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PART |

Forward-Looking Information

This Annual Report on Form 10-K includes forwardkimg statements and information is subject to“tade harbor” provisions o
Section 27A of the Securities Act of 1933 and @@L E of the Securities Exchange Act of 1934. & Fasvardiooking statement
(which involve Plumas Bancorp’s (the “Company’gians, beliefs and goals, refer to estimates orgisglar terms) involve certai
risks and uncertainties that could cause actualltssto differ materially from those in the forwal@bking statements. Such ris
and uncertainties include, but are not limitedttee following factors:

Competitive pressure in the banking industry, cditipe in the markets the Company operates in ahdnges in th
legal, accounting and regulatory environm

Changes in the interest rate environment and dlatf rate sensitive assets and liabiliti

Declines in the health of the economy, nationatlyegionally, which could reduce the demand formsareduce the abili
of borrowers to repay loans and/or reduce the valfieeal estate collateral securing most of the @am’s loans

Credit quality deterioration, which could causeianrease in the provision for loan and lease los
Devaluation of fixed income securiti

Asset/liability matching risks and liquidity ris

Loss of key personn

Operational interruptions including data processisygstems failure and frat

The Company undertakes no obligation to reviseulliply release the results of any revision to thégward-looking statements.
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ITEM 1. BUSINESS
General

The Company. Plumas Bancorp (the “Company”) is a Californiapayation registered as a bank holding company utideBank
Holding Company Acof 1956, as amended, and is headquartered in Qui@alifornia. The Company was incorporated
January 2002 and acquired all of the outstandireyeshof Plumas Bank (the “Bank”) in June 2002. Tmmpanys principal
subsidiary is the Bank, and the Company exists gmilyn for the purpose of holding the stock of thanR and of such oth
subsidiaries it may acquire or establish. At thespnt time, the Comparsybnly other subsidiaries are Plumas StatutorytTrasd
Plumas Statutory Trust I, which were formed in 2@hd 2005 solely to facilitate the issuance dfttpreferred securities.

The Companys principal source of income is dividends from B&nk, but the Company may explore supplementalcesuot
income in the future. The cash outlays of the Camgpancluding (but not limited to) the payment afidends to shareholders, if a
when declared by the Board of Directors, costseplurchasing Company common stock, the cost of gagvidebt and preferre
stock dividends, will generally be paid from divitls paid to the Company by the Bank. The Compamnatacurrently pa
dividends without the prior approval of its primaggulators.

At December 31, 2010, the Company had consolidagedts of $484 million, deposits of $425 milliothey liabilities of $21 millior
and shareholders’ equity of $38 million. The Companiiabilities include $10.3 million in junior suldinated deferrable intere
debentures issued in conjunction with the trustfgored securities issued by Plumas Statutory Tiugthe “Trust I”) in

September 2002 and Plumas Statutory Trust Il (Tfrest 11”) in September 2005. Both Trust | and Trust Il an¢hfer discussed i
the section titled “Trust Preferred Securities.’ai&holders’equity includes $11.7 million in preferred stockusd pursuant to tt
U.S. government’'s Capital Purchase Program whiclissussed in the section titled “Capital PurchBsegram — TARP —
Preferred Stock and Stock Warrant.”

References herein to the “Company,” “we,” “us” dodr” refer to Plumas Bancorp and its consolidated sidrgidunless the conte
indicates otherwise. Our operations are conducte3beouth Lindan Avenue, Quincy, California. Omnaal, quarterly and oth
reports, required under the Securities ExchangeoA&034 and filed with the Securities and Excha@genmission, (the “SEC"are
posted and are available at no cost on the Compamgbsite www.plumasbank.comas soon as reasonably practicable afte
Company files such documents with the SEC. Theserte are also available through the SEC’s weladitevw.sec.gov

The Bank. The Bank is a California statdartered bank that was incorporated in July 1986 apened for business
December 1980. The Bank is not a member of therBe&eserve System. The BaskAdministrative Office is located at 35 Sol
Lindan Avenue, Quincy, California. At December 2010 the Bank had approximately $483 million inetss$307 million in ne
loans and $425 million in deposits (including defosf $0.6 million from the Bancorp). It is curtinthe largest independent ba
headquartered in Plumas County. The Bank’s depositunts are insured by the Federal Deposit Insar@orporation (the “FDIQ”
up to maximum insurable amounts.

The Banks primary service area covers the Northeasterngpoof California, with Lake Tahoe to the South d@hd Oregon border
the North. The Bank, through its eleven branch petwserves the seven contiguous counties of PluiMasada, Sierra, Place
Lassen, Modoc and Shasta. The branches are lorated communities of Quincy, Portola, Greenvilleuckee, Fall River Mills
Alturas, Susanville, Chester, Tahoe City, Kings @eand Redding. The Bank maintains fifteen autochtgéler machines (“ATMg’
tied in with major statewide and national netwotksaddition to its branch network, the Bank opesad lending office specializir
in government-guaranteed lending in Auburn, Catifar The Banlks primary business is servicing the banking neddthese
communities. Its marketing strategy stresses gallownership and commitment to serve the bankewgs of individuals living an
working in the Bank’s primary service areas.
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With a predominant focus on personal service, thakBhas positioned itself as a mutmmunity independent bank serving
financial needs of individuals and businesses withie Banks geographic footprint. Our principal retail lengliservices incluc
consumer and home equity loans. Our principal coroialelending services include term real estatedlalevelopment ai
construction loans. In addition, we provide comrarand industrial term, governmegtraranteed and agricultural loans as we
credit lines.

The Bank’s Governmerguaranteed lending center, headquartered in AubQatifornia with additional personnel in Truck
provides Small Business Administration and USDA & evelopment loans to qualified borrowers thraughNorthern Californi
and Northern Nevada. During 2007 the Bank was grhmtationwide Preferred Lender status with the S8all Busines
Administration and we expect governmeutaranteed lending to continue to be an important @f our overall lending operatic
During 2010 we sold $13.6 million in government-taraeed loans and generated a gain on sale oh@illidn.

The Agricultural Credit Centers located in Susdavédnd Alturas provide a complete line of creditvgses in support of tf
agricultural activities which are key to the cont economic development of the communities weeseikg lending” clients
include a full range of individual farming custoregsmall- to mediunsized business farming organizations and corpdeateing
units.

As of December 31, 2010, the principal areas tatwkie directed our lending activities, and the petage of our total loan portfo
comprised by each, were as follows: (i) loans sstury real estate — 61.7%; (ii) commercial and stdal loans —10.6%
(iii) consumer loans (including residential equiiyes of credit) —15.5%; and (iv) agricultural loans (including agtiaral rea
estate loans) — 12.2%.

In addition to the lending activities noted abowe offer a wide range of deposit products for tb®il and commercial banki
markets including checking, interdstaring checking, business sweep, public funds pws&vings, time deposit and retiren
accounts, as well as remote deposit, telephonereide banking and internet banking with kpky options. Interest bearing depc
include high yield sweep accounts designed forammmercial customers and for public entities susmanicipalities. In additic
we offer a Money Fund Plu$ checking account for camsumer customers. These accounts pay rates calig#o those availat
on a money fund offered by a typical brokerage fiAm of December 31, 2010, the Bank had 30,372 siepocounts with balanc
totaling approximately $425 million, compared to,1313 deposit accounts with balances totaling apprately $437 million ¢
December 31, 2009. We attract deposits through costomereriented product mix, competitive pricing, convenidocations
extended hours, remote deposit operations and-dpuganking, all provided with a high level of custer service.

Most of our deposits are attracted from individuddasinesselated sources and smaller municipal entitiess Thix of depos
customers resulted in a relatively modest averagesit balance of approximately $14,000 at DecerBbeP010. However, it mak
us less vulnerable to adverse effects from the ddsdepositors who may be seeking higher yieldstimer markets or who m
otherwise draw down balances for cash needs. Aember 31, 2010 we had $2 million in CDARS reciptditae deposits which fi
regulatory purposes are classified as brokeredgispo

We also offer a variety of other products and smwito complement the lending and deposit senpeegiously reviewed. The
include cashier’s checks, traveler’s checks, bankahil, ATMs, night depository, safe deposit boxdésea deposit, electronic fun
transfers, on-line banking, remote deposit, ma#leking and other customary banking services.




Table of Contents

In order to provide nomleposit investment options, we have developed ategfic alliance with Financial Network Investrr
Corporation (“FNIC"). Through this arrangement, certain employees ofBiwek are also licensed representatives of FNICsé
employees provide our customers throughout ourdbraretwork with convenient access to annuitiesyransce products, mutt
funds, and a full range of investment products.

During 2007 we added Remote Deposit to our prohixt Remote Deposit allows our customers to makegash deposits remott
from their physical location. With this product, lwave extended our service area and can now meetefbosit needs of customr
who may not be located within a convenient distasfagne of our branch offices.

Additionally, the Bank has devoted a substantiabant of time and capital to the improvement of #xg Bank services, during t
last two fiscal years, including an on balance shesiness sweep product which we introduced duttiegfirst quarter of 200
During 2009 we replaced our dine banking service with a new state of the aodpict that greatly expands the features availa
our customers. In addition we utilized this platfioto add mobile banking services during the finsarter of 2010. During 20:
Plumas Bank began offering a new Green Account hvpiomotes protecting the environment, reducindteluand making lif
simpler for the customer through technological aabesnents such as eStatements, online banking, ebid card usage whi
providing the customer with the opportunity to grtwir savings through monthly monetary rewardsgf@en behavior. The office
and employees of the Bank are continually engagedarketing activities, including the evaluatiordatevelopment of new produ
and services, to enable the Bank to retain andawgpits competitive position in its service area.

We hold no patents or licenses (other than liceresgagired by appropriate bank regulatory agendidsaal governments), franchis
or concessions. Our business has a modest seasonpbnent due to the heavy agricultural and toudsientation of some of tl
communities we serve. As our branches in less rarahs such as Truckee have expanded and withpieing our Aubur
commercial lending office, the agriculturelated base has become less significant. We areapendent on a single custome
group of related customers for a material portibow deposits, nor are a material portion of mans concentrated within a sin
industry or group of related industries. There hasn no material effect upon our capital expene#uearnings, or competit|
position as a result of federal, state, or locairemmental regulation.

Commitment to our Communities. The Board of Directors and Management believettimCompany plays an important role in
economic well being of the communities it servear 8ank has a continuing responsibility to provaaide range of lending a
deposit services to both individuals and businesBkesese services are tailored to meet the neetiseofommunities served by -
Company and the Bank.

We offer various loan products which promote homae@rship and affordable housing, fuel job growthd apport communi
economic development. Types of loans offered rdraya personal and commercial loans to real estatestruction, agricultural, a
governmeniguaranteed community infrastructure loans. Manyklman decisions are made locally with the goal ofintaning
customer satisfaction through the timely deliveihigh quality products and services.

Capital Purchase Program — TARP — Preferred Stock ad Stock Warrant. On January 30, 2009 the Company entered i
Letter Agreement (the “Purchase Agreement”) with thited States Department of the Treasury (“Tngélupursuant to which tt
Company issued and sold (i) 11,949 shares of thep@ays Fixed Rate Cumulative Perpetual Preferred St&ekjes A (th
“Series A Preferred Stock”) and (ii) a warrant (tWgarrant”) to purchase 237,712 shares of the Camgacommon stock, no f
value (the “Common Stock”), for an aggregate puseharice of $11,949,000 in cash.

The Series A Preferred Stock qualifies as Tiergditahand pays cumulative dividends quarterly edta of 5% per annum for the fi
five years, and 9% per annum thereafter. The Comnpeaay redeem the Series A Preferred Stock atqtsdation preference ($1,0
per share) plus accrued and unpaid dividends uthéeAmerican Recovery and Reinvestment Act of 2808ject to the Treasuw’
consultation with the Company’s appropriate fedezgulator.
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The Warrant has a Iyear term and was immediately exercisable withxarase price, subject to antidilution adjustmeetg,al t(
$7.54 per share of the Common Stock. Treasury ¢ieed not to exercise voting power with respeetrtp shares of Common St
issued upon exercise of the Warrant.

Prior to January 30, 2012, unless the Company bdsemed the Series A Preferred Stock, or the Tmedsas transferred tl
Series A Preferred Stock to a third party, the eah®f the Treasury will be required for the Compam: (1) declare or pay a
dividend or make any distribution on shares ofG@oenmon Stock (other than regular quarterly casiddivds of not more than $0.
per share or regular seminual cash dividends of not more than $0.08 pare3hor (2) redeem, purchase or acquire any slud
Common Stock or other equity or capital securitigher than in connection with benefit plans caesiswith past practice a
certain other circumstances specified in the Pweifeggreement.

Trust Preferred Securities. During the third quarter of 2002, the Company fadnaewholly owned Connecticut statutory busi
trust, Plumas Statutory Trust | (the “Trust IQn September 26, 2002, the Company issued to thst Ty Floating Rate Juni
Subordinated Deferrable Interest Debentures due 2088 “Debentures”)n the aggregate principal amount of $6,186,00(
exchange for these debentures the Trust | paidCtrapany $6,186,000. The Trust | funded its purchaisgebentures by issui
$6,000,000 in floating rate capital securities Ustr preferred securities”yhich were sold to a third party. These trust pref
securities qualify as Tier | capital under currEetleral Reserve Board guidelines. The Debentusetharonly asset of the Trus
The interest rate and terms on both instrumentssabstantially the same. The rate is based onhitez#nonth LIBOR (Londo
Interbank Offered Rate) plus 3.40%, not to excek®@%, adjustable quarterly. The proceeds from #ie sf the Debentures wi
primarily used by the Company to inject capitabittie Bank.

During the third quarter of 2005, the Company fadnaewholly owned Connecticut statutory businesstimlumas Statutory Trust
(the “Trust II"). On September 28, 2005, the Company issued to th&t Tir Floating Rate Junior Subordinated Deferadllteres
Debentures due 2035 (the “Debentures”)he aggregate principal amount of $4,124,00@&Xchange for these debentures the -
Il paid the Company $4,124,000. The Trust Il fundedpurchase of debentures by issuing $4,000,00600ating rate capit
securities (“trust preferred securitiesihhich were sold to a third party. These trust prefik securities qualify as Tier | capital un
current Federal Reserve Board guidelines. The Dabes are the only asset of the Trust Il. The adtrate and terms on b
instruments are substantially the same. The rabased on the thremonth LIBOR (London Interbank Offered Rate) plug8Po
adjustable quarterly. The proceeds from the salth®fDebentures were primarily used by the Companinject capital into tr
Bank.

The Debentures and trust preferred securities acand pay distributions quarterly based on thetifigarate described above on
stated liquidation value of $1,000 per securitye @ompany has entered into contractual agreememnthwtaken collectively, full
and unconditionally guarantee payment of: (1) aedrand unpaid distributions required to be paidhencapital securities; (2) t
redemption price with respect to any capital s¢i@sicalled for redemption by either Trust | or §rli, and (3) payments due ug
voluntary or involuntary dissolution, winding up, la@guidation of either Trust | or Trust Il.

The trust preferred securities are mandatorily eetble upon maturity of the Debentures on Septe2@ep032 for Trust | ar
September 28, 2035 for Trust Il, or upon earlieleraption as provided in the indenture.

Neither Trust | nor Trust Il are consolidated ithe Compan’s consolidated financial statements and, accorgitogith entities a
accounted for under the equity method and the juBubordinated debentures are reflected as dethieoconsolidated balance sheet.
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Recent Developments.

Effective March 16, 2011, in connection with thenB& regularly scheduled 2010 Joint FDIC and Califaibepartment of Financ
Institutions (“DFI”) examination, the Bank enteriedo a Consent Order (“Orderiyith the FDIC and the DFI. The FDIC and DF
the Order, require certain actions to be takerhbyBank including among others: continue to redigréain classified asset balan
maintain strong capital ratios, improve lendingigies and practices, and retain qualified managéerasrstated in the terms of
order.

One of Managemerd'top priorities has and will continue to be toueel it problem assets. The order services to fozemain(
reinforce the Company’s on-goings plans to stremgtthe Company’s operations and to implement thekBastrategic plal
Currently the Bank has exceeded the Order’'s tasaHyased capital ratio goal of 13% and Management @gpe achieve tt
leverage ratio target of 10% by year-end withoatitijection of any new capital.

See Note 2 — “Regulatory Matters” of the Compan@ansolidated Financial Statements in Item 8Fiancial Statements a
Supplementary Data of this Annual Report on Fortd i@ additional information related to the Order.

Business ConcentrationsNo individual or single group of related customec@unts is considered material in relation to tlhal&
assets or deposits, or in relation to our ovenadliless. However, at December 31, 2010 approxign&@% of the Banls total loal
portfolio consisted of real estasecured loans, including real estate mortgage Jaaas$ estate construction loans, consumer €
lines of credit, and agricultural loans securedési estate. Moreover, our business activitiescareently focused in the Califorr
counties of Plumas, Nevada, Placer, Lassen, Md8loasta and Sierra and Washoe County in NevadaeGoestly, our results
operations and financial condition are dependewnuge general trends in these economies and,rticylar, the residential al
commercial real estate markets. In addition, theceatration of our operations in these areas ofd&@aia and Nevada exposes u
greater risk than other banking companies with dewgeographic base in the event of catastroplies, & earthquakes, fires :
floods in these regions in California and Nevada.

Competition . With respect to commercial bank competitors,kibsiness is largely dominated by a relatively smathber of majc
banks with many offices operating over a wide gapbical area. These banks have, among other ademntie ability to finan
wideranging and effective advertising campaigns analltzate their resources to regions of highesutyaid demand. Many of t
major banks operating in the area offer certainises that we do not offer directly but may offadirectly through corresponds
institutions. By virtue of their greater total cgization, such banks also have substantially ériganding limits than we do. F
customers whose loan demands exceed our legalntptidiit, we attempt to arrange for such loans opasticipation basis wi
correspondent or other banks.

In addition to other banks, our competitors inclsdeings institutions, credit unions, and numenoaisbanking institutions such
finance companies, leasing companies, insurancepaoies, brokerage firms, and investment bankinmdirin recent yeal
increased competition has also developed from afieeil finance and nofinrance companies that offer wholesale financedlit
card, and other consumer finance services, inojudmline banking services and personal financial saftw&trong competition fi
deposit and loan products affects the rates ofethweducts as well as the terms on which they #erenl to customers. Merge
between financial institutions have placed adddlazompetitive pressure on banks within the indusirstreamline their operatiol
reduce expenses, and increase revenues. Compét#onlso intensified due to federal and statestate banking laws enactec
the mid-19908, which permit banking organizations to expana iather states. The relatively large California kearhas bee
particularly attractive to out-datate institutions. The Financial Modernization Aghich became effective March 11, 2000, has r
it possible for full affiliations to occur betwedranks and securities firms, insurance companias oétmer financial companies, ¢
has also intensified competitive conditions.
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Currently, within the Banlg branch service area there are 64 banking brdfficeof competing institutions, including 28 bctue:
of 7 major banks. As of June 30, 2010, the Federglosit Insurance Corporation estimated the Bamkarket share of insur
deposits within the communities it serves to bdollews: Chester 72%, Quincy 57%, Portola 52%, #d8150%, Fall River Mill
40%, Kings Beach 35%, Susanville 34%, Truckee 17&hpe City 4%, Redding less than 1% and 100% ir@s#e. Redding is tt
location of our most recently opened branch, wiiebame operational in June 2007.

Technological innovations have also resulted ingased competition in financial services marketghSnnovation has, for examg
made it possible for nodepository institutions to offer customers autordateansfer payment services that previously °
considered traditional banking products. In additimany customers now expect a choice of delivgsyesns and channels, includ
telephone, mail, home computer, mobile, ATMs, &dlvice branches, and/or $twre branches. The sources of competition in
products include traditional banks as well as sgiassociations, credit unions, brokerage firmspagyamarket and other mut
funds, asset management groups, finance and iri@@mpanies, internenly financial intermediaries, and mortgage ban
firms.

For many years we have countered rising compethipproviding our own style of communityiented, personalized service.
rely on local promotional activity, personal contaby our officers, directors, employees, and dh@ders, automated Zdoul
banking, and the individualized service that we peavide through our flexible policies. This apptbaappears to be walkceivel
by our customers who appreciate a more personatastdmermriented environment in which to conduct their finel transaction
To meet the needs of customers who prefer to bledtrenically, we offer telephone banking, mobilenking, remote deposit, a
personal computer and internet banking with billrppant capabilities. This high tech and high touppraach allows the customer:
tailor their access to our services based on geeticular preference.

Employees.At December 31, 2010, the Company and its subsicéanployed 157 persons. On a ftithe equivalent basis, \
employed 146 persons. We believe our employeecioatatre excellent.

Code of Ethics

The Board of Directors has adopted a code of basinenduct and ethics for directors, officers (ideig Plumas Bancorp’principa
executive officer and principal financial officesipnd financial personnel, known as the Corporatee@mnce Code of Ethics. T
Code of Ethics Policy is available on Plumas Bapmwebsite at www.plumasbank.com. Shareholders maqyest a free copy
the Code of Ethics Policy from Plumas Bancorp, Elizabeth Kuipers, Investor Relations, 35 S. Lindarenue, Quincy, Californ
95971.

Supervision and Regulation

The Company.As a bank holding company, we are subject to regulainder the Bank Holding Company Act of 1956aasendec
(the “BHCA”), and are registered with and subjexthe supervision of the Federal Reserve Bank“@RB"). It is the policy of th
FRB, that each bank holding company serve as asairfinancial and managerial strength to its &liasy banks. We are requir
to file reports with the FRB and provide such addial information as the FRB may require. The FRB the authority to examine
and our subsidiary, as well as any arrangementgelest us and our subsidiary, with the cost of arghs®xamination to be borne
us.

The BHCA requires us to obtain the prior approvahe FRB before acquisition of all or substanyialll of the assets of any bank
ownership or control of the voting shares of angkbd, after giving effect to the acquisition, weould own or control, directly
indirectly, more than 5% of the voting shares @tthank. Amendments to the BHCA expand the circantsts under which a bz
holding company may acquire control of all or sabstlly all of the assets of a bank located oet$ite State of California.
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We may not engage in any business other than mamagi controlling banks or furnishing services tr subsidiary, with tr
exception of certain activities which, in the opimiof the FRB, are so closely related to bankingpananaging or controlling bar
as to be incidental to banking. In addition, we geeerally prohibited from acquiring direct or iretit ownership or control of mc
than 5% of the voting shares of any company urfesscompany is engaged in such authorized aet$viind the Federal Rese
approves the acquisition.

We and our subsidiary are prohibited from engagingertain tiein arrangements in connection with any extensioareflit, sale ¢
lease of property or provision of services. Fomegle, with certain exceptions, the bank may notéim an extension of credit ol
customer obtaining other services provided by lus,ltank or any other subsidiary of ours, or onanise by the customer not
obtain other services from a competitor. In additifederal law imposes certain restrictions ondsations between the bank anc
affiliates. As affiliates, the bank and we are sehjwith certain exceptions, to the provisiondeaferal law imposing limitations
and requiring collateral for extensions of creditthe bank to any affiliate.

The Bank. As a California statehartered bank that is not a member of the Fed®eabrve, Plumas Bank is subject to prir
supervision, examination and regulation by the FDhe California Department of Financial Institutso(the “DFI")and is subject
applicable regulations of the FRB. The Bankleposits are insured by the FDIC to applicabtgtdi. As a consequence of
extensive regulation of commercial banking actigtin California and the United States, banks artqularly susceptible to chang
in California and federal legislation and regulaspwhich may have the effect of increasing the oésloing business, limitir
permissible activities or increasing competition.

Various other requirements and restrictions undedaws of the United States and the State of @aild affect the operations of -
Bank. Federal and California statutes and regulatieelate to many aspects of the Ban&perations, including reserves ag:
deposits, interest rates payable on deposits, Joansstments, mergers and acquisitions, borrowidgsdends, branching, capi
requirements and disclosure obligations to depesdad borrowers. California law presently permaitsank to locate a branch oft
in any locality in the state. Additionally, Califuia law exempts banks from California usury laws.

Capital Standards. The FRB and the FDIC have riflased capital adequacy guidelines intended to geo& measure of capi
adequacy that reflects the degree of risk assatiaith a banking organizatiosi’'operations for both transactions reported ol
balance sheet as assets, and transactions, simttess of credit and recourse arrangements, waietreported as off-balansbee
items. Under these guidelines, nominal dollar an®uwf assets and credit equivalent amounts of afffiresheet items a
multiplied by one of several risk adjustment petages, which range from 0% for assets with low itnesk, such as certain U.
government securities, to 100% for assets withively higher credit risk, such as business loans.

A banking organization’s risk-based capital ratawe obtained by dividing its qualifying capital lig total riskadjusted assets &
off-balance-sheet items. The regulators measukeadgisted assets and off-balarsteet items against both total qualifying ca
(the sum of Tier 1 capital and limited amounts @2 capital) and Tier 1 capital. Tier 1 capitahsists of common stock, retair
earnings, noncumulative perpetual preferred stockminority interests in certain subsidiaries, legsst other intangible assets. -

2 capital may consist of a limited amount of theowhnce for loan and lease losses and certain dtis#ruments with son
characteristics of equity. The inclusion of elenseat Tier 2 capital is subject to certain otheruiegments and limitations of t
federal banking agencies. Since December 31, #88X-RB and the FDIC have required a minimum ratiqualifying total capite

to risk-adjusted assets and off-balance-sheet iteh&%, and a minimum ratio of Tier 1 capital tskrdadjusted assets and off-
balance-sheet items of 4%.
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In addition to the riskbased guidelines, the FRB and FDIC require bankiggnizations to maintain a minimum amount of Ti
capital to average total assets, referred to atetterage ratio. For a banking organization ratethe highest of the five categol
used by regulators to rate banking organizatidmes,ntiinimum leverage ratio of Tier 1 capital to t@sasets is 3%. It is improbak
however, that an institution with a 3% leveragéoratould receive the highest rating by the regukatince a strong capital posit
is a significant part of the regulatorsitings. For all banking organizations not ratedhia highest category, the minimum level
ratio is at least 100 to 200 basis points above8#heminimum. Thus, the effective minimum leveragga, for all practical purpose
is at least 4% or 5%. In addition to these unifoisk-based capital guidelines and leverage ratios ihaltyaacross the industry, t
FRB and FDIC have the discretion to set individmalimum capital requirements for specific institus at rates significantly abc
the minimum guidelines and ratios.

A bank that does not achieve and maintain the reduiapital levels may be issued a capital direchy the FDIC to ensure 1
maintenance of required capital levels. As disadisg®ve, we are required to maintain certain legélsapital, as is the Bank. T
regulatory capital guidelines as well as the aatagitalization for the Bank and Bancorp as of Deteer 31, 2010 follow:

Requirement for th

Bank to be
Adequately Well Plumas Plumas
Capitalized Capitalized Bank Bancorp
Tier 1 leverage capital rat 4.(% 5.C% 8.€% 8.€%
Tier 1 risk-based capital rati 4.(% 6.C% 12.8% 12.7%
Total risk-based capital rati 8.C% 10.(% 14.(% 13.%

Management believes that the Company and the Batlalintheir capital adequacy requirements as afeDwer 31, 2010 and 20!
however, as a result of the Order the Bank hasedgte maintain capital ratios in excess of thoséndd above as Well
Capitalized”. See Note 2 — “Regulatory Matters” the Company’s Consolidated Financial Statement#eim 8 — Financia
Statements and Supplementary Data of this AnnupbRen Form 10K for information related to the érd

Prompt Corrective Action. Federal banking agencies possess broad powerset@darective and other supervisory action to nee
the problems of insured depository institutiongluding those institutions that fall below one oomn prescribed minimum capi
ratios described above. An institution that, baspdn its capital levels, is classified as well taled, adequately capitalized,
undercapitalized may be treated as though it wethe next lower capital category if the approgrittderal banking agency, a
notice and opportunity for hearing, determines #matunsafe or unsound condition or an unsafe oounts practice warrants st
treatment. At each successive lower capital cayeg@ar insured depository institution is subjecirtore restrictions.

In addition to measures taken under the promptectie action provisions, commercial banking orgations may be subject
potential enforcement actions by the federal reguéafor unsafe or unsound practices in condudtiedy businesses or for violatic
of any law, rule, regulation, or any condition inggd in writing by the agency or any written agreemeith the agenc
Enforcement actions may include the imposition afoaservator or receiver, the issuance of a ceadeesist order that can
judicially enforced, the termination of insurandedeposits (in the case of a depository institytidghe imposition of civil mone
penalties, the issuance of directives to increagdtal, the issuance of formal and informal agrestsiethe issuance of removal |
prohibition orders against instituticaffiliated parties and the enforcement of suchoastithrough injunctions or restraining or¢
based upon a judicial determination that the agevmyld be harmed if such equitable relief was rmanted. Additionally, a holdir
companys inability to serve as a source of strength teitlsidiary banking organizations could serve aadtitional basis for
regulatory action against the holding company.
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Premiums for Deposit Insurance.The deposit insurance fund of the FDIC insuresaustomer deposits up to prescribed limits
each depositor. The Dodelank Wall Street Reform and Consumer Protection @010 in a comprehensive manner revisel
deposit insurance assessment system including peeifis mandate that the FDIC require the base tichvdeposit insuran
assessments are charged be revised from one baskahestic deposits to one based on assets. Antbeg things with respect
the FDIC insurance fund, the Dodd-Frank Wall StiReform and Consumer Protection Act of 2010,

. raised the minimum designated reserve ratio (“DDihich the FDIC must set each year, to 1.35 perfenn the forme
minimum of 1.15 percent) and removed the uppertliom the DRR (which was formerly capped at 1.5 gett an
therefore on the size of the fur

. required that the fund reserve ratio reach 1.36qmarby September 30, 2020 (rather than 1.15 pebgethe end of 201
as formerly required’

. required that, in setting assessments, the FDI€t the effect of requiring that the reservéoraéach 1.35 percent
September 30, 2020 rather than 1.15 percent bgrbeof 2016 on insured depository institutions watal consolidate
assets of less than $10,000,000";

. eliminated the requirement that the FDIC providéd#inds from the fund when the reserve ratio isvbeh 1.35 perce
and 1.5 percent; ar

. continued the FDIG authority to declare dividends when the reseat® rat the end of a calendar year is at
1.5 percent, but granted the FDIC sole discretiodatermining whether to suspend or limit the detian or payment
dividends.

In February 2011, the FDIC adopted conforming regohs mandated by the Dodfdank Wall Street Reform and Consu
Protection Act of 2010 that (i) modifies the defion of an institutions deposit insurance assessment base, (ii) chahg
assessment rate adjustments (and includes the wededebt adjustment, which lowers an institutloassessment rate
recognize the buffer that long-term unsecured arbiglinated debt provides the FD#Deposit Insurance Fund), (iii) revi
the deposit insurance assessment rate scheddigktinf the new assessment base and altered dedajestments; to impleme
the DoddFrank Wall Street Reform and Consumer Protectioh 82010 dividend provisions; (iv) revises thegarinsure
depository institution assessment system to difffitae for risk and determine account losses frargd institution failures th
the FDIC may incur; and to (vi) make technical arider changes to the FDICassessment rules. The new rules are efft
April 1, 2011, and the assessment rate would réetsween a minimum of 2 basis points and a maximfigbdasis points.

addition, the FDIC Board may increase or decreash total base assessment rates up to a maximugageof 2 basis poil
or a fraction thereof or a maximum decrease ofs2shygoints or a fraction thereof (after aggregatimggeases and decreases
the Board deems necessary. In setting assessniesittiee Board shall take into consideration thieviong:

. estimated operating expenses of the Deposit InsarBand.
. case resolution expenditures and income of the Siepsurance Func

« the projected effects of assessments on the capiidlearnings of the institutions paying assessngnthe Depos
Insurance Func

» the risk factors and other factors taken into antpursuant to 12 USC 1817(b)(1); ¢
. any other factors the Board may deem appropt

The new rules would likely lower the overall assessat for smaller banks such as the Bank. Howeves td the significant losses
failed banks and expected losses for banks thafaili there are no assurances that FDIC insurdnod assessments on the B
will not increase, and such increased assessmeytsmaterially adversely affect the profitability thie Bank.

Any increase in assessments or the assessmebrdtehave a material adverse effect on our busjrfggncial condition, results
operations or cash flows, depending on the amouriteguency of the assessment. Furthermore, theCHBlauthorized to rai
insurance premiums under certain circumstances.

The FDIC is authorized to terminate a depositostiintion’s deposit insurance upon a finding by HRIC that the institutiors
financial condition is unsafe or unsound or that thstitution has engaged in unsafe or unsoundtipescor has violated a
applicable rule, regulation, order or condition @ed or imposed by the institutiantegulatory agency. The termination of dej
insurance for the bank would have a material adveffect on our business, financial condition, lssaf operations and/or cz
flows.
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Federal Home Loan Bank SystemThe Bank is a member of the Federal Home Loan B#n&an Francisco (the “FHLB-S)”
Among other benefits, each Federal Home Loan BARKL(B") serves as a reserve or central bank for its membihén its
assigned region. Each FHLB is financed primarignfrthe sale of consolidated obligations of the FHiyBtem. Each FHLB mak
available loans or advances to its members in camgd with the policies and procedures establislyethe Board of Directors of t
individual FHLB. The FHLBSF utilizes a single class of stock with a par gadfi $100 per share, which may be issued, exchg
redeemed and repurchased only at par value. AsHaB Ffmember, the Bank is required to own FHLBSF-capital stock in ¢
amount equal to the greater of:

. a membership stock requirement with an initial 06§25 million (100% o*“membership asset va” as defined), o
. an activity based stock requirement (based on ptage of outstanding advance

The FHLB — SF capital stock is redeemable on figarg written notice, subject to certain conditions.

At December 31, 2010 the Bank owned 21,884 shdrémd-HLB-SF capital stock.

Federal Reserve SystemThe FRB requires all depository institutions to ntain noninterest bearing reserves at specified le
against their transaction accounts and personal time deposits. At December 31, 2010, weswe compliance with the
requirements.

Impact of Monetary Policies. The earnings and growth of the Company are sultge¢he influence of domestic and fore
economic conditions, including inflation, recessard unemployment. The earnings of the Companwféeeted not only by gene
economic conditions but also by the monetary aschfipolicies of the United States and federal eigsnparticularly the FRB. T
FRB can and does implement national monetary poiagh as seeking to curb inflation and combatssoa, by its open marl
operations in United States Government securitiglskey its control of the discount rates applicabl®orrowings by banks from t
FRB. The actions of the FRB in these areas inflaghe growth of bank loans and leases, investramisdeposits and affect
interest rates charged on loans and leases andopadt®posits. The FRB’policies have had a significant effect on theraiuec
results of commercial banks and are expected tdnemto do so in the future. The nature and timicany future changes
monetary policies are not predictable.

Extensions of Credit to Insiders and Transactions wh Affiliates. The Federal Reserve Acand FRB Regulation Oplace
limitations and conditions on loans or extensiohsredit to:

. a bank’s or bank holding company’s executiveceifs, directors and principal shareholdei®(, in most cases, thc
persons who own, control or have power to vote nttoe@ 10% of any class of voting securiti

. any company controlled by any such executive offidgector or shareholder,
. any political or campaign committee controlled ligts executive officer, director or principal shaleler.

Loans and leases extended to any of the above nmmemsost comply with loan-to-ort@errower limits, require prior full boa
approval when aggregate extensions of credibéoperson exceed specified amounts, must be madalstantially the same ter
(including interest rates and collateral) as, asitbiv creditunderwriting procedures that are not less stringjeant, those prevailir
at the time for comparable transactions with mmiders, and must not involve more than the nomisé of repayment or pres¢
other unfavorable features. In addition, Regula@provides that the aggregate limit on extensmingedit to all insiders of a ba
as a group cannot exceed the barnkiimpaired capital and unimpaired surplus. Reguia@ also prohibits a bank from paying
overdraft on an account of an executive officedivector, except pursuant to a written pre-authestimteresbearing extension
credit plan that specifies a method of repaymerd aritten preauthorized transfer of funds from another accotdrthe officer o
director at the bank.
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Consumer Protection Laws and RegulationsThe banking regulatory agencies are focusing gredtention on compliance w
consumer protection laws and their implementingil&iipns. Examination and enforcement have becom imtense in nature, a
insured institutions have been advised to monitoefully compliance with such laws and regulatiofise Company is subject
many federal and state consumer protection an@dgyistatutes and regulations, some of which audgied below.

The Community Reinvestment Atlie “CRA”) is intended to encourage insured depository ingiita, while operating safely a
soundly, to help meet the credit needs of their momties. The CRA specifically directs the federafulatory agencies,
examining insured depository institutions, to assebanks record of helping meet the credit needs of itse@oommunity, includin
low- and moderat&come neighborhoods, consistent with safe anddbanking practices. The CRA further requires thengies t
take a financial institutiols’ record of meeting its community credit needs atoount when evaluating applications for, amottg!
things, domestic branches, mergers or acquisitimnbplding company formationsThe agencies use the CRA assessment fact
order to provide a rating to the financial insiibmt The ratings range from a high of “outstandirtg” a low of ‘substantic
noncompliance.” In its last examination for CRA qaiance, as of August 2005, the Bank was ratedsfeatory.”

The Equal Credit Opportunity Adthe “ECOA”) generally prohibits discrimination in any credarsaction, whether for consume
business purposes, on the basis of race, colagjiaml national origin, sex, marital status, agecépt in limited circumstance
receipt of income from public assistance programsgjood faith exercise of any rights under the Qomer Credit Protection Act.

The Truth in Lending Acfthe “TILA”) is designed to ensure that credit terms are diedlas a meaningful way so that consur
may compare credit terms more readily and knowlaeblye As a result of the TILA, all creditors musseuthe same cre
terminology to express rates and payments, inctutlie annual percentage rate, the finance chdrgegrhount financed, the total
payments and the payment schedule, among othesthin

The Fair Housing Act(the “FH Act”) regulates many practices, including making it urfildvfor any lender to discriminate in
housingrelated lending activities against any person bgead race, color, religion, national origin, seandicap or familial statt
A number of lending practices have been found leycburts to be, or may be considered, illegal utider=H Act, including son
that are not specifically mentioned in the FH Aself.

The Home Mortgage Disclosure Adthe “HMDA"), in response to public concern over credit shortaigesertain urba
neighborhoods, requires public disclosure of infation that shows whether financial institutions seeving the housing credit ne:
of the neighborhoods and communities in which theylocated. The HMDA also includes a “fair lendiragpect that requires 1
collection and disclosure of data about applicawtt laorrower characteristics as a way of identifyrogsible discriminatory lendil
patterns and enforcing anti-discrimination statutes

The Right to Financial Privacy Acfthe “RFPA”) imposes a new requirement for financial institusicio provide new priva
protections to consumers. Financial institutionsstrprovide disclosures to consumers of its privpolicy, and state the rights
consumers to direct their financial institution toshare their nonpublic personal information vtitind parties.

Finally, the Real Estate Settlement Procedures fAbe “RESPA”) requires lenders to provide noncommercial borroweits
disclosures regarding the nature and cost of retdte settlements. Also, RESPA prohibits certainsaie practices, such
kickbacks, and places limitations on the amourgsairow accounts.

Penalties for noncompliance or violations under #fve laws may include fines, reimbursement armeropenalties. Due
heightened regulatory concern related to compliamite CRA, ECOA, TILA, FH Act, HMDA, RFPA and RESPg§enerally, th
Company may incur additional compliance costs areogiired to expend additional funds for investraéntits local communities.
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Recent Legislation and Other Changed-ederal and state laws affecting banking are eddoten time to time, and similarly fede
and state regulations affecting banking are alsmptedi from time to time. The following include sorogthe recent laws a
regulations affecting banking.

The 2010 Tax Relief Act was enacted on DecembeR0I(. The 2010 Tax Relief Act extends on a tempobasis the boni
depreciation for taxable years 2011 and 2012. Frallsbusinesses, the maximum amount and pbas¢hreshold under section ]
for taxable years 2012 are set at $125,000 and,$800respectively, indexed for inflation. The lavsa provided a ongea
reauthorization of federal Ul benefits and cuts &l&xes for employees to 4.2 percent and thoseeseffloyed to 10.4 percent
self-employment income up to $106,800.

The Small Business Jobs Act of 2010 (“SBA Jobs Adhacted in September 2010 provides numerous taakdrior sma
businesses including start up small businessesiramd importantly for insured financial institut®eligibility for participation in
U S Treasury program that will provide a maximun® $8lion for purchases of preferred stock and otiebt instruments issued
eligible financial institutions for the purposeinéreasing credit availability for small businesses

In addition, there are important changes to varlBB# loan administration programs to aid small hasses under the SBA Jobs .
The SBA Jobs Act provides for increasing maximurhividual loan limits of SBA loans, extending thgshér government guaran
level and waiver of borrower fees for certain SBans, and allowing alternative underwriting measuspecifically net worth ai
net income to allow more small businesses to ppdie in certain SBA loans.

The DoddFrank Act, signed into law in July, 2010, will sifjeantly change the current bank regulatory suetand affect tt
lending, investment, trading and operating acgeitdf financial institutions and their holding canpes. The Doddrrank Act create
of a new interagency council, the Financial Systewersight Council that is charged with identifyiagd monitoring the systen
risk to the U.S. economy posed by systemically iigant, large financial companies, including bamiding companies and non-
bank financial companies. The Office of Thrift Snpsion will be eliminated and its powers distribdtamong the Office of t
Comptroller of the Currency, the Federal ReservarB@nd the FDIC. The legislation also establish@sor for capital of insure
depository institutions that cannot be lower thaa $tandards in effect today, and directs the &dmmking regulators to implem:
new leverage and capital requirements within 18thmithat take into account dffalance sheet activities and other risks, inclu
risks relating to securitized products and derixesi

The DoddFrank Act also creates a new Consumer FinancidgeBtion Bureau with broad powers to supervise aridree consumi
protection laws. The Consumer Financial ProtecBoneau has broad rulemaking authority for a widegeaof consumer protecti
laws that apply to all banks and savings instingioncluding the authority to prohibit “unfair, dgative or abusive’acts an
practices. The Consumer Financial Protection Burkas examination and enforcement authority overbahks and savin
institutions with more than $10 billion in asséBsnks and savings institutions with $10 billionless in assets will be examined
their applicable bank regulators. The new legistatallso weakens the federal preemption availablendtional banks and fede
savings associations, and gives state attorneyergehe ability to enforce applicable federal aonsr protection laws.

The legislation also broadens the base for FDI@Qrarsce assessments. Assessments will now be baste @verage consolida
total assets less tangible equity capital of arfona institution. The Doddrank Act also permanently increases the maxi
amount of deposit insurance for banks, saving#inisins and credit unions to $250,000 per depasitgroactive to January 1, 20
and non-interest bearing transaction accounts hakmited deposit insurance through December 31320he Dodd-rank Act als
repeals the prohibition on payment of interest amporate demand deposits.
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Many of the provisions of the Doderank Act will not take effect for at least a yeand the legislation requires various fed
agencies to promulgate numerous and extensive ingrléng regulations over the next several yearthodigh the substance ¢
scope of these regulations cannot be determinethigttime, it is expected that the legislation anmgplementing regulation
particularly those provisions relating to the newnSumer Financial Protection Bureau, will incretise Banks operating ar
compliance costs as it is likely that the Bankkisting regulatory agencies will adopt the samsimilar consumer protections as
new Consumer Financial Protection Bureau will adopt

The Electronic Funds Transfer Act (the “EFTASYovides a basic framework for establishing thétdgliabilities, and responsibiliti
of consumers who use electronic funds transfer T"EBystems. The EFTA is implemented by the FedBrderves Regulation E
which governs transfers initiated through ATMs, maif-sale terminals, payroll cards, automated rabgnouse (“ACH)
transactions, telephone bpjayment plans, or remote banking services. Regul&i was amended in January 2010 to re
consumers to opt in (affirmatively consent) to jggpation in the Bank’s overdraft service programn ATM and onetime debit car
transactions before overdraft fees may be assamsdbe consumer’s account. Notice of the ioptight must be provided to
existing and new customers who are consumers, lanaustomes affirmative consent must be obtained, before ggmmay b
assessed on the consumer’s account for payingougerafts.

The new rule provides bank customers with an onggoight to revoke consent to participation in arevaft service program 1
ATM and onetime debit card transactions, as opposed to beitapeatically enrolled in such a program. The nelg also prohibit
banks from conditioning the payment of overdrais ¢hecks, ACH transactions, or other types ofdaations that overdraw t
consumer’s account on the consumer’s opting intowardraft service for ATM and ortene debit card transactions. For custor
who do not affirmatively consent to overdraft seevifor ATM and ondime debit card transactions, a bank must proviaese
customers with the same account terms, conditiand,features that it provides to consumers whoffilonatively consent, exce
for the overdraft service for ATM and one-time defard transactions.

The mandatory compliance date for the Regulati@mgndments was July 1, 2010 and provided the Bathktlae ability to continu
to assess overdraft service fees or charges otingxisustomer accounts up to August 15, 2010, withabtaining the consumer’
affirmative consent. The Bank’s compliance with tteev Regulation E amendments will have an impadherBanks revenue frot
overdraft service fees and non-sufficient funds§m) charges.

In May 2009 the Helping Families Save Their Homes &f 2009 was enacted to help consumers avoidgaget foreclosures
their homes through certain loss mitigation actimduding special forbearance, loan modificatipreforeclosure sale, deed in |i
of foreclosure, support for borrower housing colinge subordinate lien resolution, and borroweoceation. The new law perm
the Secretary of Housing and Urban Development (W& mortgages either in default or facing immihdefault, to: (1) authori:
the modification of such mortgages; and (2) essabdi program for payment of a partial claim to atgagee who agrees to apply
claim amount to payment of a mortgage on a 1- fandily residence. In implementing the law, the &y of HUD is authorized
(1) provide compensation to the mortgagee for liostome on monthly mortgage payments due to interast reductior
(2) reimburse the mortgagee from a guaranty funtbimection with activities that the mortgageeeiguired to undertake concern
repayment by the mortgagor of the amount owed t®H@3) make payments to the mortgagee on behdafeborrower, under terr
defined by HUD; and (4) make mortgage modificatiaith terms extended up to 40 years from the madlifisn date. The new le
also authorizes the Secretary of HUD to: (1) repsshe mortgage to the mortgagee; (2) act as a r@meant National Mortga(
Association (GNMA, or Ginnie Mae) issuer, or cootraith an entity for such purpose, in order to Iphh@ mortgage into a Ginr
Mae security; or (3) resell the mortgage in accocgawith any program established for purchase éydteral government of insul
mortgages. The new law also amends the ForecloBuegention Act of 2008, with respect to emergensgistance for tt
redevelopment of abandoned and foreclosed homéghpuarhood stabilization), to authorize each sthegt has received certi
minimum allocations and has fulfilled certain reguanents, to distribute any remaining amounts taseith homeowners at risk
foreclosure or in foreclosure without regard to pleecentage of home foreclosures in such areas.
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Also in May 2009, the Credit Card Act of 2009 wameted to help consumers and ban certain praaticesedit card issuers. T
new law allows interest rate hikes on existing beds only under limited conditions, such as whenomotional rate ends, there |
variable rate or if the cardholder makes a latenpayt. Interest rates on new transactions can igerealy after the first ye:
Significant changes in terms on accounts cannotiroagthout 45 days'advance notice of the change. The new law banig
interest rates on customers based on their payreentds with other unrelated credit issuers (swlutdity companies and ott
creditors) for existing credit card balances, tHoegrd issuers would still be allowed to use ursaedefault on future credit c¢
balances if they give at least 45 dagdvance notice of the change. The new law allowswmers to opt out of certain signific
changes in terms on their accounts. Opting out sxeardholders agree to close their accounts anafbdlge balance under the
terms. They have at least five years to pay tharnual. Credit card issuers will be banned from rgpeiredit cards to anyone un
21, unless they have adult signers on the accounts or can show proof they bavagh income to repay the card debt. Credit
companies must stay at least 1,000 feet from omltegnpuses if they are offering free pizza or otfiés to entice students to ap
for credit cards.

The new Act requires card issuers to give card @ticholders “a reasonable amount of tinhe’make payments on monthly bi
That means payments would be due at least 21 deyslzey are mailed or delivered. Credit card ésuvould no longer be able
set early morning or other arbitrary deadlines gayments. When consumers have accounts that cHfeyedt interest rates f
different types of purchases payments in exceghefminimum amount due must go to balances witlhdrignterest rates fir:
Consumers must “opt in” to ovdimit fees. Those who opt out would have their saetions rejected if they exceed their credit &
thus avoiding ovelimit fees. Fees charged for going over the limiiginbe reasonable. Finance charges on outstancédg carc
balances would be computed based on purchases imdlde current cycle rather than going back to ghevious billing cycle t
calculate interest charges. Fees on credit cartsot@&xceed 25 percent of the available creditt imthe first year of the card. Cre
card issuers must disclose to cardholders the goesees of making only minimum payments each marainely how long it woul
take to pay off the entire balance if users onidenthe minimum monthly payment. Issuers must atsvige information on ho
much users must pay each month if they want toofiatheir balances in 36 months, including the antaf interest.

On February 17, 2009, the American Recovery ananRsiment Act of 2009 (“ARRA”was enacted to provide stimulus to
struggling US economy. ARRA authorizes spendin@87 billion, including about $288 billion for tarlief, $144 billion for stai
and local relief aid, and $111 billion for infrastture and science. In addition, ARRA includes tddal executive compensati
restrictions for recipients of funds from the USedsury under the Troubled Assets Relief Prograrth@fEmergency Econon
Stimulus Act of 2008 (“EESA”")The provisions of EESA amended by the ARRA incl@jlexpanding the coverage of the exect
compensation limits to as many as the 25 most highinpensated employees of a TARP funds recipiedtita affiliates for certa
aspects of executive compensation limits and giéctfically limiting incentive compensation of caed executives to ondird of
their annual compensation which is required to &ie n restricted stock that does not vest untibbthe TARP funds are no long
outstanding (note that if TARP warrants remain tanging and no other TARP instruments are outstapdhen such warrar
would not be considered outstanding for purposehisfincentive compensation restriction. In adufitithe board of directors of €
TARP recipient is required under EESA, as amendduate a companyide policy regarding excessive or luxury expendig, a
identified by the Treasury, which may include expes expenditures on entertainment or events; effind facility renovation
aviation or other transportation services; or othetivities or events that are not reasonable edipgmes for staff developme
reasonable performance incentives, or other simieasures conducted in the normal course of thiadmss operations of the TAI
recipient.

On February 10, 2009, the U. S. Treasury, the RédReserve Board, the FDIC, the Office of the Cawifer of the Currency, ai
the Office of Thrift Supervision all announced amwehensive set of measures to restore confident®istrength of U.S. financ
institutions and restart the critical flow of creth households and businesses. This programéaded to restore the flows of cre
necessary to support recovery.
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The core program elements include:

* A new Capital Assistance Program to help ensuré dba banking institutions have sufficient capital withstand th
challenges ahead, paired with a supervisory promegsoduce a more consistent and forwiamamking assessment of 1
risks on bank’ balance sheets and their potential capital ne

. A new PublicPrivate Investment Fund on an initial scale of ap$500 billion, with the potential to expand up &t
trillion, to catalyze the removal of legacy asdeten the balance sheets of financial institutionkis fund will combin
public and private capital with government financto help free up capital to support new lend

. A new Treasury and Federal Reserve initiativelt@amatically expand — up to $1 trillion — the ekigt Term Asset-
Backed Securities Lending Facility (TALF) in orderreduce credit spreads and restart the secutitizedit markets th
in recent years supported a substantial portidarafing to households, students, small businesselspthers

. An extension of the FDIG Temporary Liquidity Guarantee Program to Octdder 2009. A new framework
governance and oversight to help ensure that baedeiving funds are held responsible for appropnate of those fun
through stronger conditions on lending, dividendd aexecutive compensation along with enhanced tiegaio the public

In October 2008, the President signed the Emerg&umnomic Stabilization Act of 2008 (“EESA”)n response to the glot
financial crisis of 2008 authorizing the United t8taSecretary of the Treasury with authority tonsbep to $700 billion to purche
distressed assets, especially mortgage-backeditsessuunder the Troubled Assets Relief ProgramARP”) and make capit
injections into banks under the Capital Purchasgm. EESA gives the government the unprecedemni#tbrity to buy trouble
assets on balance sheets of financial institutiorer the Troubled Assets Relief Program and ise®éhe limit on insured depo
from $100,000 to $250,000 through December 31, 280fne of the other provisions of EESA are as fadlo

. accelerated from 2011 to 2008 the date that theraé&eserve Bank could pay interest on depositmnks held with tr
Federal Reserve to meet reserve requirem

»  to the extent that the U. S. Treasury purchasesgage securities as part of TARP, the Treasury ghalement a plan
minimize foreclosures including using guarantees @edit enhancements to support reasonable lodifinations, and t
the extent loans are owned by the government teartrto the reasonable modification of such lo

. limits executive compensation for executives forRIFAparticipating financial institutions includingr@aximum corpora
tax deduction limit of $500,000 for each of the foge highest paid executives of such instituticequiring clawbacks
incentive compensation that were paid based orcimate or false information, limiting golden parat#s for involuntar
and certain voluntary terminations to 2.99x theerage annual salary and bonus for the last fieesyeand prohibiting tt
payment of incentive compensation that encouragmsagement to take unnecessary and excessive rigksespect t
the institution,;

. extends the mortgage debt forgiveness provisiothefMortgage Forgiveness Debt Relief Act of 2007thmee yeal
(2012) to ease the income tax burden on thosevedalith certain foreclosures; a

. qualified financial institutions may count losses BNMA and FHLMC preferred stock against ordinamgdme, rathe
than capital gain incom:

On February 10, 2009, the Treasury Secretary arusolia new comprehensive financial stability legisfa(the ‘Financial Stabilit
Plan”), which earmarked the second $350 billion of unusetl$ originally authorized under the EESA. The majements of tt
Financial Stability Plan included: (i) a capitabes$ance program that has invested in convertitdéepred stock of certain qualifyi
institutions, (ii) a consumer and business lendimgjative to fund new consumer loans, small busséoans and commerc
mortgage assddacked securities issuances, (iii) a public/privatestment fund intended to leverage public andape capital witl
public financing to purchase up to $500 billior$b trillion of legacy “toxic assetdtom financial institutions, and (iv) assistance
homeowners by providing up to $75 billion to reducertgage payments and interest rates and estaglishan modificatio
guidelines for government and private programs.
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On October 22, 2009, the Federal Reserve Boar@dsaucomprehensive proposal on incentive compe@msatlicies intended
ensure that the incentive compensation policiebariking organizations do not undermine the safely soundness of su
organizations by encouraging excessive taking. The proposal, which covers all employees bave the ability to materially affe
the risk profile of an organization, either indivally or as part of a group, is based upon the fegciples that a banki
organization’s incentive compensation arrangemshtuld (i) provide incentives that do not encouraig&-taking beyond tr
organization$ ability to effectively identify and manage riski§) be compatible with effective internal contsand risk manageme
and (iii) be supported by strong corporate govetearincluding active and effective oversight by tmganizations board ¢
directors. The proposal also contemplates a ddtadleiew by the Federal Reserve Board of the ineemompensation policies a
practices of a number of “large, complex bankingamizations.”Any deficiencies in compensation practices thatideatified ma
be incorporated into the organizatisrsupervisory ratings, which can affect its abitiymake acquisitions or perform other acti
In addition, the proposal provides that enforcenaations may be taken against a banking organizittits incentive compensati
arrangements or related risk-management contrgbeernance processes pose a risk to the organizmsafety and soundness
the organization is not taking prompt and effectineasures to correct the deficiencies. Similarty,January 12, 2010, the FC
announced that it would seek public comment thrcaNance notice of rule making on whether bankk wimpensation plans tl
encourage risky behavior should be charged at higgagosit assessment rates than such banks wdwddrase be charged.

On September 3, 2009, the U.S. Treasury issuediey pgiatement entitled Principles for Reforming the U.S. and Internatic
Regulatory Capital Framework for Banking Firm3he statement was developed in consultation with thS. bank regulato
agencies and sets forth eight “core principlie¢é&nded to shape a new international capital acc®ix of the core principles rel;
directly to bank capital requirements. The statengentemplates changes to the existing regulatapjtal regime that would invol
substantial revisions to, if not replacement ofjanparts of the Basel | and Basel Il and affettedulated banking organizations i
other systemically important institutions. The staént calls for higher and stronger capital reqoéets for bank and ndomank
financial firms that are deemed to pose a riskirtarfcial stability due to their combination of sieverage, interconnectedness
liquidity risk. The statement suggested that chartgethe regulatory capital framework be phasedvier a period of several ye
with a recommended schedule providing for a comgmsive international agreement by December 31, 20tith the
implementation of reforms by December 31, 2012 aigh it does remain possible that U.S. bank réguylaagencies could official
adopt, or informally implement, new capital stamtdaat an earlier date. Following the issuance efstatement, on December
2009, the Basel committee issued a set of propg¢teds'Capital Proposalsthat would significantly revise the definitions ier 1
capital and Tier 2 capital, with the most signifitahanges being to Tier 1 capital. Most notabhe Capital Proposals wot
disqualify certain structured capital instrumerstigch as trust preferred securities, from Tier litahptatus. The Capital Propos
would also reemphasize that common equity is the predominanpoont of Tier 1 capital by adding a minimum comneguity tc
risk-weighted assets ratio and requiring that goodgéheral intangibles and certain other items theeotly must be deducted frc
Tier 1 capital instead be deducted from commontgeqs a component of Tier 1 capital. The Capitalppsals also leave open
possibility that the Basel committee will recommaetinges to the minimum Tier 1 capital and totaitehratios of 4.0% and 8.0'
respectively. Concurrently with the release of @apital Proposals, the Basel committee also reteasset of proposals relatec
liquidity risk exposure (the “Liquidity Proposals™he Liquidity Proposals have three key elementduiting the implementation
(i) a “liquidity coverage ratio” designed to ensutmt a bank maintains an adequate level of unehewed, highguality asse
sufficient to meet the bank’s liquidity needs oeeB0-day time horizon under an acute liquidity strecenario, (ii) arfet stabl
funding ratio” designed to promote more medium brdy-term funding of the assets and activities aflks over a ongear time
horizon, and (iii) a set of monitoring tools thditet Basel committee indicates should be consideseth@ minimum types

information that banks should report to supervisansl that supervisors should use in monitoring liheidity risk profiles o
supervised entities.
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In California, SB931 enacted in 2010 requires tbklér of a first mortgage or deed of trust thasesured by X% family residentic
real property to accept as full payment, the prdseaf a short sale to which it agrees to in writingd obligates the holder
discharge the remaining amount of a borrowearidebtedness on such mortgage or deed of trustu@ies borrowers that ¢
corporate entities or political subdivisions), epice the extent the borrower has committed fraudiaste upon the property.

The enactment of AB 2325 in 2010 requires foredleswnsultants register and become certificatethéyDepartment of Justice. 1
definition of foreclosure consultant includes onleovarranges or attempts to arrange for the audihgfobligation secured by a |
on a residence in foreclosure.

The enactment of SB1427 in 2010 provides that giwoimposing a fine or penalty for failure to maim a vacant property
California that is subject to a notice of defaultlat has been purchased at a foreclosure saleqoired through foreclosure unds
mortgage or deed of trust that a governmental yestiall provide the owner of that property with atice of violation and ¢
opportunity to correct the violation.

The enactment of AB329 in 2009, the Reverse Mordalgler Protection Act of 2009 prohibits a lenderaay other person wil
participates in the origination of the mortgagenrparticipation in, being associated with, or ergpig any party that participates
or is associated with any other financial or insgeaactivity or referring a prospective borroweiattyone for the purchase of ot
financial or insurance products; and imposes aediclosure requirements on the lender.

The enactment of AB1160 in 2009, requires a supedvifinancial institution in California that nega#s primarily in any of
number of specified languages in the course ofrigténto a contract or agreement for a loan oeesion of credit secured
residential real property, to deliver, prior to tAgecution of the contract or agreement, and ner ldtan 3 business days a
receiving the written application, a specified fommthat language summarizing the terms of theraghior agreement; provides
administrative penalties for violations; and regaithe California Department of Corporations anel Erepartment of Financ
Institutions to create a form for providing trarislas and make it available in Spanish, Chinesggallca, Viethamese and Kore
The statute became operative on July 1, 2010, aia98 after issuance of the form, whichever occulater.

The enactment of AB 1291 in 2009 makes change$doQalifornia Unclaimed Property Law including (amgoother things
allowing electronic notification to customers whavie consented to electronic notice; requiring thatices contain certe
information and allow the holder to provide elenitbomeans to enable the owner to contact the hdfddieu of returning th
prescribed form to declare the owrseitent; authorizing the holder to give additionatices; and requiring, beginning Janual
2011, a banking or financial organization to prevadwritten notice regarding escheat at the timevaaccount or safe deposit bo
opened.

The enactment of SB306 makes specified changesatiycexisting law related to filing a notice ofefhult on residential re
property in California, including (among other th&): clarifying that the provisions apply to morgga and deeds of trust recor
from January 1, 2003 through December 31, 200Ureddy ownemlccupied 3 4 residential real property containiogmore than
dwelling units; revising the declaration to be dil&ith the notice of default; specifying how thefoservicers have to maximize
present value under their pooling and servicingeagrents applies to certain investors; specifying lamd when the notice
residents of property subject to foreclosure ibeamailed; and extending the time during whichribéice of sale must be recor«
from 14 to 20 days. The bill also makes certaimgeas related to short-pay agreements and shordgragnd statements.

On February 20, 2009, Governor Schwarzenegger &igki2X2 7 and SBX2 7, which established the Califariroreclosur
Prevention Act. The California Foreclosure Prevanthct modifies the foreclosure process to prowadditional time for borrowe
to work out loan modifications while providing areenption for mortgage loan servicers that have @manted a comprehens
loan modification program. Civil Code Section 2%&8.requires an additional 90 day period beyondpbeod already provide
before a Notice of Sale can be given in order lmnahll parties to pursue a loan modification teyent foreclosure of loans meel
certain criteria identified in that section.
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A mortgage loan servicer who has implemented a cehgmsive loan modification program may file anliagpion for exemptio
from the provisions of Civil Code Section 2923.8qproval of this application provides the mortgdgan servicer an exempti
from the additional 90-day period before filing tHetice of Sale when foreclosing on real propedyezed by the new law.

California Assembly Bill 1301 was signed by the @mor on July 16, 2008 and became law on Janu&9d9. Among other thing
the bill eliminated unnecessary applications th@atseme time and resources of bank licensees anchvithimany cases are n
perfunctory. All of current Article 5 — “Locationsf Head Office” of Chapter 3, and all of Chapter4 “Branch Offices, Othu
Places of Business and Automated Teller Machinesfewepealed. A new Chapter 4 — “Bank Officegds added. The n¢
Chapter 4 requires notice to the California Departof Financial Institutions (“DFI"}he establishment of offices, rather than
current application process. Many of the curreranbh applications are perfunctory in nature ang@mvide for a waiver (
application. Banks, on an exception basis, mayutiest to more stringent requirements as deemeessacy. As an example, n
banks, banks undergoing a change in ownership ankiskin less than satisfactory condition may be&ired to obtain prior approy
from the DFI before establishing offices if suchivty is deemed to create an issue of safety anth@ness. The bill eliminat
unnecessary provisions in the Banking Law thateitreer outdated or have become undue restrictmhaink licensees. Chapter6
“Powers and Miscellaneous Provisions” was repealedew Chapter 6 — “Restrictions and ProhibiteddHcas” was added. Th
chapter brings together restrictions in bank ati¢isi as formerly found in Chapter 18 — “ProhibitPdactices and Penalties.”
However, in bringing the restrictions into the nelapter, various provisions were updated to rentbgeneed for prior approval
the DFI Commissioner. The bill renumbered curreahlBng Law sections to align like sections. Chagtér— “Authorizations fo
Banks”was added. The purpose of the chapter is to prasideptions to certain activities that would othiseabe prohibited by oth
laws outside of the Financial Code. The bill addeticle 1.5 — “Loan and Investment Limitations” @hapter 10 — Commercis
Banks.” This article is new in concept and acknalgks that investment decisions are business dasisioso long as there is
diversification of the investments to spread armsk.riThe risk is diversified in this article by plag a limitation on the loans a
investments that can be made to any one entitys 3&ction is a tradeff for elimination of applications to the DFI fapproval o
investments in securities, which were repealed.

Other changes AB 1301 made to the Banking Law:

»  Authorized a bank or trust acting in any capacitger a court or private trust to arrange for thpodé of securities in
securities depository or federal reserve bank,podided how they may be held by the securitieoditpry;

. Reduced from 5% to 1% the amount of eligible asget®e maintained at an approved depository byfficeaof a foreigi
(other nation) bank for the protection of the iet#s of creditors of the barskbusiness in this state or for the protectic
the public interest

. Enabled the DFI to issue an order against a baekdiee parent or subsidia

. Provided that the examinations may be conductedténnate examination periods if the DFI conclutleg an examinatic
of the state bank by the appropriate federal regutzrries out the purpose of this section, bat@ifrl may not accept tv
consecutive examination reports made by federailaty's;

. Provided that the DFI may examine subsidiariesvafng California state bank, state trust companyl fomeign (othe
nation) bank to the extent and whenever and as ai¢he DFI shall deem advisat

. Enabled the DFI issue an order or a final ordendw include any bank holding company or subsidiryhe bank, tru:
company, or foreign banking corporation that islatiog or failing to comply with any applicable lawr is conductin
activities in an unsafe or injurious mann

. Enabled the DFI to take action against a person hd®engaged in or participated in any unsafe spwmd act wit
regard to a bank, including a former employee wa® left the bank
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Recent Accounting Pronouncements

See Note 3 — “Summary of Significant AccountingiBiek — Adoption of New Financial Accounting Starite of the Company
Consolidated Financial Statements in Item 8rancial Statements and Supplementary Data ofthigial Report on Form 10K f
information related to recent accounting pronoureeis

ITEM 1A. RISK FACTORS

As a smaller reporting company we are not requingatovide the information required by this item.

ITEM 1B. UNRESOLVED STAFF COMMENTS

No comments have been submitted to the registsatitdostaff of the Securities Exchange Commiss

ITEM 2. PROPERTIES

Of the Companys eleven depository branches, ten are owned andsdrased. The Company also leases two lendirigesffan
owns four administrative facilities.

Owned Properties

35 South Lindan Avenue 32 Central Avenue 80 W. Main St.

Quincy, California (1 Quincy, California (1 Quincy, California (3

424 N. Mill Creek 336 West Main Street 120 North Pine Street
Quincy, California (1 Quincy, Californis Portola, Californie

43163 Highway 299E 121 Crescent Street 255 Main Street

Fall River Mills, California Greenville, Californie Chester, Californii

510 North Main Street 3000 Riverside Drive 8475 North Lake Boulevard
Alturas, Californis Susanville, Californic Kings Beach, Californii
11638 Donner Pass Road 2175 Civic Center Drive

Truckee, Californit Redding, Californie

Leased Properties

243 North Lake Boulevar 1005 Terminal Way, Ste. 2¢ 470 Nevada St., Suite 1!
Tahoe City, Californit Reno, Nevada (1 Auburn, California (2]

(1) Non-branch administrative or credit administrative off.
(2) Commercial lending office
(3) Leased to a third part

Total rental expenses under all leases, includirgmises, totaled $20,000, $317,000 and $347,00@®0itD, 2009 and 20
respectively. The decline in rental expense duélfg0 resulted from the purchase of our Redding dirdwilding on March 3
2010. Previously we had leased this building. UrtHerterms of the lease agreement we were providedrent for a period of tim
however, in accordance with accounting principadsracognized monthly rent expense equal to thépatanents required under-
lease dividend by the term of the lease in montlighe time of the purchase we reversed this atceaegnizing a $184 thouse
reduction in rental expense. The expiration dafethe leases vary, with the first such lease ergiiduring 2011 and the last s
lease expiring during 2015.
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Future minimum lease payments in thousands of idodlee as follows:

Year Ending

December 31

2011 $ 133,00(
2012 128,00(
2013 60,00(
2014 37,00(
2015 9,00(

$ 367,00

The Company maintains insurance coverage on itsipes, leaseholds and equipment, including busimésguption and reco
reconstruction coverage. The branch propertiesramébranch offices are adequate, suitable, in good itiondand have adequ
parking facilities for customers and employees. Toenpany and Bank are limited in their investméntseal property under Fede
and state banking laws. Generally, investmentgah property are either for the Company and Bamkarsare in real property a
real property interests in the ordinary coursenefBank’s business.

ITEM 3. LEGAL PROCEEDINGS

From time to time, the Company and/or its subsydeme a party to claims and legal proceedingsrayigi the ordinary course
business. In the opinion of the Compangianagement, the amount of ultimate liability wigspect to such proceedings will not t
a material adverse effect on the financial conditio results of operations of the Company takea akole.

ITEM 4. (REMOVED AND RESERVED)
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCK - HOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

The Company’s common stock is quoted on the NASD@4pital Market under the ticker symbol “PLBCAs of December 3
2010, there were 4,776,339 shares of the Compastgtk outstanding held by approximately 1,700eth@ders of record as of 1
same date. The following table shows the high amd dales prices for the common stock, for eachtquas reported by Yah

Finance.
Common

Quarter Dividends High Low
4thQuarter 201( — $ 3.0¢ $ 1.92
3 rdQuarter 201( — $ 3.2z $ 2.5
2 ndQuarter 201( — $ 3.3¢ $ 2.4¢
1stQuarter 201( — $ 3.7¢ $ 2.21
4 thQuarter 200¢ — $ 4.8( $ 2.8¢
3 rdQuarter 200¢ — $ 4.9¢ $ 3.8(
2 ndQuarter 200¢ — $ 5.9¢ $ 3.8(
1stQuarter 200¢ — $ 7.81 $ 3.8C

Dividends paid to shareholders by the Company abgest to restrictions set forth in California GeadeCorporation Law, whic
provides that a corporation may make a distributmits shareholders if retained earnings immedbigieor to the dividend payo
are at least equal to the amount of the propossitildition. As a bank holding company without sfigpaint assets other than
equity position in the Bank, the Compasbility to pay dividends to its shareholders agseprimarily upon dividends it receiy
from the Bank.

It is the policy of the Company to periodically tisute excess retained earnings to the shareteoltieough the payment of ci
dividends. Such dividends help promote shareholdére and capital adequacy by enhancing the madoikigtaof the Companys
stock. All authority to provide a return to the sdtelders in the form of a cash or stock dividendpulit rests with the Board
Directors (the Board). The Board will periodically, but on no réguschedule, review the appropriateness of a chagdenc
payment. No common cash dividends were paid in 20010 and none are anticipated to be paid i1201

The Company is subject to various restrictions be payment of dividends. See Note 2 “Regulatory tdat and Note 1
“Shareholders’ Equity — Dividend Restrictions” dfiet Company’s Consolidated Financial Statementstém B — Financia
Statements and Supplementary Data of this AnnupbRen Form 10K.

On January 30, 2009, under the Capital Purchaggrém the Company entered into a Letter Agreentbnt“Purchase Agreemeit”
with the United States Department of the Treastifye@sury”), pursuant to which the Company issued and sold1(949 shares
the Company’s Fixed Rate Cumulative Perpetual PedeStock, Series A (the “Preferred Shares”) and (tenyear warrant t
purchase up to 237,712 shares of the Company’s aconstock, no par value at an exercise price, stigeantidilution adjustment
of $7.54 per share, for an aggregate purchase @fi$21,949,000 in cash. The Series A PreferredkSamd the Warrant were isst
in a private placement exempt from registrationspant to Section 4(2) of the Securities Act of 198 amended. As describel
the following paragraph the Purchase Agreementadastprovisions that restrict the payment of dinde on Plumas Bancc
common stock and restrict the Company’s abilityejourchase Plumas Bancorp common stock.
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Under the Purchase Agreement, prior to Januar@02, unless the Company has redeemed the Prefehegds, or the Treasury
transferred the Preferred Shares to a third p#rgyconsent of the Treasury will be required fa& @ompany to: (1Yleclare or pe
any dividend or make any distribution on sharethefCommon Stock (other than regular quarterly achgldends of not more th:
$0.04 per share or regular seamnual cash dividends of not more than $0.08 pene$hor (2) redeem, purchase or acquire any s
of Common Stock or other equity or capital secesitiother than in connection with benefit planssesient with past practice &
certain other circumstances specified in the Pwefeggreement.

Securities Authorized for Issuance under Equity Corpensation Plans.The following table sets forth securities authadier
issuance under equity compensation plans as ofrie=e31, 2010.

Number of securities remaini
available for future issuan
Number of securities Weighte-average under equity compensatic
be issued upon exerc exercise price ¢ plans (excluding securitie
of outstanding option outstanding optior reflected in column (&

Plan Categor (@) (b) (c)
Equity compensation plans approved by security
holders 312,03( $ 13.41 561,15!
Equity compensation plans not approved by security
holders None Not Applicable None
Total 312,03( $ 13.41 561,15!

For additional information related to the abovenplaee Note 12 of the Company’s Consolidated FiahBtatements in Item 8-
Financial Statements and Supplementary Data ofthigial Report on Form 10K.

Issuer Purchases of Equity SecuritiesThere were no purchases of Plumas Bancorp commok by the Company during 2010.
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ITEM 6. SELECTED FINANCIAL DATA

The following table presents a summary of selefitexhcial data and should be read in conjunctiotihwie Company consolidate
financial statements and notes thereto include@&uhtedm 8 — Financial Statements and Supplemeiaty.

Statement of Operations

Interest incomt

Interest expens
Net interest incom

Provision for loan losse

Noninterest incom

Noninterest expens

Provision for (benefit from) income tax
Net income (loss

Balance sheet (end of perioc
Total asset

Total loans

Allowance for loan losse
Total deposit:

Total shareholde’ equity

Balance sheet (period average
Total asset

Total loans

Total deposit:

Total shareholde’ equity

Capital ratios
Leverage ratic
Tier 1 risk-based capite
Total risk-based capite

Asset quality ratios
Nonperforming loans/total loat
Nonperforming assets/total ass
Allowance for loan losses/total loa
Net loan charc-offs

Performance ratios

Return (loss) on average ass

Return (loss) on average common eq
Return (loss) on average equ

Net interest margil

Loans to deposit

Efficiency ratio

Per share information

Basic earnings (los:

Diluted earnings (loss

Common cash dividenc

Dividend payout ratic

Book value per common she

Common shares outstanding at period

At or for the year ended December 31

2010 2009 2008 2007 2006
(dollars in thousands except per share informatic
$ 20,68( $ 22,83t % 25,44 % 30,28 % 29,48:
3,147 3,65¢ 5,36¢ 8,53¢ 6,954
17,53: 19,18: 20,07¢ 21,74¢ 22,52¢
5,50C 14,50( 4,60( 80C 1,00(¢
8,561 5,752 5,091 5,44¢ 5,15¢
19,23¢ 26,35¢ 20,47¢ 19,67 18,29(
38¢ (6,775 (212) 2,50z 3,19¢
$ 971 $ (9,14¢) $ 304 $ 4,22 3 5,20z
$ 48448( $ 528,117 $ 457,17% $ 453,11! $ 473,23
$ 314200 $ 33267¢ $ 366,010 $ 352,94 $ 354,71.
$ 7,32¢  $ 9,56¢ % 7,22¢  $ 4,211 $ 3,91
$ 42488 $ 43325! $ 371,490 $ 39194 $ 402,17t
$ 37,98¢ % 38,23. % 35,437 % 37,13¢ % 35,85:
$ 500,08: $ 490,000 $ 447,72( $ 464,97: $ 468,98!
$ 32390t $ 35448. $ 35541t $ 353,38 $ 335,22
$ 430,777 $ 403,89t $ 38227¢ $ 403,77: $ 415,70
$ 38,94 $ 4383¢ $ 37,34: % 37,047 % 33,68:
8.9% 7.% 9.8% 10.(% 9.5%
12.7% 10.4% 11.(% 11.€% 10.%
13.%% 11.6% 12.2% 12.7% 11.8%
8.07% 4.3(% 7.31% 0.7% 0.2%
7.01% 4.8%% 6.7&% 0.7(% 0.22%
2.3% 2.88% 1.97% 1.1%% 1.1(%
$ 7,742 $ 12,15¢ $ 1587 $ 50€ $ 33¢
0.19% (21.87)% 0.07% 0.91% 1.11%
1.1% (29.5% 0.8% 11.2% 15.2%
2.5% (20.9% 0.8% 11.4% 15.2%
4.28% 4.52% 4.9% 5.18% 5.32%
73.% 76.8% 98.5% 90.1% 88.2%
73.1% 105.%% 81.4% 72.2% 66.1%
$ 0.0¢€ $ (205 % 0.0 $ 08t $ 1.04
$ 0.0¢€ $ (205 $ 0.0€ $ 084 $ 1.0Z
$ 0.0C $ 0.0 % 024 $ 03C $ 0.2¢
—% —% 40C% 35.2% 25.%
$ 551 §$ 558 $ 74z % 76 % 7.1¢4
4,776,33! 4,776,33! 4,775,33! 4,869,13 5,023,20!
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

General

We are a bank holding company for Plumas Bank, [fc@#@a stateehartered commercial bank. We derive our incomenarily
from interest received on real estate related, cerni@ and consumer loans and, to a lesser extgatest on investment securiti
fees received in connection with servicing depasi loan customers and fees from the sale of Id®@usmajor operating expen:
are the interest we pay on deposits and borrownamgisgeneral operating expenses. We rely on logaherated deposits to prov
us with funds for making loans.

We are subject to competition from other finandratitutions and our operating results, like thaseother financial institutior
operating in California, are significantly influeaat by economic conditions in California, includitige strength of the real est
market. In addition, both the fiscal and regulatpojicies of the federal and state government agdilatory authorities that gove
financial institutions and market interest ratesbampact the Bank’s financial condition, result®perations and cash flows.

Critical Accounting Policies

Our accounting policies are integral to understagdhe financial results reported. Our most comg@egounting policies requi
managemens$ judgment to ascertain the valuation of assetbiliies, commitments and contingencies. We hataldished detaile
policies and internal control procedures that aterided to ensure valuation methods are appliesh ienvironment that is desigr
and operating effectively and applied consistefriyn period to period. The following is a brief degption of our current accounti
policies involving significant management valuatjopdgments.

Allowance for Loan LossesThe allowance for loan losses is an estimate adictesses inherent in the Compasyban portfolit
that have been incurred as of the balastoeet date. The allowance is established throyghb\asion for loan losses which is char
to expense. Additions to the allowance are expetitechaintain the adequacy of the total allowanderadredit losses and lo
growth. Credit exposures determined to be uncdtiiscare charged against the allowance. Cash redein previously charged
amounts is recorded as a recovery to the allowahikee.overall allowance consists of two primary comgnts, specific resen
related to impaired loans and general reserveimifi@rent losses related to loans that are not iragai

We evaluate our allowance for loan losses quartévlg believe that the allowance for loan lossess ‘feritical accounting estimate”
because it is based upon managenseassessment of various factors affecting the atddiéty of the loans, including curre
economic conditions, past credit experience, dakmgy status, the value of the underlying colldtéfrany, and a continuing revie
of the portfolio of loans.

We cannot provide you with any assurance that enindifficulties or other circumstances which wowdversely affect ol
borrowers and their ability to repay outstandingne will not occur which would be reflected in ieased losses in our loan portfc
which could result in actual losses that exceedries previously established.

Other Real Estate Owned.Other real estate owned (OREO) represents propedeguired through foreclosure or phys
possession. Writdewns to fair value at the time of transfer to ORBOcharged to allowance for loan losses. Subsdqio
foreclosure, we periodically evaluate the valu®©&EO held for sale and record a valuation allowdnc@ny subsequent decline:
fair value less selling costs. Subsequent declinegalue are charged to operations. Fair valueaseld on our assessmen
information available to us at the end of a reparperiod and depends upon a number of factorkjdimg our historical experienc
economic conditions, and issues specific to indigldproperties. Our evaluation of these factorolives subjective estimates ¢
judgments that may chang
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Income Taxes.The Company files its income taxes on a consolaibtesis with its subsidiary. The allocation of inmtax expen:
(benefit) represents each entity’s proportionateelof the consolidated provision for income taxes.

Deferred income taxes reflect the estimated futareeffects of temporary differences between thpomed amount of assets
liabilities for financial reporting purposes andcckulamounts as measured by tax laws and regulafdasuse an estimate of fut
earnings to support our position that the bendfiour deferred tax assets will be realized. A varaallowance is recognized
based on the weight of available evidence, managebsieves it is more likely than not that sometipo or all of the deferred ti
assets will not be realized. If future income skdgmiove norexistent or less than the amount of the deferredisaets within the ti
years to which they may be applied, the asset mapenrealized and our net income will be redu

When tax returns are filed, it is highly certaimtttsome positions taken would be sustained upomigedion by the taxin
authorities, while others are subject to unceryaaiiout the merits of the position taken or the amof the position that would
ultimately sustained. The benefit of a tax positiemecognized in the financial statements in thdqa during which, based on
available evidence, management believes it is riket/ than not that the position will be sustaingabn examination, including t
resolution of appeals or litigation processesnif.al ax positions taken are not offset or aggredjat¢h other positions. Tax positic
that meet the more-likely-thamst recognition threshold are measured as thedaegaount of tax benefit that is more than 50 p#
likely of being realized upon settlement with thaplcable taxing authority. The portion of the bfitseassociated with tax positic
taken that exceeds the amount measured as desalmee is reflected as a liability for unrecognized benefits in th
accompanying balance sheet along with any assdciaterest and penalties that would be payablé¢otaixing authorities upi
examination.

Stock-Based Compensation Compensation cost is recognized for all stocketiaawvards that vest subsequent to January 1,
based on the grant-date fair value of the awards.bélieve this is a “critical accounting estimaséice the grantiate fair value |
estimated using the Black-Scholes-Merton optoising formula, which involves making estimates tbe assumptions usi
including the expected term of the option, expesteldtility over the option term, expected divideyidld over the option term a
risk-free interest rate. In addition, when determinihg tompensation expense to amortize over the gepeniod, manageme
makes estimates about the expected forfeitureofaiptions.

The following discussion is designed to provide edtdr understanding of significant trends relatedhte Companyg financia
condition, results of operations, liquidity and itab It pertains to the Comparg/financial condition, changes in financial corati
and results of operations as of December 31, 20H(2809 and for each of the three years in theodended December 31, 20
The discussion should be read in conjunction with@ompanys audited consolidated financial statements anesnthiereto and tl
other financial information appearing elsewhereshrer

Overview

Our Company continues to be affected by an econatownturn unprecedented in recent memory. Howetber,effect of thi
downturn on operations lessened in 2010. The Coypeecorded net income of $971 thousand for the pealed December &
2010, an increase of $10.1 million from a net l06$9.1 million for the year ended December 31,2660d up $667 thousand fr
net income of $304 thousand for the year ended mbee31, 2008. Our provision for loan losses walssggnificantly elevated fror
historical norms at $5.5 million, but was down $8lion from 2009 levels. Additionally our provisiofor losses on OREO declin
by $4.4 million from $4.8 million in 2009 to $356dusand during 2010. We also benefited from a 82l§&n increase in non-
interest income primarily related to a $1.4 milligain on the sale of our merchant processing dartiond $1.2 million in gains ¢
sale of investments. Nanterest expense, exclusive of the provision forBORIosses, declined by $2.7 million with reductiafi
$1.3 million in salary and benefits, $663 thousandccupancy and equipment expense and $691 thdusaall other norinteres
expense. Partially offsetting these items was dirdedn net interest income of $1.6 million. Thesu#t was pretax income
$1.4 million for the year ended December 31, 20Hds compares to a pretax loss of $15.9 millio2@99 and pretax income of §
thousand in 2008. We recorded a provision for inedaxes of $389 thousand compared to tax bendft6.8 million in 2009 an
$212 thousand in 2008.
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Net income (loss) allocable to common shareholdeeased from a net loss of $9.8 million during trear ended December
2009 to net income of $287 thousand during 2016ortre (loss) allocable to common shareholders isutated by subtracti
dividends accrued and discount amortized on predestock from net income (loss).

Total assets at December 31, 2010 decreased $4Bdor 8.3% to $484 million. Decreases inclu$i24.9 million in investme
securities, $16.3 million in net loans, $2.4 million real estate and vehicles acquired throughcfoseire. Net loans total
$307.1 million at December 31, 2010, down 5% froB2%4 million at December 31, 2009. At December 3210 investme!
securities totaled $63.0 million compared to $87iBion at December 31, 2009. Investment securiéigs mostly composed of d
securities issued by agencies of the U.S. Goverhmen

Decreases of $6.1 million in interdstaring demand (NOW) accounts, $5.0 million in tideposits, $1.9 million in money mar
accounts and $0.2 million in nonterest bearing demand accounts were, somewlsgtdsfy an increase of $4.8 million in savi
accounts, for a total decrease of $8.4 million1.&%, to $424.9 million at December 31, 2010 frof3% 3 million at December &
2009. During 2009 the Company had been successiutieasing its interestearing demand accounts as a result of a new &
bearing transaction account designed for localipw@gencies, which was successfully marketed terséwf the municipalities in o
service area. While this account was very succkssfyenerating deposits, we determined that weleédo reduce the rate paic
increase the profitability of the product. The deelin NOW accounts relates to an $8 million dexlin balances from this prod
from $37.8 million at December 31, 2009 to $29.8iam at December 31, 2010. Beginning in June dd2@nd ending in April «
2010 we offered a promotional time deposit withl&month term and a 2% rate. The decline in time dépas mostly related
maturities from this product. Time deposits areezted to continue to decline in 2011 as these priomal deposits mature, althot
we do expect a significant portion of these degasitremain with the Bank reinvested in other dégmeducts. At December <
2010 we had $53 million in these promotional tinepaksits.

Total borrowings at December 31, 2009 were $40anillwhile no borrowings were outstanding at Deceni, 2010. Borrowing
at December 31, 2009 consisted of $10 million iwayear term FHLB advance, $10 million in a thyesr term FHLB advance a
$20 million in a six-month FHLB advance which matdion January 19, 2010. We chose to prepay bdtredbngterm borrowing
during July 2010 incurring a prepayment penaltyna&shad significant excess liquidity and no longeujgcted a need for the
borrowings.

Shareholders’equity as of December 31, 2010 decreased by $2d@s#imd to $38.0 million down from $38.2 million af
December 31, 2009. This decrease was related écraake of $674 thousand in accumulated other erapsive income/loss frc
income of $622 thousand at December 31, 2009 tonagiated other comprehensive loss of $52 thousaBeéeember 31, 2010.

The return (loss) on average assets was 0.19%0fd, 21p from (1.87) % for 2009. The return (loss)average common equity v
1.1% for 2010, up from (29.5) % for 2009.

29




Table of Contents

Results of Operations

Net Interest Income

The following table presents, for the years indédatthe distribution of consolidated average asdietsilities and shareholders’
equity. Average balances are based on average loiyces. It also presents the amounts of intérestme from interesearning
assets and the resultant yields expressed in ludigrsland yield percentages, as well as the amafrinterest expense on interest-
bearing liabilities and the resultant cost exprdsse both dollars and rate percentages. Nonacdnais are included in t
calculation of average loans while nonaccrued @stethereon is excluded from the computation dfigiearned:

Year ended December 31

2010 2009 2008
Interest Rates Interest Rates Interest Rates
Average income/ earned¢ Average income/ earnec Average income/ earnec
balance expenst /paid balance expenst /paid balance expenst /paid
(dollars in thousands
Assets
Interest bearing depos $1980¢t$ 48 028%9% 629%$ 15 028%% —% — —%
Federal funds sol — — — 12 — — 11€ 3 254
Investment securitie(®) 69,357 1,77z 2.5t 64,047 2,167 3.3¢ 46,65¢ 1,887 4.0¢
Total loans®®) 323,90t 18,86( 5.8z 354,48. 20,65¢ 5.8: 35541t 2355( 6.65
Total earning asse 413,07: 20,68( 5.01% 424,83¢ 22,83t 5.3&% 402,19: 25,44( 6.3%%
Cash and due from ban 38,94 27,37: 12,17+
Other asset 48,06¢ 37,78¢ 33,35¢
Total asset $500,08:. $490,00( $447,72(
Liabilities and shareholders’ equity
Interest bearing demand depo! $101,51¢ 382 0.38% $ 98,39 671 0.68% $ 73,33¢ 54¢  0.7%%
Money market deposi 42,51 221 0.5z 41,84 34€ 0.82 37,62t 31z 0.8:
Savings deposil 51,01: 86 0.17 50,28¢ 90 0.1¢ 48,57: 161 0.3:
Time deposit: 124,81« 2,007 1.61 105,31 2,06z 1.9€ 110,74: 3,501 3.1¢€
Shor-term borrowings 98¢ 5 0.51 24,29: 80 0.3t 11,851 20z 1.7¢C
Long-term borrowings 9,97: 13 1.3C 1,58¢ 27 1.7C — — —
Junior subordinated debentul 10,31( 31z 3.0 10,31( 371  3.6C 10,31( 625  6.04
Other 12: 4 3.2t 212 8 3.77 30¢ 17 5.5
Total interest bearing liabilitie 341,24t 3,147 0.92% 332,24( 3,65 1.1(% 292,75t 536¢ 1.8%
Noninterest bearing demand depo 110,92: 108,05¢ 111,99¢
Other liabilities 8,972 5,862 5,62
Shareholder equity 38,94 43,83¢ 37,348
Total liabilities and shareholders’
equity $500,08. $490,00( $447,72(
Net interest income $17,53: $19,18 $20,07¢
Net interest spread® 4.09% 4.28% 4.5(%
Net interest margin ) 4.20% 4.52% 4.9%%

(1) Interestincome is reflected on an actual basisiandt computed on a t-equivalent basis

(2) Average nonaccrual loan balances of $18.8 milli@n2010, $25.1 million for 2009 and $5.2 milliorr 2008 are included
average loan balances for computational purpt

(3) Loan origination fees and costs are included ierggt income as adjustments of the loan yields theetife of the loan usir
the interest method. Loan interest income inclutiEsloan costs of $20,000, $214,000 and $288,00QG&0, 2009 and 20(

respectively

(4) Net interest spread represents the average yietge@an intere-earning assets less the average rate paid oresttezaring

liabilities.

(5) Netinterest margin is computed by dividing neeiest income by total average earning as
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The following table sets forth changes in inteiesbme and interest expense, for the years indicatel the amount of char
attributable to variances in volume, rates ancctivabination of volume and rates based on the velatianges of volume and rates:

2010 compared to 20( 2009 compared to 20(
Increase (decrease) due to chang: Increase (decrease) due to chang:
Average Average¢ Average Average¢

Volume®@ Rate®  Mix @) Total Volume® Rate@? Mix @ Total
(dollars in thousands

Interest-earning assets

Interest bearing depos $ 323 — % 1 $ 33 % — % — $ 15 $ 15
Federal funds sol — — — — 3 3 3 3
Investment securitie 17¢ (527) 43 (397 703 (317 (11€) 27€
Loans (1,782 (18) 2 (1,799 (620 (2,839 8 (2,897
Total interest incom (1,57 (54E (40) (2,156 63€ (3,157) (90) (2,609
Interest-bearing liabilities:
Interest bearing demand depo: 21 (301) 9 (289) 187 (48) (16) 122
Money market deposi 5 (12¢) 2 (22%) 35 — D 34
Savings deposil 1 (5) — (4) 6 (74) ©)] (77)
Time deposit: 382 (36¢ (68) (55) 172 (1,339 66 (1,439
Shor-term borrowings (77) 43 (47) (75) 212 (169) (177 (122
Long-term borrowings 14z (6) (33 10z — — 27 27
Junior subordinated debentu — (59) — (59 — (252) — (252)
Other borrowing 3) (1) — (4) (5) (5) 1 (9)
Total interest expens 471 (82€) (159 (508) 263 (1,87%) (97 (1,709
Net interest income $ (2047 $ 281 $ 11: $(1,64H $ 37t $(1.27) $ 7 $ (899

(1) The volume change in net interest income repregkatshange in average balance multiplied by tle&ipus yee's rate.
(2) The rate change in net interest income represkatshtange in rate multiplied by the previous 's average balanc
(3) The mix change in net interest income represertshilange in average balance multiplied by the ahameate.

2010 compared to 2009Net interest income is the difference between @geincome and interest expense. Net interest incom:
nontaxequivalent basis, was $17.5 million for the yeadezh December 31, 2010, a decline of $1.6 million,866%, fron
$19.2 million for 2009.

The overall change in net interest income was pilyna result of a decrease of $1.8 million in laaterest income, due to a dec!
in average loans outstanding. Additionally, inte@sinvestments securities declined by $391 thodiseelated to a decrease in yi
Partially offsetting these decreases in interesinme was a decline in rates paid on the compargpesits and borrowings.

Interest income decreased $2.2 million, or 9.4%$26.7 million for the year ended December 31, 20dterest and fees on lo:
decreased by $1.8 million from $20.7 million foretlgear ended December 31, 2009 to $18.9 million2fait0. The average lo
balances were $323.9 million for 2010, down $30iion from the $354.5 million for 2009. The dedinin loan balances
consistent with the decrease in economic activitghe Company’s service area and the Compasyitcessful effort to reduce
exposure to real estate construction and land dpwednt loans. The average yields on loans weré/s {82 2010 down slightly froi
the 5.83% for 2009.

Interest on investment securities decreased by #3®dsand, as a decrease in yield of 83 basis peias partially offset by
increase in average investment securities of $3l®m The decline in yield is primarily related the replacement of matured .
sold investment securities with new investment&wigarket yields below those which they replaced.

Deposit rates in the Bargk'service area continued to decline in 2010 rewylth a decline in interest expense on depositB4at:
thousand for the year ended December 31, 2010, $&:2 million for 2009 to $2.7 million for the yeanded December 31, 20
All deposit products experienced rate declinesOih@
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Interest expense on NOW accounts decreased byt#ia89and related to a decrease in the averagpaaten these accounts. R:
paid on NOW accounts declined by 30 basis poiais0.68% during 2009 to 0.38% during 2010 as waifsogintly lowered the ra
paid on local public agencies NOW accounts. Althoug lost some deposits by lowering this rate; weently are more focused
the profitability of the public sweep accounts matthan the amount of deposits we can generate thiemsource.

Interest expense on money market accounts decrdgs®ti25 thousand related to a decrease in ratk @raithese accounts of
basis points from 0.83% during the year ended Déeer81, 2009 to 0.52% during the current year. Was primarily related to
significantly drop in the rates paid on our monegrket sweep product.

Interest on time deposits declined by $55 thousemndn increase in average balance was offset bglmé in rate paid. For the y
ended December 31, 2010 compared to 2009, the Guorigpaverage time deposits increased by $19.5 miftiom $105.3 milliot
for 2009 to $124.8 million for the year ended DebenB31, 2010. The increase in time deposits igaeléo a promotional tin
deposit product we began offering in June, 2009 @dinued to offer until April 30, 2010. The avgearate paid on time depo:
decreased from 1.96% during 2009 to 1.61% duriegctitrrent year. This decrease primarily relates decline in market rates in-
Company'’s service area.

Interest on borrowings increased by $28 thousalade to an increase in the rate paid on borrowasyse chose to extend the t
of our borrowings; however, this was partially eff&y a $59 thousand decline in interest paid aipjusubordinated debentures.

Interest expense on lorigrm borrowings increased by $103 thousand to $i@0sand for year ended December 31, 2010. We
to prepay these borrowings during July 2010 as acedignificant excess liquidity and no longer petgel a need for these loterr
borrowings. We incurred a $226 thousand prepaymentlty on these advances which we anticipate eilmore than offset |
future savings in interest expense. Interest omtgbon borrowings decreased by $75 thousand to Q%stral related to a decline
average balance of $23.3 million from $24.3 millduring 2009 to $986 thousand during the curreribge

Interest expense paid on junior subordinated delbesitwhich fluctuates with changes in thm8ath London Interbank Offered R
(LIBOR) rate, decreased by $59 thousand during 2318 result of a decrease in the LIBOR rate.

Net interest margin is net interest income expissea percentage of average int-earning assets. As a result of the changes
above, the net interest margin for 2010 decrea8dmh&is points to 4.24%, from 4.52% for 2009.

2009 compared to 2008\et interest income, on a nonteguivalent basis, was $19.2 million for the yeadezhDecember 31, 20(
a decline of $895 thousand, or 4.5%, from $20.lienilfor 2008. The decline in interest income argense includes the affect ¢
decline in market interest rates during the congoariperiods as illustrated by the decline in therage prime interest rate fri
5.09% during 2008 to 3.25% for 2009. Additionallyterest earned on the Compamjoan portfolio declined related to an increas
average nonaccrual loans from $5.2 million durimg 2008 period to $25.1 million during the yearesh®ecember 31, 2009.

Overall changes in net interest income are primaritesult of a decrease in loan interest incoargely due to the decline in yie
earned, partially offset by an increase in intem@stinvestments securities, related to an incréaseverage investment securi
outstanding and decreases in interest expensepmsitle shorterm borrowings and junior subordinated debentprasarily due tc
the decline in the average rates paid.

Interest income decreased $2.6 million, or 10.2%%22.8 million for the year ended December 31,9200terest and fees on lo:
decreased by $2.9 million from $23.6 million foetlgear ended December 31, 2008 to $20.7 million2fa®9. The average lo
balances were $354.5 million for 2009, down $0.8ioni from the $355.4 million for 2008. The averagelds on loans were 5.8:
for 2009 down from the 6.63% for 2008. In addittorthe decline in yield related to a decline in kedrinterest rates, loan yields
2009 reflect the impact from an increase in theubed of average nonaccrual loans.
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Interest on investment securities increased by $B@6Gsand, as a decrease in yield of 66 basis puoiat offset by an increase
average investment securities of $17.4 million. Teerease in rate for 2009 relates to the purchhsecurities during the twel
months ended December 31, 2009 and the maturliigb&r rate securities.

As a result of the declining rate environment, ies¢ expense decreased $1.7 million to $3.7 mifiwrthe year ended December
2009, from $5.4 million for 2008. The decreaseniteiest expense was primarily attributed to ratrefeses on time deposits and,
lesser extent, rate decreases on interest-beasingatction accounts, savings and money market digpsisortterm borrowings ar
junior subordinated debentures. The decrease ienmeprelated to declining rates was slightly offsgtincreases in the aver:
balances of interest bearing demand deposits antHgim borrowings.

For the year ended December 31, 2009 compared(d8, 20e Companyg average rate paid on time deposits decreasedhdsl
points to 1.96% from 3.16%. This decrease primaehates to a decline in market rates in the Comsagervice area. During t
same period the average balances of time deposiindd by $5.4 million to $105.3 million. Intereskpense on time depo:
declined by $1.4 million from $3.5 million durin@@8 to $2.1 million during the twelve months en@etember 31, 2009.

Interest expense on interdmaring demand accounts increased by $123 thousteted to an increase in the average balan
these deposits from $73.3 million during 2008 t&.49million during 2009 partially offset by a dease in the average rate paic
these accounts from 0.75% during 2008 to 0.68%nduthe twelve months ended December 31, 2009. itrease in interest-
bearing demand accounts primary relates to a newesst bearing transaction account designed fal lpgblic agencies, which \
have successfully marketed to several of the mpalities in our service area. Interest expense onay market accounts increa
by $34 thousand related to an increase in the gedoalance. The rate paid on these accounts wa%0d8ring both periods a:
decline in market interest rates was offset byinkr@duction of a new corporate sweep product wioifars a tiered rate structure t
rewards customers with a higher rate for maintgirianger balances. Interest on savings depositindddy $71 thousand relatec
a decline in rate paid from 0.33% during 2008 806 during 2009.

Interest on shorterm borrowings decreased by $122 thousand aslmeléc the rate paid on these borrowings of 13Zidbaoint:
was partially offset by an increase of $12.4 millia average balance. Interest expense paid oarjsobordinated debentures, wt
fluctuates with changes in then3anth London Interbank Offered Rate (LIBOR) ratecrased by $252 thousand during 2009
result of a decrease in the LIBOR rate.

Net interest margin is net interest income expissea percentage of average int-earning assets. As a result of the changes
above, the net interest margin for 2009 decreagdzhdis points to 4.52%, from 4.99% for 2008.

Provision for Loan Losses

The allowance for loan losses is maintained atvallehat management believes will be appropriatakisorb inherent losses
existing loans based on an evaluation of the ciillidity of the loans and prior loan loss experiend@he evaluations take it
consideration such factors as changes in the natdesolume of the portfolio, overall portfolio dity, review of specific problel
loans, and current economic conditions that magcafthe borrowes ability to repay their loan. The allowance foarolosses
based on estimates, and ultimate losses may varg the current estimates. These estimates arewedi@eriodically and,
adjustments become necessary, they are reportsdrimgs in the periods in which they become known.
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During the year ended December 31, 2010 we recoadedovision for loan losses of $5.5 million dow@.&million from the
$14.5 million provision recorded during the yeadet December 31, 2009. Net chaaffs totaled $7.7 million during the ye
ended December 31, 2010 and $12.2 million during92Met chargeffs as a percentage of average loans decreased3sB%
during 2009 to 2.39% during the year ended Dece®beR010. While we incurred significant chamfés during the 2010 peric
$3.1 million of the chargeffs had been incorporated in the allowance fonlwsses at December 31, 2009 as specific resen
impaired loans. The allowance for loan losses ¢dt&i7.3 million at December 31, 2010 and $9.6 amiliat December 31, 2009. 1
decrease in the allowance for loan losses from Bbee 31, 2009 is attributable to a $2.4 million@ese in specific reserves rele
to impaired loans from $4.3 million at December 3@09 to $1.9 million at December 31, 2010 and erefese of $30.6 million
average loan balances. General reserves incregsktBB thousand to $5.4 million at December 31,02@elated to the decreast
specific reserves on impaired loans, the allowdacéan losses as a percentage of total loansdeed from 2.88% at December
2009 to 2.33% at December 31, 2010. The percemtihgeneral reserves to unimpaired loans increased 1.69% at December .
2009 to 1.90% at December 31, 2010.

Based on information currently available, managenhbetieves that the allowance for loan losses E@priate to absorb potent
risks in the portfolio. However, no assurance carglven that the Company may not sustain chaftgewhich are in excess of 1
allowance in any given period. See the section tysia of Asset Quality and Allowance for Loan Losséor further discussion
loan quality trends and the provision for loan &sss

Non-Interest Income

The following table sets forth the components af-irterest income for the years ended Decembe2@1), 2009 and 2008.

Years Ended December & Change during Yee
2010 2009 2008 2010 2009
(dollars in thousands

Service charges on deposit accol $ 3,64: $ 3,79¢ $ 3,951 $ 1549 % (15%)
Sale of merchant processing Portfc 1,43t — — 1,43t —
Gain on sale of investmer 1,16( 10 — 1,15(C 10
Gain on sale of loans, n 1,05¢ 59:¢ 111 462 482
Earnings on bank owned life insuran

policies 444 434 421 10 13
Loan servicing fee 19t 13¢ 96 56 43
Merchant processin 141 282 28¢€ (141) 4
Customer service fet 13t 121 114 14 7
Safe deposit box and night depositor

income 66 68 67 2 1
Impairment loss on investment secu — — (41%) — 41F
Other income 28¢ 30¢ 46( (21) (151)

Total nor-interest incom: $ 8,561 $ 5,752 $ 5,091 $ 2,80¢ $ 661
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2010 compared to 2009During the year ended December 31, 2010 intgrest income increased by $2.8 million to $8ibiam,
from $5.8 million during 2009. This increase wasarily related to three items, the largest of vbhicas a $1.4 million gain on t
sale of our merchant processing portfolio. Duringel2010 we entered into an alliance with a weride merchant processi
leader. In conjunction with this alliance we solar anerchant processing business, recording atiore-gain of $1.4 million. Tt
Company believes that this alliance provides owtamers with a superior merchant processing solutfaditionally we sol
securities having a book value of $39.7 millioncarding a gain on sale of $1.2 million. We chosesédl substantially our enti
municipal securities portfolio as part of our ovkeesset/liability management strategy and reldtethe favorable market price
these securities. In addition, we sold $28.9 millio U.S. government agency securities to lock ignificant gains that we
available on these securities. Finally, we recoraegin on sale of government guaranteed loang.dfifillion representing the si
of $13.6 million in loans. Additional SBA governmteguaranteed loans totaling $4.3 million were silating the fourth quarte
however, the gain on sale generated will not berdsd until the 9@ay premium recourse period on SBA loan sales Rpsesl
During the first quarter of 2011, assuming no prens are refunded, related to these loan salesdh#@ny will recognize a gain
sale of approximately $338 thousand; however, litalso incur commission expense of approximatdl@&thousand.

Loan service fees increased by $56 thousand to $ifsand for the year ended December 31, 2010 keevice fees are primar
related to fees earned for servicing the sold portf SBA loans and the increase in this categemgonsistent with the increase
sold SBA loans.

Service charges on deposit accounts declined by $#idusand primarily related to a decline in ovafdfees as new regulatic
placed additional restrictions on the Bank in cireggverdraft fees on ATM and Point of Sale tratisas. Merchant processing fe
declined by $141 thousand related to the sale ofrarchant processing portfolio in June.

2009 compared to 2008During 2009, total nornterest income increased by $661 thousand or 18%$5.8 million, up fror
$5.1 million from the comparable period in 2008.isTimcrease was primarily related to two items:d(iying the 2008 period non-
interest income was adversely affected by an dtear temporary impairment write down of $415 thawkan a security issued
Lehman Brothers Holdings Inc., which filed for Ckepll bankruptcy on September 15, 2008 and; (iilnd 2009 we increased ¢
gain on sale of SBA government guaranteed loan$482 thousand. In addition, other income incredse®80 thousand and lo
servicing fees increased by $43 thousand.

Gains on loan sales are related to the sale ofuheanteed portion of SBA loans. The increaseam lsale gains include an incre
in loans sold from $4.3 million during the year eddecember 31, 2008 to $10.8 million during 2068reases in the market pr
of SBA guaranteed loans and an increase, during,20@he percentage of each loan that is guardriigehe SBA.

Partially offsetting these increases in income wagelines of $155 thousand in service charges 48d $housand in other inco
including declines in investment services inconfécial check fees and FHLB dividends. The decreasservice charge income
related to a decline in NSF/overdraft income. Invesit services income decreased by $44 thousamdgvies, the Company offs
this decrease by a decrease in staffing dedicatdudd department. The Company attributes theseedees primarily to the econor
conditions present during 2009. Official checkssfdeclined by $76 thousand. Official checks fepsasent fees paid by a third p:
processor for the processing of our cashier an@rese checks. These fees are indexed to the fddedd rate and the decreas
income from this item is primarily related to thectine in the federal funds rate during 2009. Aiddially, during 2008 the proces:
changed the fee structure further reducing feeswieaearn under this relationship. The FHLB paidyame dividend totaling $
thousand during 2009 compared to four quarterlydévds totaling $105 thousand during 2008.
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Non-Interest Expense

The following table sets forth the components dieothon-interest expense for the years ended Desreddh 2010, 2009 and 2008.

Years Ended December Change during Ye:
2010 2009 2008 2010 2009
(dollars in thousands

Salaries and employee bene $ 9,732 $ 11,05¢ $ 10,88t $ 1,329 % 17¢
Occupancy and equipme 3,09¢ 3,75¢ 3,83¢ (669) (79
Outside service fee 1,217 99C 802 222 187
FDIC insurance 1,00¢ 1,12¢ 25¢ (11€) 867
Professional fee 587 78¢ 68¢ (202) 101
OREO costt 572 37C 17t 202 19t
Provision for OREO losse 35€ 4,80( 61€ (4,449 4,18
Telephone and data communicatis 33¢ 392 40C (59 (8)
Loan collection cost 261 39¢ 20t (13¢) 194
Advertising and promotio 252 327 44¢ (75) (127)
Business developme 25C 333 467 (83 (139
Armored car and courie 23¢ 281 28¢ 42 (8)
Director compensation and retirem 233 293 323 (60) (30)
Insurance 21¢ 14z 23t 76 (93
Postage 207 207 20¢ — @
Core deposit intangible amortizati 172 172 21€ — (43
Stationery and supplie 14t 182 23€ (398) (53
(Gain) loss on sale of ORE 43 15¢ — (207) 15¢
Other operating expen: 39¢€ 57¢ 184 (18%) 39E

Total nor-interest expens $ 19,23« $ 26,35¢ $ 20,47¢ $ (7,220 3 5,87¢

2010 compared to 2009We continue to focus on cost control initiativesiebhhave resulted in savings in most categoriesoni
interest expense. Additionally, during the secondrter of 2010 we performed an extensive analyfs@up personnel requireme
throughout the organization and based on this aismlye were able to reduce our head count by appedgly 10% which he
resulted in significant savings in salary and besefuring the second half of 2010. During the yeladed December 31, 2010, t
nondinterest expense decreased by $7.1 million, or 28%19.2 million, down from $26.3 million for tleemparable period in 20(
This decrease in nanterest expense was primarily the result of sawiingsalaries and employee benefits, occupancyegagbmer
costs, professional fees, provision for OREO losseba reduction in losses on the sale of OREOs& items and other reductic
were partially offset by increases in outside senfees, OREO carrying expenses and insurance sxpen

Salaries and employee benefits decreased by $1li@nmprimarily related to four items. Salary expen excluding commissiol
declined by $796 thousand related to a reductiostaffing in all areas with the exception of goveant guaranteed lending ¢
problem assets. While the Company has reduced megbon most functional areas, we have increasafdirgg in our problem ass
department to effectively manage our increasedl lefenonperforming assets. Additionally, we havergased staffing in o
government guaranteed lending department as wesgeued opportunities for loan growth in this ar€ommission expen:
which relates to government guaranteed lendingopeed and is included in salary expense, incredyefil52 thousand resulti
from the increase in government guaranteed loass&ltock compensation expense decreased by $&@8atid. During the fir
quarter of 2010 we recorded an adjustment to thimated forfeiture rate associated with option exgee Finally, we have eliminat
discretionary bonuses in 2010 resulting in a dexréa bonus expense of $269 thousand and duringettend quarter of 2010
discontinued the company matching contributionsun401k plan saving $172 thousand during 2010.
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The decline in occupancy and equipment expenseapiinrelates to the savings realized from the pase of our Redding bran
On March 31, 2010 we purchased the building housingRedding branch at a cost of $1.0 million. Ryesly we had leased ti
building. Under the terms of the lease agreementwwere provided free rent for a period of time; howme in accordance wi
accounting principals we recognized monthly remqtezse equal to the total payments required unédetise dividend by the termr
the lease in months. At the time of the purchaseewersed this accrual recognizing a $184 thousaddction in occupancy costs
addition to the onéime savings from the reversal of accrued rent eeefit from reduced operating costs on this bugdas th
owner rather than a renter. Occupancy costs algefited from a milder winter resulting in reducetility and snow removal cos
Equipment costs benefited from a $153 thousandcteztuin depreciation expense.

Professional fees were abnormally high during 2@08ted to consulting costs associated with ourprder network and telephc
system. The decrease in profession fees inclu@@$athousand reduction in consulting costs.

Losses on the sale of OREO and other vehicles of@¥®) totaled $158 thousand during 2009; howegtaring 2010 we record
$43 thousand net gains on sale of OREO. During 200%xperienced a significant decline in the vadfianany of our ORE!
properties requiring a $4.8 million loss provisidmwever, this decline in value slowed significanith 2010. During 2010 o
provision for OREO losses declined by $4.4 milltor$356 thousand.

Other reductions in expense include savings in FIDKDrance, telephone, loan collection costs, mssirdevelopment, advertisi
director expense, courier expense, director expes@plies costs and other. In total these coste down $789 thousand for 2010.

Outside service fees increased by $222 thousanatbdeto the outsourcing of daily management ofammputer network operatio
and the installation of a new internet bankingfpla. Consistent with the increase in average OR&2 ‘Analysis of Asset Quali
and Allowance for Loan Losses”) OREO carrying exgesnincreased by $203 thousand.

Insurance expense, as more fully described bel@s,atbnormally low in 2009.

2009 compared to 2008During the year ended December 31, 2009, totalintamest expense increased by $5.9 million, or 2&
$26.4 million, up from $20.5 million for the compdte period in 2008. This increase in rinterest expense was primarily the re
of an increase in the provision for OREO losse$4® million and an increase in FDIC insurance sssents of $867 thousa
Other significant increases included $170 thousanskhlaries and employee benefits, $187 thousaraliside service fees, $1
thousand in professional fees, $194 thousand im émélection costs, $195 thousand in OREO costS8%housand in losses on
sale of OREO and $395 thousand in other expenseseTiiems were partially offset by reductions imeotcosts, the three larges
which where advertising and shareholder relatibnsjness development and insurance expense.

A valuation allowance for losses on other realtestamaintained to provide for declines in valliee provision for OREO losses
the year ended December 31, 2009 totaled $4.8milivhich represents significant declines in theugabf several properties.
December 31, 2009 OREO consisted of twemite properties with a total fair value, which mdés a $5.1 million valuati
allowance, of $11.2 million. At December 31, 200RED consisted of nineteen properties with a faueaf $4.1 million.

During 2009 the FDIC increased regular assessnamatsmplemented a special assessment resultingigndicant increase in FD!
assessments. Additionally, during the first quanfe2008 the Company was able to use its remaiaiadit balance with the FDIC
offset insurance premium billings; however, by #rel of the first quarter of 2008 the credit balahed been fully utilized. Tt
Company is currently forecasting elevated FDIC iagae premiums for next several years.
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Salaries and other employee benefits increasedlB® $housand primarily related to a decrease indgferral of loan originatic
costs. Salary expense increased by $21 thousarzh dscrease in salary expense of $296 thousantedeta our governme
guaranteed lending operations was mostly offseebyctions in staffing in other areas including B@no loan production office a
our branch network. Related to a decrease in loadugtion, the deferral of loan origination coshi@h reduces salary and bene
cost, declined by $160 thousand.

During the fourth quarter of 2009 the Company outsed the oversight of its computer network, résgltn a reduction i
information technology staffing. The cost of thistsourcing is included in the increase in outsigrvises fees. In addition, duri
2009 we implemented an outsourced online bankiodymt which also increased outside service fees.

Consistent with the increase in nonperforming loand assets during the period (See the sectoralysis of Asset Quality ai
Allowance for Loan Losses'lpan collection costs and OREO expenses increag&B®9 thousand. OREO costs which include
cost of holding and maintaining foreclosed reahtstincreased by $195 thousand to $370 thousank Wd@n collection cos
increased by $194 thousand to $399 thousand. Lassesed on the sale of OREO totaled $158 thousardirelate to the sale
nine properties. Proceeds received on sale of {ireperties totaled $2.0 million.

The increase in other expense, which totaled $866sand, is primarily related to nonrecurring exgeeitems, the largest of wh
totaled $140 thousand.

We implemented cost control initiatives which, amather things, have resulted in savings in adsiadi shareholder relation cc
and business development costs. These cost sawtaded $255 thousand during 2009 when compare2D@8. We reduced o
shareholder expense by eliminating the glossy aeaif our annual report. Business development cdstdined as we reduc
certain employee travel and relationship-buildinigatives which generated an annual savings of@pmately $75 thousand.

During the first quarter of 2009 our Chief Inforrieet and Technology officer retired from the CompaBgcause his retirement tc
place prior to the age of sixfive he forfeited his benefits under his compangvided split dollar life insurance plan. To reflebis
forfeiture we recorded a one-time reduction in lasige expense totaling $83 thousand.

Provision for Income Taxes.The Company recorded an income tax provision oB&B8usand, or 28.6% of ptax income for th
year ended December 31, 2010. The percentage fy @iffers from the statutory rate as tax exempbime such as earnings
Bank owned life insurance and municipal loan andstment income decrease taxable income. Durin§ &% Company record
an income tax benefit of $6.8 million, or 42.6%poé-tax loss for the year ended December 31, 2009.

Deferred tax assets and liabilities are recognfeedhe tax consequences of temporary differenedwden the reported amoun
assets and liabilities and their tax bases. Daleiag assets and liabilities are measured usingteddax rates expected to appl
taxable income in the years in which those tempodiferences are expected to be recovered oregetiihe determination of t
amount of deferred income tax assets which are ilgly than not to be realized is primarily depentlon projections of futu
earnings, which are subject to uncertainty andneg#s that may change given economic conditions#ret factors. The realizati
of deferred income tax assets is assessed andatival allowance is recorded if it is “more likehyan not"that all or a portion of tt
deferred tax asset will not be realized. “More ljkthan not”is defined as greater than a 50% chance. All availavidence, bo
positive and negative is considered to determinethdr, based on the weight of that evidence, aatialu allowance is need:s
Based upon our analysis of available evidence, ave kletermined that it is “more likely than ndtat all of our deferred income 1
assets as of December 31, 2010 and 2009 will berkdlized and therefore no valuation allowances wecorded.
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Financial Condition

Loan Portfolio. The Company continues to manage the mix of its jpantfolio consistent with its identity as a comntyrbank
serving the financing needs of all sectors of tremat serves. Although the Company offers a brady of financing options,
continues to concentrate its focus on small to omedSized commercial businesses. These commereias loffer diversification as
industries and types of businesses, thus limitimagenial exposure in any industry concentratione Tompany offers both fixed a
floating rate loans and obtains collateral in thexf of real property, business assets and deposiuats, but looks to business
personal cash flows as its primary source of repatm

The Companys largest lending categories are real estate ngetlgeans, consumer and agricultural loans. Thesgodes account:
for approximately 51.7%, 15.5% and 12.2%, respebtivof the Compang total loan portfolio at December 31, 2010,
approximately 48.5%, 16.4% and 12.5%, respectieélyhe Companys total loan portfolio at December 31, 2009. Adxfitilly,
construction and land development loans represedi@th and 11.4% of the loan portfolio as of Decenfide 2010 and 200
respectively. The construction and land developnpemtfolio component has been identified by Manageias a higherisk loar
category. The quality of the construction and ldegielopment category is highly dependent on prgpeatues both in terms of t
likelihood of repayment once the property is tratsa by the current owner as well as the level alfateral the Company h
securing the loan in the event of default. Loanghis category are characterized by the speculatatere of commercial a
residential development properties and can incluaperty in various stages of development from tamd to finished lots. Tt
decline in these loans as a percentage of the Quyigpdoan portfolio reflects managementéfforts to reduce its exposure
construction and land development loans in 20102089 due to the severe valuation decrease iretlieestate market.

The Companyg real estate related loans, including real estateégage loans, real estate construction loansuoar equity lines
credit, and agricultural loans secured by realtestamprised 80% and 77% of the total loan poudfeli December 31, 2010 ¢
2009. Moreover, the business activities of the Camypcurrently are focused in the California countié Plumas, Nevada, Plac
Lassen, Modoc, Shasta, Sierra and in Washoe Cannorthern Nevada. Consequently, the results afrations and financi
condition of the Company are dependent upon thergétrends in these economies and, in partictiarresidential and commerc
real estate markets. In addition, the concentratibrthe Company operations in these areas of Northeastern Cailifoanc
Northwestern Nevada exposes it to greater risk thmer banking companies with a wider geographisebe the event
catastrophes, such as earthquakes, fires and fiodldsse regions.

The rates of interest charged on variable ratesl@ar set at specific increments in relation toGoenpanys lending rate or oth
indexes such as the published prime interest ratk®. Treasury rates and vary with changes inetliedexes. At December 31, 2(
and 2009, approximately 66% and 68%, respectivdlihe Companys loan portfolio was compromised of variable rai@nis. Whili
real estate mortgage, commercial and consumerrigndmain the foundation of the Compafistorical loan mix, some change
the mix have occurred due to the changing econ@nidronment and the resulting change in demandéotain loan types.
addition, the Company remains committed to thecaditiral industry in Northeastern California andlwbntinue to pursue hig
quality agricultural loans. Agricultural loans inde both commercial and commercial real estatesloBine Companyg agriculture
loan balances totaled $38 million and $42 millio®acember 31, 2010 and 2009, respectively.
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The following table sets forth the amounts of loantstanding by category as of the dates indicated.

At December 31,

2010 2009 2008 2007 2006
(dollars in thousands
Real estat— mortgage $ 162,51 $ 161,39 $ 151,94 $ 128,35 $ 116,32¢
Real estate — construction and land
developmen 31,19¢ 38,06: 73,82( 76,47¢ 75,93(
Commercial 33,43: 37,05¢ 42,52¢ 39,58¢ 36,18:
Consume 48,58¢ 54,44; 61,70¢ 72,76¢ 90,69
Agriculture 38,46¢ 41,72 36,02( 35,76: 35,577
Total loans 314,20( 332,67¢ 366,01 352,94¢ 354,71
Less:
Deferred cost (275) (29¢) (279 (564) (1,182
Allowance for loan losse 7,324 9,56¢ 7,224 4,211 3,917
Net loans $ 307,15: $ 323,40¢ $ 359,07. $ 349,30: $ 351,97

The following table sets forth the maturity of ggdean categories as of December 31, 2010. Alseigled with respect to such loe
are the amounts due after one year, classifiedrdicepto sensitivity to changes in interest rates:

Within After One After
One Year Through Five Years Five Years Total
(dollars in thousands

Real estat— mortgage $ 2069 $ 32,70¢ $ 109,11¢ $ 162,51:

Real estat— construction and land developmt 10,32¢ 12,04¢ 8,82¢ 31,19¢

Commercial 10,22¢ 10,54: 12,66 33,43:

Consume 7,057 10,87( 30,65¢ 48,58¢

Agriculture 13,85: 9,621 14,99¢ 38,46

Total $ 6215 % 75,787 $ 176,26( $ 314,20
Loans maturing after one year wi

Fixed interest rate $ 24,777 $ 53,22 $ 77,99

Variable interest rate 51,011 123,04( 174,05:

Total $ 75,78. $ 176,26 $ 252,04

Analysis of Asset Quality and Allowance for Loan LesesThe Company attempts to minimize credit risk thitoitg underwritin
and credit review policies. The Compasycredit review process includes internally pregareedit reviews as well as contract
with an outside firm to conduct periodic creditimvs. The Compang management and lending officers evaluate thedrgesur
of classified and impaired loans on a quarterlyihas more frequently as loan conditions chande Management Asset Resolui
Committee (MARC) reviews the asset quality of cited loans on a monthly basis and reports therfgsdto the full Board ¢
Directors The Board' Loan Committee reviews the asset quality of neam$ on a monthly basis and reports the findingkeadull
Board of Directors. In managemesntpinion, this loan review system helps facilitdte early identification of potential criticiz
loans.

The Company has implemented MARC to develop amagtian to significantly reduce nonperforming loahgonsists of membe
of executive management, credit administration rganmeent and the Board of Directors, and the actividire governed by a forr
written charter. The MARC meets at least monthlgl eeports to the Board of Directors.

More specifically, a formal plan to effect repaymhemd/or disposition of every significant nonpenfiamng loan relationship
developed and documented for review andyoimg oversight by the MARC. Some of the strategiesd include but are not limit
to: 1) obtaining additional collateral, 2) obtaigiadditional investor cash infusion, 3) sale of phemissory note to an outside pa
4) proceeding with foreclosure on the underlyingjateral, 5) legal action against borrower/guarahitio encourage settlement
debt and/or collect any deficiency balance oweahEdep includes a benchmark timeline to track paes)
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MARC also provides guidance for the maintenance tandly disposition of OREO properties; includingwéloping financing ar
marketing programs to incent individuals to pureéh@REO.

The allowance for loan losses is established thramarges to earnings in the form of the provigmmloan losses. Loan losses
charged to and recoveries are credited to the atiow for loan losses. The allowance for loan lossesaintained at a level deen
appropriate by management to provide for knowniahdrent risks in loans. The adequacy of the allwmeafor loan losses is ba:
upon managemerst’ continuing assessment of various factors affgctime collectibility of loans; including current @wmic
conditions, maturity of the portfolio, size of tlpertfolio, industry concentrations, borrower crelistory, collateral, the existil
allowance for loan losses, independent credit mesjeurrent charges and recoveries to the allowérclan losses and the ove
quality of the portfolio as determined by managemesgulatory agencies, and independent crediereionsultants retained by
Company. There is no precise method of predictipeciic losses or amounts which may ultimately barged off on particul:
segments of the loan portfolio. The collectibildf a loan is subjective to some degree, but muaterdo the borrowes financia
condition, cash flow, quality of the borrower’s nagement expertise, collateral and guarantees,tatelaf the local economy.

The federal financial regulatory agencies in Decen®06 issued a new interagency policy statemernh® allowance for loan a
lease losses along with supplemental frequentlgdskiestions. When determining the adequacy ddltbevance for loan losses,
Company follows these guidelines. The policy staehrevises and replaces a 1993 policy statemetttieallowance for loan a
lease losses. The agencies issued the revised ptdiement in view of todag’uncertain economic environment and the presef
concentrations in untested loan products in the f@atfolios of insured depository institutions.€Tpolicy statement was also revi
to conform with accounting principles generally euted in the United States of America (“GAAP”) apdst1993 supervisol
guidance. The policy statement reiterates that @asfitution has a responsibility for developingaintaining and documenting
comprehensive, systematic, and consistently apgiiedess appropriate to its size and the natu@pescand risk of its lendit
activities for determining the amounts of the albmwe for loan and lease losses and the provisiolodo and lease losses and s!
that each institution should ensure controls ag@ace to consistently determine the allowancddan and lease losses in accordi
with GAAP, the institution’s stated policies andpedures, management’s best judgment and relenvpat\ssory guidance.

The policy statement also restates that insuredgdigpy institutions must maintain an allowance Ifman and lease losses at a |
that is appropriate to cover estimated credit loss® individually evaluated loans determined toirbpaired as well as estima
credit losses inherent in the remainder of the kaah lease portfolio, and that estimates of cledies should reflect consideratiol
all significant factors that affect the collectityjl of the portfolio as of the evaluation date. Tpaicy statement states that prud
conservative, but not excessive, loan loss allowsnhat represent managemsriiest estimate from within an acceptable rani
estimated losses are appropriate. In additionCibpany incorporates the Securities and Exchangen@ssion Staff Accountir
Bulletin No. 102, which represents the SEC staffew related to methodologies and supporting dwntation for the Allowance f
Loan and Lease Losses that should be observedltpgublic companies in complying with the federatéties laws and tt
Commission’s interpretations.

The Companys methodology for assessing the adequacy of tleavatice for loan losses consists of several key eiésn whicl
include but are not limited to:

. specific allocation determined in accordance WABC Topic 310 — Receivables (formerly FAS 11#ccounting fo
Impairment of a loa” ) based on probable losses on specific lo

. general reserves determined in accordance wiitiagoe in ASC Topic 450 —€ontingencies (formerly SFAS No.
“Accounting for Contingencies”)based on historical loan loss experience adjusieather qualitative risk factors b
internal and external to the Compa
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Specific allocations are established based on neaneants periodic evaluation of loss exposure inhererdlassified, impaired, at
other loans in which management believes that dieation of principal and interest under the anggiterms of the loan agreem
are in question. For purposes of this analysispdoare grouped by internal risk classificationsclhare “Watch”, “substandard”
“doubtful”, and “loss”. Watch loans are currently performing but are paddigt weak, as the borrower has begun to ex
deteriorating trends, which if not corrected, cojgldpardize repayment of the loan and result ithkrdowngrade. Substandard Ic
have well-defined weaknesses which, if not coriciateuld jeopardize the full satisfaction of thédtde\ loan classified as “doubtful”
has critical weaknesses that make full collectibthe obligation improbable. Classified loans, a$irled by the Company, inclu
loans categorized as substandard and doubtful.d.dassified as loss are immediately charged off.

Loans are consistently monitored against risk gatiriteria. As loans are identified that may watrartlassification change, they
discussed with the Compasytredit administration officers and appropriatk jrades are assigned. There are several timbs
life of a loan that this occurs:

. loan originatior

. loan renewa

. loan servicing actions (change in terms, collatexkdase, etc
. annual financial reviev

. delinquency monitoring and follc-up

. loan review proces

. audit proces:

If weaknesses (or improvements) are noted, a changisk rating, if warranted by credit administeat, will be made. Loar
classified Watch or below in an amount of $100,800nore will be individually evaluated for impairmein accordance with tl
Bank’s policy for determining and measuring impamhunder FAS 114.

Formula allocations are calculated by applying fassors to outstanding loans with similar charestes. Loss factors are basec
the Companys historical loss experience as adjusted for crmigthe business cycle and on the internal risklgof those loans a
may be adjusted for significant factors that, innagemens judgment, affect the collectibility of the pofitoas of the evaluatic
date. Effective for the third quarter of 2010, thempany modified its method of estimating the alowe for loan losses for non-
impaired loans. This modification incorporated tiigtal loss experience based on a rolling eightrtgus ending with the mc
recently completed calendar quarter to identifiedlp of loans. This modification did not have a enai affect on the Compary’
allowance for loans losses or provision for loassks.

The discretionary allocation is based upon managémevaluation of various loan segment conditions d@he not directly measur
in the determination of the formula and specifiowhnces. The conditions may include, but are inoitéd to, general economic ¢
business conditions affecting the key lending arefathe Company, credit quality trends, collatevalues, loan volumes a
concentrations, and other business conditions.
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The following table provides certain informatiorr fine years indicated with respect to the Compam@jlowance for loan losses
well as charge-off and recovery activity.

For the Year Ended December 31

2010 2009 2008 2007 2006
(dollars in thousands)

Balance at beginning of peric $ 9,56¢ $ 7,224 $ 4,211 $ 3,91 $ 3,25¢€
Charge-offs:

Commercial and agricultur. 1,21¢ 663 477 83 12¢

Real estate mortga( 3,10¢ 1,14t 95 — —

Real estate constructic 3,61 10,13: 522 46 —

Consume 40¢ 55¢ 68¢ 657 51¢
Total charg-offs 8,34¢ 12,50( 1,78: 78€ 645
Recoveries

Commercial and agricultur. 26 18 11 53 46

Real estate mortga( 39¢€ 8 14 — —

Real estate constructic 65 a0 — — —

Consume 11€ 22¢ 171 227 26C
Total recoverie: 60E 344 19€ 28C 30€
Net charg-offs 7,744 12,15¢ 1,58 50€ 33¢
Provision for loan losse 5,50( 14,50( 4,60( 80C 1,00(
Balance at end of peric $ 7,324 $ 9,56¢ $ 7,22¢ $ 4,211 $ 3,91
Net charg-offs during the period to

average loan 2.3% 3.4% 0.4%% 0.14% 0.1(%
Allowance for loan losses to total loz 2.32% 2.8&% 1.9%% 1.1% 1.1(%

During the year ended December 31, 2010 we recoadedovision for loan losses of $5.5 million dowf.@million from the
$14.5 million provision recorded during the yeadeth December 31, 2009. Net chagffs totaled $7.7 million during the ye
ended December 31, 2010 and $12.2 million during92®et charg®ffs as a percentage of average loans decreased3#B3Y%
during 2009 to 2.39% during the year ended Decer®@beP010. While we incurred significant charfés during the 2010 peric
$3.1 million of the chargeffs had been incorporated in the allowance fonltmsses at December 31, 2009 as specific resen
impaired loans.

We currently anticipate that net chargfés could range from approximately $3.5 million$6.5 million in 2011, the largest part
which are anticipated to be related to real edtzdas and consistent with 2010 activity. For otbategories of loans we exp
chargeeffs to be similar to 2010 activity. However, givéme lack of stability in the real estate marked éime recent volatility i
charge-offs, there can be no assurance that chéfigef loans in future periods will not increasedecrease from this estimate.

The allowance for loan losses totaled $7.3 milkorDecember 31, 2010 and $9.6 million at Decemlie2B809. The decrease in
allowance for loan losses from December 31, 200&tiibutable to a $2.4 million decrease in speaiéiserves related to impai
loans from $4.3 million at December 31, 2009 tod%hillion at December 31, 2010 and a decrease 0f6h3illion in average loz
balances. General reserves increased by $133 tbusa$5.4 million at December 31, 2010. Relatedht® decrease in spec
reserves on impaired loans, the allowance for loases as a percentage of total loans decreased2f88% at December 31, 200!
2.33% at December 31, 2010. The percentage of glereserves to unimpaired loans increased from%.&0December 31, 2009
1.90% at December 31, 2010.

The Company places loans 90 days or more past dugopaccrual status unless the loan is well secaretin the process
collection. A loan is considered to be in the prescef collection if, based on a probable specifierg, it is expected that the loan \
be repaid or brought current. Generally, this atiéa period would not exceed 90 days. When a Iegrlaced on nonaccrual sts
the Companys general policy is to reverse and charge againseémt income previously accrued but unpaid intedeserest incom
on such loans is subsequently recognized only d¢oetttent that cash is received and future collactib principal is deemed |
management to be probable. Where the collectibilitthe principal or interest on a loan is consédkto be doubtful by managem:e
it is placed on nonaccrual status prior to becondidglays delinquent.
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Impaired loans are measured based on the presieet ofaithe expected future cash flows discountethatioans effective intere
rate or the fair value of the collateral if therida collateral dependent. The amount of impaioah$ is not directly comparable to
amount of nonperforming loans disclosed later is 8ection. The primary difference between impaiahs and nonperformi
loans is that impaired loan recognition considersanly loans 90 days or more past due, restrudtlo@ns and nonaccrual loans
also may include identified problem loans othemtlalinquent loans where it is considered probdiée we will not collect a
amounts due to us (including both principal andriest) in accordance with the contractual terntb®loan agreement.

A restructuring of a debt constitutes a troublettdestructuring (TDR) if the Company, for econoraiclegal reasons related to
debtor’s financial difficulties, grants a concession te tebtor that it would not otherwise consider. Restired workout loar
typically present an elevated level of credit réskthe borrowers are not able to perform accorttirthe original contractual tern
Loans that are reported as TDRs are consideredrietpand measured for impairment as described above

The following table sets forth the amount of therPany’s nonperforming assets as of the dates itetica

Loans restructured and in compliance with modifiedns totaled $2.0 million and $3.4 million at Ded®er 31, 2010 and 20(
respectively. There were no troubled debt restrimags at December 31, 2008, 2007 or 2006.

At December 31,
2010 2009 2008 2007 2006
(dollars in thousands

Nonaccrual loan $ 25,31 $ 14,26: $ 26,44 $ 2,61¢ $ 972
Loans past due 90 days or more and
still accruing 45 28 297 14 41
Total nonperforming loan 25,35¢ 14,29: 26,74 2,632 1,013
Other real estate ownu 8,861 11,20¢ 4,14¢ 40z —
Other vehicles owne 17 65 12¢ 13t 47
Total nonperforming asse $ 34,24 $ 25,56( $  31,01¢ $ 3,16¢ $ 1,06(
Interest income forgone on nonaccru
loans $ 1,021 $ 56€ $ 57€ $ 161 $ 53

Interest income recorded on a Cash

basis on nonaccrual loa $ 60¢ $ 36¢ $ 74 $ 11¢ $ 11€
Nonperforming loans to total Loa 8.07% 4.3(% 7.31% 0.75% 0.2%
Nonperforming assets to total Ass 7.01% 4.84% 6.7¢% 0.7(% 0.22%

Nonperforming loans at December 31, 2010 were $2fllibn, an increase of $11.1 million from the $34nillion balance
December 31, 2009. Of the total nonperforming loah®ecember 31, 2010, fifteen loans had princlpglances ranging fro
$4.7 million to $570 thousand. In total these loamsount to $19.1 million representing 76% of thenaxxrual balance
$25.3 million. Specific reserves of $1.0 million weallocated to these loans. For all nonaccruaidag December 31, 2010 spec
reserves totaled $1.8 million or 7% of total nomaat loans. Additionally, the nonaccrual balanceBecember 31, 2010 are ne
$2.8 million in partial charge-offs.
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A substandard loan is not adequately protectechbyctirrent sound worth and paying capacity of thedwer or the value of tl
collateral pledged, if any. At December 31, 201®.8Imillion of performing loans were classified asbstandard. Furtr
deterioration in the credit quality of individuaérforming substandard loans or other adversemistances could result in the nee
place these loans on nonperforming status.

At December 31, 2010 and 2009, the Compsmgcorded investment in impaired loans totaled.&28illion and $19.2 millior
respectively. The increases in impaired and noopaihg loans mostly relates to two large relatiopstotaling $8.1 million. The:
loans were measured for impairment and it was deted that a $600 thousand specific allowance wgsired at December :
2010. The specific allowance for loan losses rdl&eimpaired loans totaled $1.9 million and $4.i8iom at December 31, 2010 a
2009, respectively. Additionally, $2.8 million hbsen charged off against the impaired loans at Mbee 31 2010. This compare:
$1.0 that had been charged off against impairedsl@d December 31, 2009. The average recordedtingaesin impaired loans w
$20.8 million, $25.1 million, $5.2 million for thgears ended December 31, 2010, 2009 and 2008,ctasghe. In most cases, t
Company uses the cash basis method of income riéicogfor impaired loans. For the years ended Dedwem31, 2010, 2009 a
2008, the Company recognized $608 thousand, $36@sémd and $74 thousand, respectively, of incomsuah loans. Intere
foregone on impaired loans totaled $1,021 thou$&@8, thousand and $576 thousand for the yearsdldddeember 31, 2010, 2C
and 2008, respectively.

It is the policy of management to make additionth®allowance for loan losses so that it remap@priate to absorb the inher
risk of loss in the portfolio. Management belietfeat the allowance at December 31, 2010 is apmtgprHowever, the determinat
of the amount of the allowance is judgmental anbjestt to economic conditions which cannot be predicwith certainty
Accordingly, the Company cannot predict whethergbaoffs of loans in excess of the allowance mayuoi future periods.

OREO represents real property taken by the Barieethrough foreclosure or through a deed in ligereof from the borrowe
Repossessed assets include vehicles and other corahassets acquired under agreements with dedimoorrowers. Reposses
assets and OREO are carried at fair market vakss $elling costs. OREO holdings represented thirey properties totalir
$8.9 million at December 31, 2010 and twenty-nimepprties totaling $11.2 million at December 31020 0f the thirtyene
properties, three properties represent 84% of glanice or $7.5 million of the $8.9 million. The$rete properties were transfer
into OREO during the third quarter of 2009. We haetively marketed the properties and while we haoeived offers for ea
property, to date none have been accepted by thk. Béonperforming assets as a percentage of tet#ts increased to 7.07%
December 31, 2010 up from 4.84% at December 319.200

The following table provides a summary of the cleimgthe OREO balance for the year ended Decenthe2®.0 and 2009:

Year Ended December 31

2010 2009
(in thousands)
Beginning Balanc: $ 11,20 $ 4,14¢
Additions 1,43¢ 14,00¢
Dispositions (3,419 (2,150
Write-downs (35€) (4,800
Ending Balanct $ 8,861 $ 11,20
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Investment Portfolio and Federal Funds Sold.Total investment securities decreased by $25 millimm $88.0 million ¢
December 31, 2009 to $63.0 million as of Decemlier2®10. There were no Federal funds sold at Deeeih 2010 or 200
however, the Bank maintained interest earning lcalaiat the FRB totaling $52.3 million and $18.8iomlat December 31, 2010 ¢
2009, respectively. These balances currently eaipa8is points.

The investment portfolio balances in U.S. Treasyrfi¢S. Government agencies, and municipal obtigatcomprised 2%, 98% &
less than 1%, respectively, at December 31, 2018usel%, 86% and 13%, respectively, at DecembeR@09. During 2010 w
chose to sell substantially our entire municipa&lusities portfolio as part of our overall assebiidy management strategy relatec
credit quality concerns and the favorable markétepfor these securities. In addition, we sold $28illion in U.S. governme
agency securities to lock in significant gains thatre available on these securities. The total ggds received from the sale
municipal and agency securities were $40.9 millfariuding a $1.2 million gain on sale.

During 2009 we increased our level of agency séearprimarily to support our growth in public aggnsweep account depo:
which require the pledging of investment securifiesbalances in excess of those covered by FDEOrance. While this accot
was very successful in generating deposits, wermé@ted that we needed to reduce the rate paida®ase the profitability of tl
product, resulting in a decline in balances fronis throduct from $37.8 million at December 31, 20@0 $29.8 million &
December 31, 2010. The decrease in investmentisesuretween periods includes the affect of lowgukedging requirements, 1
sale of municipal securities and market rate carsiibns.

The Company’s investments in mortgdupeeked securities of U.S. Government agencies geoiriterest income as well as ¢
flows for liquidity and reinvestment opportunities these securities pay down. At December 31, 2@ital balances in the
mortgage-backed securities were $21.3 million @mfi$19.3 million at December 31, 2009. Althoughsth@asshrough securitie
typically have final maturities of between ten difitéen years, the paghrough nature of principal payments from the pyepant o
refinance of loans underlying these securitiexseeted to significantly reduce their average life.

The Company classifies its investment securitiesnaslable-for-sale or held-tmaturity. Currently all securities are classifies
available-for-sale. Securities classified as awéldor-sale may be sold to implement the Compargsset/liability managems
strategies and in response to changes in inteatest, prepayment rates and similar factors.

The following tables summarize the values of thenfany’s investment securities held on the dateisébed:

December 31

Available-for-sale (fair value 2010 2009 2008
(dollars in thousands

U.S. Treasurie $ 1,032 $ 1,052 $ 1,50¢

U.S. Government agenci 40,43( 55,88¢ 10,39:

Corporate debt securitit — — 1,55(C

U.S. Government agency mortg-backed Securitie 21,27: 19,281 12,357

Municipal obligations 282 11,72: —
Total $ 63,01° $ 87,95( $ 25,80"

December 31
Held-to-maturity (amortized cos 2010 2009 2008
(dollars in thousands
Municipal obligations $ — $ — $ 12,567
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At December 31, 2009 the Company transferred aitsofmunicipal securities from held-to-maturity available-forsale as it we
determined that management no longer had the itddmild these investments to maturity.

The following table summarizes the maturities & tbompanys securities at their carrying value and their \Wwedd average t:
equivalent yields at December 31, 2010.

(dollars in thousands After One Througl After Five Throug!
Available-for-sale One Year or Les Five Years Ten Years After Ten Years Total
(Fair Value) Amoun  Yield Amouni Yield Amouni Yield Amouni Yield Amouni Yield
U.S. Treasurie $ 1,03Z 1.0%$ — —%$ — —%$ — —%$ 1,032 1.07%
U.S. Government agenci 1,01z 1.17% 39,41¢ 1.7¢% — —% — —% 40,43( 1.74%
U.S. Government agency mortg-backed
securities 40¢& 4.01% 1,097 3.8 3,26: 3.86% 16,50¢ 3.21% 21,27 3.35%
Municipal obligations — —% — —% 282 4.85% — —% 28z 4.8%
Total $ 2,44¢ 1.5%% $40,51¢ 1.81% $ 3,54¢ 3.97% $16,50¢ 3.219% $63,017 2.2%
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Deposits. Total deposits were $424.9 million as of Decemler@10, a decrease of $8.4 million, or 2%, from Becember 3
2009 balance of $433.3 million. Declines of $6.1liom in interest bearing transaction accounts (NQWL.9 million in mone
market accounts, $5.0 million in time deposits &0 million in noninterest bearing demand deposits was partiallyebffy ai
increase of $4.8 million in savings accounts. Thelide in NOW accounts relates to an $8 millionlitecin balances in our pub
sweep account from $37.8 million at December 30920 $29.8 million at December 31, 2010.

The Company continues to manage the mix of its siépoonsistent with its identity as a communitylbaerving the financial nee
of its customers. There were only minor changethécomposition of our deposits at December 310283d 2009. Nointeres
bearing demand deposits were 26% of total depasieecember 31, 2010 and 2009. Interest bearimgddion accounts were 2.
of total deposits at December 31, 2010 and 25%eme@ber 31, 2009. Money market and savings depmdédked 22% of toti
deposits at December 31, 2010 and 21% at Decemib@089. Time deposits were 28% of total depogiBexember 31, 2010 a
20009.

Deposits represent the Barkirimary source of funds. Deposits are primariyecdeposits in that they are demand, savingsiarg
deposits generated from local businesses and thdils. These sources are considered to be relastadble, longerm relationshig
thereby enhancing steady growth of the deposit baiseout major fluctuations in overall deposit bhatas. The Compal
experiences, to a small degree, some seasonalitythhe slower growth period between November thnoAgril, and the highe
growth period from May through October. In orderassist in meeting any funding demands, the Compaaintains securt
borrowing arrangements with the Federal Home LoankBand the Federal Reserve Bank of San Frandisdaded in time depos
at December 31, 2010 and 2009 were $2 million ahan#lion, respectively in CDARS reciprocal time piisits which, und:
regulatory guidelines, are classified as brokeregodits. The Company did not hold brokered depahitsng the year end
December 31, 2008.

The Company’s time deposits of $100,000 or morethadollowing schedule of maturities at Decembkr2)10:

(dollars in thousands)

Amount
Remaining Maturity
Three months or les $ 14,55¢
Over three months to six mont 15,93¢
Over six months to 12 montl 15,93°
Over 12 month: 5,671
Total $ 52,10«

Time deposits of $100,000 or more are generallynftbe Company local business and individual customer base. pidientia
impact on the Company’s liquidity from the withdrawof these deposits is discussed at the Compaagset and liabili
management committee meetings, and is considereel mainimal.

Short-term Borrowing Arrangements.

The Company is a member of the FHLB and can bowpwo $91,408,000 from the FHLB secured by comnagéond residenti
mortgage loans with carrying values totaling $1%@,200. The Company is required to hold FHLB stecka condition «
membership. At December 31, 2010, the Company $&/888,000 of FHLB stock which is recorded as a poment of other asse
At this level of stock holdings the Company canrbarup to $46,561,000. There were no borrowingstantling as of December
2010. To borrow the $91,408,000 in available crégitCompany would need to purchase $2,108,008drianal FHLB stock.

In addition, the Company has the ability to secad¥ances through the FRB discount window. Thesearsmbs also must
collateralized.
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Shortterm borrowings at December 31, 2009 consisted&#Camillion FHLB advance at 0.47% which maturedJanuary 19, 201
No borrowings were outstanding at December 31, 2

The average balance in shtetm borrowings during the years ended Decembei2810 and 2009 were $986 thousand
$24.3 million, respectively. The average rate maidhese borrowings was 0.51% during 2010 and 0.8386g 2009. The maximu
amount of short-term borrowings outstanding at meyth-end during 2010 and 2009 was zero and $3BiBmrespectively.

Long-term Borrowing Arrangements. Long+term borrowings at December 31, 2009 consisteavof$10 million FHLB advance
The first advance was scheduled to mature on Noee2®, 2011 and bore interest at 1.00%. The seadmdnce was schedulec
mature on November 23, 2012 and bore interest6@?d.. We chose to prepay both of these borrowingsglduly 2010 as we h
significant excess liquidity and no longer projecteneed for these lortgrm borrowings. We incurred a $226 thousand pneyesny
penalty on these advances which we anticipate léllmore than offset by future savings in interegtease. No londerm
borrowings were outstanding as of December 31, 2010

Capital Resources

Shareholders’ equity as of December 31, 2010 @tdB83.0 million down slightly from $38.2 million a§ December 31, 2009.

On January 30, 2009, under the Capital Purchasgrdm the Company sold (i) 11,949 shares of the gamy's Fixed Rat
Cumulative Perpetual Preferred Stock, Series A ‘(fhveferred Shares”) and (ii) a texear warrant to purchase up to 237,712 sl
of the Company’s common stock, no par value atxaraise price, subject to arttitution adjustments, of $7.54 per share, fo
aggregate purchase price of $11,949,000 in cashniidon of the twelve million in proceeds fromettsale of the Series A Prefer
Stock was injected into Plumas Bank providing additapital for the bank to support growth in loamsl investment securities ¢
strengthen its capital ratios. The remainder presifiinds for holding company activities and geneogborate purposes.

It is the policy of the Company to periodically wisute excess retained earnings to the sharetoltieough the payment of c:
dividends. Such dividends help promote shareholdére and capital adequacy by enhancing the mdrikigtaof the Companys
stock. All authority to provide a return to the sdtelders in the form of a cash or stock dividendpulit rests with the Board
Directors (the Board). The Board will periodically, but on no réguschedule, review the appropriateness of a chagbenc
payment. No common cash dividends were paid in 20010 and none are anticipated to be paid ii201

The Company is subject to various restrictions ba payment of dividends. See Note 2 “Regulatory tdfat and note 1
“Shareholders’ Equity — Dividend Restrictions” diiet Company’s Consolidated Financial Statementstem B — Financia
Statements and Supplementary Data of this AnnupbRen Form 10K.

At the request of the FRB, Plumas Bancorp defeitedegularly scheduled quarterly interest paymemntsits outstanding juni
subordinated debentures relating to its two trusfgured securities and suspended quarterly castledid payments on its Serie:
Preferred Stock. Therefore, Plumas Bancorp is otlyrén arrears with the dividend payments on tleei€s A Preferred Stock a
interest payments on the junior subordinated debestas permitted by the related documentationofAlBecember 31, 2010 t
amount of the arrearage on the dividend paymentseoSeries A Preferred Stock is $449 thousandtEmdmount of the arrear:
on the payments on the subordinated debt assoaidtiedhe trust preferred securities is $233 thodsallthough we have sufficie
cash and liquidity to pay these amounts, we arengakhese actions to support holding company caxh @eserve our capi
position.

Capital Standards. The Companys significantly increased its regulatory capitaias during 2010 related both to an increas
regulatory capital as illustrated in the below ¢éabhd a decrease in its fourth quarter averagésa@s=d in Leverage Ratio) and

based assets (used in Tier 1 and Total Biaked Capital Ratios). Adjusted fourth quarter agerassets declined by $32 million

the Company’s risk based assets declined by $3bmil
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The Company uses a variety of measures to evaitisatapital adequacy, with rigkased capital ratios calculated separately fc
Company and the Bank. Management reviews thes¢éatapeéasurements on a monthly basis and takes gt action to ensu
that they are within established internal and ewtkeguidelines. The Comparsy’capital position at December 31, 2010 exce
minimum thresholds established by industry regusatand by current regulatory definitions the Ba@kvell capitalized, the highe
rating of the categories defined under Federal Bgégnsurance Corporation Improvement Act (FDICB%)1991. The FDIC h:
promulgated risk-based capital guidelines for &@tesnon-member banks such as the Bank. Theseligeslestablish a riskdjuste:
ratio relating capital to different categories gkets and ofbalance sheet exposures. There are two categdrizzgpital under th
guidelines: Tier 1 capital includes common stocklbod’ equity, and qualifying trugtreferred securities (including notes payab
unconsolidated special purpose entities that issigtpreferred securities), less goodwill and certaimeotdeductions, notably t
unrealized net gains or losses (after tax adjustshem available-fosale investment securities carried at fair markadtie; Tier :
capital can include qualifying subordinated debtl dhe allowance for loan losses, subject to cerlianitations. The Series
Preferred Stock qualifies as Tier 1 capital for @@mpany.

As noted previously, the Compasyjunior subordinated debentures represent borgsvirom its unconsolidated subsidiaries
have issued an aggregate $10 million in trust-prefesecurities. These trusteferred securities currently qualify for inclusia
Tier 1 capital for regulatory purposes as they db exceed 25% of total Tier 1 capital, but are sifesd as longlerm debt il
accordance with GAAP. On March 1, 2005, the FedResderve Board adopted a final rule that allowsdietinued inclusion «
trust-preferred securities (and/or related subordinagdzbdtures) in the Tier | capital of bank holdingnpanies. However, under
final rule, after a fiveyear transition period goodwill must be deductemhfrTier | capital prior to calculating the 25% lbation
Generally, the amount of junior subordinated deln&st in excess of the 25% Tier 1 limitation is utled in Tier 2 capital. C
March 23, 2009 the requirement to deduct goodwalswielayed until March 31, 2011.

The following tables present the capital ratiostfer Company and the Bank compared to the standiardsnk holding compani
and the regulatory minimum requirements for depogiinstitutions as of December 31, 2010 and 2@®8ounts in thousands exc
percentage amounts).

December 31, 201! December 31, 200!
Amount Ratio Amount Ratio

Tier 1 Leverage Ratio
Plumas Bancorp and Subsidiary $ 42,99¢ 8% $ 40,56+ 7.%%
Minimum regulatory requiremel 19,36! 4.(% 20,65z 4.C%
Plumas Bank 43,26: 8.2% 38,17: 7.4%
Minimum requirement for “Well-Capitalized” institioh

under the prompt corrective action p 24,19( 5.C% 25,84¢ 5.C%
Minimum regulatory requiremei 19,35 4.(% 20,67¢ 4.C%
Tier 1 Risk-Based Capital Ratio
Plumas Bancorp and Subsidiary 42,99 12.7% 40,56+ 10.4%
Minimum regulatory requiremel 13,57( 4.(% 15,641 4.C%
Plumas Bank 43,26: 12.8% 38,17: 9.8%
Minimum requirement for “Well-Capitalized” institioh

under the prompt corrective action p 20,34: 6.C% 23,43: 6.C%
Minimum regulatory requiremei 13,56: 4.(% 15,62 4.C%
Total Risk-Based Capital Ratio
Plumas Bancorp and Subsidiary 47,274 13.% 45,51: 11.€%
Minimum regulatory requiremel 27,14( 8.C% 31,281 8.C%
Plumas Bank 47,53¢ 14.(% 43,11% 11.(%
Minimum requirement for “Well-Capitalized” institioh

under the prompt corrective action p 33,90: 10.(% 39,05¢ 10.(%
Minimum regulatory requiremei 27,12 8.C% 31,24+ 8.C%
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Management believes that the Company and the Batlalntheir capital adequacy requirements as afeeer 31, 2010 and 20
On March 16, 2011, the Bank entered into a ConGedér (“Order”)with the FDIC and the DFI. Within 240 days of thetel of th
Order we are required to increase and maintairBtrk’s Tier 1 capital to a level such that its leveregf® is at least 10% and
total risk-based capital is at least 13%. Currettily Bank has exceeded the Order’s total biaked capital ratio goal of 13% :
Management expects to achieve the leverage ragettaf 10% by year-end without the injection oy arew capital.

See Note 2 — “Regulatory Matters” of the Compan@aensolidated Financial Statements in Item 8Fiancial Statements a
Supplementary Data of this Annual Report on Forid i@ information related to the Order.

The current and projected capital positions ofGlmenpany and the Bank and the impact of capitalgpbard longlerm strategies a
reviewed regularly by management. The Company palcto maintain the Bank’s ratios above the piibsct wellcapitalize
leverage, Tier 1 risk-based and total risk-basgditalaratios of 5%, 6% and 10%, respectively, atiales.

Off-Balance Sheet Arrangements

Loan Commitments. In the normal course of business, there are varbmmsmitments outstanding to extend credits thatna
reflected in the financial statements. Commitmémtsxtend credit and letters of credit are agred¢stenlend to a customer as long
there is no violation of any condition establishiadthe contract. Annual review of commercial crelidies, letters of credit ai
ongoing monitoring of outstanding balances redticesisk of loss associated with these commitmexdsof December 31, 2010,
Company had $71.6 million in unfunded loan committeeand $164 thousand in letters of credit. Thimpares to $67.3 million
unfunded commitments and $304 thousand in lettérsredit at December 31, 2009. Of the $71.6 million unfunded loa
commitments, $34.9 million and $36.7 million re@eted commitments to commercial and consumer cus®mespectively. Of tl
total unfunded commitments at December 31, 2018,8illion were secured by real estate, of whi8B3$nillion was secured |
commercial real estate and $26.9 million was setbseresidential real estate in the form of eqliitgs of credit. The commerc
loan commitments not secured by real estate priynepresent business lines of credit, while thestoner loan commitments |
secured by real estate primarily represent revgleiredit card lines. Since, some of the commitmantsexpected to expire witht
being drawn upon; the total commitment amountsamecessarily represent future cash requirements.

Operating Leases.The Company leases one depository branch, onenigraffice and one loan administration office ana tmor
branch automated teller machine locations. Totataleexpenses under all operating leases, inclugiegnises, totaled $20,C
$317,000 and $347,000, in 2010, 2009 and 2008 ctsply. The expiration dates of the leases vaiijh) the first such lease expiri
during 2011 and the last such lease expiring du2Ditp.

The decline in rental expense during 2010 resditad the purchase of our Redding branch buildingviarch 31, 2010. Previous
we had leased this building. Under the terms ofl#ase agreement we were provided free rent foerag of time; however,
accordance with accounting principals we recognimexhthly rent expense equal to the total paymesedsired under the lec
dividend by the term of the lease in months. At tinee of the purchase we reversed this accrualgmizong a $184 thousa
reduction in rental expense.

Liquidity

The Company manages its liquidity to provide thgitsglto generate funds to support asset growthetnueposit withdrawals (bc
anticipated and unanticipated), fund customerstdwing needs, satisfy maturity of shéetrm borrowings and maintain rese
requirements. The Compagyiquidity needs are managed using assets otifiabj or both. On the asset side, in additiogash an
due from banks, the Company maintains an investmerifolio containing U.S. Government, agency anghimipal securities th

are classified as available-feale. On the liability side, liquidity needs aremaged by charging competitive offering rates onodéd
products and the use of established lines of credit
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The Company is a member of the FHLB and can bowpwo $91,408,000 from the FHLB secured by comnaéond residenti
mortgage loans with carrying values totaling $1%@,200. The Company is required to hold FHLB stecka condition «
membership. At December 31, 2010, the Company $2|ti88,000 of FHLB stock which is recorded as a poment of other asse
At this level of stock holdings the Company canrberup to $46,561,000. There were no borrowingstantding as of December
2010. To borrow the $91,408,000 in available crédit Company would need to purchase $2,108,00@ditianal FHLB stock. |
addition, the Company has the ability to secureaades through the FRB discount window. These adsradso must |
collateralized.

Customer deposits are the Companptimary source of funds. Total deposits were i #illion as of December 31, 201C
decrease of $8.4 million, or 2%, from the Decen8fr2009 balance of $433.3 million. Deposits arkl he various forms wit
varying maturities. The Comparsysecurities portfolio, Federal funds sold, Fedétame Loan Bank advances, and cash ant
from banks serve as the primary sources of liguidiroviding adequate funding for loans during pdsi of high loan demar
During periods of decreased lending, funds obtafn@ah the maturing or sale of investments, loanmagts, and new deposits
invested in shorterm earning assets, such as cash held at the F&RIgral funds sold and investment securities, heesas a sourt
of funding for future loan growth. Management bedie that the Compang’available sources of funds, including borrowing#l,
provide adequate liquidity for its operations ie foreseeable future.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK

As a smaller reporting company we are not requingatovide the information required by this item.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The following consolidated financial statementsPddimas Bancorp and subsidiary, and report of tdependent registered put

accounting firm are included in the Annual RepdrfPtumas Bancorp to its shareholders for the yeaded December 31, 20
2009 and 2008.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKRM

To the Board of Directors and Shareholders
Plumas Bancorp and Subsidiary

We have audited the accompanying consolidated balaheet of Plumas Bancorp and subsidiary (the ‘fi2my’) as o
December 31, 2010 and 2009 and the related coasatficdtatements of operation, stockholdeggiity and cash flows for each of
years in the thre-year period ended December 31, 2010. These fiahrstatements are the responsibility of the Comjmny
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBo(United States
Those standards require that we plan and perfoenatidlit to obtain reasonable assurance about whitiadinancial statements i
free of material misstatement. The Company is aquired to have, nor were we engaged to perforrauaiit of its internal contr
over financial reporting. Our audit included comsation of internal control over financial repogias a basis for designing ai
procedures that are appropriate in the circumstrmat not for the purpose of expressing an opimiorthe effectiveness of t
Companys internal control over financial reporting. Acciomgly, we express no such opinion. An audit alsdudes examining, on
test basis, evidence supporting the amounts amtbdiges in the financial statements, assessingdbeunting principles used ¢
significant estimates made by management, as wed#lvaluating the overall financial statement preg@n. We believe that o
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteereferred to above present fairly, in all matergspects, the financ
position of Plumas Bancorp and subsidiary as ofelbdier 31, 2010 and 2009 and the consolidated sestitheir operations a
their cash flows for each of the years in the threar period ended December 31, 2010, in conformitit accounting principle
generally accepted in the United States of America.

/sl Perry-Smith LLP

Sacramento, California
March 23, 2011
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PLUMAS BANCORP AND SUBSIDIARY
CONSOLIDATED BALANCE SHEET

December 31, 2010 and 2009

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

2010 2009
ASSETS
Cash and cash equivalel $ 64,628,00 $ 59,493,00
Investment securitie 63,017,00 87,950,00
Loans, less allowance for loan losses of $7,324i0@D10 and $9,568,000 in 20 307,151,00 323,408,00
Premises and equipment, | 14,431,00 14,544,00
Intangible assets, n 475,00( 648,00(
Bank owned life insuranc 10,463,00 10,111,00
Other real estate and vehicles acquired througdtfosure 8,884,001 11,269,00
Accrued interest receivable and other as 15,431,00 20,694,00
Total asset $484,480,00 $528,117,00
LIABILITIES AND SHAREHOLDERS ' EQUITY
Deposits;
Nor-interest bearini $111,802,00 $111,958,00
Interest bearin 313,085,00 321,297,00
Total deposit: 424,887,00 433,255,00
Shor-term borrowings — 20,000,00
Long-term debi — 20,000,00
Accrued interest payable and other liabilit 11,295,00 6,321,001
Junior subordinated deferrable interest deben 10,310,00 10,310,00
Total liabilities 446,492,00 489,886,00
Commitments and contingencies (Note
Shareholder equity:
Serial preferred stock — no par value; 10,000,0G0es authorized; 11,949 issued and

outstanding at December 31, 2010 and 2 11,682,00 11,595,00
Common stock — no par value; 22,500,000 sharedn#d; issued and outstanding —

4,776,339 shares at December 31, 2010 and 6,027,00! 5,970,00I
Retained earning 20,331,00 20,044,00
Accumulated other comprehensive (loss) ince (52,000 622,00(

Total shareholde’ equity 37,988,00 38,231,00
Total liabilities and sharehold¢ equity $484,480,00 $528,117,00
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PLUMAS BANCORP AND SUBSIDIARY
CONSOLIDATED STATEMENT OF OPERATIONS

For the Years Ended December 31, 2010, 2009 and 800

(Continued)

2010 2009 2008
Interest income
Interest and fees on loa $ 18,860,00 $ 20,658,00 $ 23,550,00
Interest on investment securiti¢
Taxable 1,649,001 1,708,001 1,398,001
Exempt from Federal income tax 123,00( 455,00( 489,00(
Other 48,00( 15,00( 3,00(
Total interest incom 20,680,00 22,836,00 25,440,00
Interest expenst
Interest on deposi 2,696,00! 3,169,00! 4,522,00
Interest on borrowing 135,00( 80,00( 202,00(
Interest on junior subordinated deferrable intedestenture 312,00( 371,00( 623,00(
Other 4,00( 35,00( 17,00(
Total interest expens 3,147,00! 3,655,001 5,364,00!
Net interest income before provision for loan las 17,533,00 19,181,00 20,076,00
Provision for loan losse 5,500,001 14,500,00 4,600,001
Net interest income after provision for loan los 12,033,00 4,681,00 15,476,00
Non-interest income
Service charge 3,642,00! 3,796,00! 3,951,001
Sale of merchant processing portfc 1,435,00! — —
Gain on sale of investmer 1,160,001 10,00¢( —
Gain on sale of loar 1,055,001 593,00( 111,00(
Impairment loss on investment secu — — (415,000
Earnings on bank owned life insurance polic 444,00( 434,00( 421,00(
Other 825,00( 919,00( 1,023,001
Total nor-interest incom 8,561,00 5,752,00i 5,091,00
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PLUMAS BANCORP AND SUBSIDIARY

CONSOLIDATED STATEMENT OF OPERATIONS
(Continued)
For the Years Ended December 31, 2010, 2009 and 300

2010 2009 2008

Non-interest expense
Salaries and employee bene $ 9,732,000 $ 11,054,00 $ 10,884,00
Occupancy and equipme 3,096,001 3,759,00! 3,838,001
Provision for losses on other real es' 356,00( 4,800,001 618,00(
Other 6,050,001 6,741,00i 5,135,00i
Total nor-interest expense 19,234,00 26,354,00 20,475,00
Income (loss) before income tax 1,360,001 (15,921,00) 92,00(
Provision (benefit) for income tax 389,00( (6,775,000 (212,000
Net income (loss 971,00( (9,146,00) 304,00(
Preferred stock dividends accrued and discoune#oal (684,00() (628,00() —
Net income (loss) available to common sharehol $  287,00( $ (9,774,000 $  304,00(
Basic earnings (loss) per common st $ 0.0¢ $ (2.05) % 0.0¢
Diluted earnings (loss) per common sh $ 0.0€ $ (2.0 % 0.0€
Common dividends per she $ — $ — $ 0.24

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




Table of Contents

PLUMAS BANCORP AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

For the Years Ended December 31, 2010, 2009 and 800

Accumulated

Other
Comprehensive Total Total
Preferred Stock _Common Stock Retained (Loss) Income Shareholders’ Comprehensive
Shares Amount Shares Amount Earnings (Net of Taxes) Equity Income (loss)
Balance, January 1, 20! 4,869,131 $5,042,00! $32,204,000 $ (107,000 $ 37,139,00
Cumulative effect of change in accounting principle
adoption of EITF 0-4 (420,00() (420,00()

Comprehensive incom:
Net income 304,00( 304,00( $ 304,00(
Other comprehensive income, net of t
Net change in unrealized (losses)/gains on

availablefor-sale investment securiti 424,00( 424,00( 424,00(
Total comprehensive incon $ 728,00(
Cash dividend— $0.24 per shar (1,153,001 (1,153,001)
Stock options exercised and related tax bel 12,47¢ 68,00( 68,00(
Stock-based compensation expel 292,00( 292,00(
Repurchase and retirement of common s (106,267 (100,000 (1,117,00i) (1,217,000
Balance, December 31, 20 4,775,33' $5,302,001 $29,818,00' $ 317,000 $ 35,437,00
(Continued)
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’

(Continued)
For the Years Ended December 31, 2010, 2009 and 300

EQUITY

Accumulated

Other
Comprehensive Total Total
Preferred Stock Common Stock Retained  (loss) Income Shareholders’ Comprehensive
Shares Amount Shares Amount Earnings (Net of Taxes) Equity Income (loss)
Balance, December 31, 20 4,775,33! $5,302,001 $29,818,00 $ 317,00( $ 35,437,00
Comprehensive los
Net loss (9,146,001) (9,146,000 $  (9,146,00i)
Other comprehensive income, net of t
Unrealized gains on securities transferred fr
helc-to-maturity to availabl- for-sale 197,00( 197,00( 197,00(
Net change in unrealized gains on available-
for-sale investment securiti 108,00( 108,00( 108,00(
Total comprehensive lo: $ (8,841,000
Preferred stock issu¢ 11,94¢ $11,516,00 11,516,00
Stock warrants issue 407,00( 407,00(
Preferred stock dividends & accreti 79,000 (628,00() (549,000
Stock options exercised and related tax bel 1,00( 5,00( 5,00(
Stocl-based compensation expel 256,00( 256,00(
Balance, December 31, 20 11,94¢ 11,595,00 4,776,33! 5,970,000 20,044,00 622,00( 38,231,00
Comprehensive Incom
Net Income 971,00( 971,00( $ 971,00(
Other comprehensive loss, net of t
Net change in unrealized gains on available
for-sale investment securiti (674,000 (674,000 (674,000
Total comprehensive incon $ 297,00(
Preferred stock dividends & accreti 87,00( (684,00() (597,000)
Stock-based compensation expel 57,00( 57,00(

Balance, December 31, 20

11,94¢ $11,682,00 4,776,33! $6,027,001 $20,331,00 $

(52,000 $ 37,988,00

The accompanying notes are an integral part of th@sconsolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the Years Ended December 31, 2010, 2009 and 800

(Continued)

2010 2009 2008
Cash flows from operating activitie
Net income (loss $ 971,00( $ (9,146,000 $ 304,00
Adjustments to reconcile net income (loss) to resthcprovided by

operating activities
Provision for loan losse 5,500,001 14,500,00 4,600,001
Change in deferred loan origination costs/fees (79,000 (29,000 285,00(
Stocl-based compensation expel 57,00( 256,00( 292,00(
Depreciation and amortizatic 1,693,001 1,929,001 1,984,001
Amortization of investment security premiul 514,00( 283,00( 56,00(
Accretion of investment security discoul (55,000 (53,000 (55,000
Impairment loss on investment secu 415,00(
Gain on sale of investmer (1,160,00) (20,000
Gain on sale of loans held for si (1,055,001 (593,000
Loans originated for sa (21,286,00) (12,598,00)
Proceeds from loan sal 14,873,00 11,393,00
Provision for losses on other real es 356,00( 4,800,001 618,00(
Proceeds from secured borrowi 4,284,001
Net loss (gain) on sale of premises and equipi 4,00( (6,000 13,00(
Net (gain) loss on sale of other real estate ahities ownec (58,000 198,00( 18,00(
Earnings on bank owned life insurance polic (444,000 (434,000 (421,000
Expenses on bank owned life insurance poli 92,00( 89,00( 83,00(
Provision (benefit) for deferred income ta: 389,00( (3,852,00) (1,459,00)
Decrease (increase) in accrued interest receiattleother asse 5,322,00! (7,022,001 297,00(
Increase (decrease) increase in accrued intengsbleaand other

liabilities 197,00( 355,00( (711,00()

Net cash provided by operating activit 10,115,00 70,00( 6,319,00!
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CONSOLIDATED STATEMENT OF CASH FLOWS

(Continued)

For the Years Ended December 31, 2010, 2009 and 300

Cash flows from investing activitie

Proceeds from matured and called avail- for-sale investment securiti

Proceeds from matured and called -to- maturity investment securitit

Proceeds from sale of h-to-maturity securitie!

Proceeds from sale of availa-for-sale securitie

Purchases of availal-for-sale investment securiti

Purchases of he-to-maturity investment securitit

Proceeds from principal repayments from availablesile government-
guaranteed mortga-backed securitie

Net decrease (increase) in lo:

Proceeds from sale of vehicl

Proceeds from sale of other real es

Purchases of premises and equipn
Net cash provided by (used in) investing activi

Cash flows from financing activitie

Net (decrease) increase in demand, int-bearing and savings depos
Net (decrease) increase in time depc
Net (decrease) increase in si-term borrowings
Proceeds from lor-term debr
Repayment of lor-term debi
Issuance of preferred stock, net of discc
Payment of cash dividend on preferred st
Issuance of common stock warr:
Proceeds from exercise of stock opti
Repurchase and retirement of common s
Payment of cash dividends on common st

Net cash (used in) provided by financing activi

Increase in cash and cash equival

Cash and cash equivalents at beginning of
Cash and cash equivalents at end of

(Continued)

2010 2009 2008
$31,89500 $ 800000  $ 16,475,00
1,836,001 920,00
943,00
40,902,00 86,00(
(57,238,00)  (65,876,00) (2,990,001
(1,586,001)
8,927,001 7,320,001 2,819,001
16,623,00 8,683,00! (19,520,00)
177,00 270,00 376,00
3,462,001 1,992,001
(1,210,001 (253,00) (2,566,00)
43,538,00 (38,585,00) (4,486,001
(3,353,001 37,383,00 9,658,00!
(5,015,001 24,379,00 (30,105,00)
(20,000,00)  (14,000,00) 26,500,00
20,000,00
(20,000,00)
11,516,00
(150,000) (473,000
407,00
5,00( 68,00(
(1,217,001
(1,153,001
(48,518,00) 79,217,00 3,751,001
5,135,001 40,702,00 5,584,001
59,493,00 18,791,00 13,207,00
$64,62800  $59,49300 $ 18,791,00




Table of Contents

PLUMAS BANCORP AND SUBSIDIARY

CONSOLIDATED STATEMENT OF CASH FLOWS
(Continued)
For the Years Ended December 31, 2010, 2009 and 300

2010 2009 2008
Supplemental disclosure of cash flow informati
Cash paid during the year fc
Interest expens $ 3,000,001 $ 3,666,00 $ 5,804,00
Income taxe: $ $ 65,00( $ 1,385,00i
Non-cash investing activitie:
Real estate acquired through foreclos $ 1,391,001 $ 14,053,00 $ 4,364,001
Vehicles acquired through reposses: $ 112,00 $ 245,00 $ 388,00(
Reclassification of loans to other ass $ 113,00
Investment securities transferred from held-to-migtiio available-for-
sale $ $ 11,722,00 $
Net change in unrealized gain/loss on availables&de investment
securities $ (674,000 $ 108,00( $  424,00(

The accompanying notes are an integral
part of these consolidated financial statements.
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PLUMAS BANCORP AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. THE BUSINESS OF PLUMAS BANCORP

During 2002, Plumas Bancorp (the “Companwas incorporated as a bank holding company forpingose of acquirir
Plumas Bank (the “Bank’m a one bank holding company reorganization. Ehigorate structure gives the Company an
Bank greater flexibility in terms of operation exgéon and diversification. The Company formed Plan®tatutory Trust
(“Trust 1) for the sole purpose of issuing trust preferredusges on September 26, 2002. The Company formet&
Statutory Trust Il (“Trust II") for the sole purpe®f issuing trust preferred securities on Septer@8e2005.

The Bank operates eleven branches in Californigduding branches in Alturas, Chester, Fall Rivell$fiGreenville, King
Beach, Portola, Quincy, Redding, Susanville, TaBdg, and Truckee. In addition to its branch netkydhe Bank operates
administrative office in Reno, Nevada and a lendiffige specializing in governmegtiaranteed lending in Auburn, Califort
The Banks primary source of revenue is generated from giogiloans to customers who are predominately saradl middl
market businesses and individuals residing in timeosnding areas.

The Banks deposits are insured by the Federal Deposit &msar Corporation (FDIC) up to applicable legal taniThe Bank i
participating in the Federal Deposit Insurance Goapon (FDIC) Transaction Account Guarantee Pnogrdnder the prograr
through December 31, 2010, all nonintedeséring transaction accounts were fully guarantegedhe FDIC for the entil
amount in the account. On July 21, 2010, Presi@anack Obama signed the DoBdank Wall Street Reform and Consu
Protection Act (the “Dodd-Frank Act”\which, in part, permanently raises the current ddath maximum deposit insural
amount to $250,000. Amendments related to the ereattof the Dodd-rank Act now provide full deposit insurance cogg
for noninterest bearing deposit transaction accobaginning December 31, 2010 for an additional year period.

2. REGULATORY MATTERS

Effective March 16, 2011, in connection with thenB& regularly scheduled 2010 Joint FDIC and CalirBiepartment «
Financial Institutions (“DFI”) examination, the Bamntered into a Consent Order (“Ordewith the FDIC and the DFI. Tl
FDIC and DFI in the Consent Order, require cergaitions to be taken by the Bank including amongisth

. Within 240 days of the date of the Order, incecasd maintain the Barkleverage ratio to at least 10% and mail
its total risl-based capital ratio at 13% or mo

. Reduce or eliminate certain classified assets By4billion within 180 days of the date of the Oréad reducin
them by an additional $4.9 million within 240 dayf¢he Order

. Obtain an independent study of the management arsbpnel structure of the Bank within 150 dayshef date ¢
the Order to determine whether the Bank is stdffedualified individuals commensurate with its s risk profil
to ensure the safe and profitable operation oBiuek;

. Not pay cash dividends to Plumas Bancorp withoaitattior written consent of the FDIC and D
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

2. REGULATORY MATTERS (Continued)

One of Managemerg’top priorities has and will continue to be toueelits problem assets. The order serves to fazmain
reinforce the Company’s on-going plans to strengtthee Company’s operations and to implement thekBastrategic pla
Currently the Bank has exceeded the Order’s tigkitrased capital ratio goal of 13% and Managementase achieve tt
leverage ratio target of 10% by year-end withoetitijection of any new capital. As of December 3110, the Banls leverag
ratio was 8.9% and total risk-based capital ratis &4.0%.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Consolidation and Basis of Presentation

The consolidated financial statements include twants of the Company and the consolidated acsafrits whollyownec
subsidiary, Plumas Bank. All significant intercompaalances and transactions have been eliminated.

Plumas Statutory Trust | and Trust Il are not cdidated into the Compang’ consolidated financial statements .
accordingly, are accounted for under the equityhoddt The Companyg’ investment in Trust | of $275,000 and Trust |
$152,000 are included in accrued interest receévaht other assets on the consolidated balance 3teejunior subordinat
deferrable interest debentures issued and guadhhiethe Company and held by Trust | and Trusteélraflected as debt on:
consolidated balance sheet.

The accounting and reporting policies of Plumasd®am and subsidiary conform with accounting pritespgenerally accept
in the United States of America and prevailing ficas within the banking industry.

Reclassifications
Certain reclassifications have been made to pearg/ balances to conform to the classificatioresdus 2010.

Segment Information

Management has determined that since all of th&ibgmproducts and services offered by the Comparyasailable in eac
branch of the Bank, all branches are located witfnsame economic environment and managementnadb@diocate resourc
based on the performance of different lending amgaction activities, it is appropriate to aggredhe Bank branches and re|
them as a single operating segment. No customeuatxfor more than 10 percent of revenues foQitvapany or the Bank.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Use of Estimates
The preparation of consolidated financial statemént conformity with generally accepted accountpinciples require
management to make estimates and assumptions. €ktis®mtes and assumptions affect the reported mtmai assets a
liabilities at the date of the consolidated finahdtatements and the reported amounts of reveangexpenses during
reporting period. Actual results could differ frahese estimates.

Cash and Cash Equivalents

For the purpose of the statement of cash flowsh easl due from banks and Federal funds sold arsidemed to be ca
equivalents. Generally, Federal funds are soldbfar day periods. As of December 31, 2010 all casth Wwith other federall
insured institutions was fully insured by the FDIC.

Investment Securities

Investments are classified into one of the follagyvaategories:

. Available-forsale securities reported at fair value, with unrzeal gains and losses excluded from earnings goattes
net of taxes, as accumulated other comprehensiegnia (loss) within sharehold’ equity.

. Held-tomaturity securities, which management has the ipesintent and ability to hold, reported at amatizcos!
adjusted for the accretion of discounts and ametitin of premiums

Management determines the appropriate classifitatioits investments at the time of purchase ang wmay change tr
classification in certain limited circumstances.

During 2009, management determined they no longet the positive intent to hold their held+waturity securities ar
transferred their held-to-maturity securities taitable-

for-sale (see note 5). This transfer increasesQbmpanys flexibility in managing its investment portfoliallowing the
investments to be sold in implementing its assddility management strategies and in response angds in interest rati
prepayment rates and similar factors. All transtegbveen categories are accounted for at fair valbere were no transft
between categories during 2010 or 2008. As of Déesr@l, 2010 and 2009 the Company did not have imvgstmer
securities classified as trading and gains or bssethe sale of securities are computed on theifgpalentification methoc
Interest earned on investment securities is regartenterest income, net of applicable adjustmdatsaccretion of discour
and amortization of premiums.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

Investment Securitie@ontinued)

An investment security is impaired when its cargyiralue is greater than its fair value. Investmesaturities that are impair
are evaluated on at least a quarterly basis ané meguently when economic or market conditionsrawrsuch an evaluati
to determine whether such a decline in their falug is other than temporary. Management utilizéer@a such as tt
magnitude and duration of the decline and the trayewd ability of the Company to retain its investingn the securities for
period of time sufficient to allow for an anticiealt recovery in fair value, in addition to the reasaonderlying the decline,
determine whether the loss in value is other tleampbrary. The term “other than temporaiy'hot intended to indicate that
decline is permanent, but indicates that the prdsger a neaterm recovery of value is not necessarily favorabtethat ther
is a lack of evidence to support a realizable valgeal to or greater than the carrying value ofitlvestment. Once a decline
value is determined to be other than temporary,raadagement does not intend to sell the securityisrmore likely than nq
that the Company will not be required to sell teewsity before recovery, only the portion of thepairment loss representi
credit exposure is recognized as a charge to eggnmith the balance recognized as a charge to otdmprehensive income.
management intends to sell the security or it isenti@ely than not that the Company will be reqdite sell the security befc
recovering its forecasted cost, the entire impainhess is recognized as a charge to earnings.

Investment in Federal Home Loan Bank Stock

As a member of the Federal Home Loan Bank SysteenBank is required to maintain an investment endapital stock of tt
Federal Home Loan Bank. The investment is carriedoat. At December 31, 2010 and 2009, Federal Hboaen Banl
(FHLB) stock totaled $2,188,000 and $1,933,000peetvely. On the consolidated balance sheet, Btdéome Loan Bar
stock is included in accrued interest receivablk ather assets.

Loans Held for Sale, Loan Sales and Servicing

Included in the portfolio are loans which are 7506090% guaranteed by the Small Business AdminismafSBA), U<
Department of Agriculture Rural Business Coopesfervice (RBS) and Farm Services Agency (FSA).dguieranteed portic
of these loans may be sold to a third party, with Bank retaining the unguaranteed portion. The ffi2om can receive
premium in excess of the adjusted carrying valuthefloan at the time of sale. In the case of S&a#ns, the Company may
required to refund a portion of the sales premifithe borrower defaults or prepays within ninetyslaf the settlement date.

In accordance with new accounting standards fos#he of a portion of a loan, as more fully dessdiin the Adoption of Nev
Financial Accounting Standardsg&ction of this note, we have recorded the prockeds the sale of the guaranteed portior
SBA loans that are subject to a premium refundgelbibn, which totaled $4,284,000, as a securedbdng and included su
secured borrowings in other liabilities on the baksheet. Once the premium refund obligation fegssed the transaction v
be recorded as a sale with the guaranteed poribltans and the secured borrowing removed frombtilance sheet and
resulting gain on sale recorded. Included in conemaétoans at December 31, 2010 is $4,284,000 aranteed portions
SBA loans sold subject to a @@y premium refund obligation. In February 201 ®BA eliminated the refund obligat
period and the Company will no longer be requiedéfer gain recognition.
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(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

Loans Held for Sale, Loan Sales and Servi¢bgntinued)

As of December 31, 2010 the Company had $5,2080@@vernment guaranteed loans held for sale. Lo for sale al
recorded at the lower of cost or fair vale andef@e maybe reported at fair value on a necurring basis. The fair values
loans held for sale are based on either observabisactions of similar instruments or formally cuoitted loan sale prices.

Government guaranteed loans with unpaid balance$38{686,000 and $18,512,000 were being servicedofoers ¢
December 31, 2010 and 2009, respectively. The Caomnpbso serviced loans previously sold to the Falddational Mortgag
Association (FNMA) totaling $2,185,000 and $3,0D0 @&s of December 31, 2010 and 2009, respectively.

The Company accounts for the transfer and servigfritnancial assets based on the fair value @rfial and servicing asset
controls and liabilities it has assumed, derecamifinancial assets when control has been surreddand derecogniz
liabilities when extinguished.

Servicing rights acquired through 1) a purchasg)dhe origination of loans which are sold or sé@ed with servicing right
retained are recognized as separate assets ditieabiServicing assets or liabilities are recatde the difference between
contractual servicing fees and adequate compendatigerforming the servicing, and are subseqyemntiortized in proportic
to and over the period of the related net servigimgme or expense. Servicing assets are peritglieahluated for impairmer
Fair values are estimated using discounted cashsfloased on current market interest rates. Forogsesp of measuril
impairment, servicing assets are stratified basedhate rate and term. The amount of impairmentgeized, if any is th
amount by which the servicing assets for a stragoeed their fair value.

The Company’s investment in the loan is allocatetiveen the retained portion of the loan, the sergiasset, the interestily
(10) strip, and the sold portion of the loan basedtheir relative fair values on the date the l@sold. The gain on the s
portion of the loan is recognized as income attthe of sale. The carrying value of the retainedtipn of the loan i
discounted based on the estimated value of a cahlganonguaranteed loan. The servicing asset is recogramddamortize
over the estimated life of the related loan. As¢atsounted for as interesily (10) strips) are recorded at the fair valudte
difference between note rates and rates paid tchpaers (the interest spread) and contractualciggviees, if applicable. |
strips are carried at fair value with gains or ésssecorded as a component of shareholders’ ecpiitylar to available-fosale
investment securities. Significant future prepayteaf these loans will result in the recognitionaafditional amortization
related servicing assets and an adjustment toattmgiag value of related 10 strips.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued]
Loans

Loans are stated at principal balances outstandiagpt for loans, if any, that are transferrednfioans held for sale which
carried at the lower of principal balance or mankaiue at the date of transfer, adjusted for ampredf discounts. Interest
accrued daily based upon outstanding loan balaht@sever, when, in the opinion of management, Icaesconsidered to
impaired and the future collectibility of interesmtd principal is in serious doubt, loans are plamedonaccrual status and
accrual of interest income is suspended. Any isteaecrued but unpaid is charged against incomgme@ats received a
applied to reduce principal to the extent necessargnsure collection. Subsequent payments on tloeges, or paymer
received on nonaccrual loans for which the ultimadélectibility of principal is not in doubt, arepplied first to earned b
unpaid interest and then to principal.

Loan origination fees, commitment fees, direct laaigination costs and purchased premiums and digsoon loans a
deferred and recognized as an adjustment of yielde amortized to interest income over the contederm of the loan. Tl
unamortized balance of deferred fees and coseptted as a component of net loans.

The Company may acquire loans through a businesdbication or a purchase for which differences mgigtebetween tt
contractual cash flows and the cash flows expetddue collected due, at least in part, to creddliy When the Compai
acquires such loans, the yield that may be accriecretable yield) is limited to the excess of @@mpanys estimate (
undiscounted cash flows expected to be collectent the Company initial investment in the loan. The excess oftrtua
cash flows over cash flows expected to be collectay not be recognized as an adjustment to yielsk, lor a valuatic
allowance. Subsequent increases in cash flows tegbé¢o be collected generally should be recognmespectively throuc
adjustment of the loas’yield over its remaining life. Decreases in ctigivs expected to be collected should be recognéz
an impairment.

The Company may not “carry oveor create a valuation allowance in the initial againg for loans acquired under th
circumstances. At December 31, 2010 and 2009, there no such loans being accounted for undeiptilisy.

Allowance for Loan Losses

The allowance for loan losses is an estimate dfittesses inherent in the Compasydan portfolio that have been incurre:
of the balancesheet date. The allowance is established througiogision for loan losses which is charged to esg
Additions to the allowance are expected to mainthan adequacy of the total allowance after cremisés and loan grow
Credit exposures determined to be uncollectiblechi@rged against the allowance. Cash received eviqusly charged ¢
amounts is recorded as a recovery to the allowartte overall allowance consists of two primary comgnts, specific resen
related to impaired loans and general reserveimifi@rent losses related to loans that are not iragai
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

Allowance for Loan Losseontinued)

A loan is considered impaired when, based on ctindormation and events, it is probable that trmmpany will be unable
collect all amounts due, including principal andenest, according to the contractual terms of thigirml agreement. Loa
determined to be impaired are individually evaldafer impairment. When a loan is impaired, the Camp measure
impairment based on the present value of expeatedef cash flows discounted at the Igaeffective interest rate, except the
a practical expedient, it may measure impairmesetan a loas’ observable market price, or the fair value ofdbkateral i
the loan is collateral dependent. A loan is cofitdependent if the repayment of the loan is etqueto be provided solely
the underlying collateral.

A restructuring of a debt constitutes a troublebtaestructuring (TDR) if the Company, for econoraidegal reasons relatec
the debtors financial difficulties, grants a concession te ttebtor that it would not otherwise consider. Restired workot
loans typically present an elevated level of cretik as the borrowers are not able to perform mling to the origin:
contractual terms. Loans that are reported as Td&sonsidered impaired and measured for impairaedescribed above.

The determination of the general reserve for Idhas are not impaired is based on estimates madedmagement, to incluc
but not limited to, consideration of historical $es by portfolio segment, internal asset classifina, and qualitative factors
include economic trends in the Compangervice areas, industry experience and trendgjrgehic concentrations, estime
collateral values, the Compasyunderwriting policies, the character of the Igamtfolio, and probable losses inherent in
portfolio taken as a whole.

The Companys maintains a separate allowance for each portfadigment (loan type). These portfolio segmentsude
commercial and industrial, agricultural, real estadnstruction (including land and development §)anommercial real est:
mortgage, residential mortgage, home equity loars$allment loans, automobile loans and other Iqaivearily consisting ¢
credit card receivables. The allowance for loaséssattributable to each portfolio segment, whidiuides both impaired loa
and loans that are not impaired, is combined terdehe the Companyg’ overall allowance, which is included on
consolidated balance sheet.

The Company assigns a risk rating to all loans pedodically performs detailed reviews of all sudans over a certa
threshold to identify credit risks and to assessdkerall collectability of the portfolio. Theseskiratings are also subject
examination by independent specialists engagedhéyCompany and the Compasyegulators. During these internal revie
management monitors and analyzes the financial itondof borrowers and guarantors, trends in théustries in whic
borrowers operate and the fair values of collatseguring these loans. These credit quality indisaare used to assign a
rating to each individual loan. The risk ratings & grouped into five major categories, definetbsws:

Pass— A pass loan is a strong credit with no existimgknown potential weaknesses deserving of manageselos:
attention.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

Allowance for Loan Losseontinued)

Watch — A Watch loan has potential weaknesses that desmanagemerg’ close attention. If left uncorrected, tt
potential weaknesses may result in deterioratigh®fepayment prospects for the loan or in the @om’s credit positio
at some future date. Watch loans are not adverdaegified and do not expose the Company to safftciisk to warrat
adverse classification.

Substandard— A substandard loan is not adequately protectedhbyctirrent sound worth and paying capacity o
borrower or the value of the collateral pledgedanfy. Loans classified as substandard have adeélted weakness
weaknesses that jeopardize the liquidation of tigt.dwWell defined weaknesses include a progelettk of marketability
inadequate cash flow or collateral support, failtwecomplete construction on time or the projgdailure to fulfill
economic expectations. They are characterized éydistinct possibility that the Company will sustgiome loss if tr
deficiencies are not corrected.

Doubtful — Loans classified doubtful have all the weaknesshsrent in those classified as substandard withatio:
characteristic that the weaknesses make collectidiquidation in full, on the basis of currentindwn facts, conditior
and values, highly questionable and improbable.

Loss— Loans classified as loss are considered uncdilecnd charged off immediately.

The general reserve component of the allowancé#or losses also consists of reserve factors teab@sed on management’
assessment of the following for each portfolio segtn(1) historical losses and (2) other qualimtiactors, including inhere
credit risk. These reserve factors are inherenthjestive and are driven by the repayment risk @ased with each portfol
segment described below.

Commercial — Commercial loans generally possess a lower inhetishtof loss than real estate portfolio segm
because these loans are generally underwrittexigtrey cash flows of operating businesses. Debege is provided |
business cash flows and economic trends influebgaghemployment rates and other key economic itclisare close
correlated to the credit quality of these loans.

Agricultural — Loans secured by crop production and livestock emgecially vulnerable to two risk factors that
largely outside the control of Company and borraveommodity prices and weather conditions.

Real estate — Residential and Home Equity LinesQredit—The degree of risk in residential real estate legdiepenc
primarily on the loan amount in relation to collaevalue, the interest rate and the borroweability to repay in an orde
fashion. These loans generally possess a loweranheisk of loss than other real estate portfemments. Econon
trends determined by unemployment rates and otierekonomic indicators are closely correlated odfedit quality ¢
these loans. Weak economic trends indicate thatdh®wers’ capacity to repay their obligations nheydeteriorating.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

Allowance for Loan Losseontinued)

Real estate — Commercia Commercial real estate mortgage loans generallggsssa higher inherent risk of loss 1
other real estate portfolio segments, except lamtl@nstruction loans. Adverse economic developsentan overbui
market impact commercial real estate projects amgl result in troubled loans. Trends in vacancysratecommercit
properties impact the credit quality of these loaHgh vacancy rates reduce operating revenuestlaadability fo
properties to produce sufficient cash flow to seeudebt obligations.

Real estate — Construction and Land Development Construction and land development loans generallys@ss
higher inherent risk of loss than other real espatdfolio segments. A major risk arises from theeessity to comple
projects within specified cost and time lines. T®iin the construction industry significantly imp#ee credit quality ¢
these loans, as demand drives construction activitaddition, trends in real estate values sigaiitly impact the crec
quality of these loans, as property values detegritie economic viability of construction projects.

Installment — An installment loan portfolio is usually comprised a large number of small loans scheduled t
amortized over a specific period. Most installmi@ns are made directly for consumer purchasespubsiness loai
granted for the purchase of heavy equipment orstidl vehicles may also be included. Economicdsedetermined
unemployment rates and other key economic indisadoe closely correlated to the credit quality ledse loans. We
economic trends indicate that the borrowers’ capdcirepay their obligations may be deteriorating.

Other - Other loans primarily consist of automobile aneldit card loans and are similar in nature to ilveeent loans.

Although management believes the allowance to lkequate, ultimate losses may vary from its estimateseast quarterly, tt
Board of Directors reviews the adequacy of thevadlace, including consideration of the relative sigk the portfolio, currel
economic conditions and other factors. If the Baafr®irectors and management determine that chaagewarranted based
those reviews, the allowance is adjusted. In aafilitihe Companyg primary regulators, the FDIC and California Déypeent o
Financial Institutions, as an integral part of th@amination process, review the adequacy of Hogvance. These regulatc
agencies may require additions to the allowanceedam their judgment about information availabletts time of the
examinations.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

Allowance for Loan Losseontinued)

The Company also maintains a separate allowanceffitralancesheet commitments. Management estimates anticipaged
using historical data and utilization assumptioftse allowance totaled $141,000 at December 31, 2002009, respective
and is included in accrued interest payable andrdthbilities in the consolidated balance sheet.

Other Real Estate

Other real estate relates to real estate acquirddllior partial settlement of loan obligationshish was $8,867,000 net o
valuation allowance of $4,188,000 at December 31,02and $11,204,000 net of a valuation allowance®D66,000
December 31, 2009. Proceeds from sales of othdr esiate totaled $3,462,000 and $1,992,000 for yhars ende
December 31, 2010 and 2009, respectively. For ¢iae gnded December 31, 2010 the Company recordath @n sale of oth
real estate of $43,000. This compares to a lossatmof $158,000 during 2009. There were no sdlether real estate in 20(
When other real estate is acquired, any excedsedBanks recorded investment in the loan balance and eddnierest incon
over the estimated fair market value of the proplkeds costs to sell is charged against the alloedor loan losses. A valuati
allowance for losses on other real estate is maedato provide for temporary declines in valueeTllowance is establish
through a provision for losses on other real estdtech is included in other expenses. Subsequeinsga losses on sales
write-downs resulting from permanent impairmentraeorded in other income or expenses as incurred.

Intangible Assets

Intangible assets consist of core deposit intargibbelated to branch acquisitions and are amortimgadg the straighline
method over ten years. The Company evaluates tweeability and remaining useful life annuallydetermine whether eve
or circumstances warrant a revision to the intdegisset or the remaining period of amortizatidmerg were no such events
circumstances in 2010 or 2009.

Premises and Equipment

Premises and equipment are carried at cost. Depi@tiis determined using the straidine method over the estimated us
lives of the related assets. The useful lives efpses are estimated to be twenty to thirty yeBns. useful lives of furnitur
fixtures and equipment are estimated to be twe@noyears. Leasehold improvements are amortizedtbedife of the asset
the life of the related lease, whichever is shoiténen assets are sold or otherwise disposed@f,dkt and related accumule
depreciation or amortization are removed from theoants, and any resulting gain or loss is recaghim income for tr
period. The cost of maintenance and repairs isgelthto expense as incurred. The Company evalustesiges and equipme
for financial impairment as events or changes liouchstances indicate that the carrying amount ol sissets may not be fu
recoverable.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued]
Income Taxes

The Company files its income taxes on a consoldldiasis with its subsidiary. The allocation of inm tax expen:
(benefit) represents each entity’s proportionateeiof the consolidated provision for income taxes.

Deferred tax assets and liabilities are recognieethe tax consequences of temporary differenedsden the reported amo
of assets and liabilities and their tax bases. Defetax assets and liabilities are adjusted ferdffects of changes in tax le
and rates on the date of enactment. A valuatioowalhce is recognized if, based on the weight ofilalvie evidenc
management believes it is more likely than not #whe portion or all of the deferred tax asset$ mat be realized. On tl
consolidated balance sheet, net deferred tax amseiscluded in accrued interest receivable ahdraissets.

Accounting for Uncertainty in Income Taxes

When tax returns are filed, it is highly certairattsome positions taken would be sustained upomiadion by the taxin
authorities, while others are subject to uncenaaitout the merits of the position taken or the am@f the position that wou
be ultimately sustained. The benefit of a tax pmsits recognized in the financial

statements in the period during which, based omadilable evidence, management believes it is ke than not that tr
position will be sustained upon examination, inahgdthe resolution of appeals or litigation proesssif any. Tax positiol
taken are not offset or aggregated with other ot Tax positions that meet the more-likely-them-recognition threshold ¢
measured as the largest amount of tax benefitishatore than 50 percent likely of being realizedmusettiement with tt
applicable taxing authority. The portion of the bfis associated with tax positions taken that edsghe amount measure(
described above is reflected as a liability foraamgnized tax benefits in the accompanying balateet along with ai
associated interest and penalties that would bahpayo the taxing authorities upon examination.

Interest expense and penalties associated withcognéized tax benefits, if any, are classified aine tax expense in 1
consolidated statement of operations. There haga be significant changes to unrecogniedbenefits or accrued interest
penalties for the years ended December 31, 201Q@0@l

Earnings (Loss) Per Share

Basic earnings (loss) per share (EPS), which eesludilution, is computed by dividing income (loasjilable to commc
stockholders (net income or (loss) less preferigaiends) by the weightedverage number of common shares outstandir
the period. Diluted EPS reflects the potentialtitin that could occur if securities or other contsao issue common stock, s
as stock options, result in the issuance of comstook which shares in the earnings of the Compaie treasury stot
method has been applied to determine the dilufifeetof stock options in computing diluted EPS.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

StockBased Compensation

At December 31, 2010, the Company had two sharehalpproved stockased compensation plans, the Plumas Bank 20(
1991 Stock Option Plans (the “Plans”) which arecdbesd more fully in Note 12.

Compensation expense, net of related tax benediteyded in 2010, 2009 and 2008 totaled $53,0087 90 and $269,000
$0.01, $0.05 and $0.06 per diluted share, respgtiCompensation expense is recognized over théngeperiod on a straic
line accounting basis.

The Company determines the fair value of the ogtipreviously granted on the date of grant usingexiBScholesMertor
option pricing model that uses assumptions basezkpacted option life, expected stock volatilitidahe riskfree interest rat
The expected volatility assumptions used by the gy are based on the historical volatility of @@mpanys common stoc
over the most recent period commensurate

with the estimated expected life of the Compangtock options. The Company bases its expectedabsumption on |
historical experience and on the terms and conditinf the stock options it grants to employees. i$lefree rate is based
the U.S. Treasury yield curve for the periods witkie contractual life of the options in effecttia¢ time of the grant. Tl
Company also makes assumptions regarding estinfiatiitures that will impact the total compensatiexpenses recogniz
under the Plans.

The fair value of each option is estimated on thie @f grant using the following assumptions.

2008
Expected life of stock optior 5.2 year
Interest rat—stock options 2.98%
Volatility—stock options 25.2%
Dividend yields 2.61%
Weightec-average fair value of options granted during ther $ 2.54

No options were granted during the years ended mkee31, 2010 and 2009.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,

Adoption of New Financial Accounting Standards

Accounting for Transfers of Financial Assets

In June 2009, the Financial Accounting Standardar8¢“FASB”) issued FASB Accounting Standards Upd@ASU") 2009-
16, Accounting for Transfers of Financial Assets {&t@ent 166) which amends previously issued accounting guieax
enhance accounting and reporting for transfersnaintial assets, including securitizations or qaitig exposure to the ris
related to transferred financial assets. Priohtoissuance of Statement 166, transfers undecipation agreements and ot
partial loan sales fell under the general guiddocéransfers of financial assets. Statement 1@®duces a new definition fo
participating interest along with the requirememnt partial loan sales to meet the definition ofaatigipating interest for se
treatment to occur. If a participation or othertigdloan sale does not meet the definition, theipo sold should remain on t
books and the proceeds recorded as a secured lgrantil the definition is met. Additionally, exiag provisions that requi
the transferred assets to be isolated from thenatigg institution (transferor), that the transfedoes not maintain effecti
control through certain agreements to repurchasaedeem the transferred assets and that the pimghasstitutior
(transferee) has the right to pledge or exchangeatisets acquired were retained. The new providiename effective «
January 1, 2010 and early adoption was not pemhnittender this new standard, the Companigan participations were 1
affected, but the Company deferred approximate$0§H0 of gains and recorded $4,284,000 of sedmeawings related -
the sale of a portion of certain loans as of Deam3i, 2010. These gains will be recognized whenvthrranty periods th
precluded the sales from meeting the participatitgrest standard expire.

Fair Value Measurements

In January 2010, the FASB issued FASB ASU 20104@8proving Disclosures about Fair Value Measuretagmhich amend
and clarifies existing standards to require addéladisclosures regarding fair value measuremetecifically, the standa
requires disclosure of the amounts of significanhsfers between Level 1 and Level 2 of the falueehierarchy and ti
reasons for these transfers, the reasons for angfars in or out of Level 3, and information i tieconciliation of recurrir
Level 3 measurements about purchases, sales, i&uand settlements on a gross basis. This stantiaifies that reportin
entities are required to provide fair value measuet disclosures for each class of assets anditiedi—previously separa
fair value disclosures were required for each me@tegory of assets and liabilities. This standdsd clarifies the requireme
to disclose information about both the valuatioohtéques and inputs used in estimating Level 2 bedel 3 fair valu
measurements. Except for the requirement to discio®rmation about purchases, sales, issuanceksettlements in tl
reconciliation of recurring Level 3 measurementsaogross basis, these disclosures are effectivthéoyear ended Decem
31, 2010. The requirement to separately disclosehaises, sales, issuances, and settlements ofingcuevel 3 measuremel
becomes effective for the Company for the year iiégg on January 1, 2011. The Company adoptednig accountin
standard as of January 1, 2010 and the impactagftanh was not material to the consolidated finahsiatements.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued,)

Adoption of New Financial Accounting Standaf@ontinued)

Disclosures about the Credit Quality of Financingcdgivables and the Allowance for Credit Losses

In July 2010, the FASB issued FASB ASU 2010-R@sclosures about the Credit Quality of Financingdgivables and tt
Allowance for Credit LossesASU 201020 requires more robust and disaggregated dis@esaibout the credit quality
financing receivables (loans) and allowances fanldosses, including disclosure about credit qualidicators, past di
information and modifications of finance receivabl&he disclosures as of the end of a reportinpg@erre effective for interir
and annual reporting periods ending on and afteceBer 15, 2010. The disclosures about activity dtaurs during .
reporting period are effective for interim and aalhneporting periods beginning on or after Deceni%r2010. The adoption
this guidance has significantly expanded discloserpiirements related to accounting policies arsgldsures related to tl
allowance for loan losses but did not have an impadhe Company’s financial position, results pération or cash flows.

4. FAIR VALUE MEASUREMENTS

Fair Value of Financial Instruments

The estimated fair values of the Company’s findnostruments are as follows:

December 31, 201 December 31, 200

Carrying Fair Carrying Fair
Amount Value Amount Value
Financial asset:
Cash and cash equivalel $ 64,628,00 $ 64,628,00 $ 59,493,00 $ 59,493,00
Investment securitie 63,017,00 63,017,00 87,950,00! 87,950,00
Loans 307,151,00 304,045,00 323,408,00 325,589,00
FHLB stock 2,188,00! 2,188,001 1,933,00!I 1,933,00!
Bank owned life insuranc 10,463,000 10,463,00 10,111,00 10,111,00
Accrued interest receivab 1,784,00! 1,784,00! 2,487,00I 2,487,00!
Financial liabilities:
Deposits $424,887,00 $425,009,00 $433,255,00 $433,311,00
Shor-term borrowings 20,000,00 20,000,00
Long-term debi 20,000,00 19,817,00
Junior subordinated deferrable interest deben 10,310,00 2,992,001 10,310,00 2,909,00!
Accrued interest payab 623,00( 623,00( 476,00( 476,00(

These estimates do not reflect any premium or discthat could result from offering the Compasgntire holdings of
particular financial instrument for sale at onedjmor do they attempt to estimate the value dtiatted future business relat
to the instruments. In addition, the tax ramifioas related to the realization of unrealized gaim$ losses can have a signific
effect on fair value estimates and have not beesidered in any of these estimates.

The following methods and assumptions were usednbgagement to estimate the fair value of its fir@niostruments &
December 31, 2010 and December 31, 2009:

Cash and cash equivalenfsir cash and cash equivalents, the carrying aniswstimated to be fair value.

Investment securitie$ior investment securities, fair values are basequmted market prices, where available. If quotedket
prices are not available, fair values are estimatgidg quoted market prices for similar securiteesl indications of valu
provided by brokers.
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4. FAIR VALUE MEASUREMENTS (Continued)

Loans:For variablerate loans that reprice frequently with no sigmrifit change in credit risk, fair values are basedaomyinc
values. Fair values of loans held for sale, if aarg estimated using quoted market prices for ainhdlans. The fair values !
other loans are estimated using discounted cashdimlyses, using interest rates currently beifigred at each reporting d
for loans with similar terms to borrowers of comgdale creditworthiness. The fair value of loansdgusted for the allowan
for loan losses. The carrying value of accruedr@gereceivable approximates its fair value.

The fair value of impaired loans is based on either estimated fair value of underlying collatevalestimated cash flow
discounted at the loam'effective rate. Assumptions regarding credit ekl cash flows are determined using available et
information and specific borrower information.

FHLB stock: The carrying amount of FHLB stock approximates fag value. This investment is carried at cost as
redeemable at par with certain restrictions.

Bank owned life insuranc&he fair values of bank owned life insurance pekicare based on current cash surrender val
each reporting date provided by the insurers.

Deposits:The fair values for demand deposits are, by défimitequal to the amount payable on demand ateperting dat
represented by their carrying amount. Fair valoediked+ate certificates of deposit are estimated usidgseounted cash fla
analysis using interest rates offered at each tigodate by the Bank for certificates with simil@maining maturities. Tl
carrying amount of accrued interest payable appnatés its fair value.

Shortterm borrowingsThe carrying amount of the short-term borrowinggragimates its fair value.

Long-term debt:The fair values for longerm FHLB term advances are estimated using digeducash flow analyses, us
interest rates currently being offered at eachnteéppdate for FHLB advances with a similar maturit

Junior subordinated deferrable interest debenturks: fair value of junior subordinated deferrabléeiast debentures w
determined based on the current market valueKerldind instruments of a similar maturity and stuae.

Commitments to extend credit and letters of crédie fair value of commitments are estimated udirgfées currently charg
to enter into similar agreements. Commitments terak credit are primarily for variable rate loansl detters of credit.

For these commitments, there is no significantetdifice between the committed amounts and theivédires and therefo
these items are not included in the table above.
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FAIR VALUE MEASUREMENTS (Continued)

Because no market exists for a significant portiérihe Companys financial instruments, fair value estimates aased o
judgments regarding current economic conditiorsk dharacteristics of various financial instrumegtsl other factors. The
estimates are subjective in nature and involve iiaiceies and matters of significant judgment ahdréfore cannot |
determined with precision. Changes in assumptiondcsignificantly affect the fair values presented

The Company measures fair value under the fairevalerarchy described below.
Level 1: Quoted prices for identical instrumenggigrd in active exchange markets.

Level 2: Quoted prices for similar instruments ittive markets, quoted prices for identical or sanilnstruments |
markets that are not active and moblased valuation techniques for which all significassumptions are observable
can be corroborated by observable market data.

Level 3: Model based techniques that use one ggnif assumption not observable in the market. @hawbservab
assumptions reflect the Compasyestimates of assumptions that market participanotsld use on pricing the assel
liability. Valuation techniques include managemjeidigment and estimation which may be significant.

In certain cases, the inputs used to measure dhievmay fall into different levels of the fair ual hierarchy. In such cases,
level in the fair value hierarchy within which tfeir value measurement in its entirety falls hasrbdetermined based on
lowest level input that is significant to the faalue measurement in its entirety. The Compamgsessment of the significa
of a particular input to the fair value measuremnierits entirety requires judgment, and considextdrs specific to the asse
liability.

Management monitors the availability of observabkrket data to assess the appropriate classificafidinancial instrumen
within the fair value hierarchy. Changes in ecorooanditions or moddbased valuation techniques may require the traid
financial instruments from one fair value levelanother. In such instances, the transfer is regpaatethe beginning of tl
reporting period.

Management evaluates the significance of trangfetseen levels based upon the nature of the finhim@trument and size
the transfer relative to total assets, total litib8 or total earnings.
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4. FAIR VALUE MEASUREMENTS (Continued)

The following tables present information about @@mpanys assets and liabilities measured at fair valua eecurring an
non recurring basis as of December 31, 2010 ancmker 31, 2009, and indicates the fair value hidsaiof the valuatio
techniques utilized by the Company to determinéd air value:

Assets and liabilities measured at fair value oacarring basis are summarized below:

Fair Value Measurements at December 31, 2010 L
Quoted Prices i

Active Markets fo Significant Othe Significant
Identical Asset: Observable Inpu Unobservable
Total Fair Valui (Level 1) (Level 2) Inputs (Level 3
Assets:
U.S. Treasury securitie $ 1,032,001 $ 1,032,001
U.S. Government agenci 40,430,00 40,430,00
U.S. Government agencies collateralized by
mortgage obligation 21,273,00 $ 21,273,00
Obligations of states and political subdivisic 282,00( 282,00(
$ 63,017,000 $ 41,744,00 $ 21,273,00 $ 0
Fair Value Measurements at December 31, 2009 L
Quoted Prices i
Active Markets fo Significant Othe Significant
Identical Asset: Observable Inpu Unobservable
Total Fair Valui (Level 1) (Level 2) Inputs (Level 3
Assets:
U.S. Treasury securitie $ 1,052,000 $ 1,052,001
U.S. Government agenci 55,889,00 55,889,00
U.S. Government agencies collateralized by
mortgage obligation 19,287,00 $ 19,287,00
Obligations of states and political subdivisic 11,722,00 11,722,00

$ 87,950,00 $ 68,663,00 $ 19,287,00 $ 0
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4. FAIR VALUE MEASUREMENTS (Continued)
The fair value of securities available-feale equals quoted market price, if available uidtgd market prices are not availa
fair value is determined using quoted market prfoesimilar securities. There were no changesiévaluation techniques us
during 2010 or 2009. Changes in fair market vaheeracorded in other comprehensive income.

Assets and liabilities measured at fair value mom-recurring basis are summarized below:

Fair Value Measurements at December 31, 2010 L

Quoted Pricesi Significant
Active Markets fo Significant Othe Unobservabl
Identical Asset: Observable Inpu Inputs Total Gain:
Total Fair Valui (Level 1) (Level 2) (Level 3) (Losses
Assets:
Impaired loan: $ 13,521,00 $ 13,521,00 $(1,356,001)
Other real estat 8,867,00! 8,867,00! (235,000
$ 22,388,00 $ 22,388,00 $(1,591,000)
Fair Value Measurements at December 31, 2009 L
Quoted Prices i Significant
Active Markets fo Significant Othe Unobservabl
Identical Asset: Observable Inpu Inputs Total Gain:
Total Fair Valui (Level 1) (Level 2) (Level 3) (Losses
Assets:
Impaired loan: $ 9,435,00i $ 9,435,00! $(5,127,001)
Other real estat 11,204,00 11,204,00 (4,457,001
$ 20,639,00 $ 20,639,00 $(9,584,000)

The following methods were used to estimate theviaiue of each class of assets above.

Impaired LoansThe fair value of impaired loans is based on tlievialue of the collateral, if collateral dependenthe presel
value of the expected cash flows discounted atahe’s effective rate for those loans not collateraledefent. If the Compa
determines that the value of an impaired loan ss khan the recorded investment in the loan, theiog value is adjuste
through a chargeff recorded through the allowance for loan lossestal losses of $1,356,000 and $5,127,000 rept
impairment charges recognized during the yearscebaeember 31, 2010 and 2009, respectively relateke above impaire
loans. There were no changes in the valuation tgabke used during 2010.




Table of Contents

PLUMAS BANCORP AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

4. FAIR VALUE MEASUREMENTS (Continued)

Other Real Estateéfhe fair value of other real estate is based opgnty appraisals at the time of transfer and asogypiate
thereafter, less estimated costs to sell. Estimatesis to sell other real estate were based ordatdnmarket factor
Management periodically reviews other real estatdetermine whether the property continues to lbdechat the lower of i
recorded book value or estimated fair value, netstimated costs to sell.

5. INVESTMENT SECURITIES

The amortized cost and estimated fair value ofstment securities at December 31, 2010 and 200€isted of the following:

Availablefor-Sale

2010
Gross Gross Estimatec
Amortized Unrealizec Unrealizec Fair
Cost Gains Losses Value
Debt securities

U.S. Treasury securitie $ 1,025,001 $ 7,00( $ 1,032,001
U.S. Government agenci 40,662,00 58,00( $ (290,000 40,430,00
U.S. Government agencies collateralized by mortgage

obligations 21,110,00 270,00( (107,000 21,273,00
Obligations of states and political subdivisic 308,00( (26,000 282,00(

$ 63,105,00 $  335,00( $ (423,000 $63,017,00

Net unrealized losses on available-fale investment securities totaling $88,000 wetended, net of $36,000 in tax benefit
accumulated other comprehensive loss within shéders equity at December 31, 2010. During the year erldecember 3.
2010 the Company sold sixty-five available-for-ssdeurities for $40,902,000, recording a $1,160§4i@ on sale.

2009
Gross Gross Estimatec
Amortized Unrealizec Unrealizec Fair
Cost Gains Losses Value
Debt securities

U.S. Treasury securitie $ 1,059,001 $ (7,000 $ 1,052,00
U.S. Government agenci 55,520,00 $ 420,00 (51,000) 55,889,00
U.S. Government agencies collateralized by mortgage

obligations 18,925,00 362,00( 19,287,00
Obligations of states and political subdivisic 11,387,00 360,00( (25,000 11,722,00

$ 86,891,00 $ 1,142,001 $ (83,000 $87,950,00

Net unrealized gains on available-&ale investment securities totaling $1,059,000 wewmdrded, net of $437,000 in
expense, as accumulated other comprehensive inadtini@ shareholderséquity at December 31, 2009. During 2009 we
one available-for sale security for $86,000, regcuych $1,000 gain on sale.
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5. INVESTMENT SECURITIES (Continued)

Held-to-Maturity

There were no securities classified as helditdurity at December 31, 2010 or December 31, 26@%ated to a significa

deterioration in creditworthiness, during 2009 wédive heldto maturity securities for $943,000, recording 2089 gain o

sale. At December 31, 2009 the Company transfeatiedf its obligations of states and political sitisions from held-to-
maturity to available-fosale as it was determined that management no lomgerthe intent to hold these investment

maturity. At the time of the transfer these se@sihad an amortized cost of $11,387,000 and aréhire of $11,722,000. The

were no sales or transfers of held-to-maturity #trreent securities during the years ended Decenthe2(3.0 or 2008.

Investment securities with unrealized losses ateDdwer 31, 2010 and 2009 are summarized and ckbsificording to tf
duration of the loss period as follows:

Less than 12 Montt

Fair Unrealizec
December 31, 201 Value Losses
Debt securities
U.S. Government agenci $ 14,763,00 $ 290,00
U.S. Government agencies collateralized by mortgdudigations 13,205,00 107,00(
Obligations of states and political subdivisic 282,00( 26,00(

$ 28,250,00 $  423,00(

Less than 12 Montt

Fair Unrealizec
December 31, 20C Value Losses
Debt securities
U.S. Treasury securitie $ 1,052,001 $ 7,00(
U.S. Government agenci 10,787,00 51,00(
Obligations of states and political subdivisic 1,208,001 25,00(

$ 13,047,00 $ 83,00(

There were no securities in a loss position forentban one year as of December 31, 2010 and 2009.
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5. INVESTMENT SECURITIES (Continued)

At December 31, 2010, the Company held 63 secsritfevhich 22 were in a loss position. Of the sii@g in a loss positio
all were in a loss position for less than twelvenths. Of the 22 securities 11 are U.S. governmeeneies, 9 are U.
Government agencies collateralized by mortgagegatitins and 2 are obligations of states and palitsubdivisions. Tt
unrealized losses relate principally to market cateditions. All of the securities continue to Eg/scheduled. When analyz
an issuess financial condition, management considers thgttenf time and extent to which the market valus been less th
cost; the historical and implied volatility of tlsecurity; the financial condition of the issuertiog security; and the Company’
intent and ability to hold the security to recovefys of December 31, 2010, management does not thavimtent to sell the
securities nor does it believe it is more likehathnot that it will be required to sell these sé®s before the recovery of
amortized cost basis. Based on the Compaayaluation of the above and other relevant factbe Company does not beli
the securities that are in an unrealized loss iposits of December 31, 2010 are other than temibponaupaired.

The amortized cost and estimated fair value of sStiment securities at December 31, 2010 by conimhobaturity are show
below. Expected maturities will differ from conttaal maturities because the issuers of the seesinitiay have the right to ¢
or prepay obligations with or without call or prgpzent penalties.

Estimatec Estimatec
Amortized Fair
Cost Value
Within one yea $ 2,033,001 $ 2,044,001
After one year through five yea 39,654,00 39,418,00
After five years through ten yee 308,00( 282,00(
41,995,00 41,744,00

Investment securities not due at a single matdiaty:
Governmer-guaranteed mortga-backed securitie 21,110,00 21,273,00
$ 63,105,00 $ 63,017,00

Investment securities with amortized costs tota$86,828,000 and $72,154,000 and estimated fairegatiotaling $36,814,0
and $73,254,000 at December 31, 2010 and 200%cateply, were pledged to secure deposits, inclydinblic deposits a1
treasury, tax and loan accounts.
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6. LOANS AND THE ALLOWANCE FOR LOAN LOSSES

Outstanding loans are summarized below:

Commercial

Agricultural

Real estat— residentia

Real estat— commercial

Real estat— construction and land developm
Equity lines of credi

Installment

Other

Deferred loan costs, n
Allowance for loan losse

Changes in the allowance for loan losses werelmsva

Balance, beginning of ye
Provision charged to operatio
Losses charged to allowan
Recoveries

Balance, end of yei

December 31

2010 2009
$ 33,433,00 $ 37,056,00
38,469,00 41,722,00
43,291,00 59,815,00
119,222,00 101,582,00
31,199,00 38,061,00
36,946,00 34,814,00
2,879,001 3,334,001
8,761,00 16,294,00

314,200,00 332,678,00

275,00 298,00(
(7,324,001 (9,568,001

$307,151,00 $323,408,00

Year Ended December 3

2010 2009 2008
$ 9,568,000 $ 7,224,000 $ 4,211,00
5,500,001 14,500,00 4,600,001
(8,349,00)  (12,500,00) (1,783,001
605,00 344,00 196,001

$ 7,324,001 $ 9,568,00 $ 7,224,001

The recorded investment in impaired loans total28l #5,000 and $19,228,000 at December 31, 2012009, respectivel
The Company had specific allowances for loan los$&,903,000 on impaired loans of $11,292,00Detember 31, 2010
compared to specific allowances for loan losse$4281,000 on impaired loans of $13,716,000 at Bées 31, 2009. Tt
average recorded investment in impaired loans Her ytears ended December 31, 2010, 2009 and 200832@3833,00(
$25,092,000 and $5,243,000, respectively. The Compacognized $608,000, $369,000 and $74,000 &rest income on
cash basis for impaired loans during the yearsébsgember 31, 2010, 2009 and 2008, respectively.

Included in impaired loans are troubled debt restnings. A troubled debt restructuring is a formesdtructure of a loan whe
the Company for economic or legal reasons relaigtie borrowess financial difficulties, grants a concession te tiorrowel
The concessions may be granted in various fornefjding reduction in the standard interest ratducgion in the loan balan

or accrued interest, and extension of the matdatg.
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6. LOANS AND THE ALLOWANCE FOR LOAN LOSSES (Continued)

At December 31, 2010 and 2009, nonaccrual loaradet$25,313,000 and $14,263,000, respectivelerést foregone ¢
nonaccrual loans totaled $1,021,000, $568,000 &5ich,$00 for the years ended December 31, 2010, 20GP 200¢
respectively. Loans past due 90 days or more aratcorual status were $45,000 and $28,000 at Deae3db@010 and 200

respectively.

Salaries and employee benefits totaling $638,0008 00 and $868,000 have been deferred as logination costs during tl
years ended December 31, 2010, 2009 and 2008 ctasghe.

The following table shows the loan portfolio allée# by managementinternal risk ratings at December 31, 2010 (artsin

thousands):

Grade:
Pass
Watch
Substandar
Doubtful

Total

Grade:
Pass
Watch
Substandar
Doubtful

Total

Grade:
Performing
Non-performing

Total

Commercial Credit Exposu
Credit Risk Profile by Internally Assigned Gra
Real Estat— Real Estat—
Commercia Agricultural Residentia Commercia

$ 28,92: $ 34,08 $ 39,19¢ $ 96,52"

904 64€ 1,73¢ 8,19z
3,60¢ 3,74z 2,29t 14,50:
— — 64

$ 33,43 $ 38,46¢ $ 43,29 $ 119,22:

Commercial Credit Exposu
Credit Risk Profile by Internally Assigned Gra

Real Estat—
Constructior Equity LOC Total
$ 15,98" $ 34,781 $ 249,49
2,16t 58t 14,23(
12,98: 1,50z 38,63(
65 72 201

$ 31,19¢ $ 36,94¢ $  302,56(

Consumer Credit Exposu
Credit Risk Profile Based on Payment Activ
Installment Other Total

$ 2,83( $ 8,64 $ 11,47
48 11¢ 167

$ 2,87¢ $ 8,761 $ 11,64(
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6. LOANS AND THE ALLOWANCE FOR LOAN LOSSES (Continued)

The following table shows the allocation of theoalance for loan losses at and for the year endezkker 31, 2010 |
portfolio segment and by impairment methodology:

Real Estal- Real Estat- Real Estal-
Commercic Agricultural Residentia Commercie Constructiol Equity LOC Installmen Other Total

Allowance for Loan Losse

Ending balanc $ 76C $ 184 $ 632 $ 1,81¢ $ 3,011 8 652 $ 66 $ 20C $ 7,32¢
Ending balance: individually

evaluated for impairmel $ 22 $ — % 121 $ 201 $ 147¢ $ 72 $ 8% — ¢ 1,90
Ending balance: collectively

evaluated for impairmet $ 73€ $ 184 $ 511 $ 1,61¢ $ 1,53: $ 58C $ 58 $ 20C $ 5,421
Loans
Ending balanc $ 33431$ 3846¢% 43,29°$ 119,22: $ 31,19¢$ 36,94t $ 2,87¢ $8,761 $314,20(

Ending balance: individually
evaluated for impairmel $ 2,70¢ $ 86¢ $ 3,87( $ 8,20¢ $ 11,501 $ 1,382 % 10€ $ 11¢ $ 28,75¢

Ending balance: collective
evaluated for impairmet $ 30,722$ 3760.% 3942: % 111,01t $ 190,69¢ $ 3556:$ 2,77 $8,64: $285,44!
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The following table shows an aging analysis of kb@&n portfolio by the time past due at DecemberZ110 (amounts

thousands):

Commercial:
Commercial
Agricultural

Real estat— constructior

Real estat
Residential
Real estat
Equity LOC
Consumer
Installment
Other

Total

30-89 Day: 90 Days ant Total
Past Due Still Accruing Nonaccrue Past Due Current Total

352 $ — $ 2,70¢ $ 3,05¢ $ 30,37 $ 33,43

272 — 86¢ 1,14( 37,32¢ 38,46¢

13€ — 9,791 9,93: 21,26¢ 31,19¢

802 — 8,20 9,00¢ 110,21¢ 119,22.

40C — 2,18¢ 2,58¢ 40,70: 43,29:

494 — 1,38 1,87¢ 35,07( 36,94¢

56 — 49 10t 2,77¢ 2,87¢

34¢ 45 11€ 511 8,25( 8,761
2,86( $ 45 $ 25,31 $ 28,21¢ $ 285,98. $ 314,20!

The following table shows information related topimired loans at and for the year ended Decembe2@lQ (amounts

thousands):

With no related allowance recorde

Commercial
Agricultural

Real estat— constructior

Real estat
Real estat— residentia
Equity Lines of Credi
Installment
Other

With an allowance recorde
Commercial
Agricultural

Real estat— constructior

Real estat— mortgage
Real estat— residentia
Equity Lines of Credi
Installment
Other

Total:
Commercial
Agricultural

Real estat— constructior

Real estat— mortgage
Real estat— residentia
Equity Lines of Credi
Installment

Other

Total

Unpaid Average Interest
Recordec Principal Related Recordec Income
Investmen: Balance Allowance Investmen: Recognize(
$ 2,68( $ 3,01¢
86¢ 1,10¢
4,151 5,16¢
5,99/ 5,99/
2,241 2,24
1,31( 1,31(
98 98
11€ 11€
26 26 $ 22
7,35( 8,77( 1,47¢
2,21C 2,21C 201
1,62¢ 1,74% 121
72 72 72
8 8 8
2,70¢ 3,04 22 $ 1,92¢ $ 11
86¢ 1,10¢ — 1,45¢ 10z
11,50: 13,93¢ 1,47¢ 8,44( 10C
8,20¢ 8,20¢ 201 7,51¢ 261
3,87( 3,98¢ 121 75C 121
1,382 1,382 72 56¢ —
10€ 10€ 8 44 2
11€ 11€ — 14C 11
$ 28,75t $ 31,89( $ 1,908 $ 20,83 $ 60¢
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7. PREMISES AND EQUIPMENT
Premises and equipment consisted of the follown
December 31
2010 2009
Land $ 2,628,00 $ 2,377,001
Premise: 15,394,00 14,220,00
Furniture, equipment and leasehold improvem 9,810,001 10,108,00
27,832,00 26,705,00
Less accumulated depreciation and amortize (13,401,00) (12,161,00)

$ 14,431,00 $ 14,544,00

Depreciation and amortization included in occupaaaegt equipment expense totaled $1,521,000, $1,06&0d $1,769,000 f
the years ended December 31, 2010, 2009 and 28§}&ctively

8. DEPOSITS
Interes-bearing deposits consisted of the followi

December 31

2010 2009
Interes-bearing demand depos $100,000,00 $106,083,00
Money marke 42,279,00 44,239,00
Savings 53,150,00 48,304,00
Time, $100,000 or mot 52,104,00 55,003,00
Other time 65,552,00 67,668,00

$313,085,00 $321,297,00
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8. DEPOSITS (Continued)
At December 31, 2010, the scheduled maturitieghtd tleposits were as follow
Year Ending

December 31

2011 $101,785,00
2012 12,885,00
2013 1,431,00!
2014 1,106,00!
2015 449,00(

$117,656,00

At December 31, 2010, the contractual maturitietiroé deposits with a denomination of $100,000 aver were as follow
$14,558,000 in 3 months or less, $15,938,000 oweoBths through 6 months, $15,937,000 over 6 matitteaigh 12 month
and $5,671,000 over 12 mont|

Deposit overdrafts reclassified as loan balances %814,000 and $328,000 at December 31, 2010 @d@} Pespectively
BORROWING ARRANGEMENTS

The Company is a member of the FHLB and can borwpwto $91,408,000 from the FHLB secured by comnaéranc
residential mortgage loans with carrying valuesliog $150,217,000. The Company is required to HetlLB stock as
condition of membership. At December 31, 2010, @mmpany held $2,188,000 of FHLB stock which is rded as
component of other assets. At this level of stockdings the Company can borrow up to $46,561,008.b6rrow thi
$91,408,000 in available credit the Company wowechto purchase $2,108,000 in additional FHLB stdckaddition, th
Company has the ability to secure advances thrdhghFederal Reserve Bank of San Francisco disceimdow. Thes
advances also must be collateraliz

Shortterm borrowings at December 31, 2009 consistedg20000,000 FHLB advance at 0.47% which maturetiveas repai
on January 19, 2010. Lortgrm borrowings at December 31, 2009 consistedvof $10,000,000 FHLB advances. The
advance was scheduled to mature on November 23, ®h an interest rate of 1.00%. The second advaves scheduled
mature on November 23, 2012 and had an interestafafl.60%. During July 2010 the Company prepadl ttho long terr
advances incurring a $226,000 prepayment pendfigrelwere no borrowings outstanding at Decembe?@®110.
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10. JUNIOR SUBORDINATED DEFERRABLE INTEREST DEBENTURES

Plumas Statutory Trust | and Il are Connecticutiess trusts formed by the Company with capiteb2t5,000 and $152,0(
respectively, for the sole purpose of issuing tqustferred securities fully and unconditionally garsteed by the Compal
Under applicable regulatory guidance, the amountrust preferred securities that is eligible asrTiecapital is limited t
twenty-five percent of the ComparsyTier 1 capital, as defined, on a pro forma basiDecember 31, 2010, all of the tr
preferred securities that have been issued quasiflier 1 capital

During 2002, Plumas Statutory Trust | issue@d08, Floating Rate Capital Trust Pass-Through Stesir{“Trust Preferre
Securities”),with a liquidation value of $1,000 per securityr fiross proceeds of $6,000,000. During 2005, Plustatuton
Trust Il issued 4,000 Trust Preferred Securitiethailiquidation value of $1,000 per security, §moss proceeds of $4,000,0
The entire proceeds were invested by Trust | inatmeunt of $6,186,000 and Trust Il in the amoun$4f124,000 in Floatir
Rate Junior Subordinated Deferrable Interest Detvest(the “Subordinated Debentureisjued by the Company, with identi
maturity, repricing and payment terms as the TiRusferred Securities. The Subordinated Debentemesent the sole asset
Trusts | and Il

Trust I's Subordinated Debentures mature ontedeiper 26, 2032, bear a current interest rate @9%. (based on &ontt
LIBOR plus 3.40%), with repricing and payments dumrterly. Trust 115 Subordinated Debentures mature on Septemk
2035, bear a current interest rate of 1.78% (base8month LIBOR plus 1.48%), with repricing and paynsedtie quarterl
The Subordinated Debentures are redeemable by dh#w&ny, subject to receipt by the Company of paigproval from th
Federal Reserve Board of Governors, on any quarsemiversary date on or after they@ar anniversary date of the issua
The redemption price is par plus accrued and unipdgdest, except in the case of redemption undgpegial event which
defined in the debenture. The Trust Preferred $@Esirare subject to mandatory redemption to theeréxof any ear!
redemption of the Subordinated Debentures and opsttarity of the Subordinated Debentures on Septe@2®e2032 for Tru:
| and September 28, 2035 for Trust

Holders of the Trust Preferred Securities are ledtito a cumulative cash distribution on the ligtidn amount of $1,000 ¢
security. The interest rate of the Trust PrefeBedurities issued by Trust | adjust on each qugréemiversary date to equal
3-month LIBOR plus 3.40%. The Trust Preferred Semgitssued by Trust Il adjust on each quarterlyivareary date to eqt
the 3month LIBOR plus 1.48%. Both Trusts | and Il hale bption to defer payment of the distributionsdqueriod of up t
five years, as long as the Company is not in defamlthe payment of interest on the Subordinatedebeires. The Tru
Preferred Securities were sold and issued in @itrainsactions pursuant to an exemption from negish under the Securiti
Act of 1933, as amended. The Company has guargmeea subordinated basis, distributions and oplagments due on t
Trust Preferred Securitie
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JUNIOR SUBORDINATED DEFERRABLE INTEREST DEBENTURES (Continued)

Since the second quarter of 2010, the Company éf&srdd regularly scheduled quarterly interest payts on its outstandil
junior subordinated debentures relating to its tust preferred securities. While the Company ttaswed for this obligation,
is currently deferring the interest payments on jingor subordinated debentures as permitted byaifpeements. As

December 31, 2010, the amount of the arrearagé®mpayments on the subordinated debt associatédthgttrust preferre
securities is $233,00!

Interest expense recognized by the Company foy¢hes ended December 31, 2010, 2009 and 2008ddtatbe subordinat
debentures was $312,000, $371,000 and $623,0¢®&atbeely.

COMMITMENTS AND CONTINGENCIES
Leases

The Company has commitments for leasing premisderuine terms of noncancelable operating leaseisirxgrom 2010 ti
2015. Future minimum lease payments are as foll

Year Ending
December 31

2011 $ 133,00(
2012 128,00(
2013 60,00(
2014 37,00(
2015 9,00(

$ 367,00

Rental expense included in occupancy and equipregoense totaled $20,000, $317,000 and $347,006héyears endt
December 31, 2010, 2009 and 2008, respecti

Financial Instruments With G-Balanc-Sheet Ris}

The Company is a party to financial instrumenith off-balancesheet risk in the normal course of business inrdeneet th
financing needs of its customers. These finanaistruments include commitments to extend creditlattdrs of credit. The:
instruments involve, to varying degrees, elemeifitsredit and interest rate risk in excess of theoam recognized on tl
consolidated balance she

The Company exposure to credit loss in the event of nonperémrce by the other party for commitments to exienedit an
letters of credit is represented by the contractumabunt of those instruments. The Company usesahee credit policies
making commitments and letters of credit as it doesoans included on the consolidated balancets
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11. COMMITMENTS AND CONTINGENCIES (Continued)

The following financial instruments represent offldnce-sheet credit risk:

December 31

2010 2009
Commitments to extend cre« $ 71,605,00 $ 67,258,00
Letters of credi $ 164,00¢( $ 304,00¢(

Commitments to extend credit are agreements totierdcustomer as long as there is no violatioanyf condition establish
in the contract. Commitments generally have fixedimtion dates or other termination clauses ang reguire payment of
fee. Since some of the commitments are expectexkpoe without being drawn upon, the total commitinemounts do n
necessarily represent future cash requirements.drapany evaluates each customer’s creditworthioesa case-bgast
basis. The amount of collateral obtained, if deemedessary by the Company upon extension of crélibased c
managemens credit evaluation of the borrower. Collateraldhedries, but may include accounts receivable, ssropventory
equipment, incomr-producing commercial properties, farm land anddessiial properties

Letters of credit are conditional commitments isslby the Company to guarantee the performance @fstomer to a thil
party. The credit risk involved in issuing letterfscredit is essentially the same as that invoiveextending loans to custome
The fair value of the liability related to thesétdes of credit, which represents the fees recefeedssuing the guarantees, \
not significant at December 31, 2010 and 2009. Twmpany recognizes these fees as revenues oveteltime of the
commitment or when the commitment is us

At December 31, 2010, consumer loan commitmentsesemt approximately 14% of total commitments arel generall
unsecured. Commercial and agricultural loan comeitts represent approximately 36% of total commitihand are genera
secured by various assets of the borrower. Reateegban commitments, including consumer home gdines of credi
represent the remaining 50% of total commitmentsane generally secured by property with a loametioie ratio not to exce
80%. In addition, the majority of the Compi’s commitments have variable interest ra

Concentrations of Credit Ris

The Company grants real estate mortgage, realeesteistruction, commercial, agricultural and consufoans to custome
throughout Plumas, Nevada, Placer, Lassen, Si8hasta and Modoc counties in California and Wastmmty in Norther
Nevada.
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COMMITMENTS AND CONTINGENCIES (Continued)

Concentrations of Credit Risk (Continue

Although the Company has a diversified loan poidfoh substantial portion of its portfolio is seedrby commercial ai
residential real estate. A continued substantialinke in the economy in general, or a continuedidedn real estate values
the Companys primary market areas in particular, could haveadwerse impact on the collectibility of these lmaHowevel
personal and business income represent the prisaamge of repayment for a majority of these lo

Contingencie!

The Company is subject to legal proceedings anmnslavhich arise in the ordinary course of busindssthe opinion c
management, the amount of ultimate liability wikspect to such actions will not materially affdot financial position ¢
results of operations of the Compa

SHAREHOLDERS’ EQUITY

Dividend Restriction:

The Companyg ability to pay cash dividends is dependent onddivds paid to it by the Bank and limited by Califia
corporation law. Under California law, the holdefscommon stock of the Company are entitled toikecdividends when ai
as declared by the Board of Directors, out of futetglly available, subject to certain restrictiofifie California gener
corporation law prohibits the Company from payimgidends on its common stock unless: (i) its regdiearnings, immediate
prior to the dividend payment, equals or exceedsammount of the dividend or (ii) immediately afi@gring effect to th
dividend, the sum of the Compasyassets (exclusive of goodwill and deferred ctgrgemuld be at least equal to 125% o
liabilities (not including deferred taxes, deferiedome and other deferred liabilities) and therentr assets of the Comp:
would be at least equal to its current liabilities, if the average of its earnings before taxesnmome and before inter:
expense for the two preceding fiscal years wastlems the average of its interest expense forwloepreceding fiscal years,
least equal to 125% of its current liabiliti

Dividends from the Bank to the Company arerieied under California law to the lesser of thenBa retained earnings or 1
Bank’s net income for the latest three fiscal years tbgidends previously declared during that perard with the approval
the Department of Financial Institutions (“DFIth the greater of the retained earnings of the Brknet income of the Ba
for its last fiscal year, or the net income of Benk for its current fiscal year. As of Decembey 2210, the bank was restrict
without prior approval from the DFI, from payingstadividends to the Company. In addition the Comfmability to pa
dividends is subject to certain covenants contaimethe indentures relating to the Trust Prefer8sgturities issued by t
business trusts (see Note 10 for additional inféionarelated to the Trust Preferred Securiti

As describe below, dividends on common stoekadso limited related to the Compasyarticipation in the Capital Purch
Program. Additionally, Plumas Bancorp was requitgdhe Federal Reserve Bank of San Francisco (ERBlptain the FRE
prior written consent before paying any dividendsits common stock or its Series A Preferred Stocknaking any paymer
on its trust preferred securitie
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12. SHAREHOLDERS' EQUITY (Continued)
Preferred Stock

On January 30, 2009 the Company entered inteeteer Agreement (the “Purchase Agreememnwijh the United State
Department of the Treasury (“Treasury”), pursuantvhich the Company issued and sold (i) 11,949eshaf the Company’
Fixed Rate Cumulative Perpetual Preferred StockeS@ (the “Series A Preferred Stock”) and (ivarrant (the “Warrant™jo
purchase 237,712 shares of the Company’s commak,sto par value (the “Common Stockfyr an aggregate purchase p
of $11,949,000 in cas

The Warrant has a M@ar term and is exercisable, with an exerciseepsabject to antidilution adjustments, equal tb&pe
share of the Common Stock. Treasury has agreetonatercise voting power with respect to any shafe€ommon Stoc
issued upon exercise of the Warre

The Company allocated the proceeds received oradaB0, 2009 between the Series A Preferred Stodklae Warrant bas
on the estimated relative fair value of each. Tievalue of the Warrant was estimated based olaekBScholedvierton mode
and totaled $320,000. The discount recorded orStraes A Preferred Stock was based on a discotmbfal2% and will b
amortized by the lev-yield method over 5 years. Discount accretion lieryear ended December 31, 2009 totaled $79

The Series A Preferred Stock qualifies as Tier ditahand will pay cumulative dividends quarterlyaarate of 5% per annt
for the first five years, and 9% per annum theeraffthe Company may redeem the Series A Preferi@zk &t its liquidatio
preference ($1,000 per share) plus accrued anddidpadends under the American Recovery and Reitnaent Act of 200!
subject to the TreasL’s consultation with the Compg's appropriate federal regulat

With respect to dividends on the Company’s camrmstock, Treasurg’ consent shall be required for any increase inncor
dividends per share until the third anniversarythef date of its investment unless prior to suchdthnniversary the Series
Preferred Stock is redeemed in whole or the Trgasas transferred all of the Senior Preferred Seki®referred Stock to thi
parties. Furthermore, with respect to dividendsertain other series of preferred stock, restmgirom Treasury may app
The Company does not have any outstanding prefetoett other than the Series A Preferred Stockudsed above

During the second quarter of 2010, Plumas Banaspequired by the FRB, suspended quarterly casthetid payments on
Series A Preferred Stock. While Plumas Bancorp d@asued for this obligation, it is currently in ears in the amount
$449,000 with the dividend payments on the Seri€&&erred Stock as of December 31, 2(
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12. SHAREHOLDERS’ EQUITY (Continued)

Earnings Per Sha

Basic earnings per share is computed by dividirgprme (loss) available to common shareholders bywbighted averag
number of common shares outstanding for the pebddted earnings per share reflects the potedilation that could occur
securities or other contracts to issue common stgh as stock options, result in the issuanamofmon stock which shai
in the earnings of the Company. The treasury stoethod has been applied to determine the dilutffexieof stock options |
computing diluted earnings per she

For the Year Ended December .
(In thousands, except per share d 2010 2009 2008
Net Income (loss)

Net income (loss $ 971 $ (9,146 $ 304

Dividends accrued and discount accreted on prefesfiare: (689 (62€) —

Net income (loss) available to common sharehol $ 287 $ 9,779  $ 304
Earnings (loss) Per Shal

Basic earnings (loss) per shi $ 0.0¢ $ (205 % 0.0¢

Diluted earnings (loss) per she $ 0.0¢ $ (205 % 0.0¢
Weighted Average Number of Shares Outstanc

Basic share 4,77¢€ 4,77¢€ 4,817

Diluted share: 4,77¢ 4,77¢ 4,83¢

Included in diluted shares were dilutive stock ops totaling 18,022 for the year ended Decembe2@Q8.

Shares of common stock issuable under stock opfamshich the exercise prices were greater thanaterage market pric
were not included in the computation of dilutednéags per share due to their antidilutive effecheff a net loss occurs,
difference in earnings per share is calculated lmedhe conversion of potential common stock is dihitive. Stock option
not included in the computation of diluted earnipgs share, due to shares not being inntteeey and having an antidiluti
effect, were 312,000 and 394,000 for the yearseidzember 31, 2010 and 2008, respecti
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12. SHAREHOLDERS’ EQUITY (Continued)

Stock Option:

In 2001 and 1991, the Company established Stoclo@ptlans for which 873,185 shares of common steakain reserved f
issuance to employees and directors and 561,15fessteae available for future grants under incentwel nonstatuto
agreements as of December 31, 2010. The Plansreettpait the option price may not be less than #irenfiarket value of tt
stock at the date the option is granted, and tiestock must be paid in full at the time the api® exercised. Payment in 1
for the option price must be made in cash or witmBany common stock previously acquired by theongt: and held by t
optionee for a period of at least six months. Then® do not provide for the settlement of awardsash and new shares
issued upon option exercise. The options expirdaias determined by the Board of Directors, butlatetr than ten years frc
the date of grant. Upon grant, options vest ratabigr a three to five year period. A summary of tbenbined activity withi

the Plans follows

Weighted
Weighted Average
Average Remaining
Exercise Contractual
Shares Price Term Intrinsic Value
Options outstanding at January 1, 2! 395,77 $ 13.3i
Options grante: 90,30( 12.4C
Options exercise (12,476 5.3¢
Options cancelle (6,640 14.3C
Options outstanding at December 31, 2 466,95¢ $ 13.3¢
Options exercise (1,000 5.43
Options cancelle (61,990 12.3¢
Options outstanding at December 31, 2 403,96¢ $ 13.5¢
Options cancelle (91,936 14.0¢
Options outstanding at December 31, 2 312,03( $ 13.41 3.7 $ —
Options exercisable at December 31, 2 255,43 $ 13.2¢ 3.4 $ —
Expected to vest after December 31, 2 49,21¢ $ 14.1¢ 4.8 $ —

As of December 31, 2010, there was $72,0000tdl tunrecognized compensation cost related to vested sharease
compensation arrangements granted under the 2@01 Phat cost is expected to be recognized oveeighted average peri
of 0.8 years

The total fair value of options vested was $210,fi00he year ended December 31, 2010. The totahgic value of options
time of exercise was $1,000 and $56,000 for thesyeaded December 31, 2009 and 2008, respect

Cash received from option exercise for the yeadedrDecember 31, 2009 and 2008 was $5,000 and (58&6spectivel
There was no tax benefit realized for the tax dédndrom options exercised in 2009 or 20
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12. SHAREHOLDERS’ EQUITY (Continued)

Regulatory Capite

The Company and the Bank are subject to certamlatyy capital requirements administered by tharBaf Governors of tt
Federal Reserve System and the Federal Depositaimse Corporation (FDIC). Failure to meet theseimmim capita
requirements can initiate certain mandatory andiptsadditional discretionary, actions by regutatthat, if undertaken, cot
have a direct material effect on the Comy’s consolidated financial statemer

Under capital adequacy guidelines, the Companyta@edank must meet specific capital guidelines thadlved quantitativ
measures of their assets, liabilities and certéfibalance sheet items as calculated under regulatmyunting practices. The
guantitative measures are established by regulatichrequire that minimum amounts and ratios d&fltahd Tier 1 capital
risk-weighted assets and of Tier 1 capital to averagetade maintained. Capital amounts and classditafire also subject
qualitative judgments by the regulators about camepts, risk weightings and other factc

The Bank is also subject to additional capital glires under the regulatory framework for promptrective action. To
categorized as well capitalized, the Bank must tagairntotal risk-based, Tier 1 ridkased and Tier 1 leverage ratios as set
in the table on the following page and cannot bgex to a written agreement, order or capitalaive issued by the FDIC. ,
a result of a regulatory examination in 2010, theniB also became subject to Tier 1 leverage rati®%fand will becorr
subject to a 10% Tier 1 leverage ratio and 13% tatl-based ratio under the Order described in Note Desember 31, 201
the Tier 1 leverage ratio was 8.9% and the tosik-based capitol ratio was 14.0'
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12. SHAREHOLDERS’ EQUITY (Continued)

Regulatory Capital (Continued)

Leverage Rati(

Plumas Bancorp and Subsidit
Minimum regulatory requiremel

Plumas Banl

Minimum requirement for “Well- Capitalized” instition
under the prompt corrective action p

Minimum regulatory requiremei

Tier 1 Risl-Based Capital Rati

Plumas Bancorp and Subsidi:
Minimum regulatory requiremel

Plumas Banl

Minimum requirement for “Well- Capitalized” instition
under the prompt corrective action p

Minimum regulatory requiremei

Total Risl-Based Capital Rati

Plumas Bancorp and Subsidiz
Minimum regulatory requiremel

Plumas Banl

Minimum requirement for “Well- Capitalized” instition
under the prompt corrective action p

Minimum regulatory requireme!

(Continued)
December 31
2010 2009
Amount Ratio Amount Ratio
$ 42,994,000 8.€%  $40,564,00 7.9%
$ 19,361,000 4.C% $ 20,652,000 4.C%
$ 43,262,00 8.¢% $38,172,00 7.4%
$ 24,190,000 5% $ 25,848,00 5.C%
$ 19,352,000 4.C% $20,678,00 4.C%
$ 42,994,000 12.7%  $40,564,00 10.4%
$ 13,570,000 4.C% $ 15,641,000 4.C%
$ 43,262,000 12.¢%  $38,172,00 9.8%
$ 20,342,00 6.C% $23,433,00 6.C%
$ 13,561,00 4.C% $15,622,00 4.C%
$47,274,00 13.9%  $45,512,00 11.6%
$ 27,140,00 8.C% $31,281,00 8.C%
$ 47,539,000 14.(% $43,113,00 11.%
$ 33,903,00 10.(% $ 39,056,00 10.(%
$ 27,123,000 8.(% $31,244,00 8.C%
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13. OTHER EXPENSES
Other expenses consisted of the following:
Year Ended December 3
2010 2009 2008

Outside service fee $ 1,212,00i $ 990,00( $ 803,00(
FDIC Insurance 1,009,001 1,125,001 258,00(
Professional fee 587,00( 789,00( 688,00(
OREO expense 573,00( 370,00( 175,00(
Telephone and data communicatis 338,00( 392,00( 400,00(
Loan collection expenst 261,00( 399,00( 205,00(
Advertising and promotio 252,00( 327,00( 448,00(
Business developme 250,00( 333,00( 467,00(
Armored car and courie 239,00( 281,00( 289,00(
Director compensation and retirem 233,00( 293,00( 323,00(
Insurance 218,00( 142,00( 235,00(
Postage 207,00( 207,00( 208,00(
Core deposit intangible amortizati 173,00( 173,00( 216,00(
Stationery and supplie 145,00( 183,00( 236,00(
(Gain) loss on sale of other real est (43,000 158,00(

Other operating expens 396,00( 579,00( 184,00(

$ 6,050,001 $ 6,741,001 $ 5,135,001

14. INCOME TAXES

The provision for (benefit from) income taxes fbetyears ended December 31, 2010, 2009 and 208&tmhof the following

Federa State Total
2010
Current $ 4,00( $ 4,00(
Deferred $ 277,00 108,00( 385,00
Provision for income taxe $ 277,00 $ 112,00( $  389,00(
Federa State Total
2009
Current $ (2,803,000 $ (120,000 $ (2,923,000
Deferred (2,122,00) (1,730,001 (3,852,001
Benefit from income taxe $ (4,925,000 $ (1,850,000 $ (6,775,000
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(Continued)
14. INCOME TAXES (Continued]
Federa State Total
2008
Current $  788,00( $  459,00( $ 1,247,00
Deferred (1,002,00) (457,000) (1,459,000
(Benefit from) provision for Income taxi $ (214,000 $ 2,00( $ (212,000

Deferred tax assets (liabilities) consisted offthiwing:

December 31

2010 2009
Deferred tax asset
Allowance for loan losse $ 1,490,001 $ 2,838,001
Net operating loss carryove 2,418,001 1,353,00!
Deferred compensatic 1,614,001 1,588,001
Core deposit premiut 255,00( 266,00(
OREO valuation allowanc 1,723,001 2,066,00!
Other 521,00( 427,00(
Total deferred tax asse 8,021,001 8,538,00i
Deferred tax liabilities
Prepaid cost (104,000 (95,000
Deferred loan cost (739,000 (782,000
Premises and equipme (135,000
Unrealized gain on availal-for-sale investment securiti (437,000
Other (174,000 (173,000
Total deferred tax liabilitie (1,017,001 (1,622,001
Net deferred tax asse $ 7,004,001 $ 6,916,001

Deferred tax assets and liabilities are recogninethe tax consequences of temporary differenedsden the reported amo
of assets and liabilities and their tax bases. Dedetax assets and liabilities are measured usiragted tax rates expectel
apply to taxable income in the years in which thtseporary differences are expected to be recoveredettled. Th
determination of the amount of deferred incomeassets which are more likely than not to be redligeprimarily depende
on projections of future earnings, which are suffjeaincertainty and estimates that may changengége®nomic conditions a
other factors. The realization of deferred incomedssets is assessed and a valuation allowaneeoigled if it is tnore likely
than not” that all or a portion of the deferred tsset will not be realized. “More likely than nat”defined as greater tha
50% chance. All available evidence, both positind aegative is considered to determine whetheedas the weight of th
evidence, a valuation allowance is neec
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14. INCOME TAXES (Continued)

As part of its analysis, the Company considereddhewing positive evidence:

The Company 2009 net loss was largely attributable to logse#ts Construction and Land Development portf
that represented approximately 80% of net chaffeduring the year ended December 31, 2009. pbitfolio ha:
significantly decreased during the last two yeaud the Company is not growing the portfol

The Company’s 2009 net loss was also attributablarge writedowns in Construction and Land Development
estate owned which represented the majority ghntsision for losses on other real estate during92®@uring 201
other real estate writdewns decreased by $4.4 million from $4.8 milliamridg the year ended December 31,
to $356 thousand during 201

The Company has a long history of earnings prafitgb

The Company was profitable in 2010 and is projectinture taxable and book income will be generaby
operations

The size of loan credits in the Comp’s pipeline of potential problem loans has signifitbadecreasec

The Company does not have a history of net operddsses or tax credits expiring unus

As part of its analysis, the Company considereddhewing negative evidence:

The Company recorded a large net loss in 2009 simda cumulative loss position for the current aneceding tw
years.

Based upon our analysis of available evidence, awee hdetermined that it is “more likely than naoittat all of our deferre
income tax assets as of December 31, 2010 and \&D09e fully realized and therefore no valuatiolloewance was recorde
On the consolidated balance sheet, net deferreaistsets are included in accrued interest receiatienther assets.

The provision for income taxes differs from amouctsnputed by applying the statutory Federal incaaxerate to operatir
income before income taxes. The significant itepmaprising these differences consisted of the falaow

2010 2009 2008
Federal income tax, at statutory r 34.(% 34.(% 34.(%
State franchise tax, net of Federal tax ef 5.5% 7.0% 1.7%
Interest on obligations of states and politicaldivisions (4.9% 1.3% (256.9%
Net increase in cash surrender value of bank owfesthsurance (8.89% 0.8% (125.)%
Other 2.% (0.5)% 114.7%
Effective tax rate 28.€% 42.6% (231.0%
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14. INCOME TAXES (Continued,

The Company and its subsidiary file income taxnedun the U.S. federal and California jurisdicsoiThe Company condu
all of its business activities in the States ofif@atia and Nevada. There are currently no pendic§. federal, state, and lo
income tax or non-U.S. income tax examinationsaxyauthorities.

With few exceptions, the Company is no longer stibje tax examinations by U.S. Federal taxing auties for years end¢
before December 31, 2007, and by state and loxiggauthorities for years ended before DecembefGQ6.

The unrecognized tax benefits and changes thersrttee interest and penalties accrued by the Comaarof December 3
2010 were not significant.

15. RELATED PARTY TRANSACTIONS

During the normal course of business, the Compatgre into transactions with related parties, iditlg executive officers al
directors. These transactions include borrowingh wubstantially the same terms, including rates eollateral, as loans
unrelated parties. The following is a summary @f diggregate activity involving related party borevsvduring 2010:

Balance, January 1, 20. $ 1,370,001
Disbursement 12,00(
Amounts repait (367,000

Balance, December 31, 20 $ 1,015,00i

Undisbursed commitments to related parties, Dece®be201( $  194,00(

16. EMPLOYEE BENEFIT PLANS

Profit Sharing Plan

The Plumas Bank Profit Sharing Plan commenced April988 and is available to employees meetingaiterservic
requirements. Under the Plan, employees are alilefay a selected percentage of their annual cosapien. Included under t
Plan’s investment options is the option to investompany stock. The Company’s contribution corsi$the following:

. For the years ended December 31, 2009 and 200&haritiree months ended March 31, 2010 a contribwtibict
matches the participant’s contribution, up to a imaxn of 3% of the employeg’compensation. No contribution v
made for the nine months ended December 31, :

. An additional discretionary contributiohlo discretionary contribution was made for the gemmded December :
2010, 2009 and 200
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EMPLOYEE BENEFIT PLANS (Continued)

Profit Sharing Plan (Continued)

During the years ended December 31, 2010, 2009 2808, the Compang’ contribution totaled $41,000, $213,000
$206,000, respectively.

Salary Continuation and Retirement Agreements

Salary continuation and retirement agreements rarpldce for three key executives and seven memblethe Board ¢
Directors. Under these agreements, the directodsexecutives will receive monthly payments for tveeko fifteen year
respectively, after retirement. The estimated presalue of these future benefits is accrued oherperiod from the effecti
dates of the agreements until the participaetgected retirement dates based on a discountofa6e00%. The expen
recognized under these plans for the years endedrniilger 31, 2010, 2009 and 2008 totaled $342,0080,880 and $238,0(
respectively. Accrued compensation payable under ghlary continuation plan totaled $3,613,000 ai3#&3,000 ¢
December 31, 2010 and 2009, respectively.

In connection with these agreements, the Bank @sexh single premium life insurance policies witslcaurrender valu
totaling $10,463,000 and $10,111,000 at DecembeRB10 and 2009, respectively. Income earned osetlpelicies, net
expenses, totaled $352,000, $345,000 and $338¢0@bd years ended December 31, 2010, 2009 and 2&s}&ctively.

COMPREHENSIVE INCOME (LOSS)

Comprehensive income (loss) is reported in additionet income for all periods presented. Comprsivenincome (loss) is
more inclusive financial reporting methodology tiatludes disclosure of other comprehensive incdlogs) that historicall
has not been recognized in the calculation of metme. The unrealized gains and losses on the Goyrigpavailable-forsale
investment securities are included in other comgmelve income (loss). Total comprehensive incomgsfland the compone
of accumulated other comprehensive income (logs)aesented in the consolidated statement of clsaimgshareholders’
equity.




Table of Contents

PLUMAS BANCORP AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
17. COMPREHENSIVE INCOME (LOSS) (Continued)
At December 31, 2010, 2009 and 2008, the Compaltydezurities classified as available-&ate which had unrealized ge

as follows:
Tax
Before Benefit After
Tax (Expense Tax
For the Year Ended December 31, 2I
Total other comprehensive lo:
Unrealized holding gain $ 12,00( $ (5,000 $ 7,00(
Reclassification adjustment for gains includedeétincome (1,160,000 479,00( (681,000
Total other comprehensive la $ (1,148,000 $ 474,00 $ (674,000)
For the Year Ended December 31, 2i
Total other comprehensive incon
Unrealized gains on securities transferred frond@imaturity to available
for-sale $  335,00( $ (138,000 $ 197,00
Unrealized holding gain 184,00( (75,000 109,00(
Reclassification adjustment for gains includedeét loss (10,000 — (10,000
Total other comprehensive incor $  509,00( $ (213,000 $ 296,00(
For the Year Ended December 31, 2i
Total other comprehensive incon
Unrealized holding gain $ 1,138,001 $ (470,000 $ 668,00(
Reclassification adjustment for impairment losduded in net incom (415,00() 171,00( (244,00()
Total other comprehensive incor $  723,00( $ (299,000 $ 424,00(

18. INTANGIBLE ASSETS

During 2003, the Company acquired certain assetdiabilities of five branches from another banlpdd acquisition, premis
and equipment were valued at fair value and a demosit premium was recorded as an intangible .a$bét core depos
premium is amortized using the straidine method over ten years. In addition, includadthe gross carrying amount
intangible assets during 2007 and earlier years $2874,000 related to a previous acquisition whigs fully amortized i
2008 and is no longer included in the carrying amda@r accumulated amortization. Annually, the igfibte asset is analyz
for impairment.

At December 31, 2010, 2009 and 2008, no impairroétite intangible asset has been recognized ircdhsolidated financi
statements. Amortization expense totaled $173,$003,000 and $216,000 for the years ended DeceBiher010, 2009 ai
2008, respectively.
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18. INTANGIBLE ASSETS (Continued)

The gross carrying amount of intangible assetsamedmulated amortization was:

December 31, 201 December 31, 20C

Gross Carryin Accumulater  Gross Carryin Accumulate:

Amount Amortizatior Amount Amortizatior

Core Deposit Intangible $ 1,709,000 $ 1,234,000 $ 1,709,000 $ 1,061,00

The estimated remaining intangible amortizatioasgollows:
Year Ending

December 31

2011 $ 173,00(

2012 173,00(

2013 129,00(

$  475,00(
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19. PARENT ONLY CONDENSED FINANCIAL STATEMENTS
CONDENSED BALANCE SHEET
December 31, 2010 and 2009

2010 2009
ASSETS
Cash and cash equivalel $ 626,00 $ 3,710,001
Investment in bank subsidia 47,399,00 44,734,00
Other asset 1,071,001 452,00(
Total asset $ 49,096,00 $ 48,896,00
LIABILITIES AND SHAREHOLDERS ' EQUITY
Other liabilities $ 798,00 $ 355,00(
Junior subordinated deferrable interest deben 10,310,00 10,310,00
Total liabilities 11,108,00 10,665,00
Shareholder equity:
Preferred stoc 11,682,00 11,595,00
Common stocl 6,027,001 5,970,00i
Retained earning 20,331,00 20,044,00
Accumulated other comprehensive (loss) ince (52,000 622,00(
Total shareholde’ equity 37,988,00 38,231,00
Total liabilities and sharehold¢ equity $ 49,096,00 $ 48,896,00
CONDENSED STATEMENT OF OPERATIONS
For the Years Ended December 31, 2010, 2009 and 800
2010 2009 2008
Income:
Dividends declared by bank subsidi $ — $ — $ 3,000,001
Earnings from investment in Plumas Statutory Trusisd || 9,00(¢ 11,00( 19,00(
Total income 9,00( 11,00( 3,019,00!
Expenses
Interest on junior subordinated deferrable intedestenture 312,00( 371,00( 623,00(
Other expense 242,00( 808,00( 730,00(
Total expense 554,00( 1,179,001 1,353,001
Income (loss) before equity in undistributed incosheubsidiary (545,00() (1,168,001 1,666,00!
Equity in undistributed income (loss) of subsidi 1,292,001 (8,452,000 (1,911,000
Income (loss) before income tax 747,00( (9,620,00) (245,000
Income tax benef 224,00( 474,00( 549,00(
Net income (loss $ 971,00( $ (9,146,000 $  304,00(
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19. PARENT ONLY CONDENSED FINANCIAL STATEMENTS (Continued)
CONDENSED STATEMENT OF CASH FLOWS
For the Years Ended December 31, 2010, 2009 and 300

2010 2009 2008
Cash flows from operating activitie
Net income (loss $ 971,00( $ (9,146,000 $  304,00(
Adjustments to reconcile net income (loss) to reshc(used in) provided
by operating activities
Undistributed (income) loss of subsidit (1,292,001 8,452,00! 1,911,001
Stocl-based compensation expel 10,00( 47,00( 58,00(
(Increase) decrease in other as (619,000 124,00( (35,000
Increase in other liabilitie (4,000 115,00( 28,00(
Net cash (used in) provided by operating activi (934,000 (408,000 2,266,00!
Cash flows from investing activitie
Investment in bank subsidia (2,000,001 (8,000,001
Net cash used in investing activiti (2,000,001 (8,000,001 —
Cash flows from financing activitie
Payment of cash dividends on common st (1,153,00)
Payment of cash dividends on preferred s (150,000 (473,000
Issuance of preferred stock, net of discc 11,517,00
Issuance of common stock warti 407,00(
Proceeds from the exercise of stock opti 5,00( 68,00(
Repurchase and retirement of common s (1,217,000
Net cash (used in) provided by financing activi (150,000 11,456,00 (2,302,001
(Decrease) increase in cash and cash equivz (3,084,000 3,048,001 (36,000
Cash and cash equivalents at beginning of 3,710,001 662,00( 698,00(
Cash and cash equivalents at end of $  626,00( $ 3,710,00i $ 662,00(
Non-cash investing activitie:
Net change in unrealized gain/loss on investmeniritees available-for-
sale $ (674,000 $ 305,00( $  424,00(
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES

As of the end of the period covered by this repsg,conducted an evaluation, under the supervaimhwith the participation of o
Interim Chief Executive Officer and Interim ChiefnBncial Officer, of our disclosure controls andgedures (as defined
Rules 13a-15(e) and 13b(e) under the Securities Exchange Act of 1934se on this evaluation, our Interim Chief Exea
Officer and Interim Chief Financial Officer concledi that our disclosure controls and procedureseffective to ensure th
information required to be disclosed by us in répdhat we file or submit under the Exchange Actr@sorded, processt
summarized and reported within the time period<iéipd in Securities and Exchange Commission raled forms. There was
change in our internal control over financial rap@ during our most recently completed fiscal geiathat has materially affected,
is reasonably likely to materially affect, our imtel control over financial reporting.

REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINAN CIAL REPORTING

The management of Plumas Bancorp and subsidiagy‘@bmpany”),is responsible for establishing and maintaininggaidé
internal control over financial reporting, as definn Rules 13a-15(f) and 15d-15(f) under the SeesrExchange Act of 1934.

Management, including the undersigned Interim Cliigécutive Officer and Interim Chief Financial @#r, assessed |
effectiveness of our internal control over finahcgporting presented in conformity with accountjminciples generally acceptec
the United States of America as of December 31020ilconducting its assessment, management usettitharia established by 1
Committee of Sponsoring Organizations of the Tremd@ommission in Internal Control 4ategrated Framework. Based on
assessment, management concluded that, as of Dec8m2010, our internal control over financigdaging was effective based
those criteria.

This annual report does not include an attestateport of the Compang’ independent registered public accounting
regarding internal control over financial reportifdanagement’s report was not subject to attestdtipthe Companyg independe
registered public accounting firm pursuant to tbhkes of the Securities and Exchange Commission peamit the Company
provide only management’s report in this annuabrep

/s/ Andrew J. Ryback

Andrew J. Rybacl
Interim President and Chief Executive Offit

/s/ Richard L. Belstock

Richard L. Belstocl
Senior Vice President and Interim Chief Financifficgr

Dated March 23, 2011
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ITEM 9B. OTHER INFORMATION
None.
PART llI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by Items 10 can be foumdPlumas Bancorp’ Definitive Proxy Statement pursuant to RegulafiéA
under the Securities Exchange Act of 1934, ang ihis reference incorporated herein.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Items 11 can be foumdPlumas Bancorp’ Definitive Proxy Statement pursuant to RegulafiéA
under the Securities Exchange Act of 1934, ang ihis reference incorporated herein.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by Items 12 can be foumdPlumas Bancorp’ Definitive Proxy Statement pursuant to RegulafiéA
under the Securities Exchange Act of 1934, ang ihis reference incorporated herein.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by Items 13 can be foumd’lumas Bancorp’ Definitive Proxy Statement pursuant to RegulafidA
under the Securities Exchange Act of 1934, ang ihis reference incorporated herein.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by Items 14 can be foumd’lumas Bancorp’ Definitive Proxy Statement pursuant to RegulafidA
under the Securities Exchange Act of 1934, ang ihis reference incorporated herein.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Exhibits
The following documents are included or incorpaddtg reference in this Annual Report on Form 10K.

3.1 Articles of Incorporation as amended of Registiaaluded as exhibit 3.1 to the Registrant’'s For, &ile
No. 33384534, which is incorporated by reference het

3.2 Bylaws of Registrant as amended on March 16, 2

3.2 Amendment of the Articles of Incorporation of Reasit dated November 1, 2002, is included as ekBiBito
the Registrars 1(-Q for September 30, 2005, which is incorporatethiiyy reference hereil

3.4 Amendment of the Articles of Incorporation of Remasit dated August 17, 2005, is included as exBilditto the
Registrar’'s 1(-Q for September 30, 2005, which is incorporatedhi/reference hereil

4 Specimen form of certificate for Plumas Bancorguded as exhibit 4 to the Registrant’'s Form S-# No. 333-
84534, which is incorporated by reference hei

4.1 Certificate of Determination of Fixed Rate CumutatPerpetual Preferred Stock, Series A, is incluedxhibit
4.1 to Registrar's &K filed on January 30, 2009, which is incorporalgdhis reference herei

10.1 Executive Salary Continuation Agreement of AndreWyback dated December 17, 2008, is included hibigx
10.1 to the Registra’s 1(-K for December 31, 2008, which is incorporated liig teference herei

10.z Split Dollar Agreement of Andrew J. Ryback datedgfst 23, 2005, is included as Exhibit 10.2 to the
Registrar’s &K filed on October 17, 2005, which is incorporatsdthis reference herei

10.¢ Director Retirement Agreement of John Flournoy daarch 21, 2007, is included as Exhibit 10.8 to
Registrar’'s 1(-Q for March 31, 2007, which is incorporated by tta@ference hereit

10.11 First Amendment to Executive Salary Continuatiorredggnent of Robert T. Herr dated September 15, 2604,

included as Exhibit 10.11 to the Registrant’s 8iKd on September 17, 2004, which is incorporatethis
reference hereir
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Amended and Restated Director Retirement AgreewfeDaniel E. West dated May 10, 2000, is includsed a
Exhibit 10.18 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

Consulting Agreement of Daniel E. West dated May2ldDO, is included as Exhibit 10.19 to the Regisfs 10-
QSB for June 30, 2002, which is incorporated by teference herei

Split Dollar Agreements of Robert T. Herr dated t8egber 15, 2004, is included as Exhibit 10.20 & th
Registrar’s &K filed on September 17, 2004, which is incorpaildtg this reference herei

Amended and Restated Director Retirement Agreewfelvin G. Blickenstaff dated April 19, 2000, isdluded
as Exhibit 10.21 to the Registr’s 1(-QSB for June 30, 2002, which is incorporated by thference hereil

Consulting Agreement of Alvin G. Blickenstaff datethy 8, 2000, is included as Exhibit 10.22 to the
Registrar’'s 1(-QSB for June 30, 2002, which is incorporated bg thference hereil

Amended and Restated Director Retirement Agreewfe@erald W. Fletcher dated May 10, 2000, is inellids
Exhibit 10.24 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

Consulting Agreement of Gerald W. Fletcher dated/ @, 2000, is included as Exhibit 10.25 to the iRtegnt's
1C-QSB for June 30, 2002, which is incorporated by teference hereil

Amended and Restated Director Retirement Agreewfefitthur C. Grohs dated May 9, 2000, is includsd a
Exhibit 10.27 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

Consulting Agreement of Arthur C. Grohs dated Mag®00, is included as Exhibit 10.28 to the Regisfs 10-
QSB for June 30, 2002, which is incorporated by teference herei

Amended and Restated Director Retirement Agreewfeh¢rrance J. Reeson dated April 19, 2000, isuthetl as
Exhibit 10.33 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

Consulting Agreement of Terrance J. Reeson datedMa2000, is included as Exhibit 10.34 to the iRegnt’s
1C-QSB for June 30, 2002, which is incorporated by teference hereil

Letter Agreement, dated January 30, 2009 by andldmzt Plumas Bancorp, Inc. and the United Statesifrapn
of the Treasury and Securities Purchase Agreeme8tandard Terms attached thereto, is included abietl0.1
to Registrar’'s &K filed on January 30, 2009, which is incorporabgdhis reference herei

Form of Senior Executive Officer letter agreeménincluded as exhibit 10.2 to Registrant’s 8-Kdilon
January 30, 2009, which is incorporated by thienexfce hereir

Deferred Fee Agreement of Alvin Blickenstaff islinded as Exhibit 10.37 to the Registrant’s 10-QMarch 31,
2009, which is incorporated by this reference e

2001 Stock Option Plan as amended is included laibie®9.1 of the Form S-8 filed July 23, 2002, o. 333-
96957, which is incorporated by this reference ine

Form of Indemnification Agreement (Plumas Bancasghcluded as Exhibit 10.41 to the Registrant’'sQor
March 31, 2009, which is incorporated by this refere herein
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Form of Indemnification Agreement (Plumas Bankiniduded as Exhibit 10.42 to the Registrant’'s 160
March 31, 2009, which is incorporated by this refere herein

Plumas Bank 401(k) Profit Sharing Plan as amensi@ttluded as exhibit 99.1 of the Forn8$iled February 14
2003, File No. 33-103229, which is incorporated by this referencesime

Executive Salary Continuation Agreement of Robett@&rr dated June 4, 2002, is included as Exhihi44 to
the Registrars 1(-Q for March 31, 2003, which is incorporated by ttd@ference hereit

1991 Stock Option Plan as amended is included a#ExX0.46 to the Registrant’s 10-Q for Septentk@r2004,
which is incorporated by this reference her

Specimen form of Incentive Stock Option Agreemamder the 1991 Stock Option Plan is included as
Exhibit 10.47 to the Registre’s 1(-Q for September 30, 2004, which is incorporatedhiiyy reference hereil

Specimen form of Non-Qualified Stock Option Agreenender the 1991 Stock Option Plan is included as
Exhibit 10.48 to the Registre’s 1(-Q for September 30, 2004, which is incorporatedhiyy reference hereil

Amended and Restated Plumas Bancorp Stock Optamifincluded as Exhibit 10.49 to the Registrah@sQ
for September 30, 2006, which is incorporated kg bference hereil

Executive Salary Continuation Agreement of Rose Besw, is included as exhibit 10.50 to the Regi$sdi0-K
for December 31, 2008, which is incorporated by teference hereil

First Amendment to Split Dollar Agreement of AndrdwRyback, is included as exhibit 10.51 to theiieant's
1C-K for December 31, 2008, which is incorporatedHog teference hereil

Second Amendment to Executive Salary ContinuatigreAment of Robert T. Herr dated June 4, 2002 and
Amended September 15, 2004, is included as exhib6 to the Registrant’s for December 31, 2008, whi
is incorporated by this reference her¢

First Amendment to Split Dollar Agreements of RdblerHerr dated September 15, 2004, is includeexagbit
10.57 to the Registre’s 1(-K for December 31, 2008, which is incorporatedHtog teference herei

Executive Salary Continuation Agreement of Robett&rr dated December 17, 2008, is included ashéxhi
10.58 to the Registre’s 1(-K for December 31, 2008, which is incorporatedHig teference hereil

First Amendment to the Plumas Bank Amended andaRmsbDirector Retirement Agreement for Alvin
Blickenstaff adopted on September 19, 2007, isuthell as Exhibit 10.64 to the Registrant’s 8-K fited
September 25, 2007, which is incorporated by #sfisrence hereir

First Amendment to the Plumas Bank Amended andaRebDirector Retirement Agreement for Arthur Cols
adopted on September 19, 2007, is included as EXIS5 to the Registrant’s 8-K filed on SeptemPgr 2007,
which is incorporated by this reference her

First Amendment to the Plumas Bank Amended andaRsbDirector Retirement Agreement for Terrance J.
Reeson adopted on September 19, 2007, is inclulEdlabit 10.67 to the Registrant’s 8-K filed on
September 25, 2007, which is incorporated by #fisrence hereir

First Amendment to the Plumas Bank Amended andaRssDirector Retirement Agreement for Daniel EstVe

adopted on September 19, 2007, is included as ExXitH9 to the Registrant’s 8-K filed on SeptemPgr 2007,
which is incorporated by this reference her
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First Amendment to the Plumas Bank Amended andaRabDirector Retirement Agreement for Gerald W.
Fletcher adopted on October 9, 2007, is includeBxsbit 10.70 to the Registrant’s 10-Q for Septem®0,
2007, which is incorporated by this reference hme

Consent Order issued by the FDIC and CDFI to PluBstk on March 18, 2011, is included as Exhibitl16f.
the Registrars &K filed on March 21, 2011, which is incorporatedthis reference herei

Stipulation and Consent to the Issuance of CorSea¢r among Plumas Bank and the FDIC entered imto o
March 16, 2011, is included as Exhibit 10.2 of Registrant’s 8-K filed on March 21, 2011, which is
incorporated by this reference here

Computation of per share earnings appears in thehstd 10-K under Item 8 Financial Statements Pluma
Bancorp and Subsidiary Notes to Consolidated Filah&tatements as Footnote — Shareholder Equity.

Plumas Banl— California.

Plumas Statutory Trust— Connecticut

Plumas Statutory Trust — Connecticut

Independent Registered Public Accour’s Consent letter dated March 23, 2!

Rule 13i-14(a) [Section 302] Certification of Principal Fiv@al Officer dated March 23, 20:
Rule 13i-14(a) [Section 302] Certification of Principal Exgiwve Officer dated March 23, 20:

Certification of Principal Financial Officer purguao 18 U.S.C. Section 1350, As Adopted Pursuant t
Section 906 of the Sarbal-Oxley Act of 2002 dated March 23, 20:

Certification of Principal Executive Officer pursuao 18 U.S.C. Section 1350, As Adopted Pursuant t
Section 906 of the Sarbar-Oxley Act of 2002 dated March 23, 20:

Certification of Chief Executive Officer pursuant$ection 111(b)(4) of the Emergency Economic 8tabion
Act of 2008 dated March 23, 201

Certification of Chief Financial Officer pursuait $ection 111(b)(4) of the Emergency Economic 8eattion
Act of 2008 dated March 23, 201
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regjigthas duly caused this reg
to be signed on its behalf by the undersignedeti@o duly authorized.

PLUMAS BANCORP
(Registrant)

Date: March 23, 2011

/s ANDREW J. RYBACK
Andrew J. Ryback
Interim President and Chief Executive Offic

/s/ RICHARD L. BELSTOCK
Richard L. Belstock
Senior Vice President and Interim Chief Financifficgr
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Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons «
behalf of the registrant and in the capacities@mthe date indicated.

/s/ DANIEL E. WEST Dated: March 23, 2011
Daniel E. WestDirector and Chairman of the Boau

/sl TERRANCE J. REESON Dated: March 23, 2011
Terrance J. ReesoDirector and Vice Chairman of the Boa

/s/ ALVIN G. BLICKENSTAFF Dated: March 23, 2011
Alvin G. Blickenstaff,Director

/si W. E. ELLIOTT Dated: March 23, 2011
William E. Elliott, Director

/sl GERALD W. FLETCHER Dated: March 23, 2011
Gerald W. FletcheDirector

/s/ JOHN FLOURNOY Dated: March 23, 2011
John FlournoyDirector

/s/ ARTHUR C. GROHS Dated: March 23, 2011
Arthur C. GrohsDirector

/s ROBERT J. MCCLINTOCK Dated: March 23, 2011
Robert J. McClintockDirector
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Exhibit 3.2
AMENDED BYLAWS
OF
PLUMAS BANCORP
March 16, 2011
ARTICLE |
OFFICES

SECTION 1.1. PRINCIPAL OFFICE. The principal executive office of the corporatienhiereby located at such place as the t
of directors (the “board”shall determine. The board is hereby granted follgr and authority to change said principal exee
office from one location to another.

SECTION 1.2. OTHER OFFICES. Other business offices may, at any time, be estaddi by the board at such other places
deems appropriate.

ARTICLE Il
MEETINGS OF SHAREHOLDERS

SECTION 2.1. PLACE OF MEETINGS. Meetings of shareholders may be held at such phatien or outside the state
California designated by the board. In the absesfcany such designation, shareholdergetings shall be held at the princ
executive office of the corporation.

SECTION 2.2. ANNUAL MEETING. The annual meeting of shareholders shall be heltheoelection of directors on a date ar
a time designated by the board. The date so desijrshall be within fifteen (15) months after tlastlannual meeting. At st
meeting, directors shall be elected, and any gitegper business within the power of the shareheldey be transacted.

SECTION 2.3. SPECIAL MEETINGS. Special meetings of the shareholders may be caltedny time by the board, 1
chairperson of the board, the president, or byhtilders of shares entitled to cast not less thampéecent (10%) of the votes at s
meeting. If a special meeting is called by any persr persons other than the board, the requelitbshan writing, specifying th
time of such meeting and the general nature ofbiliginess proposed to be transacted, and shall Inered personally or t
registered mail to the chairperson of the board, firesident, any vice president or the secretarthefcorporation. The offic
receiving the request shall cause notice to be ptigngiven to the shareholders entitled to votd thaneeting will be held at a tir
requested by the person or persons calling theinggetot less than 35 nor more than 60 days afiegipt of the request, except if
special meeting called for by a shareholder isettéld for election of directors, in which caseriominations to be properly brou
by a shareholder before a special meeting of sbiters pursuant to Section 3.3(b) of these byldlaes shareholder must have gi
timely notice thereof in writing to the secretarfytbe corporation. To be timely in the event ofedal meeting called for by
shareholder for the election of directors, a shaldsr’s notice shall be delivered to or mailed and resztiat the principal executi
offices of the corporation (A) not earlier than 1®dys prior to the date of the special meeting @)chot later than the later
90 days prior to the date of the special meetinther10th day following the day on which public anncement of the date of
special meeting was first made. Such sharehadeotice to the secretary of the corporation shlb comply with the notic
requirements of Section 3.3(a)(iii).




If the notice of special meeting is not given wittd0 days after receipt of the request for a speageting (other than for a spe
meeting called for by a shareholder to be heldHerelection of directors), the person or perseqsiesting the meeting may give
notice. Nothing in this paragraph shall be constrag limiting, fixing or affecting the time whemaeeting of shareholders called
action of the board may be held.

SECTION 2.4. NOTICE OF MEETINGS. Written notice, in accordance with Section 2.5hi$ tArticle 11, of each annual or spec
meeting of shareholders shall be given not less fttanor more than 60 days before the date of theting to each sharehol
entitled to vote thereat. Such notice shall stageflace, date and hour of the meeting and (d)eéncaise of a special meeting,
general nature of the business to be transactddy@other business may be transacted, or (bkircdise of the annual meeting, tt
matters which the board, at the time of the maitifighe notice, intends to present for action by shareholders, but, subject to
provisions of applicable law, any proper matter rhaypresented at the meeting for such action. Bieenof any meeting at whi
directors are to be elected shall include the naofig®ominees intended at the time of the noticbdagoresented by the board
election.

If action is proposed to be taken at any meetimgfiproval of (a) a contract or transaction in wahécdirector has a direct or indir
financial interest, pursuant to Section 310 of @adifornia Corporations Code, as amended (the “Qodb) an amendment of t
articles of incorporation, pursuant to Section @2he Code, (c) a reorganization of the corporatfsursuant to Section 1201 of
Code, (d) a voluntary dissolution of the corponatipursuant to Section 1900 of the Code, or (etlution in dissolution othi
than in accordance with the rights of outstandirefgrred shares, pursuant to Section 2007 of trdeCthe notice shall also state
general nature of that proposal.

SECTION 2.5. MANNER OF GIVING NOTICE. Notice of a shareholders’ meeting shall be givehegipersonally or by first-
class mail or telegraphic or other written commatiam, charges prepaid, addressed to the sharehatdthe address of tt
shareholder appearing on the books of the corporati given by the shareholder to the corporatmrttie purpose of notice. If
such address appears on the corporatibooks or is given, notice shall be deemed to h&emn given if sent to that shareholde
first-class mail or telegraphic or other writtennmmunication to the corporatian’principal executive office or if published atdi
once in a newspaper of general circulation in tenty in which the principal executive office isiied. Notice shall be deeme:
have been given at the time when delivered perbomal deposited in the mail or sent by telegramotiter means of writte
communication. An affidavit of mailing or other nmesaof giving any notice in accordance with the abpxovisions, executed by !
secretary, assistant secretary or any transfert agfeaill be prima facie evidence of the givinghaf hotice.




If any notice addressed to the shareholder atdideeas of such shareholder appearing on the bdake @orporation is returned
the corporation by the United States Postal Semviaeked to indicate that the United States Postadi€& is unable to deliver t
notice to the shareholder at such address, altdutotices shall be deemed to have been duly girout further mailing if th
same shall be available for the shareholder updttenwrdemand of the shareholder at the principatative office of the corporati
for a period of one year from the date of the gjviri the notice to all other shareholders.

SECTION 2.6. QUORUM. A majority of the shares entitled to vote, représdnn person or by proxy, shall constitute a quoa
any meeting of shareholders. The shareholdersgrasa duly called or held meeting at which a guoiis present may continue
transact business until adjournment notwithstandegwithdrawal of enough shareholders to leave lkan a quorum, if any acti
taken (other than adjournment) is approved byastla majority of the shares required to constiugeorum.

SECTION 2.7. ADJOURNED MEETING AND NOTICE THEREOF. Any shareholdersimeeting, whether or not a quorun
present, may be adjourned from time to time byubie of a majority of the shares represented eithgrerson or by proxy at t
meeting, but in the absence of a quorum (excepr@dded in Section 2.6 of this Article II) no othleusiness may be transacte
such meeting. When any meeting of shareholdetsere#tnnual or special, is adjourned to another timplace, notice need not
given of the adjourned meeting if the time and elace announced at the meeting at which the adjoemhis taken. However, wh
any shareholdersheeting is adjourned for more than 45 days frondtte set for the original meeting, or, if aftejoainment a ne'
record date is fixed for the adjourned meetingiceodf the adjourned meeting shall be given to esdnareholder of record entitlec
vote at the meeting. At any adjourned meeting thraration may transact any business which mighteHzeen transacted at
original meeting.

SECTION 2.8. VOTING. The shareholders entitled to notice of any meetintp vote at any such meeting shall be only peyso
whose name shares stand on the stock records obtperation on the record date determined in ataore with Section 2.9 of
Article 11.

Voting of shares of the corporation shall in abes be subject to the provisions of Sections 7@uth 711, inclusive, of the Code.

The shareholders/ote may be by voice or ballot; provided, howetkat any election for directors must be by ballatémanded k
any shareholder before the voting has begun. Onnzatyer other than election of directors, any shalder may vote part of tl
shares in favor of the proposal and refrain frortingpthe remaining shares or vote them againsptbposal (other than the elect
of directors), but, if the shareholder fails to dfethe number of shares which the shareholdaroting affirmatively, it will be
conclusively presumed that the sharehokl@pproving vote is with respect to all shares thatshareholder is entitled to vote.
quorum is present, the affirmative vote of the mgjoof the shares represented at the meeting atitleel to vote on any matt
(other than the election of directors) shall be dkt of the shareholders, unless the vote of atgreamber or voting by classe:
required by the Code or by the articles of incoagtion.




Subject to the following sentence and the provisiohSection 708 of the Code, every shareholdetlehto vote at any election
directors may cumulate such shareholsletdtes and give one candidate a number of voteal ¢q the number of directors to
elected multiplied by the number of votes to whilkl shareholder’s shares are entitled, or diskilt¢ shareholdes’votes on tt
same principle among as many candidates as thetsiider thinks fit. No shareholder shall be erditte cumulate votes for a
candidate or candidates pursuant to the preceding¢eisce unless such candidate’s or candidatesies have been placec
nomination prior to the voting and the shareholtes given notice at the meeting and prior to thengoof the shareholdes’intentior
to cumulate the shareholdervotes. If any one shareholder has given suclteyotill shareholders may cumulate their vote
candidates in nomination.

In any election of directors, the candidates rdogithe highest number of affirmative votes of #iares entitled to be voted
them, up to the number of directors to be elected]l be elected. Votes against the director artdsvaithheld shall have no le:
effect.

SECTION 2.9. RECORD DATE. The board may fix, in advance, a record date ferdétermination of the shareholders entitle
notice of any meeting or to vote or to receive paghof any dividend or other distribution, or aft@nt of any rights, or to exerc
any rights in respect of any other lawful actioheTecord date so fixed shall be not more thana§@ dor less than 10 days prio
the date of the meeting nor more than 60 days priany other action. When a record date is safiealy shareholders of record
that date are entitled to notice of and to votdhatmeeting or to receive the dividend, distribaitior allotment of rights, or to exerc
rights, as the case may be, notwithstanding amstea of shares on the books of the corporaticer dffte record date. A record d
for a meeting of shareholders shall apply to arjpladment of the meeting unless the board fixeswa record date for the adjourr
meeting. The board shall fix a new record datbefmeeting is adjourned for more than 45 days.

If no record date is fixed by the board, the recdate for determining shareholders entitled toagotif or to vote at a meeting
shareholders shall be at the close of busineshehusiness day next preceding the day on whidbenotf the meeting is given or
notice is waived, the close of business on therlassi day next preceding the day on which the ngeétiheld. The record date
determining shareholders for any purpose other #saset forth in this Section 2.9 or Section 2.f.this Article Il shall be at tF
close of business on the day on which the boargtadbe resolution relating thereto, or the siktigay prior to the date of such ot
action, whichever is later.

SECTION 2.10. CONSENT OF ABSENTEES The transactions of any meeting of shareholdessever called and noticed, ¢
wherever held, are as valid as though had at aimgegtily held after regular call and notice, if @ogum is present either in persol
by proxy, and if, either before or after the megtieach of the persons entitled to vote, who wdspresent in person or by pro
signs a written waiver of notice, or a consenth® holding of the meeting or an approval of theutés thereof. All such waive
consents or approvals shall be filed with the coaferecords or made a part of the minutes of teetimg. Attendance of a persol
a meeting shall constitute a waiver of notice ad aresence at such meeting, except when the pelgeats, at the beginning of 1
meeting, to the transaction of any business bectheseneeting is not lawfully called or convened @&xdept that attendance ¢
meeting is not a waiver of any right to objecthe tonsideration of matters required by the Codmetocluded in the notice but |
so included, if such objection is expressly madiatmeeting. Neither the business to be transadtetbr the purpose of, any reg!
or special meeting of shareholders need be spédifiany written waiver of notice, consent to tludding of the meeting or appro
of the minutes of the meeting, except that if aci®taken or proposed to be taken for approvanyf of those matters specifiec
the second paragraph of Section 2.4 of this Arlicléhe waiver of notice, consent or approval Elstdte the general nature of
proposal.




SECTION 2.11. ACTION BY WRITTEN CONSENT WITHOUT A M EETING. Subject to Section 603 of the Code, any ar
which may be taken at any annual or special meetfrghareholders may be taken without a meetingvaitttbut prior notice if
consent in writing, setting forth the action sodrakis signed by the holders of the outstandingeshar their proxies, having not |
than the minimum number of votes that would be ss&gy to authorize or take such action at a meetinghich all shares entitled
vote thereon were present and voted. All such adesghall be filed with the secretary of the cogtimn and shall be maintainec
the corporate records; provided, however, thatu(lgss the consents of all shareholders entitledote have been solicited
writing, notice of any shareholder approval withauneeting by less than unanimous consent shaives, as provided by Secti
603(b) of the Code, and (2) in the case of eleatibdirectors, such a consent shall be effectivig drsigned by the holders of :
outstanding shares entitled to vote for the electibdirectors; provided, however, that subjecapplicable law, a director may
elected at any time to fill a vacancy on the bahat has not been filled by the directors, by thétan consent of the holders ¢
majority of the outstanding shares entitled to Vimethe election of directors. Any written consenay be revoked by a writil
received by the secretary of the corporation piaothe time that written consents of the numbeshadres required to authorize
proposed action have been filed with the secretary.

Unless a record date for voting purposes be fixepvided in Section 2.9 of this Article Il, thecord date for determini
shareholders entitled to give consent pursuarttitoSection 2.11, when no prior action by the bdaas been taken, shall be the
on which the first written consent is given.

SECTION 2.12. PROXIES.Every person entitled to vote shares or executgemrconsents has the right to do so either ingueos
by one or more persons authorized by a written yoexecuted and dated by such shareholder and ilddthe secretary of tl
corporation prior to the convening of any meetifighe shareholders at which any such proxy is tases or prior to the use of si
written consent. A validly executed proxy which doeot state that it is irrevocable continues in fakce and effect unles
(1) revoked by the person executing it prior totb&e pursuant thereto, by a writing deliveredhe torporation stating that the pr
is revoked or by a subsequent proxy executed bypénson executing the prior proxy and presentethéomeeting, or as to a
meeting of shareholders, by attendance at suchimgestd voting in person by the person executirgptoxy; or (2) written notic
of the death or incapacity of the maker of the prox received by the corporation before the votespant thereto is counte
provided, however, that no proxy shall be valiceafthe expiration of 11 months from the date ofeixecution unless otherw
provided in the proxy.




SECTION 2.13. INSPECTORS OF ELECTION. In advance of any meeting of shareholders, thecbosy appoint any persc
other than nominees for office as inspectors dftida to act at such meeting and any adjournmesretsf. If no inspectors of electi
are so appointed, or if any persons so appointiedofappear or refuse to act, the chairpersonngf such meeting may, and on
request of any shareholder or sharehoklproxy shall, appoint inspectors of election &t theeting. The number of inspectors ¢
be either one (1) or three (3). If inspectors grpainted at a meeting on the request of one or rebegeholders or proxies,
holders of a majority of shares or their proxiesgent shall determine whether one (1) or threng®ectors are to be appointed.

The duties of such inspectors shall be as presthigeSection 707(b) of the Code and shall incluligermining the number of sha
outstanding and the voting power of each; detemgitihe shares represented at the meeting; detegnineé existence of a quort
determining the authenticity, validity and the eff@f proxies; receiving votes, ballots or conspmksaring and determining
challenges and questions in any way arising in eotion with the right to vote; counting and tabuigtall votes or consen
determining when the polls shall close; determirtimg result; and doing such acts as may be prapeoriduct the election or vc
with fairness to all shareholders. If there ar@¢hinspectors of election, the decision, act diftete of a majority is effective in «
respects as the decision, act or certificate of all

SECTION 2.14. CONDUCT OF MEETINGS. The president shall preside at all meetings ostiaeholders and shall conduct ¢
such meeting in a businesslike and fair mannershatl not be obligated to follow any technicalinfi@l or parliamentary rules
principles of procedure. The presiding officerulings on procedural matters shall be conclusiveé binding on all shareholde
unless at the time of ruling a request for a vetmade to the shareholders entitled to vote angsepted in person or by proxy at
meeting, in which case the decision of a majorftguch shares shall be conclusive and binding bshalreholders. Without limitir
the generality of the foregoing, the presiding a#fi shall have all the powers usually vested inptesiding officer of a meeting
shareholders.

ARTICLE Il
DIRECTORS

SECTION 3.1. POWERS.Subject to the provisions of the Code and any #tiahs in the articles of incorporation and theglavs
relating to actions required to be approved bystiereholders or by the outstanding shares, thedssiand affairs of the corporat
shall be managed and all corporate powers shatixieecised by or under the direction of the boarte Board may delegate
management of the day-ttay operations of the business of the corporatiom management company or other person provide
the business and affairs of the corporation shalinanaged and all corporate powers shall be erercisder the ultimate direction
the board. Without prejudice to such general powaus subject to the same limitations, it is herelpressly declared that the bc
shall have the following powers in addition to tther powers enumerated in these bylaws:

(a) to select and remove all the other officers, agaents employees of the corporation, prescribe amfifipations, powers ar
duties for them that are consistent with law, thicles of incorporation or these bylaws, fix thesmpensation, and reqt
from them security for faithful servic




(b) to conduct, manage and control the affairs andniegsi of the corporation and to make such rulesregulations therefor n
inconsistent with law, the articles of incorporatior these bylaws, as they may deem t

(c) to adopt, make and use a corporate seal, to poesitré forms of certificates of stock, and to alker form of such seal and
such certificates from time to time as in theirgatent they may deem be

(d) to authorize the issuance of shares of stock otdnporation from time to time, upon such terms fordsuch consideration
may be lawful;

(e) to borrow money and incur indebtedness for the ggeep of the corporation, and to cause to be exgeuteé delivered thereft
in the corporate name, promissory and capital ndiesds, debentures, deeds of trust, mortgagedgede hypothecations
other evidences of debt and securities thereforaaydagreements pertaining there

(f) to prescribe the manner in which and the persgreasons by whom any or all of the checks, draft¢ées) contracts and otl
corporate instruments shall be execu

(g) to appoint and designate, by resolution adopted Ibyajority of the authorized number of directonse @r more committee
each consisting of two or more directors, including appointment of alternate members of any cotamivho may replace a
absent member at any meeting of the committee

(h) generally, to do and perform every act or thing tetiar that may pertain to or be authorized by tbarth of directors of
corporation incorporated under the laws of thises

SECTION 3.2. NUMBER AND QUALIFICATION OF DIRECTORS. The authorized number of directors of the corporashal
not be less than eight (8) nor more than fiftee®) (Intil changed by an amendment of the articlemeodrporation or by a byla
amending this Section 3.2 duly adopted by the woteritten consent of holders of a majority of tetstanding shares entitlec
vote. The exact number of directors shall be fikedh time to time, within the range specified iretarticles of incorporation or
this Section 3.2: (i) by a resolution duly adoptsdthe board; (ii) by a bylaw or amendment therdalfy adopted by the vote o
majority of the shares entitled to vote represeatesl duly held meeting at which a quorum is presmrby the written consent of 1
holders of a majority of the outstanding sharegtledtto vote; or (iii) by approval of the sharetlets (as defined in Section 15:
the Code.

SECTION 3.3. NOMINATIONS OF DIRECTORS AND SHAREHOLD ER PROPOSALS.
(a) Annual Meetings of Shareholders.

(i) Nominations of persons for election to the libaf directors of the corporation or the proposhlother business to
transacted by the shareholders may be made atraralameeting of shareholders only (A) pursuanthi® ¢orporatiors notice o
meeting (or any supplement thereto), (B) by orhat direction of the board of directors or any cotteei thereof or (C) by al
shareholder of the corporation who is a sharehadfleecord at the time of giving of notice providkmt in this Section 3.3(a) and
the time of the annual meeting, who shall be ettitio vote at the meeting and who complies withpteeedures set forth in tl
Section 3.3(a).




(i) For nominations or other business to be priyperought before an annual meeting of shareholdgra shareholder pursu
to clause (C) of paragraph (a)(i) of this Sectid® &he shareholder must have given timely notieegof in writing to the secretary
the corporation and any such proposed businessr(tithn the nominations of persons for electiothtoboard of directors) mt
constitute a proper matter for shareholder acflanbe timely, a shareholdsrhotice shall be delivered to, or mailed and rextby
the secretary of the corporation at the princip&icative offices of the corporation not less th@rd@ys nor more than 120 days
to the first anniversary of the date of the corfiorés proxy statement release to shareholders for énviqus shareholders ann
meeting;provided, however that in the event that the date of the annualtimgdes advanced more than 30 days prior to
anniversary date or delayed more than 70 days sfteln anniversary date, then to be timely, sucic@ahust be received by 1
corporation no earlier than 120 days prior to saichual meeting and no later than the later of %@ gaior to the date of the meet
or the 10th day following the day on which publimauncement of the date of the meeting was firsterizy the corporation. In
event shall the public announcement of an adjountre postponement of an annual meeting commeneewatime period (¢
extend any time period) for the giving of a shatdlds notice as described above.

(iii) A shareholder’s notice to the secretary sisell forth
(A) as to each person whom the shareholder progoseaminate for election or reelection as a doect

(1) all information relating to such person thatéguired to be disclosed in solicitations of pesxfor election ¢
directors, or is otherwise required, in each cassyant to Regulation 14A under the Securities BrRgle Act of 1934 (tt
“Exchange Act”) (including such persanivritten consent to being named in the proxy statd as a nominee and
serving as a director if elected);

(2) the address of each proposed nominee;

(3) the number of shares of capital stock of angkb®ank holding company, savings and loan assoniair othe
depository institution owned beneficially by thenmiaee or by the notifying shareholder and the itiestand locations
any such institutions; and

(4) whether the proposed nominee is subject tordarpor an agreement that prohibits him or hemfserving as
director of a parent corporation for an insureda$#pry institution,

(B) as to any other business that the shareholagroges to bring before the meeting, a brief dpsori of the busine:
desired to be brought before the meeting, the téxthe proposal (including the text of any resauot proposed fi
consideration and in the event that such busineskides a proposal to amend these bylaws, the dkxthe propose
amendment), the reasons for conducting such bissieied any material interest in such business df shareholder and t
beneficial owner, if any, on whose behalf the psaddés made, and




(C) as to the shareholder giving the notice ancbtheeficial owner, if any, on whose behalf the s is made:

(1) the name and address of such shareholder égsafipear on the corporatisbooks) and of any such benefi
owner;

(2) the class or series and number of shares dfatagiock of the corporation which are held of et or ar
beneficially owned by such shareholder and by arch $eneficial owner;

(3) a description of any agreement, arrangemeninderstanding between or among such shareholdeamnduc
beneficial owner, any of their respective affilat@r associates, and any other person or persweiading their names)
connection with the proposal of such nominatiolthier business;

(4) a description of any agreement, arrangemennderstanding (including the form of settlementny derivative
long or short positions, profit interests, forwardsitures, swaps, options, warrants, convertibleusges, stoc
appreciation or similar rights, hedging transaati@md borrowed or loaned shares) that has beerednitgo by or o
behalf of, or any other agreement, arrangementnderstanding that has been made, the effect ontiatiewhich is t
create or mitigate loss to, manage risk or beméfighare price changes for, or increase or decribaseoting power o
such shareholder or any such beneficial ownerrgrsaich nominee] with respect to the corporatiee’surities;

(5) a representation that the shareholder is aehaddl record of stock of the corporation entitledviote at suc
meeting and intends to appear in person or by pebxie meeting to bring such nomination or othgsifess before tl
meeting; and

(6) a representation signed by the shareholdes adéther such shareholder or any such benefigiako intends ¢
is part of a group that intends to (i) deliver axyr statement and/or form of proxy to holders ofeaist the percentage
the voting power of the corporatienbutstanding capital stock required to approvadupt the proposal or to elect e
such nominee and/or (ii) otherwise to solicit pesxfrom shareholders in support of such proposaborination.

(b) Special Meetings of Shareholders.

If the election of directors is included as busintsbe brought before a special meeting in thparations notice of meetin
then nominations of persons for election to therthad directors of the corporation at a special timgeof shareholders may be m
by any shareholder who is a shareholder of recobtideatime of giving of notice provided for in thBection 3.3(b) and at the time
the special meeting, who shall be entitled to \aithe meeting and who complies with the procedse¢gorth in this Section 3.3(
For nominations to be properly brought by a shddgrdefore a special meeting of shareholders puntsio this Section 3.3(b), t
shareholder must have given timely notice thereofiiting to the secretary of the corporation. Teotbmely, a shareholdex'notice
shall be delivered to or mailed and received atptfirecipal executive offices of the corporation #9t earlier than 120 days prioi
the date of the special meeting and (B) not latentthe later of 90 days prior to the date of thec&al meeting or the 10th c
following the day on which public announcement loé date of the special meeting was first made. @&ediolders notice to th
secretary of the corporation shall comply with timice requirements of Section 3.3(a)(iii).




(c) General.

(i) At the request of the board of directors, aeygon nominated by the board of directors for @acas a director shall furni
to the secretary of the corporation the informatiat is required to be set forth in a sharehofdadtice of nomination that perta
to the nominee. No person shall be eligible to diminated by a shareholder to serve as a directtireoforporation unless nomina
in accordance with the procedures set forth in Sgstion 3.3. No business proposed by a sharehshidl be conducted a
shareholder meeting except in accordance withShaidion 3.3. The chairman of the meeting shathéffacts warrant, determine ¢
declare to the meeting that a nomination was nateniia accordance with the procedures prescribetthdse bylaws or that busin
was not properly brought before the meeting, arttkibr she should so determine, he or she shaleslare to the meeting and
defective nomination shall be disregarded or suginess shall not be transacted, as the case m&obeithstanding the foregoil
provisions of this Section 3.3, unless otherwisuined by law, if the shareholder (or a qualifiegpresentative of the sharehol
does not appear at the annual or special meetisbastholders of the corporation to present a natioim or other proposed busine
such nomination shall be disregarded or such pexpdmisiness shall not be transacted, as the cagdepanotwithstanding th
proxies in respect of such vote may have beenvedeby the corporation. For purposes of this Sa@i@, to be considerec
qualified representative of the shareholder, agremsust be a duly authorized officer, manager onpa of such shareholder or m
be authorized by a writing executed by such shadehmr an electronic transmission delivered byhssicareholder to act for st
shareholder as proxy at the meeting of shareholdedssuch person must produce such writing or releict transmission, or
reliable reproduction of the writing or electrotiansmission, at the meeting of shareholders.

(i) Without limiting the foregoing provisions ofhis Section 3.3, a shareholder shall also complsh vall applicabl
requirements of the Exchange Act and the rulesragdlations thereunder with respect to the magetdorth in this Section 3.
provided, however, that any references in thesaviiyko the Exchange Act or such rules and reguisitéme not intended to and s
not limit any requirements applicable to nominasioor proposals as to any other business to be demasi pursuant to tt
Section 3.3, and compliance with paragraphs (&)ignd (b) of this Section 3.3 shall be the exsieigheans for a shareholdel
make nominations or submit other business (ottar &% provided in paragraph (c)(iii)).

(iii) Notwithstanding anything to the contrary, timetice requirements set forth herein with resgecthe proposal of ai
business pursuant to this Section 3.3 shall be ddesatisfied by a shareholder if such shareholdsrdubmitted a proposal to
corporation in compliance with Rule 14a-8 or a numation in compliance with Rule 14 under the Exchange Act, and <
shareholdes proposal or nomination, as the case may be, das imcluded in a proxy statement that has beepapzd by th
corporation to solicit proxies for the meeting baseholders.
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SECTION 3.4. ELECTION AND TERM OF OFFICE. The directors shall be elected at each annual ngeefishareholders, but
any annual meeting is not held or the directors reoe elected thereat, the directors may be eleatedny special meeting
shareholders held for that purpose. Each direttalt old office until the next annual meeting amtil a successor has been ele
and qualified.

Notwithstanding anything in these bylaws to thetcamy, for so long as the Corporat’s Fixed Rate Cumulative Perpetual Prefe
Stock, Series A (the Designated Preferred Stock is outstanding: (i) whenever, at any time or timgéisjdends payable on t
shares of Designated Preferred Stock have not pa&hfor an aggregate of six quarterly Dividendidds (as defined in tl
Certificate of Determination for the Designated fBneed Stock) or more, whether or not consecutilie, authorized number
directors shall automatically be increased by timat Shall in no event be increased to a numbeirettbrs that is greater than
maximum number of directors set forth in Articlg IBection 3.2 of these bylaws); and (i) this sexwe may not be modifie
amended or repealed by the Corporagdmoard of directors (or any committee thereofjvithout the affirmative vote and appro
of (x) the stockholders and (y) the holders ofeaist a majority of the shares of Designated PedeBtock outstanding at the time
such vote and approval.

SECTION 3.5. VACANCIES. Vacancies on the board, except for a vacancy adateéhe removal of a director, may be filled t
majority of the remaining directors, though lesartta quorum, or by a sole remaining director, aadhelirector so elected shall h
office until the next annual meeting and until sddatector's successor has been elected and qualified. A ggacanthe board creat
by the removal of a director may only be filled the vote of a majority of the shares entitled téevepresented at a duly h
meeting at which a quorum is present, or by thétevriconsent of the holders of all of the outstagdihares.

The shareholders may elect a director or direcbr@ny time to fill any vacancy or vacancies ntédi by the directors. Any su
election by written consent other than to fill a&aacy created by removal requires the consentinadjarity of the outstanding sha
entitled to vote.

Any director may resign effective upon giving weitt notice to the chairperson of the board, theigeas secretary, or the boe
unless the notice specifies a later time for thfeatizeness of such resignation. If the board aiscépe resignation of a direc
tendered to take effect at a future time, the baarthe shareholders shall have power to electcaessor to take office when
resignation is to become effective.

A vacancy or vacancies on the board shall be dedmedist in case of the death, resignation or rahof any director, or if tt
authorized number of directors is increased, tinéfshareholders fail, at any annual or speciatimg®f shareholders at which ¢
director or directors are elected, to elect theduthorized number of directors to be voted fothat meeting. The board may dec
vacant the office of a director who has been dedliaf unsound mind by an order of court or condctéa felony. No reduction
the authorized number of directors shall have ffexeof removing any director prior to the expiceat of the directoss term of office

11




SECTION 3.6. PLACE OF MEETINGS. Regular or special meetings of the board shalldidd ht any place within or outside
state of California which has been designated énrititice of meeting or if there is no notice, & fhincipal executive office of t
corporation, or at a place designated by resoluifaihe board or by the written consent of the do&mny regular or special meeti
is valid wherever held if held upon written consehall members of the board given either beforafter the meeting and filed w
the secretary of the corporation.

SECTION 3.7. REGULAR MEETINGS. Immediately following each annual meeting of shatdérs, the board shall hold a reg
meeting for the purpose of organization, any ddsaiection of officers and the transaction of othesiness. Notice of this meet
shall not be required.

Other regular meetings of the board shall be héfdout notice on the third Wednesday of each matttine hour of 8:30 a.m., or
such different date and time as the board may fiora to time fix by resolution; provided, howevshould said day fall upon a le
holiday observed by the corporation at its princgeecutive office, then said meeting shall be tetlthe same time and place on
next succeeding full business day of the corpomatiZall and notice of all regular meetings of tloafal are hereby dispensed with.

SECTION 3.8. SPECIAL MEETINGS. Special meetings of the board for any purpose gogaes may be called at any time by
chairperson of the board, the president, any viesigent, the secretary or by any two directors.

Special meetings of the board shall be held upam flays’ written notice by mail or 48 hounsbtice delivered personally or
telephone, telegraph, telex or other similar medrommunication. Any such notice shall be addréssedelivered to each direc
at the directols address as shown upon the records of the coipomt as given to the corporation by the diredtwrpurposes (
notice or, if such address is not shown on sucbrdscor is not readily ascertainable, at the pliaceshich the meetings of tl
directors are regularly held. Such notice may,iaéd not, specify the purpose of the meeting, ®ptace if the meeting is to be h
at the principal executive office of the corporatio

Notice by mail shall be deemed to have been gitéineatime a written notice is deposited in thetddiStates mails, postage preg
Any other written notice shall be deemed to havenbgiven at the time it is personally deliveredhe recipient or is delivered t
common carrier for transmission, or actually traitead by the person giving the notice by electromieans or by facsimi
transmission, to the recipient. Oral notice shalbdeemed to have been given at the time it is camuated, in person or by telephe
or wireless, to the recipient or to a person atdfiiee of the recipient whom the person giving tiwice has reason to believe »
promptly communicate it to the recipient.

SECTION 3.9. QUORUM. A majority of the authorized number of directorsistitutes a quorum of the board for the transaabi
business, except to adjourn as hereinafter proviligdry act or decision done or made by a majafityhe directors present a
meeting duly held at which a quorum is presentldfemregarded as the act of the board, unlessaegraumber be required by
articles of incorporation and subject to the primns of Section 310 of the Code (as to approvalooftracts or transactions in whic
director has a direct or indirect material finahdrgerest) and Section 317(e) of the Code (astteiinnification of directors).
meeting at which a quorum is initially present ntaytinue to transact business notwithstanding titlednawal of directors, if ar
action taken is approved by at least a majoritthefrequired quorum for such meeting.
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SECTION 3.10. PARTICIPATION IN MEETINGS BY CONFEREN CE TELEPHONE. Members of the board may particig
in a meeting through use of a conference telepbomsanilar communications equipment, so long asnaimbers participating in st
meeting can hear one another. Participation in etimg pursuant to this Section 3.10 constitutesqaree in person at such meeting.

SECTION 3.11. WAIVER OF NOTICE. Notice of a meeting need not be given to any dareatho signs a waiver of notice a
consent to holding the meeting or an approval efrtiinutes of the meeting, whether before or afternheeting, or who attends
meeting without protesting, before the meetingtatsacommencement, the lack of notice to suchatiire All such waivers, consel
or approvals shall be filed with the corporate rdscmor made a part of the minutes of the meeting.

SECTION 3.12. ADJOURNMENT. A majority of the directors present, whether or motuorum is present, may adjourn
directors’meeting to another time and place. Notice of theetand place of holding an adjourned meeting ne¢de given, unle:
the meeting is adjourned for more than twefotyr hours, in which case notice of the time aratplshall be given before the timt
the adjourned meeting to the directors who wergnedent at the time of the adjournment.

SECTION 3.13. ACTION WITHOUT MEETING. Any action required or permitted to be taken bylibard may be taken withc
a meeting if all members of the board shall indindllly or collectively consent in writing to suchtian. Such written consent
consents shall be filed with the minutes of thecpealings of the board. Such action by written conskall have the same effect :
unanimous vote of the board.

SECTION 3.14. FEES AND COMPENSATION. Directors and members of committees may receivle sampensation, if any, f
their services, and such reimbursement for experzsesnay be fixed or determined by the board. Bastion 3.14 shall not
construed to preclude any director from servingdbporation in any other capacity as an officgerd, employee or otherwise, i
receiving compensation for those services.

SECTION 3.15. RIGHTS OF INSPECTION. Every director of the corporation shall have thedite right at any reasonable t
to inspect and copy all books, records and docuwsneinévery kind and to inspect the physical prapsrof the corporation and a
of its subsidiary corporations, domestic or forei§nch inspection by a director may be made ingrecs by agent or attorney, ¢
the right of inspection includes the right to cagmd make extracts.
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SECTION 3.16. REMOVAL OF DIRECTOR WITHOUT CAUSE. Any or all of the directors of the corporation nmag remove
without cause if the removal is approved by thestanding shares, subject to the following:

(a) Except if the corporation has a classified boacddinector may be removed (unless the entire bizaremoved) when the vo!
cast against removal, or not consenting in writmghe removal, would be sufficient to elect theedior if voted cumulatively
an election at which the same total number of vatee cast (or, if the action is taken by writtemsent, all shares entitlec
vote were voted) and the entire number of direcaorthorized at the time of the direc®rhost recent election were then b
elected

(b) When by the provisions of the articles the holdsrthe shares of any class or series, voting dass ©r series, are entitlec
elect one or more directors, any director so eteatay be removed only by the applicable vote ofitbkelers of the shares
that class or serie

(c) When the corporation has a classified board, attirenay not be removed if the votes cast agaarsioval of the director,
not consenting in writing to the removal, would fficient to elect the director if voted cumulatiy (without regard t
whether shares may otherwise be voted cumulatialgh election at which the same total numbertés were cast (or, if t
action is taken by written consent, all sharestledtito vote were voted) and either the numberictbrs elected at the m
recent annual meeting of shareholders, or if grettie number of directors for whom removal is pesought, were then bei
elected

SECTION 3.17. REMOVAL OF DIRECTORS BY SHAREHOLDER'S SUIT. The superior court of the proper county ma
the suit of the shareholders holding at least ¥0qre of the number of outstanding shares of aagsclremove from office a
director in case of fraudulent or dishonest actgross abuse of authority or discretion with refeesto the corporation and may
from reelection any director so removed for a pkpoescribed by the court. The corporation shalniaele a party to such action.

ARTICLE IV
OFFICERS

SECTION 4.1. OFFICERS. The officers of the corporation shall be a presidensecretary and a chief financial officer.
corporation may also have, at the discretion ofibard, a chairperson of the board, a vice chameof the board, one or more \
presidents, one or more assistant secretariespongre assistant financial officers and such otiféicers as may be elected
appointed in accordance with the provisions of i8act.3 of this Article IV. One person may hold twpomore offices, except thc
of president and secretary.

SECTION 4.2. APPOINTMENT. The officers of the corporation, except such offices may be appointed in accordance witl
provisions of Section 4.3 or Section 4.5 of thigiée 1V, shall be chosen by, and shall serve atflteasure of, the board, and s
hold their respective offices until their resigoati removal or other disqualification from servioe,until their respective success
shall be appointed, subject to the rights, if arfyan officer under any contract of employment.
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SECTION 4.3. SUBORDINATE OFFICERS. The board may appoint, or may empower the presimeappoint, such other office
as the business of the corporation may requirdéy tabold office for such period, have such autiyaind perform such duties as
provided in these bylaws or as the board may fiiom to time determine.

SECTION 4.4. REMOVAL AND RESIGNATION. Subject to the rights, if any, of an officer undery contract of employme
any officer may be removed, either with or withcatise, by the board at any time, or, except ircése of an officer chosen by
board, by any officer upon whom such power of reatoway be conferred by the board.

Any officer may resign at any time by giving writt@otice to the corporation without prejudice te tights, if any, of the corporati
under any contract to which the officer is a paftgy such resignation shall take effect at the aditthe receipt of such notice ol
any later time specified therein; and, unless etiwr specified therein, the acceptance of suclymasion shall not be necessar
make it effective.

SECTION 4.5. VACANCIES. A vacancy in any office because of death, resignatiemoval, disqualification or any other ce
shall be filled in the manner prescribed in thegaws for regular appointment to such office.

SECTION 4.6. CHAIRPERSON. The chairperson of the board, if there shall behsaie officer, shall, if present, preside al
meetings of the board and exercise and perform sther powers and duties as may be assigned froett time by the board.

SECTION 4.7. VICE CHAIRPERSON. The vice chairperson of the board, if there shalsbch an officer, shall, in the absenc
the chairperson of the board, preside at all mgstof the board and exercise and perform such givers and duties as may
assigned from time to time by the board.

SECTION 4.8. PRESIDENT. Subject to such powers, if any, as may be givethbyboard to the chairperson of the board, if 1
shall be such an officer, the president is the ggrmaanager and chief executive officer of the ooation and has, subject to
control of the board, general supervision, directémd control of the business and affairs of thep@@tion. The president st
preside at all meetings of the shareholders atlkderabsence of both the chairperson of the boatdhenvice chairperson, or if th
be none, at all meetings of the board. The presidas the general powers and duties of managensenatly vested in the office
president and chief executive officer of a corporaand such other powers and duties as may berfiyed by the board.

SECTION 4.9. VICE PRESIDENT. In the absence or disability of the presidentMice presidents in order of their rank as fixer
the board or, if not ranked, the vice presidentgieged by the board, shall perform all the dutiethe president and, when so act
shall have all the powers of, and be subject tthallrestrictions upon, the president. The viceigents shall have such other pov
and perform such other duties as from time to tn@y be prescribed for them respectively by thewsglahe board, the presiden
the chairperson of the board.
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SECTION 4.10. SECRETARY.The secretary shall keep or cause to be keptegbrihcipal executive office or such other plac
the board may order, a book of minutes of all nmgetiof shareholders, the board and its committeih, the time and place
holding, whether regular or special, and, if sped¢iaw authorized, the notice or waivers of notilsereof given, the names of th
present at the board and committee meetings, timeben of shares present or represented at sharesioldeetings, and tl
proceedings thereof.

The secretary shall keep, or cause to be keptpg abthe bylaws of the corporation at the printipaecutive office or busine
office in accordance with Section 213 of the Collee secretary shall keep, or cause to be kepteagprincipal executive office or
the office of the corporatior’transfer agent or registrar, if one is appoingetgcord of its shareholders, or a duplicate ekodrits
shareholders, giving the names and addressessifaiholders and the number and class of shakbyjeach.

The secretary shall give, or cause to be givericaaif all the meetings of the shareholders, oflibard and of any committe
thereof required by these bylaws or by law to lvegj shall keep the seal of the corporation in saftody, and shall have such o
powers and perform such other duties as may bernived by the board.

SECTION 4.11. ASSISTANT SECRETARY.The assistant secretary or the assistant secietarithe order of their seniority, sh
in the absence or disability of the secretarynahie event of such officex’refusal to act, perform the duties and exertisgpbwer
of the secretary and shall have such additionalgpswand discharge such duties as may be assigmadifme to time by the presidt
or by the board.

SECTION 4.12. CHIEF FINANCIAL OFFICER. The chief financial officer shall keep and maintaim cause to be kept ¢
maintained, adequate and correct books and reagrtlse properties and financial and business tiitszs of the corporatio
including accounts of its assets, liabilities, ipt® disbursements, gains, losses, capital, mda@garnings and shares, and shall
or cause to be sent to the shareholders of thetipn such financial statements and reportstihdaw or these bylaws are requi
to be sent to them. The books of account shall &tees be open to inspection by any directorhaf torporation.

The chief financial officer shall deposit all mosiand other valuables in the name and to the coédlte corporation with su
depositories as may be designated by the board.chiied financial officer shall disburse the fundstle corporation as may
ordered by the board, shall render to the presidedtdirectors, whenever they request it, an adoofuall transactions engaged ir
chief financial officer and of the financial coridit of the corporation, and shall have such othtewgys and perform such otl
duties as may be prescribed by the board.

SECTION 4.13. ASSISTANT FINANCIAL OFFICER. The assistant financial officer or the assistamtiiicial officers, in the ord
of their seniority, shall, in the absence or dilgbof the chief financial officer, or in the evieof such officers refusal to act, perfor
the duties and exercise the powers of the chieinfifal officer, and shall have such additional p@asnd discharge such dutie:
may be assigned from time to time by the presideiy the board.
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SECTION 4.14. SALARIES. The salaries of the officers shall be fixed frommei to time by the board and no officer shal
prevented from receiving such salary by reasohefact that such officer is also a director of ¢tbeporation.

SECTION 4.15. OFFICERS HOLDING MORE THAN ONE OFFICE . Any two or more offices, except those of presidamt
secretary, may be held by the same person, bufffic@roshall execute, acknowledge or verify anytinsient in more than o
capacity.

SECTION 4.16. INABILITY TO ACT. In the case of absence or inability to act of afficer of the corporation and of any per:
herein authorized to act in his or her place, tharth may from time to time delegate the powersutied of such officer to any ott
officer, or any director or other person whom itynsalect.

ARTICLE V
INDEMNIFICATION
SECTION 5.1. DEFINITIONS. For use in this Article V, certain terms are defiras follows:

(@) “Agent”: A director, officer, employee or agent of the cogimn or a person who is or was serving at theiestof th
corporation as a director, officer, employee orrage# another foreign or domestic corporation, parship, joint venture, tru
or other enterprise (including service with resgeamployee benefit plans and service on creditmsimittees with respect
any proceeding under the Bankruptcy Code, assighfoeithe benefit of creditors or other liquidatioh assets of a debtor
the corporation), or a person who was a directfiicey, employee or agent of a foreign or domesticporation which was
predecessor corporation of the corporation or oftar enterprise at the request of the predecessporation

(b) “Loss™ All expenses, liabilities, and lossegluding attorneysfees, judgments, fines, ERISA excise taxes and l{ies
amounts paid or to be paid in settlement, any ésterassessments, or other charges imposed thenedrany federal, sta
local, or foreign taxes imposed on any Agent assalt of the actual or deemed receipt of any paysnamder this Article

(c) “Proceeding™Any threatened, pending or completed action, suiproceeding including any and all appeals, whetheit,
criminal, administrative or investigativ

SECTION 5.2. RIGHT TO INDEMNIFICATION. Each person who was or is a party or is threatémdd made a party to ot
involved (as a party, witness or otherwise) in Bngceeding, by reason of the fact that he or sha person of whom he or she is
legal representative, is or was an Agent, is edtitlo indemnification. Agent shall be indemnifieddaheld harmless by t
corporation to the fullest extent authorized by.|8le right to indemnification conferred in thistiéte V shall be a contract right.
is the corporatiors intention that these bylaws provide indemnifimatin excess of that expressly permitted by Se@ibh of th
Code, as authorized by the corporation’s articfaaaorporation.
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SECTION 5.3. AUTHORITY TO ADVANCE EXPENSES. The right to indemnification provided in Sectior2 mf these bylaw
shall include the right to be paid, in advance dPraceeding final disposition, expenses incurred in defendimat Proceedin
provided, however, that if required by the Califiartseneral Corporation Law, as amended, the payofeetpenses in advance
the final disposition of the Proceeding shall bedmanly upon delivery to the corporation of an utaléng by or on behalf of tl
Agent to repay such amount if it shall ultimately deetermined that he or she is not entitled tonbdemnified by the corporation
authorized under this Article V or otherwise. Thget's obligation to reimburse the corporation for acemnshall be unsecured :
no interest shall be charged thereon.

SECTION 5.4. RIGHT OF CLAIMANT TO BRING SUIT. If a claim under Section 5.2 or 5.3 of these bylawvsot paid in ful
by the corporation within thirty (30) days aftemaitten claim has been received by the corporatiba,claimant may at any tir
thereafter bring suit against the corporation to recoter unpaid amount of the claim and, if successfulvhole or in part, tr
claimant shall be entitled to be paid also the agpe (including attorneyes) of prosecuting such claim. It shall be a giedeto an
such action (other than an action brought to eeferclaim for expenses incurred in defending a éading in advance of its fir
disposition) that the claimant has not met theddaals of conduct that make it permissible underGhgfornia General Corporati
Law for the corporation to indemnify the claimant the amount claimed. The burden of proving suaefnse shall be on t
corporation. Neither the failure of the corporati{gmcluding its board of directors, independentalegpunsel, or its shareholders
have made a determination prior to the commencemfestich action that the indemnification of theirant is proper under t
circumstances because he or she has met the dpplstandard of conduct set forth in the CaliforGieneral Corporation Law, r
an actual determination by the corporation (inabgdits board of directors, independent legal coljreits shareholders) that 1
claimant has not met such applicable standard mdect, shall be a defense to the action or creptesumption that claimant has
already met the applicable standard of conduct.

SECTION 5.5. PROVISIONS NONEXCLUSIVE. The rights conferred on any person by this Artélghall not be exclusive
any other rights that such person may have or fieregcquire under any statute, provision of thelas of incorporation, agreeme
vote of shareholders or disinterested directorsptberwise, both as to action in an official capaend as to action in anotl
capacity while holding such office. To the extehatt any provision of the articles of incorporatiagreement, or vote of t
shareholders or disinterested directors is inctersisvith these bylaws, the provision, agreememnvote shall take precedence.

SECTION 5.6. AUTHORITY TO INSURE. The corporation may purchase and maintain insurémgeotect itself and any Age
against any Loss asserted against or incurred &y gerson, whether or not the corporation wouldehténe power to indemnifihe
Agent against such Loss under applicable law optbeisions of this Article V. If the corporatiomms all or a portion of the sha
of the company issuing the insurance policy, themany and/or the policy must meet one of the twe e€conditions set forth
Section 317 of the Code.
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SECTION 5.7. SURVIVAL OF RIGHTS. The rights provided by this Article V shall contaas to a person who has ceased
an Agent and shall inure to the benefit of thedye@xecutors, and administrators of such person.

SECTION 5.8. SETTLEMENT OF CLAIMS. The corporation shall not be liable to indemnifyy akgent under this Article \
(a) for any amounts paid in settlement of any a&ctio claim effected without the corporatieniritten consent, which consent s
not be unreasonably withheld; or (b) for any judli@ward, if the corporation was not given a reabtmand timely opportunity, at
expense, to participate in the defense of sucbracti

SECTION 5.9. EFFECT OF AMENDMENT. Any amendment, repeal or modification of this Ari¥/ shall not adversely affe
any right or protection of any Agent existing a¢ time of such amendment, repeal or modification.

SECTION 5.10. SUBROGATION. Upon payment under this Article V, the corporatiall be subrogated to the extent of ¢
payment to all of the rights of recovery of the Agewho shall execute all papers required and daleverything that may
necessary to secure such rights, including theutigcof such documents necessary to enable thmtion effectively to bring st
to enforce such rights.

SECTION 5.11. NO DUPLICATION OF PAYMENTS. The corporation shall not be liable under this detiV to make ar
payment in connection with any claim made agaimstAgent to the extent the Agent has otherwiseadlgtteceived payment (unc
any insurance policy, agreement, vote or otherwag#he amounts otherwise indemnifiable hereunder.

ARTICLE VI
OTHER PROVISIONS
SECTION 6.1. INSPECTION OF CORPORATE RECORDS.

(&) A shareholder or shareholders of the corporatiddihg at least five percent (5%) in the aggregdt¢he outstanding votir
shares of the corporation or who hold at leastmereent (1%) of the outstanding voting shares a Hiled a Schedule 1
with the United States Securities and Exchange Cissiom relating to the election of directors of tterporation shall have
absolute right to do either or both of the follogil

(i) inspect and copy the record of shareholdessnes and addresses and shareholdings duringhusiaéss hours upon fi
business day prior written demand upon the corporation

(i) obtain from the transfer agent, if any, for thepmation, upon written demand and upon the tenflgs aisual charges f
such a list (the amount of which charges shalltated to the shareholder by the transfer agent ugguest), a list of tt
shareholdershames and addresses who are entitled to vote doeldttion of directors and their shareholdingspfathe
most recent record date for which it has been claupor as of a date specified by the shareholdiesequent to the d:
of demand. The corporation shall have a respoitgilbil cause the transfer agent to comply with Segtion 6.1
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(b) The record of shareholders shall also be opensjaeiction and copying by any shareholder or holflervmting trust certifical
at any time during usual business hours upon writtemand on the corporation, for a purpose reaspmalated to suc
holder’s interest as a shareholder or holder of a votmgt tcertificate. A written demand for such inspattshall b
accompanied by a statement in reasonable detdibgiurpose of the inspectic

(c) The accounting books and records and minutes afepdings of the shareholders and the board and tteemof the boal
shall be open to inspection upon written demandhencorporation by any shareholder or holder ob#ing trust certificate .
any reasonable time during usual business hours, farpose reasonably related to such haddeterest as a shareholder ¢
a holder of such voting trust certificate. The tighinspection created by this Section 6.1(c) Iskelend to the records of e:
subsidiary of the corporation. A written demand $ach inspection shall be accompanied by a stateimeaasonable detail
the purpose of the inspectic

(d) Any inspection and copying under this Section 6dlyfne made in person or by agent or attor

SECTION 6.2. INSPECTION OF BYLAWS. The corporation shall keep at its principal exa@utffice in California the origin
or a copy of these bylaws as amended to date, vdhiath be open to inspection by shareholders atalonable times during off
hours.

SECTION 6.3. EXECUTION OF DOCUMENTS, CONTRACTS. Subject to the provisions of applicable law, anyenmortgage
evidence of indebtedness, contract, share cettfidaitial transaction statement or written stadain conveyance or other instrun
in writing and any assignment or endorsement tHegrecuted or entered into between the corporatiwhany other person, wt
signed by the chairperson of the board, the praesioleany vice president and the secretary, angtass secretary, the chief financ
officer or any assistant financial officer of therporation, or when stamped with a facsimile sigreabf such appropriate officers
the case of share certificates, shall be valid Einding upon the corporation in the absence ofadtnowledge on the part of 1
other person that the signing officers did not hauthority to execute the same. Any such instrumemy be signed by any ot
person or persons and in such manner as from tirtimé shall be determined by the board, and urdessuthorized by the board,
officer, agent or employee shall have any poweauthority to bind the corporation by any contracengagement or to pledge
credit or to render it liable for any purpose orcamt.

SECTION 6.4. CERTIFICATES OF STOCK. Every holder of shares of the corporation shakbttled to have a certificate sigr
in the name of the corporation by the chairpersothe vice chairperson of the board or the pregsidera vice president and by
secretary or an assistant secretary or the chmahéial officer or an assistant financial officegrtifying the number of shares and
class or series of shares owned by the sharehdlther.signatures on the certificates may be facsisiginatures. If any office
transfer agent or registrar who has signed a wat# or whose facsimile signature has been plapet the certificate shall he
ceased to be such officer, transfer agent or megibefore such certificate is issued, it may lseésl by the corporation with the s¢
effect as if such person were an officer, tranafgnt or registrar at the date of issue.
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Except as provided in this Section 6.4, no newifggate for shares shall be issued in lieu of ath oértificate unless the latter
surrendered and canceled at the same time. The ooy, however, in case any certificate for sh&esdleged to have been Ic
stolen or destroyed, authorize the issuance ofaacegtificate in lieu thereof, and the corporatioay require that the corporation
given a bond or other adequate security suffidiemdemnify it against any claim that may be madainst it (including any exper
or liability) on account of the alleged loss, theftdestruction of such certificate or the issuamicguch new certificate.

Prior to the due presentment for registration ahsfer in the stock transfer book of the corporatihe registered owner shall
treated as the person exclusively entitled to vimeeceive notifications and otherwise to exer@#iehe rights and powers of
owner, except as expressly provided otherwise byatvs of the state of California.

SECTION 6.5. REPRESENTATION OF SHARES OF OTHER CORPORATIONS. The president or any other officer or offic
authorized by the board or the president are eatfioezed to vote, represent and exercise on betialfie corporation all righ
incident to any and all shares or other securifesny other corporation or corporations standimghie name of the corporation. ~
authority herein granted may be exercised eitheariyysuch officer in person or by any other pemsathorized to do so by proxy
power of attorney duly executed by said officer.

SECTION 6.6. SEAL. The corporate seal of the corporation shall cordisivo concentric circles, between which shallfee nam
of the corporation, and in the center shall beribsd the word “Incorporated” and the date of itsdrporation.

SECTION 6.7. FISCAL YEAR. The fiscal year of the corporation shall begin loa first day of January and end on the 31st d
December of each year.

SECTION 6.8. CONSTRUCTION AND DEFINITIONS. Unless the context otherwise requires, the germ@malisions, rules ¢
construction and definitions contained in the Cadd the California General Corporation Law shallgyo the construction of the
bylaws. Without limiting the generality of this pision, the singular number includes the plurag giural number includes t
singular, and the term “person” includes both goaation and a natural person.

SECTION 6.9. BYLAW PROVISIONS CONTRARY TO OR INCONS ISTENT WITH PROVISIONS OF LAW. Any article
section, subsection, subdivision, sentence, claugshrase of these bylaws which, upon being coedtin the manner provided
this Section 6.9, shall be contrary to or incomsistith any applicable provision of the Code drestapplicable laws of the state
California or of the United States shall not apgdylong as said provisions of law shall remainffaa, but such result shall not aff
the validity or applicability of any other portion$ these bylaws, it being hereby declared thatehs/laws would have been adoj
and each article, section, subsection, subdivissentence, clause or phrase thereof, irrespecfitkeofact that any one or m¢
articles, sections, subsections, subdivisions gseefs, clauses or phrases is or are illegal.
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ARTICLE VII
AMENDMENTS

SECTION 7.1. AMENDMENT BY SHAREHOLDERS. New bylaws may be adopted or these bylaws may tended or repeal
by the vote or written consent of holders of a nmigjaf the outstanding shares entitled to votevied, however, that if the artic
of incorporation of the corporation set forth thember of authorized directors of the corporatitwe, authorized number of direct
may be changed only by an amendment of the artafl@scorporation and provided also that a byladuang the fixed number
the minimum number of directors to a number less tlive cannot be adopted if the votes cast agauhgption at a meeting, or
shares not consenting in the case of action byemritonsent, are equal to more than 16 2/3 peofeaht outstanding shares entit
to vote.

SECTION 7.2. AMENDMENT BY DIRECTORS. Subject to the rights of the shareholders as pealioh Section 7.1 of tr
Article VII, bylaws, other than a bylaw specifyirng changing a fixed number of directors or the mmaxih or minimum number
changing from a fixed to a variable board or vieesa, may be adopted, amended or repealed by #nd.bo
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CERTIFICATE OF SECRETARY
I, the undersigned, do hereby certify:
1. That | am the duly elected and acting secretailafnas, a California corporation; a

2. That the foregoing Bylaws, comprising 23 pagesstitute the Amended Bylaws of Plumas Bancorp, @adgpted by action
the board of directors of Plumas Bancorp duly tatemMarch 16, 2011

/sl Terrance J. Reeso
Terrance J. Reeson, Secret:
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EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegjion Statement Nos. 333-96957, 333-98319 &3d193229 on
Form S-8 of Plumas Bancorp of our report, dateddd&3, 2011, relating to our audit of the consdéddinancial statements which
appear in this Annual Report on Form 10-K of PlulBaacorp for the year ended December 31, 2010.

/s/ PERR}»-SMITH LLP

Sacramento, California
March 23, 2011



Exhibit 31.1

CERTIFICATION UNDER SECTION 302 OF
THE SARBANES OXLEY ACT OF 2002

I, Richard L. Belstock, certify that:

1.
2.

| have reviewed this report on Form-K of Plumas Bancorf“registran”);

Based on my knowledge, this report does not cordain untrue statement of a material fact or omististe a material fe
necessary to make the statements made, in ligtiteo€ircumstances under which such statements meade, not misleadit
with respect to the period covered by this reg

Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in a
material respects the financial condition, reswitsoperations and cash flows of the registrant fisand for, the perioc
presented in this repol

The registrant’ other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedure
(as defined in Exchange Act Rules 13(a)-15(e) abd-1b(e)) and internal control over financial repaogtifas defined i
Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduresauwsed such disclosure controls and procedurbs tiesigned und
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries,
made known to us by others within those entitiestigularly during the period in which this rep@teing preparec

b) Designed such internal control over financial réipgr or caused such internal control over finaheggporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finanaiborting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registsalisclosure controls and procedures and presentetiis report oL
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thiegeovered by th
report based on such evaluation;

d) Disclosed in this report any change in thgistrants internal control over financial reporting thatcoored during th
registrant’s most recent fiscal quarter (the regrgts fourth fiscal quarter in the case of an annugbm® that ha
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reporting; &

The registrant’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal cdnivel
financial reporting, to the registrant’'s auditonsdathe audit committee of the registrantioard of directors (or perst
performing the equivalent function:

a) All significant deficiencies and material weaknesgethe design or operation of internal controtiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refiancia
information; anc

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significgatin the
registran’'s internal control over financial reportir

Date: March 23, 2011

/s/ Richard L. Belstock

Richard L. Belstock,
Interim Chief Financial Office

A signed original of this written statement reqditey Section 302 of the Sarbar@sley Act of 2002 has been provided to Plu

Bancorp and will be retained by Plumas Bancorpfamished to the SEC or its staff upon request.



Exhibit 31.2

CERTIFICATION UNDER SECTION 302 OF
THE SARBANES OXLEY ACT OF 2002

I, Andrew J. Ryback, certify that:

1.
2.

| have reviewed this report on Form-K of Plumas Bancorf“registran”);

Based on my knowledge, this report does not cordain untrue statement of a material fact or omististe a material fe
necessary to make the statements made, in ligtiteo€ircumstances under which such statements meade, not misleadit
with respect to the period covered by this reg

Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in a
material respects the financial condition, reswitsoperations and cash flows of the registrant fisand for, the perioc
presented in this repol

The registrant’ other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedure
(as defined in Exchange Act Rules 13(a)-15(e) abd-1b(e)) and internal control over financial repaogtifas defined i
Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduresauwsed such disclosure controls and procedurbs tiesigned und
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries,
made known to us by others within those entitiestigularly during the period in which this rep@teing preparec

b) Designed such internal control over financial réipgr or caused such internal control over finaheggporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finanaiborting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registsalisclosure controls and procedures and presentetiis report oL
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thiegeovered by th
report based on such evaluation;

d) Disclosed in this report any change in thgistrants internal control over financial reporting thatcoored during th
registrant’s most recent fiscal quarter (the regrgts fourth fiscal quarter in the case of an annugbm® that ha
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reporting; &

The registrant’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal cdnivel
financial reporting, to the registrant’'s auditonsdathe audit committee of the registrantioard of directors (or perst
performing the equivalent function:

a) All significant deficiencies and material weaknesgethe design or operation of internal controtiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refiancia
information; anc

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significgatin the
registran’'s internal control over financial reportir

Date: March 23, 2011

/s! Andrew J. Ryback

Andrew J. Ryback

Interim President and Chief Executive Offit

A signed original of this written statement reqditey Section 302 of the Sarbar@sley Act of 2002 has been provided to Plu

Bancorp and will be retained by Plumas Bancorpfamished to the SEC or its staff upon request.



Exhibit 32.1

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Annual ReparForm 10K of the Company for the twelve months ended Deaamilty, 201C
I, Richard L. Belstock, Interim Chief Financial @#r of the Company, hereby certify pursuant tdJ18.C. Section 1350, as adop
pursuant to Section 906 of the Sarbanes-Oxley A2002 that:

1) such Annual Report on Form 10-K of the Comypfor the twelve months ended December 31, 204, éomplies with
the requirements of section 13(a) or 15(d) of theusities Exchange Act of 1934; a

2) the information contained in such Annual &¢pn Form 10-K of the Company for the twelve nienénded
December 31, 2010, fairly presents, in all matagapects, the financial condition and resultsp#rations of Plumas
Bancorp.

Date: March 23, 2011 /s/ Richard L. Belstock
Richard L. Belstock,
Interim Chief Financial Officel




Exhibit 32.2

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Annual ReparForm 10K of the Company for the twelve months ended Deaamilty, 201C
I, Andrew J. Ryback, Interim Chief Executive Offiaef the Company, hereby certify pursuant to 18.0.Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2062 that:

1) such Annual Report on Form 10-K of the Comypfor the twelve months ended December 31, 204, éomplies with
the requirements of section 13(a) or 15(d) of theusities Exchange Act of 1934; a

2) the information contained in such Annual &¢pn Form 10-K of the Company for the twelve nienénded
December 31, 2010, fairly presents, in all matagapects, the financial condition and resultsp#rations of Plumas
Bancorp.

Date: March 23, 2011 /s/ Andrew J. Ryback
Andrew J. Ryback, Interir
President and Chief Executive Offic




Exhibit 99.1

PLUMAS BANCORP UST #359
Certification of the Chief Executive Officer
Pursuant to Section 111(b) of EESA

Fiscal Year Ended December 31, 2010

I, Andrew J. Ryback, Interim President and Chieg&xtive Officer of Plumas Bancorp, certify, basedwy knowledge, that:

(i) The Corporate Governance Committee of PlumascBgp has discussed, reviewed, and evaluated esitiosrisk officers at least
every six months during any part of the most rdgesaimpleted fiscal year that was a TARP periodjaeexecutive officer (“SEQ”)
compensation plans and employee compensation alahthe risks these plans pose to Plumas Bancorp.

(i) The Corporate Governance Committee of Plumasd®rp has identified and limited during any pdithe most recently
completed fiscal year that was a TARP period aayuies of the SEO compensation plans that coutt $&0s to take unnecessary
and excessive risks that could threaten the valdumas Bancorp and has identified any featureahe@Employee compensation
plans that pose risks to Plumas Bancorp and hédtgtirthose features to ensure that Plumas Bansarptiunnecessarily exposed to
risks;

(iii) The Corporate Governance Committee has regtbvat least every six months during any part efttost recently completed
fiscal year that was a TARP period, the terms eheamployee compensation plan and identified aagufes of the plan that could
encourage the manipulation of reported earninddwhas Bancorp to enhance the compensation of ptogee, and has limited a
such features;

(iv) The Corporate Governance Committee of Plumasddrp will certify to the reviews of the SEO compation plans and
employee compensation plans required under (iXi@hdbove;

(v) The Corporate Governance Committee of Plumaw&ag will provide a narrative description of havimited during any part of
the most recently completed fiscal year that waaRP period the features in:

(A) SEO compensation plans that could lead SEQaki® unnecessary and excessive risks that coddttin the value of
Plumas Bancorp;

(B) Employee compensation plans that unnecessapipse Plumas Bancorp to risks; and

(C) Employee compensation plans that could enceutiagymanipulation of reported earnings of Plumassddrp to enhance tl
compensation of an employee;




(vi) Plumas Bancorp has required that bonus paysrternBEOs or any of the next twenty most highly pensated employees, as
defined in the regulations and guidance establisimelér section 111 of EESA (bonus payments), bgsuto a recovery or
“clawback” provision during any part of the mosteatly completed fiscal year that was a TARP peifitkde bonus payments were
based on materially inaccurate financial statemengny other materially inaccurate performancerimetiteria;

(vii) Plumas Bancorp has prohibited any golden glamgée payment, as defined in the regulations aimbgae established under
section 111 of EESA, to a SEO or any of the nas fnost highly compensated employees during anyobéine most recently
completed fiscal year that was a TARP period,;

(viil) Plumas Bancorp has limited bonus paymentitst@pplicable employees in accordance with sectibl of EESA and the
regulations and guidance established thereundéarglany part of the most recently completed fisear that was a TARP period;

(ix) Plumas Bancorp and its employees have commligiithe excessive or luxury expenditures polaydefined in the regulations
and guidance established under section 111 of EEG8#ng any part of the most recently completeddiyear that was a TARP
period; and any expenses that, pursuant to theypotquired approval of the board of directorspmmittee of the board of
directors, an SEO, or an executive officer withrailgr level of responsibility were properly appexl;

(x) Plumas Bancorp will permit a non-binding shaneler resolution in compliance with any applicatdderal securities rules and
regulations on the disclosures provided underéderial securities laws related to SEO compensgatdahor accrued during any part
of the most recently completed fiscal year that wd#ARP period;

(xi) Plumas Bancorp will disclose the amount, natand justification for the offering, during angrpof the most recently complet
fiscal year that was a TARP period, of any perdgessias defined in the regulations and guidan@bkshed under section 111 of
EESA, whose total value exceeds $25,000 for anyl@map who is subject to the bonus payment limitetimentified in paragraph

(viii);

(xii) Plumas Bancorp will disclose whether PlumasBorp, the board of directors of Plumas Bancarph® Corporate Governance
Committee of Plumas Bancorp has engaged duringpartyof the most recently completed fiscal yeat teas a TARP period a
compensation consultant; and the services the casagpien consultant or any affiliate of the compéinsaconsultant provided duril
this period;

(xiii) Plumas Bancorp has prohibited the paymeramf gross-ups, as defined in the regulations aidhgce established under
section 111 of EESA, to the SEOs and the next tyveruist highly compensated employees during anygfdtte most recently
completed fiscal year that was a TARP period;




(xiv) Plumas Bancorp has substantially compliedhwaill other requirements related to employee corsgtion that are provided in
the agreement between Plumas Bancorp and Treasciygding any amendments;

(xv) Plumas Bancorp has submitted to Treasury goteten and accurate list of the SEOs and the tweety most highly
compensated employees for the current fiscal yeigt,the non-SEOs ranked in descending order afllefannual compensation,
and with the name, title, and employer of each SB@most highly compensated employee identified; an

(xvi) I understand that a knowing and willful falsefraudulent statement made in connection wiih ¢krtification may be punished
by fine, imprisonment, or both. (See, for exampkkUSC 1001.)

/s! Andrew J. Ryback

Andrew J. Ryback
Interim President and Chief Executive Officer
Plumas Bancor

Date: March 23, 2011



Exhibit 99.2

PLUMAS BANCORP UST #359
Certification of the Chief Financial Officer
Pursuant to Section 111(b) of EESA

Fiscal Year Ended December 31, 2010

I, Richard L. Belstock, Interim Chief Financial @#r of Plumas Bancorp, certify, based on my knogée that:

(i) The Corporate Governance Committee of PlumascBp has discussed, reviewed, and evaluated esitiosrisk officers at least
every six months during any part of the most rdgesampleted fiscal year that was a TARP periogjaeexecutive officer (“SEQ”)
compensation plans and employee compensation alahthe risks these plans pose to Plumas Bancorp.

(i) The Corporate Governance Committee of Plumasd®rp has identified and limited during any pduthe most recently
completed fiscal year that was a TARP period aayuies of the SEO compensation plans that coutt $&0s to take unnecessary
and excessive risks that could threaten the val®dumas Bancorp and has identified any featureahe@Employee compensation
plans that pose risks to Plumas Bancorp and hédtgtirthose features to ensure that Plumas Bansarptiunnecessarily exposed to
risks;

(iii) The Corporate Governance Committee has regtkvat least every six months during any part efttost recently completed
fiscal year that was a TARP period, the terms eheamployee compensation plan and identified aagufes of the plan that could
encourage the manipulation of reported earninddwhas Bancorp to enhance the compensation of ptogee, and has limited a
such features;

(iv) The Corporate Governance Committee of Plumasddrp will certify to the reviews of the SEO compation plans and
employee compensation plans required under (iXi@hdbove;

(v) The Corporate Governance Committee of Plumaw&ag will provide a narrative description of havimited during any part of
the most recently completed fiscal year that waaRP period the features in:

(A) SEO compensation plans that could lead SEQaki® unnecessary and excessive risks that coddttin the value of
Plumas Bancorp;

(B) Employee compensation plans that unnecessapipse Plumas Bancorp to risks; and

(C) Employee compensation plans that could enceutiagymanipulation of reported earnings of Plumassddrp to enhance tl
compensation of an employee;




(vi) Plumas Bancorp has required that bonus paysrternBEOs or any of the next twenty most highly pensated employees, as
defined in the regulations and guidance establisimelér section 111 of EESA (bonus payments), bgsuto a recovery or
“clawback” provision during any part of the mosteatly completed fiscal year that was a TARP peifitkde bonus payments were
based on materially inaccurate financial statemengny other materially inaccurate performancerimetiteria;

(vii) Plumas Bancorp has prohibited any golden glamgée payment, as defined in the regulations aimbgae established under
section 111 of EESA, to a SEO or any of the nas fnost highly compensated employees during anyobéine most recently
completed fiscal year that was a TARP period,;

(viil) Plumas Bancorp has limited bonus paymentitst@pplicable employees in accordance with sectibl of EESA and the
regulations and guidance established thereundéarglany part of the most recently completed fisear that was a TARP period;

(ix) Plumas Bancorp and its employees have commligiithe excessive or luxury expenditures polaydefined in the regulations
and guidance established under section 111 of EEG8#ng any part of the most recently completeddiyear that was a TARP
period; and any expenses that, pursuant to theypotquired approval of the board of directorspmmittee of the board of
directors, an SEO, or an executive officer withrailgr level of responsibility were properly appexl;

(x) Plumas Bancorp will permit a non-binding shaneler resolution in compliance with any applicatdderal securities rules and
regulations on the disclosures provided underéderial securities laws related to SEO compensgatdahor accrued during any part
of the most recently completed fiscal year that wd#ARP period;

(xi) Plumas Bancorp will disclose the amount, natand justification for the offering, during angrpof the most recently complet
fiscal year that was a TARP period, of any perdgessias defined in the regulations and guidan@bkshed under section 111 of
EESA, whose total value exceeds $25,000 for anyl@map who is subject to the bonus payment limitetimentified in paragraph

(viii);

(xii) Plumas Bancorp will disclose whether PlumasBorp, the board of directors of Plumas Bancarph® Corporate Governance
Committee of Plumas Bancorp has engaged duringpartyof the most recently completed fiscal yeat teas a TARP period a
compensation consultant; and the services the casagpien consultant or any affiliate of the compéinsaconsultant provided duril
this period;

(xiii) Plumas Bancorp has prohibited the paymeramf gross-ups, as defined in the regulations aidhgce established under
section 111 of EESA, to the SEOs and the next tyveruist highly compensated employees during anygfdtte most recently
completed fiscal year that was a TARP period;




(xiv) Plumas Bancorp has substantially compliedhwaill other requirements related to employee corsgtion that are provided in
the agreement between Plumas Bancorp and Treasciygding any amendments;

(xv) Plumas Bancorp has submitted to Treasury goteten and accurate list of the SEOs and the tweety most highly
compensated employees for the current fiscal yeigt,the non-SEOs ranked in descending order afllefannual compensation,
and with the name, title, and employer of each SB@most highly compensated employee identified; an

(xvi) I understand that a knowing and willful falsefraudulent statement made in connection wiih ¢krtification may be punished
by fine, imprisonment, or both. (See, for exampkkUSC 1001.)

/s/ Richard L. Belstock

Richard L. Belstock
Interim Chief Financial Officer
Plumas Bancor

Date: March 23, 2011



