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Report of Independent Registered Public Accounting Firm 

To the Board of Directors and Shareholders 
Southern California Bancorp and Subsidiary 
San Diego, California 

Opinion on the Consolidated Financial Statements 

We have audited the accompanying consolidated balance sheets of Southern California Bancorp and 
Subsidiary (the “Company”) as of December 31, 2022 and 2021, the related consolidated statements of 
income, comprehensive income, changes in shareholders’ equity, and cash flows for the years then ended, 
and the related notes (collectively referred to as the “financial statements”). 

In our opinion, the financial statements present fairly, in all material respects, the financial position of the 
Company as of December 31, 2022 and 2021, and the results of its operations and its cash flows for the 
years then ended, in conformity with accounting principles generally accepted in the United States of 
America. 

Basis for Opinion 

These financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on the Company’s financial statements based on our audits. We are a public accounting 
firm registered with the Public Company Accounting Oversight Board (United States) ("PCAOB") and are 
required to be independent with respect to the Company in accordance with the U.S. federal securities 
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB and in accordance with auditing 
standards generally accepted in the United States of America. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement, whether due to error or fraud. 
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Our audits included performing procedures to assess the risk of material misstatement of the financial 
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such 
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the 
financial statements.  Our audits also included evaluating the accounting principles used and significant 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. We believe that our audits provide a reasonable basis for our opinion. 

Critical Audit Matter 

The critical audit matter communicated below is a matter arising from the current period audit of the 
financial statements that was communicated or required to be communicated to the audit committee and 
that (1) relate to accounts or disclosures that are material to the financial statements and (2) involved 
especially challenging, subjective, or complex judgments. The communication of critical audit matters 
does not alter in any way our opinion on the financial statements, taken as a whole, and we are not, by 
communicating the critical audit matters below, providing separate opinions on the critical audit matter 
or on the accounts or disclosures to which it relates. 

Allowance for Loan Losses 

As discussed in Note 4 to the Company’s consolidated financial statements, the Company has a gross loan 
portfolio of $1.9 billion and related allowance for loan losses of $17.1 million as of December 31, 2022. 
The Company’s allowance for loan losses is a material and complex estimate requiring significant 
management judgment in the evaluation of the credit quality and the estimation of inherent losses within 
the loan portfolio. The allowance for loan losses includes a general reserve which is determined based on 
the results of a quantitative and a qualitative analysis of all loans not measured for impairment at the 
reporting date. 

The Company’s general reserves cover non-impaired loans and are based on historical loss rates for each 
portfolio. In calculating the allowance for loan losses, the Company considers relevant credit quality 
indicators for each loan segment, stratifies loans by risk rating, and estimates losses for each loan type 
based upon their nature and risk profile. This process requires significant management judgment in the 
review of the loan portfolio and assignment of risk ratings based upon the characteristics of loans. In 
addition, estimation of losses inherent within the portfolio requires significant management judgment, 
particularly where the Company has not incurred sufficient historical losses and has utilized industry data 
in forming its estimate.  

Auditing these complex judgments and assumptions involves especially challenging auditor judgment due 
to the nature and extent of audit evidence and effort required to address these matters, including the 
extent of specialized skill or knowledge needed. 

The primary procedures we performed to address this critical audit matter included: 

Gaining an understanding of the design, implementation and operating effectiveness of controls
relating to management’s timely identification of problem loans, appropriate application of loan
rating policy, consistency of application of accounting policies and appropriateness of
assumptions used in the allowance for loan losses calculation.
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Evaluating the reasonableness of assumptions and sources of data used by management in
forming historical loss factors by performing a retrospective review of loan loss experience and
analyzing the historical data used in developing the assumptions.

Evaluating the appropriateness of inputs and factors that the Company used in forming the
qualitative loss factors and assessing whether such inputs and factors were relevant, reliable,
and reasonable for the purpose used. We also evaluated the period-to-period consistency with
which qualitative loss factors are determined and applied.

Testing the mathematical accuracy and computation of the allowance for loan losses.

We have served as the Company’s auditor since 2019. Vavrinek, Trine, Day & Co., LLP, who joined Eide 
Bailly LLP in 2019, had served as the Company’s auditor since 2007.

Laguna Hills, California
March 1, 2023 

45



46



47



48



4



50



51



52



53



54



55



56



57



58



59



60



61



62



63



64



65



66



67



68



69



70



71



72



73



74



75



76



77



78



79



80



81



82



83



84



85



86



87



88



89



90



91



92



93



94



95



96



97



98



99



8 4 4 . B N K . S O C A L | B A N K S O C A L . C O M


