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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
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PART I—FINANCIAL INFORMATION

Item 1.     Financial Statements

FIRST CALIFORNIA FINANCIAL GROUP, INC. AND SUBSIDIARIES
Consolidated Balance Sheets (unaudited)

(in thousands, except share and per share data)
March 31,
2010

December 31,
2009

Cash and due from banks $36,714 $ 26,757
Interest bearing deposits with other banks 66,166 19,737
Securities available-for-sale, at fair value 293,081 349,645
Loans, net 903,706 922,741
Premises and equipment, net 19,798 20,286
Goodwill 60,720 60,720
Other intangibles, net 11,164 11,581
Deferred tax assets, net 4,946 6,046
Cash surrender value of life insurance 11,903 11,791
Foreclosed property 5,997 4,893
Accrued interest receivable and other assets 26,072 25,624

Total assets $1,440,267 $ 1,459,821

Non-interest checking $306,266 $ 317,610
Interest checking 83,549 82,806
Money market and savings 351,655 339,750
Certificates of deposit, under $100,000 91,896 116,012
Certificates of deposit, $100,000 and over 242,129 268,537

Total deposits 1,075,495 1,124,715
Securities sold under agreements to repurchase 45,000 45,000
Federal Home Loan Bank advances 88,500 98,500
Junior subordinated debentures 26,766 26,753
Accrued interest payable and other liabilities 7,671 7,627

Total liabilities 1,243,432 1,302,595

Perpetual preferred stock; authorized 2,500,000 shares
Series A - $0.01 par value, 1,000 shares issued and outstanding as of March 31, 2010
and December 31, 2009 1,000 1,000
Series B - $0.01 par value, 25,000 shares issued and outstanding as of March 31, 2010
and December 31, 2009 23,285 23,170
Common stock, $0.01 par value; authorized 100,000,000 shares; 28,528,449 shares
issued at March 31, 2010 and 11,969,294 shares issued at December 31, 2009;
28,182,048 and 11,622,893 shares outstanding at March 31, 2010 and December 31,
2009 283 118
Additional paid-in capital 174,758 136,635
Treasury stock, 346,401 shares at cost at March 31, 2010 and at December 31, 2009 (3,061 ) (3,061 )
Retained earnings 4,999 5,309
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Accumulated other comprehensive loss (4,429 ) (5,945 )

Total shareholders’ equity 196,835 157,226

Total liabilities and shareholders’ equity $1,440,267 $ 1,459,821

See accompanying notes to consolidated financial statements.
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FIRST CALIFORNIA FINANCIAL GROUP, INC. AND SUBSIDIARIES
Consolidated Statements of Operations (unaudited)

Three Months Ended March 31,
2010 2009

(in thousands, except per share data)
Interest and fees on loans $ 12,987 $ 12,427
Interest on securities 1,589 3,597
Interest on federal funds sold and interest bearing deposits 20 55

Total interest income 14,596 16,079

Interest on deposits 2,172 3,367
Interest on borrowings 1,312 1,555
Interest on junior subordinated debentures 439 487

Total interest expense 3,923 5,409

Net interest income before provision for loan losses 10,673 10,670
Provision for loan losses 1,754 5,069

Net interest income after provision for loan losses 8,919 5,601

Service charges on deposit accounts and other banking-related fees 930 1,050
Loan sales and commissions 16 9
Net gain on sale of securities 132 671
Impairment loss on securities (18 ) —
Earnings on cash surrender value of life insurance 111 107
Other income 22 78

Total noninterest income 1,193 1,915

Salaries and employee benefits 4,970 5,658
Premises and equipment 1,537 1,533
Data processing 595 471
Legal, audit, and other professional services 182 620
Printing, stationery, and supplies 12 192
Telephone 224 263
Directors’ expense 120 115
Advertising, marketing and business development 227 456
Postage 56 55
Insurance and regulatory assessments 800 309
Net loss on and expense of foreclosed property 78 —
Amortization of intangible assets 416 376
Other expenses 699 729

Total noninterest expense 9,916 10,777

Income (loss) before provision for income taxes 196 (3,261 )
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Provision (benefit) for income taxes 79 (1,383 )

Net income (loss) 117 (1,878 )
Preferred stock dividends (313 ) (194 )
Net loss available to common stockholders $ (196 ) $ (2,072 )
Net loss per common share:
Basic $ (0.02 ) $ (0.18 )
Diluted $ ( 0.02 ) $ (0.18 )

See accompanying notes to consolidated financial statements.
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 FIRST CALIFORNIA FINANCIAL GROUP, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows (unaudited)

Three Months Ended March 31,
(in thousands) 2010 2009
Net income (loss) $ 117 $ (1,878 )
Adjustments to reconcile net income (loss) to net cash from operating activities:
Provision for loan
losses                                                                                                                         1,754 5,069
Stock-based compensation costs 198 232
Gain on sales of securities (132 ) (671 )
Gain on sale of foreclosed property (5 ) —
Impairment loss on securities 18 —
Amortization of net premiums on securities available-for-sale 954 136
Depreciation and amortization of premises and equipment 463 430
Amortization of core deposit and trade name intangibles 416 376
       Loss on disposal of premises and equipment 50 —
Proceeds from sale of, and payments received from, loans held-for-sale — 92
Increase in cash surrender value of life insurance (112 ) (106 )
(Increase) decrease in deferred tax assets 1,540 (1,024 )
(Increase) decrease in accrued interest receivable and other assets, net of effects of
acquisition 318 (5,264 )
Decrease in accrued interest payable and other liabilities, net of effects of acquisition (735 ) (97 )

Net cash provided (used) by operating activities 4,844 (2,705 )

Purchases of securities available-for-sale, net of effects of acquisition — (10,102 )
Proceeds from repayments and maturities of securities available-for-sale 22,933 15,166
Proceeds from sales of securities available-for-sale 35,564 17,754
Purchases of Federal Home Loan Bank and other stock (6 ) —
Net change in federal funds sold and interest bearing deposits, net of effects from
acquisition (46,429 ) 63,104
Loan originations and principal collections, net of effects of acquisition 13,371 (10,700 )
Purchases of premises and equipment, net of effects of acquisition (51 ) (320 )
Proceeds from sale of foreclosed property 336 31
Net cash paid in acquisition — (48,790 )

Net cash provided by investing activities 25,718 26,143

Net increase (decrease) in noninterest-bearing deposits, net of effects of acquisition (11,343 ) 4,520
Net increase (decrease) in interest-bearing deposits, net of effects of acquisition (37,877 ) 11,776
Net decrease in FHLB advances and other borrowings (9,987 ) (4,487 )
Dividends paid on preferred stock (314 ) (194 )
Proceeds from issuance of common stock 38,916 —
Proceeds from exercise of stock options — 8

Net cash provided (used) by financing activities (20,605 ) 11,623

Change in cash and due from banks 9,957 35,061
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Cash and due from banks, beginning of period 26,757 13,712

Cash and due from banks, end of period $ 36,714 $ 48,773

Supplemental cash flow information:
Cash paid for interest $ 3,824 $ 5,317
Cash paid for income taxes $ 1,000 $ 58
Supplemental disclosure of noncash items:
Net change in fair value of securities available-for-sale, net of tax $ 1,567 $ 1,091
Net change in fair value of cash flow hedges, net of tax $ (51 ) $ —
Loans transferred to foreclosed property $ 1,595 $ 773

See accompanying notes to consolidated financial statements.
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NOTE 1 – NATURE OF OPERATIONS AND BASIS OF PRESENTATION

Organization and nature of operations – First California Financial Group, Inc., or First California, or the Company, is a
bank holding company incorporated under the laws of the State of Delaware and headquartered in Westlake Village,
California. The principal asset of the Company is the capital stock of First California Bank, or the Bank. The Bank is a
full-service commercial bank headquartered in Westlake Village, California, chartered under the laws of the State of
California and subject to supervision by the California Department of Financial Institutions and the Federal Deposit
Insurance Corporation, or the FDIC. The FDIC insures the Bank’s deposits up to the maximum legal limit.

On January 23, 2009, the Bank assumed the insured, non-brokered deposits of 1st Centennial Bank, totaling
approximately $270 million from the FDIC. The Bank also purchased from the FDIC approximately $178 million in
cash and cash equivalents, $89 million in securities and $101 million in loans related to 1st Centennial Bank. The
assumption of deposits and purchase of assets from the FDIC, or the FDIC-assisted 1st Centennial Bank transaction,
was an all-cash transaction with an aggregate transaction value of $48.8 million. The Bank recorded $10.6 million in
goodwill in connection with this transaction. All six of the former 1st Centennial Bank branches have been fully
integrated into the Bank’s full-service branch network.

The Bank serves the comprehensive financial needs of businesses and consumers in Los Angeles, Orange, Riverside,
San Diego, San Bernardino and Ventura counties through 17 full-service branch locations.

Consolidation – The accompanying condensed consolidated financial statements include, in conformity with generally
accepted accounting principles in the United States of America, the accounts of the Company, the Bank and SC
Financial, an inactive subsidiary of First California. The Company does not consolidate the accounts of FCB Statutory
Trust I and First California Statutory Trust I, or the Trusts, in the consolidated financial statements. The Company
does include however the junior subordinated debentures issued by the Company to the Trusts on the consolidated
balance sheets. Results of operations for the three months ended March 31, 2009 include the effects of the
FDIC-assisted 1st Centennial Bank transaction from the date of the acquisition. All material intercompany
transactions have been eliminated.

Basis of presentation – The unaudited condensed consolidated financial statements have been prepared in accordance
with the instructions to Form 10-Q and Article 8-03 of Regulation S-X as promulgated by the Securities and Exchange
Commission. Accordingly, they do not include all of the information and footnote disclosures normally required by
generally accepted accounting principles for complete financial statements. In our opinion, all normal recurring
adjustments necessary for a fair presentation are reflected in the unaudited condensed consolidated financial
statements. Operating results for the period ended March 31, 2010 are not necessarily indicative of the results of
operations that may be expected for any other interim period or for the year ending December 31, 2010. The unaudited
condensed consolidated financial statements should be read in conjunction with the audited consolidated financial
statements and notes thereto included in the Company’s 2009 Annual Report on Form 10-K.

Reclassifications – Certain reclassifications have been made to the 2009 consolidated financial statements to conform
to the current year presentation.

Management’s estimates and assumptions – The preparation of the consolidated financial statements, in conformity with
generally accepted accounting principles, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the
financial statements and the reported revenues and expenses for the reporting periods. Actual results could differ
significantly from those estimates. Significant estimations made by management primarily involve the calculation of
the allowance for loan losses, the carrying amount of deferred tax assets, the assessments for impairment related to
goodwill and securities, the estimated fair value of financial instruments and the effectiveness of derivative
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instruments in offsetting changes in fair value or cash flows of hedged items.

Allowance for loan losses – The allowance for loan losses is established through a provision charged to expense. Loans
are charged against the allowance when management believes that the collectability of principal is unlikely. The
allowance is an amount that management believes will be adequate to absorb probable losses on existing loans that
may become uncollectible, based on evaluations of the collectability of loans and prior loan loss experience. The
evaluation includes an assessment of the following factors: any external loan review and any regulatory examination,
estimated probable loss exposure on each pool of loans, concentrations of credit, value of collateral, the level of
delinquent and nonaccrual loans, trends in the portfolio volume, effects of any changes in the lending policies and
procedures, changes in lending personnel, present economic conditions at the local, state and national levels, the
amount of undisbursed off-balance sheet commitments, and a migration analysis of historical losses and recoveries for
the prior sixteen quarters. Individual loans are also evaluated for impairment and if a portion of a loan is impaired, the
impaired amount is charged-off or a specific reserve is allocated for that loan. Various regulatory agencies, as a
regular part of their examination process, periodically review the Company’s allowance for loan losses. Such agencies
may require the Company to recognize additions to the allowance based on their judgment of information available to
them at the time of their examinations. The allowance for loan losses was $15.6 million at March 31, 2010 and $16.5
million at December 31, 2009.

Deferred income taxes – Deferred income tax assets and liabilities represent the tax effects of the differences between
the book and tax basis of the various balance sheet assets and liabilities. Deferred tax assets and liabilities are reflected
at currently enacted income tax rates applicable to the period in which the deferred tax assets or liabilities are expected
to be realized or settled. As changes in tax laws or rates are enacted, deferred tax assets and liabilities are adjusted
through the provision for income taxes. An estimate of probable income tax benefits that will not be realized in future
years is required in determining the necessity for a valuation allowance for deferred tax assets. There was no valuation
allowance at March 31, 2010 or December 31, 2009. There were net deferred tax assets of $4.9 million at March 31,
2010 and $6.0 million at December 31, 2009.

6
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Derivative instruments and hedging – The Company assesses the effectiveness of derivative instruments designated in
cash flow hedging relationships in off-setting changes in the overall cash flows of designated hedged transactions on a
quarterly basis. To the extent these instruments are not effective, the unrealized gains or losses on these instruments
are reflected directly in current period earnings. In December 2009, the Company purchased a $10.3 million notional
forward-starting interest rate cap to limit the variable interest rate payments on the Company’s $10.3 million junior
subordinated debentures. The first quarter 2010 and fourth quarter 2009 effectiveness assessments indicated that this
instrument was effective.

Assessments of impairment – Goodwill is assessed for impairment on an annual basis or at interim periods if an event
occurs or circumstances change which may indicate a change in the implied fair value of the goodwill. The implied
fair value of goodwill is estimated by comparing the estimated fair value of the Company to the estimated fair value of
the Company’s individual assets, liabilities, and identifiable intangible assets. Impairment exists when the carrying
amount of goodwill exceeds this implied fair value. First California uses independent data where possible in
determining the fair value of the Company and in determining appropriate market factors used in the fair value
calculations. At December 31, 2009, the annual assessment resulted in the conclusion that goodwill was not impaired.
At March 31, 2010, an interim assessment was not performed as first quarter results were not materially different than
the estimates used in the year-end assessment.

An impairment assessment is performed quarterly on the securities available-for-sale portfolio in accordance with
Financial Accounting Standards Board, or FASB, accounting standards codification guidance related to the
consideration of impairment related to certain debt and equity securities. All of the securities classified as
available-for-sale are debt securities.

If the Company does not intend to sell, and it is more likely than not that the entity is not required to sell, a debt
security before recovery of its cost basis, other-than-temporary impairment is separated into (a) the amount
representing credit loss and (b) the amount related to other factors. The amount of the other-than-temporary
impairment related to credit loss is recognized in earnings and other-than-temporary impairment related to other
factors is recognized in other comprehensive income (loss). Other-than-temporary declines in fair value are assessed
based on the duration the security has been in a continuous unrealized loss position, the severity of the decline in
value, the rating of the security, the long-term financial outlook of the issuer, the expected future cash flows from the
security and the Company’s ability and intent to hold the security until the fair value recovers. Please see the “Securities”
section of Management’s Discussion and Analysis in this document for a detailed explanation of the impairment
analysis process. The Company will continue to evaluate the securities portfolio for other-than-temporary impairment
at each reporting date and can provide no assurance there will not be an other-than-temporary impairment in future
periods.

For 2009, other-than-temporary impairment related to the credit loss on three debt securities and recognized in
earnings was $1.1 million. In addition, an impairment of $0.4 million on a $1.0 million community
development-related equity investment was recognized in earnings in 2009. There was an additional impairment of
$18,000 recognized in the three months ended March 31, 2010 related to the community development-related equity
investment.

NOTE 2 – RECENTLY ISSUED AND ADOPTED ACCOUNTING PRONOUNCEMENTS

Fair Value Measurements and Disclosures – Improving Disclosures about Fair Value Measurements. On January 21,
2010, the FASB issued amended guidance for fair value measurement disclosures. The update requires a reporting
entity to disclose separately the amounts of significant transfers in and out of Level 1 and Level 2 fair value
measurements and describe the reasons for the transfers. Furthermore, this update requires a reporting entity to present
separately information about purchases, sales, issuances, and settlements in the reconciliation for fair value
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measurements using significant unobservable inputs; clarifies existing fair value disclosures about the level of
disaggregation and about inputs and valuation techniques used to measure fair value; and amends guidance on
employers’ disclosures about postretirement benefit plan assets to require that disclosures be provided by classes of
assets instead of by major categories of assets. The new guidance is effective for interim and annual reporting periods
beginning after December 15, 2009, except for the disclosures about purchases, sales, issuances, and settlements in the
roll forward of activity in Level 3 fair value measurements. Those disclosures are effective for fiscal years beginning
after December 15, 2010 and for interim periods within those fiscal years. In the period of initial adoption, entities
will not be required to provide the amended disclosures for any previous periods presented for comparative purposes.
The Company adopted this guidance effective January 1, 2010, which resulted in increased financial statement
disclosures and did not have any impact on the Company’s financial condition, results of operations, or cash flows.

Accounting for Consolidation of Variable Interest Entities. On June 12, 2009, the FASB issued guidance for amending
certain requirements of consolidation of variable interest entities, or VIEs. This guidance is to improve financial
reporting by enterprises involved with VIEs and to provide more relevant and reliable information to users of financial
statements. This guidance is effective as of the beginning of each reporting entity’s first annual reporting period that
begins after November 15, 2009, for interim periods within that first annual reporting period, and for interim and
annual reporting periods thereafter. Earlier application was prohibited. The Company evaluated its investments in
VIEs held as of January 1, 2010, and determined that consolidation accounting is not required under the new
accounting guidance. Therefore, the adoption of this guidance did not have a material impact on the Company’s
financial condition, results of operations, or cash flows.

7
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Accounting for Transfers of Financial Assets. On June 12, 2009, the FASB issued guidance intended to improve the
relevance, representational faithfulness, and comparability of the information that a reporting entity provides in its
financial reports about a transfer of financial assets; the effects of a transfer on its financial position, financial
performance, and cash flows; and a transferor’s continuing involvement in transferred financial assets. This guidance is
effective as of the beginning of each reporting entity’s first annual reporting period that begins after November 15,
2009, for interim periods within that first annual reporting period, and for interim and annual reporting periods
thereafter. Earlier application was prohibited. The Company adopted this guidance as of January 1, 2010, and the
adoption did not have a material impact on the Company’s financial condition, results of operations, or cash flows.

NOTE 3 – ACQUISITION

On January 23, 2009, or the Transaction Date, the Bank assumed the insured, non-brokered deposits of 1st Centennial
Bank from the FDIC, acting in its capacity as receiver of 1st Centennial Bank. Under the terms of the purchase and
assumption agreement between the Bank and the FDIC, the Bank also purchased certain assets from the FDIC at the
close of the transaction. The Bank paid cash consideration of $48.8 million to the FDIC for the assets acquired and
liabilities assumed. The Bank continues to operate the former 1st Centennial Bank’s six branch locations as part of the
Bank’s seventeen branch locations. The Company desired this transaction to enter into new markets and to assume a
diversified deposit portfolio with a large percentage of stable core deposits.

Under the acquisition method of accounting, the Bank recorded the assets acquired and liabilities assumed based on
their estimated fair values as of the Transaction Date. Results of operations for the three months ended March 31,
2009 include the effects of the assumption of deposits and purchase of assets from the FDIC from the Transaction
Date. The excess of the purchase price over the estimated fair values of the underlying assets acquired, the identified
intangible assets, and liabilities assumed was allocated to goodwill. Goodwill represents intangible assets that do not
qualify for separate recognition.

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed as of the
Transaction Date.

(Dollars in thousands)
Assets Acquired:
Federal Funds sold $113,090
Securities 88,969
Loans 101,217
Goodwill 10,606
Core deposit intangible 4,755
Other assets 1,365

Total assets acquired 320,002

Liabilities Assumed:
Deposits 269,688
Other liabilities 1,524

Total liabilities assumed 271,212

Total cash consideration paid to FDIC $48,790
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The Bank based the allocation of the purchase price above on the fair values of the assets acquired and the liabilities
assumed. All of the resulting goodwill is expected to be deductible for tax purposes.

The following information presents the pro forma results of operations for the three months ended March 31, 2009, as
though the transaction had occurred on January 1, 2009. The pro forma data was derived by combining the historical
consolidated financial information of First California and the results of operations from the assets purchased and
liabilities assumed from the FDIC using the acquisition method of accounting for business combinations. The pro
forma results do not necessarily indicate results that would have been obtained had the transaction actually occurred
on January 1, 2009 or the results that may be achieved in the future.

(in thousands, except per share data)

Pro forma
Three months ended
March 31, 2009

Net interest income $ 11,276
Noninterest income 2,003
Noninterest expense 10,999
Provision for loan losses 5,069

Loss before provision for income taxes (2,789 )
Income tax benefit 1,194

Net loss $ (1,595 )

Pro forma loss per common share:
Basic $ (0.15 )
Diluted $ (0.15 )
Pro forma weighted average shares:
Basic 11,528
Diluted 11,528

8
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NOTE 4 – SECURITIES

The amortized cost, gross unrealized gains, gross unrealized losses and estimated fair values of securities
available-for-sale at March 31, 2010 and December 31, 2009 are summarized as follows:

March 31, 2010

Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Estimated
Fair
Value

(in thousands)
U.S. Treasury notes/bills $98,988 $75 $(37 ) $99,026
U.S. government agency notes 76,986 238 (47 ) 77,177
U.S. government agency mortgage-backed securities 46,282 349 (213 ) 46,418
U.S. government agency collateralized mortgage obligations 35,905 79 (174 ) 35,810
Private label collateralized mortgage obligations 30,424 20 (5,678 ) 24,766
Municipal securities 6,913 45 (51 ) 6,907
Other domestic debt securities 4,827 — (1,850 ) 2,977

Securities available-for-sale $300,325 $806 $(8,050 ) $293,081

December 31, 2009

Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Estimated
Fair
Value

(in thousands)
U.S. Treasury notes/bills $142,617 $114 $(71 ) $142,660
U.S. government agency notes 77,097 170 (102 ) 77,165
U.S. government agency mortgage-backed securities 47,034 280 (467 ) 46,847
U.S. government agency collateralized mortgage obligations 47,028 68 (156 ) 46,940
Private label collateralized mortgage obligations 32,984 17 (7,456 ) 25,545
Municipal securities 7,985 98 (55 ) 8,028
Other domestic debt securities 4,848 — (2,388 ) 2,460

Securities available-for-sale $359,593 $747 $(10,695 ) $349,645

As of March 31, 2010, securities available-for-sale with a fair value of $122.3 million were pledged as collateral for
borrowings, public deposits and other purposes as required by various statutes and agreements.

The following table shows the gross unrealized losses and amortized cost of the Company’s securities with unrealized
losses that are not deemed to be other-than-temporarily impaired, aggregated by investment category and length of
time that individual securities have been in a continuous unrealized loss position at March 31, 2010 and December 31,
2009. This table excludes the three securities with other-than-temporary impairments at March 31, 2010 and
December 31, 2009.

9
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At March 31, 2010
Less Than 12 Months Greater Than 12 Months Total

Amortized
Cost

Unrealized
Losses

Amortized
Cost

Unrealized
Losses

Amortized
Cost

Unrealized
Losses

(in thousands)
U.S. Treasury notes/bills $30,726 $(35 ) $— $— $30,726 $(35 )
U.S. government agency notes 12,591 (47 ) — — 12,591 (47 )
U.S. government agency
mortgage-backed securities 37,663 (213 ) — — 37,663 (213 )
U.S. government agency
collateralized mortgage
obligations 26,549 (174 ) — — 26,549 (174 )
Private-label collateralized
mortgage obligations — — 15,448 (2,746 ) 15,448 (2,746 )
Municipal securities 3,869 (50 ) 172 (2 ) 4,041 (52 )
Other domestic debt securities — — 4,827 (1,850 ) 4,827 (1,850 )

$111,398 $(519 ) $20,447 $(4,598 ) $131,845 $(5,117 )

At December 31, 2009
Less Than 12 Months Greater Than 12 Months Total

Amortized
Cost

Unrealized
Losses

Amortized
Cost

Unrealized
Losses

Amortized
Cost

Unrealized
Losses

(in thousands)
U.S. Treasury notes/bills $55,962 $(71 ) $— $— $55,962 $(71 )
U.S. government agency notes 17,613 (102 ) — — 17,613 (102 )
U.S. government agency
mortgage-backed securities 38,349 (467 ) — — 38,349 (467 )
U.S. government agency
collateralized mortgage
obligations 19,113 (156 ) — — 19,113 (156 )
Private-label collateralized
mortgage obligations — — 17,424 (4,147 ) 17,424 (4,147 )
Municipal securities 4,399 (53 ) 172 (2 ) 4,571 (55 )
Other domestic debt securities — — 4,848 (2,388 ) 4,848 (2,388 )

$135,436 $(849 ) $22,444 $(6,537 ) $157,880 $(7,386 )

An impairment analysis on our debt and equity securities is performed each quarter by the Company. When the
Company does not intend to sell, and it is more-likely-than-not that the Company is not required to sell, a debt
security before recovery of its cost basis, the Company separates other-than-temporary impairment into (a) the amount
representing credit loss and (b) the amount related to other factors. The Company recognizes in earnings the amount
of other-than-temporary impairment related to credit loss. The Company recognizes in other comprehensive income
the amount of other-than-temporary impairment related to other factors. The Company’s assessment of
other-than-temporary declines in fair value considers the duration the debt security has been in a continuous
unrealized loss position, the severity of the decline in value, the rating of the debt security, and the long-term financial
outlook of the issuer. In addition, the Company considers the expected future cash flows of the debt security and our
ability and intent on holding the debt security until the fair values recover. For 2009, other-than-temporary impairment
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related to the credit loss on three debt securities and recognized in earnings was $1.1 million. In addition, the
Company recognized an impairment of $0.4 million on a $1.0 million community development-related equity
investment. There was an additional impairment of $18,000 recognized in the three months ended March 31, 2010
related to the community development-related equity investment.

The Company will continue to evaluate the securities portfolio for other-than-temporary impairment at each reporting
date and can provide no assurance there will not be further other-than-temporary impairments in future periods.

The following table presents the other-than-temporary impairment activity related to credit loss, which is recognized
in earnings, and the other-than-temporary impairment activity related to all other factors, which are recognized in
other comprehensive income.

Three Months Ended March 31, 2010

(in thousands)

Impairment
Related to
Credit Loss

Impairment
Related to

Other Factors
Total

Impairment
Recognized as of beginning of period $1,115 $ — $1,115
Charges on securities for which OTTI was previously recognized — — —

Recognized as of end of period $1,115 $ — $1,115

10
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The amortized cost and estimated fair value of securities by contractual maturities are shown below. 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.

At March 31, 2010
Amortized

Cost Fair Value
(in thousands)

Due in one year or less $58,925 $58,964
Due after one year through five years 113,570 113,773
Due after five years through ten years 14,450 14,391
Due after ten years 113,380 105,953

Total $300,325 $293,081

NOTE 5 – LOANS AND ALLOWANCE FOR LOAN LOSSES

The loan portfolio by type consists of the following:

(in thousands)

At
March 31,
2010

At
December 31,

2009
Commercial mortgage $388,094 $ 381,334
Commercial loans and lines of credit 222,025 235,849
Multifamily mortgage 138,839 138,548
Construction and land development 73,423 86,609
Home mortgage 51,871 51,036
Home equity loans and lines of credit 39,700 40,122
Installment and credit card 5,352 5,748

Total loans                                                                                              919,304 939,246
Allowance for loan losses (15,598 ) (16,505 )

Loans, net                                                                                              $903,706 $ 922,741

At March 31, 2010, loans with a balance of $522.4 million were pledged as security for Federal Home Loan Bank, or
FHLB, advances. Loan balances include net deferred fees of $1.2 million and $1.5 million at March 31, 2010 and
December 31, 2009, respectively.

Most of the Company’s lending activity is with customers located in the six Southern California counties where our
branches are located. The Company has no significant credit exposure to any individual customer; however, the
economic condition in Southern California could adversely affect customers. A significant portion of our loans are
collateralized by real estate. Changes in the economic condition in Southern California could adversely affect the
value of real estate.

Changes in the allowance for loan losses were as follows:

Three Months
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Ended March 31,
(in thousands) 2010 2009
Beginning balance $16,505 $8,048
Provision for loan losses 1,754 5,069
Loans charged-off (2,733 ) (1,847 )
Recoveries on loans previously charged-off 72 5

Ending balance $15,598 $11,275

11
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Past due loans and foreclosed assets consist of the following:

(dollars in thousands)

At
March 31,
2010

At
December 31,

2009
Accruing loans past due 30 - 89 days $2,520 $ 14,592
Accruing loans past due 90 days or more $— $ 200
Nonaccrual loans $37,034 $ 39,958
Foreclosed assets $5,997 $ 4,893

There were $37.0 million and $8.4 million of nonaccrual loans at March 31, 2010 and March 31, 2009, respectively.
Had these loans performed according to their original terms, additional interest income of approximately $565,000
and $154,000 would have been recognized in the three months ended March 31, 2010 and March 31, 2009,
respectively.

The Company considers a loan to be impaired when, based on current information and events, the Company does not
expect to be able to collect all amounts due according to the loan contract, including scheduled interest payments. Due
to the size and nature of the loan portfolio, impaired loans are determined by periodic evaluation on an individual loan
basis. The average balance of impaired loans was $38.2 million for the three months ended March 31, 2010 and $35.6
million for the three months ended March 31, 2009. Impaired loans were $37.0 million at March 31, 2010 and $40.0
million at December 31, 2009. Loan loss allowances for individually impaired loans are computed in accordance with
FASB accounting standards related to accounting by creditors for impairment of a loan and are based on either the
estimated collateral value less estimated selling costs (if the loan is a collateral-dependent loan), or the present value
of expected future cash flows discounted at the loan’s effective interest rate. Of the $37.0 million of impaired loans at
March 31, 2010, $4.1 million had specific allowances of $2.0 million. Of the $40.0 million of impaired loans at
December 31, 2009, $3.5 million had specific allowances of $2.7 million.

NOTE 6 – GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill was $60.7 million at March 31, 2010 and at December 31, 2009.  No impairment loss was recognized for
the periods ended March 31, 2010 and March 31, 2009.

Core deposit intangibles, net of accumulated amortization, were $8.4 million at March 31, 2010 and $8.7 million at
December 31, 2009.  Amortization expense for the three months ended March 31, 2010 and 2009 was $316,000 and
$277,000, respectively.

Trade name intangible, net of accumulated amortization, was $2.8 million at March 31, 2010 and $2.9 million at
December 31, 2009. Amortization expense for the three months ended March 31, 2010 and 2009 was $100,000 in
each period.

NOTE 7 — DERIVATIVES AND HEDGING ACTIVITY

Risk Management Objective of Using Derivatives

The Company is exposed to certain risks arising from both its business operations and economic conditions. The
Company principally manages its exposures to a wide variety of business and operational risks through management
of its core business activities. The Company manages economic risks, including interest rate, liquidity, and credit risk,
primarily by managing the amount, sources, and duration of its assets and liabilities through the use of derivative
financial instruments. Specifically, the Company enters into derivative financial instruments to manage exposures that
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arise from business activities that result in the receipt or payment of future known and uncertain cash amounts, the
value of which are determined by interest rates. The Company’s derivative financial instruments are used to manage
differences in the amount, timing, and duration of the Company’s known or expected cash receipts and its known or
expected cash payments principally related to certain variable-rate loan assets and borrowings. The Company does not
use derivatives for trading or speculative purposes and currently does not have any derivatives that are not designated
in qualifying hedging relationships.

Fair Values of Derivative Instruments on the Balance Sheet

The table below presents the fair value of the Company’s derivative financial instruments as well as their classification
on the balance sheets as of March 31, 2010 and December 31, 2009.

12
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Tabular Disclosure of Fair Values of Derivative Instruments
Asset Derivatives Liability Derivatives

As of March 31,
2010

As of December 31,
2009

As of March 31,
2010

As of December 31,
2009

Balance
Sheet

Location
Fair
Value

Balance
Sheet

Location
Fair
Value

Balance
Sheet

Location
Fair
Value

Balance
Sheet

Location
Fair
Value

Derivatives
designated as
hedging
instruments
Interest Rate
Products

Other
Assets $ 106,568

Other
Assets $ 194,680

Other
Liabilities $ —

Other
Liabilities $ —

Total derivatives
designated as
hedging
instruments $ 106,568 $ 194,680 $ — $ —

Cash Flow Hedges of Interest Rate Risk

The Company’s objectives in using interest rate derivatives are to add stability to interest income and expense and to
manage its exposure to interest rate movements. To accomplish this objective, the Company primarily uses interest
rate swaps and caps as part of its interest rate risk management strategy. For hedges of the Company’s variable-rate
loan assets, interest rate swaps designated as cash flow hedges involve the receipt of fixed amounts from a
counterparty in exchange for the Company making variable payments over the life of the agreements without
exchange of the underlying notional amount. For hedges of the Company’s variable-rate borrowings, interest rate caps
designated as cash flow hedges involve the receipt of variable amounts from a counterparty if interest rates rise above
the strike rate on the contract in exchange for an up-front premium. As of March 31, 2010, and December 31, 2009,
the Company had one interest rate cap with a notional amount of $10.3 million that was designated as a cash flow
hedge associated with the Company’s variable-rate borrowings. The cap is forward-starting and will become effective
December 15, 2010.

The effective portion of changes in the fair value of derivatives designated and that qualify as cash flow hedges is
recorded in Other Comprehensive Income and is subsequently reclassified into earnings in the period that the hedged
forecasted transaction affects earnings. The ineffective portion of the change in fair value of the derivatives is
recognized directly in earnings. During the three months ended March 31, 2010, such derivatives were used to hedge
the forecasted variable cash outflows associated with subordinated debt related to trust preferred securities.  No hedge
ineffectiveness was recognized during the three months ended March 31, 2010. The Company did not have any
outstanding derivatives during the three months ended March 31, 2009.

Amounts reported in Other Comprehensive Income related to derivatives will be reclassified to interest expense as
interest payments are made on the Company’s variable-rate liabilities. During the next twelve months, the Company
estimates that an additional $2,888 will be reclassified as an addition to interest expense.

Effect of Derivative Instruments on the Income Statement

The tables below present the effect of the Company’s derivative financial instruments on the statements of operations
for the three months ended March 31, 2010 and 2009.
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Derivatives
in Cash Flow
Hedging
Relationships

Amount of Gain
or (Loss)

Recognized in
OCI on

Derivative
(Effective Portion)
Three Months Ended

March 31,

Location of Gain
or

(Loss)
Reclassified from
Accumulated OCI

into
Income

(Effective Portion)

Amount of Gain
or (Loss)

Reclassified from
Accumulated
OCI into
Income

(Effective Portion)
Three Months

Ended
March 31,

Location of Gain or
(Loss) Recognized in
Income on Derivative
(Ineffective Portion)

Amount of Gain
or (Loss)

Recognized in
Income on
Derivative

(Ineffective Portion)
Three Months

Ended
March 31,

2010 2009 2010 2009 2010 2009
Interest Rate
Products $ (88,112 ) $ — Interest income $ — $ — Other non-interest income $ — $ —

Total $ (88,112 ) $ — $ — $ — $ — $ —

13
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Derivatives Not
Designated as
Hedging Instruments

Location of Gain or (Loss)
Recognized in Income on

Derivatives

Amount of Gain or
(Loss) Recognized in
Income on Derivatives
Three Months Ended

March 31,
2010 2009

Interest Rate Products Other non-interest  income $ — $ —

Total $ — $ —

Credit-risk-related Contingent Features

The terms of the one outstanding interest rate cap at March 31, 2010 does not contain any credit-risk-related
contingent features. Therefore, consideration of the counterparty’s credit risk is not applicable.

The Company has no derivatives payable, so consideration of the Company’s own credit risk is not applicable.

NOTE 8 – EARNINGS (LOSS) PER SHARE

Basic earnings (loss) per share, or EPS, excludes dilution and is computed by dividing income (loss) available to
common shareholders by the weighted average number of common shares outstanding for the period. Diluted EPS
reflects the potential dilution that could occur if common shares were issued pursuant to the exercise of common stock
options under the Company’s stock option plans and if common shares were issued from the conversion of the
convertible preferred stock.

The following table illustrates the computations of basic and diluted EPS for the periods indicated:

Three months ended March 31,
2010 2009

(in thousands, except per share data) Diluted Basic Diluted Basic

Net Income (loss) as reported $117 $117 $(1,878 ) $(1,878 )
Less preferred stock dividend declared (313 ) (313 ) (194 ) (194 )
Net loss available to common shareholders $(196 ) $(196 ) $(2,072 ) $(2,072 )
Weighted average common shares outstanding-Basic 12,910 12,910 11,528 11,528
Options - - - -
Restricted stock - - - -
Convertible preferred stock - - - -
Weighted average common shares outstanding-Diluted(1) 12,910 12,910 11,528 11,528
Loss per common share $(0.02 ) $(0.02 ) $(0.18 ) $(0.18 )
__________________
(1)In accordance with FASB accounting standards related to earnings per share, due to the net loss for the periods

presented, the impact of securities convertible to common stock is not included as its effect would be anti-dilutive.
The dilutive calculation excludes 312,607 and 288,815 weighted average shares for the three months ended March
31, 2010 and 2009, respectively.

The increase in weighted average common shares outstanding for the three months ended March 31, 2010 compared
to prior periods was the result of the Company’s consummation of an underwritten public offering of common stock at
a price of $2.50 per share in March 2010.  The Company sold 16,560,000 common shares, which include the exercise
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by the underwriter of its over-allotment option, for gross proceeds of $41.1 million. The Company contributed $36.0
million to our bank subsidiary. The Company intends to use the net proceeds of this public offering for general
corporate purposes, including funding working capital requirements, supporting the growth of our business from
internal efforts and from whole bank or failed bank acquisitions, and regulatory capital needs related to any such
growth and acquisitions.
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NOTE 9 – COMPREHENSIVE INCOME (LOSS)

Comprehensive income (loss) is the change in equity during a period from transactions and other events and
circumstances from non-owner sources. Total comprehensive income (loss) was as follows:

Three Months ended
March 31,

(in thousands) 2010 2009
Other comprehensive income (loss):
Unrealized (loss) on interest rate cap $(88 ) $—
Unrealized gain on securities available for sale 2,704 1,965
Reclassification adjustment for securities gains included in net income (132 ) (671 )

Other comprehensive income, before tax 2,484 1,294
Income tax expense related to items of other comprehensive income (1,100 ) (203 )

Other comprehensive income 1,384 1,091
Net income (loss) 117 (1,878 )

Comprehensive income (loss) $1,501 $(787 )

NOTE 10 – FAIR VALUE MEASUREMENT

The FASB accounting standards codification related to fair value measurements defines fair value, establishes a
framework for measuring fair value including a three-level valuation hierarchy, and expands disclosures about fair
value measurement. This standard applies to all financial assets and liabilities that are being measured and reported at
fair value on a recurring and non-recurring basis.

As defined in the FASB accounting standards codification, fair value is the exchange price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date reflecting assumptions that a market participant would use when pricing an asset or liability. The following table
presents information about the Company’s assets and liabilities measured at fair value on a recurring and non-recurring
basis as of March 31, 2010.The hierarchy uses three levels of inputs to measure the fair value of assets and liabilities
as follows:

• Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets.

•Level 2: Observable inputs other than Level 1, including quoted prices for similar assets and liabilities in active
markets; quoted prices in less active markets, or other observable inputs that can be corroborated by observable
market data, either directly or indirectly, for substantially the full term of the financial instrument. This category
generally includes available-for-sale securities which are regularly priced in an active market.

•Level 3: Inputs to a valuation methodology that are unobservable, supported by little or no market activity, and
significant to the fair value measurement. These valuation methodologies generally include pricing models,
discounted cash flow models, or a determination of fair value that requires significant management judgment or
estimation. This category also includes observable inputs from a pricing service not corroborated by observable
market data.
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The Company uses fair value to measure certain assets, primarily securities available-for-sale, on a recurring basis
when fair value is the primary measure for accounting. Fair value is used on a nonrecurring basis to measure certain
assets when applying lower of cost or market accounting or when adjusting carrying values, such as for loans
held-for-sale, collateral dependent impaired loans, and foreclosed property. Fair value is also used when evaluating
impairment on certain assets, including securities, goodwill, core deposit and other intangibles, for valuing assets and
liabilities acquired in a business combination and for disclosures of financial instruments as required by the FASB
accounting standards codification related to fair value disclosure reporting.

The following tables present information on the assets measured and recorded at fair value on a recurring and
nonrecurring basis at March 31, 2010.

15
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Financial Assets Measured at Fair Value
on a

Recurring Basis at
March 31, 2010, Using

Fair value
at

March 31, 2010

Quoted prices in
active
markets
for

identical
assets

(Level 1)

Other
observable
inputs

(Level 2)

Significant
unobservable

inputs
(Level 3)

(in thousands)
Available-for-sale securities $293,081 $— $293,081 $ —

Total assets measured at fair value $293,081 $— $293,081 $ —

Financial Assets Measured at Fair Value
on a

Non-Recurring Basis at
March 31, 2010, Using

Fair value
at

March 31, 2010

Quoted prices in
active
markets
for

identical
assets

(Level 1)

Other
observable
inputs

(Level 2)

Significant
unobservable

inputs
(Level 3)

Total
gains
(losses)

(in thousands)
Impaired loans $2,075 $— $— $ 2,075 $(1,709 )
Foreclosed property 5,997 — — 5,997 (155 )

Total assets measured at fair value $8,072 $— $— $ 8,072 $(1,864 )

There were no significant transfers of assets into or out of Level 1, Level 2 or Level 3 of the fair value hierarchy
during the quarter ended March 31, 2010. There have been no changes in valuation techniques for the quarter ended
March 31, 2010 and are consistent with techniques used in prior periods.

The following methods were used to estimate the fair value of each class of financial instrument above:

Available-for-sale securities – Fair values for securities are based on quoted market prices of identical securities, where
available (Level 1). When quoted prices of identical securities are not available, the fair value estimate is based on
quoted market prices of similar securities, adjusted for differences between the securities (Level 2). Adjustments may
include amounts to reflect differences in underlying collateral, interest rates, estimated prepayment speeds, and
counterparty credit quality. In determining the fair value of the securities categorized as Level 2, the Company obtains
a report from a nationally recognized broker-dealer detailing the fair value of each security in our portfolio as of each
reporting date. The broker-dealer uses observable market information to value our securities, with the primary source
being a nationally recognized pricing service. The Company reviews the market prices provided by the broker-dealer
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for our securities for reasonableness based upon our understanding of the marketplace and we consider any credit
issues related to the bonds. As the Company has not made any adjustments to the market quotes provided to us and
they are based on observable market data, they have been categorized as Level 2 within the fair value hierarchy.

Impaired loans – Impaired loans are measured and recorded at the fair value of the loan’s collateral on a nonrecurring
basis as the impaired loans shown are collateral dependent. The fair value of each loan’s collateral is generally based
on estimated market prices from an independently prepared appraisal, which is then adjusted for the estimated cost
related to liquidating such collateral; such valuation inputs result in a nonrecurring fair value measurement that is
categorized as a Level 3 measurement.

Foreclosed property – Foreclosed property is initially measured at fair value at acquisition and carried at the lower of
this new cost or fair value on a nonrecurring basis. The foreclosed property shown is collateral dependent and,
accordingly, is measured based on the fair value of such collateral. The fair value of collateral is generally based on
estimated market prices from an independently prepared appraisal, which is then adjusted for the estimated cost
related to liquidating such collateral; such valuation inputs result in a nonrecurring fair value measurement that is
categorized as a Level 3 measurement.

The FASB accounting standards codification requires that the Company disclose estimated fair values for its financial
instruments during annual and interim reporting periods. Fair value estimates, methods and assumptions, set forth
below for our financial instruments, are made solely to comply with the requirements of the disclosures regarding fair
value of financial instruments. The following describes the methods and assumptions used in estimating the fair values
of financial instruments, excluding financial instruments already recorded at fair value as described above.
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Cash and cash equivalents – The carrying amounts of cash and interest bearing deposits at other banks is assumed to be
the fair value given the liquidity and short-term nature of these deposits.

Loans – Loans are not measured at fair value on a recurring basis. Therefore, the following valuation discussion relates
to estimating the fair value to be disclosed under fair value disclosure requirements.  Loans were divided into three
major groups. The loan groups included (1) loans that mature or re-price in three months or less, (2) loans that
amortize or mature in more than three months, and (3) impaired loans. We estimated the fair value of impaired loans
and loans that mature or re-price within three months at their carrying value. We used discounted cash flow
methodology to estimate the fair value of loans that amortize or mature in more than three months. We developed
pools of these loans based on similar characteristics such as underlying type of collateral, fixed or adjustable rate of
interest, payment or amortization method and other factors. We projected monthly principal and interest cash flows
based on the contractual terms of the loan, adjusted for assumed prepayments, and discounted these at a rate that
considered funding costs, a market participant’s required rate of return and adjusted for servicing costs and a liquidity
discount. Loans are not normally purchased and sold by the Company, and there are no active trading markets for
much of this portfolio.

Deposits – The fair values disclosed for demand deposits are, by definition, equal to the amount payable on demand at
the reporting date (that is, their carrying amounts). The carrying amounts of variable-rate money market accounts and
fixed-term certificates of deposit (CDs) approximate their fair values at the reporting date. Fair values for fixed-rate
CDs are estimated using a discounted cash flow calculation that applies interest rates currently being offered on
certificates to a schedule of aggregated expected monthly maturities on time deposits.

Federal Home Loan Bank advances and other borrowings – The fair value of the FHLB advances and other borrowings
is estimated using a discounted cash flow analysis based on the Company’s current incremental borrowing rates for
similar types of borrowing arrangements.

Junior subordinated debentures – The fair value of the debentures is estimated using a discounted cash flow analysis
based on current incremental borrowing rates for similar types of borrowing arrangements.

Off-balance sheet instruments – Off-balance sheet instruments include unfunded commitments to extend credit and
standby letters of credit. The fair value of these instruments is not considered practicable to estimate because of the
lack of quoted market prices and the inability to estimate fair value without incurring excessive costs.

The following table estimates fair values and the related carrying amounts of the Company’s financial instruments:

At March 31, 2010

(in thousands)
Carrying
Amount

Estimated
Fair Value

Financial assets:
Cash, due from banks and interest bearing deposits with other banks $102,880 $102,880
Securities available-for-sale 293,081 293,081
FHLB and other stock 9,490 9,490
Loans, net 903,706 767,753
Interest rate cap 107 107
Financial liabilities:
Demand deposits, money market and savings $741,470 $741,470
Time certificates of deposit 334,025 334,857
FHLB advances and other borrowings 133,500 135,374
Junior subordinated debentures 26,766 16,010
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These fair value disclosures represent the Company’s best estimates based on relevant market information and
information about the financial instruments. Fair value estimates are based on judgments regarding future expected
loss experience, current economic conditions, risk characteristics of the various instruments, and other factors. These
estimates are subjective in nature and involve uncertainties and matters of significant judgment and therefore cannot
be determined with precision. Changes in the above methodologies and assumptions could significantly affect the
estimates.
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Item 2.     Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

This discussion contains certain forward-looking statements about us; we intend these statements to fall under the safe
harbor for “forward-looking statements” provided by the Private Securities Litigation Reform Act of 1995. All
statements other than statements of historical fact are forward-looking statements. Such statements involve inherent
risks and uncertainties, many of which are difficult to predict and are generally beyond our control. We caution
readers that a number of important factors could cause actual results to differ materially from those expressed in,
implied or projected by, such forward-looking statements. Risks and uncertainties include, but are not limited to:

• revenues are lower than expected;

• credit quality deterioration, which could cause an increase in the provision for loan losses;

• competitive pressure among depository institutions increases significantly;

• changes in consumer spending, borrowings and savings habits;

•our ability to successfully integrate acquired entities or to achieve expected synergies and operating efficiencies
within expected time-frames or at all;

• technological changes;

• the cost of additional capital is more than expected;

• a change in the interest rate environment reduces interest margins;

• asset/liability repricing risks and liquidity risks;

•general economic conditions, particularly those affecting real estate values, either nationally or in the market areas in
which we do or anticipate doing business are less favorable than expected;

• legislative, accounting or regulatory requirements or changes adversely affecting our business;

•the effects of and changes in monetary and fiscal policies and laws, including the interest rate policies of the Board of
Governors of the Federal Reserve, or the Federal Reserve Board;

• recent volatility in the credit or equity markets and its effect on the general economy;

•regulatory approvals for acquisitions cannot be obtained on the terms expected or on the anticipated schedule; and

•demand for the products or services of First California and the Bank, as well as their ability to attract and retain
qualified people.
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If any of these risks or uncertainties materializes, or if any of the assumptions underlying such forward-looking
statements proves to be incorrect, our results could differ materially from those expressed in, implied or projected by,
such forward-looking statements. For information with respect to factors that could cause actual results to differ from
the expectations stated in the forward-looking statements, see “Risk Factors” under Part I, Item 1A in our 2009 Annual
Report on Form 10-K. We urge investors to consider all of these factors carefully in evaluating the forward-looking
statements contained in this Quarterly Report on Form 10-Q. We make these forward-looking statements as of the
date of this document and we do not intend, and assume no obligation, to update the forward-looking statements or to
update the reasons why actual results could differ from those expressed in, or implied or projected by, the
forward-looking statements. All forward-looking statements contained in this document and all subsequent written
and oral forward-looking statements attributable to us or any other person acting on our behalf, are expressly qualified
by these cautionary statements.

Overview

First California Financial Group, Inc., or First California, or the Company, is a bank holding company which serves
the comprehensive banking needs of businesses and consumers in Los Angeles, Orange, Riverside, San Bernardino,
San Diego and Ventura counties through our wholly-owned subsidiary, First California Bank, or the Bank. The Bank
is a state chartered commercial bank that provides traditional business and consumer banking products through 17
full-service branch locations. The Company also has two unconsolidated statutory business trust subsidiaries, First
California Capital Trust I and FCB Statutory Trust I, which raised capital through the issuance of trust preferred
securities.

At March 31, 2010, we had consolidated total assets of $1.4 billion, total loans of $919.3 million, deposits of $1.1
billion and shareholders’ equity of $196.8 million. At December 31, 2009, we had consolidated total assets of $1.5
billion, total loans of $939.2 million, deposits of $1.1 billion and shareholders’ equity of $157.2 million.

For the first quarter of 2010, we had net income of $0.1 million, compared to a net loss of $1.9 million for the first
quarter of 2009.  The net loss for the 2009 first quarter was due largely to the $5.1 million provision for loan losses.

After a dividend payment on our Series B preferred shares of $312,500 in the first quarter of 2010 and a dividend
payment of $194,000 for the first quarter of 2009, we incurred a loss per diluted common share of $0.02 for the 2010
first quarter and a loss per diluted common share of $0.18 for the 2009 first quarter.

Critical accounting policies

We base our discussion and analysis of our consolidated results of operations and financial condition on our unaudited
consolidated interim financial statements and our audited consolidated financial statements which have been prepared
in accordance with accounting principles generally accepted in the United States of America. The preparation of these
consolidated financial statements requires us to make estimates and judgments that affect the reported amounts of
assets and liabilities, income and expense, and the related disclosures of contingent assets and liabilities at the date of
these consolidated financial statements. We believe these estimates and assumptions to be reasonably accurate;
however, actual results may differ from these estimates under different assumptions or circumstances. The following
are our critical accounting policies and estimates.
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Allowance for loan losses

We establish the allowance for loan losses through a provision charged to expense. We charge-off loan losses against
the allowance when we believe that the collectability of the loan is unlikely. The allowance is an amount that we
believe will be adequate to absorb probable losses on existing loans that may become uncollectible, based on
evaluations of the collectability of loans and prior loan loss experience. Our evaluation includes an assessment of the
following factors: any external loan review and any regulatory examination, estimated probable loss exposure on each
pool of loans, concentrations of credit, value of collateral, the level of delinquent and nonaccrual loans, trends in the
portfolio volume, effects of any changes in the lending policies and procedures, changes in lending personnel, present
economic conditions at the local, state and national levels, the amount of undisbursed off-balance sheet commitments,
and a migration analysis of historical losses and recoveries for the prior sixteen quarters. We also evaluate individual
loans for impairment and if a portion of a loan is impaired, we charge-off the impaired amount or allocate a specific
reserve for that loan. Various regulatory agencies, as a regular part of their examination process, periodically review
our allowance for loan losses. Such agencies may require us to recognize additions to the allowance based on their
judgment of information available to them at the time of their examinations. The allowance for loan losses was $15.6
million at March 31, 2010 and was $16.5 million at December 31, 2009.

Deferred income taxes

We recognize deferred tax assets subject to our judgment that realization of the assets are more-likely-than-not. We
establish a valuation allowance when we determine that realization of income tax benefits may not occur in future
years. There were net deferred tax assets of $4.9 million at March 31, 2010 and $6.0 million at December 31, 2009.
There was no valuation allowance at either period end.

Derivative instruments and hedging

We record all derivatives on the balance sheet at fair value. For derivative instruments designated in cash flow
hedging relationships, we assess the effectiveness of the instruments in offsetting changes in the overall cash flows of
designated hedged transactions on a quarterly basis. To the extent these instruments are not effective, we recognize the
unrealized gains or losses directly in current period earnings. In December 2009, the Company purchased a $10.3
million notional forward-starting interest rate cap to limit the variable interest rate payments on the Company’s $10.3
million junior subordinated debentures. The first quarter 2010 and fourth quarter 2009 effectiveness assessments
indicated that this instrument was effective.

Assessments of impairment

We assess goodwill for impairment on an annual basis as of December 31, or at interim periods if an event occurs or
circumstances change which may indicate a change in the implied fair value of the goodwill. We estimate the implied
fair value of goodwill by comparing the estimated fair value of the Company to the estimated fair value of the
Company’s individual assets, liabilities, and identifiable intangible assets. Impairment exists when the carrying amount
of goodwill exceeds this implied fair value.  Based on the results of our assessment, we concluded that the fair value
of goodwill was greater than our carrying value and that no goodwill impairment existed at December 31, 2009.  At
March 31, 2010, we did not perform an interim assessment because first quarter results were not materially different
from the estimates used in our year-end assessment.

We also undertake an impairment analysis on our debt and equity securities each quarter. When we do not intend to
sell, and it is more likely than not that we are not required to sell, a debt security before recovery of its cost basis, we
separate other-than-temporary impairment into (a) the amount representing credit loss and (b) the amount related to
other factors. We recognize in earnings the amount of the other-than-temporary impairment related to credit loss. We
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recognize in other comprehensive income the amount of other-than-temporary impairment related to other factors. Our
assessment of other-than-temporary declines in fair value considers the duration the security has been in a continuous
unrealized loss position, the severity of the decline in value, the rating of the security, and the long-term financial
outlook of the issuer. In addition, we consider the expected future cash flows from the security and our ability and
intent to hold the security until the fair value recovers.

For 2009, other-than-temporary impairment related to the credit loss on three debt securities and recognized in
earnings was $1.1 million. In addition, we recognized an impairment loss of $0.4 million on a $1.0 million community
development-related equity investment in our 2009 earnings. We recognized an additional impairment loss of $18,000
on this community development-related equity investment in the first quarter of 2010.

Results of operations – for the three months ended March 31, 2010 and 2009

Net interest income

Our earnings are derived predominantly from net interest income, which is the difference between interest and fees
earned on loans, securities and federal funds sold (these asset classes are commonly referred to as interest-earning
assets) and the interest paid on deposits, borrowings and debentures (these liability classes are commonly referred to
as interest-bearing funds). The net interest margin is net interest income divided by average interest-earning assets.
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Our net interest income for the three months ended March 31, 2010 and 2009 was $10.7 million in each period. In the
first quarter of 2010, the decline in interest income offset the reduction in interest expense. Interest income for the
2010 first quarter was $14.6 million, down $1.5 million from $16.1 million for the 2009 first quarter. The decline was
due to lower-yielding securities. Interest expense for the 2010 first quarter was $3.9 million, down $1.5 million from
$5.4 million for the 2009 first quarter. The decrease was due to lower rates paid on interest-bearing deposits.

Our net interest margin (tax equivalent) for the first quarter of 2010 was 3.39 percent compared with 3.60 percent for
the same quarter last year. Compared with the first quarter a year ago, our net interest margin declined by 21 basis
points due to the adverse affect from higher levels of nonaccrual loans and the shift in the composition of our
securities portfolio to safer, but lower interest-yielding U.S. Treasury securities. The yield on interest-earning assets
for the first quarter of 2010 was 4.62 percent, down 77 basis points from 5.39 percent for the first quarter a year ago.
These adverse effects were partially offset by a continued reduction in the cost of our interest-bearing liabilities, which
equaled 1.66 percent for the 2010 first quarter, compared with 2.29 percent in the first quarter a year ago.

The following table presents the distribution of our average assets, liabilities and shareholders’ equity in combination
with the total dollar amounts of interest income from average interest earning assets and the resultant yields, and the
dollar amounts of interest expense and average interest bearing liabilities, expressed in both dollars and rates for the
three months ended March 31, 2010 and 2009.

Average Balance Sheet and Analysis of Net Interest Income

Three months ended March 31,
2010 2009

(dollars in thousands)
Average
Balance

Interest
Income/
Expense

Weighted
Average
Yield/Rate

Average
Balance

Interest
Income/
Expense

Weighted
Average
Yield/Rate

Loans1 $929,662 $12,987 5.67 % $874,413 $12,427 5.76 %
Securities 341,890 1,589 1.90 % 281,868 3,597 5.44 %
Federal funds sold and deposits
with banks 11,155 20 0.72 % 67,939 55 0.33 %

Total earning assets 1,282,707 $14,596 4.62 % 1,224,220 $16,079 5.39 %

Non-earning assets 160,393 152,837

Total average assets $1,443,100 $1,377,057

Interest bearing checking $79,663 $64 0.32 % $73,765 $46 0.25 %
Savings and money market 347,248 917 1.07 % 221,867 517 0.95 %
Certificates of deposit 362,932 1,191 1.33 % 471,225 2,804 2.41 %

Total interest bearing deposits 789,843 2,172 1.12 % 766,857 3,367 1.78 %

Borrowings 139,042 1,312 3.83 % 164,903 1,555 3.82 %
Junior subordinated debentures 26,759 439 6.56 % 26,707 487 7.30 %

Total borrowed funds 165,801 1,751 4.25 % 191,610 2,042 4.32 %
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Total interest bearing funds 955,644 $3,923 1.66 % 958,467 $5,409 2.29 %

Noninterest checking 305,047 239,138
Other liabilities 14,430 19,287
Shareholders’ equity 167,979 160,165

Total liabilities and
shareholders’ equity $1,443,100 $1,377,057

Net interest income $10,673 $10,670
Net interest margin (tax
equivalent) 2 3.39 % 3.60 %
______________________
1Yields and amounts earned on loans include loan fees of ($0.2) million and $0 for the three months ended March 31,
2010 and 2009, respectively. The average loan balance includes loans held-for-sale and nonaccrual loans; however,
there is no interest income related to nonaccrual loans in the amount earned on loans.
2 Includes tax equivalent adjustments primarily related to tax-exempt income on securities.

Our net interest income changes with the level and mix of average interest-earning assets and average interest-bearing
funds. We call the changes between periods in interest-earning assets and interest-bearing funds balance changes. We
measure the effect on our net interest income from balance changes by multiplying the change in the average balance
between the current period and the prior period by the prior period average rate.
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Our net interest income also changes with the average rate earned or paid on interest-earning assets and
interest-bearing funds. We call the changes between periods in average rates earned and paid rate changes. We
measure the effect on our net interest income from rate changes by multiplying the change in average rates earned or
paid between the current period and the prior period by the prior period average balance.

We allocate the change in our net interest income attributable to both balance and rate on a pro rata basis to the change
in average balance and the change in average rate. The following table presents the change in our interest income and
interest expense.

Increase (Decrease) in Net Interest Income/Expense Due to Change in Average Volume and Average Rate (1)

Three months ended March 31,
2010 to 2009 due to:

(in thousands) Rate Volume Total
Interest income
Interest on loans (2) $(225 ) $785 $560
Interest on securities (2,774 ) 766 (2,008 )
Interest on Federal funds sold and deposits with banks 11 (46 ) (35 )

Total interest income (2,988 ) 1,505 (1,483 )

Interest expense
Interest on deposits 1,296 (101 ) 1,195
Interest on borrowings (1 ) 244 243
Interest on junior subordinated debentures 49 (1 ) 48

Total interest expense 1,344 142 1,486

Net interest income $(1,644 ) $1,647 $3
______________________
(1)The change in interest income or interest expense that is attributable to both changes in average balance and

average rate has been allocated to the changes due to (i) average balance and (ii) average rate in proportion to the
relationship of the absolute amounts of changes in each.

(2) Table does not include interest income that would have been earned on nonaccrual loans.

Provision for loan losses

The provision for loan losses was $1.8 million for the three months ended March 31, 2010 compared with $5.1 million
for the three months ended March 31, 2009. The provisions for 2009 reflect the significant increase in the allowance
for loan losses concomitant with the significant increase in our past due and nonaccrual loans. The lower 2010 first
quarter provision reflects the stable and improving level of non-performing loans since the 2009 year-end. The
provision each period is also based upon the analysis of the impact of economic conditions on our borrowers and local
markets, concentrations in our loan portfolio, trends in real estate values and our historical loss experience.

Noninterest income

Noninterest income was $1.2 million for the 2010 first quarter compared with $1.9 million for the same period a year
ago. The decline reflects principally the smaller amount of securities gains period to period.
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The following table presents a summary of noninterest income:

For the three
months ended
March 31,

2010 2009
(in thousands)

Service charges on deposit accounts and other banking-related fees $930 $1,050
Earnings on cash surrender value of life insurance 111 107
Commissions on brokered loans 16 9
Net gain on sale of securities 132 671
Impairment loss on securities (18 ) —
Net servicing fees 20
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