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INDEPENDENT AUDITORS' REPORT

Supervisory Committee and Board of Directors
Hope Federal Credit Union
Jackson, Mississippi

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Hope Federal Credit Union, which comprise the
statements of financial condition as of December 31, 2025 and 2024, and the related statements of

income, comprehensive income, changes in members’ equity (deficit), and cash flows for the years
then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Hope Federal Credit Union as of December 31, 2025 and 2024, and the results of
its operations and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Hope Federal Credit Union and to meet our other ethical responsibilities in accordance
with the relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about Hope Federal Credit Union’s
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

CLAglobal.com/disclaimer
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Supervisory Committee and Board of Directors
Hope Federal Credit Union

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Hope Federal Credit Union’s internal control. Accordingly, no
such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Hope Federal Credit Union’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

WM@% L7

CliftonLarsonAllen LLP

Addison, Texas
April 21, 2026
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HOPE FEDERAL CREDIT UNION
STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2025 AND 2024

ASSETS

Cash and Cash Equivalents

Interest Bearing Deposits

Debt Securities - Available-for-Sale
Other Investments

Loans, Net

Loans Held-for-Sale

Accrued Interest Receivable
Foreclosed and Repossessed Assets
Premises and Equipment, Net
NCUSIF (National Credit Union Share Insurance Fund) Deposit
Other Assets

Total Assets
LIABILITIES AND MEMBERS' EQUITY (DEFICIT)

LIABILITIES
Members' Share and Savings Accounts
Borrowed Funds
Note Payable to Hope Enterprise Corporation
Secondary Capital Loans, Net
Accrued Interest Payable
Payable to Hope Enterprise Corporation
Accrued Expenses and Other Liabilities
Total Liabilities

MEMBERS' EQUITY (DEFICIT)
Undivided Earnings
Accumulated Other Comprehensive Loss
Total Members' Equity (Deficit)

Total Liabilities and Members' Equity (Deficit)

See accompanying Notes to Financial Statements.
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2025 2024
$ 82,411,958 $ 77,167,034
226,766 225,153
153,214,405 152,196,055
4,874,284 4,053,107
563,270,330 420,654,268
2,955,363 -
3,137,933 2,665,282
1,680,320 971,593
38,638,209 21,484,508
2,151,348 2,020,775
7,660,749 2,513,339

$ 860,221,665

$ 683,951,114

$ 628,255,354

$ 457,515,945

70,002,039 78,671,441
11,677,101 -
137,770,130 139,885,485
1,070,156 740,419
579,257 3,051,653
8,822,986 7,988,517
858,177,023 687,853,460
7,065,743 6,825,731
(5,021,101) (10,728,077)
2,044,642 (3,902,346)

$ 860,221,665

$ 683,951,114




HOPE FEDERAL CREDIT UNION

STATEMENTS OF INCOME

YEARS ENDED DECEMBER 31, 2025 AND 2024

INTEREST INCOME
Loans
Debt Securities
Total Interest Income

INTEREST EXPENSE
Members' Share and Savings Accounts
Borrowed Funds
Total Interest Expense

Net Interest Income
PROVISION FOR CREDIT LOSSES
Net Interest Income After Provision for Credit Losses

NONINTEREST INCOME
Service Charges and Fees
Other Noninterest Income
Contract Revenue
Grants Revenue
Net Gains on Sales and Impairments
of Foreclosed and Repossessed Assets
Total Noninterest Income

NONINTEREST EXPENSE
General and Administrative:
Employee Compensation and Benefits
Occupancy
Operations
Professional and Outside Services
Educational and Promotional
Loan Servicing
Other Operating Expenses
Total Noninterest Expense

NET INCOME

See accompanying Notes to Financial Statements.
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2025 2024
$ 30,969,771 $ 22,564,412
6,303,404 7,512,364
37,273,175 30,076,776
9,060,255 4,793,017
5,050,495 3,521,401
14,110,750 8,314,418
23,162,425 21,762,358
6,459,672 2,518,153
16,702,753 19,244,205
5,343,966 5,057,555
4,566,206 1,679,694
16,818,864 7,433,233
3,001,798 4,119,042
- 6,216
29,730,834 18,295,740
20,838,999 16,485,032
6,046,831 5,478,024
7,913,344 6,991,220
2,409,895 2,681,244
2,100,271 1,453,894
5,566,393 3,026,321
1,317,842 1,184,207
46,193,575 37,299,942
$ 240,012 $ 240,003




HOPE FEDERAL CREDIT UNION
STATEMENTS OF COMPREHENSIVE INCOME
YEARS ENDED DECEMBER 31, 2025 AND 2024

2025 2024
NET INCOME $ 240,012 $ 240,003
OTHER COMPREHENSIVE INCOME:
Securities - Available-for-Sale:
Unrealized Holding Gain Arising During the Period 5,706,976 1,211,419
TOTAL COMPREHENSIVE INCOME $ 5,946,988 $ 1,451,422

See accompanying Notes to Financial Statements.
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HOPE FEDERAL CREDIT UNION

STATEMENTS OF CHANGES IN MEMBERS’ EQUITY (DEFICIT)

YEARS ENDED DECEMBER 31, 2025 AND 2024

BALANCES - DECEMBER 31, 2023
Net Income
Other Comprehensive Income
Equity Acquired by Acquisition
BALANCES - DECEMBER 31, 2024
Net Income
Other Comprehensive Income

BALANCES - DECEMBER 31, 2025

See accompanying Notes to Financial Statements.

Accumulated

Other
Undivided Comprehensive
Earnings Income Total
$ 6,554,730 $ (11,939,496) $ (5,384,766)
240,003 - 240,003
- 1,211,419 1,211,419
30,998 - 30,998
6,825,731 (10,728,077) (3,902,346)
240,012 - 240,012
- 5,706,976 5,706,976
$ 7,065,743 $ (5,021,101) $ 2,044,642
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HOPE FEDERAL CREDIT UNION

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2025 AND 2024

2025 2024
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 240,012 $ 240,003
Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities:
Depreciation 1,711,178 1,227,226
Accretion of Security Premiums and Discounts, Net (525,544) (327,125)
Provision for Loan Losses 6,459,672 2,518,153
Amortization of Net Loan Origination Fees 2,422,101 826,235
Net Gains from Sales of Foreclosed and Repossessed Assets - (6,216)
Changes in:
Accrued Interest Receivable (472,651) (397,757)
Other Assets (2,375,487) 1,591,476
Payable to Hope Enterprise Corporation 9,204,705 3,051,653
Receivable from Hope Enterprise Corporation - 970,865
Accrued Interest Payable 329,737 337,144
Accrued Expenses and Other Liabilities (100,208) (3,668,958)
Net Cash Provided by Operating Activities 16,893,515 6,362,699
CASH FLOWS FROM INVESTING ACTIVITIES
Increase in Deposits in Other Financial Institutions (1,613) (225,153)
Net Cash Received in Acquisition 12,061,142 30,998
Purchase of Securities - Available-for-Sale (35,645,402) (6,918,426)
Proceeds from Paydowns and Maturities of
Securities - Available-for-Sale 40,859,572 28,855,326
Net Change of Other Investments (821,177) (490,433)
Loan Originations Net of Principal Collected on Loans to Members (141,222,215) (120,463,406)
Net Change in NCUSIF Deposit (130,573) 33,314
Proceeds from Sales of Foreclosed Assets - 1,644,887
Expenditures for Premises and Equipment (16,944,389) (5,163,368)
Net Cash Used by Investing Activities (141,844,655) (102,696,261)
CASH FLOWS FROM FINANCING ACTIVITIES
Net Increase in Members' Share and Savings Accounts 140,980,821 65,933,657
Advances of Borrowed Funds 270,000,000 56,694,625
Repayments and Maturities of Borrowed Funds (280,784,757) (20,396,799)
Net Cash Provided by Financing Activities 130,196,064 102,231,483
NET INCREASE IN CASH AND CASH EQUIVALENTS 5,244,924 5,897,921
Cash and Cash Equivalents - Beginning of Year 77,167,034 71,269,113
CASH AND CASH EQUIVALENTS - END OF YEAR $ 82,411,958 $ 77,167,034

See accompanying Notes to Financial Statements.
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HOPE FEDERAL CREDIT UNION
STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED DECEMBER 31, 2025 AND 2024

CASH FLOW INFORMATION

Borrowed Funds Cash Paid for Interest $ 5,211,290 $ 3,195,534
Members' Share and Savings Accounts Cash Paid for Interest $ 8,569,723 $ 4,781,740
Transfers of Loans to Foreclosed and Repossessed Assets $ 1,898,262 $ 1,192,658
Conversion of Related Party Payable to Notes Payable to HEC $ 11,677,101 $ -

ASSETS, LIABILITIES, AND EQUITY ACQUIRED IN BUSINESS
COMBINATIONS FOR WHICH NO CONSIDERATION
WAS EXCHANGED

Property, Plant, and Equipment $ 1,920,490 $ -
Loans, Net 13,939,710 -
Core Deposit Intangible, 510,000 -
Goodwill 1,832,561

Goodwill, and Other Assets 429,362 -
Members' Share and Savings Accounts (29,758,588) -
Other Liabilities (934,677) -

See accompanying Notes to Financial Statements.
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Hope Federal Credit Union (Credit Union) is a federal-chartered cooperative association
headquartered in Jackson, Mississippi, organized in accordance with the provisions of the
Federal Credit Union Act of 1934 for the purpose of promoting thrift among and creating a
source of credit for its members, and under the supervision of the National Credit Union
Administration.

The Credit Union is designated as a Community Development Financial Institution (CDFI)
and a Minority Depository Institution (MDI) by the U.S. Treasury Department and is also
recognized as a Low-Income Credit Union (LICU) by the National Credit Union
Administration (NCUA). The Credit Union’s Mission, Vision, and Values are summarized as
follows:

Mission
To strengthen communities, build assets, and improve lives in economically distressed

areas of the Deep South by providing access to high quality financial products and related
services.

Vision

To be a community development financial institution that: provides a substantial number of
low-wealth people and communities with the financial tools and resources needed to
achieve a better quality of life; influences policies and resources that impact our constituents
and our interests; and is financially self-sufficient.

Core Values

Three core values undergird the Credit Union’s work. The Credit Union adheres to these
values without regard to circumstantial or environmental changes. The core values define
the Credit Union’s corporate identity. The Credit Union’s dedication to these values must be
evident in our products, services and operations:

e Equal Access to Economic Opportunity: Our work should reflect a commitment to
fair and equal access to the economic opportunities that life has to offer.

o Excellence: The people and communities we serve have a right to expect
excellence, and we have a responsibility to provide it. A commitment to excellence
is a statement of respect for our customers, depositors, funders, investors, board of
directors, and each other.

o Bridge Builder: Recognizing both the limitations of our own human and financial
resources and the necessity of broad support to address the development needs
that face distressed people and communities, HOPE will seek to support partners
and to engage, attract, and influence the support of others to achieve our mission.

From its beginnings in 1995 at a single African American United Methodist Church in
Jackson, MS, the Credit Union has grown to more than 25 locations serving over 39,000
members in the Deep South states of Alabama, Arkansas, Georgia, Louisiana, Mississippi,
and Tennessee.

(11)



NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Membership

Participation in this Credit Union is limited to those who qualify for membership as defined in
the Credit Union's Charter and Bylaws. This generally consists of individuals who have
contributed to the Credit Union's primary sponsor, Hope Enterprise Corporation (HEC). As
described in Note 12 to these financial statements, HEC also operates as a Community
Development Financial Institution (CDFI) for the purpose of providing capital to rural and
economically disadvantaged communities and target markets.

In addition to a regularly qualified member, the spouse of a member, the blood or adoptive
relatives of either of them and their spouses may be members. Most members reside in the
Deep South states of Mississippi, Louisiana, Tennessee, Georgia, Arkansas, and Alabama.

Uses of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America (GAAP) requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Material estimates that are particularly susceptible to significant change in the near term
include the valuation of securities available-for-sale, fair value of assets acquired and
liabilities assumed in a business combination, and the determination of the allowance for
credit losses.

Financial Instruments with Concentrations of Risk

The Credit Union is exposed to credit risk from a regional economic standpoint because
significant concentrations of its borrowers work or reside within the Deep South.

However, the loan portfolio is well diversified, and the Credit Union does not have any
significant concentrations of credit risk except for commercial and residential real estate
loans.

Cash and Cash Equivalents

For purposes of the statements of financial condition and statements of cash flows, cash
and cash equivalents includes cash on hand, amounts due from financial institutions and
highly liquid debt instruments classified as cash which were purchased with original
maturities of three months or less.

The Credit Union maintains cash in deposit accounts at financial institutions approved by the
board of directors. Accumulated deposits at these institutions, at times, may exceed
federally insured limits.

Deposits in Other Financial Institutions

Deposits in other financial institutions include certificates of deposit which are stated at cost.
The certificates of deposit all mature within one year.

(12)




NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Debt Securities

Debt securities are classified as available-for-sale and are carried at fair value with unrealized
gains and losses reported in other comprehensive income. Realized gains and losses on debt
securities available-for-sale are included in other noninterest income and, when applicable, are
reported as a reclassification adjustment in other comprehensive income. Gains and losses on
sales of debt securities are determined using the specific identification method on the trade date.
The amortization of premiums and accretion of discounts are recognized in interest income
using methods approximating the interest method over the period to maturity. For callable debt
securities purchased at a premium, the amortization period is shortened to the earliest call date.

For available for sale debt securities in an unrealized loss position, the Credit Union first
assesses whether it intends to sell or is more likely than not that it will be required to sell the
debt security before recovery of its amortized cost basis. If either of these criteria are met,
the debt security’s amortized costs basis is written down to fair value through income. If
these criteria are not met, the Credit Union evaluates whether the decline in fair value has
resulted from credit losses or other factors. In making this assessment, management
considers the extent to which fair value is less than amortized costs, any changes in the
underlying credit rating of the debt security, and adverse conditions specifically related to
the debt security, among other factors. If it is determined that a credit loss exists, the present
value of cash flows expected to be collected from the debt security are compared to the
amortized cost basis of the debt security. If the present value of the cash flows expected to
be collected is less than the amortized cost basis, a credit loss exists and an allowance for
credit losses is recorded, which is limited by the amount that the fair value is less than the
amortized costs basis. Any impairment that has not been recorded through an allowance for
credit losses is recognized as a component of other comprehensive income. Changes in the
allowance for credit losses are recorded as a provision for credit loss.

Other Investments

Other investments are carried at cost and are evaluated for credit events resulting in
impairment.

Loans Held for Sale

The Credit Union has elected, on a loan-by-loan basis, the fair value option for all types of
mortgage loans originated for sale in accordance with Financial Accounting Standards
Board (FASB) Accounting Standards Codification (ASC) 825 — Financial Instruments. Loans
originated and intended for sale in the secondary market are carried at fair value. Changes
in the fair value of loans held-for-sale are recognized in current period income and are
included in gain on sales of loans on the statements of income. Gains or losses from the
sale of loans held-for-sale are recognized based upon the difference between the selling
price and carrying value of the related loans at the time of sale. Interest income is accrued
to income based on the principal amount outstanding. All sales are made without recourse.

(13)



NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loans, Net

The Credit Union originates consumer, residential real estate, and commercial loans directly
to members and also purchases and sells loan participations. A substantial portion of the
loan portfolio is represented by residential real estate and commercial loans to members.

Loans that the Credit Union has the intent and ability to hold for the foreseeable future are
stated at unpaid principal balances, adjusted for an allowance for credit losses on loans and
net deferred loan origination fees and costs. Interest on loans is recognized over the term of
the loan and is calculated using the simple-interest method on principal amounts
outstanding.

Interest income is accrued on the unpaid principal balance. Loan origination fees, net of
certain direct origination costs, as well as premiums and discounts, are deferred and
recognized as an adjustment of the related loan yield using the interest method over the
estimated life of the related loan. Amortization of deferred loan fees is discontinued when a
loan is placed on nonaccrual status

The accrual of interest on a loan is discontinued at the time the loan is 90 days delinquent.
Past due status is based on contractual terms of the loan. In all cases, loans are placed on
nonaccrual at an earlier date if collection of principal or interest is considered doubtful.

All interest accrued but not collected for loans that are placed on nonaccrual or charged off
is reversed against interest income and amortization of related deferred loan fees or costs is
suspended. The interest on these loans is accounted for on the cash-basis or cost-recovery
method, until qualifying for return to accrual. The cash-basis is used when a determination
has been made that the principal and interest of the loan is collectible. If collectability of the
principal and interest is in doubt, payments are applied to loan principal. The determination
of ultimate collectability is supported by a current, well documented credit evaluation of the
borrower’s financial condition and prospects for repayment, including consideration of the
borrower’s sustained historical repayment performance and other relevant factors. Loans
are returned to accrual status when all the principal and interest amounts contractually due
are brought current, the borrower has demonstrated a period of sustained performance, and
future payments are reasonably assured. A sustained period of repayment performance
generally would be a minimum of six months.

The Credit Union maintains multiple loan portfolio segments. These portfolio segments and
their risk characteristics are described as follows:

Consumer: This portfolio is usually comprised of a large humber of small loans. Most
loans are made directly for consumer purchases. Economic trends determined by
unemployment rates and other key economic indicators may be closely correlated to the
credit quality of these loans. Weak economic trends may indicate the borrowers’
capacity to repay their obligations may be deteriorating.

(14)



NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loans, Net (Continued)

Residential Real Estate: The degree of risk in residential mortgage lending depends
primarily on the loan amount in relation to collateral value, the interest rate, and the
borrower’s ability to repay in an orderly fashion. Economic trends determined by
unemployment rates and other key economic indicators may be closely correlated to the
credit quality of these loans. Weak economic trends may indicate that the borrowers’
capacity to repay their obligations may be deteriorating.

Commercial: Commercial loans generally possess a higher inherent risk of loss than
residential real estate portfolio segments. Adverse economic developments, or an
overbuilt market, impact commercial real estate project and may result in troubled loans.
Trends in vacancy rates of commercial properties impact the credit quality of these
loans. High vacancy rates reduce operating revenues and the ability for the properties to
produce sufficient cash flow to service debt obligations. All other commercial loans are
generally underwritten to existing cash flows or inventories of operating businesses.
Debt coverage is provided by business cash flows and economic trends influenced by
unemployment rates and other key economic indicators may be closely correlated to the
credit quality of these loans.

The Credit Union assigns a risk rating to commercial loans and periodically performs
detailed internal reviews of all such loans over a certain threshold to identify credit risks and
to assess the overall collectability of the portfolio. These risk ratings are also subject to
examination by the Credit Union’s regulators. During the internal reviews, management
monitors and analyzes the financial condition of borrowers and guarantors, trends in the
industries in which the borrowers operate and the fair values of collateral securing the loans.
These credit quality indicators are used to assign a risk rating to each individual loan.

The risk ratings for commercial loans can be grouped into the following major categories,
defined as follows:

Pass: Loans classified as Pass are loans with no existing or known potential
weaknesses deserving of management’s close attention.

Special Mention: Loans classified as Special Mention have a potential weakness that
deserves management’s close attention. If left uncorrected, this potential weakness may
result in deterioration of the repayment prospects for the loan or of the institution’s credit
position at some future date. Special Mention loans are not adversely classified and do
not expose the Credit Union to sufficient risk to warrant adverse classification.

Substandard: Loans classified as Substandard are not adequately protected by the
current net worth and paying capacity of the borrower or of the collateral pledged, if any.
Loans classified as Substandard have a well-defined weakness or weaknesses that
jeopardize the repayment of the debt. Well defined weaknesses include a borrower’s
lack of marketability, inadequate cash flow or collateral support, failure to complete
construction on time, or the failure to fulfill economic expectations. They are
characterized by the distinct possibility that the Credit Union will sustain some loss if the
deficiencies are not corrected.

(15)



NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loans, Net (Continued)

Doubtful: Loans classified as Doubtful have all the weaknesses inherent in those
classified as Substandard, with the added characteristic that the weaknesses make
collection or repayment in full, on the basis of currently existing facts, conditions, and
values, highly questionable and improbable.

Loss: Loans classified as Loss are considered uncollectible and anticipated to be
charged off.

Allowance for Credit Losses

The allowance for credit losses on loans is a valuation account that is deducted from the
amortized cost basis of loans to present the net amount expected to be collected. The
allowance for credit losses on loans is adjusted through the provision for credit losses to the
amount of amortized cost basis not expected to be collected at the balance sheet date. Loan
losses are charged off against the allowance for credit losses on loans when the Credit
Union determines the loan balance to be uncollectible. Cash received on previously charged
off amounts is recorded as a recovery to the allowance for credit losses on loans.

The measurement of expected credit losses encompasses information about historical
events, current conditions, and reasonable and supportable forecasts. Historical credit loss
experience provides the basis for the estimation of expected credit losses. Qualitative
adjustments to historical loss information are made for differences in current loan-specific
risk characteristics such as differences in underwriting standards, portfolio mix, or
delinquencies, as well as for changes in environmental conditions, such as changes in
unemployment rates, property values, or other relevant factors.

Expected credit losses are estimated on a collective basis for groups of loans that share
similar risk characteristics. Factors that may be considered in aggregating loans for this
purpose include but are not necessarily limited to, product or collateral types. For loans that
do not share similar risk characteristics with other loans such as collateral dependent loans,
expected credit losses are estimated on an individual basis.

Expected credit losses are estimated over the contractual terms of the loans, adjusted for
expected prepayments. The contractual term excludes expected extensions, renewals, and
modifications unless the extension or renewal options are included in the original or modified
contract at the reporting date and are not unconditionally cancellable by the Credit Union.

Loans are charged off against the allowance for credit losses on loans in the period in which
they are deemed uncollectible, and recoveries are credited to the allowance for credit losses
on loans when received. Expected recoveries on loans previously charged off and expected
to be charged-off are included in the allowance for credit losses on loans estimate. Once
loans are downgraded to substandard, an assessment of collateral value is made; any
outstanding loan balance in excess of fair value less cost to sell is charged off at no later
than 90 days delinquency. Additionally, any outstanding balance in excess of fair value of
collateral less cost to sell is charged off when the asset is foreclosed by the Credit Union.
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Allowance for Credit Losses (Continued)

Commercial and other consumer loans are charged off when, in management’s judgment,
they are considered to be uncollectible.

The Credit Union utilized a combination of the Open Pool/Snapshot and weighted average
remaining maturity (WARM) method in determining expected future credit losses for all loan
pools. The Open Pool/Snapshot method considers taking a snapshot of a loan portfolio at a
point in time in history and tracks that loan portfolio’s performance in the subsequent periods
until its ultimate disposition. Charge-offs in the subsequent periods are aggregated to derive
an unadjusted lifetime historical charge-off rate. The WARM method considers an estimate
of expected credit losses over the remaining life of the financial assets and uses average
annual charge-off rates to estimate the allowance for credit losses. For amortizing assets,
the remaining contractual life is adjusted by the expected scheduled payments and
prepayments. The average annual charge-off rate is applied to the amortization-adjusted
remaining life to determine the unadjusted lifetime historical charge-off rate.

The Credit Union’s expected loss estimate is anchored in historical credit loss experience,
with an emphasis on all available portfolio data. The Credit Union’s historical look—back
period includes January 2014 through the current period, on an quarterly basis. When
historical credit loss experience is not sufficient for a specific portfolio, the Credit Union may
supplement its own portfolio data with external models or data.

Qualitative reserves reflect management’s overall estimate of the extent to which current
expected credit losses on collectively evaluated loans will differ from historical loss
experience. The analysis takes into consideration other analytics performed within the
organization, such as enterprise and concentration management, along with other credit—
related analytics as deemed appropriate. Management attempts to quantify qualitative
reserves whenever possible.

The CECL methodology applied focuses on evaluation of qualitative and environmental
factors, including but not limited to: (i) evaluation of facts and issues related to specific
loans; (ii) management’s ongoing review and grading of the loan portfolio; (iii) consideration
of historical loan loss and delinquency experience on each portfolio segment; (iv) trends in
past due and nonperforming loans; (v) the risk characteristics of the various loan segments;
(vi) changes in the size and character of the loan portfolio; (vii) concentrations of loans to
specific borrowers or industries; (viii) existing economic conditions; (ix) the fair value of
underlying collateral; and (x) other qualitative and quantitative factors which could affect
expected credit losses.
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Allowance for Credit Losses (Continued)

The Credit Union’s CECL estimate applies a forecast that incorporates macroeconomic
trends and other environmental factors. Management utilized national, regional, and local
leading economic indexes, as well as management judgment, as the basis for the forecast
period. The historical loss rate was utilized as the base rate, and qualitative adjustments
were utilized to reflect the forecast and other relevant factors such as peer groups.

The Credit Union establishes a specific reserve for individually evaluated loans which do not
share similar risk characteristics with the loans evaluated from collective or pooled basis.
These individually evaluated loans are removed from the pooling approach discussed above
for the quantitative baseline and include nonaccrual loans and other loans deemed
appropriate by management.

Although management believes the allowance for credit losses on loans to be adequate,
ultimate losses may vary from its estimates. At least quarterly, the board of directors reviews
the adequacy of the allowance for credit losses on loans, including consideration of the
relevant risks in the portfolio, current economic conditions, and other factors.

Transfers of Financial Assets and Participating Interests

Transfers of an entire financial asset or a participating interest in an entire financial asset
are accounted for as sales when control over the assets has been surrendered. Control over
transferred assets is deemed to be surrendered when (1) the assets have been isolated
from the Credit Union, (2) the transferee obtains the right (free of conditions that constrain it
from taking advantage of that right) to pledge or exchange the transferred assets, and
(3) the Credit Union does not maintain effective control over the transferred assets through
an agreement to repurchase them before their maturity.

The transfer of a participating interest in an entire financial asset must also meet the
definition of a participating interest. A participating interest in a financial asset has all of the
following characteristics: (1) from the date of transfer, it must represent a proportionate
(pro rata) ownership interest in the financial asset, (2) from the date of transfer, all cash
flows received, except any cash flows allocated as any compensation for servicing or other
services performed, must be divided proportionately among participating interest holders in
the amount equal to their share ownership, (3) the rights of each participating interest holder
must have the same priority, and (4) no party has the right to pledge or exchange the entire
financial asset unless all participating interest holders agree to do so.
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Off-Statement of Financial Condition Credit Related Financial Instruments

In the ordinary course of business, the Credit Union has entered into commitments to extend
credit, including commitments under credit arrangements, commercial letters of credit, and
standby letters of credit. Such financial instruments are recorded when they are funded.
Expected credit losses related to off-statement of financial condition credit exposures are
estimated over the contractual period for which the Credit Union is exposed to credit risk via
a contractual obligation to extend credit, unless that obligation is unconditionally cancellable
by the Credit Union. Expected credit losses are estimated using similar methodologies
employed to estimate expected credit losses on loans, taking into consideration the
likelihood and extent of additional amounts expected to be funded over the terms of the
commitments. The liability for credit losses on off-statement of financial condition credit
exposures is presented within other liabilities on the statements of financial condition.
Adjustments to the liability are included in the provision for credit losses.

Payables from Hope Enterprise Corporation

As described in Note 12 to these financial statements, HEC and the Credit Union have
entered into a contractual agreement wherein HEC agrees to reimburse the Credit Union for
certain operating expenses and losses incurred on loans considered to be higher risk than
typically underwritten by regulated financial institutions. HEC has also purchased
participated interests in commercial loans serviced by the Credit Union.

Amounts due from the Credit Union are related to contractual reimbursements and payables
to HEC regarding loan servicing and other costs are presented net on the statements of
financial condition. Management evaluates the net payable for collectability and determined
that no reserve was required as of December 31, 2025 and 2024.

Foreclosed and Repossessed Assets

Assets acquired through, or in lieu of, loan foreclosure are held for sale and are initially
recorded at fair value less estimated selling cost at the date of foreclosure, establishing a
new cost basis. Any write-downs based on the asset’s fair value at the date of acquisition
are charged to the allowance for credit losses on loans. Subsequent to foreclosure,
valuations are periodically performed by management and the assets held for sale are
carried at the lower of the new cost basis or fair value less cost to sell. This evaluation is
inherently subjective and requires estimates that are susceptible to significant revisions as
more information becomes available. Due to potential changes in conditions, it is at least
reasonably possible that changes in fair values will occur in the near term and that such
changes could materially affect the amounts reported in the Credit Union’s financial
statements. Costs of significant asset improvements are capitalized, whereas costs relating
to holding assets are expensed. Revenue and expenses from operations and changes in the
valuation allowance are included in noninterest expense.

Premises and Equipment, Net

Land and construction in progress are carried at cost. Buildings, furniture, and equipment
are carried at cost, less accumulated depreciation. Buildings, furniture, and equipment are
depreciated using the straight-line method over the estimated useful lives of the assets.
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of Long-Lived Assets

The Credit Union tests long-lived assets for impairment whenever events or changes in
circumstances indicate the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to future undiscounted net cash flows expected to be generated by the
asset. If such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceeds the fair value
of the assets. Assets to be disposed of are reported at the lower of carrying amount or fair
value less estimated costs to sell.

NCUSIF Deposit

The deposit in the National Credit Union Share Insurance Fund (NCUSIF) is in accordance
with NCUA regulations, which require the maintenance of a deposit by each insured credit
union in an amount equal to one percent of its insured shares. The deposit would be
refunded to the Credit Union if its insurance coverage is terminated, it converts to insurance
coverage from another source, or the operations of the fund are transferred from the NCUA
board.

Goodwill and Intangible Assets

Goodwill arises from business combinations and is determined as the excess of the fair
value of the consideration transferred over the fair value of the net assets acquired and
liabilities assumed as of the acquisition date. Goodwill and intangible assets acquired in a
business combination and determined to have an indefinite useful life are not amortized, but
tested for impairment annually, or more frequently if events and conditions exits that indicate
that a goodwill impairment should be performed. The Credit Union first assesses qualitative
factors to determine whether it is more likely than not (that is, a likelihood of more than 50
percent) that the fair value of a reporting unit is less than its carrying amount, including
goodwill. The Credit Union uses the alternative accounting for the subsequent measurement
of goodwill as approved by the Private Company Council (PCC) and endorsed by FASB. As
a result, goodwill is amortized on a straight-line basis over ten years. Goodwill is stated at
cost less accumulated amortization and is included in Other Assets on the statements of
financial condition.

Intangible assets with finite lives continue to be amortized over their estimated useful lives
and are periodically reviewed to ensure that no conditions exist, indicating that the carrying
amount of intangible assets is not recoverable from future undiscounted cash flows. The
Credit Union’s intangibles with finite lives includes core deposit intangibles. Intangible assets
are stated at cost, less accumulated amortization, and is included in Other Assets on the
statements of financial condition. The core deposit intangible was immaterial at December
31, 2025.
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Members’ Share and Savings Accounts

Members’ share and savings accounts are subordinated to certain other liabilities of the
Credit Union upon liquidation. Dividends and interest on members’ share and savings
accounts, except for interest on certificates of deposit which are set in advance, are based
on available earnings at the end of a dividend period and are not guaranteed by the Credit
Union. Interest rates on members’ share and savings accounts are set by the board of
directors, based on an evaluation of current and future market conditions.

Members’ Equity (Deficit)
The Credit Union is subject to various regulatory net worth requirements by the NCUA.

Comprehensive Income

Comprehensive income consists of net income and other comprehensive income.
Accumulated other comprehensive loss, also recognized as a separate component of
members’ equity, includes valuation adjustments for available-for-sale securities.

Revenue Recognition

The Credit Union recognizes revenue in accordance with Accounting Standards Update
(ASU) 2014-09, Revenue from Contracts with Customers (Topic 606). The Credit Union has
elected to use the following optional exemptions that are permitted under the Topic 606,
which have been applied consistently to all contracts within all reporting periods presented:

e The Credit Union recognizes the incremental cost of obtaining a contract as an
expense, when incurred, if the amortization period of the asset that the Credit Union
would have recognized is one year or less.

e For performance obligations satisfied over time, if the Credit Union has a right to
consideration from a member in an amount that corresponds directly with the value
to the member of the Credit Union’s performance completed to date, the Credit
Union will generally recognize revenue in the amount to which the Credit Union has a
right to charge.

e The Credit Union does not generally disclose information about its remaining
performance obligations for those performance obligations that have an original
expected duration of one year or less, or where the Credit Union recognizes revenue
in the amount to which the Credit Union has a right to charge.

Topic 606 does not apply to revenue associated with financial instruments, including
revenue from loans, securities, and deposits held in other financial institutions. In addition,
certain noninterest income streams, such as income from fees and charges on loans and
grant contributions, are also not within the scope of the guidance. Noninterest income
considered to be within the scope of Topic 606 is discussed as follows:
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue Recognition (Continued)

HEC Contractual Revenue

Under the terms of the contractual arrangements, the Credit Union has agreed to
provide financial products and service offerings in certain low-income communities in
which HEC has a mission to promote economic development. In consideration for these
contractual services, HEC has agreed to reimburse the Credit Union for its normal
operating expenses, excluding dividend payments, on a monthly basis. The contractual
arrangement provides for HEC to pay the Credit Union an amount to cover all normal
operating expenses sufficient to enable the Credit Union to maintain a net income of no
less than $240,000 annually. The performance obligation to HEC is satisfied through the
incurrence of the aforementioned costs, and the revenue is recognized over time,
typically one month.

Service Charges and Deposit Account Fees

The Credit Union earns fees from its deposit members for transaction-based, account
maintenance, and overdraft services. Transaction-based fees, which include services
such as ATM use fees, stop payment charges, statement rendering, and ACH fees, are
recognized at the time the transaction is executed as that is the point in time the Credit
Union fulfills the member’s request. Account maintenance fees, which relate primarily to
monthly maintenance, are earned over the course of a month, representing the period
over which the Credit Union satisfies the performance obligation. Overdraft fees are
recognized at the point in time that the overdraft occurs. Service charges on deposits are
withdrawn from the member’s account balance.

Debit Card Interchange Fees

When members use their debit cards to pay merchants for goods or services, the Credit
Union retains a fee from the related deposit account and transfers the remaining funds to
the payment network for remittance to the merchant. The performance obligation to the
merchant is satisfied and the fee is recognized at the point in time when the funds are
collected and transferred to the payment network. Card holder rewards, which are a cost
of obtaining interchange fee income, are immaterial to the financial statements.

Income Taxes
As a federal instrumentality, the Credit Union is exempt from federal and state income taxes.

Advertising Costs

Advertising and promotion costs totaled approximately $2,1700,000 and $1,454,000 for the
years ended December 31, 2025 and 2024, respectively, and are expensed as incurred.
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NOTE 1

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value Measurements

The Credit Union categorizes its assets and liabilities measured at fair value into a
three-level hierarchy based on the priority of the inputs to the valuation technique used to
determine fair value. The fair value hierarchy gives the highest priority to quoted prices in
active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). If the inputs used in the determination of the fair value
measurement fall within different levels of the hierarchy, the categorization is based on the
lowest level input that is significant to the fair value measurement. Assets and liabilities
valued at fair value are categorized based on the inputs to the valuation techniques as
follows:

Level 1 — Inputs that utilize quoted prices (unadjusted) in active markets for identical
assets or liabilities that the Credit Union has the ability to access.

Level 2 — Inputs that include quoted prices for similar assets and liabilities in active
markets and inputs that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the financial instrument. Fair values for these
instruments are estimated using pricing models, quoted prices of securities with similar
characteristics, or discounted cash flows.

Level 3 — Inputs that are unobservable inputs for the asset or liability, which are typically
based on an entity’s own assumptions, as there is little, if any, related market activity.

Subsequent to initial recognition, the Credit Union may remeasure the carrying value of
assets and liabilities measured on a nonrecurring basis to fair value. Adjustments to fair
value usually result when certain assets are impaired. Such assets are written down from
their carrying amounts to their fair value.

Professional standards allow entities the irrevocable option to elect to measure certain
financial instruments and other items at fair value for the initial and subsequent
measurement on an instrument-by-instrument basis. The Credit Union adopted the policy to
value certain financial instruments at fair value. The Credit Union has not elected to
measure any existing financial instruments at fair value; however, it may elect to measure
newly acquired financial instruments at fair value in the future.

Subsequent Events

In preparing these financial statements, the Credit Union has evaluated events and
transactions for potential recognition or disclosures through April 21, 2026, the date the
financial statements were available to be issued.
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HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

NOTE2 REVENUE FROM CONTRACTS WITH MEMBERS

The following presents noninterest income, segregated by revenue streams in-scope and
out-of-scope of Topic 606, for the years ended December 31:

2025 2024

In Scope of Topic 606:
HEC Contractual Revenue $ 16,818,864 $ 7,433,233
Service Charges and Deposit Account Fees 2,393,732 2,589,340
Debit Card Interchange Fees 1,304,724 1,275,980
Total Noninterest Income in Scope of Topic 606 20,517,320 11,298,553
Noninterest Income Not Within Scope of Topic 606 9,213,514 6,997,187
Total Noninterest Income $ 29,730,834 $ 18,295,740

Total noninterest income not within scope of Topic 606 as of December 31, 2025 and 2024,
was comprised primarily of grant revenue and loan servicing fees. The Credit Union does
not typically enter into long-term revenue contracts with customers and, therefore, does not
experience significant contract balances. As of December 31, 2025 and 2024, the Credit
Union did not have any significant contract balances or capitalize any contract acquisition
costs.

NOTE3 DEBT SECURITIES AND OTHER INVESTMENTS

The amortized cost and fair value of debt securities available-for-sale are as follows:

2025
Gross Gross Fair Value
Amortized Unrealized Unrealized (Carrying
Cost Gains Losses Value)
U.S. Government and
Federal Agency Securities $ 3478624 % - $ (137,305) $ 3,341,319
U.S. Treasury Notes 25,495,208 646 (73,912) 25,421,942
Federal Agency Mortgage-
Backed Securities 39,475,961 75,395 (2,104,994) 37,446,362
Collateralized Mortgage
Obligation Securities 50,593,496 82,618 (1,976,128) 48,699,986
Small Business
Administration Securities 6,240,600 - (418,031) 5,822,569
Municipal Bonds 32,951,617 227,252 (696,642) 32,482,227
Total $ 158,235,506  _$ 385,911 $ (5,407,012) $ 153,214,405
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NOTE 3

HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

DEBT SECURITIES AND OTHER INVESTMENTS (CONTINUED)

2024
Gross Gross Fair Value
Amortized Unrealized Unrealized (Carrying
Cost Gains Losses Value)
U.S. Government and
Federal Agency Securities $ 6,080,995 $ -3 (335,031) $ 5,745,964
U.S. Treasury Notes 12,796,564 - (389,064) 12,407,500
Federal Agency Mortgage-
Backed Securities 46,201,531 1,826 (4,021,442) 42,181,915
Collateralized Mortgage
Obligation Securities 54,145,675 19,996 (3,806,410) 50,359,261
Small Business
Administration Securities 6,766,167 - (677,557) 6,088,610
Municipal Bonds 36,933,200 39,787 (1,560,182) 35,412,805
Total $ 162,924,132  $ 61,609 $ (10,789,686) $ 152,196,055

There were no sales of debt securities available-for-sale during the years ended
December 31, 2025 and 2024.

The amortized cost and estimated fair value of debt securities, at December 31, 2025, by
contractual maturity, are shown below. Expected maturities will differ from contractual
maturities because borrowers may have the right to call or prepay obligations with or without
call or prepayment penalties.

Fair Value
Amortized (Carrying
Cost Value)
U.S. Government and Federal Agency Securities,
U.S. Treasury Notes and Municipal Bonds
Less Than One Year $ 26,897,756 $ 26,799,326
One to Five Years 15,177,025 14,702,579
Five to Ten Years 8,938,702 8,750,172
After Ten Years 10,911,966 10,993,411
Subtotal 61,925,449 61,245,488
Federal Agency Mortgage-Backed, Collateralized
Mortgage Obligation and Small Business
Administration Securities 96,310,057 91,968,917

Total

$ 158,235,506

$ 153,214,405

The Credit Union elected to exclude accrued interest receivable from the reported balances
of investments. As of December 31, 2025 and 2024, accrued interest receivable for
investments totaled $663,000 and $734,000, respectively, and is included in Accrued
Interest Receivable on the statements of financial condition.
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HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

NOTE3 DEBT SECURITIES AND OTHER INVESTMENTS (CONTINUED)

Impaired Securities

Information pertaining to debt securities with gross unrealized losses aggregated by
investment category and length of time that individual debt securities have been in a
continuous loss position, is shown below:

2025
Less Than Twelve Months Greater Than Twelve Months
Gross Gross
Unrealized Fair Unrealized Fair
Losses Value Losses Value
U.S. Government and Federal
Agency Securities $ - $ - $ (137,305) $ 3,341,319
U.S. Treasury Notes (724) 8,526,208 (73,188) 8,333,242
Federal Agency Mortgage-
Backed Securities - - (2,104,994) 32,579,389
Collateralized Mortgage
Obligation Securities - - (1,976,128) 42,692,961
Small Business Administration
Securities - - (418,031) 5,822,569
Municipal Bonds - - (696,642) 15,619,759
Total Available-for-Sale $ (724) $ 8,526,208 $ (5,406,288) $ 108,389,239
2024
Less Than Twelve Months Greater Than Twelve Months
Gross Gross
Unrealized Fair Unrealized Fair
Losses Value Losses Value
December 31, 2024
U.S. Government and Federal
Agency Securities $ - 3 - $ (335031) $ 5,640,845
U.S. Treasury Notes - - (389,064) 12,407,500
Federal Agency Mortgage-
Backed Securities (40,852) 2,151,436 (3,980,590) 39,147,645
Collateralized Mortgage
Obligation Securities (1,213) 941,843 (3,805,197) 47,697,479
Small Business Administration
Securities (31,005) 812,595 (646,552) 5,276,015
Municipal Bonds (114,316) 5,228,988 (1,445,866) 20,270,479

Total Available-for-Sale $ (187,386) $ 9,134,862 _$ (10,602,300) $ 130,439,963

The Credit Union does not believe that the available-for-sale debt securities that were in an
unrealized loss position as of December 31, 2025, which were comprised of 163 individual
debt securities, represent a credit loss impairment. The gross unrealized loss positions were
primarily related to mortgage-backed securities issued by U.S. government agencies or U.S.
government-sponsored enterprises. These debt securities carry the explicit and/or implicit
guarantee of the U.S. government and have a long history of zero credit loss.
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HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

SECURITIES AND OTHER INVESTMENTS (CONTINUED)

Impaired Securities (Continued)

Total gross unrealized losses were primarily attributable to changes in interest rates, relative
to when the debt securities were purchased, and not due to the credit quality of the debt
securities. The Credit Union does not intend to sell the debt securities that were in an
unrealized loss position and it is not more likely than not that the Credit Union will be
required to sell the debt securities before recovery of their amortized cost basis, which may
be at maturity.

In general, investments are exposed to various risks, such as interest rate, credit, and
overall market volatility risk. Due to the level of risk associated with certain investments, it is
reasonably possible that changes in the values of the investments will occur in the near term
and that such changes could be material.

Other Investments
Other investments are summarized as follows:

December 31,

2025 2024
Contributed Capital Accounts and Deposits $ 1,619,057 $ 1,594,880
FHLB Stock 3,149,800 2,352,800
Loans to, and Investments in, CUSOs 105,427 105,427
Total $ 4,874,284 $ 4,053,107

Contributed Capital Accounts and Deposits

The Credit Union maintains contributed capital accounts and deposits with various
corporate credit unions and service providers that are uninsured.

These uninsured deposits are subject to impairment or loss in the event the corporate
credit union or other entity is required to merge, is placed into conservatorship, incurs
significant losses, or is liquidated.

FHLB Stock

The Credit Union has an investment in Federal Home Loan Bank of Dallas (FHLB) stock
that allows the Credit Union access to other FHLB financial services. The stock qualifies
as a restricted stock and as such is not subject to investment security accounting
treatment and is, therefore, reported at cost, subject to impairment.

Loans to, and Investments in, Credit Union Service Organizations (CUSOs)

The Credit Union has minor ownership interests in CUSOs providing services to the
credit union market. Such investments, as a practical expedient, are recorded at cost,
less impairment, plus or minus observable price changes.
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NOTE 4 LOANS, NET

HOPE FEDERAL CREDIT UNION

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025 AND 2024

The composition of loans is as follows:

2025 2024
Consumer:
Auto $ 36,936,289 $ 27,329,304
Share Secured 1,441,174 1,415,838
Other Secured 446,764 5,317,411
Unsecured 8,565,624 5,560,076
Subtotal 47,389,851 39,622,629
Residential Real Estate 283,658,129 165,523,982
Commercial 241,376,893 221,767,637
Total Loans 572,424,873 426,914,248
Net Deferred Loan Origination Costs 4,637,813 2,215,712
Allowance for Credit Losses (13,792,356) (8,475,692)

December 31,

Loans, Net $ 563,270,330 $ 420,654,268

The Credit Union elected to exclude accrued interest receivable from the amortized cost
basis of loans. As of December 31, 2025 and 2024, accrued interest receivables for loans
totaled approximately $2,475,000 and $1,931,000, respectively, and is included in accrued
receivables on the statements of financial condition.

The Credit Union has purchased loan participations originated by other financial institutions
which are secured by commercial property. These loan participations were purchased
without recourse and the originating financial institution performs all loan servicing functions
on these loans. The total loan participations included in the commercial segment above
totaled approximately $17,685,000 and $21,201,000 at December 31, 2025 and 2024,
respectively. The total loan participations included in the auto segment above totaled
approximately $1,616,000 and $-0- at December 31, 2025 and 2024,

The Credit Union has sold loan participations to various other financial institutions, which are
secured by commercial property. These loan participations were sold without recourse and
the Credit Union performs all loan servicing functions on these loans. Loan participations
sold and excluded from the commercial loan segment above, totaled approximately
$20,311,000 and $15,063,000 at December 31, 2025 and 2024, respectively.

The Credit Union offers nontraditional commercial and residential mortgage loans to its
members. These loans include hybrid and variable interest only mortgages. Hybrid loans
consist of loans that are fixed for an initial period of three, five, or seven years. After this
period, the mortgages are converted to variable rates using an indexed rate, which can
result in significant payment shock to the borrower. The interest only loans allow the
borrower to pay only interest for a specified number of years. These types of loans may
result in a lack of principal amortization or even negative amortization if the minimum
payment is less than the interest accruing on the loan.
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HOPE FEDERAL CREDIT UNION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

LOANS, NET (CONTINUED)

Nontraditional mortgage loans may have significantly different credit risk characteristics than
traditional fixed and variable rate mortgages. However, the Credit Union believes it has
established prudent underwriting standards as well as adequate risk management functions
to monitor the additional risk. Nontraditional mortgage loans, which are included in the real
estate and commercial loan captions above, totaled approximately $3,637,000 and
$3,115,000 at December 31, 2025 and 2024, respectively.

A summary of the activity in the allowance for credit losses on loans for the years ended
December 31, 2025 and 2024, respectively, are as follows. The Credit Union adopted CECL
as of January 1, 2023.

2025
Residential
Consumer Real Estate Commercial Total

Allowance for Credit Losses:

Balance at Beginning of Year $ 676,529 $ 4,246,218 $ 3,552,945 $ 8,475,692
Purchased Credit Deteriorated 1,240,148 1,035,564 122,041 2,397,753
Provision (Credit) for Credit Losses 1,819,484 1,825,929 2,814,259 6,459,672
Loans Charged-Off (2,711,488) (1,206,064) (754,654) (4,672,206)
Recoveries of Loans Previously

Charged-Off 1,006,539 13,693 111,213 1,131,445

Balance at End of Year $ 2031212 $ 5915340 $ 5,845804 $ 13,792,356

2024
Residential
Consumer Real Estate Commercial Total

Allowance for Credit Losses:

Balance at Beginning of Year $ 930,291 $ 2,380,191 $ 4,358,817 $ 7,669,299
(Credit) Provision for Credit Losses 1,249,887 1,712,078 (443,812) 2,518,153
Loans Charged-Off (2,328,365) - (386,381) (2,714,746)
Recoveries of Loans Previously

Charged-Off 824,716 153,949 24,321 1,002,986

Balance at End of Year $ 676529 $ 4246218 $ 3552945 $ 8,475,692

The provision for credit losses is determined by the Credit Union as the amount to be added
to the allowance for credit losses for various types of financial instruments including loans,
investment securities, and unfunded commitments after net charge-offs have been deducted
to bring the allowance for credit losses to a level that, in management’s judgment, is
necessary to absorb expected credit losses over the lives of the respective financial
instruments. The components of the provision for credit losses related to unfunded
commitments and investments was not material as of December 31, 2025 and 2024.
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LOANS, NET (CONTINUED)

A loan is considered to be collateral dependent when, based upon management’s
assessment, the borrower is experiencing financial difficulty and repayment is expected to
be provided substantially through the operation or sale of the collateral. For collateral
dependent loans, expected credit losses are based on the estimated fair value of the
collateral at the balance sheet date, with consideration for estimated selling costs if
satisfaction of the loan depends on the sale of the collateral. The following tables present
collateral dependent loans by portfolio segment and collateral type, including those loans
with and without a related allowance allocation.

The allowance for credit losses for loans considered to be collateral dependent as of
December 31, 2025 and 2024, is as follows:

2025
Residential
Consumer Real Estate Commercial Total
Allowance for Credit Losses:
Ending Balance: Collateral Dependent $ - $ 1,259,704 $ 1,640,214 $ 2,899,918
Loans:
Ending Balance: Collateral Dependent $ - $ 17,303,631 $ 22,530,415 $ 39,834,046
2024
Residential
Consumer Real Estate Commercial Total
Allowance for Credit Losses:
Ending Balance: Collateral
Dependent $ - $ 1415709 §$ 929,104 $ 2,344,813
Loans:
Ending Balance: Collectively Dependent $ - $ 16,873,764 $ 11,073,950 $ 27,947,714

Collateral dependent commercial and residential real estate loans, both owners occupied,
and nonowner occupied, are valued by independent external appraisals. These external
appraisals are prepared using the sales comparison approach and income approach
valuation techniques. Estimated fair values are reduced to account for sales commissions,
broker fees, unpaid property taxes and additional selling expenses to arrive at an estimated
net realizable value. Management may make subsequent unobservable adjustments to the
collateral dependent loan appraisals.
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NOTE 4 LOANS, NET (CONTINUED)

The following table shows the commercial
management’s internal risk ratings at December 31:

Risk Rating:
Pass
Special Mention
Substandard
Doubtful
Total

The following tables show the classes within the homogeneous loan portfolio segments
allocated by payment activity. Loans are deemed performing if they are less than 90 days

delinquent and still accruing interest.

Consumer:
Auto
Share Secured
Other Secured
Unsecured
Residential Real Estate
Total

Consumer:
Auto
Share Secured
Other Secured
Unsecured
Residential Real Estate
Total

2025

loan portfolio segments allocated by

2024

$ 197,905,740
26,523,211
10,037,039

6,910,903

$ 195,874,296
15,381,731
9,955,194
556,416

$ 241,376,893

$ 221,767,637

2025
Payment Activity
Performing Nonperforming Total
$ 36,392,637 $ 543,652 $ 36,936,289
1,441,174 - 1,441,174
446,764 - 446,764
8,248,900 316,724 8,565,624
276,728,445 6,929,684 283,658,129
$ 323,257,920 $ 7,790,060 $ 331,047,980
2024
Payment Activity
Performing Nonperforming Total
$ 27,217,500 $ 111,804 $ 27,329,304
1,415,838 - 1,415,838
5,317,411 - 5,317,411
5,512,488 47,588 5,560,076
154,246,376 11,277,606 165,523,982
$ 193,709,613 $ 11,436,998 $ 205,146,611
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The following tables show an aging analysis of the loan portfolio by time past due:

2025
Accruing Interest
90 Days Nonaccrual
30-89 or More 90 Days or Total
Current Days Past Due Past Due More Past Due Loans
Consumer:
Auto $ 34813376 $ 1,579,261 $ 543,652 $ 36,936,289
Share Secured 1,398,344 42,830 - 1,441,174
Other Secured 423,945 22,819 - 446,764
Unsecured 8,020,054 228,846 316,724 8,565,624
Residential Real Estate 257,471,065 19,257,380 6,929,684 283,658,129
Commercial 234,602,756 263,199 6,510,938 241,376,893
Total $ 536,729,540 § 21,394,335 $ 14,300,998 $ 572,424,873
2024
Accruing Interest
90 Days Nonaccrual
30-89 or More 90 Days or Total
Current Days Past Due Past Due More Past Due Loans
Consumer:

Auto $ 25923868 $ 1,293,632 $ 111,804 $ 27,329,304
Share Secured 1,402,572 13,266 - 1,415,838
Other Secured 5,287,375 30,036 - 5,317,411
Unsecured 5,366,866 145,622 47,588 5,560,076
Residential Real Estate 132,526,430 21,719,946 11,277,606 165,523,982
Commercial 220,024,062 1,410,863 332,712 221,767,637
Total $ 390,531,173 $ 24,613,365 $ 11,769,710 § 426,914,248

Interest income foregone on nonaccrual loans was immaterial for the years ended December 31,
2025 and 2024. There were no nonaccrual loans without an allowance for credit loss reserve at
December 31, 2025 and 2024.

The Credit Union does not have material commitments to lend additional funds to borrowers
with loans whose terms have been modified in troubled debt restructurings or whose loans
are in nonaccrual.

Modifications to borrowers experiencing financial difficulty may include interest rate reductions,

principal or interest forgiveness, forbearances, term extensions, and other actions intended to
minimize economic loss and to avoid foreclosure or repossession of collateral.
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LOANS, NET (CONTINUED)

The following table presents the amortized cost basis of loan modifications made to borrowers
experiencing financial difficulty during the years ended December 31, 2025 and 2024:

December 31, 2025
Type of Concession

Payment Delay Percent of
Term Interest Rate and Term Total Segment
Extension Reduction Extension Total of Loans
Consumer $ - $ - $ - $ - 0%
Residential Real Estate 601,234 - - 601,234 0.21%
Commercial - 7,977,938 7,977,938 3%
Total $ 601,234 $ - $ 7,977,938 $ 8,579,172
December 31, 2024
Type of Concession
Payment Delay Percent of
Term Interest Rate and Term Total Segment
Extension Reduction Extension Total of Loans
Consumer $ - $ - $ - $ - 0%
Residential Real Estate - 593,087 593,087 0.36%
Commercial - - - - 0%
Total $ - $ 593,087 $ - $ 593,087

Interest rate modification made to borrowers experiencing financial difficulty included:

e For the year ended December 31, 2025, Residential Real Estate — Decreased
weighted-average contractual interest rate from 8.00% to 6.75%.

o For the year ended December 31, 2024, Residential Real Estate — Increased
weighted-average contractual interest rate from 5.87% to 6.16%.

For the year ended December 31, 2025, payment delays and term extensions made to
borrowers experiencing financial difficulty included:

e Residential Real Estate — Added a weighted-average of 0.73 years to the life of
loans, which reduced monthly payment amounts for the borrowers.

e Commercial — Added a weighted-average of 1 year to the life of loan, which reduced
monthly payment amounts for the borrowers.

For the year ended December 31, 2024, payment delays and term extensions made to
borrowers experiencing financial difficulty included:

¢ Residential Real Estate — Added a weighted-average of 4.6 years to the life of loans,
which reduced monthly payment amounts for the borrowers.
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NOTES5 FORECLOSED AND REPOSSESSED ASSETS

Activity in foreclosed and repossessed assets is as follows:

Years Ended December 31,

2025 2024
Balance - Beginning of Year $ 971,593 $ 1,417,606
Transfers from Loans to Foreclosed Assets 1,898,262 1,192,658
Sales of Foreclosed Assets (1,189,535) (1,644,887)
Gain on Sales of Foreclosed Assets - 6,216
Balance - End of Year $ 1,680,320 $ 971,593

NOTE 6 PREMISES AND EQUIPMENT, NET
The Credit Union’s premises and equipment is summarized as follows:

December 31,

2025 2024
Land $ 4,020,247 $ 4,020,397
Buildings and Improvements 31,127,866 15,470,720
Furniture and Equipment 14,544,668 11,737,705
Construction in Progress 3,443,034 3,042,114
Total 53,135,815 34,270,936
Less: Accumulated Depreciation (14,497,606) (12,786,428)
Total $ 38,638,209 $ 21,484,508

Depreciation and amortization expense recognized related to premises and equipment
during the years ended December 31, 2025 and 2024, was $1,711,000 and $1,200,000,

respectively.

NOTE 7 INTANGIBLE ASSETS

Intangible assets subject to amortization consisted of:
e A core deposit intangible with a life of seven years which was immaterial at
December 31, 2025, and included in other assets.
e Goodwill of approximately $1,857,000 at December 31, 2025, with a life of ten years
and included in other assets.

Amortization expense for the year ended December 31, 2025, was immaterial and is
computed using the straight-line method over the estimated useful life of the related asset.
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NOTE8 MEMBERS’ SHARE AND SAVINGS ACCOUNTS

NOTE 9

Members’ share and savings accounts are as follows:

December 31,

2025 2024

Share Savings $ 92,956,905 $ 98,553,716
Share Drafts 78,667,452 95,429,650
Money Market 75,312,898 71,914,559
IRA Deposits 2,816,242 2,968,779
Other Deposits 34,962,717 21,995,811
Share and IRA Certificates 343,539,140 166,653,430

Total $ 628,255,354 $ 457,515,945

The aggregate amounts of certificates of deposit in denominations of $250,000 or more was
approximately $220,543,000 and $112,656,000 at December 31, 2025 and 2024,
respectively.

Non-member certificates of deposit were approximately $168,776,000 and $28,493,000 at
December 31, 2025 and 2024, respectively.

As of December 31, 2025, scheduled maturities of share and IRA certificates are as follows:

Year Ending December 31, Amount
2026 $ 196,536,248
2027 65,045,804
2028 74,718,973
2029 3,654,705
2030 3,583,410
Total $ 343,539,140

Member accounts are insured to $250,000 by the NCUSIF. The NCUSIF is a federal
insurance fund backed by the full faith and credit of the U.S. government.

BORROWED FUNDS

The Credit Union has entered into an Advances, Pledge, and Security Agreement with the
FHLB whereby specific mortgage loans of the Credit Unions with advance equivalents of
approximately $108,457,000 and $60,987,000 at December 31, 2025 and 2024,
respectively, were pledged to the FHLB as collateral in the event the Credit Union requests
any advances on the line. Outstanding balances were $63,340,620 and $42,837,799 as of
December 31, 2025 and 2024, respectively. The rate on these borrowings is determined at
the time of advance and ranged from 1.10% to 4.54% as of December 31, 2025. The
weighted average interest rate as of December 31, 2025, was 3.86%.
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NOTE9 BORROWED FUNDS (CONTINUED)

A summary of FHLB advances outstanding as of December 31 is as follows:

Year Interest
Maturing Rate 2025 2024

2025 1.10% - 2.22% $ - $ 1,997,171
2026 1.99% - 4.54% 55,036,632 30,145,084
2027 2.42% - 2.75% 1,670,793 2,442,270
2028 3.27% 435,514 594,492
2029 1.95% - 2.11% 2,227,043 2,783,749
2030 1.65% - 2.18% 3,970,638 4,875,033
Total $ 63,340,620 $ 42.837.799

At December 31, 2025 and 2024, the Credit Union had an available line of credit with
National Cooperative Bank of $12,000,000. The interest rates applied on any borrowing are
determined on that date. As of December 31, 2025 and 2024, the Credit Union had
securities safe kept with Merrill Lynch pledged for this line of credit arrangement. The line
has no expiration date but is subject to review and change by the issuing institution. There
were no balances outstanding on this line at December 31, 2025 and 2024.

At December 31, 2025 and 2024, the Credit Union had an available line of credit with the
United States Department of Agriculture (USDA) of $30,000,000. The interest rate is
2.375%. There were no assets pledged against this borrowing. Payments are due monthly.
The Credit Union had a balance of $-0- and approximately $1,288,000 as of December 31,
2025 and 2024, respectively. The maturity date is December 15, 2056.

At December 31, 2025 and 2024, the Credit Union had a note payable with Bank of
America. The balance was $-0- as of December 31, 2025 and 2024, respectively. The note
was paid off in 2024. The interest rate is 1%.

The Credit Union had notes payable of $-0- and $30,000,000 with the Federal Reserve
Bank, at December 31, 2025 and 2024, respectively. The first $20,000,000 note matured
January 28, 2025, and had an interest rate of 5.00%. The second $10,000,000 note matured
January 7, 2025, and had an interest rate of 4.50%. The Credit Union pledged certain
investment securities totaling approximately $46,002,000 and $49,936,000 as of December
31, 2025 and 2024, respectively.

The Credit Union also had a note payable of approximately $11,677,000 as of
December 31, 2025, with Hope Enterprise Corporation. The note matures 2057 and had an
interest rate of 2.10%. Interest expense on this note payable loan was immaterial as of
December 31, 2025.
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Secondary capital loans consist of funding from private sources or affiliates of the Credit
Union’s primary sponsor. Secondary capital loans are available to cover any and all
quarterly operating losses that exceed Hope's net available reserves and undivided
earnings. Secondary capital loans used to cover operating losses are not required to be
repaid and are recognized as income in the period the losses are incurred.

On June 28, 2022, the Credit Union entered into an agreement for receipt in secondary
capital funds under the U.S. Treasury’s Emergency Capital Investment Program (ECIP) form
the NCUA. Receiving the award totaling $92,569,000. The purpose of the award recognizes
secondary capital accounts for low-income designated credit unions as capital accounts.

The agreement grants the Credit Union two years interest free. After the second anniversary
of the disbursement of the loan, interest is payable quarterly in arrears each year at a rate
determined by the qualified lending, ranging from 0.5% to 2.0%. Principal payments will be
paid, pending approval from the NCUA, on the 30th anniversary of the disbursement of the
loan.

Secondary capital loans consisted of the following:

Description 2025 2024

Fixed Rate Note from First Horizon Bank at an
interest rate of 3.50%, maturing on June 4, 2026 $ 2,000,000 $ 2,000,000

Fixed Rate Note from Regions Bank at an
interest rate of 1.00%, maturing on April 1, 2027 76,774 76,774

Fixed Rate Note from ECD New Markets, LLC at an interest
rate of 1.00%, maturing on September 30, 2028
Maturity date was extended from September 30, 2027 550,000 550,000

Fixed Rate Notes from Kresge Foundation at an
interest rate of 3.00%, maturing on October 14, 2027 3,000,000 3,000,000

Fixed Rate Note from ECD New Markets, LLC at an interest
rate of 1.00%, maturing on December 20, 2028
Maturity date was extended from December 20, 2027 550,000 550,000

Fixed Rate Note from Hope Enterprise Corporation at an

interest rate of 1.00%, maturing on January 13, 2029
Maturity date was extended from January 13, 2028 2,000,000 2,000,000
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Description (Continued) 2025 2024

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 1.00%, maturing on January 13, 2029
Maturity date was extended from January 13, 2028 $ 3,000,000 $ 3,000,000

Fixed Rate Note from ECD New Markets, LLC at an interest
rate of 1.00%, maturing on June 22, 2029
Maturity date was extended from June 22, 2028 825,000 825,000

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 1.00%, maturing on April 29, 2029
Maturity date was extended from April 29, 2028 1,000,000 1,000,000

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 1.00%, maturing on December 31, 2029
Maturity date was extended from December 31, 2028 5,000,000 5,000,000

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 1.00%, maturing on December 31, 2029
Maturity date was extended from December 31, 2028 1,500,000 1,500,000

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 1.00%, maturing on December 31, 2029
Maturity date was extended from December 31, 2028 14,560,775 14,560,775

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 1.00%, maturing on December 31, 2029
Maturity date was extended from December 31, 2028 3,000,000 3,000,000

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 1.00%, maturing on December 31, 2029
Maturity date was extended from December 31, 2028 2,000,000 2,000,000

Fixed Rate Note from MetLife at an
interest rate of 3.00%, maturing on February 27, 2029 2,500,000 2,500,000

Fixed Rate Note from W.K Kellogg Foundation at an
interest rate of 2.00%, maturing on August 14, 2029 1,500,000 1,500,000

Fixed Rate Note from ECD New Markets, LLC at an

interest rate of 1.00%, maturing on January 1, 2031
Maturity date was extended from January 1, 2030 1,050,000 1,050,000
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Description (Continued) 2025 2024

Fixed Rate Note from Hope Enterprise Corporation at an
interest rate of 3.00%, maturing on December 17, 2031
Maturity date was extended from December 17, 2030 $ 3,000,000 $ 3,000,000

Fixed Rate Note from Inclusive 2nd Capital at an
interest rate of 2.50%, maturing on December 20, 2031 4,750,000 4,750,000

Fixed Rate Note from ECIP at an

interest rate of 2.00%, maturing on June 28, 2052 92,569,000 92,569,000
Subtotal 144,431,549 144,431,549

Less: Maturity Reclassification (6,661,419) (4,546,064)
Total $ 137,770,130 $ 139,885,485

The Credit Union is allowed to offer secondary capital loans which are considered a
component of net worth for regulatory purposes until they reach a maturity of five years or
less. Secondary capital loans with maturities of five years or less are reclassified as
subordinated debt, through a maturity reclassification adjustment of one-fifth of the amount
due. As of December 31, 2025 and 2024, approximately $6,661,000 and $4,546,000,
respectively, were reclassified under these regulatory requirements and are included in
borrowed funds on the statements of financial condition.

A summary of the maturity of the secondary capital loans by year over the next five years
are as follows:

Year Ending December 31, Amount
2026 $ 2,000,000
2027 3,626,774
2028 550,000
2029 36,885,775
2030 -
Thereafter 101,369,000
Total $ 144,431,549
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The Credit Union is subject to various regulatory capital requirements administered by the
NCUA. 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 Credit Union’s financial statements. Under capital adequacy
regulations and the regulatory framework for prompt corrective action, the Credit Union must
meet specific capital regulations that involve quantitative measures of the Credit Union’s
assets, liabilities, and certain off-statement of financial condition items as calculated under
accounting principles generally accepted in the United States of America. The Credit
Union’s capital amounts and net worth classifications are also subject to qualitative
judgments by the regulators about components, risk weightings, and other factors.

Effective January 1, 2022, the NCUA adopted the optional complex credit union leverage
ratio (CCULR) for credit unions with total assets greater than $500 million. The CCULR is
designed to reduce regulatory burden by removing the requirements for calculating and
reporting risk-based capital ratios for qualifying credit union organizations that opt into the
framework. As defined by section §702-104(d) of the NCUA'’s regulations, a qualifying credit
union organization must have a net worth ratio of 9 percent or greater, off- statement-of
financial-condition exposures of 25 percent or less of its total assets, trading assets and
trading liabilities of 5 percent or less of its total assets, and goodwill and other intangible
assets of 2% or less of total assets. Management believes they have met the criteria and
has elected to use the CCULR framework.

Qualifying credit union organizations that elect to use the CCULR framework and that
maintain a net worth ratio of greater than 9 percent will generally be considered well-
capitalized and have met the capital requirements in the applicable capital rule. A qualifying
credit union may opt into and out of the CCULR framework by completing the associated
election requirements on its quarterly call report. The CCULR framework was first available
for qualifying credit unions in their March 31, 2022 call report.
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As of December 31, 2025, the most recent call reporting period, the NCUA categorized the
Credit Union as “well capitalized” under the regulatory framework for prompt corrective
action. To be categorized as “well capitalized,” the Credit Union must maintain a minimum
net worth ratio of 9% of assets. There are no conditions or events since that notification that
management believes have changed the institution’s category.

The Credit Union’s actual capital amounts and ratios are also presented in the table
following.

2025

To be Well Capitalized
Under Prompt Corrective
Actual Action Provision
Amount Ratio Amount Ratio
Net Worth $ 145,755,129 16.94% $ 77,419,950 9.00%

2024

To be Well Capitalized
Under Prompt Corrective
Actual Action Provision
Amount Ratio Amount Ratio
Net Worth $ 146,711,216 21.45% $ 61,555,600 9.00%

In performing its calculation of total assets, the Credit Union used the quarter-end balance
option, as permitted by regulation.

The Credit Union has unsecured secondary capital in the form of subordinated debt and is
able to include the subordinated debt in the net worth calculation. At December 31, 2025
and 2024, the Credit Union applied approximately $137,770,000 and $139,885,000 of
subordinated debt towards the net worth calculation.
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Included in loans, net at December 31, 2025 and 2024, are loans to the Credit Union’s
board of directors, committee members, and senior executive staff of approximately
$2,244,000 and $2,225,000, respectively. Advances and repayments on loans were not
significant to the financial statements.

Deposits from the Credit Union’s board of directors, committee members, and senior
executive staff held by the Credit Union at December 31, 2025 and 2024, are approximately
$776,000 and $794,000, respectively.

As described in Note 1, Hope Enterprise Corporation (HEC) is the primary sponsoring
organization of the Credit Union and operates as a community development financial
institution for the purpose of providing capital to rural and economically disadvantaged
communities. As part of its strategy, HEC and certain of its affiliates have provided grants
and secondary capital loans to the Credit Union in order to provide an affordable lending
program to low-income communities. HEC and the Credit Union have entered into certain
contractual agreements wherein HEC had agreed to reimburse the Credit Union for certain
operating expenses and for certain losses incurred on loans considered to be higher risk
than typically underwritten by regulated financial institutions.

Under the terms of the contractual arrangements, the Credit Union has agreed to provide
financial products and service offerings in certain low-income communities in which HEC
has a mission to promote economic development. In consideration for these contractual
services, HEC had agreed to reimburse the Credit Union for its normal operating expenses,
excluding dividend payments, on a monthly basis. The contractual arrangement provides for
HEC to pay the Credit Union an amount to cover all normal operating expenses sufficient to
enable Hope to maintain a net income of no less than $240,000 annually.

During 2025 and 2024, the Credit Union recognized contractual service revenue of
approximately $16,819,000 and $7,433,000, respectively, related to these arrangements.
The Credit Union received grants from third parties of approximately $2,629,000 and
$287,000 in 2025 and 2024, respectively, that were passed to the Credit Union from HEC
and its affiliates.
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As of December 31, 2025 and 2024, the Credit Union had secondary capital loans
outstanding to Hope and its affiliates of approximately $38,036,000. Interest expense related
to the affiliated secondary capital loans was approximately $448,000 and $440,000 in 2025
and 2024.

As of December 31, 2025 and 2024, HEC had deposit accounts with the Credit Union
totaling approximately $49,268,000 and $65,955,000, respectively.

In addition, the Credit Union had a real estate secured loan receivable outstanding from
HEC which was approximately $672,000 and $709,000 as of December 31, 2025 and 2024,
respectively. Interest income on this loan was immaterial as of December 31, 2025 and
2024.

As described in Note 1, accounts payable of approximately $579,000 and $3,052,000 as of
December 31, 2025 and 2024, respectively. These balances represent amounts due from or
to HEC for certain loan closings, net of amounts due to the Credit Union relative to service
arrangements, and operational expenses.

The Credit Union had multiple transactions with HEC during the year ended December 31,
2025 related to a sale-leaseback transaction. As described in Note 9, as of December 31,
2025, the Credit Union has a note payable to HEC of approximately $11,677,000 with an
interest rate of 2.10%, maturing in 2057. Interest expense on this note payable was
immaterial as of December 31, 2025. Related to this transaction, the Credit Union also has a
commercial secured loan receivable outstanding from HEC which was approximately
$5,327,000 as of December 31, 2025. Interest income on this loan was immaterial as of
December 31, 2025. The loan is included in commercial loans in Note 4. As of
December 13, 2025, approximately $12,678,000 was placed in service in property, plant,
and equipment related to the sale-leaseback transaction.

HEC has purchased participation interests in certain commercial loans originated by the

Credit Union. See Note 4 to these financial statements for more information regarding
participations.
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Off-Statement of Financial Condition Activities

The Credit Union is a party to conditional commitments to lend funds in the normal course of
business to meet the financing needs of its members. These commitments represent
financial instruments to extend credit that involve, to varying degrees, elements of credit and
interest rate risk in excess of amounts recognized in the financial statements.

The Credit Union’s exposure to credit loss is represented by the contractual notional amount
of these instruments. The Credit Union uses the same credit policies in making
commitments as it does for those loans recorded in the financial statements.

The following financial instruments were outstanding whose contract amounts represent
credit risk:

December 31,
2025 2024

Commitments to Grant Collateralized Loans:
Commercial $ 29,997,195 $ 29,985,545

Unfunded Unsecured Commitments Under
Lines of Credit:

Overdraft Protection 4,537,734 4,408,178
Credit Card Commitments 3,296,278 1,644,245
Other 4,643,904 3,195,794

Total $ 42,475,111 $ 39,233,762

Commitments to extend credit are agreements to lend to a member 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. Because
many of the commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future cash requirements. The Credit
Union evaluates each member’s creditworthiness on a case-by-case basis. The amount of
collateral obtained, if deemed necessary by the Credit Union upon extension of credit, is
based on management’s credit evaluation of the counterparty. Collateral held varies but may
include consumer assets, residential real estate, and member share balances.

Unfunded commitments under revolving credit lines and overdraft protection agreements are
commitments for possible future extensions of credit to existing members. These lines-of-
credit are uncollateralized and usually do not contain a specified maturity date and may not
be drawn upon to the total extent to which the Credit Union is committed.

Legal Contingencies

The Credit Union is a party to various collection related legal actions normally associated
with financial institutions, the aggregate effect of which, in management’s opinion, would not
be material to the financial condition of the Credit Union.
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Recurring Basis

The Credit Union uses fair value measurements to record fair value adjustments to certain
assets and liabilities and to determine fair value disclosures. For additional information on
how the Credit Union measures fair value, refer to Note 1 — Summary of Significant
Accounting Policies. The following tables present the balances of the assets and liabilities
measured at fair value on a recurring basis.

2025
Level 1 Level 2 Level 3 Total
Assets:
Available-for-Sale Securities:
U.S. Government and Federal
Agency Securities $ - $ 3,341,319 $ - $ 3,341,319
U.S. Treasury Notes - 25,421,942 - 25,421,942
Federal Agency Mortgage-
Backed Securities - 37,446,362 - 37,446,362
Collateralized Mortgage
Obligation Securities - 48,699,986 - 48,699,986
Small Business
Administration Securities - 5,822,569 - 5,822,569
Municipal Bonds - 32,482,227 - 32,482,227
Total $ - $ 153,214,405 $ - $ 153,214,405
2024
Level 1 Level 2 Level 3 Total
Assets:
Available-for-Sale Securities:
U.S. Government and Federal
Agency Securities $ - $ 5,745,964 $ - $ 5,745,964
US Treasury Notes - 12,407,500 - 12,407,500
Federal Agency Mortgage-
Backed Securities - 42,181,915 - 42,181,915
Collateralized Mortgage
Obligation Securities - 50,359,261 - 50,359,261
Small Business
Administration Securities - 6,088,610 - 6,088,610
Municipal Bonds - 35,412,805 - 35,412,805
Total $ - $ 152,196,055 $ - $ 152,196,055
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NOTE 14 FAIR VALUE (CONTINUED)

Recurring Basis (Continued)

The following is a description of the valuation methodologies used for instruments measured
at fair value on a recurring basis, as well as the general classification of such instruments
pursuant to the valuation hierarchy.

Investment Securities: When available, the Credit Union uses quoted market prices to
determine the fair value of securities; such items are classified in Level 1 of the fair value
hierarchy. For the Credit Union’s securities where quoted prices are not available for
identical securities in an active market, the Credit Union determines fair value utilizing
vendors who apply matrix pricing for similar bonds where no price is observable or may
compile prices from various sources.

These models are primarily industry-standard models that consider various assumptions,
including time value, yield curve, volatility factors, prepayment speeds, default rates, loss
severity, current market and contractual prices for the underlying financial instruments, as
well as other relevant economic measures. Substantially all of these assumptions are
observable in the marketplace, can be derived from observable data or are supported by
observable levels at which transactions are executed in the marketplace.

Fair values from these models are verified, where possible, against quoted market prices for
recent trading activity of assets with similar characteristics to the security being valued.

Such methods are generally classified as Level 2. However, when prices from independent
sources vary, cannot be obtained or cannot be corroborated, a security is generally
classified as Level 3.

Nonrecurring Basis

Certain assets are measured at fair value on a nonrecurring basis. These assets are not
measured at fair value on an ongoing basis; however, they are subject to fair value
adjustments in certain circumstances, such as there is evidence of impairment or a change
in the amount of previously recognized impairment.
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NOTE 14 FAIR VALUE (CONTINUED)

Nonrecurring Basis (Continued)

Net impairment losses related to nonrecurring fair value measurements of certain assets
consisted of the following for the years ended December 31:

Fair Value at December 31, 2025

Impairment
Level 1 Level 2 Level 3 Losses
Collateral Dependent Loans $ - $ - $ 36,934,128 $ 2,899,918
Foreclosed Assets - - 1,680,320 -
Fair Value at December 31, 2024
Impairment
Level 1 Level 2 Level 3 Losses
Collateral Dependent Loans $ - $ - $ 25,602,901 $ 2,344,813

Foreclosed Assets - - 971,593 -

The following tables present additional quantitative information about assets measured at
fair value on a nonrecurring basis for which the Credit Union has utilized Level 3 inputs to
determine fair value.

December 31, 2025

Fair Valuation Unobservable Range
Value Technique Input (Average)
Collateral Dependent Loans $ 36,934,128  Evaluation of Estimation of Not Meaningful
Collateral Value
Foreclosed Assets 1,680,320 Appraisal Appraisal Not Meaningful
Adjustment

December 31, 2024

Fair Valuation Unobservable Range
Value Technique Input (Average)
Collateral Dependent Loans $ 25,602,901 Evaluation of Estimation of Not Meaningful
Collateral Value
Foreclosed Assets 971,593  Appraisal Appraisal Not Meaningful
Adjustment

Collateral Dependent Loans: Collateral dependent loans were individually evaluated under
CECL for the years ended December 31, 2025 and 2024. Collateral dependent commercial
and residential real estate loans, both owner occupied and nonowner occupied are valued
by independent external appraisals. These external appraisals are prepared using the sales
comparison approach and income approach valuation techniques. Estimated fair values are
reduced to account for sales commissions, broker fees, unpaid property taxes, and
additional selling expenses to arrive at an estimated net realizable value. Management may
make subsequent unobservable adjustments to the collateral dependent loan appraisals.
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HOPE FEDERAL CREDIT UNION
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DECEMBER 31, 2025 AND 2024

FAIR VALUE (CONTINUED)

Nonrecurring Basis (Continued)

Foreclosed Assets: Foreclosed assets are recorded at fair value based on property
appraisals, less estimated selling costs, at the date of the transfer with any impairment
amount charged to the allowance for loan losses. Subsequent to the transfer, foreclosed
assets are carried at the lower of cost or fair value, less estimated selling costs with changes
in fair value or any impairment amount recorded in other noninterest expense. Values are
estimated using Level 3 inputs based on customized discounting criteria. The carrying value
of foreclosed assets is not re-measured to fair value on a recurring basis but is subject to fair
value adjustments when the carrying value exceeds the fair value, less estimated selling
costs.

BUSINESS COMBINATION

Hope Federal Credit Union acquired 100% interest in 15t Choice Credit Union which was
purchased from the NCUA out of conservatorship as of October 1, 2025. The business
combination was encouraged to obtain economies of scale and to improve and continue
financial services to members of the above credit union.

Details on the composition of assets, liabilities, and equity, after fair value adjustments
acquired in the combination and recorded on the statements of financial condition are as
follows:

Amount
Description
Cash and Cash Equivalents $ 12,061,142
Property, Plant, and Equipment 1,920,490
Loans, Net 13,939,710
Core Deposit Intangible, 510,000
Goodwill, and Other Assets 2,261,923
Members' Share and Savings Accounts (29,758,588)
Other Liabilities (934,677)

The book values of 15t Choice Credit Union’s loans were adjusted lower by approximately
$2,398,000 to reflect the present value of the difference in anticipated credit losses in the
portfolio at the time of the business combination.

As a result of combining with 15t Choice Credit Union, Hope Federal Credit Union recorded
an core deposit intangible of approximately $510,000 which is included in other assets on
the Statements of Financial Condition.

The Credit Union’s costs to complete this acquisition were immaterial during the year ended
December 31, 2025.
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