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BANESCO  USA LOCATIONS

CORAL GABLES
Banesco Center
150 Alhambra Circle, 
Suite 100
Coral Gables, Fl 33134 

DORAL
9500 NW 41st Street,
Suite 100
Doral, Fl 33178 

HIALEAH
795 W 49th Street
Hialeah, Fl 33016

WESTON
316 Indian Trace,
Weston Lakes Plaza
Weston, Fl 33326 

PUERTO RICO
255 Ponce de León Ave.
Suite 124
Hato Rey, PR 00917 
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COMMITTED TO INNOVATION & GROWTH
Banesco USA is committed to supporting our local community. We offer extensive loan products to help small and 

medium businesses grow. Our personal banking products and services allows families to plan for the future they want. We 
are constantly seeking to improve upon the safest and most innovative banking solutions in order to provide the best 
service possible to our clients. Our online and mobile banking options give busy clients easy access to their accounts on 
the go without any sacrifice to security. We believe banking should match the lifestyle of our clients, that is why we work 
tirelessly to offer them a personalized service along with innovative solutions that meets their needs. 
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BANESCO INTERNATIONAL GROUP

INTERNACIONAL 

Multinational Loan Portfolio: 
$36,883 MM

Multinational Deposit Portfolio: 
$40,788 MM

Multinational Assets: 
$63,877 MM

More than 9 MM customers

More than 13,000 Employees

Presence over 15 Countries

BANESCO USA IS A FLORIDA CHARTERED BANK COMPLETELY 
INDEPENDANT OF BANESCO IN OTHER COUNTRIES.
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A DECADE OF EXPERIENCE

For over 11 years, we have provided our community with 
personal and business banking in South Florida and Puerto 
Rico. We are long-term relationship bankers, meaning that 
we really get to know our clients in order to provide the 
most personalized service possible.
We are looking forward to the next chapter of innovation 
and growth. Our vision is to double our size in the next 
three years by investing in better customer service and 

going through a digital transformation. 
We have added several features to our online and 
mobile banking platforms in order to make banking 
easier and more convenient than ever for our 
customers. We have also increased security 
measures by providing additional layers of security 
to protect online transactions and prevent identity 
theft. 



A PRIVILEGED LOCATION
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South Florida is known for its beautiful beaches, its diverse, booming 
population, and its strong potential for business success. According to the 
Economic Outlook Summit, Florida is forecast to reach a $1 trillion economy 
in 2018, and its population expected to climb from 21 million in 2017 to 26 
million by 2030. Last year, about 144,000 people moved to the state of 
Florida from outside the U.S., and 160,000 residents moved to Florida from 
other states.
While still rebuilding after the devastating hurricanes in 2017, the governor 
of PR, Ricardo Rosselló, has expressed that “challenging times create 
enormous opportunities.” With the building of its new energy grid sparking 
innovative technology, low cost of living, pushes for investment, and the 
presence of companies like Microsoft, Lufthansa and now possibly Tesla, 
Puerto Rico is a smart choice for doing business.
Both South Florida and Puerto Rico are at the forefront of international 
business in the United States, making it an excellent region for business 
endeavors.
Additionally, both regions are known for their majority Hispanic 
populations, which happens to be the fastest growing population in the U.S. 
according to PEW research, hitting a new high of 58 million Latinos living in 
the U.S. as of 2016.
Our privileged locations and the support of Banesco International Group, 
makes Banesco USA a one-of-a-kind community bank. We are a bilingual, 
multicultural institution ready to meet the demands of our communities by 
supporting local businesses and families alike. With such a fast-growing 
population in our region and unparalleled potential for economic growth, 
we are Here With You to grow together!

Sources:
• Economic Outlook Summit x Sun Sentinel http://www.sun-sentinel.com/business/fl-bz-florida-chamber-jobs-20180109-story.html
• PEW Research http://www.pewresearch.org/fact-tank/2017/09/18/how-the-u-s-hispanic-population-is-changing/
• INC.com https://www.inc.com/james-paine/why-entrepreneurs-should-move-to-puerto-rico.html
• FastCompany.com https://www.fastcompany.com/40531252/here-are-10-great-reasons-to-do-business-in-puerto-rico-right-now



LETTER FROM PRESIDENT & CEO
OF BANESCO USA
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Jorge Salas
Director, President and CEO
of Banesco USA

Banesco USA opened its newest location in 
Hialeah, the first of three new branches set 
to open within the next three years. We are 
committed to serving the local community and 
we are proud to take part in initiatives that 
benefit residents and local businesses alike.

We continue offering assistance to small and 
medium businesses throughout South Florida and 
PR by providing a robust value proposition, as 
well as specialized products, services and 
efficient processes to help local entrepreneurs 
reach their goals.

BanescoMobile now allows quick access to 
accounts with Touch ID for iPhone, as well as 
the option to preview account balances 
without logging in at all. We’ve rolled out a 
new and improved BanescoVoice to make 
account access available 24/7 over the phone, 
and BanescoToken is now available to make 
online transactions even more secure.

During the devastation of Hurricanes Irma and 
Maria, Banesco USA has stood united with 
our neighbors affected by the storms in efforts to 
help our clients rebuild their homes with the right 
loans and cover the needs of our employees at 
the Puerto Rico branch.

Finally, this year has been witness to national 
recognition and ongoing financial growth for 
Banesco USA. Bauer Financial gave Banesco 
USA a 5-star rating shortly after we received 
an upgrade by Fitch Ratings. We are 
deeply honored to have received a score that 
reflects our outstanding financial performance 
and the commitment we have to our 
growing number of satisfied clients.

“ T H A N K  Y O U  T O  E AC H A N D
EVERY ONE OF OUR CUSTOMERS,
I N V E S T O R S  A N D  S T A F F  F O R
Y O U R  U N WAV E R I N G  S U P P O RT
A N D  C O M M I T M E N T  T O  M A K E
BANESCO USA THE OUTSTANDING
ORGANIZATION IT IS”

Dear Banesco USA family,

As we close another fiscal year, it is my 
pleasure to share with you the achievements 
we have undergone this year at Banesco USA. 
Along with the addition of a new local branch 
and improved products and services, I am 
pleased to announce that 2017 has been a year 
full of growth. In June 2017, Banesco USA 
increased its total assets to $1,076 MM, just over 
one billion dollars. Our net loan portfolio 
increased to over $815 MM and total 
deposits were more than $916 MM. Thank you 
to each and every one of our customers, 
investors and staff for your unwavering support 
and commitment to make Banesco USA the 
outstanding organization it is.

This year has brought on new growth and 
advancements. Banesco USA will have a new 
operating system powered by nCino, which gives 
our platform high quality, faster service and full 
transparency in credit processing. We have 
considerably grown our online deposits and 
thus, our lending capacity. We have also 
introduced a customer experience NPS driven 
software by Satmetrix, which allows us to 
better understand our customer's experience 
and feedback.

We closed the year with Banesco USA’s total 
assets amounting to $1,076 millions, a 10% 
increase compared to the previous year. 
Banesco USA’s net loan portfolio increased by 
11% reaching $815.4 millions. We are 
pleased to have taken part in this year of 
economic growth and commitment to 
innovation. As always, we know this growth 
wouldn’t be possible without your support, and for 
that, we thank you.

Warm Regards,



VALUES & COMMITMENT
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We are committed to living and working by our 
upstanding values.  

Representing one of the strongest banks in the region 
comes with a responsibility and commitment to uphold the 
values we were founded upon. With over a decade of 
experience and growth since our start in South Florida, we 
continue to work towards the values that define us as a bank, 
and much more so as part of the Banesco Group. Together 
with a diverse and talented staff and dedicated management, 
we always aim to reflect our following core values: 

We respond to our obligations with 
accuracy and passion.
We stand by our commitment.
We use our time wisely.
We give the best to everyone.

We say the truth under all
circumstances.
We respond with honesty.
We acknowledge our mistakes.
We ask for assistance when necessary.

We perform every task with the 
utmost care.
We intend to be the best.
We strive to exceed the expectations
of our stakeholders.

We are visionary.
We offer new solutions.
We seek ideas and
technologies that promote
change.

RESPONSIBILITY RELIABILITY QUALITY INNOVATION



PRODUCTS
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Banesco USA offers personal banking that’s secure, easy 
to use and available 24/7. Personal accounts include a 
variety of options for checking and savings, such as 
interest checking NOW accounts, money market accounts, 
and certificate of deposits. In addition, Banesco USA offers 
several loan options including residential mortgage loans, 
home equity lines, as well as boat and auto loans. 

Banesco USA offers flexible banking solutions for 
businesses. Business banking includes checking accounts, 
money market accounts, savings accounts and certificate of 
deposit. Banesco USA is proud to support businesses by 
offering cash management options and a variety of 
commercial loans designed to fit their needs. These include 
commercial real estate mortgage loans, term commercial 
loans, commercial lines of credit, asset guaranteed loans 
and owner occupied / SBA 504.

PERSONAL BANKING

BUSINESS BANKING



SERVICES
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BANESCO MOBILE
Our essential and easy-to-use app allows clients to 
access their Banesco accounts from anywhere at 
anytime via their smart phones or tablets. Now even 
better, BanescoMobile allows quick access with 
Touch ID for iPhone®, and the new preview option  
that allows users to check account balances without 
having to log in.

BANESCO MOBILE CHECK DEPOSIT
Our safe and convenient service lets you deposit 
personal and business checks from virtually 
anywhere at anytime by using the BanescoMobile 
app for iPhone®, Ipad® and Android™ devices.

BANESCO ONLINE
Enjoy the convenience of connecting to your 
accounts online with free, secure, easy access from 
any computer or device connected to the Internet. 
Check balances, make transfers, review account 
history, and more. 

BANESCO VISA® CHECK CARD
Enjoy a wide range of services so you can easily 
and safely manage your Personal Checking and 
Business Accounts. To help business owners save 
time and money, we also offer the Banesco USA 
Visa® Business Check Card, which allows access to 
various services, such as giving local businesses the 
advantage of making online purchases.

BANESCO VISA® CHECK CARD ALERTS
Receive alerts 24/7, every time your debit card is 
used.

ONLINE ACCOUNT OPENING
Now you can open Money Market, Savings and 
Certificate of Deposit Accounts online in a few simple 
steps. From wherever you are!

TRUSTEER RAPPORT
The Trusteer Rapport Application is completely free 
of charge and will instantly add an additional security 
layer as soon as it’s downloaded in your computer.

BANESCO DIGITAL TOKEN
Online transactions are made even safer with this 
additional layer of security. This completely free 
service works to defeat malware programs by urging 
users to approve online transactions with a freshly 
generated security code known as a digital token.

BANESCO VOICE
 A new and improved automated voice system 
available 24/7 gives you the option to access 
accounts and other services. 

MERCHANT SERVICES
In collaboration with First Data, one of the leading 
credit and debit card processors in the world, 
Banesco USA offers payment processing solutions to 
fit every Domestic Business customer’s needs:

● Account review: to analyze pricing, fees,
equipment and services

● 24-48 hour funding
● E-commerce, mobile and point of sale solutions
● 24-hour technical support
● Charge back support

CASH MANAGEMENT SOLUTIONS
You can control your Business Account 24/7 
securely and conveniently by using: 

● Remote Deposit
Capture

● ACH Origination
● E-Wires
● Lock Box
● Positive Pay
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FINANCIAL TECHNOLOGY
CHOOSING THE NPS ROUTE WITH FINTECH

With a software developed by Satmetrix, Banesco USA seeks to better 
understand the client’s experience by measuring the Net Promoter Score in 
order to implement new strategies and optimize processes.



MORE EFFICIENCY.
BETTER CUSTOMER EXPERIENCE
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Banesco USA has selected nCino, the worldwide leader in 
cloud banking, to provide new levels of efficiency and 
transparency across the commercial loan process.

The nCino Bank Operating System employs automated 
workflow technology to control and monitor the various 
steps in loan processing as well as electronic document 
management to reduce delays and inefficiencies associated 
with paper documents.

“Customers will benefit from a transparent 
process that results in faster and easier 
access to credit”. 
Jorge Salas
President and CEO



ACHIEVEMENTS
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In June 2017, Banesco USA’s total assets increased to 
$1.02B, including diversified commercial loans to support 
local businesses.

FitchRatings upgraded Banesco USA’s score from
B+ to BB-. Furthermore, Fitch views Banesco USA 
structure as an independent bank.

Bauer Financial awarded Banesco USA with a 5-star
rating, the highest rating possible.

Banesco USA’s Vice President and Business Development 
Officer, José Ramón Purroy, was selected to serve as 
Adviser on the Board of Directors for the Spain-US 
Chamber of Commerce in Miami. 

BB-

https://www.banescousa.com/OFR-Cert-of-Good-Standing.pdf
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More than 600 processed applications
More than $26 MM in accounts opened and 
customers in more than 38 states.

Given the success of the CDs, we will add new 
online products in 2018, including Money Market 
and Savings. 

In July , we implemented our online account opening 
platform allowing customers the possibility of opening 
a certificate of deposit online fast and secure. The 
results were incredibly positive:

NEW ONLINE ACCOUNT OPENING
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OUR GREATEST ASSET IS OUR PEOPLE



BOARD OF DIRECTORS
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JUAN CARLOS ESCOTET 
ALVIAREZ 
Director

MIGUEL ANGEL MARCANO
Director

MARIO OLIVA
Director

FREDERICK BRENNER
Director Emeritus

MERCEDES ESCOTET
Secretary of the Board

CARLOS PALOMARES
 Chairman of the Board

SENO BRIL
 Director

FRANCISCO J. PAREDES
 Director

JORGE SALAS
 President and CEO
Director



LETICIA PINO
 Executive Vice President, Operations &
Administrative Officer

ALBA PRESTAMO
 Executive Vice President, Chief Compliance &
Risk Officer

MANAGEMENT TEAM
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LUIS ALFREDO GRAU
 Senior Vice President, Head of International
Department

JORGE SALAS
President and CEO,
Director

MARITZA ABADIA
 Executive Vice President, Puerto Rico Country
Manager

MERCEDES ESCOTET
 Executive Vice President, Chief Financial Officer

ALINA D. GARCIA-DUANY
 Executive Vice President, Chief Lending Officer

JOSE E. LOPEZ
 Senior Vice President, Head of SMB Leading &
Branches

MICHEL VOGEL
 Senior Vice President, Chief Credit Officer

JULIO VALLE
 Executive Vice President, Chief Information Officer

GUSTAVO RENGIFO
Vice President, Head of Customer Experience

RAFAEL NAVARRO
 Strategic Planning Officer
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BANESCO FAMILY COMES TOGETHER AS ONE

During the devastation of Hurricanes Irma and Maria, 
community outreach and working together have been 
more important than ever. Banesco USA stands united 
with our neighbors affected by the storms and we’re here 
to help them get back on their feet. 

In efforts to help our clients affected by Hurricane Irma, 
Banesco USA has offered a package of benefits including 
term loans for home renovations and Lines of Credit to 
cover the needs of working capital. 

In addition, our South Florida employees were there to 
assist and cover the needs of our team in our Puerto 
Rico branch who were affected by Hurricane Maria. We 
know that without support from one another, our work 
would not be possible. Banesco USA continues to strive 
for excellence through its strong ties to local community. 
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The following management’s discussion and analysis (MD&A) 
is intended to assist readers in understanding the financial 
condition and results of operations of the Bank as of 
December 31, 2017 and for the year then ended. This 
discussion should be read in conjunction with the audited 
financial statements, accompanying footnotes and other 
supplemental financial data included in this annual report.

The Bank prepares its financial statements in accordance
with accounting principles generally accepted in the United 
States of America. In this section, we review the main 
variations of the summary balance sheets and statements
of operations at the close of 2017 with respect to the 
amounts presented at the close of 2016.

FINANCIAL STATEMENTS
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MANAGEMENT DISCUSSION AND ANALYSIS
Financial Condition and Results of Operations



NET INCOME
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Net income of $3.5 million in 2017 represents an increase 
from the net income of $0.4 million in 2016. The main 
drivers contributing to these results were a significant 
decrease in the provision for loan losses of $5.4 million or 
59 percent, an increase in net interest income of $1.8 
million or 5 percent, an increase in non-interest income of 
$0.2 million or 2 percent and a decrease in non-interest 
expenses of $1.2 million or 3.6 percent. 

Net interest income before provision for loan losses increased 
$1.8 million, or 5.3 percent, to $36.1 million in 2017, from $34.3 
million in 2016. This was mainly a result of a 10 percent growth in 
the gross loan portfolio.

The provision for loan losses totaled $3.7 million in 2017, a 
decrease of $5.4 million from 2016. The decrease was the result 
of additional reserve booked in 2016 due to one loan which was 
classified as impaired at year end.  The impairment was due to 
an isolated incident and not due to weaknesses of a particular 
industry or to economic conditions.The loan was charged-off in 
2017.

The South Florida real estate sector continued to show signs of 
improvement and unemployment is stabilizing; however, 
challenges persist. 

NET INTEREST INCOME

PROVISION FOR LOAN LOSSES
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In 2017, total non-interest income increased by $0.2 million, 
or 2 percent. The factors leading to this result were higher 
commissions, gain on sales of OREO and gain on acquired 

assets; partially offset by lower service fees on loans and 
deposits and lower gain on sale of investments.  

Gains on securities for 2017 was $0.7 million; the sales of 
investment securities available for sale stem from the Treasury 
Unit's ongoing assessment of the total return profile of each 
security versus the market for investments of similar risk, the 
mitigation of the significant risk to equity arising from 
prepayments (beyond contractual) on investment securities 
with material market appreciation, and management of the 
duration of the balance sheet.

Total non-interest expense decreased by $1.2 million, or 3.6 
percent, during the year. The bank’s continued efforts in 
increasing its efficiency were vital in being able to reduce 
non-interest expenses in 2017. 

In 2017, the Bank recorded an income tax expense of $5.2 
million, compared to an income tax benefit of $0.3 million the 
prior year. On December 22, 2017, the President signed into 
law the Tax Act.  The Tax Act includes a permanent reduction in 
the corporate income tax rate from 35% to 21%.  The rate 
reduction took effect on January 1, 2018.  As a result, the Bank 
remeasured its December 31, 2017 deferred tax assets and 
liabilities at the 21% tax rate.  The effect on the change in rates 
on the Bank’s deferred tax asset was a decrease of $1.9 million 
which the Bank recognized in the income tax expense.

NON-INTEREST INCOME

INCOME TAXES

NON-INTEREST EXPENSE



P.19 / 2017 ANNUAL REPORT

Total Gross Loans

U
S$

 M
ill

io
ns

Total Assets

U
S$

 M
ill

io
ns

Total Assets



P.20 / 2017 ANNUAL REPORT

Total Deposits
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21.2%

8.8%

13.6% 

56.4%

Commercial & Industrial

Real Estate Construction

Residencial Real Estate

Commercial Real Estate

Loan Portfolio

Total Deposits



Deposit Portfolio
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Interest Bearing DDA

Money Market and Savings

Time Deposits

33.1%

54.9%

1.5%
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Collateral Mortgage Obligations

U.S. Government Agencies

Mortgage Back Securities

Corporate Debit
Municipals

Investment Portfolio



TOTAL ASSETS

P.22 / 2017 ANNUAL REPORT

Total assets closed the year 2017 at $1,076 million, an increase of $96.8 
million, or 10 percent, compared to the previous year. The net loan portfolio, 
which closed the year at $815.4 million, or 76 percent of total assets, grew 
by 11 percent since the end of 2016. The investment securities portfolio of 
$169 million at the end of 2017, or 16 percent of total assets, remained at a 
similar level as the previous year. Cash and cash equivalents showed an 
increase of $1.9 million, or 4 percent, compared to 2016. 

The Bank continues to maintain significantly high liquidity levels as part of its 
asset-liability management strategies. A significant part of those strategies is 
holding liquid assets in the form of cash and cash equivalents, primarily 
deposits with the Federal Reserve Bank. At the close of 2017, cash and 
cash equivalents reached $55.9 million, 5.2 percent of total assets, an 
increase of 4 percent compared to the close of 2016.

The investment portfolio, which represents approximately 16 percent of total 
assets, is composed of high-quality debt instruments issued by U.S. 
Government Agencies (33 percent), U.S. Government Sponsored
Enterprises MBSs (55 percent), U.S. Government Sponsored 
Enterprises CMOs (2 percent), Municipal Securities (6 percent) and
Corporate Securities (4 percent).

The composition of the investment securities portfolio at December 31, 2017 
is illustrated in the chart on page 21.

The Bank manages its investment portfolio with strategies designed to 
provide the optimum combination of liquidity, interest income, credit risk and 
market risk. The investment portfolio’s market and credit risks are managed 
on a continuous basis by the Bank’s Treasury Unit and 
monitored by the bank’s ALCO Committee.

INVESTMENT SECURITIES

CASH AND CASH EQUIVALENTS
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The net loan portfolio reached $815.4 million at the close of 2017, 
growing $82 million, or 11 percent, compared to the previous year. 
This increase was primarily driven by prudent growth in Commercial 
Real Estate, Construction and Residential Real Estate portfolios which 
grew a total of $96.3 million or 17 percent. Offset by a reduction in 
Commercial and Industrial portfolios of $21.4 million or 11 percent. 

Other assets increased $13 million compared to prior year consisting 
of: 

• $2.1 million in property and equipment, net, which decreased $0.3 million
from prior year mostly attributed to depreciation expense.

• $2.9 million in accrued interest receivable which increased $0.3 million
compared to prior year.

• $3.9 million in Deferred Tax Assets which decreased $5.3 million
compared to prior year. This decrease is mainly attributed to a decrease in 
the Allowance for Loan Losses and due to a year end adjustment after the 
enactment of the Tax Cuts and Jobs Act in December 2017.

• The Bank sold all its foreclosed assets in the year which resulted in a
reduction of $2.8 million for 2017.

• $20.3 million in Bank Owned Life Insurance which the Bank purchased in
2017.

• $2.2 million in prepaid and other assets, which increased by $0.7
million compared to prior year.

NET LOANS

OTHER ASSETS



LIABILITIES
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Deposits and securities sold under agreements to repurchase (repo 
accounts, including customer’s overnight sweep repo accounts) 
reached an all-time high of $917.1 million at the close of 2017, 
representing an increase of $76.4 million from 2016. 

There was an increase in non-interest bearing accounts of $39.9 million 
and an increase in interest bearing accounts of $37.1 which helped 
stimulate the growth in 2017. Repo accounts decreased $0.6 million 
compared to the previous year.

The Federal Home Loan Bank offers its member institutions fixed or 
variable rate secured lines of credit based on the institution’s condition 
and creditworthiness. The Bank utilizes short to medium-term fixed rate 
advances as one of its pools to manage balance sheet interest rate 
sensitivity risk. Advances from the Federal Home Loan Bank closed the 
year at $60 million, which increased $20 million compared to 2016. All 
advances mature in 2018.

At December 31, 2017 the Bank had a credit line of approximately $258 
million, with an unused borrowing capacity of approximately $198 million.

 DEPOSITS AND SECURITIES SOLD UNDER
AGREEMENT TO REPURCHASE

ADVANCES FROM THE FEDERAL HOME
LOAN BANK
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Stockholder’s equity grew by $4.3 million or 5 percent during 
the year. Other comprehensive income of $0.5 million, 

primarily the after-tax net unrealized fair value losses in the 
available for sale investment portfolio and
net income of $3.5 million were the main contributing 
factors for this increase in shareholder’s equity. 

Tier 1 Risk-Based Capital as a percentage of Risk-Weighted 
Assets decreased slightly to 11.3 percent in 2017 from 11.5 
percent a year earlier. Total Risk-Based Capital to 
Risk-Weighted Assets decreased slightly to 12.5 percent in 
2017 from 12.7 percent in 2016. These decreases are the 
result of an increase of 6 percent in total Risk-Weighted 
Assets, coupled with a less proportionate increase of 4.3 
percent in Tier 1 Risk-Based Capital and Total Risk-Based 
Capital respectively.

Total Risk-Weighted Assets increased approximately $48.3 
million, as a result of the growth in the portion of the loan 
portfolio allocated to a higher risk weight category for 
regulatory capital computation purposes.

 STOCKHOLDER’S EQUITY 
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BANESCO  USA FINANCIAL STATEMENTS
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  The accompanying notes are an integral part of these financial statements. 
 -3- 

BANESCO USA 

STATEMENTS OF OPERATIONS 
FOR THE YEARS ENDED DECEMBER 31, 

2017 2016

INTEREST AND DIVIDEND INCOME:

404,211,73snaol no seef dna naoL $     34,416,091$      
025,309,3 seitiruces tnemtsevnI           4,004,230 
231,925 dlos sdnuf laredeF  255,186 
099,231kcots knaB naoL emoH laredeF  151,767 

       TOTAL INTEREST AND DIVIDEND INCOME 41,678,046        38,827,274        

INTEREST EXPENSES:

Deposits 4,838,295 3,991,873 
836,257secnavda knaB naoL emoH laredeF  558,139 
154,9sdnuf deworrob rehtO  7,160 

       TOTAL INTEREST EXPENSES 5,600,384 4,557,172 

       NET INTEREST INCOME BEFORE PROVISION FOR 
       LOAN LOSSES 36,077,662        34,270,102        

875,676,3SESSOL NAOL ROF NOISIVORP  9,070,759 

       NET INTEREST INCOME AFTER PROVISION FOR 
       LOAN LOSSES 32,401,084        25,199,343        

NONINTEREST INCOME:

653,518,4stisoped dna snaol no seef ecivreS           5,330,337 
380,503emocni ecnarusni efil denwo-deknaB -    

Gain on sales of investment securities, (includes $662,186 and $1,266,574 
accumulated other comprehensive income reclassifications for unrealized net 

681,266)ylevitcepser ,seitiruces elas rof elbaliava no sniag  1,266,574 
903,272stessa deriuqca fo noituloser no niaG  58,891 
562,331denwo etatse laer rehto fo selas no niaG -    
679,742teehs ecnalab-ffo rof noisivorP fo lasreveR -    
088,750,3 rehto dna snoissimmoC           2,401,635 

       TOTAL NONINTEREST INCOME 9,494,055 9,057,437 

NONINTEREST EXPENSES:

589,644,12stifeneb eeyolpme dna seiralaS         22,036,225        
Occupancy 2,861,328 2,944,699 

312,175,2seef lanoisseforP  1,691,085 
692,366,1gnissecorp atad cinortcelE           1,706,844 

FDIC insurance 791,356 526,599 
116,589noitazitroma dna noitaicerpeD  1,277,447 

Advertising 431,260 513,096 
Communication 484,757 537,730 

962,402tnemniatretne dna levarT  225,826 
731,494seef esnecil dna ecnarusnI  389,645 

Office supplies 108,935 112,542 
817,96ten ,stessa desolceroF  89,069 

-teehs ecnalab-ffo rof noisivorP  757,486 
Other 1,000,906 1,278,163 

       TOTAL NONINTEREST EXPENSES 33,113,771        34,086,456        

INCOME BEFORE INCOME TAXES 8,781,368 423,071   

PROVISION (BENEFIT) FOR  INCOME TAXES, (includes approximately 
$249,000 and $477,000 of income tax expenses from reclassification items, 
respectively) 5,232,069 )672,552(   

NET INCOME 3,549,299 006,524    $ $          
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BANESCOUSA 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2017 AND 2016 

8. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE 

The following sets forth information concerning securities sold under agreements to repurchase as of December 
31: 

2017 2016 

Securities sold under agreements to repurchase $ 646,790 $ 1,241,524 

Fair value of securities pledged for 
repurchase agreements $ 969,714 $ 1,659,849 

Maximum amount outstanding at any 

month-end during the year $ 2,169,503 $ 5,885,004 

Awrage amount outstanding during the year $ 1,380,945 $ 3,738,254 

Weighted-awrage interest rate for the year 0.66% 0.18% 

All securities sold under agreements to repurchase matured within 30 days of December 31, 2017 and 2016. 

9. FEDERAL HOME LOAN BANK ADVANCES 

At December 31, 2017 and 2016, the Bank had Federal Home Loan Bank ("FHLB") advances as follows: 

Year of Interest 
Maturity Rate 2017 2016 

2017 0.61% 30,000,000 
2017 3.90% 5,000,000 
2018 1.41% 35,000,000 
2018 1.42% 20,000,000 
2018 3.64% 5,000,000 5,000,000 

$ 60,000,000 $ 40,000,000 

The FHLB advances agreement requires the Bank to maintain certain loans as collateral for these advances 
(NOTE 4). At December 31, 2017 and 2016, the Bank was in compliance with this requirement of the FHLB 
membership agreement. At December 31, 2017 and 2016, FHLB stock held by the Bank amounted to $3,428,500 
and $2,548,400, respectively. 

The Bank has a line of credit with FHLB of Atlanta that allows drawing up to 20% of total assets. As of December 
31, 2017 and 2016, the unused portion of the line amounted to approximately $197,967,000 and $202,485,000, 
respectively. Additionally, the Bank maintains unused lines of credits with other financial institutions for 
approximately $25,000,000. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2017 AND 2016 

The provision for (benefit from) income taxes is as follows as of December 31: 

2017 

Current (Benefit) Expense: 
Federal $ 212,295 $ 
State (29,543) 
Foreign 514,279 

697,031 
Deferred Expense (Benefit): 

Federal $ 4,339,858 $ 
State 195,180 

4,535,038 

Total $ 5,232,069 $ 

2016 

3,014,824 
527,160 
179,486 

3,721,470 

(3,588,221) 
(388,525) 

(3,976,746) 

(255,276) 

The actual income tax expense for 2017 and 2016 differs from the statutory tax expense for the year (computed 
by applying the U.S. federal corporate tax rate of 34% to income before provision for (benefit from) income taxes) 
as follows: 

Federal taxes at statutory rate 
State income taxes, net of federal 

tax benefit 
Tax exempt income 
Impact of the Tax Cuts & Jobs Act 

Foreign income taxes 

other, net 

Total 

Federal taxes at statutory rate 

State income taxes, net of federal 
tax benefit 

Tax exempt interest 
Other, net 

Total 

2017 

$ 2,985,665 

307,806 
(195,124) 

1,895,149 

431,408 
(192,835) 

$ 5,232,069 

$ 

$ 

2016 

57,910 

8,937 
(119,981) 
(202,142) 

(255,276) 

Effective 

Tax Rate 

34.0% 

3.5% 
(2.2%) 
21.6% 

4.9% 
(2.2%) 

59.6% 

Effective 

Tax Rate 

34.0% 

5.3% 
(70.4%) 

(118.7%) 

(149.9%) 

On December 22, 2017, the President signed into law the Tax Act. The Tax Act includes a permanent reduction 
in the corporate income tax rate from 35% to 21%. The rate reduction took effect on January 1, 2018. As a 
result, the Bank has remeasured its December 31, 2017 deferred tax assets and liabilities at the 21 % tax rate. 
The effect on the change in rates on the Bank's deferred tax asset was a decrease of $1,895,149 which the Bank 
has recognized in the income tax expense caption in the accompanying statement of operations for the period 
ending December 31, 2017. In addition, the Bank reclassified $307,019 from accumulated other comprehensive 
income to retained earnings so that the tax effects of items within accumulated other comprehensive income 
reflect the appropriate tax. 
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NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2017 AND 2016 

The Bank's deferred tax assets and deferred tax liabilities are as follows as of December 31:

2017 2016 
Deferred tax assets: 

Net unrealized loss 

on securities available-for-sale $ 633,407 $ 1,417,335 

Allowance for loan losses 2,461,587 6,292,884 

Other real estate owned 235,714 

Accruals 216,253 222,726 

Loan fees 282,526 513,416 

Organizational and start-up costs 28,494 56,407 

Non-accrual interest 39,360 56,457 

Core deposit intangibles 26,727 31,084 

Provision for off balance sheet risk 298,660 536,737 

Deferred tax assets 3,987,014 9,362,760 

Deferred tax liabilities: 

Depreciable property 77,159 133,939 

Deferred tax liability 77,159 133,939 

Net deferred tax asset $ 3,909,855 $ 9,228,821 

In assessing the realizability of deferred tax assets, management considered whether it is more likely than not 
that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax 
assets is dependent upon the generation of future taxable income during the periods in which those temporary 
differences become deductible. Management considers the scheduled reversal of deferred tax liabilities, 
projected future taxable income, and tax planning strategies in making this assessment. 

The U.S. Federal jurisdiction, Florida, and Puerto Rico are the major tax jurisdictions where the Bank files income 
tax returns. The Bank is generally no longer subject to U.S. Federal, State, or foreign examinations by tax 
authorities for years before 2014. 

For the year ended December 31, 2017 and 2016, the Bank did not have any unrecognized tax benefits as a 
result of tax positions taken during a prior period or during the current period. No interest or penalties have been 
recorded as a result of tax uncertainties. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2017 AND 2016 

11. RELATED PARTY TRANSACTIONS 

In the ordinary course of business, the Bank grants loans to and accepts deposits from its executive officers, 
principal shareholders, directors, and its affiliates. Al December 31, these amounts are summarized as follows: 

Range of 

Interest Rate 

Loans 5.00% 

2017 

Deposits 0.00% to 1.15% 

Securities sold under agreements to repurchase 1. 10% 

Range of 

Interest Rate 

Loans 4.75% 

2016 

Deposits 0.00% to 1.15% 

Securities sold under agreements to repurchase 0.30% to 0.40% 

Balance 

$ 502,943 

37,270,514 

261,216 

Balance 

$ 297,228 

15,448,238 

858,455 

As of December 31, 2017 and 2016, interest income and interest expense for the years ended December 31, 
2017 and 2016 amounted to $31,664 and $38,277 and $20,719 and $22,828, respectively. For the years ended 
December 31, 2017 and 2016 loan servicing fees from affiliates amounted to $1,024,500 and $1,183,250, 
respectively. 

12. EMPLOYEE BENEFIT PLAN 

The Bank has adopted a retirement savings plan (the "Retirement Plan") (a 401 k plan) covering substantially all 
eligible employees effective January 1, 2005. The Retirement Plan includes a provision that the Bank may 
contribute to the accounts of eligible employees for whom a salary deferral is made. Employees may contribute 
up to 90% of their compensation subject to certain limits based on federal tax laws. The Bank contributed 
$446,222 and $465,786 towards the Retirement Plan in 2017 and 2016, respectively. 

13. FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK 

The Bank is a party to financial instruments with off-balance sheet risk in the normal course of business to meet 
the financing needs of its customers. These financial instruments include commitments to extend credit, unused 
lines of credit and standby letters of credit. 

The Bank's exposure to credit loss in the event of nonperformance by the other party to the financial instruments 
for commitments to extend credit, unused lines of credit, standby letters of credit are represented by the 
contractual amount of those instruments. The Bank uses the same credit policies in making these commitments 
as it does for on-balance-sheet instruments. 

Unfunded commitments under commercial lines of credit, revolving credit lines and overdraft protection 
agreements are commitments for possible future extensions of credit to existing customers. These lines of credit 
are usually collateralized and usually do not contain a specified maturity date and ultimately may not be drawn 
upon to the total extent to which the Bank is committed. 
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13. FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK (CONTINUED) 

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any 
condition established in the contract. Commitments generally have fixed-expiration dates or other termination 
clauses and may require payment of a fee. Since some of the commitments are expected to expire without being 
drawn upon, the total commitment amounts do not necessarily represent future cash requirements. The Bank 
evaluates each customer's credit worthiness on a case-by-case basis. The amount of collateral obtained, if 
deemed necessary by the Bank upon extension of credit, is based on management's credit evaluation of the 
counterparty. 

Standby letters of credit are conditional commitments issued by the Bank to guarantee the performance of a 
customer to a third party. The credit risk involved in issuing letters of credit is essentially the same as that 
involved in extending loans to customers. The Bank's standby letters of credit are secured by cash collateral at 
December 31, 2017 and 2016 in the amount of $36,977,474 and $26,756,300, respectively. A summary of the 
amounts of the Bank's financial instruments, with off-balance sheet risk, is as follows at December 31: 

Unused lines of credit 

Commitment to extend credit 

Standby letters of credit 

14. REGULATORY MATTERS 

2017 

Contract 

Amount 

$ 117,999,285 

2,240,000 

38,888,018 

2016 

Contract 

Amount 

$ 166,634,328 

2,250,000 

29,588,232 

The Bank, as a state-chartered bank, is subject to various regulatory capital requirements administered by the 
federal banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory and 
possibly additional discretionary actions by regulators that, if undertaken, could have a direct material effect on 
the Bank's financial statements. Under capital adequacy guidelines and the regulatory framework for prompt 
corrective action, the Bank must meet specific capital guidelines that involve quantitative measures of the Bank's 
assets, liabilities and certain off-balance-sheet items as calculated under regulatory accounting practices. The 
Bank's capital amounts and classification are also subject to qualitative judgments by the regulators about 
components, risk weightings and other factors. 

Effective January 1, 2015 (with some changes transitioned into full effectiveness over two to four years), the Bank 
became subject to new capital requirements adopted by the FDIC. These new requirements create a new 
required ratio for common equity tier 1 capital, increase the lier 1 capital ratios, change the risk weight of certain 
assets for purposes of the risk-based capital ratios, create an additional capital conservation buffer over the 
required capital ratios and change what qualifies as capital for purposes of meeting these various capital 
requirements. Beginning in 2016, failure to maintain the required capital conservation buffer will limit the ability of 
the Bank to pay dividends, repurchase shares or pay discretionary bonuses. 

Under the new capital regulations, the minimum capital ratios are: (1) common equity tier 1 capital ratio of 4.5% 
of risk-weighted assets, (2) a tier 1 capital ratio of 6.0% of risk-weighted assets, (3) a total capital ratio of 8.0% of 
risk-weighted assets, and (4) a tier 1 capital to average assets ratio of 4.0%. Common equity tier 1 capital 
generally consists of common stock and retained earnings, subject to applicable regulatory adjustments and 
deductions. 

The Bank has elected to permanently opt-out of the inclusion of accumulated other comprehensive income in our 
capital calculations, as permitted by the regulations. This opt-out will reduce the impact of market volatility on our 
regulatory capital levels. 
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14. REGULATORY MATTERS (CONTINUED) 

The Bank is required to maintain a capital conservation buffer consisting of additional common equity tier 1 
capital greater than 2.5% to risk-weighted assets above the required minimum levels. This capital conservation 
buffer requirement began to be phased in in January 2016 at 0.625% of risk-weighted assets and increasing 
each year until fully implemented in January 2019. 

The FDIC's prompt corrective action standards also changed effective January 1, 2015. Under the new 
standards, in order to be considered well-capitalized, the Bank must have a common equity tier 1 capital ratio of 
6.5% (new), a tier 1 ratio of 8.0% (increased from 6.0%), a total risk-based capital ratio of 10.0% (unchanged) 
and a leverage ratio of 5.0% (unchanged). The Bank meets all these new requirements, including the full capital 
conservation buffer. 

As of December 31, 2017, the Bank was well-capitalized under the regulatory framework for prompt corrective 
action. There are no conditions or events since December 31, 2017 that management believes have changed the 
Bank's category. 

The Bank's actual capital amounts and ratios as of December 31, 2017 and 2016 are presented in the following 
table: 

As of December 31, 2017 

Total risk-based capital 
(to risk-weighted assets} 

Tier 1 capital 
(lo risk-weighted assets} 

Common equity tier 1 capital 
(lo risk-weighted assets} 

lier 1 capital 
(to awrage total assets) 

As of December 31, 2016 

Total risk-based capital 
(lo risk-weighted assets} 

lier 1 capital 
(to risk-weighted assets} 

Common equity tier 1 capital 
(to risk-weighted assets} 

lier 1 capital 
(to awage total assets) 

Actual 

105,056,473 

94,574,026 

94,574,026 

94,574,026 

Amount 

100,690,326 

90,715,799 

90,715,799 

90,715,799 

Minimum 
Capital Requirements 

12.5% $ 67,057,013 

11.3% S 50,292,760 

11.3% $ 37,719,570 

8.9% $ 42,341,587 

Minimum 
Capital Requirements 

Ratio Amount 

12.7% S 63,189,710 

11.5% $ 47,392,282 

11.5% $ 35,544,212 

9.3% S 38,998,271 

Ratio 

8.0% $ 

6.0% $ 

4.5% $ 

4.0% $ 

8.0% $ 

8.0% $ 

4.5% $ 

4.0% $ 

Minimum 
To Be Well Capitalized 

Under Prompt Coimcti-.e 
Action Provisions 

83,821,'267 

67,057,013 

54,483,823 

52,926,984 

Minimum 
To Be Well Capitalized 

Under Prompt Correcti-.e 
Action Provisions 

10.0% 

8.0% 

6.5% 

5.0% 

Amount Ratio 

78,987,137 10.0% 

63,189,710 8.0% 

51,341,639 6.5% 

48,747,839 5.0% 

Bank regulations limit the amount of dividends that may be paid without prior approval of the Bank's regulatory 
agency. Payment of dividends is restricted for a minimum of three years from the commencement date of 
operations. 

In December 2013, the Bank entered into a Consent Agreement with the Federal Deposit Insurance Corporation 
(FDIC) and the Florida Office of Financial Regulation (OFR), in connection with certain deficiencies in its 
compliance with the Bank Secrecy Act (BSA) and Anti-Money Laundering (AML) laws and regulations. On April 1, 
2016 the FDIC terminated the Consent Agreement issued to the Bank on December 5, 2013. 
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15. COMMITMENTS AND CONTINGENCIES 

Operating Leases 

The Bank is obligated under noncancellable operating leases for office space and for the rental of office 
equipment expiring on various date through 2027. Minimum rent payments under operating leases are 
recognized on a straight-line basis over the tenm of the lease. These leases contain escalation clauses providing 
for increased rent expense based on either a fixed rate or an increase in the average consumer price index. 
Rental expense for office space and for office equipment was $2,499,026 and $2,637,393 for the years ended 
December 31, 2017 and 2016, respectively, and is included in occupancy expense in the accompanying 
statements of operations. 

Al December 31, 2017, future minimum rental commitments under these noncancellable leases were 
approximately as follows: 

Year ending December 31 

2018 $ 2,076,685 

2019 1,648,100 

2020 1,449,999 

2021 1,277,638 

2022 250,308 

Thereafter 315,663 

$ 7,018,393 

Loss Contingencies 

Loss contingencies, including claims and legal actions arising in the ordinary course of business, are recorded as 
liabilities when the likelihood of loss is probable and an amount or range of loss can be reasonably estimated. 
Management does not believe there are such matters that will have a material effect on the financial statements. 

16. FAIR VALUE MEASUREMENTS 

Determination of Fair Value 

The Bank uses fair value measurements to record fair value adjustments to certain assets and liabilities and to 
determine fair value disclosures. In accordance with the fair value measurements accounting guidance, the fair 
value of a financial instrument is the 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. Fair value is best determined based 
upon quoted market prices. However, in many instances, there are no quoted market prices for the Bank's 
various financial instruments. In cases where quoted market prices are not available, fair values are based on 
estimates using present value or other valuation techniques. Those techniques are significantly affected by the 
assumptions used, including the discount rate and estimates of future cash flows. Accordingly, the fair value 
estimates may not be realized in an immediate settlement of the instrument. 

The recent fair value guidance provides a consistent definition of fair value, which focuses on exit price in an 
orderly transaction (that is, not a forced liquidation or distressed sale} between market participants at the 
measurement date under current market conditions. If there has been a significant decrease in the volume and 
level of activity for the asset or liability, a change in valuation technique or the use of multiple valuation 
techniques may be appropriate. In such instances, determining the price at which willing market participants 
would transact at the measurement date under current market conditions depends on the facts and 
circumstances and requires the use of significant judgment. The fair value is a reasonable point within the range 
that is most representative of fair value under current market conditions. 

Fair Value Hierarchy 

In accordance with this guidance, the Bank groups its financial assets and financial liabilities generally measured 
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16. FAIR VALUE MEASUREMENTS (CONTINUED) 

Fair Value Hierarchy (continued) 

at fair value in three levels, based on the markets in which the assets and liabilities are traded and the reliability 
of the assumptions used to determine fair value. There have been no changes in the methodologies used at 
December 31, 2017 and 2016. 

Level 1 - Valuation is based on quoted prices in active markets for identical assets or liabilities that the reporting 
entity has the ability to access at the measurement date. Level 1 assets and liabilities generally include debt and 
equity securities that are traded in an active exchange market. Valuations are obtained from readily available 
pricing sources for market transactions involving identical assets or liabilities. 

Level 2 - Valuation is based on inputs other than quoted prices included within level 1 that are observable for the 
asset or liability, either directly or indirectly. The valuation may be based on quoted prices for similar assets or 
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated 
by observable market data for substantially the full term of the asset or liability. 

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

A financial instrument's categorization within the valuation hierarchy is based upon the lowest level of input that is 
significant to the fair value measurement. 

The following methods and assumptions were used to estimate the fair value of each significant class of financial 
instruments for which it is practicable to estimate fair value: 

Cash and Cash Equivalents - For these short-term instruments, the carrying amount is a reasonable estimate of 
fair value. 

Investment Securities Available for Sale - When instruments are traded in secondary markets and quoted market 
prices do not exist for such securities, management generally relies on prices obtained from independent vendors 
or third party broker-dealers. Management reviews pricing methodologies provided by the vendors and third party 
broker-dealers in order to determine if observable market information is being utilized. Securities measured with 
pricing provided by independent vendors or third party broker-dealers are classified within Level 2 of the 
hierarchy and often involve using quoted market prices for similar securities, pricing models or discounted cash 
flow analyses utilizing inputs observable in the market where available. The specific investment holdings which 
are included in the Level 2 classification are U.S government issued securities; U.S. government agencies 
collateralized mortgage obligations, mortgage-backed securities, corporate bonds and municipal securities. 

FHLB Stock - The carrying value of the FHLB stock approximates fair value based on the redemption provisions 
of the FHLB. 

Loans - For variable-rate loans that reprice frequently and have no significant change in credit risk, fair values are 
based on carrying values. Fair values for certain fixed-rate mortgage (e.g. one-to-four family residential), 
commercial real estate and commercial loans are estimated using discounted cash flow analyses, using interest 
rates currently being offered for loans with similar terms to borrowers of similar credit quality. 

Bank Owned Life Insurance - The fair value of the Bank owned life insurance policies approximates the carrying 
values which are based on the policies cash surrender value. 

Accrued Interest Receivable and Payable - Carrying amounts of accrued interest receivable and payable 
approximates its fair value due to the short-term nature of these financial instruments. 

Deposits - Fair value of demand deposits, money market and saving accounts is the amount payable on demand 
(carrying amount) at December 31, 2017 and 2016. The fair value of fixed-maturity time deposits are estimated 
using discounted cash flow analysis, using the rates currently offered for deposits of similar remaining maturities. 
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16. FAIR VALUE MEASUREMENTS (CONTINUED) 

Fair Value Hierarchy (continued) 

Borrowed Funds - Borrowings under repurchase agreements and other short-term borrowings maturing within 
ninety days approximate their fair values. Fair values of other long-term borrowings are estimated using 
discounted cash flow analysis based on the Bank's current incremental borrowing rates for similar types of 
borrowing arrangements. 

Unused Lines of Credit, Commitments to Extend Credit, and Standby Letters of Credit - The fair value of off
balance-sheet, credit-related financial instruments are estimated using the fees currently charged to enter into 
similar agreements, taking into account the remaining terms of the agreements and the present creditworthiness 
of the counterparties. 

Items Measured at Fair Value on a Recurring Basis 

The following table represents the Bank's financial instruments measured at fair value on a recurring basis for 
each of the fair value hierarchy levels: 

December 31 2017 

U.S. gowmment agencies issued securities 

Collateralized mortgage obligations 

Mortgage-backed securities 

Corporate bond 

Municipal securities 

December 31, 2016 

U.S. go-.ernment agencies issued securities 

Collateralizad mortgage obligations 

Mortgage-backed securities 

Corporate bond 

Municipal securities 

Lewi 1 

Lei.el 1 

L8'A312 

55,991,930 

2,571,897 

92,864,481 

10,254,445 

7,354,027 

169,036, 780 

Lewi 2 

44,324,436 

3,221,513 

79,301,109 

17,798,105 

24,780,576 

169,425,739 

Lewi 3 

Lewi 3 

Total 

55,991,930 

2,571,897 

92,864,481 

10,254,445 

7,354,027 

169,036, 780 

Total 

44,324,436 

3,221,513 

79,301,109 

17,798,105 

24,780,576 

169,425,739 

There were no financial liabilities measured at fair value on a recurring basis at December 31, 2017 and 2016. 

Items Measured at Fair Value on a Nonrecurring Basis 

Impaired Loans 

Certain assets that are considered impaired are not measured at fair value on an ongoing basis but are subject to 
fair value measurements. These instruments are measured at fair value on a nonrecurring basis and include 
certain loans that have been deemed to necessitate an impairment analysis. 

When a loan is deemed impaired, the Bank's management measures impairment based on the present value of 
expected future cash flows discounted at the loan's effective interest rate, except that as a practical method, 
impairment may be measured based on the fair value of the loan or on the fair value of the underlying collateral if 
the loan is collateral dependent. As of December 31, 2017 and 2016, loans deemed to be impaired based on fair 
value measurement totaled $3,528,694 and $5,088,000, respectively, with the portion deemed to be impaired 
included in the allowance for loan losses. 

Collateral dependent loans and loans based on the present value of expected future cash flows discounted at the 
loan's effective interest rate are classified in Level 3 of the fair value hierarchy as the valuation technique requires 
inputs that are both significant and unobservable. 
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Items Measured at Fair Value on a Nonrecurring Basis (continued) 

Foreclosed Assets 

Foreclosed assets are valued at the lesser of the third party appraisals less management's estimate of the costs 
to sell or the carrying cost of the foreclosed asset. Appraisals generally use the market approach valuation 
technique and use market observable data to formulate an opinion of the fair value of the properties. However, 
the appraiser uses professional judgment in determining the fair value of the property and the Bank may also 
adjust the value for changes in market conditions subsequent to the valuation date when current appraisals are 
not available. As a consequence of the carrying cost or the third party appraisal and adjustments therein, the fair 
values of the properties are considered a Level 3 valuation. 

The following table represents the Bank's financial instruments measured at fair value on a nonrecurring basis for 
each of the fair value hierarchy levels: 

Level 1 Level 2 Level 3 Total 
December 31 2017 

Impaired loans 3,528,694 3,528,694 

Level 1 Level 2 Level 3 Total 
December 31 2016 

Impaired loans 5,088,000 5,088,000 
Foreclosed assets 2,775,700 2,775,700 

7,863,700 7,863,700 

There were no financial liabilities measured at fair value on a nonrecurring basis at December 31, 2017 and 
2016. 

The carrying amounts and estimated fair values of the Bank's financial instruments were as follows at December 
31, 2017: 

Financial assets: 
Gash and cash equivalents 
lmestment securities available for sale 
lmestmenl securities held to maturity 
Federal Home Loan Bank stock 
Loans, net 
Accrued interest receivable 

Financial liabilities: 
Demand, money market and sa'Ang accounts 
Time deposits 
Securities sold under agreements to repurchase 
Federal Home Loan Bank adwnce 
Accrued interest payable 
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Carrying 
Amount 

55,857,259 
169,036,780 

1,039,642 
3,428,500 

815,385,840 
2,932,431 

$ 676,194,728 
240,282,661 

646.790 
60,000,000 

1,038,979 

2017 

Fair 
Value 

55,798,114 
169,036,780 

1,022,482 
3,428,500 

825,383,185 
2,932,431 

676,194,728 
239,460,286 

646.790 
60,055,301 

1,038,979 
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16. FAIR VALUE MEASUREMENTS (CONTINUED) 

Items Measured at Fair Value on a Nonrecurring Basis (continued) 

The carrying amounts and estimated fair values of the Bank's financial instruments were as follows at December 
31, 2016: 

Financial assets: 
Cash and cash equi\elents 
ln-.estmen1 securities available for sale 
lmes1men1 securities held to maturity 
Federal Home Loan Bank stock 
Loans, net 
Accrued interest receivable 

Financial liabilities: 
Demand, money market and sa'-Ang accounts 
Time deposits 
Securities sold under agreements to repurchase 
Federal Home Loan Bank ad\ence 
Accrued interest payable 

17. BANK OWNED LIFE INSURANCE 

Carrying 
Amount 

53,935,441 
169,425,739 

1,199,290 
2,548,400 

733,804,531 
2,589,878 

$ 630,983,715 
208,466,559 

1,241,524 
40,000,000 

710,696 

2016 

Fair 
Value 

56,931,685 
169,425,739 

1,172,050 
2,548,400 

745,780,789 
2,589,878 

630,983,715 
208,691,733 

1,241,524 
40,293,817 

710,696 

Bank owned life insurance ("BOLi") is carried at the amount that could be realized under the contract at the 
balance sheet date, which is typically the cash surrender value. Changes in cash surrender value are recorded in 
non-interest income. The Bank maintains BOLi policies with two insurance carriers with a combined cash 
surrender value of $20,305,083 at December 31, 2017 covering certain present and former executives and 
officers. The Bank is the beneficiary of these policies. The Bank did not have any BOLi at December 31, 2016. 
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CLIENT CARE CENTER
Toll free 1-888-228-1576 
From Venezuela toll free 0-800-1228487 
customerservice@BanescoUSA.com

CASH MANAGEMENT DEPARTMENT
cm@BanescoUSA.com

INTERNATIONAL CUSTOMERS
internationaldept@BanescoUSA.com

LENDING DEPARTMENT
Residential & Consumer Lending
residentiallending@BanescoUSA.com
Consumer Real Estate Lending 
commerciallending@BanescoUSA.com
Commercial Loans
commercialloans@BanescoUSA.com
Construction Lending 
constructionlending@BanescoUSA.com

Banescousa.com




