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OUR FELLOW SHAREHOLDERS,

It is our sincere privilege to provide the financial performance report of Freedom Bancorp for 2023. In
this Shareholder Report entitled “Transforming Challenges into Opportunities,” we highlight Freedom
Bank's resilience during what many have dubbed “the next banking crisis.” Despite battling fierce deposit
competition, the most severe interest rate hikes in U.S. history, an inverted interest rate curve, and news
reports of bank failures and weaknesses, Freedom Bank stayed true to its core beliefs and to its mission
of remaining the premier community bank in the State of New Jersey.

Coming off the banner year of 2022, Freedom Bank faced unprecedented earnings challenges
throughout 2023 due to the compression of its net interest rate margin. We successfully overcame the
obstacles and compiled a very successful year by many measures: strong and steady growth in both
loans and deposits, the continued pristine performance of the loan portfolio, and the third highest level
of net earnings in franchise history.

Listed below are some of the key financial performance metrics for 2023:
e Total assets grew from $651.8 million to $707.4 million in 2023

® Total loans increased to $636.9 million from $591.2 million in 2022

Total deposits rose to $555.0 million compared to $538.4 million for the previous year end

Net income decreased to $4.54 million from a record $8.39 million in 2022

® Return on Equity decreased from 17.11% to 7.78%

Delinquent loans remained nominal at .33% percent versus .32% the previous year
Book value increased from $26.91in 2022 to $29.48 at the end of 2023

As Freedom Bank enters 2024 and beyond, our commitment to our customers and shareholders remains
constant and resolute. We continue to provide our community with quality, high-tech, high-touch
banking products and solutions. We continue to drive responsible earnings to our shareholders, by using
diligence and time-tested approaches to community banking. In reaction to the highly publicized and
ongoing liquidity “issue” facing the banking sector, Freedom has leveraged newly acquired personnel
talent to expand our depository offerings into the governmental, municipal and corporate sectors. We
see tremendous opportunity in this arena, providing for significant increases in liquidity for years to come.

We were very proud to declare our first special dividend to our shareholders at the end of 2023. Based on
our strong performance over the years, your Board of Directors declared a special cash dividend of $.50
per share of common stock. We sincerely appreciate the support we have received over the years from
our shareholder group, and despite the current economic challenges in front of us, we remain extremely
confident in our future growth and financial performance.

Please join us at the Annual Shareholders Meeting on Tuesday, April 30, 2024, at 6pm at the Bacari Grill
in the Township of Washington. We look forward to discussing our strategic vision and initiatives for the
upcoming years.
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PAUL S. DOHERTY Il MATTHEW R. CARCICH
Chairman President & Chief Executive Officer
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BALANCE SHEET

The balance sheet below highlights our Assets,
Loans and Deposits from 2021, 2022 and 2023
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The chart below shows our net income for the
years ended 12/2021, 12/2022 and 12/2023
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DELINQUENCY RATIO

The chart below depicts our delinqguency ratio of loans which are contractually
30 days delinquent or more. The chart reflects 12/2021, 12/2022 and 12/2023
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STOCKHOLDERS'’ EQUITY

This chart below shows our Stockholders’
Equity from 12/2021, 12/2022 and 12/2023
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WOLF

& COMPANY, P.C.

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, 2023 and 2022, the related
consolidated statements of net 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, 2023 and 2022, and the results of its operations and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

Change in Accounting Principle

As discussed in Note 1 to the financial statements, the Company has changed its method of accounting for the
recognition and measurement of credit losses as of January, 1, 2023 upon the adoption of Accounting Standards
Codification Topic 326, Financial Instruments — Credit Losses (“ASC 326”). Our opinion is not modified with
respect to this matter.

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 available to be issued.

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:

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

e 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.

e 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.

e 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.

e 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.



Other Information Included in the Annual Report

Management is responsible for the other information included in the annual report. The other information
comprises the information included in the annual report but does not include the financial statements and our
auditor's report thereon. Our opinion on the financial statements does not cover the other information, and we do
not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the financial statements, or
the other information otherwise appears to be materially misstated. If, based on the work performed, we
conclude that an uncorrected material misstatement of the other information exists, we are required to describe it
in our report.

wou d Cm»'\,oma/,R Cs

Boston, Massachusetts
March 7, 2024



Freedom Bancorp, Inc. and Subsidiaries
Consolidated Balance Sheets

December 31

2023 2022
(In thousands)
Assets
Cash and due from banks S 4,025 S 3,899
Federal funds sold 18,250 4,208
Cash and cash equivalents 22,275 8,107
Certificates of deposit with banks 31 32
Securities available for sale, at fair value 59 66
Securities held to maturity (fair value of $25,799in 2023
and $31,744in 2022) 28,733 35,424
Loans, net of allowance for credit losses of $4,151
in 2023 and $5,427 in 2022 632,769 585,753
Premises and equipment, net 1,176 1,422
Accrued interest receivable 4,309 3,853
Restricted equity securities 4,066 2,445
Deferred income taxes 1,488 1,695
Bank-owned life insurance 9,039 8,844
Other assets 3,476 4,158
S 707,421 S 651,798
Liabilities and Shareholders' Equity
Deposits:
Non-interest bearing S 75,906 S 86,075
Interest bearing 479,073 452,354
Total deposits 554,979 538,429
Borrowings 70,750 38,200
Subordinated debentures 12,000 12,000
Accrued interest payable 1,160 598
Other liabilities 5,556 5,078
Total liabilities 644,444 594,305
Shareholders' equity:
Common stock, par value $5 per share; 5,000,000 shares
authorized; shares issued - 2,282,306; shares outstanding - 2,136,291 11,412 11,412
Additional paid-in capital - common stock 13,501 13,472
Treasury stock, at cost (146,015 shares) (2,437) (2,437)
Retained earnings 40,501 35,045
Accumulated other comprehensive income - 1
Total shareholders' equity 62,977 57,493
S 707,421 S 651,798

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



Freedom Bancorp, Inc. and Subsidiaries

Consolidated Statements of Net Income

Interest and dividend income:
Loans, including fees
Securities
Interest-bearing deposits and other
Federal funds sold

Total interest and dividend income

Interest expense:
Deposits
Borrowings

Total interest expense

Net interestincome

Provision for (reversal of) credit losses

Net interest income, after provision for (reversal of) credit losses

Non-interest income:
Service charges and fees
Bank-owned life insurance

Total non-interestincome

Non-interest expenses:

Salaries and employee benefits
Occupancy and equipment
Professional fees

Data processing

Advertising and promotion
Other

Total non-interest expenses

Income before income taxes

Provision for income taxes

Netincome

Years Ended December 31,

2023 2022
(In thousands)
34,447 $ 27,666
949 694
64 31
985 358
36,445 28,749
14,261 4,277
3,135 1,372
17,396 5,649
19,049 23,101
125 (275)
18,924 23,376
315 326
195 186
510 512
7,339 7,197
1,361 1,519
1,199 928
1,207 988
408 364
1,962 1,669
13,476 12,664
5,958 11,224
1,414 2,836
4,544 $ 8,388

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



Balance at December 31, 2021

Share-based compensation expense
Other comprehensive loss
Net Income

Balance at December 31, 2022

Cumulative change in acccounting principle (1)
Share-based compensation expense

Other comprehensive loss

Net Income

Balance at December 31, 2023

Freedom Bancorp, Inc. and Subsidiaries

Consolidated Statements of Changes in Shareholders’ Equity

Years Ended December 31, 2023 and 2022

Common Stock Treasury Stock

Accumulated

Additional Other Total
Paid-in Retained Comprehensive Shareholders'
Shares Amount Capital Shares Amount Earnings Income Equity
(Dollars in thousands)
2,282,306 S 11,412 $ 13,298 146,015 S (2,437) $ 26,657 $ 3 $ 48,933
174 - 174
- - (2) (2)
8,388 - 8,388
2,282,306 11,412 13,472 146,015 (2,437) 35,045 1 57,493
912 912
29 - - 29
- - (1) (1)
- - - 4,544 - 4,544
2,282,306 $ 11,412 $ 13,501 146,015 $ (2,437) $ 40,501 $ $ 62,977

(1) Represents adjustment needed to reflect the cumulative impact on retained earnings pursuant to the Company's adoption of Accounting Standards Update 2016-13

for current expected credit losses (CECL). The adjustment presented includes an increase of $1,407,000 ($1,010,000, net of tax) attributable to the change in accounting

methodology for estimating the allowance for credit losses related to loans, and a decrease of $137,000 (398,000, net of tax) related to the reserve for off-balance sheet
credit exposures resulting from the Company's adoption of the standard. Amount shown in the table above is presented net of tax.

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



Freedom Bancorp, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

Years Ended December 31,

2023 2022

(In thousands)

Cash flows from operating activities:
Net income $ 4,544 $ 8,388
Adjustments to reconcile net income to net cash
provided by operating activities:

Provision for (reversal of) credit losses 125 (275)
Depreciation and amortization expense 463 606
Securities accretion, net (74) (52)
Accretion of deferred loan costs (652) (1,094)
Deferred income taxes (151) (16)
Stock-based compensation expense 29 174
Increase in cash surrender value of bank-owned
life insurance (195) (186)
Increase in accrued interest receivable (456) (482)
(Increase) decrease in prepaid expenses and other 682 (184)
Increase in accrued interest payable 562 234
Increase (decrease) in other liabilities 478 (689)
Net cash provided by operating activities 5,355 6,424

Cash flows from investing activities:

Decrease (increase) in certificates of deposits with banks 1 (14)
Purchases of securities held to maturity (984) (30,658)
Proceeds from maturities, calls and principal
repayments of securities 7,756 23,972
Purchases of restricted equity securities (1,621) (504)
Redemption of restricted equity securities - 142
Net increase in loans (45,222) (81,087)
Purchases of premises and equipment (217) (129)
Net cash used in investing activities (40,287) (88,278)

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



Freedom Bancorp, Inc. and Subsidiaries

Consolidated Statements of Cash Flows (Concluded)

Cash flows from financing activities:

Net increase in deposits 16,550 23,221
Proceeds of FHLB borrowings 32,920 10,000
Repayment of FHLB borrowings (370) (3,151)
Net cash provided by financing activities 49,100 30,070
Net change in cash and cash equivalents 14,168 (51,784)
Cash and cash equivalents at beginning of year 8,107 59,891
Cash and cash equivalents at end of year $ 227275 $ 8,107

Supplemental cash flow information:
Cash paid during the year for:
Interest $ 16,834 $ 5,415
Income taxes 1,264 $ 3,547

&

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



Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Years Ended December 31, 2022 and 2021

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.



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 credit losses.

While management uses available information to recognize allowance for credit 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 credit 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.

10



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.

11



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, 2023 and 2022, the Bank had no realized gains or losses.

Each reporting period, the Company evaluates all securities classified as available-for-sale
with a decline in fair value below the amortized cost of the investment to determine
whether or not an allowance for credit losses should be recorded. The Company first
assesses if there is intent to sell, or if it is more likely than not that the Company will be
required to sell the security before recovery of its amortized cost basis. If either of the
criteria regarding intent or requirement to sell is met, the security’s amortized cost basis is
written down to fair value through a provision for credit losses charged to earnings.
Changes in the allowance shall be recorded in the period of the change as credit loss
expense (or reversal of credit loss expense).

The Company measures expected credit losses on held to maturity securities on a
collective basis by major security type in accordance with the CECL methodology using
discounted cash flow analysis and credit losses are recognized as part of the allowance for
credit losses.

Debt securities are placed on nonaccrual status at the time any principal or interest payments
become 90 days delinquent. Interest accrued but not received for a security placed on nonaccrual
is reversed against interest income.

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, 2023 and 2022, no
impairment has been recognized.

12



Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
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 credit 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.

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 Credit Losses - Loans

Prior to January 1, 2023, the allowance for loan losses was based on an incurred loss methodology
and represented the estimate of the risk of loss inherent in the loan portfolio as of the balance sheet
date. Effective January 1, 2023, the allowance for credit losses is based on CECL methodology.

The allowance for credit losses is a valuation account that is deducted from the loans’ amortized
cost basis to present the net amount expected to be collected on the loans. Such allowance is based
on the credit losses expected to arise over the life of the asset (contractual term). The allowance
for credit losses on loans is established through a provision for credit 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.

13



Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Allowance for Credit Losses - Loans (continued)

Management estimates the allowance for credit losses on loans using relevant available
information, from internal and external sources, relating to past events, current conditions, and
reasonable and supportable forecasts. Historical credit loss experience provides the basis for the
estimation of expected credit losses. Qualitative and quantitative adjustments related to current
conditions and the reasonable and supportable forecast period consider all of the following: the
borrower’s creditworthiness, changes in lending policy and procedures, changes in nature and
volume of the loan portfolio and in the terms of loans, changes in experience, ability and depth of
lending management and staff, changes in the quality of the loan review system, changes in the
value of underlying collateral for collateral-dependent loans, existence and effect of any
concentration of credit and changes in the level of such concentrations, effect of other external
forces such as competition, legal and regulatory requirements on the level of estimated credit
losses in the existing portfolio, and the current and forecasted direction of the economic and
business environment. Such forecasted information includes: GDP growth, unemployment rates,
interest rates and house price indexes amongst others. There were no changes in the Company’s
policies or methodology pertaining to the general component of the allowance for loan losses
during 2022.

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.
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Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Allowance for Credit Losses - Loans (continued)

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) 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.

The Bank’s consumer loans portfolio consists primarily of residential first mortgage loans, secured
by one- to four-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, 2023) to
unsecured and non-real estate secured personal loans.
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Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Allowance for Credit Losses - Loans (continued)

The Company measures the allowance for credit losses (ACL) using a weighted average
remaining maturity (“WARM”) methodology. In estimating the ACL, loans and leases are
segregated into portfolio segments based on Federal call report codes which classify loans
and leases based on the primary collateral supporting the loan and lease. The WARM
method uses a historical average annual charge-off rate. This average annual charge-off
rate contains loss content over a historical lookback period and is used as a foundation for
estimating the credit loss reserve for the remaining outstanding balances of loans in a pool
or segment of our loan portfolio at the balance sheet date. The average annual charge-off
rate is applied to the contractual term, further adjusted for estimated prepayments, to
determine the unadjusted historical charge-off rate. The calculation of the unadjusted
historical charge-off rate is then adjusted for current conditions and for reasonable and
supportable forecast periods. Adjustments to historical loss information are considered for
qualitative factors such as changes in underwriting standards, lending policies
documentation exceptions, and the level of delinquencies and non-accrual loans.

Individually Evaluated Loans

Loans that do not share risk characteristics are evaluated on an individual basis. Loans evaluated
individually are not also included in the collective evaluation. For loans that are collateral
dependent, that is, when the borrower is experiencing financial difficulty and repayment is
expected to be provided substantially through the operation or sale of the collateral, expected
credit losses are based on the fair value of the collateral at the reporting date, adjusted for selling
costs as appropriate.

Allowance for Credit Losses — Off-Balance Sheet Credit Exposures

The Company has off-balance sheet financial instruments, which include commitments to extend
credit, standby letters of credit and commercial letters of credit. The Company estimates expected
credit losses over the contractual period in which the Company is exposed to credit risk via a
contractual obligation to extend credit, unless that obligation is unconditionally cancellable by the
Company. The Company’s allowance for credit losses on off-balance sheet credit exposures is
recognized as a liability in other liabilities on the consolidated balance sheets, with adjustments to
the reserve recognized in the provision for credit losses in the consolidated statements of net
income. The estimate includes consideration of the likelihood that funding will occur and an
estimate of expected credit losses on commitments expected to be funded over its estimated life.
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Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Accrued Interest Receivable

The Company elected not to measure an allowance for credit losses for accrued interest
receivable and instead elected to reverse interest income on loans or securities that are
placed on nonaccrual status, which is generally when the instrument is 90 days past due, or
earlier if the Company believes the collection of interest is doubtful. The Company has
concluded that this policy results in the timely reversal of uncollectible interest.

Accrued interest receivable on loans of $4,230,000 as of December 31, 2023 is in accrued interest
receivable on the consolidated balance sheet.
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Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

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.

Leases

The Bank determines if an arrangement is a lease at inception. Operating lease right-of-use
(“ROU”) assets are included in other assets and operating lease liabilities are included in other
liabilities in the consolidated balance sheet. The Bank does not have any finance leases.

ROU assets represent our right to use an underlying asset for the lease term and lease liabilities
represent our obligation to make lease payments arising from the lease. Operating lease ROU
assets and liabilities are recognized at commencement date based on the present value of lease
payments over the lease term. As our leases do not provide an implicit rate, we use our
incremental borrowing rate, which is the Federal Home Loan Bank classic advance rate, based on
the information available at commencement date in determining the present value of lease
payments. Lease expense is recognized on a straight-line basis over the lease term.

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.
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Notes to Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
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.

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, 2023 and 2022.

Advertising Costs

Advertising costs are expensed as incurred.
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Notes to Consolidated Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)
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. The balances of unrealized losses on available for sale securities were not

material at December 31, 2023 and 2022.

Treasury Stock

Common stock shares repurchased are recorded as treasury stock at cost.
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

On January 1, 2023, the Company adopted the Financial Accounting Standards Board (“FASB™)
issued Accounting Standards Update (“ASU”) 2016-13, Financial Instruments —Credit Losses
(Topic 326): Measurement of Credit Losses on Financial Instruments. The Company adopted
CECL using the modified retrospective method for all financial assets measured at amortized cost
and off-balance sheet exposures. The Company determined that a $1,407,000 adjustment to
decrease the allowance for credit losses, and a $137,000 adjustment to increase the reserve to an
off-balance sheet commitment, resulting in a $912,000 net of tax increase to retained earnings
upon adoption on January 1, 2023 . Prior periods have not been restated and continue to be presented
in accordance with previously applicable GAAP.
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Notes to Consolidated Financial Statements (Continued)
2. SECURITIES

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

Gross Gross
Amortized Unrealized  Unrealized
Cost Gains Losses Fair Value
(In thousands)
December 31, 2023
Available for sale:
Mortgage-backed securities $ 59 $ - $ - $ 59
$ 59 $ - $ - $ 59
Held-to-maturity:
U.S. government agency securities $ 5,000 $ - $ (406) S 4,594
U.S. treasury securities 2,793 $ - $ (12) 2,781
Collateralized mortgage-backed securities 6 - 6
Mortgage-backed securities 20,934 - (2,516) 18,418
$ 28,733 $ - $ (2934) § 25,799
December 31, 2022
Available for sale:
Mortgage-backed securities $ 65 $ 1 $ - $ 66
$ 65 $ 1 $ - $ 66
Held-to-maturity:
U.S. government agency securities $ 5,000 $ - $ 574) % 4,426
U.S. treasury securities 7,361 $ (125) 7,236
Collateralized mortgage-backed securities 7 - 7
Mortgage-backed securities 23,056 - (2,981) 20,075
$ 35,424 $ - $ (3,680) $ 31,744

The contractual maturity of securities at December 31, 2023 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.
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Notes to Consolidated Financial Statements (Continued)

Available for Sale Held to Maturity
Amortized Amortized
Cost Fair Value Cost Fair Value
(In thousands)
Due in one year or less S - S - S 2,592 S 2,578
Due in one to five years - - 5,201 4,796
Due from five to ten years 59 59 9 9
Due in ten years or later - - 20,931 18,416

S 59 $ 59 S 28,733 S 25799

There were no sales of securities during the years ended December 31, 2023 or 2022.

At December 31, 2023 and 2022, investment securities held to maturity having a carrying amount
of $2,800,000 and $2,200,000, respectively, were pledged to secure public deposits.

As of December 31, 2023 , there are no securities held to maturity on non-accrual status and there
are no securities held to maturity past due 90 days or more and still accruing interest. During the
year ended December 31, 2023, the Company did not recognize any interest income on non-
accrual securities held to maturity.

All of the mortgage-backed securities held by the Company are issued by the U.S. government and
its entities and agencies. These securities are either explicitly or implicitly guaranteed by the U.S.
government, are highly rated by major rating agencies and have a history of no credit losses. The
Company reviewed the financial strength of these investments and has concluded that the
amortized cost remains supported by the expected future cash flows of the securities.
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Notes to Consolidated Financial Statements (Continued)

3. LOANS

Loans at December 31, 2023 and 2022 were as follows:

2023 2022
(In thousands)
Construction S 49,251 S 33,974
Commercial real estate 259,267 258,552
Commercial and industrial 3,579 6,371
Residential 1st mortgage - multi-family 138,779 119,558
Consumer loans:
Residential 1st mortgage - 1 to 4 family 164,544 151,933
Home equity 18,557 18,802
Other consumer 4,423 3,451
Total consumer loans 187,524 174,186
Total loans 638,400 592,641
Less:
Allowance for credit losses (4,251) (5,427)
Net deferred loan fees (1,480) (1,461)

S 632,769 S 585,753
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Notes to Consolidated Financial Statements (Continued)

LOANS (continued)

The following table illustrates the impact of ASC 326:

Pre-ASC 326 Adoption
December 31, 2022

As Reported Under ASC 326
January 1, 2023

Impact of ASC 326
Adoption

Assets
Allowance for credit losses on loans S (5,427)
Deferred Tax asset 1,413

Liabilities
Allowance for credit losses on off-balance
sheet credit exposures -

Surplus
Retained earnings, net of tax 35,045

(In thousands)

$ (4,020)

1,771

137

35,957

The following represents the composition of the Company's provision for credit loss expense

for the year ended December 31, 2023 (in thousands):

Loans S 100
Off-balance sheet credit exposures 25
Total provision for credit losses S 125

24

S 1,407

358

137

912



Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

LOANS (continued)

Disaggregation of Allowance for Credit Losses

Activity in the allowance for credit losses for the years ended December 31, 2023 and 2022 and

allocations of the allowance to loan segments as of December 31, 2023 and 2022 follows:

Year Ended December 31, 2022

Balance at December 31, 2021
Provisions
Charge-offs
Recoveries

Balance at December 31, 2022
Cumulative effect of change in accounting principle
Provision for (reversal of) credit losses
Loans charged-off
Recoveries of loan previously charged-off

Balance at December 31, 2023

Allowance for off-balance sheet credit exposures:
Balance at December 31, 2022
Cumulative effect of change in accounting principle
Provision for (reversal of) credit losses

Balance at December 31, 2023

December 31, 2023

Allowance for individually evaluated loans
Allowance for collectively evaluated loans

Total allowance for loan losses
Individually evaluated loans
Collectively evaluated loans

Total loans

December 31, 2022

Allowance for impaired loans
Allowance for non-impaired loans

Total allowance for loan losses

Loans deemed impaired
Loas not deemed impaired

Total Loans

Residential
Mortgage and
Commercial Commercial Other
Construction Real Estate and Industrial ~ Home Equity Consumer Unallocated Total
(In thousands)
$ 465 $ 2,675 $ 69 $ 181 $ 2,173 $ 139 $ 5,702
(93) (89) (22) (56) 125 (140) (275)
- - (12) - - - (12)
- - 12 - - - 12
$ 372 $ 2,586 $ 47 $ 125 $ 2,298 $ [ 5,427
(323) (969) (43) 9 (88) 7 (1,407)
7 (50) 2) (16) 40 146 125
- - 6 - - - 6
$ 56 $ 1,567 $ 8 $ 118 $ 2,250 $ 152 $ 4,151
$ - $ - $ - $ - $ - $ - $ -
45 10 12 59 11 - 137
4 67 1 (28) (11) - 25
$ 41 $ 77 $ 13 $ 31 $ - $ - $ 162
$ - $ - $ - $ - $ - $ - $ -
56 1,567 8 118 2,250 152 4,151
$ 56 $ 1,567 $ 8 $ 118 $ 2,250 $ 152 $ 4,151
$ - $ - $ - $ 1,207 S 785 $ - $ 1,992
49,251 259,267 3,579 17,350 306,961 636,408
$ 49,251 $ 259,267 $ 3,579 $ 18,557 $ 307,746 $ - $ 638,400
$ - $ - $ - $ - $ - $ - $ -
372 2,586 47 125 2,298 (1) 5,427
$ 372 $ 2,586 $ 47 $ 125 $ 2,298 $ 1 8 5,427
$ - $ - $ - $ 925 $ - $ - $ 925
33,974 258,552 6,371 17,877 274,942 - 591,716
$ 33974 $ 258,552 $ 6,371 $ 18,802 $ 274,942 $ - $ 592,641

25



Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

LOANS (continued)
Credit Quality Information

The Company uses a ten grade internal loan rating system for commercial real estate, construction
and commercial 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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Notes to Consolidated Financial Statements (Continued)

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, 2023 and 2022:

December 31,2023

Commercial Commercial and
Construction Real Estate Industrial Total
(In thousands)
Pass $ 48,022 $ 253,767 $ 3,579 $ 305,368
Watch 1,229 2,560 - 3,789
Special mention - 2,940 - 2,940
Substandard - - - -
Total $ 49,251 $ 259267 $ 3,579 $ 312,097
December 31, 2022
Commercial Commercial and
Construction Real Estate Industrial Total
(In thousands)
Pass $ 33371 $ 251,596 $ 6,343 $ 291,310
Watch - 5,529 28 5,557
Special mention 603 1,427 - 2,030
Substandard - - - -
Total $ 33974 $ 258,552 $ 6,371 $ 298,897
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Notes to Consolidated Financial Statements (Continued)

LOANS (concluded)

Age Analysis of Past Due Loans Receivable

December 31, 2023
Total
31-60 61-90 Over 90 Past Due Current Total
(In thousands)

Construction $ - $ - $ - $ - $ 49,251 $ 49,251
Commercial real estate - - - - 259,267 259,267
Commercial and industrial - - - - 3,579 3,579
Home equity 116 - 1,207 1,323 17,234 18,557
Residential mortgage and other consumer - - 785 785 306,961 307,746

$ 116 $ - $ 1,992 $ 2,108 $ 636,292 $ 638,400

December 31, 2022
Total
31-60 61-90 Over 90 Past Due Current Total
(In thousands)

Construction $ - $ - $ - $ - $ 33,974 $ 33,974
Commercial real estate 111 - - 111 258,441 258,552
Commercial and industrial - - - - 6,371 6,371
Home equity - - 925 925 17,877 18,802
Residential mortgage and other consumer 856 - - 856 274,086 274,942

$ 967 $ - $ 925 $ 1,892 $ 590,749 $ 592,641

As of December 31, 2023, there were three loans totaling $1,992,000 over 90 days past due and on
non-accrual status. There was no allowance for credit loss on non-accrual loans as of December
31, 2023. As of December 31, 2022, there was one loan totaling $925,000 over 90 days past due
and on non-accrual status.

In connection with the adoption of ASU 2106-13, the Company no longer provides information on
impaired loans. A loan is considered individually evaluated when the borrower is experiencing
financial difficulty and repayment of both principal and interest is expected to be provided
substantially through the operation or sale of the collateral. At December 31, 2023, the Company
had $1,992,000 in individually evaluated loans, collateralized by residential real estate.

As of December 31, 2023 and 2022, there were no loans modified to borrowers experiencing
financial difficulty. Additionally, there were no loans modified to borrowers experiencing
financial difficulty at December 31, 2023 and 2022 that have subsequently defaulted.
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Notes to Consolidated Financial Statements (Continued)

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, 2023 and
2022 is as follows:

2023 2022
(In thousands)
Beginning balance S 16,023 S 17,599
Advances 4,315 1,559
Less: repayments (4,955) (3,135)
Ending balance S 15,383 S 16,023

At December 31, 2023 and 2022, these loans were current as to payment of principal and interest.

At December 31, 2023 and 2022, deposits from related parties totaled approximately
$38,626,000 and $33,267,000, 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
2023 and 2022 totaled approximately $116,000 per year.
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5. PREMISES AND EQUIPMENT

Bank premises and equipment as of December 31, 2023 and 2022 were as follows:

2023 2022
(In thousands)

Leasehold improvements S 1,605 S 2,954
Furniture and equipment 731 1,008
Computer hardware and software 81 60

2,417 4,022
Less: accumulated depreciation and amortization (1,241) (2,600)
Premises and equipment, net S 1,176 S 1,422

Depreciation and amortization expense on premises and equipment for the years ended December
31,2023 and 2022 was approximately $463,000 and $606,000, respectively.

6. LEASES

The Bank has operating leases for its administrative office and branch locations. These leases
have remaining lease terms from twelve months to four and one-half years. No options to extend
have been included in the lease term as it was determined that it was not reasonably certain that we
will exercise the option. The Bank does not have any material short term leases.

Lease expense for the years ended December 31, 2023 and 2022 is as follows:

December 31,
2023 2022
(In thousands)

Operating lease cost S 662,000 S 643,000

2023 2022

Weighted Average Remaining Lease Term (in years)
Operating leases 3.0 5.0

Weighted Average Discount Rate
Operating leases 1.7% 1.7%
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LEASES (concluded)

Maturities of lease liabilities are as follows:

Year Ending
December 31, Amount

(In thousands)
2024 S 681
2025 701
2026 661
2027 600
2028 287
Thereafter 87
Total lease payments 3,017
Less imputed interest (48)
Total lease liability 2,969
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7.  DEPOSITS

Deposits at December 31, 2023 and 2022 were as follows:

2023 2022
(In thousands)
Demand, noninterest bearing $ 75,906 S 86,076
Money market and NOW accounts 168,811 163,671
Savings 21,432 57,220
Total non-certificate accounts 266,149 306,967
Term certificates of $250,000 or more 141,076 99,516
Term certificates less than $250,000 147,754 131,946
Total certificate accounts 288,830 231,462

S 554,979 S 538,429

The scheduled maturities of certificates of deposit at December 31, 2023 are as follows:

Year Ending
December 31, 2023 Amount
(In thousands)

2024 $ 276,539
2025 12,087
2026 146
2027 7
2028 51

$ 288,830

32



Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

BORROWINGS

The Bank has a $15,000,000 overnight unsecured line of credit with South State Bank signed in
July 2019. At December 31, 2023 and 2022 there were no advances outstanding on the line of
credit with South State Bank. The Bank also has a $5,000,000 line of credit with ACBB. At
December 31, 2023 and 2022, there were no advances outstanding with ACBB.

FHLB borrowings at December 31, 2023 and 2022 consist of the following:

2023 2022
Weighted Weighted
Average Average
Maturing Amount Rate Amount Rate

(Dollars in thousands)

2023 S - 0.00% S 17,450 3.59%
2024 40,000 4.73 10,000 1.99
2025 20,750 2.68 10,750 1.15
2026 10,000 4.10 - 0.00
2027 - - - 0.00
S 70,750 4.04% S 38,200 2.42%

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 $51 million

of Municipal Letters of Credit with the FHLB with no amounts outstanding as of December 31,
2023 or 2022.
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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 with an initial
annual interest rate fixed at 6.50% for the first five years of the term (the "Fixed Interest Rate
Period"). From and including July 1, 2023, the interest rate adjusts to a floating rate based on
SOFR plus 3.61% until redemption or maturity (the "Floating Interest Rate Period"). The effective
interest rate was 8.91% at December 31, 2023. The Notes are scheduled to mature on July 1,
2028. Subject to limited exceptions, the Company could not redeem the Notes for the first five
years of the term. The Company paid interest in arrears semi-annually during the Fixed Interest
Rate Period. Thereafter, interest is paid quarterly in arrears during the Floating Interest Rate
Period for the remaining 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.

INCOME TAXES

Income tax expense for the years ended December 31, 2023 and 2022 consisted of the following:

2023 2022
(In thousands)
Current income tax expense:
Federal $ 1,198 $§ 2,218
State 367 634
1,565 2,852
Deferred income tax provision (benefit):
Federal 31) (49)
State (120) 34
(151) (16)

$ 1,414 § 2,836
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Notes to Consolidated Financial Statements (Continued)

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, 2023 and 2022, respectively, is as follows:
2023 2022
(In thousands)

Computed expected federal income tax $ 1,251 $ 2,357
Increase (decrease) in income tax expense resulting from:
State income taxes, net of federal benefit 195 527
Bank owned life insurance income 41) (38)
Other 9 (10)

$ 1,414 $ 2,836

The net deferred tax asset consists of the following at December 31, 2023 and 2022:

2023 2022
(In thousands)
Deferred tax assets:
Allowance for loan losses $ 1,167 $ 1,413
Organizational costs - 4
Employee benefit and share based compensation plans 244 236
Accrued compensation 66 108
Non-accrual interest 55 16
State Net Operationg Losses 90 -
Unfunded commitments 46 -
Other 26 9

$ 1,694 $ 1,787

Deterred Tax Liabilities:
Premises and equipment (206) (92)

(206) (92)

$ 1,488 $ 1,695

At December 31, 2023 and 2022, the Bank had no uncertain income tax positions. Federal and
state income tax returns of the Bank for the years 2022, 2021 and 2020 are subject to examination
by the Internal Revenue Service and state taxing authorities, generally for three years after they
were filed.
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Freedom Bancorp, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

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, 2023 and 2022, 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
2023 and 2022. For the years ended December 31, 2023 and 2022, total 401(k) benefit plan
contribution expense was $270,000 and $214,000, respectively.

COMMITMENTS AND CONTINGENCIES

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, 2023, the Bank had the following
financial instruments, whose contract amounts represented credit risk.

2023 2022
(In thousands)
Loan commitments $ 17,644 $ 8,907
Unfunded commitments under lines of credit 55,631 55,462
Standby letters of credit 1,381 1,347
Undisbursed construction loans 39,283 50,055

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.
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Notes to Consolidated Financial Statements (Continued)

COMMITMENTS AND CONTINGENCIES (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.

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.

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).
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Notes to Consolidated Financial Statements (Continued)

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, 2023, 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)

Minimum to Be Well

Minimum Capital Capitalized Under Prompt
Actual Requirement Corrective Action Provisions
Amount Ratio Amount Ratio Amount Ratio

(Dollars in thousands)
December 31, 2023

Total Capital (to Risk-

Weighted Assets) S 78,550 13.63% S 46,117 8.00% S 57,646 10.00%
Tier 1 Capital (to Risk-
Weighted Assets) 74,236 12.88% 34,587 6.00% 46,117 8.00%

Common Equity Tier 1
Capital (to Risk-

Weighted Assets) 74,236 12.88% 25,941 4.50% 37,470 6.50%
Tier 1 Capital (to Average
Assets) 74,236 10.55% 28,142 4.00% 35,177 5.00%

December 31, 2022

Total Capital (to Risk-

Weighted Assets) S 74,315 13.65% S 43,548 8.00% S 54,435 10.00%
Tier 1 Capital (to Risk-
Weighted Assets) 68,888 12.66% 32,661 6.00% 43,548 8.00%

Common Equity Tier 1
Capital (to Risk-

Weighted Assets) 68,888 12.66% 24,496 4.50% 35,383 6.50%
Tier 1 Capital (to Average
Assets) 68,888 10.71% 25,721 4.00% 32,151 5.00%

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

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 Company’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 provided 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. The 2008 Equity Compensation Plan has expired.
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Notes to Consolidated Financial Statements (Continued)

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 estimated 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 was based on the
U.S. Treasury yield curve in effect at the time of grant. The estimated forfeiture rate was 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 was recognized on a straight-line
basis over the requisite service period of the awards. During the year ended December 31, 2023
the Company recorded $29,000 and in 2022, the Company recorded $174,000 of share-based
compensation expense.

There were no forfeitures for the year-ended December 31, 2023. All 131,267 options have vested
as of December 31, 2023. There is no expected future compensation expense to be recognized as
of December 31, 2023. Given the limited trading of the Company’s common stock, the intrinsic
value of the options outstanding is not readily determinable.

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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Notes to Consolidated Financial Statements (Continued)

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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Notes to Consolidated Financial Statements (Continued)

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, 2023 and 2022, segregated by the level of valuation
inputs within the fair value hierarchy utilized to measure fair value:

December 31, 2023
Total Level 1 Level 2 Level 3
(In thousands)

Mortgage-backed securities $ 59 $ - $ 59 $ -
$ 59 S - $ 59 $ -
December 31, 2022
Total Level 1 Level 2 Level 3
(In thousands)
Mortgage-backed securities $ 66 § - $ 66 $ -
S 66 S - S 66 $ -

There were no financial assets or liabilities measured at fair value on a nonrecurring basis at
December 31, 2023 and 2022.

SUBSEQUENT EVENTS

Management has evaluated subsequent events through March 7, 2024, 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.
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Unwavering Determination

Freedom Bank stayed the course during a very challenging economic

year. We continued to lend money and assisted many existing and new
clients with opportunistic purchases and refinances. Our portfolio remains
pristine even as interest rates and property expenses rose. We experienced
better-than-peer loan growth of 77%. Throughout the year, the lending
team didn't waiver and capitalized on business they sought personally from
existing and new referral sources. It is our privilege, honor, and responsibility
to provide products and services to assist those in our community to thrive.

132

In this fast-paced market, a bank that

provides personalized services and quick

* deal closures is vital for expanding a
landlord’s portfolio. Freedom Bank acts

not just as a financier but as a trusted
partner and is key to our success.

Brian J. Drost Jr.
Principal of
Drost Development
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LOOKING FORWARD

We continue to source new business opportunities while always providing

the products and services our customers deserve and expect from us. Our
commitment to high-tech, high-touch has not waivered as we continue
to ensure we have the latest technology available to our customers from
both a product and services perspective and an information technology
perspective. We live and work in the communities we serve and have
earned a network of clients that we build relationships and

friendships with. Our desire is to successfully grow together.

Corporate and
Government Banking Division

At the tail end of 2023, Freedom Bank seized the

opportunity to significantly enhance our government
and corporate banking initiative and acquired : :
talented individuals to focus on collaborating S Joseph Luppino
with centers of influence in those industries. ~ ~ First Vice President

We have a proven platform for success and

expect to forge many new relationships in

2024 and beyond. The division leader, Thomas
Guinan, has developed corporate deposit and loan
business in the Northern NJ market for decades and
the First Vice President, Joseph Luppino, came to us
with decades of experience and credentials in municipal
government having served as Bergen County's CFO for
many years. This new division will expand our roots in Thomas Guinan

‘s A L i e
the communities we serve and build value for the future. xecutive VigEHSESEENE



’\/
FREEDOM BANCORP, INC.

East Rutherford Guttenberg Mahwah Maywood Ridgewood

80 Route 17 N. 6812 Park Ave. 380 Route 17 S. 99 West Essex St. 375 Route 17 S.

East Rutherford, NJ Guttenberg, NJ Suite 4 2nd Floor Ridgewood, NJ
Mahwah, NJ Maywood, NJ

Member@
www.FBNJ.com | (201)599-3000 FDIC =

vvvvvvvvvvv



	FRE-14779 Post Annual Meeting on Site.pdf
	Final- Freedom Bancorp Annual Report  Ver 7.pdf

