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BWC FINANCIAL CORP.
CONSOLIDATED BALANCE SHEETS

In thousands June 30, December 31, June 30,
Assets 2004 2003 2003
(Unaudited) (Unaudited)
Cash and Due From Banks $ 18,819 §$ 17,959 $ 19,395
Federal Funds Sold 7,400 3,470 2,000
Other Short-term Investments 50 71 82
Total Cash and Cash Equivalents 26,269 21,500 21,477

Investment Securities:

Available-for-Sale 72,536 67,684 57,154
Held-to-Maturity (approximate fair value of $21,091 on 6/30/04,

$19,245 on 12/31/03 and $15,193 on 6/30/03. 21,072 18,971 14,854
Loans 356,468 337,119 341,917

Allowance for credit losses (7,655) (6,692) (5,837)
Net Loans 348,813 330,427 336,080
BWC Mortgage Services Loans-Held-for-Sale 18,445 5,142 11,994
Bank Premises and Equipment, Net 3,951 3,892 3,464
Other Real Estate Owned - - 363
Interest Receivable and Other Assets 10,131 9,540 8,217
Total Assets $§ 501,217 $ 457,156 §$ 453,603

Liabilities and Shareholders' Equity

Liabilities
Deposits:
Noninterest-bearing $ 127,340 $ 123,496 $ 107,837
Interest-bearing:
Money Market Accounts 155,405 152,188 153,289
Savings and NOW Accounts 57,063 52,727 53,559
Time Deposits:
Under $100,000 30,674 23,225 25,742
$100,000 or more 31,288 18,529 25,252
Total Interest-bearing 274,430 246,669 257,842
Total Deposits 401,770 370,165 365,679
Federal Home Loan Bank Borrowings 31,927 33,352 25,583
BWC Mortgage Services Borrowings 18,370 5,071 11,819
Fed Funds Purchased - - 1,200
Other Borrowed Funds - - 3,181
Interest Payable and Other Liabilities 3,217 3,745 3,241
Total Liabilities 455,284 412,333 410,703

Shareholders' Equity
Preferred Stock, no par value:

5,000,000 shares authorized, none outstanding - - -
Common Stock, no par value:

25,000,000 shares authorized; issued and outstanding -

3,918,067 shares on 6/30/04, 3,909,132 on 12/31/03

and 3,902,591 on 6/30/03. 39,139 39,019 31,283
Retained Earnings 7,124 5,305 10,768
Accumulated other comprehensive income/(loss) (330) 499 849

Total Shareholders' Equity 45933 44 823 42,900
Total Liabilities and Shareholders' Equity $ 501,217 $ 457,156 $ 453,603

The accompanying notes are an integral part of these consolidated statements.



BWC FINANCIAL CORP.
CONSOLIDATED STATEMENTS OF INCOME
In thousands except per-share amounts

Interest Income
Loans, including Fees
Investment Securities:
Taxable
Non-taxable
Federal Funds Sold
Total Interest Income

Interest Expense
Deposits
Federal Funds Purchased
FHLB Borrowings
BWC Mortgage Services
Total Interest Expense

Net Interest Income
Provision for Credit Losses

Net Interest Income After Provision For Credit Losses

Noninterest Income
BWC Mortgage Services - Commissions
BWC Mortgage Services - Fees & Other
Service Charges on Deposit Accounts
Other
Gain/(loss) on Security Transactions
Total Noninterest Income

Noninterest Expense
Salaries and Related Benefits
BWC Mortgage Services - Commissions
Occupancy
Furniture and Equipment
Other
Total Noninterest Expense
BWC Mortgage Services - Minority Interest

Income Before Income Taxes
Provision for Income Taxes
Net Income

Basic Earnings Per Share
Diluted Earnings Per Share

Weighted Average Basic Shares

Weighted Average Diluted Share Equivalents
Related to Options

Weighted Average Diluted Shares

For the Three Months For the Six Months
Ended June 30, Ended June 30,

2004 2003 2004 2003
(Unaudited)  (Unaudited) = (Unaudited)  (Unaudited)

$ 6,445 § 5793 $ 12,626 $ 11,233
536 533 1,006 1,114

145 107 283 214

52 33 81 63

7,178 6,466 13,996 12,624

735 696 1,345 1,409

- 1 6 1

390 286 783 588

256 71 355 71

1,381 1,054 2,489 2,069

5,797 5,412 11,507 10,555

375 300 825 600

5,422 5,112 10,682 9,955

2,714 2,575 4,754 5,430

1,121 1,082 1,872 1,617

236 264 467 529

439 401 854 842
- (12) 14 (12)

4,510 4,310 7,961 8,406

3,101 2,772 6,118 5,543

2,002 2,129 3,495 4,139

603 489 1,151 978

203 193 400 366

1,731 1,754 3,248 3,192

7,640 7,337 14,412 14,218

377 288 564 579

1,915 1,797 3,667 3,564

699 678 1,377 1,366

$ 1,216 $ 1,119 $ 2,290 $ 2,198

A 031 $ 029 $ 059 §$ 0.56

$ 031 § 029 $ 0.58 $ 0.56
3,910,697 3,902,633 3,909,914 3,941,633
34,233 18,851 35,089 15,402
3,944,930 3,921,484 3,945,003 3,957,036

The accompanying notes are an integral part of these consolidated statements.



BWC FINANCIAL CORP.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
For the periods ending December 31, 2003, and June 30, 2004

In thousands except share amounts Accumulated
Other
Number Common Retained Comprehensive Comprehensive
of Shares Stock Earnings Income/(Loss) Total Income
Balance, January 1, 2003 3,619,510 $ 32,575 § 8,570 $ 854 § 41,999
Net Income as of December 31, 2003 -- - 4,799 -- 4,799 4,799
Other Comprehensive Income, net of tax
liability of $301 - -- - (355) (355) (355)
Comprehensive Income - -- -- - - 3 4,444
Stock options exercised 6,140 89 -- -- 89
Repurchase and retirement of shares by the
Corporation (71,700) (1,292) -- - (1,292)
Cash Dividend Paid - -- (426) - (426)
10% stock dividend including payment of
fractional shares 355,182 7,633 (7,638) - ®)
Tax benefit from the exercise of stock options -- 14 -- -- 14
Balance, December 31, 2003 3,909,132 $§ 39,019 $ 5,305 $ 499 § 44,823
Net Income as of June 30, 2004 - - 2,290 - 2,290 2,290
Other Comprehensive Income, net of tax
benefit of $208 -- - -- (829) (829) (829)
Comprehensive Income -- -- -- - - 3 1,461
Stock options exercised 8,935 120 -- -- 120
Cash Dividend Paid -- -- (471) -- (471)
Balance, June 30, 2004 (Unaudited) 3,918,067 $ 39,139 §$ 7,124 § (330) $ 45,933

The accompanying notes are an integral part of these consolidated statements.



BWC FINANCIAL CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS

In thousands For the Six Months Ended June 30,
2004 2003

OPERATING ACTIVITIES: (Unaudited) (Unaudited)

Net Income $ 2290 $ 2,198

Adjustments to reconcile net income to
net cash provided(used):

Loan fees earned (1,618) (1,225)
Provision for credit losses 825 600
Depreciation on fixed assets 336 262
Amortization and accretion on securities 950 515
(Gain)/loss on sale of securities available for sale (14) 12
Increase in BWC Mtg. loans held-for-sale (13,303) (11,994)
(Increase)/decrease in accrued interest receivable
and other assets (591) 371
(Decrease)/increase in accrued interest payable
and other liabilities (529) 350
Net Cash Used by Operating Activities (11,654) (8,911)

INVESTING ACTIVITIES:

Proceeds from maturities of investment securities 8,623 16,144
Proceeds from the sales of available-for-sale
investment securities 15,334 488
Purchase of investment securities (32,675) (18,243)
Loans originated, net of collections (17,593) (31,871)
Increase in Other Real Estate Owned - (363)
Purchase of bank premises and equipment (394) (566)
Net Cash Used by Investing Activities (26,705) (34,411)

FINANCING ACTIVITIES:

Net increase in deposits 31,605 24,726
Increase/(decrease) in Federal Home Loan borrowings (1,425) 6,342
Increase in BWC Mortgage Services borrowings 13,299 11,994
Cash dividends paid 471) -
Proceeds from issuance of common stock 120 -
Cash paid for the repurchase of common stock - (1,292)
Net Cash Provided by Financing Activities 43,128 41,770

CASH AND CASH EQUIVALENTS:

Increase in cash and cash equivalents 4,769 (1,552)
Cash and cash equivalents at beginning of year 21,500 23,029
Cash and Cash Equivalents at period end $ 26,269 $ 21,477

ADDITIONAL CASH FLOW INFORMATION:
Interest Paid $ 2,367 $ 2,142

Income Taxes Paid $ 888 $ 1,096

The accompanying notes are an integral part of these consolidated statements.



BWC FINANCIAL CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. CONSOLIDATED FINANCIAL STATEMENTS

In the opinion of management, the unaudited interim consolidated financial statements contain all adjustments (consisting of
only normal recurring adjustments) necessary to present fairly the financial position at June 30, 2004 and the results of
operations for the three months and six months ended June 30, 2004 and 2003 and cash flows for the six months ended June
30, 2004 and 2003.

Certain information and footnote disclosures presented in the Corporation's annual consolidated financial statements are not
included in these interim financial statements. Accordingly, the accompanying unaudited interim consolidated financial
statements should be read in conjunction with the consolidated financial statements and notes thereto included in the
Corporation's 2003 10-K. The results of operations for the six months ended June 30, 2003, and the results of interim periods
presented, are not necessarily indicative of the operating results for the full year.

Diluted earnings per share is computed using the weighted average number of shares outstanding during the period, adjusted
for the dilutive effect of stock options. All per-share amounts have been restated to reflect the 10% stock dividend given in
December 2003.

2: INVESTMENT SECURITIES

An analysis of the investment security portfolio at June 30, 2004 follows:
In thousands

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Available-for-sale Cost Gains Losses Value
U.S. Treasury Securities $ 271 $ - 4 3 267
Securities of U.S. Government Agencies 31,844 57 324 31,577
Taxable Securities of State and
Political Subdivisions 23,275 72 411 22,936
Corporate Debt Securities 17,684 197 125 17,756
Total 73,074 326 864 72,536
Held-to-maturity
Obligations of State and Political Subdivisions 21,072 155 136 21,091
Total Investment Securities $ 94,146 $ 481 $ 1,000 $ 93,627

In 2004 the Corporation received proceeds from sale of available-for-sale investment securities of
$15,334,000. Gains (losses) included in other noninterest income totaled $62,000 in gains and
$48,000 in losses.



The maturities of the investment security portfolio at June 30, 2004 follow:

In thousands

Within one year

After one year through five years

Over five years through ten years
Total

Within one year

After one year through five years

Over five years through ten years
Total

Held-to-maturity

Amortized Estimated Fair Effective

Cost Value Yield

$ 5,942 §$ 5,955 4.10%

11,450 11,478 3.93%

3,680 3,658 4.59%

$ 21,072 $ 21,091 4.09%
Available-for-Sale

Amortized Estimated Fair Effective

Cost Value Yield

$ 24,039 $ 24,109 2.84%

44,535 43,955 3.03%

4,500 4,472 3.45%

$ 73,074 $ 72,536 2.97%

At June 30, 2004 securities with a book value of $14,461,000 were pledged to secure public deposits.
Market value of these same securities on that date was $14,476,000.

3. ALLOWANCE FOR CREDIT LOSSES
In thousands

Total loans outstanding at end of
period, before deducting allowance
for credit losses

Allowance for credit losses at
beginning of period

Charge-offs
Recoveries
Net (charge-offs)/recoveries

Provisions

Allowance for credit losses at
end of period

Ratio of allowance for credit
losses to loans

For the Six Months Ended

June 30,
2004 2003
$ 356,468 $ 341917
6,692 5,977
(40) (844)
178 104
138 (740)
825 600
$ 7,655 % 5,837
2.15% 1.71%



4. COMPREHENSIVE INCOME

For the Bank, comprehensive income includes net income reported on
the statement of income and changes in the fair value of its available-
for-sale investments reported as a component of shareholders' equity.

The components of other comprehensive income for the six months ended
June 30, 2004 and 2003 are as follows:

In thousands
2004 2003

Unrealized gain(loss) arising

during the period, net of tax $ (852) $ (12)
Reclassification adjustment for net

realized gains(losses) on securities

available-for-sale included in net

income during the year, net of tax (23) (7
Net unrealized gain(loss) included

in other comprehensive income $ (829) $ (5)
5. BUSINESS SEGMENTS

The Corporation is principally engaged in community banking activities through its seven Bank branches. In addition to its
community banking activities, the Corporation provides mortgage brokerage services through its joint venture, BWC Mortgage
Services. These activities are monitored and reported by Corporation management as a separate operating segment. The
separate banking offices have been aggregated into a single reportable segment, Community Banking.

The Corporation’s community banking segment provides loans, leases and lines of credit to local businesses and individuals.
This segment also derives revenue by investing funds that are not loaned to others in the form of loans, leases or lines of credit,
into investment securities. The business purpose of BWC Mortgage Services is the origination and placement of long-term
financing for real estate mortgages.

Summarized financial information for the periods ended June 30, 2004 and 2003 concerning the Corporation’s reportable
segments is shown in the following table.



For the Six Months

Ended 06/30/2004 Community Mortgage

In thousands Banking Services Adjustments Total
Total Interest Income 13,100 906 (10) 13,996
Commissions Received - 4,754 - 4,754
Total Interest Expense 2,141 358 (10) 2,489
Salaries & Benefits 4,868 1,250 - 6,118
Commissions Paid - 3,495 - 3,495
Segment Profit before Tax 3,230 1,128 (691) 3,667
Total Assets 481,763 21,200 (1,746) 501,217
For the Six Months

Ended 06/30/2003 Community Mortgage

In thousands Banking Services Adjustments Total
Total Interest Income 12,516 111 (3) 12,624
Commissions Received - 5,430 - 5,430
Total Interest Expense 2,001 72 (4) 2,069
Salaries & Benefits 4,706 837 - 5,543
Commissions Paid - 4,139 - 4,139
Segment Profit before Tax 3,109 1,158 (703) 3,564
Total Assets 440,760 13,385 (542) 453,603
For the Quarter Ended

Ended 06/30/2004 Community Mortgage

In thousands Banking Services Adjustments Total
Total Interest Income 6,577 605 (4) 7,178
Commissions Received - 2,714 - 2,714
Total Interest Expense 1,128 257 (4) 1,381
Salaries & Benefits 2,411 690 - 3,101
Commissions Paid - 2,002 - 2,002
Segment Profit before Tax 1,568 754 (407) 1,915
Total Assets 481,763 21,200 (1,746) 501,217
For the Quarter Ended

Ended 06/30/2003 Community Mortgage

In thousands Banking Services Adjustments Total
Total Interest Income 6,357 110 (4) 6,466
Commissions Received - 2,575 - 2,575
Total Interest Expense 984 72 (4) 1,054
Salaries & Benefits 2,327 445 - 2,772
Commissions Paid - 2,129 - 2,129
Segment Profit before Tax 1,548 576 (474) 1,797
Total Assets 440,760 13,385 (238) 453,603




6. ACCOUNTING FOR STOCK-BASED COMPENSATION

The Corporation uses the intrinsic value method to account for its stock option plans (in accordance with the provisions of
Accounting Principles Board Opinion No. 25). Under this method, compensation expense is recognized for awards of options
to purchase shares of common stock to employees under compensatory plans only if the fair market value of the stock at the
option grant date (or other measurement date, if later) is greater than the amount the employee must pay to acquire the stock.
Statement of Financial Accounting Standards No. 123, Accounting for Stock-Based Compensation (SFAS 123) permits
companies to continue using the intrinsic value method or to adopt a fair-value-based method to account for stock option plans.
The fair-value-based method results in recognizing as expense over the vesting period the fair value of all stock-based awards
on the date of grant. The Corporation has elected to continue to use the intrinsic value method. The pro forma disclosures
illustrating the impact on net income of applying the fair-value method are reflected in the following table.

For the Six Months Ended
In thousands except per-share amounts June 30,
2004 2003

Net income, as reported $ 2,290 $ 2,198
Deduct: Total stock-based compensation expense

determined under the fair-value-based method

for all awards, net of related taxes 77 80
Pro forma net income $ 2,213 $ 2,118
Basic income per share, as reported $ 0.59 $ 0.56
Proforma basic income per share $ 0.57 $ 0.54
Diluted income per share, as reported $ 0.58 $ 0.56
Proforma diluted income per share $ 0.56 $ 0.54
Weighted Average Basic Shares 3,909,914 3,941,633
Weighted Average Diluted Shares 3,945,003 3,957,036
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Forward-Looking Statements

Except for historical financial information contained herein, certain matters discussed in the Annual Report of BWC Financial
Corp. constitute “forward-looking statements” within the meaning of the Securities Exchange Act of 1934, as amended.
Forward-looking statements are subject to risks and uncertainties that may cause actual future results to differ materially. Such
risks and uncertainties with respect to BWC Financial Corp., Bank of Walnut Creek and BWC Real Estate, include, but are not
limited to, those related to the economic environment, particularly in the areas in which the Company and the Bank operate,
competitive products and pricing, loan delinquency rates, fiscal and monetary policies of the U.S. government, changes in
governmental regulations affecting financial institutions - including regulatory fees and capital requirements, changes in
prevailing interest rates, acquisitions and the integration of acquired businesses, credit risk management and asset/liability
management, the financial and securities markets, and the availability of and costs associated with sources of liquidity.

Selected Financial Data - Summary:
The following table provides certain selected consolidated financial data as of and for the three
month and six-month periods ended June 30, 2004 and 2003.

Quarter Ended Year to Date
SUMMARY INCOME STATEMENT June 30, June 30,
( Unaudited in thousands except share data) 2004 2003 2004 2003
Interest Income $ 7,178  $ 6,466 $ 13,996 $ 12,624
Interest Expense 1,381 1,054 2,489 2,069
Net Interest Income 5,797 5,412 11,507 10,555
Provision for Credit Losses 375 300 825 600
Non-interest Income 4,510 4310 7,961 8,406
Non-interest Expense 7,640 7,337 14,412 14,218
Minority Interest 377 288 564 579
EBIT 1,915 1,797 3,667 3,564
Income Taxes 699 678 1,377 1,366
Net Income $ 1,216 $ 1,119 § 2,290 $ 2,198
Per share:
(Share and share equivalents have been adjusted for the
stock dividend granted in December 2003)
Basic EPS $ 031 $ 029 $ 059 § 0.56
Diluted EPS $ 031 $ 029 $ 0.58 $ 0.56
Weighted Average Basic shares 3,910,697 3,902,633 3,909,914 3,941,633
Weighted Average Diluted Shares 3,944,930 3,921,484 3,945,003 3,957,036
Cash dividends $ 006 $ - $ 012 $ -
Book value at period-end $ 11.72 % 10.99
_Ending shares (adjusted for stock dividend in December 2003) 3,918,067 3,902,591
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Selected Financial Data - Summary cont: Quarter Ended Year to Date

June 30, June 30,
Financial Ratios: 2004 2003 2004 2003
Return on Average Assets 1.03% 1.04% 0.97% 1.05%
Return on Average Equity 10.60% 10.57% 10.06% 10.38%
Net Interest Margin to Earning Assets 4.85% 5.39% 5.32% 5.67%
Net loan losses (recoveries) to avg. loans -0.01% 0.11% -0.04% 0.19%
Efficiency Ratio (Bank only) 65.00% 68.75% 66.23% 68.13%
SUMMARY BALANCE SHEET
(Unaudited in thousands) June 30,
Assets: 2004 2003
Cash and Equivalents $ 26269 $§ 21,477
Investments 93,608 72,008
Loans 356,468 341,917
Allowance for Credit Losses (7,655) (5,837)
BWC Mortgage Services, Loans Held-for-Sale 18,445 11,994
Other Assets 14,082 12,044
Total Assets $ 501,217 $ 453,603
Deposits: $ 401,770 $ 365,679
Other Borrowings 50,297 41,783
Other Liabilities 3,217 3,241
Total Liabilities 455,284 410,703
Equity 45,933 42,900
Total Liabilities and Equity $§ 501,217 $ 453,603

General

Prime rate averaged 4.00% during the first half of 2004, compared to 4.25% for the first half of 2003, a decrease of 0.25%
between the comparable periods. Due to the Corporation’s asset-sensitive position, low interest rates result in a narrowing of
the Corporation’s net interest margin. On July 1, 2004 the Federal Reserve raised their funds rate by 0.25%, resulting in banks
raising their prime lending rates by a like amount. The economy still reflects a lot of uncertainty, however, with continued
strengthening and growth, interest rates are projected to continue increasing by measured steps. A stronger economy and
higher rates will reflect positively in the Corporation’s performance.

Total assets of the Corporation at June 30, 2004 of $501,217,000 have increased $47,613,000 or 10.5% as compared to June 30,
2003. Total loans of $356,468,000 have increased $14,551,000 or 4.3%, and total deposits plus FHLB long-term borrowings of
$433,697,000 have increased $42,435,000 or 11%. Since year-end 2003 the Corporation’s assets have increased 10%, loans
increased 6%, and deposits plus FHLB long-term borrowings increased 7%.

The Corporation's loans-to-deposits plus FHLB borrowings ratio as of June 30, 2004 was 82%, as compared to 87% in 2003 and
84% at year-end 2003.

The Corporation’s subsidiary, BWC Mortgage Services, has established lines-of-credit with third party providers for the purpose
of funding sold loans to reduce the time it takes to close mortgages for borrowers. The loans held-for-sale are generally on the
books for less than a month and carry virtually no credit risk to the Corporation. For this reason these loans are reported as a
separate line item below the loans and reserves of the Corporation and are not included in the calculation of the ratio of allowance
for credit losses to loans. Interest income and fees associated with these loans are included in the “Loans, including Fees” section
of the Corporation’s income statement.
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Net Income

Net income for the first six months in 2004 of $2,290,000 was $92,000 more than the first six months in 2003. This represented a
return on average assets during this period of 0.97% and a return on average equity of 10.06%. The return on average assets
during the first six months of 2003 was 1.05%, and the return on average equity was 10.38%.

Net income for the three months ending June 30, 2004 of $1,216,000 was $97,000 more than the comparable period in 2003. The
return on average assets during the second quarter was 1.00%, and the return on average equity was 10.60%. The return on
average assets during the second quarter of 2003 was 1.04%, and the return on average equity was 10.57%.

Earning assets averaged $468,171,000 during the six months ended June 30, 2004, as compared to $399,788,000 for the
comparable period in 2003. Earning assets averaged $490,886,000 during the second quarter of 2004 as compared to
$410,804,000 during the second quarter of 2003.

Diluted earnings per average common share were $0.58 for the first six months of 2004 as compared to $0.56 for the first six
months of 2003. For the second quarter of 2004, diluted earnings per average common share were $0.31 as compared to $0.29 for
the second quarter of 2003.

Net Interest Income

Interest income represents the interest earned by the Corporation on its portfolio of loans, investment securities, and other short-
term investments. Interest expense represents interest paid to the Corporation's depositors, as well as to others from whom the
Corporation borrows funds on a temporary basis.

Net interest income is the difference between interest income on earning assets and interest expense on deposits and other
borrowed funds. The volume of loans and deposits and interest rate fluctuations caused by economic conditions greatly affect net
interest income.

Net interest income during the first six months of 2004 was $11,507,000 or $952,000 more than the comparable period in 2003.
This was on a net earning-asset base (earning assets less interest-bearing deposits and borrowings) that averaged $15,513,000
more than during the first six months of 2003. The prime lending rate averaged 4.00% during the first six months of 2004 as
compared to an average of 4.25% for the first six months of 2003.

Due to the Corporation’s asset-sensitive position, decreasing interest rates result in a decrease in the Corporation’s net interest
margin. The Corporation’s net interest margin averaged 5.02% during the first six months of 2004 as compared to 5.35% in 2003.
The decrease in net interest margin is estimated to have resulted in a decrease in interest income of $121,000 during the first six
months of 2004 as compared to the same period in 2003. This was offset by the increased interest income related to growth of
earning assets, which contributed to an increase over the comparable period of an estimated $1,073,000.

During the second quarter 2004 the Corporation’s net interest margin averaged 4.80% as compared to 5.34% in 2003. The
decrease in net interest margin is estimated to have resulted in a decrease in interest income of $359,000 during the second quarter
0f 2004 as compared to the same period in 2003. This was offset by the increased interest income related to growth of earning
assets, which contributed an increase over the comparable period of an estimated $744,000.

The following table delineates the impacts of changes in the volume of earning assets, changes in the volume of interest-

bearing liabilities, and changes in interest rates on net interest income for the six-month and second quarter periods ended June
30, 2004 and 2003.
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EARNING ASSETS:

Loans (3.,4,5)

Investment Securities, Fed Funds, Other (2)
BWC Mtg Banking - Loans

TOTAL EARNING ASSETS

INTEREST BEARING LIABILITIES:

Interest Bearing Deposits

FHLB & Other Borrowing - Bank

BWC Mortgage Services - Borrowings

TOTAL INTEREST BEARING LIABILITIES

NET INTEREST INCOME

EARNING ASSETS:

Loans (3.,4,5)

Investment Securities, Fed Funds, Other (2)
BWC Mtg Banking - Loans

TOTAL EARNING ASSETS

INTEREST BEARING LIABILITIES:

Interest Bearing Deposits

FHLB & Other Borrowing - Bank

BWC Mortgage Services - Borrowings

TOTAL INTEREST BEARING LIABILITIES

NET INTEREST INCOME

Six Months Six Months
Ended June 30, Ended June 30,
2004 2003
Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/
Balance Expense Rate Balance Expense Rate
$ 352,353 § 11,719 6.71% $ 318,576  § 11,125 7.04%
97,849 1,370 3.12% 76,529 1,391 3.81%
17,969 907 10.18% 4,682 108 4.65%
$ 468,171 § 13,996 6.09% $ 399,787 § 12,624 6.40%
Avg.Volume YTD Int. Rate Avg.Volume YTD Int. Rate
$ 274302 § 1,342 0.99% $ 247,335 § 1,408 1.15%
33,114 789 4.80% 23,541 589 5.05%
18,013 358 4.01% 1,682 72 8.63%
$ 325,429 $ 2,489 1.54% $ 272,558 § 2,069 1.53%
$ 142,742 § 11,507 5.02% $ 127,229 § 10,555 5.35%
Quarter Quarter
Ended June 30, Ended June 30,
2004 2003
Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/
Balance Expense Rate Balance Expense Rate
$ 355,492 § 5,840 6.59% $ 324,247 § 5,685 7.03%
110,715 733 2.93% 77,193 673 3.78%
24,679 605 9.83% 9,364 108 4.63%
$ 490,886 $ 7,178 5.93% $ 410,804 § 6,466 6.37%
Avg.Volume Quarterly Rate Avg.Volume Quarterly Rate
$ 285,903 § 735 1.03% $ 251,120 § 696 1.11%
32,036 390 4.88% 23,582 287 4.88%
24,704 256 4.16% 9,364 71 3.04%
$ 342,643 $ 1,381 1.62% $ 284,066 $ 1,054 1.49%
$ 148,243  § 5,797 4.80% $ 126,738 § 5,412 5.34%
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1. Minor rate differences from a straight division of interest by average assets are due to the rounding of average
balances.

2. Amounts calculated on a fully tax-equivalent basis where appropriate (2004 and 2003 Federal Statutory Rate
was 34%).

3. Nonaccrual loans of $743,000 and $758,000 as of June 30, 2004 and 2003 have been included in the average
loan balance. Interest income is included on nonaccrual loans only to the extent to which cash payments have
been received.

4.  Average loans are net of average deferred loan origination fees of $1,485,000 and $1,438,000 in 2004 and
2003, respectively.

5. Loan interest income includes loan origination fees of $1,618,000 and $1,225,000 in 2004 and 2003,
respectively.

Provision for Credit Losses

An allowance for credit losses is maintained at a level considered adequate to provide for losses that can be reasonably
estimated and is in accordance with SFAS 5 and staff accounting bulletin 102. The allowance is increased by
provisions charged to expense and reduced by net charge-offs. Management continually evaluates the economic
climate, the performance of borrowers, and other conditions to determine the adequacy of the allowance.

The ratio of the allowance for credit losses to total loans as of June 30, 2003 was 2.15%, as compared to 1.71% for the
period ending June 30, 2003. There were two primary reasons for the increase in this ratio. First, net loan losses
were significantly reduced from the prior year, and represented a net recovery during the current period. Second,
loan growth was not as vigorous as plan, with the result that the allowance ratio exceeded plan. The Corporation
will be reducing its provision to allowance for credit losses during the second half of the year, unless credit
conditions or loan growth significantly change during the second half of the year. The Corporation’s ratios for both
periods is considered adequate to provide for losses inherent in the loan portfolio.

The Corporation performs a quarterly analysis of the adequacy of its allowance for loan losses. As of June 30, 2004
it had $5,917,000 in allocated allowance and $1,738,000 in unallocated allowance. The Corporation’s management
believes that the amount of unallocated allowance is reasonable due to the growth of the Bank’s loan portfolio and
the type of credit products that comprise the portfolio.

The Corporation had net recoveries of $138,000 during the first six months of 2004 as compared to net losses of
$740,000 during the comparable period in 2003.

The following table provides information on past-due and nonaccrual loans:

For the Six Months Ended June 30,

2004 2003
Loans Past-due 90 Days or More $ 16,000 $ 77,000
Nonaccrual Loans 743,000 758,000
Total $ 759,000 $ 835,000

As of June 30, 2004 and 2003, no loans were outstanding that had been restructured. No interest earned on
nonaccrual loans that was recorded in income during 2004 remains uncollected. Interest foregone on nonaccrual
loans was approximately $108,000 and $150,000, as of June 30, 2004 and 2003, respectively.

The Allowance for Loan and Lease Loss Reserve Methodology requires that certain loans be reviewed under the
directives of the Federal Financial Institutions Examination Council’s (FFIEC) policy statement dated July 6, 2001
and FASB 114, to determine whether or not the loan is impaired and necessitates a Specific Reserve. By Bank
policy all loans and leases that are classified Substandard (Risk Rating 6) or Doubtful (Risk Rating 7) are reviewed
to determine if they are impaired. An impaired loan defined by FASB 114, is one which “based on current
information and events, it is probable that a creditor will be unable to collect all amounts due according to the
contractual terms of the loan agreement”. All amounts due according to the contractual terms means “that both the
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contractual interest payments and contractual principal payments will be collected as scheduled in the loan
agreement”.

When a loan is determined to be impaired, the extent of impairment is based on the expected future cash flows
discounted at the loan’s effective interest rate. However, as a practical expedient, FASB 114 permits a creditor to
measure impairment based on the fair value of the collateral. It is this latter form of measurement that the Bank has
elected to use, as personal or real property assets collateralize a large percentage of the Bank’s loans.

In selecting this approach to determining the necessity of Specific Reserves, the Bank documents:

e How the fair value of the collateral was determined, e.g., current appraisal (real property,
equipment or inventory), method for valuation of collectable accounts or notes receivable,
method for valuation of other assets.

e  Supporting rationale for adjustments to appraisals or loan-to-value discount applied to
determine the collateral value.

e  The determination of the cost to sell or liquidate the collateral.

e The qualifications, expertise and independence of the appraiser.

For purposes of the Bank’s Credit Policy regarding this section of the ALLL methodology the following
practices and definitions apply.
e An appraisal will be considered “current” for the initial assessment of a loan under FASB
114, if it is less than six months old. In subsequent annual assessments the appraisal may not
be older than twelve months. Where we are assessing accounts or notes receivable we should
order a receivables audit to assist in the initial assessment and refresh it every six months.
e In developing the rationale to support appraisal adjustments or the loan-to-value discount on
personal property, external comps and collateral audits should be used as much as possible.
e  All costs to sell or liquidate the collateral, except legal expenses, are to be included. An
estimate may be used where definitive amounts are not available.
e  The calculation of the Specific Reserve follows:

Gross Collateral Value
Less: Cost to Sell
Less: Loan-To-Value Discount (1)
Equals: Net Collateral Value
Less: Current Principal Outstanding

If the calculation produces a collateral excess, it is not appropriate to assign a Specific Reserve. If
the calculation results in a collateral shortfall, the Specific Reserve should equal the amount of the
shortfall.

(1) The loan-to-value discount does not have to follow the Bank standard if the rationale for an
adjustment warrants a greater or lesser amount.

Noninterest Income

Noninterest income during the first six months of 2004 was $445,000 less than during the comparable period of
2003 of which $421,000 was in decreased income from BWC Mortgage Services. This is a reflection of the market
for mortgages and refinancing which was particularly strong during 2003. During 2004 this activity had decreased
substantially during the first part of the year, but picked up during the second quarter. There is also a decrease in
service charge income of $62,000 which is in part due to the free checking program being sponsored by the Bank
this year, as well as a decrease in NSF fees this year as compared to the prior year.

There were net gains on securities available-for-sale of $14,000 during the first six months of 2004 as compared to
losses of $12,000 during the comparable 2003 period.
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During the second quarter of 2004 noninterest income from BWC Mortgage Services was $178,000 greater then the
comparable period in 2003. Mortgage interest rates started increasing during the second quarter of 2004, resulting
in a rush to close by customers who wanted to lock in their rates before they increased any further. This surge in
demand has now passed and mortgage activity has returned to more stable levels. Service charges by the Bank
reflect a decrease of $28,000 from the prior year quarter, due to the same reasons as given for the six month results.

Noninterest Expense

Noninterest expense during the first six months of 2004 was $194,000 greater than during the comparable period in
2003. All categories listed under noninterest expense include consolidated expenses from BWC Mortgage Services,
not just the two line items specifically referring to their commission expense and to their fee expense. BWC
Mortgage Services’ total operating expenses during this period in 2004 were $6,047,000, as compared to
$5,929,000 in 2003, or $118,000 greater. The balance of the increase was in salaries and benefits expense in the
Bank.

Salaries and related benefits were $575,000 greater during the first six months of 2004 as compared to 2003. Of this
increase, BWC Mortgage Services accounted for $413,000. This is again related to the significant growth and
increase in activity in this market segment. The Bank’s staff averaged 120 full-time equivalent (FTE) persons
during the first six months of 2004 as compared to 125 during 2003.

Occupancy expense increased $173,000 over the comparable period in 2003. Of this increase, BWC Mortgage
Services accounted for $118,000 and the Bank $55,000. BWC Mortgage Services acquired new and expanded
office space during the comparative periods, increasing their space by 7,000 square feet. The Bank completed a
remodel of its headquarters building in Walnut Creek during the first half of 2004, at a capitalized expenditure of
approximately $1,000,000. Amortization of this expense will take place over the remaining 12 year term of the
Main Office lease. Other increases are related to general operating and CPI-based increases in the properties leased
by the Bank.

Total furniture and equipment expenses increased $34,000 as compared to the 2003 period. Nearly all of this
increase took place in BWC Mortgage Services and was related to their move into new quarters. The expenses
related to the Bank’s remodeling efforts (both in occupancy and FF&E expense) will become more apparent in
future quarters as these capitalized expenditures begin to be amortized.

Other expenses reflect an increase of $56,000 between the respective periods. This is the result of increased
expenses in BWC Mortgage Services.

During the second quarter of 2004 the Corporation’s noninterest expense increased $303,000 over the comparable
quarter of 2003, which was related to increased expenses by BWC Mortgage Services. The same reasons given for the
six month period are applicable to the quarterly results.

Other Real Estate Owned

As of June 30, 2004 the Corporation had no Other Real Estate Owned assets (assets acquired as the result of foreclosure
on real estate collateral) on its books.

Capital Adequacy

The Federal Deposit Insurance Corporation (FDIC) has established risk-based capital guidelines requiring banks to
maintain certain ratios of "qualifying capital" to "risk-weighted assets". Under the guidelines, qualifying capital is
classified into two tiers, referred to as Tier 1 (core) and Tier 2 (supplementary) capital. Currently, the bank's Tier 1
capital consists of shareholders' equity, while Tier 2 capital includes the eligible allowance for credit losses. The Bank
has no subordinated notes or debentures included in its capital. Risk-weighted assets are calculated by applying risk
percentages specified by the FDIC to categories of both balance-sheet assets and off-balance-sheet assets.
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The Bank's Tier 1 and Total (which included Tier 1 and Tier 2) risk-based capital ratios surpassed the regulatory
minimum of 8% at June 30, for both 2004 and 2003. The FDIC has also adopted a leverage ratio requirement. This
ratio supplements the risk-based capital ratios and is defined as Tier 1 capital divided by the quarterly average assets
during the reporting period. The requirement established a minimum leverage ratio of 3% for the highest-rated banks.

The following table shows the Corporation's risk-based capital ratios and leverage ratio as of June 30, 2004, December
31, 2003, and June 30, 2003.

Risk-based capital ratios: Capital Ratios
Minimum
June 30, December 31, June 30, Regulatory
2004 2003 2003 Requirements
Tier 1 capital 10.65% 11.18% 10.70% 4.00%
Total capital 11.87% 12.42% 11.93% 8.00%
Leverage ratio 9.49% 9.63% 9.78% 3.00%

The Company’s total shareholders’ equity increased $1,939,000 from December 31, 2003, due primarily to
earnings, which was reduced by a decrease in comprehensive income by $829,000. From June 30, 2003
shareholders’ equity increased $4,212,000, primarily due to earnings, offset by a $1,179,000 decrease in
comprehensive income. Shareholders’ equity was 9.16% of total assets as of June 30, 2004, 9.80% as of December
31,2003 and 9.46% as of June 30, 2003.

The market value of available-for-sale securities was $538,000 less than book value at June 30, 2004 and $800,000
greater than book value on December 31, 2003 and $1,365,000 greater on June 30, 2003. These changes are a result of
changes in market interest rates, which resulted in unrealized losses in the investment portfolio as of June 30, 2004 and
unrealized gains as of December 31, 2003 and June 30, 2003. In the event market interest rates increase, the market
value of the Company’s investment portfolio may decrease and vice versa in the event of rate decreases. Because
changes in the market value of available-for-sale securities are a component of other comprehensive income within
stockholders’ equity, a decrease in market value of securities would negatively impact stockholders’ equity. The
Company performs a quarterly simulation analysis of changes in the market value of the investment portfolio given a
200-basis-point change in interest rates. The latest analysis indicated a decrease in market value of approximately $3.0
million (net of federal income tax) given a 200-bp increase in rates and a 2.98 increase in market value given a 200-bp
decrease in rates. Only if the entire portfolio of available-for-sale securities were liquidated would the above impacts
be realized. The Corporation purchases securities to provide a constant stream of maturities to meet normal liquidity
needs. On occasion, some sales may take place for temporary liquidity needs; however, it is highly unlikely that a
significant portion of available-for-sale securities would ever be liquidated prior to maturity. In addition, the Company
would continue to be well in excess on capital adequacy requirements in the event the Company would be required to
liquidate these securities for unforeseen liquidity needs.

Liquidity

The objective of liquidity management is to ensure the cash flow requirements of depositors and borrowers, as well
as the operating cash needs of the Corporation, are met, taking into account all on- and off-balance sheet funding
demands. Liquidity management also includes ensuring cash flow needs are met at a reasonable cost. Liquidity risk
arises from the possibility the Corporation may not be able to satisfy current or future financial commitments, or the
Corporation may become unduly reliant on alternative funding sources. The Corporation maintains a liquidity risk
management policy to address and manage this risk. The policy identifies the primary sources of liquidity,
establishes procedures for monitoring and measuring liquidity, and establishes minimum liquidity requirements
which comply with regulatory guidance. The policy also includes a contingency funding plan to address liquidity
needs in the event of an institution-specific or a systemic financial market crisis. The liquidity position is
continually monitored and reported on monthly to the Asset/Liability Management Committee.

Funds are available from a number of sources, including the securities portfolio, the core deposit base, the capital
markets, the Federal Home Loan Bank, the Federal Reserve Bank, and through the sale and securitization of various
types of assets including the sale of BWC Mortgage Services Loans Held-for-Sale.

An additional liquidity source began during the second quarter of 2003 with the creation of mortgage banking
services provided through BWC Mortgage Services. This activity, supported by borrowings under lines-of-credit,
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created a pre-sold pool of mortgages reflected on the balance sheet as “Loans Held-for-Sale”. The average duration
of these loans is three weeks before they are converted to cash and therefore it represents a source of liquidity for
the Corporation. As of June 20, 2004, Loans Held-for-Sale represented 3.4% of total assets. This ratio was 1.1%
and 2.6% on December 31, 2003 and June 30, 2003, respectively.

Cash, investment securities, Loans Held-for-Sale, and other temporary investments represent 28% of total assets at
June 30, 2004, 25% at December 31, 2003 and 23% of total assets at June 30, 2003.

Core deposits, the most significant source of funding, comprised approximately 74% of funding sources as of June
30, 2004, 77% on December 31, 2003 and 75% on June 30, 2003.

Cash flows from financing activities contributed significantly to liquidity. As indicated on the Company’s
Consolidated Statement of Cash Flows, net cash from financing activities provided $43,128,000 during the first six
months of 2004 and $41,770,000 during the same period in 2003. The majority of the Company’s funding comes
from customer deposits within its operating region. Customer deposits provided $31,605,000 for the six months
ended June 30, 2004 compared to $24,726,000 for the period ending June 30, 2003. Borrowing activities also
provide a source of funding and in the period ending June 30, 2004 contributing $11,874,000 during the first six
months of 2004 as compared to $18,336,000 for the period ending June 30, 2003. Another important source of
liquidity is investments in federal funds and other short-term investments and the Company’s securities portfolio.
The Company maintains a ladder of securities that provides prepayments and payments at maturity and a portfolio
of available-for-sale securities that could be converted to cash quickly. Proceeds from maturity and sale of
securities provided $23,957,000 for the six months ending June 30, 2004 compared to $16,632,000 for the period
ending June 30, 2003. Other than investing activities, the balance of the funds provided from financing activities
were used in operating activities, which for the six months ended June 30, 2004 used $11,654,000 compared to
$8,911,000 for the period ending June 30, 2003. The most significant operating activity was the increase in
mortgage banking services provided through BWC Mortgage Services. This is an operating activity in mortgage
banking since this represents short-term funding of pre-sold loans to speed the cash flow of the operations. These
loans are not being funding as an investment.

The Corporation’s management has an effective asset and liability management program, and carefully monitors its
liquidity on a continuing basis. Additionally, the Corporation has available from correspondent banks, Federal
Fund lines of credit totaling $15,000,000. In addition, the Corporation has approximately $14,000,000 secured
borrowing capacity with the Federal Home Loan Bank and a $1,000,000 secured borrowing line with the Federal
Reserve Bank. The Corporation also has a source of liquidity in its ability to sell SBA and Commercial Real Estate
loans to other investors.

At the financial holding company level, the Corporation uses cash to repurchase common stock and pay for
professional services and miscellaneous expenses. The primary sources of funding for the holding company include
dividends and returns of investment from its subsidiaries. During the first six months of 2004 the Corporation
received $119,000 from the exercise of stock options. During the first six months of 2003 there were no stock
options exercised. The subsidiaries of the Corporation declared dividends to the holding company in the first six
months of 2004 and 2003 of $0, and $2,260,000, respectively. The subsidiaries also provided liquidity to the
Corporation in the form of returns of capital during the first six months of 2004 and 2003 of $2,417,000, and
$2,322,000, respectively. As of January 1, 2004, the amount of dividends the bank subsidiary can pay to the parent
company without prior regulatory approval was $13,318,000, versus $15,447,000 at January 1, 2003. The
subsidiary bank is subject to regulation and, among other things, may be limited in their ability to pay dividends or
transfer funds to the holding company. Accordingly, consolidated cash flows as presented in the consolidated
statements of cash flows, may not represent cash immediately available to the holding company.

Quantitative and Qualitative Disclosures about Market Risk

Movement in interest rates can create fluctuations in the Corporation’s income and economic value due to an
imbalance in the re-pricing or maturity of assets or liabilities. The components of interest-rate risk which are
actively measured and managed include: re-pricing risk and the risk of non-parallel shifts in the yield curve.
Interest-rate risk exposure is actively managed with the goal of minimizing the impact of interest-rate volatility on
current earnings and on the market value of equity.

In general, the assets and liabilities generated through ordinary business activities do not naturally create offsetting
positions with respect to re-pricing or maturity characteristics. Therefore, the Corporation uses a variety of
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measurement tools to monitor and control the overall interest-rate risk exposure of the on-balance-sheet positions.
For each measurement tool, the level of interest-rate risk created by the assets and liabilities is a function primarily
of their contractual interest-rate re-pricing dates and contractual maturity (including principal amortization) dates.

The Corporation employs a variety of modeling tools to monitor interest-rate risks. One of the earlier and more
basic models is GAP reporting. The net difference between the amount of assets and liabilities within a cumulative
calendar period is typically referred to as the “rate sensitivity position.”

As part of the GAP analysis to help manage interest-rate risk, the Corporation also performs an earnings simulation
analysis to identify the interest-rate risk exposures resulting from the Corporation’s asset and liability positions,
such as its loans, investment securities, and customer deposits. The Corporation’s policy is to maintain a risk of a
2% rate shock to net interest income at risk to a level of not more than 15%. The earnings simulation analysis as of
June 30, 2004 estimated that a 2% interest-rate shock (decrease) could lower net interest income by $1,318,000,
which was 6.14% of 2004 annualized net interest income

This earnings simulation does not account for the potential impact of loan prepayments, deposit drifts, or other
balance sheet movements in response to modeled changes in interest rates, and the resulting effect, if any, on the
Corporation’s simulated earnings analysis.

Interest Rate Sensitivity

Proper management of the rate sensitivity and maturities of assets and liabilities is required to provide an optimum
and stable net interest margin. Interest rate sensitivity spread management is an important tool for achieving this
objective and for developing strategies and means to improve profitability. The schedules shown below reflect the
interest-rate sensitivity position of the Corporation as of June 30, 2004. In a rising interest-rate environment, the
Corporation’s net interest margin and net interest income will improve. A falling interest-rate environment will
have the opposite effect. Management believes that the sensitivity ratios reflected in these schedules fall within
acceptable ranges, and represent no undue interest-rate risk to the future earnings prospects of the Corporation.

The Corporation’s interest-rate risk as of June 30, 2004 was consistent with the interest-rate exposure presented in
the Corporation’s 2003 10-K and was within the Corporation’s risk policy range.

Repricing within: 3 3-6 12 1-5 Over 5
In thousands Months Months Months Years Years Totals
Assets:
Federal Funds Sold & Short-term

Investments $ 7,450 $ - 8 - 8 - 8 - 8 7,450
Investment securities 7,996 10,054 12,001 55,405 8,152 93,608
Construction & Real Estate Loans 139,585 13,961 942 13,202 22,423 190,113
Commercial Loans 99,770 1,108 1,637 2,727 42 105,284
Installment Loans 45,559 11 13 46 - 45,629
Leases 1,657 1,773 3,261 8,751 - 15,442
BWC Mortgage Loans Held-for-Sale 18,445 - - - - 18,445
Interest-bearing assets $ 320462 $ 26907 $ 17854 $ 80,131 $ 30,617 $§ 475,971
Liabilities:
Money market accounts $ 77,703 $ 77,702 $ - 9 - 9 - $ 155,405
Time deposits <$100,000 15,990 6,172 6,147 2,365 - 30,674
Time deposits >$100,000 18,169 6,918 3,745 2,456 - 31,288
Federal Home Loan Bank Borrowings 217 219 447 9,152 21,892 31,927
BWC Mortgage Services Borrowings 18,370 - - - - 18,370
Interest-bearing liabilities $ 130449 $ 91,011 $ 10339 § 13973 § 21,892 $§ 267,664
Rate-sensitive gap $§ 190,013 $ (64,104) $ 7,515 § 66,158 $ 8,725 § 208,307
Cumulative rate-sensitive gap $ 190,013 $ 125909 $ 133424 $§ 199,582 $ 208,307
Cumulative rate-sensitive ratio 2.46 1.57 1.58 1.81 1.78
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Controls and Procedures:

(a) Evaluation of Disclosure Controls and Procedures: An evaluation of the Registrant's disclosure controls and
procedures (as defined in Section 13(a)-14(c) of the Securities Exchange Act of 1934 (the "Act")) was carried out
under the supervision and with the participation of the Registrant's Chief Executive Officer, Chief Financial Officer,
and several other members of the Registrant's senior management within the 90-day period preceding the filing date
of this quarterly report. The Registrant's Chief Executive Officer and Chief Financial Officer concluded that the
Registrant's disclosure controls and procedures, as currently in effect, are effective in ensuring that the information
required to be disclosed by the Registrant in the reports it files or submits under the Act is (i) accumulated and
communicated to the Registrant's management (including the Chief Executive Officer and Chief Financial Officer)
in a timely manner, and (ii) recorded, processed, summarized, and reported within the time periods specified in the
SEC's rules and forms.

(b) Changes in Internal Controls: In the quarter ended June 30, 2004, the Registrant did not make any significant
changes in, nor take any corrective actions regarding, its internal controls or other factors that could significantly
affect these controls.
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PART II - OTHER INFORMATION
Item 1 - Legal Proceedings

Neither the Corporation, nor the Bank, is a defendant in any legal actions at this time. BWC Mortgage Services, a joint
venture in which 51% is owned by BWC Real Estate, which in turn is a wholly owned subsidiary of the Corporation, is
a defendant in two legal actions arising from normal business activities. Management believes that these actions are
without merit and that the ultimate liability, if any, resulting from them will not materially affect the Corporation’s
financial position.

Item 2 - Changes in Securities, Use of Proceeds and Issuer Purchases of Equity Securities

None

Item 3 - Defaults Upon Senior Securities

None

Item 4 - Submission of Matters to a Vote of Security Holders

The Annual Meeting of Shareholders was held May 25, 2004 for the purpose of the election of directors and the
ratification of accountants. All nominated directors were elected and the accounting firm was ratified.

Item 5 - Other Information

A $0.06 per share cash dividend was declared by the Board of Directors April 29, 2004, to Shareholders of Record as
of May 10, 2004.

Item 6 - Exhibits and Reports on Form 8-K

a) Index to Exhibits

The following exhibits are attached hereto and filed herewith:

Exhibit

Number Description of Exhibit

31.1 Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act
0f 2002

31.2 Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002

32.1 Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act
0f 2002

322 Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act
0f 2002

b) Reports on Form 8-K

The registrant furnished a report on form 8-K dated July 21, 2004 which contains a press
release announcing financial results for the quarter and year-to-date ended June 30, 2004.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

BWC FINANCIAL CORP.
(Registrant)
August 10, 2004
Date James L. Ryan

Chairman and Chief Executive Officer

August 10, 2004

Date Leland E. Wines
CFO and Corp. Secretary
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Certification:

I, Leland E. Wines, EVP/CFO, certify that:

1.

2.

b)

¢)

d)

b)

I have reviewed this quarterly report on Form 10-Q of BWC Financial Corp;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements and other financial information included in this report
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13(a)-13(e) and 15(d)-15(e) and internal
controls over financial reporting (as defined in Exchange Act Rules 13(a)-13(f) and 15(d)-15(f) for the
registrant and we have:

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervisions, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's
internal control over financial reporting.

The registrant's other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant's auditors and the Audit Committee of registrant's board of directors (or persons performing the
equivalent function):

all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process,
summarize, and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant's internal controls over financial reporting.

Date: August 10, 2004

Leland E. Wines
EVP/CFO

Exhibit 31.1

25



Certification:
I, James L. Ryan, Chairman and CEO, certify that:
1. I have reviewed this quarterly report on Form 10-Q of BWC Financial Corp;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge the financial statements, and other financial information included in this report
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13(a)-13(e) and 15(d)-15(e) and internal
controls over financial reporting (as defined in Exchange Act Rules 13(a)-13(f) and 15(d)-15(f) for the
registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervisions, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's
internal control over financial reporting.

5. The registrant's other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant's auditors and the Audit Committee of registrant's board of directors (or persons performing the
equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process,
summarize, and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant's internal controls over financial reporting.

Date: August 10, 2004

James L. Ryan
Chairman and CEO
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CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of BWC Financial Corp. (the “Corporation”) on Form 10-Q for the period
ending June 30, 2004 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Leland E. Wines, Chief Financial Officer of the Corporation, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

2) The information contained in the Report fairly presents, in all material respects, the financial condition and
result of operations of the Corporation.

DATE: August 10, 2004

LELAND E. WINES
EVP/CFO and Corp. Secretary

Exhibit 32.1

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of BWC Financial Corp. (the “Corporation”) on Form 10-Q for the period
ending June 30, 2004 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, James
L. Ryan, Chief Executive Officer of the Corporation, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

2) The information contained in the Report fairly presents, in all material respects, the financial condition and
result of operations of the Corporation.

DATE: August 10, 2004

JAMES L. RYAN
Chairman and CEO
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Where You Can Find More Information

Under the Securities Exchange Act of 1934 Sections 13 and 15(d), periodic and current reports must be filed with the
SEC. The Corporation electronically files the following reports with the SEC: Forms 10-K (Annual Report), Forms 10-
Q (Quarterly Report), Forms 8-K (Report of Unscheduled Material Events), and Form DEF 14A (Proxy Statement).
The Corporation may file additional forms. The SEC maintains an Internet site, www.sec.gov, in which all forms filed
electronically may be accessed. Additionally, all forms filed with the SEC and additional shareholder information is
available free of charge on the Corporation’s website: www.bowc.com. The Corporation posts these reports to its
website as soon as reasonably practicable after filing them (commencing with our 2003 Annual Report on Form 10-K)
with the SEC. None of the information on or hyperlinked from the Corporation’s website is incorporated into this

Quarterly Report on Form 10-Q.

28



