
 

 
 
State Bank of India 
(California) 
 
FINANCIAL STATEMENTS 

Including Independent Auditor’s Report 

As of and for the Years Ended March 31, 2025 and 2024



STATE BANK OF INDIA (CALIFORNIA) 
 

TABLE OF CONTENTS 
 

 
 

 

Independent Auditor’s Report on the Financial Statements .............................................................. 2-3 
 
Financial Statements 
 
Balance Sheets  ........................................................................................................................................... 4 
 
Statements of Income .................................................................................................................................. 5 
 
Statements of Comprehensive Income ........................................................................................................ 6 
 
Statements of Changes in Stockholder’s Equity .......................................................................................... 7 
 
Statements of Cash Flows  .......................................................................................................................... 8 
 
Notes to Financial Statements ..............................................................................................................9 - 38 
 
Independent Auditor’s Report on Supplementary Information ........................................................... 39 
 
Consolidated Financial Reporting Package Prepared in Accordance with Relevant Accounting Standards 
Issued by the India Chartered Accountants Institute 



 

 

 
 

 

2 

Independent Auditor’s Report 
 
 
Board of Directors 
State Bank of India (California) 
 
 
Opinion 
We have audited the financial statements of State Bank of India (California) (the Bank), which comprise 
the balance sheets as of March 31, 2025 and 2024, the related statements of income, comprehensive 
income, changes in stockholder’s equity and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Bank as of March 31, 2025 and 2024, 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. 
 
We have also audited, in accordance with auditing standards generally accepted in the United States of 
America (GAAS), the Bank’s internal control over financial reporting as of March 31, 2025, based on 
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission in 2013, and our report dated April 28, 2025, expressed an 
unmodified opinion on the effectiveness of the Bank’s internal control over financial reporting. 
 
Basis for Opinion 
We conducted our audits in accordance with 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 Bank 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 Bank’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.

• 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 Bank’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. 

Irvine, California 
April 28, 2025 
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Assets 2025 2024

Cash and cash equivalents 41,336,529$          31,606,249$          

Certificates of deposit in other financial institutions 2,490,000             2,490,000             

Investment securities available-for-sale, at fair value 94,935,950            93,047,740            

Investment securities held-to-maturity, at amortized cost 9,881,662             7,849,826             

Loans 1,107,496,690       1,025,392,576       

Allowance for credit losses (14,098,492)           (13,953,324)           

Loans, net of allowance 1,093,398,198       1,011,439,252       

Furniture, fixtures and equipment, net 903,008                1,142,479             

Federal Home Loan Bank and Community Development 
  Financial Institutions stock, at cost; and Community Capital 
  Management Community Impact Bond Fund, at net asset value

6,711,870             6,211,281             

Interest receivable and other assets 5,675,216             5,685,294             

Right-of-use assets 5,720,207             4,338,289             

Deferred tax assets, net 9,111,626             9,932,128             

Total assets 1,270,164,266$     1,173,742,538$     

Liabilities and Stockholder’s Equity

Liabilities

Deposits 1,084,545,578$     992,821,339$        

Federal Home Loan Bank borrowings -                       2,000,000             

Lease liability 7,105,839             6,048,876             

Interest payable and other liabilities 5,277,283             7,421,002             

Total liabilities 1,096,928,700       1,008,291,217       

Stockholder’s Equity 

Common stock, $100 par value:

Authorized 2,000,000 shares, 945,000 shares issued and

outstanding 94,500,000            94,500,000            

Additional contributed capital 1,500,000             1,500,000             

Retained earnings 86,320,693            80,232,947            

Accumulated other comprehensive loss (9,085,127)            (10,781,626)           

Total stockholder’s equity                  173,235,566          165,451,321          

Total liabilities and stockholder's equity 1,270,164,266$     1,173,742,538$     
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2025 2024
Interest and dividend income:

Loans and fees 65,616,674$          61,013,627$          
Securities 5,175,722             4,733,103             

Total interest and dividend income 70,792,396            65,746,730            

Interest expense:
Deposits 38,126,894            29,796,866            
Borrowed funds 39,589                  1,166,198             

Total interest expense 38,166,483            30,963,064            
Net interest income before provision for credit losses 32,625,913            34,783,666            

Provision for credit losses 2,075,000             660,000                
Net interest income after provision for credit losses 30,550,913            34,123,666            

Noninterest income:
Income from foreign currency exchange transactions 1,224,572             1,306,290             
Other noninterest income 640,439                603,137                

Total noninterest income 1,865,011             1,909,427             

Noninterest expense:
Salaries and employee benefits 13,125,999            11,622,906            
Occupancy expense 1,497,658             1,945,371             
Furniture, fixtures and equipment expense 389,710                321,197                
Advertising expense 460,516                509,207                
FDIC and other deposit assessments 678,381                632,216                
Other operating expense 4,706,947             4,257,247             

Total noninterest expense 20,859,211            19,288,144            
Income before provision for income taxes 11,556,713            16,744,949            

Income tax provision 2,468,967             3,670,151             
Net Income 9,087,746$            13,074,798$          
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2025 2024

Net Income 9,087,746$            13,074,798$          

Other comprehensive gain (loss):
Net unrealized holding gain (loss) arising during period, net of income 
taxes of $362,439 and ($197,751) in 2025 and 2024, respectively 1,696,499             (461,421)               

Other comprehensive gain (loss) 1,696,499             (461,421)               

Comprehensive Income 10,784,245$          12,613,377$          
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Accumulated

Additional Other

Shares Contributed Retained Comprehensive

Outstanding Issued Capital Earnings  (Loss) Total

Balance, March 31, 2023 945,000         94,500,000$     1,500,000$         71,158,149$     (10,320,205)$    156,837,944$      

Net income -               -                      -                        13,074,798       -                      13,074,798          

Dividend paid -               -                      -                        (4,000,000)        -                      (4,000,000)           

Other comprehensive (loss), fair value 

  adjustments -               -                      -                        -                      (461,421)            (461,421)               

Balance, March 31, 2024 945,000         94,500,000$     1,500,000$         80,232,947$     (10,781,626)$    165,451,321$      

Net income -               -                      -                        9,087,746          9,087,746             

Dividend paid -               -                      -                        (3,000,000)        (3,000,000)           

Other comprehensive gain, fair value 

  adjustments -               -                      -                        1,696,499          1,696,499             

Balance, March 31, 2025 945,000         94,500,000$     1,500,000$         86,320,693$     (9,085,127)$      173,235,566$      

Common Stock
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2025 2024

Cash flows from operating activities
Net Income 9,087,746$            13,074,798$          
Adjustments to reconcile net income to net cash provided by

operating activities:
Provision for credit losses 2,075,000             660,000                
Change in net asset value of equity stock (7,089)                   5,671                    
Decrease (increase) in deferred taxes 93,431                  (654,228)               
Depreciation and amortization 389,710                320,574                
Amortization of premiums and accretion of discounts on securities, net 50,103                  281,708                
Amortization of deferred loan fees, net (403,374)               (310,915)               
Decrease (increase) in interest receivable and other assets 10,078                  (455,253)               
(Increase) Decrease in Right-of-use assets (1,056,963)            1,936,167             
Increase (decrease) in lease liability 732,008                (225,580)               
(Decrease) increase in interest payable and other liabilities (2,143,719)            2,367,511             

Net cash provided by operating activities 8,826,931$            17,000,453$          

Cash flows from investing activities
(Increase) in certificates of deposit in other financial institutions -$                         (249,000)$             
Purchase of investment securities (35,341,311)           (19,287,966)           
Maturities and principal payments on investment securities 33,794,732            28,143,126            
Net change in loans (83,630,572)           (132,808,486)         
Acquisition of furniture, fixtures and equipment (150,239)               (1,085,900)            
Net change in Federal Home Loan Bank and CDFI stocks (493,500)               (793,700)               

Net cash used in investing activities (85,820,890)$         (126,081,926)$       

Cash flows from financing activities
Net increase in deposits 91,724,239$          122,931,479$        
Repayments to Federal Home Loan Bank borrowings (2,000,000)            (36,000,000)           
Dividend paid to parent bank (3,000,000)            (4,000,000)            

Net cash provided by financing activities 86,724,239$          82,931,479$          

Net increase (decrease) in cash and cash equivalents 9,730,280$            (26,149,994)$         

Cash and cash equivalents, beginning of year 31,606,249            57,756,243            

Cash and cash equivalents, end of year 41,336,529$          31,606,249$          

Supplemental disclosures of cash flow information
Cash paid for interest 45,382,584$          23,003,749$          

Cash paid for income taxes 1,475,000$            2,722,000$            

ROU asset/liability addition-net 324,955$              396,368$              
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies 
 
Nature of business: State Bank of India (California) (the Bank) is a California State Chartered Bank and 
a wholly owned subsidiary of the State Bank of India (the Parent Bank), a corporation in India. The Bank 
provides community-based retail and commercial banking services through seven branches in California.  
The Bank has seven branches in Sunnyvale, Fremont, Fresno, Woodland Hills, Cerritos, Los Angeles, and 
San Diego. 
 
The Bank provides retail and internet banking services, commercial and real estate loans to its customers, 
substantially all of whom are small and middle-market businesses or residents in the Bank’s service areas. 
Generally, those loans are collateralized by business assets and/or real estate of customers primarily in the 
state of California. The Bank also participates in Shared National Credit (SNC) loans. 
 
A summary of the Bank’s significant accounting policies is as follows: 
 
Accounting policies: The accounting and reporting policies of the Bank are in accordance with United 
States generally accepted accounting principles (GAAP) and conform to industry standards. 
 
Use of estimates: The preparation of the financial statements in conformity with GAAP requires 
management to make estimates based on assumptions about future economic and market conditions that 
affect the reported amounts of assets and liabilities at the date of the financial statements and income and 
expenses during the reporting period and the related disclosures. Although the Bank’s estimates 
contemplate current conditions and how the Bank expects them to change in the future, it is reasonably 
possible that actual results could differ from those estimates and could be worse than anticipated in those 
estimates, which could materially affect the Bank’s results of operations and financial condition. A material 
estimate that is particularly susceptible to significant change in the near term is the allowance for credit 
losses. Other estimates significant to the financial statements include the fair value of securities and the 
recognition of deferred tax assets. 
 
Service charges: Service charges include deposit and lending-related fees.  Deposit-related fees consist 
of fees earned on consumer and commercial deposit activities and are generally recognized when the 
transactions occur or as the service is performed such as ATM fees, wire transfer fees, check processing 
fees.  Lending-related fees generally represent transactional fees earned from certain loan commitments, 
financial guarantees and standby letters of credit.(SBLCs). 
 
Cash and cash equivalents: For the purpose of the statement of cash flows, cash and cash equivalents 
include cash on hand, cash items in process of collection, amounts due from correspondent banks, the 
Federal Home Loan Bank, and the Federal Reserve Bank and certificate of deposit investments with original 
maturity dates less than 90 days.  Cash flows are reported net for customer loan and deposit transactions. 
 
The Bank maintains amounts due from banks which, at times, may exceed federally insured limits. The 
Bank has not experienced any losses in such accounts. 
 
Certificates of Deposit in Other Financial Institutions: The Bank’s investments in certificates of deposit 
issued by other financial institutions are generally fully insured by the FDIC up to the applicable limit of 
$250,000. The current remaining maturity of the Bank’s certificate of deposit in other financial institutions 
at March 31, 2025 was 1.51 years. 
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 
Investment Securities — The Bank classifies as held-to-maturity (HTM) those debt securities that the 
Bank has the positive intent and ability to hold to maturity. Securities classified as trading are those 
securities that are bought and held principally for the purpose of selling them in the near term. All other debt 
and equity securities are classified as available-for-sale (AFS). HTM securities are accounted for at cost 
and adjusted for amortization of premiums and accretion of discounts. Trading securities are accounted for 
at fair value with the unrealized gains and losses being included in current earnings. AFS securities are 
accounted for at fair value, with the net unrealized gains and losses, net of income tax effects, presented 
as other comprehensive income (loss), a separate component of stockholders’ equity. Realized gains and 
losses on sales of securities are recognized in earnings at the time of sale and are determined on a specific-
identification basis. Purchased premiums and discounts are recognized in interest income using the 
effective-yield method over the estimated terms of the securities. For mortgage-backed securities (“MBS”), 
the amortization or accretion is based on estimated average lives of the securities. The lives of these 
securities can fluctuate based on the amount of prepayments received on the underlying collateral of the 
securities. As principal repayments are received on securities a pro-rata portion of the unamortized 
premium or discount is recognized in interest income so that the effective interest rate on the remaining 
portion of the security continues unchanged. Any decision to sell a security classified as available-for-sale 
would be based on various factors, including significant movements in interest rates, changes in the 
maturity mix of the Bank’s assets and liabilities, liquidity needs, regulatory capital considerations and other 
similar factors 
 
In accordance with ASU No. 2016-13, “Financial Instruments — Credit Losses (Topic 326): Measurement 
of Credit Losses on Financial Instruments”, AFS debt securities are measured at fair value and are subject 
to impairment testing. A security is impaired if the fair value of the security is less than its amortized cost 
basis. When an available-for-sale debt security is considered impaired, the Bank must determine if the 
decline in fair value has resulted from a credit-related loss or other factors and then, (1) recognize allowance 
for credit losses by a charge to earnings for the credit-related component (if any) of the decline in fair value, 
and (2) recognize in other comprehensive income (loss) non-credit related components of the fair value 
decline (if any). If the amount of the amortized cost basis expected to be recovered increases in a future 
period, the valuation allowance would be reduced, but not more than the amount of the current existing 
allowance for that security. 
 
The amortized cost of the Bank’s HTM and AFS debt securities exclude accrued interest, which is included 
in “accrued interest receivable” on the Bank’s Balance Sheets. The Bank has made an accounting policy 
election not to measure an allowance for credit losses for accrued interest receivables on debt securities 
since the Bank timely reverses any previously accrued interest when the debt security remains in default 
for an extended period. The Bank assesses the default status of each security as defined by the debt 
security’s specific security structure. 
 
Federal Home Loan Bank stock: The Bank is a member of the Federal Home Loan Bank of San 
Francisco. Members are required to own a certain amount of stock based on the level of borrowings and 
other factors and may invest in additional amounts.  FHLB stock is carried at cost, classified as a restricted 
security, and periodically evaluated for impairment based on ultimate recovery of par value. Both cash and 
stock dividends are reported as income. No impairment losses have been recorded during the years ended 
March 31, 2025 and 2024. 
 
Other stock:  The Bank also has an investment in stocks of different Community Development Financial 
Institutions (“CDFI”) The total investment in the CDFI stock was $767,600 and $517,600 as of March 31, 
2025 and 2024, respectively. 
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 
respectively.  CDFI stock is carried at cost, classified as a restricted security, and periodically evaluated for 
impairment based on ultimate recovery of par value.  No impairment losses have been recorded during the 
years ended March 31, 2025 and 2024.  The Bank has invested in Community Capital Management.  
 
Community Impact Bond Fund (“CCM fund”) for Community Reinvestment Act (“CRA”) purpose. Total 
investment in CCM fund as of March 31, 2025 and 2024 were $448,970 and $441,881, respectively.  CCM 
fund is carried at net asset value and changes thereof are charged to earnings. 
 
Loans: Loans that management has the intent and ability to hold for the foreseeable future or until maturity 
or payoff are reported at the principal balance outstanding, net of deferred loan fees and costs, and an 
allowance for credit loss.  Deferred fees and costs are amortized to interest income over the contractual life 
of the loan using the interest method.  
 
The Bank’s loan portfolio consists of the following types of loans: 
 

Commercial real estate loans: Commercial real estate loans are primarily secured by apartment 
buildings, office and industrial buildings, warehouses, small retail shopping centers and various special 
purpose properties, including hotels, restaurants and nursing homes. Although terms vary, commercial 
real estate loans generally have amortization periods of 15 to 30 years, as well as balloon payments of 5 
to 10 years, and terms which may provide that the interest rates thereon may be adjusted annually at the 
Bank’s discretion, based on a designated index. 

 
Commercial real estate and multifamily real estate loan underwriting standards are governed by the loan 
policies in place at the time the loan is approved. These loans are viewed primarily as cash flow loans 
and secondarily as loans secured by real estate. Commercial real estate lending typically involves higher 
loan principal amounts and repayment of these loans is generally largely dependent on the successful 
operation of the property securing the loan or the business conducted on the property securing the loan. 
Commercial real estate loans may be more adversely affected by conditions in the real estate markets or 
in the general economy. The properties securing the Bank’s commercial real estate portfolio are diverse 
in terms of type and geographic location. 
 
Commercial and industrial loans: Commercial and industrial loans are loans, or lines of credit, for 
commercial, corporate and business purposes, including issuing letters of credit. The Bank’s commercial 
business loan portfolio is comprised of loans for a variety of purposes and generally is secured by 
receivables, equipment, machinery, deposits held by the Bank and other business assets. Commercial 
business loans generally have terms of 10 years or less and may have interest rates that float in 
accordance with a designated published index. Generally, such loans, excluding SNC loans, are secured 
and backed by the personal guarantees of the owners of the business. Commercial and industrial loans 
are underwritten after evaluating and understanding the borrower’s ability to operate profitably and 
prudently expand its business. The Bank’s management examines current and projected cash flows to 
determine the ability of the borrower to repay his/her obligations as agreed. Commercial and industrial 
loans are primarily made based on the identified cash flows of the borrower and secondarily on the 
underlying collateral provided by the borrower. The actual cash flows from borrowers, however, may differ 
from projected amounts and the collateral securing these loans may fluctuate in value. 
 
The Bank participates in Shared National Credit (SNC) loans. A SNC is any loan or formal commitment, 
and any asset such as real estate, stocks, notes, bonds, and debentures taken as debts previously 
contracted, extended to borrowers by a federally supervised institution, its subsidiaries, and affiliates, that 
aggregates to $100 million or more and is shared by three or more unaffiliated federally supervised 
institutions, or a portion of which is sold to two or more such institutions. 
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 

 
Allowance for Credit Losses (ACL) 
 
Key to operating a safe and sound financial institution is the on-going supervision and monitoring of the 
loan portfolio and the maintenance of adequate provision for loan and lease loss reserves. Allowance for 
Credit Losses (ACL) is a valuation reserve that is intended to estimate credit losses expected over the 
contractual life of the financial asset. The Bank adopted ASU 2016-13 effective April 1, 2023. 

 
The Bank supports and records its best estimate of ACL, considering the effects of past events, current 
conditions, and reasonable and supportable forecasts on the collectability of financial assets as of the 
reporting date. The methods used to determine the ACL are generally applied consistently over time and 
reflect the Bank’s current expectation of future lifetime credit losses.  The selected method(s) are deemed 
to be appropriate for the financial assets being evaluated and consistent with the institution’s size and 
complexity. The Bank considers the need to qualitatively adjust expected credit loss estimates for 
information not already captured in the loss estimation process. As a policy election, the Bank excludes the 
accrued interest receivable balance from the amortized cost basis of financing receivables and HTM 
securities, as well as AFS securities from the ACL computation, and discloses total accrued interest 
receivable separately on the balance sheet. If accrued interest is deemed uncollectible, it is reversed 
against interest income. 

 
Under ASC 326-20-30-2 and 326-20-55-5, the Bank will aggregate financial assets on the basis of similar 
risk characteristics. The Bank selected a segmentation based on loan type code for estimating credit losses. 
In Note 3 – Loans and Allowance for credit losses, the loans categorized as real estate loans including real 
estate component for SBA loans are grouped together and the loans categorized as commercial and 
industrial loans including commercial and industrial loan component for SBA loans are grouped together  

Specifically, those categories are as follows:   
 Real Estate Loans Secured by Multi-Family Properties (Multi-Family) 
 Real Estate Loans (Non-Res) - Secured by Existing Commercial Properties utilized primarily for 

hotel purposes (CRE – Hotel) 
 Real Estate Loans (Non-Res) – Other - Secured by Existing Commercial, Industrial Properties, 

or Office Properties used for Other than Hotel & MFR purposes (CRE – Other) 
 Real Estate - Construction & Land Loans 
 Commercial and Industrial Loans (C & I - Business Loans) 
 Commercial and Industrial Loans (C & I - Shared National Credits) 
 Commercial and Industrial Loans (C & I - Other) 
 Small Business Loans backed by the Small Business Administration (SBA) guaranty. 

 
The discounted cash flow (DCF) models have been accepted as best practice for adherence to other 
analogous accounting standard objectives. Forward-focused cash flow models are commonly deployed to 
accommodate both fair value and purchased credit impaired requirements resulting in an approach that 
has a precedent of successful audits and examinations. The Bank has elected to use this approach after 
analysis, consideration, and due to its limited historical loan data availability caused by a core conversion 
in 2016.  In order to reduce the complexity of the model, the Bank has elected to perform cash flow modeling 
without the present value component. No discounting is performed in the reserve calculation. Expected 
losses are calculated via a gross loss rate and recovery rate assumption.  
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 

Under ASC 326-20-30-6, an entity shall estimate expected credit losses over the contractual term of the 
financial asset. The Bank considered the guidance under ASC 326-20-30-4 to account for assets under the 
Amortized Cost Basis notion but determined that book balance materially represents the amortized cost 
basis for the assets analyzed. The Bank elected to re-amortize fixed payment loans in the analysis, in lieu 
of using contractual payment information as provided by the loan system, due to the current modeling 
approach not adjusting for changing payment structures. 
 
Regression analysis, designed to quantify the impact of reasonable and supportable forecasts in projective 
models, utilizes top-down data from prior cycles, both the institution’s own data and peer institution data 
from FFIEC Call Report filings. There are 7 unique peer groups Identified at peer institutions at the 
segment level: Construction, 1-4 Family, CRE, Multifamily, C&I, Consumer, and Agriculture. The Bank 
prioritized internal data but utilized relevant peer data due to statistical relevance concerns (low 
observation counts), historical data limitations, and the inability to secure through the cycle loan-level 
data. The Bank prioritized local institutions in California and surrounding states. Data used in the model 
is sourced from the model provider’s databases with strict accuracy and access controls. Economic data 
is sourced from FRED (Federal Reserve Economic Data) via API. Asset performance data (gross 
charge-offs and balances) is sourced from the model provider’s Peer Analysis application. The 
application’s source of information is the FFIEC (Federal Financial Institutions Examination Council). 
The Bank prioritized local economic factors but found forecasts difficult and costly to secure and has 
opted to use national-level factors that provide a balance between availability and relevancy. 
 
In accordance with ASC 326-20-30-9, the Bank has exercised specific judgements in making or obtaining 
reasonable and supportable forecasts of expected credit losses. The Bank obtains macroeconomic 
forecasts for the factors selected in each model from the Federal Open Market Committee (FOMC). The 
Bank has elected to forecast the first 4 quarters of the credit loss estimate and revert on a straight-line basis 
as permitted in ASC 326-20-30-9.  Based on the final values in the forecast and the uncertainty of a post-
pandemic recovery, the Bank has elected to revert over 4 quarters. The economic factors that are 
considered as part of the ACL were selected after a rigorous regression-based process. The selected look-
back period is assumed to be predictive of estimated expected losses. Management has determined that 
the forecast source provided scenario and the underlying assumptions most closely align with current and 
expected conditions. There are no periods during the reasonable and supportable forecast period where 
the loss rates have been overridden or altered by management. 
 
Under ASC 326-20-30-6, contractual terms must be adjusted for prepayment rates in modeling 
amortizing/installment notes, and curtailment rates in modeling loans where principal collection is 
dominated by borrower election (e.g., lines of credit, interest-only). Prepayment amounts each month are 
calculated based on the balance prior to any adjustment for scheduled principal payment or default. 
Management elected to use benchmarks produced by the model provider in its rate studies, in the 
application of prepayment and curtailment rates. 
 
Under ASC 326-20-30-11, liability for credit losses is not required for off-balance-sheet credit exposure 
defined as unconditionally cancelable. By contract, the Bank can cancel the exposure preventing future 
credit loss. As such, management has applied zero funding rate and thus zero loss rates for its 
unconditionally cancellable unfunded commitments. 

 
 
 
 
 



  STATE BANK OF INDIA (CALIFORNIA) 
 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Years Ended March 31, 2025 and 2024 

 

Page 14 
 

NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 

In addition to the estimation of the ACL via quantitative analysis, the Bank makes qualitative adjustments 
in accordance with Topic 326. The Bank assesses current conditions and reasonable supportable forecasts 
based on current qualitative or environmental factors, that are likely to cause estimated credit losses to 
differ from the estimation of the ACL quantitative experience. The adjustments generated by this additional 
analysis, referred to as Qualitative Risk Factor Adjustments, address: 

 
o Changes in lending policies and procedures.  
o Changes in international, national, regional, and local economic and business conditions and 

developments.  
o Changes in the nature and volume of the portfolio.  
o Changes in the experience, ability, and depth of lending staff.  
o Changes in the volume and severity of past due loans, the volume of non-accrual loans, and the 

volume and severity of adversely classified or graded loans.  
o Changes in the quality of loan review system.  
o Changes in the value of underlying collateral for collateral-dependent loans.  
o Changes in the level of loan concentrations.  
o Changes in external factors such as competition and legal and regulatory requirements.  

 
Significant judgment is exercised in determining the Qualitative Risk Factor Adjustments. In support of this 
judgment, explanations of how current information, events, circumstances and conditions are reflected in 
the adjustments, how the impact of the adjustments was estimated, and a discussion of any other 
information available to support the reasonableness of the adjustments, have been documented in the 
periodic ACL estimation process in accordance with GAAP requirements.  
 
In accordance with 326-20-30-2, the Bank evaluates individual instruments for expected credit losses when 
those instruments do not share similar risk characteristics with instruments evaluated using a collective 
(pooled) basis.   Individual analysis will establish a specific reserve for instruments in scope. Collateral 
dependent or secured loans utilizes the collateral method to determine if a loss reserve is necessary, based 
the comparison between net realized value of the collateral and the total recorded investment. Net realized 
value is determined after applying discount rates (or haircuts) to appraised values, including selling and 
administrative costs, and other expenses necessary to liquidate the collateral. The total recorded 
investment is determined by the loan’s book balance (the current balance adjusted for charge-offs and 
recoveries), accrued interest, net deferred fees and costs, unamortized premium and discounts, fair value 
premium and discounts related to acquisition accounting.  If a loan is determined not collateral dependent, 
the loan can be analyzed based on the cash flow method, or the comparison between present value of 
cash flows and the total recorded investment. Present value of cash flows is determined by discounting at 
the effective interest rate.  In some uncommon cases, the loan can be analyzed based on its market price 
compared to par. The collateral value and cash flow method are generally accepted and preferred 
methodologies when determining the loss reserve for a loan.  
 
Nonaccrual and past due loans: The Bank generally places loans on nonaccrual status when: 

 The full and timely collection of interest or principal becomes uncertain. 
 They are 90 days past due for interest or principal, unless both well-secured and in the process of 

collection. 
 Part of the principal balance has been charged off and no restructuring has occurred. 

 
When the Bank places a loan on nonaccrual status, the Bank reverses the accrued unpaid interest 
receivable against interest income and amortization of any net deferred fees is suspended. A loan will 
remain in accruing status provided it is both well-secured and in the process of collection. If the ultimate 
collectability of a loan is in doubt and the loan is on nonaccrual, the cost recovery method is used and cash  
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 
collected is applied to first reduce the principal outstanding. Generally, the Bank returns a loan to accrual 
status when all delinquent interest and principal become current under the terms of the loan agreement and 
collectability of remaining principal and interest is no longer doubtful. 
 
For modified loans, the Bank underwrites at the time of a restructuring to determine if there is sufficient 
evidence of sustained repayment capacity based on the borrower’s financial strength, including 
documented income, debt to income ratios and other factors. If the borrower has demonstrated 
performance under the previous terms and the underwriting process shows the capacity to continue to 
perform under the restructured terms, the loan will remain in accruing status. Loans will be placed on 
nonaccrual status and a corresponding charge-off is recorded if the Bank believes it is probable that 
principal and interest contractually due under the modified terms of the agreement will not be collectible. 
 
The Bank’s loans are considered past due when contractually required principal or interest payments have 
not been made on or before the due dates. 
 
Loan charge-off policies: For commercial loans secured by collateral, the Bank generally fully charges 
off or writes down to net realizable value when: 
 

 Management judges the loan to be uncollectible. 
 

 Repayment is deemed to be protracted beyond reasonable time frames. 
 

 The loan has been classified as a loss by either the Bank’s internal loan review process or the 
Bank’s banking regulatory agencies. 

 
 The customer has filed bankruptcy and the loss becomes evident owing to a lack of assets. 

 
 The loan is 180 days past due unless both well-secured and in the process of collection. 

 
Troubled debt restructuring: In March 2022, the Financial Accounting Standards Board (FASB) issued 
ASU No. 2022-02, Financial Instruments— Credit Losses (Topic 326): Troubled Debt Restructurings 
(TDRs) and Vintage Disclosures. The Bank adopted the ASU on April 1, 2023, including the guidance on 
the recognition and measurement of TDRs under the modified retrospective approach. Adopting these 
amendments has no impact on the Financial Statements.  
 
ASU 2022-02 eliminates the accounting and disclosure requirements for TDRs, including the requirement 
to measure the ACL for TDRs using a discounted cash flow (DCF) approach. With the elimination of TDR 
accounting requirements, reasonably expected TDRs are no longer considered when determining the term 
over which to estimate expected credit losses. The ACL for modified loans that are collateral dependent 
continues to be based on the fair value of the collateral. 
 
As of March 31, 2025 and 2024, the Bank did not have any loans made to borrowers experiencing financial 
difficulty that were modified that subsequently defaulted. Payment default is defined as movement to 
nonaccrual (nonperforming) status, foreclosure or charge-off, whichever occurs first. 
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 
Foreclosed assets: Foreclosed assets obtained through the Bank’s lending activities primarily include real 
estate. These assets are recorded at fair value, net of estimated selling costs with a charge to the allowance 
for credit losses at the time of foreclosure. The Bank allows up to 90 days after foreclosure to finalize 
determination of net realizable value. Thereafter, changes in net realizable value are recorded to non-
interest expense. The net realizable value of these assets is reviewed and updated periodically depending 
on the type of property. 
 
Transfers of financial assets: Transfers of financial assets are accounted for as sales only 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 Bank, (2) the transferee obtains the right to pledge or exchange 
the assets it received, and no condition both constrains the transferee from taking advantage of its right to 
pledge or exchange and provides more than a modest benefit to the transferor, and (3) the Bank does not 
maintain effective control over the transferred assets through an agreement to repurchase them before 
their maturity or the ability to unilaterally cause the holder to return specific assets. In addition, for transfers 
of a portion of financial assets (for example, participations of loan receivables), the transfer must meet the 
definition of a participating interest in order to account for the transfer as a sale.  
 
Following are the characteristics of a participating interest: 
 

 Pro rata ownership in an entire financial asset. 
 

 From the date of the transfer, all cash flows received from entire financial assets are divided 
proportionately among the participating interest holders in an amount equal to their share of 
ownership. 
 

 The rights of each participating interest holder have the same priority, and no participating interest 
holder’s interest is subordinated to the interest of another participating interest holder. That is, no 
participating interest holder is entitled to receive cash before any other participating interest holder 
under its contractual rights as a participating interest holder. 
 

 No party has the right to pledge or exchange the entire financial asset unless all participating 
interest holders agree to pledge or exchange the entire financial asset. 

 
Other off-balance-sheet instruments: In the ordinary course of business, the Bank enters into off-
balance-sheet financial instruments consisting of commitments to extend credit, commercial letters of credit  
and standby letters of credit. Such financial instruments are recorded in the financial statements when they 
are funded. Under ASC 326-20-30-11, the Bank shall record a liability for lifetime expected losses on off-
balance-sheet credit exposure. In this measurement, management has followed the applicable guidance in 
its estimation of lifetime credit risk on commitments that do not meet the definition of unconditionally 
cancelable. As at March 31, 2025 and 2024, the Bank has no estimated credit losses for off balance sheet 
credit exposures.  
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 
Accounting for Derivative Hedging 
 
The Bank accounts for its hedging activities in accordance with ASC 815, Derivatives and Hedging. As a 
general rule, hedge accounting is permitted where the Bank is exposed to a particular risk, such as interest 
rate risk, that causes changes in the fair value of an asset or liability or variability in the expected future 
cash flows of an existing asset, liability or a forecasted transaction that may affect earnings. 
 
Derivative contracts hedging the risks associated with changes in fair value are referred to as fair value 
hedges, while contracts hedging the variability of expected future cash flows are cash flow hedges.  
To qualify as an accounting hedge under the hedge accounting rules (versus an economic hedge where 
hedge accounting is not applied), a hedging relationship must be highly effective in offsetting the risk 
designated as being hedged. The hedging relationship must be formally documented at inception, detailing 
the particular risk management objective and strategy for the hedge. This includes the item and risk(s) 
being hedged, the hedging instrument being used and how effectiveness will be assessed. 
 
The effectiveness of these hedging relationships is evaluated at hedge inception and on an ongoing basis 
both on a retrospective and prospective basis, typically using quantitative measures of correlation. Hedge 
effectiveness assessment methodologies are performed in a similar manner for similar hedges and are 
used consistently throughout the hedging relationships. The assessment of effectiveness may exclude 
changes in the value of the hedged item that are unrelated to the risks being hedged and the changes in 
fair value of the derivative associated with time value. 
 
The Bank’s fair value hedges include an interest rate risk hedge of a fixed rate loans and investments or 
deposits to floating rate.  For qualifying fair value hedges of interest rate risk, the changes in the fair value 
of the derivative and the change in the fair value of the hedged item attributable to the hedged risk are 
presented within Interest income or Interest expense based on whether the hedged item is an asset or a 
liability. 
 
Fair value: Under applicable accounting guidance, fair value is defined as the exchange price that would 
be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous 
market for the asset or liability in an orderly transaction between market participants on the measurement 
date. The Bank determines the fair values of its financial instruments based on the fair value hierarchy 
established under applicable accounting guidance, which requires an entity to maximize the use of 
observable inputs and minimize the use of unobservable inputs when measuring fair value.  
 
The Bank categorizes its assets that are carried at fair value based on the priority of inputs to the valuation 
technique as discussed below.  
 
The following describes the three-level hierarchy: 

 Level 1: Quoted prices in active markets for identical assets or liabilities. Level 1 assets and 
liabilities include debt and equity securities and derivative contracts that are traded in an active 
exchange market, as well as certain U.S. Treasury securities that are highly liquid and are actively 
traded in over-the-counter markets. 
 

 Level 2: 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 
less frequently than exchange traded. Instruments and derivative contracts whose value is 
determined using a pricing model with inputs that are observable in the market or can be derived 
principally from or corroborated by observable market data.  
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 

This category generally includes U.S. government and agency mortgage-backed debt securities, 
corporate debt securities and derivative contracts. 
 

 Level 3: 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 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. 

 
For more information on the fair value of the Bank’s financial instruments see Note 14. 
 
Furniture, fixtures and equipment: Furniture, fixtures and equipment with average useful lives of 
approximately 4 years, are stated at cost, less accumulated depreciation. Depreciation is computed on a 
straight-line basis over the estimated useful lives of the respective assets or the lesser of the term of the 
lease, for leasehold improvements. Upon sale or retirement of such assets, the related cost and 
accumulated depreciation are eliminated from the accounts and gains or losses are reflected in operations. 
Repairs and maintenance expenditures not anticipated to extend asset lives are charged to operations as 
incurred.  
 
Operating Leases: The Bank has adopted ASU 2016-02, Leases -Topic 842 or ASC 842 to account for its 
operating leases.   
 
For its operating leases, the Bank has adopted the following: 1) recognize ROU asset and lease liability, 
initially measured at the present value of the lease payments on the balance sheet and 2) recognize a 
single lease cost, calculated so that the cost of the lease is allocated over the lease term on a straight-line 
basis.  The Bank has elected not to separate non-lease components from lease components and instead 
elected to account for each separate lease component and the non-lease components associated with that 
lease component as a single lease component. The Bank has elected to use the remaining lease term and 
remaining minimum lease payments in setting the adoption date incremental borrowing rate “(IBR”) instead 
of the total lease term and total minimum payments. The Bank has used FHLB secured borrowing rates for 
the equivalent term as the IBR for each lease. The ROU asset was $5.7 million and $4.34 million as at 
March 31, 2025 and 2024 respectively and the lease liability was $7.1 million and $6.05 million as at March 
31, 2025 and 2024 respectively.  
 
Income taxes: The Bank determines income tax expense using the liability method. Current income tax 
expense approximates taxes to be paid or refunded for the current period. Deferred tax assets and liabilities 
are based on the tax effects of the differences between the book and tax bases of assets and liabilities and 
recognizes enacted changes in tax rates and laws in the period in which they occur. Deferred income tax 
expense results from changes in deferred tax assets and liabilities between periods. Deferred tax assets 
are recognized subject to management’s judgment that realization is more likely than not. A tax position 
that meets the “more likely than not” recognition threshold is measured to determine the amount of benefit  
 
to recognize. The tax position is measured at the largest amount of benefit that is greater than 50 percent 
likely of being realized upon settlement. Interest and penalties are recognized as a component of income 
tax expense. 
 
The Bank is no longer subject to U.S. federal income tax examinations by the Internal Revenue Service for 
years before March 31, 2021. However, the Bank’s Federal income tax returns for 2021 to 2024 are subject 
to examination by the IRS, generally for three years after they were filed.  
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 
Prior to 2014, the Bank determined its California franchise tax using the Water’s Edge Method based on a 
proportionate share of combined U.S. income with the Parent Bank and, accordingly, was different than 
that based on the Bank’s stand-alone taxable income or taxable loss. In January 2014, a tax sharing 
agreement was approved by the Reserve Bank of India. The tax sharing agreement was approved by the 
Parent Bank and the Bank in February 2014 and was amended on February 2025 principally enhancing 
documentation evidencing regulation W analysis related to pledged securities. Under the tax sharing 
agreement, and as required by banking regulations for transactions with affiliated parties, the Bank’s 
California franchise tax is to be computed under both the Water’s Edge Method and a stand-alone basis, 
with the Bank’s liability being the lesser of the two amounts.   
 
The Bank regularly reviews the carrying amount of its deferred income tax assets to determine if the 
establishment of a valuation allowance is necessary. If based on the available evidence it is more likely 
than not that all or a portion of the Bank’s deferred income tax assets will not be realized in future periods, 
a deferred income tax valuation allowance would be established. Consideration is given to various positive 
and negative factors that could affect the realization of the deferred income tax assets. In evaluating this 
available evidence, management considers, among other things, historical financial performance, 
expectation of future earnings, the ability to carry back losses to recoup taxes previously paid, length of 
statutory carry forward periods, experience with operating loss and tax credit carry forwards not expiring 
unused, tax planning strategies and timing of reversals of temporary differences. Significant judgment is 
required in assessing future trends and the timing of reversals of temporary differences. The Bank’s 
evaluation is based on current tax laws as well as management’s expectations of future performance.  
 
Comprehensive income: GAAP requires 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 
balance sheets, such items, along with net income or loss, are components of comprehensive income. 
Gains and losses on available-for-sale securities are included in earnings upon sale of the securities.  
 
Currency transactions: In the ordinary course of business, the Bank enters into foreign currency 
transactions, specifically the purchase and sale of Indian currency known as Rupees. Rupees are recorded 
at cost in the financial statements at the time of purchase. Realized gains and losses are recognized at the 
prevailing market exchange rate on a weekly or monthly basis. 
 
Impairment of long-lived assets and intangibles: The Bank reviews its long-lived assets for impairment 
annually or when events or circumstances indicate that the carrying amount of these assets may not be 
recoverable. An asset is considered impaired when the expected undiscounted cash flows over the 
remaining useful life are less than the net book value. When impairment is indicated for an asset, the 
amount of impairment loss is the excess of the net book value over its fair value. 
 
Advertising: Advertising costs are expensed as of the first date the advertisements take place.  
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NOTE 1 – Nature of Business and Summary of Significant Accounting Policies (cont.) 
 
Recent Accounting Pronouncements:   
 
Income Taxes 
On December 14, 2023, the FASB issued ASU 2023-09 Income Taxes (Topic 740) - Improvements to 
Income Tax Disclosures. This ASU enhances annual income tax disclosures to address investor requests 
for more detailed information about tax risks and improved transparency of income tax disclosures. The 
two primary enhancements disaggregate existing income tax disclosures related to the effective tax rate 
reconciliation and information on income taxes paid disaggregated by jurisdiction. This ASU is effective for  
annual reporting periods beginning after December 15, 2024 and are to be applied on a prospective basis;  
early adoption is permitted. The adoption of this ASU has no material impact on the Bank’s financial 
statements. 
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NOTE 2 – Investment Securities 

 
The amortized cost and fair value of investment securities are summarized as follows at March 31: 
 

Gross Gross
Amortized Unrealized Unrealized

Cost Gains Losses Fair Value

Investment securities available-for-sale
U.S. government agency collateralized

mortgage obligations and mortgage-backed
securities, residential 70,992,728        75,764               (10,184,190)      60,884,302        

U.S. Treasury Notes 27,849,498        4,994                 (1,893,022)        25,961,470        
SBA Pool Securities 3,059,532         -                    (177,174)          2,882,358         
Municipal bonds 3,012,944         -                    (662,834)          2,350,110         
Corporate bonds 3,000,000         -                    (142,290)          2,857,710         
Securities available for sale 107,914,702      80,758               (13,059,510)      94,935,950        

Investment securities held-to-maturity
U.S. government agency collateralized

mortgage obligations and mortgage-backed
securities, residential 9,881,662         57,116               (152,480)          9,786,298         

Total securities 117,796,364      137,874             (13,211,990)      104,722,248      

Gross Gross
Amortized Unrealized Unrealized

Cost Gains Losses Fair Value

Investment securities available-for-sale
U.S. government agency collateralized

mortgage obligations and mortgage-backed
securities, residential 58,289,858        -                    (11,394,151)      46,895,707        

U.S. Treasury Notes 40,702,723        1,437                 (2,919,431)        37,784,729        
SBA Pool Securities 3,435,078         -                    (237,884)          3,197,194         
Municipal bonds 3,022,405         -                    (556,045)          2,466,360         
Corporate bonds 3,000,000         -                    (296,250)          2,703,750         
Securities available for sale 108,450,064      1,437                 (15,403,761)      93,047,740        

Investment securities held-to-maturity
U.S. government agency collateralized

mortgage obligations and mortgage-backed
securities, residential 7,849,826         36,537               (159,808)          7,726,555         

Total securities 116,299,890      37,974               (15,563,569)      100,774,295      

2025

2024

 
 
There were no realized gains or losses on sale of securities for the year ended March 31, 2025 and 2024, 
respectively. The accrued interest outstanding on investment securities as of March 31, 2025 and 2024 
was. $370 thousand and $253 thousand, respectively.
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NOTE 2 – Investment Securities (cont.) 
 
The amortized cost and fair value of securities at March 31, 2025 and 2024, by contractual maturity, are 
shown below. Given certain interest rate environments, some or all of these securities may be called by 
their issuers prior to the scheduled maturities. Expected maturities will differ from contractual maturities 
because borrowers may have the right to call or prepay obligations with or without call or prepayment 
penalties. Therefore, mortgage-backed securities and collateralized mortgage obligations are not included 
in the maturity categories in the following maturity summary: 
 

As of March 31, 2025 Amortized Cost Fair Value

Investment securities available-for-sale
Due in under one year 7,959,026  $       7,964,020  $       
Due in one to five years 17,977,024         16,668,460         
Due after five years through ten years 4,913,448           4,186,700           
Due after ten years 3,012,944           2,350,110           
U.S. government agency collateralized mortgage obligations,

mortgage-backed securities and SBA pool securities 74,052,260         63,766,660         
Securities available for sale 107,914,702       94,935,950         

Investment securities held-to-maturity
U.S. government agency collateralized mortgage obligations,

mortgage-backed securities and SBA pool securities 9,881,662           9,786,298           

Total securities 117,796,364  $   104,722,248  $    

As of March 31, 2024 Amortized Cost Fair Value
Investment securities available-for-sale

Due in under one year 20,851,764  $     20,522,230  $     
Due in one to five years 12,881,616         11,661,596         
Due after five years through ten years 10,180,849         8,507,791           
Due after ten years 6,245,977           5,460,416           
U.S. government agency collateralized mortgage obligations,

mortgage-backed securities and SBA pool securities 58,289,858         46,895,707         
Securities available for sale 108,450,064       93,047,740         

Investment securities held-to-maturity
U.S. government agency collateralized mortgage obligations,

mortgage-backed securities and SBA pool securities 7,849,826           7,726,555           

Total securities 116,299,890  $   100,774,295  $    
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NOTE 2 – Investment Securities (cont.) 
 
Unrealized losses and fair value, aggregated by investment category and length of time that individual 
securities have been in a continuous loss position, are as follows at March 31: 
 

Securities available for sale: Fair Value Unrealized Loss Fair Value Unrealized Loss Fair Value Unrealized Loss
US government agency 

collaterized mortgage obligations and 
mortgage-backed securities, residential 9,361,207                (80,562)             43,644,784          (10,103,628)          53,005,991          (10,184,190)          

U.S. Treasury Notes -                         -                   17,997,450          (1,893,022)            17,997,450          (1,893,022)            
SBA Pool Securities 684,569                  (5,576)              2,197,789            (171,598)               2,882,358            (177,174)               
Municipal bonds -                         -                   2,350,110            (662,834)               2,350,110            (662,834)               
Corporate bonds -                         -                   2,857,710            (142,290)               2,857,710            (142,290)               

Total 10,045,776              (86,138)             69,047,843          (12,973,372)          79,093,619          (13,059,510)          

Securities held to maturity: Fair Value Unrealized Loss Fair Value Unrealized Loss Fair Value Unrealized Loss
US government agency 

collaterized mortgage obligations and 
mortgage-backed securities, residential 6,046,248                (70,171)             3,740,051            (82,309)                9,786,299            (152,480)               

Total securities 16,092,024  $          (156,309)  $       72,787,894  $      (13,055,681)  $      88,879,918  $      (13,211,990)  $      

Available for sale: Fair Value Unrealized Loss Fair Value Unrealized Loss Fair Value Unrealized Loss
US government agency 

collaterized mortgage obligations and 
mortgage-backed securities, residential -$                        -$                 46,895,707  $      (11,394,151)  $      46,895,707  $      (11,394,151)  $      

U.S. Treasury Notes 17,614,840              (240,952)           20,169,890          (2,678,478)            37,784,729          (2,919,431)            
SBA Pool Securities 786,293                  (693)                 2,410,901            (237,191)               3,197,194            (237,884)               
Municipal bonds -                         -                   2,466,360            (556,045)               2,466,360            (556,045)               
Corporate bonds -                         -                   2,703,750            (296,250)               2,703,750            (296,250)               

Total 18,401,133              (241,645)           74,646,608          (15,162,115)          93,047,740          (15,403,761)          

Securities held to maturity: Fair Value Unrealized Loss Fair Value Unrealized Loss Fair Value Unrealized Loss
US government agency 

collaterized mortgage obligations and 
mortgage-backed securities, residential 5,827,703                (97,955)             1,898,852            (61,853)                7,726,555            (159,807)               

Total securities 24,228,836  $          (339,600)  $       76,545,460  $      (15,223,968)  $      100,774,295  $    (15,563,568)  $      

Less Than 12 Months 12 Months or More Total

2025
Less Than 12 Months 12 Months or More Total

2024
Less Than 12 Months 12 Months or More Total

Less Than 12 Months 12 Months or More Total
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NOTE 2 – Investment Securities (cont.) 
 
For all of the investment securities, the unrealized losses relate principally to the general change in interest 
rate levels that have occurred since the securities’ purchase dates and such unrecognized losses or gains 
will continue to vary with general interest rate level fluctuations in the future. As of March 31, 2025 and 
2024, 58 and 63 securities, respectively, have been in a continuous loss position for over twelve months. 
Management does not have the intent to sell and has determined it is unlikely the Bank will be required to 
sell the securities before anticipated recovery. 
  
No securities were pledged as of March 31, 2025 and 2024, respectively. 
 
NOTE 3 – Loans and Allowance for Credit Losses 
 
The following table presents total loans outstanding by portfolio segment and class of financing receivable 
at March 31: 
 

2025 2024

Commercial and industrial 457,750,324  $     387,985,019  $     
Commercial real estate 650,707,670        638,860,774        
Others 122,340               33,801                

1,108,580,334      1,026,879,594      
Less net deferred loan origination fees 1,083,644            1,487,018            

1,107,496,690      1,025,392,576      
Less allowance for credit losses 14,098,492          13,953,324          

Loans, net 1,093,398,198  $  1,011,439,252  $  
 

 
The Bank pledges loans to secure borrowings from the Federal Home Loan Bank of San Francisco (FHLB) 
as part of the Bank’s liquidity management strategy. Loans pledged approximated $741.7 million and 
$710.6 million at March 31, 2025 and 2024, respectively. 
 
At March 31, 2025 and 2024, the Bank has concentrations in Commercial Real Estate loans which comprise 
59% and 62% of total gross loans, respectively, and hotel loans represent approximately 31% of total gross 
loans as of March 31, 2025 and 2024, respectively. The accrued interest outstanding on loans as of March 
31, 2025 and 2024 were $3.66 million and $3.54 million, respectively. 
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NOTE 3 – Loans and Allowance for Credit Losses (cont.) 
 
The following tables present a rollforward of the allowance for credit loss by portfolio segment and class 
and by evaluation method at March 31: 

March 31, 2025
Total

Commercial Allow ance for
Allow ance for credit losses Commercial Real Estate Others Credit Losses

Beginning balance 2,724,419  $         11,228,905  $       -$                  13,953,324  $      
Charge-offs -                       (1,958,261)           -                    (1,958,261)           
Recoveries 28,429                  -                       -                    28,429                 
Provision -                       2,075,000             -                    2,075,000            

Ending balance 2,752,848  $         11,345,644  $       -$                  14,098,492  $      

Individually evaluated for impairment -$                     -$                     -$                  -$                     
Collectively evaluated for impairment 2,752,848             11,345,644           -                    14,098,492          

2,752,848  $         11,345,644  $       -$                  14,098,492  $      

March 31, 2025
Commercial

Loans Commercial Real Estate Others Total Loans

Individually evaluated for impairment 24,210,543  $       11,952,584  $       -$                  36,163,127  $      
Collectively evaluated for impairment 433,539,781         638,755,086         122,340            1,072,417,207     
Ending balance 457,750,324  $     650,707,670  $     122,340  $        1,108,580,334  $ 

March 31, 2024
Total

Commercial Allow ance for
Allow ance for loan losses Commercial Real Estate Others Loan Losses

Beginning balance 2,709,231  $         10,568,905  $       -$                  13,278,136  $      
Charge-offs -                       -                    -                           
Recoveries 15,188                  -                       -                    15,188
Provision -                       660,000                -                    660,000  $           

Ending balance 2,724,419  $         11,228,905  $       -$                  13,953,324  $      

Individually evaluated for impairment -$                     -$                     -$                  -$                     
Collectively evaluated for impairment 2,724,419             11,228,905           -                    13,953,324          

2,724,419  $         11,228,905  $       -$                  13,953,324  $      

March 31, 2024
Commercial

Loans Commercial Real Estate Others Total Loans

Individually evaluated for impairment -$                     9,862,698  $         -$                  9,862,698  $        
Collectively evaluated for impairment 387,985,019         628,998,076         33,801              1,017,016,896     
Ending balance 387,985,019  $     638,860,774  $     33,801  $          1,026,879,594  $ 

 
 



  STATE BANK OF INDIA (CALIFORNIA) 
 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Years Ended March 31, 2025 and 2024 

 

Page 26 
 

NOTE 3 – Loans and Allowance for Credit Losses (cont.) 
 
Credit quality: The Bank monitors credit quality as indicated by evaluating various attributes and utilizes 
such information in the evaluation of the adequacy of the allowance for credit losses. Commercial loans are 
subject to individual risk assessment using internal borrower and collateral quality ratings. The Bank’s 
ratings are aligned to Pass and Criticized categories. The Criticized category includes Special Mention, 
Substandard, Doubtful and Loss categories which are defined by banking regulatory agencies. These 
categories are described below: 
 
Pass: A pass asset is well protected by the current worth and paying capacity of the obligor (or guarantors, 
if any) and by the fair value, less cost to acquire and sell, of any underlying collateral in a timely manner. 
Pass assets may also include certain assets considered Watch, which are still protected by the worth and 
paying capacity of the borrower but deserve closer attention and a higher level of credit monitoring due to 
deteriorated cash flow, global cash flow, liquidity and/or collateral conditions. Included in the Pass grading 
are exceptional assets. An exceptional asset is a loan that meets at least three of the following: (1) the loan 
balance is secured by verified and pledged cash or cash equivalent: (2) the cash flow and/or liquidity of the 
borrower has been verified and is in excess of Bank policy; (3) the collateral value represents less than 50 
percent loan to value; (4) historic loss experience is at zero. 
 
Watch: Identification or grouping of Loans that warrant the special attention of management or other 
designated loans that management is more closely monitoring. 
 
Special Mention: A special mention asset is an asset that may have potential weaknesses or weaknesses  
are not yet fully known and requires management’s immediate determination. If left uncorrected, these 
potential weaknesses may result in deterioration of the repayment prospects for the loan or in the Bank’s 
credit position at some future date. While a higher level of loss reserves may be established, Special 
Mention loans are not adversely classified and do not expose the Bank to sufficient risk to warrant adverse 
classification. Credits in this category display some potential weakness that merits further monitoring. The 
credit risk is relatively minor yet constitutes an unwarranted risk. 
 
Substandard: A substandard asset is an asset that is inadequately protected by the current sound worth 
and paying capacity of the obligor and/or of the collateral pledged, if any. Substandard credits have well-
defined weaknesses that may jeopardize the liquidation or timely collection of the debt. There has generally 
been a material deterioration in the financial condition (cash flow) from the collateral, global cash flow that 
includes the collateral, the borrower, the guarantor(s) and may include deterioration of the collateral value. 
Substandard credits have a distinct possibility of loss if the deficiencies are not corrected. Although there 
may not be a specific potential loss apparent in any particular substandard credit, the Bank expects to suffer 
some loss on the overall portfolio of substandard loans. 
 
Doubtful: A doubtful asset is an asset with the same characteristics as substandard credits, but those 
weaknesses are well defined (but not yet fully quantified) and more severe than a substandard risk graded 
loan that, based on current information available, collection or liquidation in full is highly improbable. The 
Bank must expect that interest income will be lost as well as some portion of principal repayment. All loans 
classified doubtful are to be placed on nonaccrual status. Doubtful credits have a high probability of loss, 
but because there is a reasonable expectation that certain events may occur within an acceptable time 
period (not to exceed one year) that will cure the default, a classification of Loss is deferred until its more 
exact status may be determined.  
 
 
 



  STATE BANK OF INDIA (CALIFORNIA) 
 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Years Ended March 31, 2025 and 2024 

 

Page 27 
 

NOTE 3 – Loans and Allowance for Credit Losses (cont.) 
 
Loss: An asset, or portion thereof, classified as Loss is considered uncollectible and of such little value that 
its continuance on the Bank’s books as an asset is not warranted. This does not mean that they have no 
recovery value. Recovery, if any, may be long-term in nature and, therefore, it is not practical or desirable 
to defer writing off the asset. This classification is based upon current facts, not probabilities. Loans that 
are classified Loss are to be charged off. There were no loss assets as of March 31, 2025 and 2024, 
respectively. 
 
Consumer loans are assessed for credit quality based on the contractual aging status of the loan and 
payment activity. Such assessment is completed at the end of each reporting period.  The Bank currently 
does not have any consumer loans.   
 
The following table provides a breakdown of outstanding loans by risk category as of March 31, 
 

2025

Commercial Commercial
and industrial Real Estate Other Total

Grade:
Pass 438,521,438  $  531,208,570  $  122,340  $         969,852,348  $    
Watch 18,963,499       97,659,936        -                   116,623,435        
Special mention 265,387            18,028,985        -                   18,294,372          
Substandard -                   3,810,179          -                   3,810,179           
Doubtful -                   -                   -                   -                     

457,750,324  $  650,707,670  $  122,340  $         1,108,580,334  $ 

2024

Commercial Commercial
and industrial Real Estate Other Total

Grade:
Pass 368,957,107  $  513,177,732  $  33,801  $          882,168,640  $    
Watch 19,027,912       115,820,344      -                   134,848,256        
Special mention -                   -                   -                   -                     
Substandard -                   9,862,698          -                   9,862,698           
Doubtful -                   -                   -                   -                     

387,985,019  $  638,860,774  $  33,801  $          1,026,879,594  $ 
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NOTE 3 – Loans and Allowance for Credit Losses (cont.) 
 
The following table provides a breakdown of outstanding loans by delinquency status at March 31: 

2025
Recorded

Investment
Greater Than

30-59 Days 60-89 Days Greater Than Total Total 90 Days
Past Due Past Due 90 Days Past Due Current Loans and Accruing

Commercial and other industrial -$               -$               -$               -$               457,750,324  $     457,750,324  $     -$             
Commercial real estate 22,592,564     -                 -                 22,592,564     628,115,107         650,707,671         -               
Other -                 -                 -                 -                 122,340                122,340                -               

22,592,564  $ -$               -$               22,592,564  $ 1,085,987,770  $  1,108,580,334  $  -$             

2024
Recorded

Investment
Greater Than

30-59 Days 60-89 Days Greater Than Total Total 90 Days
Past Due Past Due 90 Days Past Due Current Loans and Accruing

Commercial and other industrial -$               -$               -$               -$               387,985,019  $     387,985,019  $     -$             
Commercial real estate -                 -                 -                 -                 638,860,774         638,860,774  $     -               
Other -                 -                 -                 -                 33,801                  33,801  $              -               

-$               -$               -$               -$               1,026,879,594  $  1,026,879,594  $  -$              
 
 
 
 
NOTE 4 – Furniture, Fixtures and Equipment 
 
Furniture, fixtures and equipment is summarized as follows at March 31: 

2025 2024

Furniture and fixtures 672,161                  672,161            

Leasehold improvements 2,707,819              2,683,196         

Equipment 451,867                  429,393            

Software 461,312                  446,312            

Computer hardware 486,638                  398,496            

4,779,797              4,629,558         

Less accumulated depreciation and armortization 3,876,789              3,487,079         

903,008                  1,142,479         
 

 
Depreciation and amortization expense for the years ended March 31, 2025 and 2024 was $389,710 and 
$320,574, respectively.  
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NOTE 5 – Deposits 
 
Deposits consist of the following at March 31: 

2025 2024

Noninterest bearing demand 110,870,290           117,856,984     
Savings 25,062,709             27,094,001       
Money market 265,507,370           232,128,497     
Negotiable order of withdrawal (NOW) 11,708,757             10,779,587       
Certificates of deposit of $250,000 or more 397,590,266           352,885,448     
Certificates of deposit under $250,000 273,806,186           252,076,822     

1,084,545,578        992,821,339     
 

 
As of March 31, 2025 and 2024, the Bank had deposits from two entities totaling $158.1 million and $232.6 
million, respectively, which were in excess of 5% of total deposits. As of March 31, 2025 and 2024, the 
Bank’s brokered deposits totaled $133.8 million and $161.6 million, respectively, including wholesale 
money market deposits of $9.2 million and $8.9 million, respectively. Time deposits from the State of 
California at March 31, 2025 and 2024 were $55.0 million and $30.0 million respectively. 
 
The scheduled maturities of certificates of deposit, including brokered deposits, are as follows at March 31: 
 

2025 2024

Three months or less 332,800,491          228,734,948     
Over three months through one year 287,912,919          336,994,437     
Over one year through three years 42,918,365            37,854,624       
Over three years 7,764,677             1,378,261         

671,396,452          604,962,270     
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NOTE 6 – Income Taxes 
 
The provision for income tax expense (benefit) is based on income reported for financial statement 
purposes, adjusted for permanent differences between reported financial and taxable income. Deferred tax 
assets and liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment 
and are primarily attributable to the allowance for loan losses, leases, bonus and vacation accruals, AOCI 
and depreciation. 
The provision for income tax expense is summarized as follows at March 31: 
 

2025 2024

Current 2,375,967  $     4,324,151  $     

Deferred 93,000             (654,000)           

               Total income tax expense 2,468,967  $     3,670,151  $     
 

 
The components of the net deferred tax assets are as follows at March 31 (rounded): 
 

2025 2024
Deferred tax assets:

Allowance for loan losses 4,168,000  $     4,125,000  $     
Depreciation 361,000            398,000            
Unrealized loss on securities available for sale 3,894,000         4,621,000         
Lease Liabilities 2,101,000         1,788,000         
Other 322,000            326,000            

Total deferred tax assets 10,846,000       11,258,000       

Deferred tax liabilities:
ROU Assets (1,691,000)        (1,283,000)        
FHLB stock dividends (43,000)            (43,000)            

Total deferred tax liabilities (1,734,000)        (1,326,000)        

Net deferred tax asset 9,112,000  $     9,932,000  $     
 

 
The Bank’s California franchise tax is to be computed under both the Water’s Edge Method and a stand-
alone basis, with the Bank’s liability being the lesser of the two amounts.  The lesser amount of Bank’s 
California franchise tax liability as of March 31, 2025 and 2024 was $800 each year. 
 
The Bank regularly reviews the carrying amount of its deferred tax assets to determine if the establishment 
of a valuation allowance is necessary. If based on the available evidence, it is more likely than not that all 
or a portion of the Bank’s deferred tax assets will not be realized in future periods, a deferred tax valuation 
allowance would be established. Consideration is given to all positive and negative evidence related to the 
realization of the deferred tax assets.  Based on all the evidence at March 31, 2025 and 2024, no valuation 
allowance was recorded on available deferred tax assets. 
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NOTE 7 – Derivatives 
 
The Bank uses derivatives in connection with its interest rate risk management activities to hedge fixed-
rate deposits and then enters into a receive-fixed, pay-variable-rate interest rate swap with the same tenor 
and notional amount to convert the interest payments to a net variable-rate basis. As of March 31, 2025 the 
Bank has an interest rate swap (swap) to convert fixed rate certificates of deposit (CDs) with notional value 
of $30 million to floating rate. The swap will mature on June 16, 2025. The fair value of the swap is $115 
and nil as of March 31, 2025 and 2024, respectively were included in interest receivable and other assets 
in the balance sheets and in the interest expense in the statements of income. 
 

Notional Gain/(Loss) Notional Gain/(Loss)

Interest Rate Swaps (Fair Value) 30,000,000$      (115)$                   -$                     -$                     

March 31,2025 March 31, 2024

 
 
NOTE 8 – Commitment, Contingencies, and Operating Leases 
 
Financial instruments with off-balance-sheet risk: In the normal course of business, the Bank enters 
into financial commitments to meet the financing needs of its customers. These financial commitments 
include commitments to extend credit, standby letters of credit and commercial letters of credit. Those 
instruments involve, to varying degrees, elements of credit and interest rate risk not recognized in the 
Bank’s financial statements. 
 
The Bank’s exposure to loan loss in the event of nonperformance on commitments to extend credit and 
standby letters of credit is represented by the contractual amount of those instruments. The Bank uses the 
same credit policies in making commitments as it does for loans. 
 
The Bank has loan commitments outstanding as follows at March 31: 
 

2025 2024

Loans 40,152,115  $   26,277,381  $   
Standby letters of credit 4,676,226         14,902,656       
Commercial letters of credit 1,151,896         1,203,644          

 
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. Standby letters of credit are conditional commitments to guarantee 
the performance of a Bank customer to a third party. Since some of the commitments and standby letters 
of credit are expected to expire without being drawn upon, the total amounts do not necessarily represent 
future cash requirements. The Bank evaluates each customer’s creditworthiness on a case-by-case basis. 
The amount of collateral obtained, if deemed necessary by the Bank, is based on management’s credit 
evaluation of the customer. The majority of the Bank’s commitments to extend credit are secured by UCC 
filings and the majority of standby letters of credit are secured by certificates of deposit. 
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NOTE 8 – Commitment, Contingencies, and Operating Leases (cont.) 
 
Operating Leases: The Bank’s primary operating leases consist of premises including the head office and 
its seven branch offices.  The Bank also has various equipment lease arrangements involving copiers, 
postage machines and an automobile, where the right-of-use (ROU) assets would represent a de minimus  
amount compared to over $1 billion in assets on the Bank’s balance sheet.  Since the impact on the balance 
sheet is considered de minimus, and there is no impact on the expense recognition in the income statement,  
the Bank has elected to not apply ASC 842 to these equipment leases as permitted under practical 
expedients.  
 
Branch premises are leased from unaffiliated parties under various leases, expiring through March 2034. 
The terms of the lease agreements also require the payment of various expenses incidental to the use of 
the premises. Lease expense under these leases aggregated $1,860,179 and $2,328,713 for the years 
ended March 31, 2025 and 2024, respectively and are recorded in noninterest expense. 
 
The Bank leases equipment under noncancelable operating leases expiring through May 2030. The terms 
of the lease agreements require the payment of various expenses incidental to the use of the equipment. 
Lease expense charged to operations for the year ended March 31, 2025 and 2024 was $77,669 and 
$70,724, respectively. 
 
For the years ending March 31, the future undiscounted cashflows and a reconciliation to lease liabilities 
recognized on the balance sheet under non-cancelable operating leases are as follows: 
 
Years Ending March 31, Premises Residential Equipment Total
2026 1,409,950$       469,916$          71,883$            1,951,749$         
2027 1,265,109         70,288             40,076             1,375,473           
2028 1,213,109         -                   10,007             1,223,116           
2029 1,135,946         -                   7,566               1,143,512           
2030 1,150,999         -                   4,700               1,155,699           
Thereafter 4,069,360         -                   530                  4,069,890           
Total lease payments 10,244,473$     540,204$          134,762$          10,919,439$       
 Less: Imputed interest (3,813,600)$        
Lease liability 7,105,839$         

 
 
The weighted-average remaining lease term of operating leases was 7.81 years. The weighted-average 
discount rate used was 9.02%. For other related disclosures, see Note 1 – Nature of Business and 
Summary of Significant Accounting Policies. 
 
Contingencies: In the normal course of business, State Bank of India (California) may be involved in 
various legal proceedings. As of March 31, 2025, there were no pending lawsuits that are expected to result 
in material exposure to the Bank. 
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NOTE 9 – Transactions with Parent/Related Party 
 
To facilitate foreign currency transactions with its customers, the Bank purchases foreign currency from the 
Parent Bank. These purchases are at market rates and terms.  The Bank had purchased Indian Rupees 
worth a total of $234.4 million and $229.0 million, respectively, from the Parent Bank during the fiscal years 
ended on March 31, 2025 and 2024. 
 
The Bank also maintains a Rupee denominated non-interest-bearing account with the Parent Bank in India 
to facilitate settlement of customer remittances.  The account balance at March 31, 2025 and 2024 was 
approximately $1,943,886 and $1,825,845, respectively. 
 
As discussed in Note 1, the Bank entered into a tax sharing agreement with the Parent Bank in February 
of 2014 which was updated as of February 5, 2025.  The impact of the tax sharing agreement is reflected 
in the Bank’s tax expense for the years ended March 31, 2025 and 2024. 
 
For the years ended March 31, 2025 and 2024, the Bank recognized management fees of $64,928 and 
$95,115, respectively, representing, primarily, board fees and reimbursement of travel expenses for 
directors from the Parent Bank.  
 
For the years ended and as of March 31, 2025 and 2024, there were no loans to employees or Directors. 
 
NOTE 10 – Federal Home Loan Bank Borrowings 
 
The Bank, under the FHLB’s blanket lien pledging option, pledged eligible mortgage loans as collateral to 
provide for borrowing capacity. The FHLB advances was nil at March 31, 2025 and at March 31, 2024 
aggregated $2 million at 5.69% interest maturing on April 1, 2024. At March 31, 2025 and 2024 the Bank 
has used letters of credit of $55 million and $30 million respectively, in favor of CA State for deposits.  
 
The eligible loan types to secure advances are first mortgages on multi-family residences and commercial 
properties. The Bank’s policy limits the borrowing capacity from the FHLB is up to 35 percent of its total 
assets. 
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NOTE 11 – Foreign Currency Transactions 
 
The Bank enters into foreign currency exchange transactions to purchase Indian Rupees for its customers 
on a regular basis. The Bank has both long and short exposure in its foreign exchange transactions 
depending on the Bank’s foreign currency position at the end of any accounting period. Long exposure 
indicates the Bank has foreign currency in excess of its needs, while a short exposure indicates the Bank 
requires additional foreign currency to meet its needs. The Bank is exposed to market risk as foreign 
currency exchange rates may fluctuate. Management attempts to minimize this risk through internal policies 
related to the maximum amount of exposure that can exist on any given day. The Bank does not enter into 
hedge contracts to reduce foreign currency exposure. At March 31, 2025 and 2024, the Bank’s short and 
long exposure related to Indian Rupees was $980,740 and $(965,470), respectively. For financial statement 
purposes, foreign currency liability is included in non-interest-bearing demand deposits. 
 
Realized gains from foreign currency transactions are included in non-interest income and amounted to 
$1,224,572 and $1,306,290 for the years ended March 31, 2025 and 2024, respectively. 
 
NOTE 12 – Regulatory Matters 
 
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 the 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 the Bank’s assets, liabilities and certain off-balance-sheet items as calculated under regulatory 
accounting practices. The Bank’s capital amounts and classification are also subject to qualitative 
judgments by the regulators about components, risk weighting and other factors. 
 
Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain 
minimum amounts and ratios (set forth in the table that follows) of total and Tier 1 capital (as defined in the 
regulations) to risk-weighted assets (as defined), and of Tier 1 capital (as defined) to average assets (as 
defined). Management believes, as of March 31, 2025 and 2024, that the Bank meets all capital adequacy 
requirements to which it is subject. 
 
The capital conservation buffer (CCB) is a capital buffer of 2.5% of a bank’s total exposures that needs to 
be met with an additional amount of Common Equity Tier 1 capital. The buffer sits on top of the 4.5% 
minimum requirement for Common Equity Tier 1 capital. The CCB is designed to ensure that banks build 
up capital buffers during normal times, which can be drawn down as losses are incurred during a stressed 
period. The capital conservation buffer is separate from the capital ratios required under the Prompt 
Corrective Action (PCA) standards. Therefore, it is possible for a bank to be adequately capitalized, or even 
well capitalized under the PCA standards and still be limited in its ability to pay dividends or discretionary 
bonuses if a bank fails to maintain required capital levels. 
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NOTE 12 – Regulatory Matters (cont.) 
 
The Bank’s actual and required capital amounts and ratios are presented below as of March 31: 
 

Amount Ratio Amount Ratio Amount Ratio
Total capital, to risk-

weighted assets 196,283,626  $    17.58% 89,345,564  $     ≥8% 111,681,955  $  ≥10%
Tier 1 capital, to risk-

weighted assets 182,320,693  $    16.32% 67,009,173  $     ≥6% 89,345,564  $    ≥8%
Tier 1 capital, to average

assets 182,320,693  $    14.62% 50,806,571  $     ≥4% 63,508,213  $    ≥5%
Common equity tier 1 capital,

to risk-weighted assets 182,320,693  $    16.32% 50,256,880  $     ≥4.5% 72,593,271  $    ≥6.5%

Amount Ratio Amount Ratio Amount Ratio
Total capital, to risk-

weighted assets 189,460,158  $    17.92% 84,590,958  $     ≥8% 105,738,698  $  ≥10%
Tier 1 capital, to risk-

weighted assets 176,232,751  $    16.67% 63,443,219  $     ≥6% 84,590,958  $    ≥8%
Tier 1 capital, to average

assets 176,232,751  $    15.22% 46,949,702  $     ≥4% 58,687,127  $    ≥5%
Common equity tier 1 capital,

to risk-weighted assets 176,232,751  $    16.67% 47,582,414  $     ≥4.5% 68,730,153  $    ≥6.5%

2025
To be Well Capitalized Under

Prompt Corrective Action
Actual For Capital Adequacy Purposes Provisions

2024
To be Well Capitalized Under

Prompt Corrective Action
Actual For Capital Adequacy Purposes Provisions

 
 
Dividends paid by the Bank are subject to various State of California regulatory limitations. Dividends that 
may be paid by the Bank without the express approval of the Commissioner of the California Department 
of Business Oversight, are limited to an amount which is the lesser of: 
 

 The retained earnings of the Bank; or 
 

 The net income of the Bank for its last three fiscal years, less the amount of any distributions made 
by the Bank during such period. 

 
The Bank paid dividends of $3.0 million and $4.0 million for the years ended March 31, 2025 and 2024, 
respectively. 
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NOTE 13 – Fair Value Measurement 
 
The following is a description of the Bank’s methodologies used to measure and disclose the fair value of 
its financial assets and liabilities on a recurring and nonrecurring basis.  
 
Securities available for sale: The fair values for AFS securities are generally based on quoted market 
prices or market prices for similar assets. Liquidity is a significant factor in the determination of the fair 
values of AFS securities. Market price quotes may not be readily available for some positions, or positions 
within a market sector where trading activity has slowed significantly or ceased such as certain collateral 
default obligations positions and other asset backed securities.  
 
Collateral-dependent individually evaluated loans: The Bank does not record loans at fair value on a 
recurring basis.  However, from time to time, adjustments are recorded on these loans to reflect partial 
write-downs, through charge-offs or specific reserve allowances that are based on the current appraised or 
market-quoted value of the underlying collateral.  Fair value estimates for collateral-dependent loans are 
obtained from real estate brokers or other third-party consultants (Level 3).  The fair value of noncollateral-
dependent loans is estimated using a discounted cash flow model. As of March 31, 2025, twenty-seven 
collateral dependent loans aggregating appx. $ 36.16 million were individually evaluated and were 
measured at cost as no impairment was observed. As of March 31, 2024, one collateral dependent loan 
aggregating appx. $ 9.86 million was individually evaluated and was measured at cost as no impairment 
was observed. 
 
 

Quoted Prices Significant
in Active Markets Other Significant

Carrying for Identical Observable Unobservable
Value at Assets Inputs Inputs
March 31 (Level 1) (Level 2) (Level 3)

2025
U.S. government agency collateralized

mortgage obligations and mortgage-backed
securities, residential 60,884,302  $   -$                 60,884,302  $  -$               

U.S. Treasury Notes 25,961,470       25,961,470        -                
SBA Pool Securities 2,882,358         -                   2,882,358        -                
Municipal bonds 2,350,110         -                   2,350,110        -                
Corporate bonds 2,857,710         -                   2,857,710        -                
Interest rate swap asset (115)                 -                   (115)                -                

94,935,835  $   25,961,470  $    68,974,365  $  -$               
2024
U.S. government agency collateralized

mortgage obligations and mortgage-backed
securities, residential 46,895,707  $   -$                 46,895,707  $  -$               

U.S. Treasury Notes 37,784,729       37,784,729        -                  -                
SBA Pool Securities 3,197,194         -                   3,197,194        -                
Municipal bonds 2,466,360         -                   2,466,360        -                
Corporate bonds 2,703,750         -                   2,703,750        -                

93,047,740  $   37,784,729  $    55,263,011  $  -$               

Assets Measured at Fair Value on a Recurring Basis on March 31
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NOTE 14 – Fair Value of Financial Instruments 
 
The fair values of financial instruments have been derived, in part, by the Bank’s assumptions, the 
estimated amount and timing of future cash flows and estimated discount rates. Different assumptions could 
significantly affect these estimated fair values. Accordingly, the net realizable values could be materially 
different from the estimates presented below. In addition, the estimates are only indicative of the value of 
individual financial instruments and should not be considered an indication of the fair value of the Bank.  
 
The following methods and assumptions were used to estimate the fair value for financial instruments: 
 

Cash and cash equivalents: The carrying value of short-term financial instruments, including cash and 
cash equivalents and time deposits placed, approximates the fair value of these instruments. These 
financial instruments generally expose the Bank to limited credit risk and have no stated maturities or 
have short-term maturities and carry interest rates that approximate market. 

 
Securities: The fair value of securities available for sale is determined by obtaining quoted prices on 
nationally recognized securities exchanges (Level 1 inputs) or matrix pricing, which is a mathematical 
technique widely used in the industry to value debt securities without relying exclusively on quoted prices  
for the specific securities, but rather, by relying on the securities’ relationship to other benchmark quoted 
securities (Level 2 inputs).   

 
Loans: For variable rate loans that reprice frequently and have no significant change in credit risk, fair 
value is based on carrying value. The fair value of fixed rate loans is estimated using discounted cash 
flow analyses, using interest rates currently being offered for loans with similar terms to borrowers of 
similar credit quality. The fair value of individually evaluated loans is estimated using discounted cash 
flow analyses or underlying collateral values, where applicable. 

 
Deposits: The fair value for certain deposits with stated maturities was calculated by discounting 
contractual cash flows using current market rates for instruments with similar maturities. For deposits with 
no stated maturities, the carrying amount was considered to approximate fair value and does not take into 
account the significant value of the cost advantage and stability of the Bank’s long-term relationships with 
depositors. 

 
FHLB borrowings: Fair value for FHLB borrowings is based on discounted cash flows using current rates 
being offered for similar terms. 

 
Federal Home Loan Bank Stock: The carrying amount of stock in the Federal Home Loan Bank at cost 
represents fair value as these equity securities may only be sold back to the issuer at par value. 

 
Other stock: The carrying amount of stock in the Community Development Financial Institution at cost 
represents fair value as these equity securities have restrictions and limitations placed by the issuer for 
disposition of the stock. 
 
Interest receivable and payable: The carrying amount of interest receivable and payable approximates 
fair value. 
 
Fair value of commitments: The estimated fair value of fee income on letters of credit at March 31, 2025 
and 2024 was insignificant. 
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NOTE 14 – Fair Value of Financial Instruments (cont.) 
 
The carrying amounts and fair values of financial instruments are as follows at March 31: 
 

Carrying Fair Carrying Fair
Amount Value Amount Value

Financial assets:
Cash and cash equivalents 41,336,529$     41,336,529$          31,606,249$      31,606,249$     
Certificates of deposits in 
other financial institutions 2,490,000         2,490,000             2,490,000          2,490,000         
Securities available for sale 94,935,950       94,935,950            93,047,740        93,047,740       
Securities held to maturity 9,881,662         9,786,298             7,849,826          7,726,555         
Loans, net 1,093,398,198   1,083,557,614       1,011,439,252   1,002,336,299   
FHLB and CDFI stock 6,711,870         6,711,870             6,211,281          6,211,281         
Interest receivable 4,034,257         4,034,257             3,796,981          3,796,981         

Financial liabilities:
Deposits 1,084,545,578   1,019,472,843       992,821,339      933,252,059     
FHLB borrowings -                   -                       2,000,000          2,000,000         
Interest payable 3,721,861$       3,721,861$            3,494,357$        3,494,357$       

2025 2024

 
 
NOTE 15 – Subsequent Events 
 
The Bank has evaluated the effects of subsequent events that have occurred through April 28, 2025, the 
date when the financial statements were available to be issued, and there have been no material events 
that would require recognition in the Bank’s financial statements or disclosure in the notes to the financial 
statements. 
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Independent Auditor’s Report on the Supplementary Information 

Board of Directors 
State Bank of India (California) 

We have audited the financial statements of State Bank of India (California) (the Bank) as of and for the 
years ended March 31, 2025 and 2024, and have issued our report thereon, dated April 28, 2025, which 
contains an unmodified opinion on those financial statements (see page 2). Our audits were conducted 
for the purpose of forming an opinion on the financial statements as a whole. The supplementary 
information is presented for purposes of additional analysis and is not a required part of the financial 
statements. Such information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the financial statements. The 
information has been subjected to the auditing procedures applied in the audits of the financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the information is fairly stated in all 
material respects in relation to the financial statements as a whole. 

Irvine, California 
April 28, 2025 








































































































