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Tamalpais Bancorp Reports First Quarter Results 

Revenue Increases, Interest Margin Widens 

Increases to Loan Loss Provision and Allowance for Loan Losses 

 
San Rafael, CA, April 28, 2009 ð Tamalpais Bancorp (the ñCompany") 

(NASDAQ:TAMB), the holding company for Tamalpais Bank and Tamalpais Wealth 

Advisors, today reported a net loss for the first quarter of 2009 of $42,000 and a 

quarterly diluted loss per share (EPS) of ($0.01).  This compares to net income of 

$1,227,000 and EPS of $0.32 in the first quarter of 2008.  On a sequential quarter basis, 

the net loss for the first quarter of 2009 compares to net income of $850,000 and EPS 

of $0.22 for the fourth quarter of 2008. 

 

The loan loss provision in first quarter of 2009 was $3.38 million, as compared to $0.35 

million in first quarter of 2008 and $1.59 million in the fourth quarter of 2008.  The 

allowance for loan losses as a percent of total assets was increased to 1.87% as of 

March 31, 2009, up from 1.05% as of March 31, 2008 and 1.37% as of December 31, 

2008. 

 

"We took a conservative approach by increasing the allowance for loan losses at a 

faster rate than the increase in nonperforming assets,ò said Mark Garwood, 

President/CEO.  ñWe strengthened reserves in the quarter and proactively wrote-down 

specific assets to reflect current fair market values in this recessionary economy.ò 

 

"Although we added a substantial amount to our allowance for loan losses we produced 

record revenue through a widening net interest margin and increased noninterest 

income from the prior quarter,ò said Garwood. ñOur efficiency ratio also improved on 

both year-over-year and sequential basis.  While the holding companyôs earnings were 
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slightly negative, Tamalpais Bank remained profitable, generating a net income of 

$239,000 and remained ówell capitalizedô, the highest capital rating available.  We were 

able to increase our allowance for loan losses by $3.0 million in a nearly break-even 

quarter, demonstrating the financial strength to withstand the current economic 

environment by virtue of our on-balance sheet reserves and strong revenue stream.ò 

 

First Quarter Highlights: 

 Net interest margin widened to 3.81%, up from 3.71% in both the same quarter 

last year and in the preceding quarter. 

 The efficiency ratio improved to 56.2%, down from 63.4% in the same quarter 

last year and 58.1% in the preceding quarter. 

 Balance sheet growth was moderated to strengthen capital ratios and improve 

the funding mix.  In the quarter total assets decreased 0.7%, net loans decreased 

0.9%, and FHLB borrowings decreased 4.4% while deposits increased 0.8%. 

 Noninterest-bearing checking accounts increased 4.1% to $34.6 million. 

 Net loan charge-offs were $0.41 million in the quarter, or just 12.1% of the 

quarterly loan loss provision. 

 Tamalpais Bank increased its Total Risk Based Capital Ratio from 10.46% to 

10.47% 

 Tamalpais Wealth Advisorsô assets under management increased to $374.7 

million, up from $282.8 million in the preceding quarter due to increases in the 

institutional fixed income portfolio. 

 

"We have embarked upon several strategic initiatives over the last two quarters to 

strengthen our financial position, reduce credit and funding risk, and lower our cost of 

funds,ò said Garwood.  ñIn the first quarter we eliminated wholesale commercial and 

multifamily lending through mortgage brokers, closed our loan production office in Santa 

Rosa, CA, and eliminated SBA lending outside our Bay Area footprint.  This will allow us 

to focus solely on in-market customers with whom we can develop a complete banking 

relationship.  It also allows us to significantly reduce the level of wholesale funding, as 

loan portfolio growth will be limited to customers with whom we have a deposit 
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relationship, including low cost transaction and checking accounts.  We believe this 

strategy will increase franchise value and strengthen our balance sheet. 

 

ñWe also added experience and depth to our credit administration team.  In the fourth 

quarter of last year we hired a Chief Credit Officer with extensive in-market commercial 

lending experience and in the first quarter added managers with specific experience in 

portfolio management and loan administration.  We have also conducted independent 

third party reviews of the loan portfolio in the first quarter.  All of these efforts enable us 

to continue to be proactive in monitoring credit quality now and in the future.ò 

 

Net Interest Income and Margin: 

Net interest income in the first quarter of $6.46 million was the highest in the Companyôs 

history, increasing 27.3% over the same quarter last year and 4.2% over the preceding 

quarter.  The increased income was attributable to both an increased level of earning 

assets over prior periods and the beneficial effects of the decrease in short-term interest 

rates.  The cost of deposits decreased faster than loan yields in the quarter due to floors 

and initial fixed rates on a majority of the Bankôs loan portfolio.  As such, the Companyôs 

interest margin benefits in periods of decreasing interest rates. 

 

The interest margin also benefitted from an improved funding mix, widening to 3.81% in 

the first quarter, up from 3.71% in the same quarter last year and the preceding quarter.  

Noninterest deposits increased to 7.46% of deposits at quarter-end, up from 6.13% in 

the same period last year.  Transaction accounts increased to 47.9% of deposits up 

from 45.1% in the same period last year.  FHLB borrowings decreased 4.4% in the first 

quarter, and ended the quarter at 25.1% of assets, flat from the same period last year 

and down from 26.0% at the preceding quarter end 

 

The increase in net interest income was partially offset by the increase in nonperforming 

assets and by the lack of a dividend on Federal Home Loan Bank restricted stock.  

Nonperforming assets decreased net interest income by $417,000 in the first quarter as 

compared to a reduction in net interest income of $401,000 in preceding quarter and 

$7,000 in the same quarter last year.  The Company recognized no income on Federal 
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Home Loan Bank restricted stock in the first quarter of 2009 as compared to a loss of 

$33,000 in the preceding quarter due to an accrual reversal and to $93,000 in the same 

quarter last year. 

  

"We are focusing on lowering our cost of funds and improving our core funding mix by 

generating low cost deposits though our Marin County based team of business banking 

professionals,ò said Garwood.  ñOur full slate of business banking and cash 

management products, coupled with the outstanding business development team we 

have in place, have allowed us to increase our market share among small businesses.  

Our FHLB borrowings are used to hedge interest rate risk in our loan and investment 

portfolios and mature evenly on a monthly basis.  We expect deposits generated 

through our business banking efforts and through consumers in our retail branches to 

replace FHLB borrowings and other wholesale funding sources throughout the 

remainder of the year and into the future.ò 

 

Noninterest Income and Noninterest Expense: 

Noninterest income in the first quarter was $555,000, a 16.5% decrease from the same 

period last year and a 6.1% increase from the preceding quarter.  Noninterest income 

included a $62,000 gain on sale of one real estate owned property.  The Company did 

not sell any loans in the first quarter of 2009 and therefore did not recognize a gain on 

sale of loans, compared to a gain on sale of $166,000 in the first quarter of 2008. 

 

Total noninterest expense in the first quarter of 2009 was $3,940,000, an 8.4% increase 

compared to the same period in 2008 and a 0.9% increase from the preceding quarter.   

 

ñIn the first quarter of 2009 the Company launched another key initiative to control 

overhead by managing personnel costs, professional services, marketing, and data 

processing expenses,ò said Garwood.  ñIn addition, no incentive bonuses were accrued 

in the first quarter.  The initiatives launched in the first quarter are expected to result in 

decreased operating expenses in subsequent quarters, although this decrease will be 

offset by the substantial upcoming industry-wide FDIC assessment in the second 

quarter.ò 
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Income Tax Provision: 

Income tax provision for the first quarter of 2009 amounted to a recovery of $271,000, 

as compared to expenses of $526,000 in the same period last year and $372,000 in the 

preceding quarter.   The Company receives tax credits for its investment in affordable 

housing funds and records deductions for investment in municipal bonds, income from 

bank owned life insurance, and lending in Enterprise Zones.  These deductions and 

credits render the marginal tax rate less meaningful in periods where income is break-

even or slightly negative. 

 

Balance Sheet: 

The total assets of the Company were $698.7 million as of March 31, 2009, down 0.7% 

from December 31, 2008 and up 16.1% from March 31, 2008.  For the period ended 

March 31, 2009: 

 net loans increased 16.5% from the prior year and decreased 0.9% from the 

preceding quarter; 

 deposits increased 17.2% from the prior year and 0.8% from the preceding 

quarter; 

 noninterest-bearing deposits increased 42.7% from the prior year and 4.1% from 

the preceding quarter; 

 investments increased 24.3% from the prior year and decreased 0.4% from the 

preceding quarter; 

 stockholdersô equity increased 8.8% from the prior year and decreased 0.1% 

from the preceding quarter. 

 

Asset Quality: 

Non-performing assets as a percentage of total assets were 3.03%, 2.44%, and 0.17% 

at March 31, 2009, December 31, 2008, and March 31, 2008, respectively.  Net loan 

charge-offs were $411,000 in the first quarter of 2009 as compared to net charge offs of 

zero in the same period last year and a net recovery of $24,000 in the prior quarter.  For 

the quarter, the provision for loan losses was $3.38 million, up 880.6% from the first 

quarter of 2008 and 112.3% from the preceding quarter. 
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The allowance for loan losses increased to 1.87% of gross loans as of March 31, 2009, 

up from 1.37% as of December 31, 2008 and 1.05% as of March 31, 2008.  The 

increased loan loss provision was a result of the current economic environment and the 

ongoing efforts to monitor and control credit risk. 

 

The Company had 29 nonperforming loans at March 31, 2009 totaling $18.3 million and 

one foreclosed property owned with a balance of $2.9 million.  Included in the 

nonperforming loans are the following three loans that exceed $1.0 million each: 

 A $5.4 commercial term loan secured by real estate in San Francisco.  Based on 

an analysis conducted in the first quarter of 2009 an impairment of $659,000 

specific to this loan has been recorded in the allowance for loan losses. 

 A $2.1 million land/construction loan in Monterey County.  There is no 

impairment specific to this loan. 

 A $1.1 million SBA 504 first deed of trust loan secured by commercial real estate 

in Napa County.  There is no impairment specific to this loan. 

 

The 26 other nonperforming  loans are under $1.0 million each and are from a general 

cross-section of the loan portfolio. 

 

The $2.9 million real estate owned property is a luxury single family home under 

construction in Scottsdale, Arizona.  A charge-off of $385,000 was recorded on the loan 

that was foreclosed upon to reduce the carrying value of the property to its estimated 

net realizable value. 

 

ñThe ongoing recession and the decreases in appraised values have caused delinquent 

loans and nonperforming assets to increase in the first quarter of 2009,ò said Garwood.  

ñOur strong revenue stream has allowed us to increase our loan loss allowance and 

record impairments and charge-offs with minimal negative impact on the Companyôs 

overall level of capital.  We continue to work diligently with borrowers to proactively 

identify and address difficulties as they arise, while increasing the allowance for loan 

losses and recording impairments as appropriate.ò 
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Liquidity: 

Cash, equivalents, and available for sale securities totaled $72.6 million, or 10.4% of 

total assets, up from 9.70% of total assets as of March 31, 2008 and flat from December 

31, 2008.  The available-for-sale security portfolio had a net positive mark-to-market of 

$1.3 million as of March 31, 2009, up from $0.9 million as of December 31, 2008 and 

$0.7 million as of March 31, 2008. 

Unused borrowing capacity at the Federal Home Loan Bank of San Francisco, the 

Federal Reserve Bank Discount Window, and at two correspondent banks totaled $129 

million, or 18.5% of total assets. 

 
About Tamalpais Bancorp 

Tamalpais Bancorp, through its wholly owned subsidiaries Tamalpais Bank and 

Tamalpais Wealth Advisors, offers business and consumer banking through its seven 

Marin County full service branches, and wealth advisory services to high net worth 

families and institutional clients.  The Company had $699 million in assets and $375 

million in assets under management as of March 31, 2009.  Shares of the Company's 

common stock are traded on the NASDAQ Capital Market under the symbol TAMB. 

This news release contains forward-looking statements with respect to the financial condition, results of 

operation and business of Tamalpais Bancorp and its subsidiaries. These include, but are not limited to, 

statements that relate to or are dependent on estimates or assumptions relating to the prospects of loan 

growth, credit quality, changes in securities or financial markets, and certain operating efficiencies 

resulting from the operations of Tamalpais Bank and Tamalpais Wealth Advisors.  These forward-looking 

statements involve certain risks and uncertainties. Factors that may cause actual results to differ 

materially from those contemplated by such forward-looking statements include, among others, the 

following possibilities: (1) competitive pressure among financial services companies increases 

significantly; (2) changes in the interest rate environment reduce interest margins; (3) general economic 

conditions, internationally, nationally or in the State of California are less favorable than expected; (4) 

legislation or regulatory requirements or changes adversely affect the businesses in which the 

consolidated organization is or will be engaged; (5) the ability to satisfy the requirements of the 

Sarbanes-Oxley Act and other regulations governing internal controls; (6) decline in real estate values in 

the Companyôs operating market areas; (7) volatility or significant changes in the equity and bond 

markets which can affect overall growth and profitability of the wealth advisors business; (8) changes in 

liquidity levels in capital markets; (9) changes in the quality or composition of Tamalpais Bankôs loan 

and investment portfolios; (10) changes in accounting principles, policies or guidelines; and, (11) other 

risks detailed in the Tamalpais Bancorp filings with the Securities and Exchange Commission. When 

relying on forward-looking statements to make decisions with respect Tamalpais Bancorp, investors and 

others are cautioned to consider these and other risks and uncertainties. Tamalpais Bancorp disclaims 

any obligation to update any such factors or to publicly announce the results of any revisions to any of 

the forward-looking statements contained in this report to reflect future events or developments.  
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