were current as of December 31, 2019.  With the 
exception of six loans totaling $2.6 million, all loans that had payments suspended under 
the CARES Act are currently paying as agreed.  



23 

Freedom Bancorp, Inc. and Subsidiaries 

Notes to Consolidated Financial Statements (Continued) 

LOANS (continued) 

Disaggregation of Allowance for Loan Losses 

The following is a summary of the changes in the Bank’s allowance for loan losses for the years 
ended December 31, 2021 and 2020: 

 

Residential
Mortgage and

Commercial Commercial Other
Construction Real Estate and Industrial Home Equity Consumer Unallocated Total

Year Ended December 31, 2021

Allowance for loan losses:
Beginning balance 448$           2,547$        87$             177$           1,980$        (2)$              5,237$        
     Provisions 17               128             (33)              4                 193             141             450             
     Charge-offs -                  -                  -                  -                  -                  -                  -                  
     Recoveries -                  -                  15               -                  -                  -                  15               

Ending balance 465$           2,675$        69$             181$           2,173$        139$           5,702$        

Ending balance, individually evaluated and 
    deemed impaired -$                -$                -$                -$                -$                -$                -$                

Ending balance, loans not deemed impaired 465             2,675          69               181             2,173          139             5,702          

465$           2,675$        69$             181$           2,173$        139$           5,702$        

Financing receivables:
Ending balance, individually evaluated and 
    deemed impaired -$                301$           -$                1,001$        1,440$        -$                2,742$        

Ending balance, loans not deemed impaired 35,749        243,207      16,235        16,437        196,180      -                  507,808      

    Total loans 35,749$      243,508$    16,235$      17,438$      197,620$    -$                510,550$    

Residential
Mortgage and

Commercial Commercial Other
Construction Real Estate and Industrial Home Equity Consumer Unallocated Total

Year Ended December 31, 2020

Allowance for loan losses:
Beginning balance 390$           2,351$        210$           187$           1,613$        170$           4,921$        
     Provisions 58               196             (139)            (10)              367             (172)            300             
     Charge-offs -                  -                  -                  -                  -                  -                  -                  
     Recoveries -                  -                  16               -                  -                  -                  16               

Ending balance 448$           2,547$        87$             177$            - 1,980$         - (2)$              5,237$        

Ending balance, individually evaluated and 
    deemed impaired -$                -$                -$                -$                -$                -$                -$                

Ending balance, loans not deemed impaired 448             2,547          87               177             1,980          (2)                5,237          

448$           2,547$        87$             177$           1,980$        (2)$              5,237$        

Financing receivables:
Ending balance, individually evaluated and 
    deemed impaired -$                1,642$        -$                -$                1,327$        -$                2,969$        

Ending balance, loans not deemed impaired 34,469        229,965      23,623        16,048        176,238      -                  480,343      

    Total loans 34,469$      231,607$    23,623$      16,048$      177,565$    -$            483,312$    

(In thousands)

(In thousands)
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LOANS (continued) 

Credit Quality Information 

The Company uses a ten grade internal loan rating system for commercial real estate, construction 
and commercial and industrial loans as follows:  

Loans rated 1 – 5:  Loans in these categories are considered “pass” rated loans with low to average 
risk.  

Loans rated 6: Loans in this category do not have any material weaknesses or delinquencies, but 
are considered “watch” and require a closer overview than “pass” rated loans.  

Loans rated 7: Loans in this category are considered “special mention.”  These loans are starting to 
show signs of potential weakness and are being closely monitored by management.    

Loans rated 8:  Loans in this category are considered “substandard.”  Generally, a loan is 
considered substandard if it is inadequately protected by the current net worth and paying capacity 
of the obligors and/or the collateral pledged.  There is a distinct possibility that the Company will 
sustain some loss if the weakness is not corrected.  

Loans rated 9:  Loans in this category are considered “doubtful.”  Loans classified as doubtful 
have all the weaknesses inherent in those classified substandard with the added characteristic that 
the weaknesses make collection or liquidation in full, on the basis of currently existing facts, 
highly questionable and improbable.  

Loans rated 10:  Loans in this category are considered uncollectible (“loss”) and of such little 
value that their continuance as loans is not warranted. 
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LOANS (continued) 

 Credit Quality Information (concluded) 

The following is a summary of the Bank’s credit risk profile by internally assigned grade at 
December 31, 2021 and 2020: 

 

 

 

 

  

Commercial Commercial and
Construction Real Estate Industrial Total

Pass 34,568$      239,347$    16,055$            289,970$  
Watch -                 2,960          65                     3,025        
Special mention 1,181          900             115                   2,196        
Substandard -                 301             -                       301           

          Total 35,749$      243,508$    16,235$            295,492$  

Commercial Commercial and
Construction Real Estate Industrial Total

Pass 31,762$      224,254$    23,410$            279,425$  
Watch 1,632          5,990          154                   7,776        
Special mention 1,075          1,364          58                     2,497        

          Total 34,469$      231,608$    23,622$            289,698$  

December 31, 2021

December 31, 2020

(In thousands)

(In thousands)
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LOANS (concluded) 

Age Analysis of Past Due Loans Receivable 

As of December 31, 2021, there were seven loans totaling $2,742,000 on non-accrual status of 
which three loans totaling $1,163,000 were over 90 days past due.  As of December 31, 2020, 
there were five loans totaling $2,969,000 over 90 days past due and on non-accrual status.   

At December 31, 2021 and 2020, the Bank held no TDR classified loans.  No loans were modified 
as part of a troubled debt restructuring during the years ended December 31, 2021 or 2020. 
Additionally, there were no troubled debt restructurings at December 31, 2021 or 2020 which have 
subsequently defaulted. 

Total
31-60 61-90 Over 90 Past Due Current Total

Construction -$  -$  -$  -$  35,749$    35,749$     
 Commercial real estate 112  - -  112  243,396 243,508  
 Commercial and industrial 40  - -  40  16,195  16,235  
 Home equity -  -  1,001  1,001  16,437  17,438  
 Residential mortgage and other consumer -  -  162  162  197,458  197,620  

152$   -$  1,163$   1,315$    509,235$  510,550$   

Total
31-60 61-90 Over 90 Past Due Current Total

Construction -$  -$  -$  -$  34,469$    34,469$     
 Commercial real estate 835  - 1,642 2,477  229,130 231,607  
 Commercial and industrial -  -  -  -  23,623  23,623  
 Home equity -  -  -  -  16,048  16,048  
 Residential mortgage and other consumer 1,551  875  1,327  3,753  173,812  177,565  

2,386$   875$   2,969$    6,230$    477,082$  483,312$   

December 31, 2021

December 31, 2020

(In thousands)

(In thousands)
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4. TRANSACTIONS WITH RELATED PARTIES 

In the normal course of business, the Bank may make loans to officers and directors, and 
companies in which they have a beneficial ownership (related parties). These loans are made 
under the same terms as those to unrelated parties. 

An analysis of the activity of such related party loans for the years ended December 31, 2021 and 
2020 is as follows: 

 

At December 31, 2021 and 2020, these loans were current as to payment of principal and interest.  

At December 31, 2021 and 2020, deposits from related parties totaled approximately                  
$43,315,000 and $29,305,000, respectively. 

The Bank’s Guttenberg office location was leased for a ten year period that ended May 31, 2021 
from an entity whose ownership includes certain members of the Bank’s Board of Directors. This 
lease was renewed for a five year period ending May 31, 2026.  Payments under this lease during 
both 2021 and 2020 totaled approximately $116,000. Minimum future lease payments at 
December 31, 2021 were approximately $512,000 and are included in the minimum lease 
commitment table in Note 6. 

 

  

2021 2020

Beginning balance 15,898$     15,118$     
    Advances 8,405         3,801         
    Less: repayments (6,704)       (3,021)       

Ending balance 17,599$     15,898$     

(In thousands)
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5. PREMISES AND EQUIPMENT

Bank premises and equipment as of December 31, 2021 and 2020 were as follows:

Depreciation and amortization expense on premises and equipment for the years ended December 
31, 2021 and 2020 was approximately $624,000 and $669,000, respectively. 

6. COMMITMENTS AND CONTINGENCIES

The Bank leases its main office and branch locations. Rent expense for the years ended December
31, 2021 and 2020 was approximately $646,000 and $645,000, respectively. Minimum rent
commitments under non-cancelable operating leases, excluding taxes and insurance, are as
follows, before considering renewal options that generally are present.

Litigation 

The Bank may, in the ordinary course of business, become a party to litigation involving 
collection matters, contract claims and other legal proceedings relating to the conduct of its 
business. Currently, management is not aware of any significant litigation. 

2021 2020

Leasehold improvements 2,960$       3,059$   
Furniture and equipment 968  1,121  
Computer hardware and software 79  183  

4,007  4,363  
Less: accumulated depreciation and amortization (2,108)  (2,055)  

Premises and equipment, net 1,899$       2,308$   

(In thousands)

Year Ending
December 31,

2022 644$   
2023 456  
2024 263  
2025 180  
2026 59  

1,602$   

Amount
(In thousands)
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COMMITMENTS AND CONTINGENCIES (concluded)  

Executive Employment Agreement and Change of Control  

The Bank has entered into an employment agreement with an executive that provides for specified 
annual compensation and certain other benefits, as defined in the agreement, with an original term 
of three years.  Thereafter, the agreements automatically extend for an additional one-year term 
unless the Bank or the executive has given the other party notice within a specified number of 
days prior to the anniversary of the agreement.   Such employment may be terminated for cause, as 
defined, without incurring any continuing obligation.  The agreement also provides for a specified 
lump sum cash payment to the executive upon a change in control of the Bank (as defined in the 
agreement). 

7. DEPOSITS 

Deposits at December 31, 2021 and 2020 were as follows: 

 

The scheduled maturities of certificates of deposit at December 31, 2021 are as follows: 

 

2021 2020

Demand, noninterest bearing 79,940$      66,327$      
Money market and NOW accounts 180,220      116,357      
Savings 114,056      51,655        
                  Total non-certificate accounts 374,216      234,339      

Term certificates of $250,000 or more 42,454        63,853        
Term certificates less than $250,000 98,538        152,403      
                  Total certificate accounts 140,992      216,256      

515,208$    450,595$    

(In thousands)

Year Ending
December 31, 

2022 105,584$      
2023 16,483          
2024 13,370          
2025 5,273            
2026 282               

140,992$      

Amount
(In thousands)
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8. BORROWINGS

The Bank has a $15,000,000 overnight unsecured line of credit with CenterState Bank signed in
July 2019. At December 31, 2021 and 2020, there were no advances outstanding on the line of
credit with CenterState Bank.  The Bank also has a $5,000,000 line of credit with ACBB.  At
December 31, 2021 and 2020, there were no advances outstanding with ACBB.

FHLB borrowings at December 31, 2021 and 2020 consist of the following:

All borrowings from the FHLB are secured by a blanket security agreement on qualified collateral 
defined principally as residential mortgage loans, in an aggregate amount equal to outstanding 
advances. 

Deposits of certain municipalities and local government agencies are collateralized by a $32 
million Municipal Letter of Credit with the FHLB with no amounts outstanding as of December 
31, 2021 or 2020.   

Weighted Weighted
Average Average

Maturing Amount Rate Amount Rate

2021 -$  - % 189$   1.65%
2022 1,700  1.90 4,541  1.84
2023 8,901  2.22 10,309  2.34
2024 10,000  1.99 10,000  1.99
2025 10,750  1.15 10,750  1.15

31,351$   1.76% 35,789$   1.82%

2021 2020

(Dollars in thousands)
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9. SUBORDINATED DEBENTURES 

On June 28, 2018, the Company issued $12.0 million of fixed-to-floating rate subordinated 
debentures (the “Notes”) in a private placement. The Notes have a ten-year term and bear interest 
at a fixed annual rate of 6.50% for the first five years of the term (the "Fixed Interest Rate 
Period"). From and including July 1, 2023, the interest rate will adjust to a floating rate based on 
the three-month LIBOR plus 3.61% until redemption or maturity (the "Floating Interest Rate 
Period"). The Notes are scheduled to mature on July 1, 2028. Subject to limited exceptions, the 
Company cannot redeem the Notes for the first five years of the term. The Company will pay 
interest in arrears semi-annually during the Fixed Interest Rate Period and quarterly during the 
Floating Interest Rate Period during the term of the Notes. The Notes constitute an unsecured and 
subordinated obligation of the Company and rank junior in right of payment to any senior 
indebtedness and obligations to general and secured creditors. The portion of the Notes that the 
Company contributes to the Bank will qualify as Tier 1 capital for the Bank. The additional capital 
will be used for general corporate purposes including organic growth initiatives.  

10. INCOME TAXES 

Income tax expense for the years ended December 31, 2021 and 2020 consisted of the following: 

 

  

2021 2020

Current income tax expense:
    Federal 1,815$       1,082$       
    State 850            453            

2,665         1,535         
Deferred income tax benefit:
    Federal (100)           (220)           
    State (147)           (110)           

(247)           (330)           

2,418$       1,205$       

(In thousands)
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INCOME TAXES (concluded) 

A reconciliation between the recorded income tax expense and the expected amount (computed by 
multiplying income before income tax times the applicable statutory Federal income tax rate of 
21%) for the years ended December 31, 2021 and 2020, respectively, is as follows: 

 
 
The  net  deferred  tax  asset  consists  of  the  following  at  December 31,  2021 and  2020:  

 

 

At December 31, 2021 and 2020, the Bank had no uncertain income tax positions.  Federal and 
state income tax returns of the Bank for the years 2020, 2019 and 2018 are subject to examination 
by the Internal Revenue Service and state taxing authorities, generally for three years after they 
were filed. 

 

 

2021 2020

Computed expected federal income tax 1,873$       936$          
Increase (decrease) in income tax expense resulting from:
    State income taxes, net of federal benefit 556            271            
    Bank owned life insurance income (46)             (40)             
    Other 35              38              

2,418$       1,205$       

(In thousands)

2021 2020

Allowance for loan losses 1,409$       1,191$       
Organizational costs 18              31              
Unrealized gain on available-for-sale securities (1)               -                 
Employee benefit and share based compensation plans 187            138            
Accrued compensation 17              -                 
Premises and equipment (173)           (125)           
Deferred loan fees 129            143            
Nonaccrual interest 44              -                 
Other 18              24              

1,648$       1,402$       

(In thousands)
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11. EMPLOYEE BENEFIT PLANS 

The Bank has a 401(k) benefit plan which allows employees to make contributions subject to the 
limitations by the Internal Revenue Code. For the years ended December 31, 2021 and 2020, the 
Bank made matching contributions of 50% of the first 4% of employee contributions. In addition, 
the Bank made a profit sharing contribution equal to three percent of their qualified earnings in 
2021 and 2020. For the years ended December 31, 2021 and 2020, total 401(k) benefit plan 
contribution expense was $206,000 and $207,000, respectively. 

12. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK 

The Bank is a party to financial instruments with off-balance sheet risk in the normal course of 
business to meet the financing needs of its customers. The financial instruments include 
commitments to extend credit. These instruments involve, to varying degrees, elements of credit 
risk in excess of the amount recognized in the consolidated balance sheets. The contract or 
notional amounts of these instruments reflect the extent of the Bank’s involvement in these 
particular classes of financial instruments. The Bank’s exposure to credit loss in the event of 
nonperformance by the other party to the financial instrument for commitments to extend credit 
and standby letters of credit is represented by the contractual or notional amount of these 
instruments. 

The Bank has historically used the same credit policies in making conditional obligations as it 
does for on-balance sheet instruments. At December 31, 2021, the Bank had the following 
financial instruments, whose contract amounts represented credit risk. 

 

Commitments to extend credit are agreements to lend to a customer as long as there is no violation 
of any condition established in the contract. Commitments generally have fixed expiration dates or 
other termination clauses and may require payment of a fee. Substantially all of the commitments 
in the form of unused lines of credit are at variable interest rates. The Bank evaluates each 
customer’s creditworthiness on a case-by-case basis. The total commitment amounts do not 
necessarily represent future cash requirements. The amount of collateral obtained, if deemed 
necessary upon extension of credit, is based on management’s credit evaluation. Collateral held 
varies but may include accounts receivable, marketable securities, inventory, property and 
equipment and real estate. 

 

2021 2020

Loan commitments 27,434$     15,807$     
Unfunded commitments under lines of credit 76,392       43,080       
Standby letters of credit 1,410         1,218         
Undisbursed construction loans 22,808       23,534       

(In thousands)
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FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK (concluded) 

Standby letters of credit are conditional commitments issued by the Bank to guarantee the 
performance of a customer to a third party. The credit risk involved in issuing letters of credit is 
essentially the same as that involved in extending loan facilities to customers. 

The Bank does not issue or hold derivative instruments. 

13. SHAREHOLDERS’ EQUITY

In March 2008, the Bank completed its initial offering of common stock and issued 1,315,856
shares of $5 par value common stock at $10 per share generating proceeds of $13,158,560. In
connection with the Bank’s initial capital offering, each shareholder received one warrant for
every four shares of common stock purchased. Due to fractional shares, 328,957 warrants were
issued to purchase 328,957 shares of the Bank’s common stock. These warrants have an exercise
price of $12 per share and may be exercised until April 2021.   As of December 31, 2021 262,943
warrants have been exercised.  All unexercised warrants have expired.

Pursuant to an Offering Circular dated July 30, 2010, the Bank offered for purchase an additional
500,000 shares of the Bank’s common stock (with an option to increase the offering to 650,000
shares of common stock) at an offering price of $10 per share (the “Offering”). The Offering was
initially scheduled to terminate on October 31, 2010. The Offering closed in 2011 with the
issuance of 332,415 shares for net proceeds of $3,324,150.

Pursuant to an Offering Circular dated June 15, 2014, the Bank offered for purchase 8,000 shares
of perpetual convertible preferred stock (with an option to increase the offering to 10,000 shares)
at an offering price of $1,000 per share (the “New Offering”). The New Offering closed on
October 1, 2014 with the issuance of 4,425 preferred shares of $2 par value Series B preferred
stock for net proceeds of $4,407,000. They are convertible into 83.86 common shares per
preferred share.

The Company elected to convert the 4,425 preferred shares into 371,092 common shares effective
as of January 1, 2019.

All of the above outstanding instruments of the Bank were exchanged for exact instruments of the
Company when the Company was formed.
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14. MINIMUM REGULATORY CAPITAL REQUIREMENTS 

The Bank is subject to various regulatory capital requirements administered by the federal banking 
agencies.  Failure to meet minimum capital requirements can initiate certain mandatory and 
possibly additional discretionary actions by regulators that, if undertaken, could have a direct 
material effect on the Bank’s financial statements.  Under capital adequacy guidelines and the 
regulatory framework for prompt corrective action, the Bank must meet specific capital guidelines 
that involve quantitative measures of their assets, liabilities and certain off-balance-sheet items as 
calculated under regulatory accounting practices.  The capital amounts and classification are also 
subject to qualitative judgments by the regulators about components, risk weightings, and other 
factors.  Prompt corrective action provisions are not applicable to bank holding companies.  

The regulations require a minimum ratio of common equity Tier 1 capital to risk-weighted assets, 
a minimum ratio of Tier 1 capital to risk-weighted assets, a minimum leverage ratio, and a 
minimum ratio of total capital to risk-weighted assets as set forth in the table below.  Additionally, 
community banking institutions must maintain a capital conservation buffer of common equity 
Tier 1 capital in an amount greater than 2.5% of total risk-weighted assets to avoid being subject 
to limitations on capital distributions and discretionary bonuses.   

As of December 31, 2021, the most recent notification from the Federal Deposit Insurance 
Corporation categorized the Bank as well capitalized under the regulatory framework for prompt 
corrective action.  To be categorized as well capitalized, an institution must maintain minimum 
total risk-based, common equity Tier 1 risk-based, Tier 1 risk-based and Tier 1 leverage ratios as 
set forth in the following tables.  There are no conditions or events since the notification that 
management believes have changed the Bank’s category.  Management believes that the Bank 
meets all capital adequacy requirements to which it is subject.  The Bank’s actual capital amounts 
and ratios are presented in the following table.  The Company has less than $3 billion in assets and 
meets certain other requirements and therefore is not subject to the Bank Holding Company 
Capital Requirements.   
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MINIMUM REGULATORY CAPITAL REQUIREMENTS (concluded) 

The Bank is subject to certain regulatory restrictions on the amount of dividends that it may 
declare without regulatory approval. 

15. STOCK COMPENSATION PLANS

The Company maintains stock option plans for employees and non-employee directors of the
Bank. The stock option plans generally provide for the granting of stock options with an exercise
price of each option equaling the market price of the Bank’s stock on the date of the grant.

The 2008 Equity Compensation Plan was approved at a special meeting of the shareholders on
August 6, 2008, and provides for the granting of up to 263,168 options to purchase shares of the
Bank’s stock, with allocation of 131,584 to non-employee members of the Board and 131,584 to
employees.

On February 21, 2018, the Company granted 131,584 stock options to non-employee members of
the Board.  The options were granted at an exercise price of $17.23, a term of 10 years and a 5
year vesting period.  There were no stock options granted for the years ended December 31, 2021
and 2020.

Amount Ratio Amount Ratio Amount Ratio

December 31, 2021

Total Capital (to Risk-
   Weighted Assets) $66,029 14.04% $37,630 8.00% $47,038 10.00%
Tier 1 Capital (to Risk-
   Weighted Assets) 60,327  12.83% 28,223  6.00% 37,630  8.00%
Common Equity Tier 1

 Capital (to Risk-
   Weighted Assets) 60,327  12.83% 21,167  4.50% 30,574  6.50%
Tier 1 Capital (to Average

 Assets) 60,327  9.87% 24,450  4.00% 30,563  5.00%

December 31, 2020

Total Capital (to Risk-
   Weighted Assets) $57,021 12.64% $36,091 8.00% $45,114 10.00%
Tier 1 Capital (to Risk-
   Weighted Assets) 51,784  11.48% 27,068  6.00% 36,091  8.00%
Common Equity Tier 1

 Capital (to Risk-
   Weighted Assets) 51,784  11.48% 20,301  4.50% 29,324  6.50%
Tier 1 Capital (to Average

 Assets) 51,784  9.75% 21,234  4.00% 26,543  5.00%

(Dollars in thousands)

Minimum to Be Well
Capitalized Under Prompt

Actual Requirement Corrective Action Provisions
Minimum Capital
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 STOCK COMPENSATION PLANS (concluded) 

Compensation expense recognized for all option grants is net of estimated forfeitures and is 
recognized over the awards’ respective requisite service periods.  The calculated values relating to 
all option grants were estimated using the Black-Scholes option pricing model.  Due to the limited 
amount of transactions involving its common stock, the Company estimates the volatility of its 
stock in consideration of a number of factors including benchmark banking index volatilities.  The 
mid-point of the option term and the vesting period were used to estimate the expected option 
term, which represents the period of time that the options granted are expected to be outstanding.  
The risk-free rate for periods consistent with the expected term of the option is based on the U.S. 
Treasury yield curve in effect at the time of grant.  The estimated forfeiture rate is based on 
estimated expectations and industry data, as well as subsequent events occurring prior to the 
issuance of the financial statements.  Because stock options have characteristics significantly 
different from those of traded options, and because changes in the input assumptions can 
materially affect the calculated value estimate, the existing model may not necessarily provide a 
reliable single measure of the calculated value of the Company’s stock options.  

Compensation expense for the calculated values of these awards is recognized on a straight-line 
basis over the requisite service period of the awards.  During the years ended December 31, 2021 
and 2020, the Company recorded $174,000 of share-based compensation expense.    

There were no forfeitures for the year-ended December 31, 2021. There were no options vested as 
of December 31, 2021. Expected future compensation expense relating to the non-vested options 
outstanding as of December 31, 2021 is $203,000 and will be recognized over a weighted average 
period of 1.17 years. Given the limited trading of the Company’s common stock, the intrinsic 
value of the options outstanding is not readily determinable.  

16. FAIR VALUE OF FINANCIAL INSTRUMENTS 

Under GAAP, financial assets and financial liabilities recorded at fair value in the consolidated 
balance sheets are categorized based upon whether or not the inputs used to measure their fair 
value are observable or unobservable. GAAP establishes a fair value hierarchy that prioritizes the 
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority 
to unadjusted quoted prices in active markets for identical assets or liabilities and the lowest 
priority to unobservable inputs. 
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FAIR VALUE OF FINANCIAL INSTRUMENTS (continued) 

Basis of Fair Value Measurement 

A financial instrument’s level within the fair value hierarchy is based on the lowest level of input 
that is significant to the fair value measurement.  

A description of the valuation methodologies used for instruments measured at fair value, as well 
as the general classification of such instruments pursuant to the valuation hierarchy, is set forth 
below. These valuation methodologies were applied to all of the Bank’s financial assets and 
financial liabilities carried at fair value. 

The Bank uses fair value measurements to record fair value adjustments to certain assets and 
liabilities carried at fair value and to determine fair value disclosures. 

In general, fair value is based upon quoted market prices, where available. If such quoted market 
prices are not available, fair value is based upon models that primarily use, as inputs, observable 
market-based inputs. Valuation adjustments may be made to ensure that financial instruments are 
recorded at fair value. These adjustments may include amounts to reflect counterparty credit 
quality, the Bank’s creditworthiness, among other things, as well as unobservable inputs. Any 
such valuation adjustments are applied consistently over time. 

Investment Securities Available for Sale 

Investment securities classified as available for sale are reported at fair value utilizing Level 2 
inputs. For these investment securities, the Bank obtains fair value measurements from an 
independent pricing service unadjusted by management. 

The fair value measurements consider observable data that may include dealer quotes, market 
spreads, cash flows, the U.S. Treasury yield curve, live trading levels, trade execution data, market 
consensus prepayment speeds, credit information and the investment security’s terms and 
conditions, among other things. 
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 FAIR VALUE OF FINANCIAL INSTRUMENTS (concluded) 

Investment Securities Available for Sale (concluded) 

The following tables summarize financial assets measured at fair value on a recurring basis in the 
consolidated balance sheets at December 31, 2021 and 2020, segregated by the level of valuation 
inputs within the fair value hierarchy utilized to measure fair value: 

 

There were no financial assets or liabilities measured at fair value on a nonrecurring basis at 
December 31, 2021 and 2020. 

17. RISKS AND UNCERTAINTIES 

On March 11, 2020, the World Health Organization declared the coronavirus outbreak a 
pandemic.  Actions taken domestically and across the world to help mitigate the spread of the 
coronavirus included and continue to include restrictions on travel and required quarantine in 
certain exposure situations.  The coronavirus and actions taken to mitigate the spread of it have 
had and are expected to have an adverse impact on the economies and financial markets of the 
geographical area in which the Company operates.   

It is unknown how long the adverse conditions associated with the coronavirus pandemic will last 
and what the complete financial effect will be to the Company.     

 

 

 

 

 

Total Level 1 Level 2 Level 3

Mortgage-backed securities 131$           -$           131$              -$                  
131$           -$           131$              -$                  

Total Level 1 Level 2 Level 3

Mortgage-backed securities 157$           -$           157$              -$                  
157$           -$           157$              -$                  

December 31, 2020

(In thousands)

(In thousands)

December 31, 2021
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18. SUBSEQUENT EVENTS 

Management has evaluated subsequent events through February 21, 2022, which is the date the 
financial statements were available to be issued.  There were no subsequent events that require 
adjustment to or disclosure in the consolidated financial statements.   

 



STRENGTH
IN NUMBERS



STRENGTH
IN NUMBERS
Since our opening in 2008, Freedom Bank continues to 
experience consistent loan and deposit growth within 
the communities we serve. We continue to be proud 
supporters and partners to residents and businesses. 
In September, Freedom Bank celebrated the “official” 
grand opening at our East Rutherford branch. Customers, 
vendors, and community members celebrated the day 
with food, fun, and savings. 

Freedom Bank remains steadfast in our commitment to 
move forward within the banking industry by continuing to 
offer the most advanced technology and services available.

We continued our commitment to high-tech, high touch 
services by implementing the following in 2021:

 • Contactless debit cards

 • MX – an account aggregation tool to allow customers 
to view all their banking relationships under our 
online banking platform

 • Launched the digital wallet, which includes Apple 
Pay, Samsung Pay, and Google Pay

Looking Forward
Freedom Bank is now offering easy access to Residential 
Mortgages. In 2021, we expanded and automated 
our residential mortgage products and processes by 
enhancing our online application. Our application is user-
friendly and is available on our website from any of your 
devices. Our dedicated mortgage professionals provide 
an efficient and courteous experience from beginning to 
end. Whether you’re a first-time homebuyer, refinancing 
your existing home, upsizing or downsizing, we have the 
products to suit you. Freedom Bank is eager to serve all 
your home financing needs.

Our residential division also finances residences held in an 
LLC and certain 1-4 family investment products. 

From the moment that I reached out to 
Freedom Bank in regards to my own personal 
mortgage, I received nothing but the best and 
most personal customer service.
As someone that works in the service industry and works non-
traditional hours, the Bank went out of their way at all times of the day/
night to ensure that I had a seamless residential mortgage closing.  I 
appreciate that level of customer service as that is always what we try 
to attain with our customers at the Bacari Grill.

John Amoratis 
Owner of Bacari Grill, Township of Washington



Freedom Bank stood with my 
company DSM from a very early 
point in our growth. 
They were the first bank that believed in a company 
that was totally boot-strapped out of a front porch 
with IKEA furniture and a laptop. 

With very modest beginnings, there was only a 
group of young people and a dream to make an 
impact in the marketing community in NJ. When 
we approached Freedom Bank, we weren’t sure how 
they would respond. They asked questions, they 
understood where we were at in our growth, and 
really worked hard to help us get the first line of credit 
we ever had as a company to expand our operations. 

From Matt on down to all the folks who helped us 
through that process...I can honestly say DSM would 
not be where it is today without them. DSM has since 
gone on to become a 3-time Inc. 5000 company and 
currently employs 15 people. Something we’re very 
proud of and means a great deal to me personally. 

DSM celebrated our 15th anniversary on February 7, 
2022 and Freedom Bank has played an integral role in 
taking one person in a front porch with lofty aspirations 
to a career that has produced so many wonderful 
memories, relationships, and learnings. Without 
Freedom Bank, I am not sure DSM exists today.

Darren Magarro 
President, DSM

Matt Carcich 
President, CEO

Diane Scriveri 
EVP, Chief Lending  
Officer

Carlo Oropesa 
EVP, Team Leader

Alan Lopez 
Owner of  
Rumba Cubana

Credit: The Scout Guide, Bergen County
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