To Our Stockholders,
Management and the Board of Directors of High Country Bancorp, Inc. are pleased to
present this 2020 Annual Report to you. We are appreciative of your support and encourage
you to attend our Annual Meeting of Stockholders.
Fiscal 2020 exhibited unprecedented positive results during a time of extraordinary
uncertainty. On one hand, the Company had another exceptional year for growth in assets,
net interest income and core earnings. These results, however, were contrasted by the
economic uncertainty caused by the evolving economic impact of COVID-19 to our
customers, communities, nation and world. We have taken a proactive approach both to
supporting our customers and communities as well as analyzing the potential adverse
economic impact of COVID-19 to our financial condition. We are fortunate for the strong
capital position of the Company and the Bank resulting from the Company’s current year
capital raise as well as results of operations of the Bank.
For the fiscal year ending June 30, 2020, net income was $4.3 million compared to $4.0
million in the previous fiscal year. Basic earnings per share was $4.91 in fiscal 2020
compared to $4.82 in fiscal 2019. The Company’s core earnings and the strength of our
capital position enabled us to pay dividends on our common stock of $1.50 per share in
fiscal 2020.
Consistent with our strategic plan of targeted growth with a focus on asset quality, the
Company’s total assets increased 20% to $331.8 million at June 30, 2020 from $275.4
million a year earlier. The Company achieved this growth organically through core deposit
and loan growth.
As always, we remain committed to support our communities, promote the career growth
and development of our employees and reward our stakeholders. While the current
operating environment has turned uncertain, we remain committed to continue the prudent
growth of the Company, while preserving our asset quality and capital strength so we may
continue to support the communities we serve. We acknowledge our fortunate position and
will continue to dedicate ourselves to the continued prosperity of the Company.
Sincerely,

Larry D. Smith
President and Chief Executive Officer
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Independent Auditor’s Report

Audit Committee and Board of Directors
High Country Bancorp, Inc.
Salida, Colorado
We have audited the accompanying financial statements of High Country Bancorp, Inc. (the Company)
and its subsidiaries, which comprise the consolidated statements of financial condition as of June 30,
2020 and 2019, and the related consolidated statements of income and comprehensive income,
stockholders’ equity and cash flows for the years then ended, and the related notes to the financial
statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Audit Committee and Board of Directors
High Country Bancorp, Inc.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of High Country Bancorp, Inc. as of June 30, 2020 and 2019, and the results of its
operations and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Denver, Colorado
September 4, 2020

HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 2020 AND 2019
(ROUNDED TO THOUSANDS)

2020

2019

ASSETS
Cash and equivalents, non-interest bearing
Cash and equivalents, interest earning
Cash and Equivalents
Interest-bearing time deposits
Available-for-sale securities
Marketable equity securities, carried at fair value
Held-to-maturity securities
Loans held for sale
Loans receivable, net of allowance for loan losses of $2,736,000
and $1,547,000 as of June 30, 2020 and 2019, respectively
Nonmarketable equity securities, carried at cost
Accrued interest receivable
Foreclosed assets, net
Property and equipment, net
Deferred income taxes
Bank owned life insurance
Prepaid expenses and other assets

$

4,018,000
17,654,000

$

5,201,000
3,008,000

T OT AL ASSET S

$

331,751,000

$

275,362,000

$

90,935,000
159,927,000
30,411,000

$

67,311,000
145,173,000
31,724,000

21,672,000
1,493,000
29,573,000
529,000
2,709,000

8,209,000
2,137,000
31,562,000
2,122,000
545,000
3,650,000

259,625,000
1,002,000
1,571,000
7,204,000
432,000
5,644,000
297,000

213,217,000
520,000
1,035,000
82,000
5,675,000
890,000
5,518,000
200,000

LIABILITIES AND EQUITY
LIABILITIES
Non-interest-bearing demand deposits
Savings, interest-bearing demand and money market
T ime deposits
T otal deposits
Escrow accounts
Federal Home Loan Bank Advances
Accrued interest payable
Accrued income taxes and other liabilities
T OT AL LIABILIT IES

281,273,000
131,000
10,500,000
1,000
4,979,000

244,208,000
113,000
60,000
2,000
4,215,000

296,884,000

248,598,000

STOCKHOLDERS' EQUITY
Preferred stock- $.01 par value; authorized 1,000,000
shares; no shares issued or outstanding
Common stock - $.01 par value; 3,000,000 shares authorized;
1,039,824 and 922,034 shares, respectively, issued and outstanding
Paid-in capital
Company common stock held in subsidiary trust
Accumulated other comprehensive income
Unearned ESOP compensation
Retained earnings

10,000
11,153,000
(1,246,000)
552,000
(106,000)
24,504,000

9,000
6,610,000
(1,118,000)
67,000
(319,000)
21,515,000

T OT AL ST OCKHOLDERS' EQUIT Y

34,867,000

26,764,000

—

$

T OT AL LIABILIT IES AND ST OCKHOLDERS' EQUIT Y

See notes to consolidated financial statements.
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331,751,000

—

$

275,362,000

HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
FOR THE YEARS ENDED JUNE 30, 2020 AND 2019
(ROUNDED TO THOUSANDS)

2020
Interest income
Interest and fees on loans
Investment securites
Interest-earning time deposits
Interest on other interest earning assets

$

Total interest income
Interest expense
Deposits
FHLBank term advances
Other borrowings

15,145,000
607,000
42,000
46,000
15,840,000

2019

$

13,179,000
763,000
51,000
139,000
14,132,000

393,000
102,000
26,000
521,000

432,000
3,000
20,000
455,000

Provision for losses on loans

15,319,000
1,200,000

13,677,000
100,000

Net interest income after provision for losses on loans

14,119,000

13,577,000

176,000
1,854,000
707,000
657,000
3,394,000

245,000
706,000
642,000
588,000
2,181,000

7,863,000
1,917,000
390,000
49,000
1,483,000
11,702,000

6,961,000
1,711,000
499,000
136,000
1,190,000
10,497,000

Income tax expense

5,811,000
1,479,000

5,261,000
1,219,000

Net income

4,332,000

4,042,000

485,000

684,000

Total interest expense
Net interest income

Non-interest income
Service charges on deposits
Income on loans sold
Debit card surcharge income
Other noninterest income
Total non-interest income
Non-interest expense
Compensation and benefits
Occupancy, equipment and data processing expense
Insurance and professional fees
Net cost on noninterest-bearing assets
Other
Total non-interest expense
Net income before income taxes

Other comprehensive income
Unrealized gains on securities available for sale,
net of deferred income taxes
Reclassification of unrealized net gains to net income,
net of deferred income taxes
Total comprehensive income
Basic earnings per common share
Diluted earnings per common share
Weighted average common shares outstanding
Basic
Fully diluted

$
$
$

4,817,000
4.91
4.51
882,018
961,487

See notes to consolidated financial statements.
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$
$
$

4,726,000
4.82
4.40
838,944
918,174

—
—
10,000
$

—

—

$

—

—

—
—
1,039,824

(12,000)

—

14,200
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—
—
11,153,000

—

—

321,000

6,610,000
—
4,234,000

—
—

—

—
—

—
—

—

—

—

—

—

—
—

223,000

6,387,000
—

9,000
—
1,000

—

—

$

PAID-IN
CAPITAL

922,034
—
103,590

—
—

—
—

9,000
—
—

$

—

922,034
—

See notes to consolidated financial statements.

BALANCES JUNE 30, 2019
Net income
Common stock issued in private placement offering
Compensation for vesting
of stock awards
Common stock issued as compensation,
net of (forfeitures)
Common stock purchased and held in
subsidiary trust
Allocation of common stock
in ESOP to employees
Unrealized gains on available
for sale securities, net of
deferred income taxes
Dividends declared and paid ($1.50 per share)
BALANCES JUNE 30, 2020

BALANCES JULY 1, 2018 (restated)
Net income
Compensation for vesting
of stock awards
Common stock purchased and held in
subsidiary trust
Issuance of note receivable to ESOP
Allocation of common stock
in ESOP to employees
Unrealized gains on available
for sale securities, net of
deferred income taxes
Reclassification of unrealized loss on equity
investments, net of deferred income taxes,
upon implementation of ASU 2016-01
Dividends declared and paid ($2.00 per share)

COMMON STOCK
SHARES
AMOUNT

$

$

—
—
(1,246,000)

—

(128,000)

—

—

(1,118,000)
—
—

—
—

—

—

(47,000)
—

—

(1,071,000)
—

$

$

485,000
—
552,000

—
—
—

—

—

67,000
—
—

57,000
—

684,000

—

—
—

—

(674,000)
—

COMPANY
COMMON STOCK
OTHER
HELD IN
COMPREHENSIVE
SUBSIDIARY TRUST
INCOME

(ROUNDED TO THOUSANDS)

$

$

—
—
(106,000)

213,000

—

—

—

(319,000)
—
—

—
—

—

156,000

—
(425,000)

—

(50,000)
—

UNEARNED
ESOP
COMPENSATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
FOR THE YEARS ENDED JUNE 30, 2020 AND 2019

HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES

$

$

—
(1,343,000)
24,504,000

—

—

—

—

21,515,000
4,332,000
—

(57,000)
(1,844,000)

—

—

—
—

—

19,374,000
4,042,000

RETAINED
EARNINGS

$

$

485,000
(1,343,000)
34,867,000

213,000

(128,000)

(12,000)

321,000

26,764,000
4,332,000
4,235,000

—
(1,844,000)

684,000

156,000

(47,000)
(425,000)

223,000

23,975,000
4,042,000

TOTAL

HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2020 AND 2019
(ROUNDED TO THOUSANDS)

2019

2020
Operating Activites
Net income
Items not requiring (providing) cash
Depreciation
Provision for loan loss
Provision for loss on foreclosed assets
Amortization of net deferred loan origination fees
Amortization of premiums, net of discounts on investment securities
Restricted stock earned, net of forfeitures
Deferred income taxes
Net holding gain on equity securites with readily determinable fair value
Net loss on sale of foreclosed assets
Change in bank owned life insurance
Stock dividends received
ESOP loan issuance
Payments received on ESOP loan
Changes in:
Loans held for sale
Interest receivable
Prepaid expenses and other assets

$

4,332,000

$

4,042,000

524,000
1,200,000
49,000
(484,000)
362,000
309,000
305,000
(9,000)
(126,000)
(19,000)
213,000
941,000
(536,000)
(97,000)
34,000
6,998,000

398,000
100,000
98,000
(393,000)
424,000
223,000
78,000
(22,000)
41,000
(122,000)
(6,000)
(425,000)
156,000
(2,504,000)
(103,000)
33,000
370,000
2,388,000

644,000
(2,442,000)
(7,000)
2,138,000
4,707,000
16,000
(47,118,000)
(466,000)
3,000
27,000
(1,306,000)
(43,804,000)

(498,000)
1,245,000
(3,772,000)
(55,000)
4,358,000
267,000
(11,271,000)
(177,000)
122,000
177,000
(879,000)
(271,000)
(10,754,000)

Net cash used in investing activities
Financing Activities
Net change in deposits
Proceeds from private placement common stock offering
Cash dividends paid
Proceeds from FHLBank advances
Payments on FHLBank advances
Purchases of common stock held in subsidiary trust
Net cash provided by financing activities

37,065,000
4,235,000
(1,343,000)
15,500,000
(5,060,000)
(128,000)
50,269,000

7,698,000
(1,844,000)
(20,000)
(47,000)
5,787,000

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

13,463,000
8,209,000
21,672,000

(2,579,000)
10,788,000
8,209,000

Accrued interest payable and other liabilities
Net cash provided by operating activities
Investing Activities
Purchases of interest-bearing time deposits
Proceeds from maturities of interest-bearing time deposits
Purchases of available-for-sale securities
Purchases of equity securites with readily determinable fair value
Proceeds from sale of equity securites with readily determinable fair value
Proceeds for calls, maturities, & principal repayments of AFS securities
Proceeds from calls, maturities, & principal repayments of HTM securities
Net change in loans held for investment
Purchase of non-marketable equity securities
Proceeds from sale or redemption of non-marketable equity securities
Net proceeds from sale of foreclosed assets
Purchase of property and equipment
Purchase of bank owned life insurance

$

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for:
Taxes, net of refunds

$

Interest
Non-cash transactions:
Loans closed to foreclosed assets
Sale and refinancing of foreclosed assets
Adoption of ASU 2016-01 – reclassification of accumulated other
comprehensive income to retained earnings

Right-of-use assets received in exchange for lease liability

1,160,000
522,000
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$

1,360,000
454,000

—
6,000

55,000
47,000

—

57,000

747,000

See notes to consolidated financial statements.

$

—

HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020 and 2019
1.

OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of Business — High Country Bancorp, Inc. is a bank holding company which has two
wholly-owned subsidiaries, High Country Bank (the Bank) and B.Ass. Co., Inc. (B.Ass). The Bank
is a Colorado state chartered commercial bank with Federal Reserve Bank membership; its main
office is in Salida, Colorado and has branch offices in Salida, Buena Vista, and Canon City,
Colorado. The Bank provides a variety of financial services to the area it serves. Its primary deposit
products are noninterest-bearing and interest-bearing checking accounts, savings accounts and time
deposit accounts, and its primary lending products are real estate mortgage, construction, consumer
and commercial loans. B.Ass makes limited investments in notes receivable and real estate acquired
at fair value from the Bank.
Deposit accounts of the Bank are insured by the Federal Deposit Insurance Corporation (FDIC) up
to certain limitations. The Bank pays a premium to the FDIC for the insurance of such deposit
accounts.
Principles of Consolidation — The consolidated financial statements include the accounts of High
Country Bancorp, Inc., High Country Bank, and B.Ass. Co., Inc. (collectively, the Company). All
significant intercompany accounts and transactions have been eliminated in consolidation.
Use of Estimates — The preparation of the Company's financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.
The determination of the adequacy of the allowance for loan losses and the valuation of foreclosed
real estate is based on estimates that are particularly susceptible to significant changes in the
economic environment and market conditions. In connection with the determination of the
estimated losses on loans and foreclosed real estate, management obtains independent appraisals
for significant properties.
The Company's loans are generally secured by specific items of collateral including real property,
consumer assets, and business assets. Although the Company has a diversified loan portfolio, a
substantial portion of its customers' ability to honor their contracts is dependent on local economic
conditions.
While management uses available information to recognize losses on loans, further reductions in
the carrying amounts of loans may be necessary based on changes in local economic conditions. In
addition, regulatory agencies, as an integral part of their examination process, periodically review
the estimated losses on loans. Such agencies may require the Company to recognize additional
losses based on their judgments about information available to them at the time of their
examination. Because of these factors, it is reasonably possible that the estimated losses on loans
may change materially in the near term. However, the amount of the change that is reasonably
possible cannot be estimated.
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HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020 and 2019
Cash and Equivalents — Cash on hand, cash items in process of collection and amounts due from
the Federal Reserve Bank and FHLBank of Topeka are included in cash and equivalents.
As of June 30, 2020 and 2019, the Company held balances in interest-bearing deposits at the Federal
Reserve Bank of Kansas City of approximately $14.6 million and $1.0 million, respectively. In
addition, as of June 30, 2020, the Company held balances in interest-bearing and noninterestbearing deposits accounts at other correspondent banking institutions that exceeded federally
insured limits by approximately $2.0 million.
The Company is required to maintain average balances on hand or with the Federal Reserve Bank.
At June 30, 2020, there was no required reserve balance, compared to a required reserve balance
of $1.2 million as of June 30, 2019.
Interest-Bearing Time Deposits – Interest-bearing time deposits in banks mature within one year
and are carried at cost.
Investment Securities — The Company accounts for its investments in accordance with their
classification as available-for-sale, held-to-maturity or trading securities. Debt securities are
classified as held-to-maturity when the Company has the positive intent and ability to hold the
securities to maturity. Securities held-to-maturity are carried at amortized cost. The amortization
of premiums and accretion of discounts are recognized in interest income using methods
approximating the interest method over the period to maturity. Trading securities are carried at fair
value with unrealized gains and losses reported in operations. The Company had no trading
securities during the years ended June 30, 2020 and 2019.
Debt securities not classified as held-to-maturity or trading are classified as available-for-sale.
Securities available-for-sale are carried at fair value with unrealized gains and losses reported in
other comprehensive income. Realized gains (losses) on securities available-for-sale are included
in non-interest income (expense) and, when applicable, are reported as a reclassification
adjustment, net of tax, in other comprehensive income. Gains and losses on sales of securities are
determined on the specific-identification method.
As of July 1, 2019, the Company measures marketable equity securities in unconsolidated entities
at fair value with changes recognized in net income. Prior to July 1, 2019, the changes in fair value
associated with marketable equity securities were recognized in accumulated other comprehensive
income.
Declines in the fair value of individual held-to-maturity and available-for-sale securities below their
cost that are other than temporary result in write-downs of the individual securities to their fair
value. Any related write-downs are included in earnings as realized losses. In estimating otherthan-temporary impairment losses, management considers (1) the length of time and the extent to
which the fair value has been less than cost, (2) the financial condition and near-term prospects of
the issuer, and (3) the intent and ability of the Company to retain its investment in the issuer for a
period of time sufficient to allow for any anticipated recovery in fair value.
Loans Held for Sale — Loans originated and held for sale to the secondary market are carried at
the lower of cost or estimated fair value in the aggregate. Net unrealized losses, if any, are
recognized through a valuation allowance by charges to income.
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HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020 and 2019
Loans — Loans are stated at unpaid principal balances, less the allowance for loan losses, net of
deferred loan fees and loans in process.
Loan origination and commitment fees, as well as certain direct origination costs, are deferred and
amortized as a yield adjustment over the lives of the related loans using the interest method.
Amortization of deferred loan fees is discontinued when a loan is placed on nonaccrual status.
Accrual of interest may be discontinued when collection of principal and interest is delinquent for
90 days or more. Uncollectible interest on these loans is charged off, based on management's
periodic evaluation, by a charge to interest income equal to all accrued interest deemed
uncollectible. Income is subsequently recognized only to the extent that cash payments are received
until the loan's return to accrual status. Loans are returned to accrual status when all the principal
and interest amounts contractually due are brought current and future payments are reasonably
assured.
Allowance for Loan Losses — The allowance for loan losses is established as losses are estimated
to have occurred through a provision for loan losses charged to earnings. Loan losses are charged
against the allowance when management believes the uncollectability of a loan balance is
confirmed. Subsequent recoveries, if any, are credited to the allowance.
The allowance for loan losses is evaluated on a regular basis by management and is based upon the
factors listed below. This evaluation is inherently subjective as it requires estimates that are
susceptible to significant revision as more information becomes available.
The amount of the allowance is based on management's evaluation of the collectability of the loan
portfolio, including the changes in lending policies and procedures, which includes changes in
underwriting standards and collection procedures, charge-off and recovery practices not considered
elsewhere in estimating credit losses, changes in economic and business conditions, the condition
of various market segments, changes in the nature and volume of the portfolio and in the terms of
loans, changes in the experience, ability and depth of lending management and other relevant staff,
changes in the volume and severity of past due loans, the volume of nonaccrual loans, the volume
and severity of adversely classified or graded loans, changes in the quality of the Company's loan
review system, changes in the value of underlying collateral for collateral-dependent loans, the
existence and effect of any concentrations of credit, changes in the level of such concentrations,
and the effect of other external factors such as competition and legal and regulatory requirements
on the level of estimated credit losses in the Company's existing portfolio.
The allowance consists of specific, general and unallocated components. The specific component
relates to loans that are classified as doubtful, substandard, or special mention that are deemed to
be impaired. For such loans that are also classified as impaired, an allowance is established when
the discounted cash flows (or collateral value or observable market price) of the impaired loan is
lower than the carrying value of that loan. The general component covers non-classified loans and
is based on historical loss experience adjusted for qualitative factors. Within the general component
is an element to cover uncertainties that could affect management's estimate of probable losses.
The unallocated component of the allowance reflects the margin of imprecision inherent in the
underlying assumptions used in the methodologies for estimating losses in the portfolio.
A loan is considered impaired when, based on current information and events, it is probable that
the Company will be unable to collect the scheduled payments of principal or interest when due
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HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020 and 2019
according to the contractual terms of the loan agreement. Factors considered by management in
determining impairment include payment status, collateral value, and the probability of collecting
scheduled principal and interest payments when due. Loans that experience insignificant payment
delays and payment shortfalls are generally not classified as impaired. Management determines the
significance of payment delays and payment shortfalls on a case-by-case basis, taking into
consideration all of the circumstances surrounding the loan and the borrower, including the length
of the delay, the reasons for the delay, the borrower's prior payment record, and the amount of the
shortfall in relation to the principal and interest owed. Impairment is measured on a loan-by-loan
basis for commercial and construction loans by either the present value of expected future cash
flows discounted at the loan's effective interest rate, the loan's obtainable market price, or the fair
value of the collateral if the loan is collateral dependent.
Property and Equipment — Property and equipment are stated at cost less accumulated
depreciation. Depreciation is calculated using primarily the straight-line method over the estimated
useful lives of the related assets. Estimated useful lives of furniture, fixtures, and equipment range
from two to ten years and those assigned to buildings and improvements range from ten to forty
years.
Nonmarketable Equity Securities – The Bank holds investments in Federal Reserve and Federal
Home Loan Bank stock. Federal Reserve and Federal Home Loan Bank stock are required
investments for institutions that are members of the Federal Reserve and Federal Home Loan Bank
systems. The required investment in the common stock is based on a predetermined formula,
carried at cost and evaluated for impairment.
Foreclosed Assets — Assets acquired through, or in lieu of, foreclosure are held for sale and
initially recorded at fair value less estimated cost to sell at the date of foreclosure, establishing a
new cost basis. Subsequent to foreclosure, valuations are periodically performed by management
and the assets are carried at the lower of carrying amount or fair value less estimated cost to sell.
Revenue and expenses from operations and changes in the valuation allowance are charged to
operations.
Bank Owned Life Insurance — The Bank has purchased single-premium life insurance on certain
employees of the Bank. Bank owned life insurance is recorded at the amount that can be realized
under the insurance contract at the balance sheet date, which is the cash surrender value adjusted
for other charges or other amounts due that are probable at settlement. Appreciation in value of the
insurance policies from their earnings is recorded in non-interest income.
Income Taxes — The Company accounts for income taxes using the asset and liability method
under which a deferred tax liability or asset (net of a valuation allowance, if necessary) is provided
in the financial statements by applying the provisions of applicable tax laws to measure the deferred
tax consequences of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for income tax purposes. These temporary
differences will result in net taxable or deductible amounts in future years as a result of events
recognized in the financial statements in the current or preceding years.
The Company accounts for any uncertainty in income taxes by recognizing the tax benefit from an
uncertain tax position only if it is more likely than not that the tax position will be sustained on
examination by the taxing authorities, based on the technical merits of the position. The application
of income tax law is inherently complex. Laws and regulations in this area are voluminous and are
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HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020 and 2019
often ambiguous. As such, the Company is required to make many subjective assumptions and
judgments regarding income tax exposures. Interpretations of and guidance surrounding income
tax laws and regulations change over time and may result in changes to the Company's subjective
assumptions and judgments which can materially affect amounts recognized in the consolidated
statements of financial condition and consolidated statements of income. The Company believes
that it does not have any uncertain tax positions that are material to the financial statements. Tax
years that remain subject to examination include 2016 through the current period.
Earnings Per Share — The Company calculates its earnings per share (EPS) in accordance with
FASB Accounting Standards Codification (ASC) 260. Basic EPS is computed by dividing income
available to common stockholders by the weighted-average number of common shares outstanding
for the period. Diluted earnings per share are computed using the treasury stock method and reflect
the potential dilution assuming the issuance of common shares for all dilutive potential unvested
stock awards and shares held by the Company’s subsidiary rabbi trust outstanding during the
period. There were no outstanding options as of June 30, 2020 or 2019.
Revenue Recognition — The Company recognizes revenue from contracts with customers, in
accordance with FASB ASU 2014-09, Revenue from Contracts with Customers (Topic 606), when
it is appropriate to recognize a gain (loss) from the transfer of nonfinancial assets, such as
foreclosed assets. The majority of the Company’s revenues are derived from interest income and
other sources that are outside the scope of Topic 606. The Company’s services that fall within the
scope of Topic 606 are presented within noninterest income in the accompanying statements of
income and are recognized as revenue as the Company satisfies its obligation to the customer.
Revenue within the scope of Topic 606 include service charges on deposit accounts, debit card
surcharge income and gain (loss) on the sale of foreclosed assets which totaled $919,000 and
$928,000, respectively, for the years ended June 30, 2020 and 2019. A description of the
Company’s revenue streams accounted for under Topic 606 are as follows:
Service charges on deposit accounts: The Company generates revenues through fees charged to
depositors related to deposit account maintenance fees and other miscellaneous services provided
at the request of the customer. For deposit-related services, revenue is recognized when
performance obligations are satisfied, which is generally at a point in time.
Debit card surcharge income: Revenue from debit cards includes interchange fee income from
debit cards processed through card association networks. Interchange fees represent a portion of a
transaction amount that the Company and other transaction-associated parties retain to compensate
themselves for providing the cardholder immediate access to funds. Interchange rates are generally
set by the card association network and are based on purchase volumes and other factors. The
Company records interchange fees as services are provided.
Leases — The Company leases certain premises and equipment from third parties. When the
Company is a lessee party to a lease, the lease is classified as an operating lease unless it meets
certain criteria (e.g., lease contains an option to purchase that the Company is reasonably certain to
exercise), in which case it is classified as a finance lease. Effective with the Company’s adoption
of ASU No. 2016-02, Leases (Topic 842) during the year ended June 30, 2020, Right-of-use
(“ROU”) assets and corresponding lease liabilities are recognized at the lease commencement date
based on the present value of lease payments over the lease term, in net premises and equipment
and other liabilities, respectively, on the Company’s statements of financial condition and lease
expense for lease payments is recognized over the lease term. An ROU asset represents the right to
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use the underlying asset for the lease term and also includes any direct costs and payments made
prior to lease commencement and excludes lease incentives. When an implicit rate to the lease is
not available, an incremental borrowing rate based on the information available at commencement
date is used in determining the present value of the lease payments. A lease term may include an
option to extend or terminate the lease when it is reasonably certain the option will be exercised.
Short-term leases of 12 months or less are excluded from the accounting guidance; as a result, the
lease payments are recognized over the lease term and no ROU asset or lease liability are reflected
on the Company’s statements of financial condition. Renewal and termination options are
considered when determining short-term leases. Leases are accounted for on an individual lease
level. The Company had no material leases to which its adoption of ASU No. 2016-02, Leases
(Topic 842) applied, as of the adoption date.
Adoption of New Financial Accounting Standard — The Company adopted ASU No. 2016-02,
Leases (Topic 842) during the year ended June 30, 2020. The standard requires a lessee to recognize
a right-of-use asset and liability on the balance sheet for leases with lease terms greater than 12
months. Right of use assets for operating and finance leases are included in property and
equipment and lease liabilities are included in accrued expenses and other liabilities on the
Company’s consolidated statements of financial condition.
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic
326): Measurement of Credit Losses on Financial Instruments. The guidance removes the existing
"probable" and "incurred" loss recognition threshold and requires an entity to estimate lifetime
expected credit losses for financial assets held at the reporting date based on historical experience,
current conditions, and reasonable and supportable forecasts, including estimates for prepayments.
Financial institutions and other organizations will now use forward-looking information to better
inform their credit loss estimates. Many of the loss estimation techniques applied today will still be
permitted, although the inputs to those techniques will change to reflect the full amount of expected
credit losses. In addition, ASU 2016-13 amends the accounting for credit losses on available-forsale debt securities and purchased financial assets with credit deterioration. The ASU does not
prescribe a specific method to estimate credit losses. ASU 2016-13 would be effective for the
Company as of July 1, 2023. We are currently evaluating the impact that the standard will have on
our consolidated financial statements, and are currently evaluating various loss estimation
methodologies.
Reclassification — Certain reclassifications have been made to the 2019 financial statements to
conform to the 2020 financial statement presentation. These reclassifications had no effect on net
income or stockholders’ equity.
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2.

SECURITIES
The amortized cost and approximate fair values, together with gross unrealized gains and losses,
of securities are as follows:
Available-for-sale securities — The amortized cost and estimated fair value of securities available
for sale as of June 30 were as follows:
Gross
Unrealized
Gains

Amortized
Cost

Gross
Unrealized
Losses

Fair
Value

(rounded to thousands)

2020:
Municipal bonds
Mortgage-backed securities
Agency notes
SBA securities

2019:
Municipal bonds
Mortgage-backed securities
Agency notes
SBA securities

$ 9,944,000
9,351,000
6,094,000
3,458,000

$

263,000
139,000
326,000
77,000

$

− $ 10,207,000
(1,000)
9,489,000
−
6,420,000
(78,000)
3,457,000

$ 28,847,000

$

805,000

$

(79,000) $ 29,573,000

$ 11,118,000
9,424,000
6,096,000
4,836,000

$

99,000
28,000
143,000
52,000

$

(15,000) $ 11,202,000
(119,000)
9,333,000
(5,000)
6,234,000
(95,000)
4,793,000

$ 31,474,000

$

322,000

$

(234,000) $ 31,562,000

The unrealized gains and losses on securities available for sale are included in other comprehensive
income. No securities available for sale were sold during the years ended June 30, 2020 and 2019.
Marketable equity securities with a readily determinable market value — The amortized cost
and estimated fair value of equity securities with a readily determinable market value as of June
30, 2019 was as follows:

Gross
Amortized
Cost

Gross
Unrealized
Gains

Unrealized
Losses

Fair
Value

(rounded to thousands)

2019:
Government bond fund

$ 2,175,000

$

—

$

(53,000) $ 2,122,000

The Company sold its investment in the government bond fund during the year ended June 30,
2020. The Company recorded marketable equity investments with a readily determinable market
value (other than equity method or consolidation) at fair value with changes in fair value recognized
in net income. During the year ended June 30, 2020, the Company recorded a holding gain of
$9,000 on its marketable equity investments with a readily determinable market value.
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Held-to-maturity securities — The amortized cost and estimated fair value of securities held-tomaturity at June 30 were as follows:
Gross
Unrealized
Gains

Amortized
Cost

Gross
Unrealized
Losses

Fair
Value

(rounded to thousands)

2020:
Municipal bonds
Mortgage-backed securities

$
$

2019:
Municipal bonds
Mortgage-backed securities

$
$

500,000
29,000
529,000

$

500,000
45,000
545,000

$

$

$

1,000
1,000
2,000

$

7,000
—
7,000

$

$

$

—
—
—

$

—
—
—

$

501,000
30,000
531,000

$

507,000
45,000
552,000

$

No held-to-maturity securities were sold during the years ended June 30, 2020 and 2019.
Maturities of available-for-sale securities — The amortized cost and fair value of securities available
for sale by contractual maturity at June 30, 2020 were as follows:
Amortized
Cost

Fair
Value

(rounded to thousands)

Less than 1 year
Over 1 year through 5 years
Over 5 years through 10 years
Over 10 years

$

Total debt securities available for sale
Mortgage-backed securities
SBA securities
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3,570,000
6,815,000
5,132,000
521,000

$

3,601,000
7,153,000
5,342,000
531,000

16,038,000

16,627,000

9,351,000
3,458,000

9,489,000
3,457,000

$ 28,847,000

$ 29,573,000
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Maturities of held-to-maturity securities — The amortized cost and fair value of securities held
to maturity by contractual maturity at June 30, 2020 were as follows:
Amortized
Cost

Fair
Value

(rounded to thousands)

Less than 1 year
Over 1 year through 5 years
Over 5 years through 10 years
Over 10 years

$

Total debt securities available for sale
Mortgage-backed securities
$

250,000
250,000
—
—

$

251,000
250,000
—
—

500,000

501,000

29,000

30,000

529,000

$

531,000

At June 30, 2020 and 2019, investments with a carrying value of $13,616,000 and $12,705,000,
respectively, were pledged as collateral for deposits of public funds, and investments with a
carrying value of $4,984,000 and $2,508,000, respectively, were pledged as collateral to secure a
line of credit with the Federal Reserve Bank of Kansas City (see Note 8).
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The gross unrealized losses and fair value of the Company’s investments with unrealized losses
that are not deemed to be other-than-temporarily impaired, aggregated by investment class and
length of time that individual securities have been in a continuous unrealized loss position at June
30, 2020 and 2019 were as follows:

Less than 12 Months
Unrealized
Fair Value
Losses
Available-for-Sale
Securities
Municipal bonds
Mortgage-backed
securities
Agency notes
SBA securities
Total temporarily
impaired
securities

$

—

$

428,000
—
—

$ 428,000

—
(1,000)
—
—

$

$

—

$

—
—
—

$

—

$

—

$

$

—
—
2,030,000

(1,000) $ 2,030,000

Less than 12 Months
Unrealized
Fair Value
Losses
Available for Sale
Securities
Municipal bonds
Mortgage-backed
securities
Agency notes
SBA securities
Total temporarily
impaired
securities

June 30, 2020
12 Months or More
Unrealized
Fair Value
Losses
(rounded to thousands)

$

—

Total
Unrealized
Fair Value
Losses

$

— $

—
—
(78,000)

428,000
—
2,030,000

(78,000)

$ 2,458,000

June 30, 2019
12 Months or More
Unrealized
Fair Value
Losses
(rounded to thousands)

—
(1,000)
—
(78,000)

$

(79,000)

Total
Unrealized
Fair Value
Losses

—

$ 3,123,000 $

(15,000)

$ 3,123,000 $

(15,000)

—
—
—

8,220,000
2,075,000
3,663,000

(119,000)
(5,000)
(95,000)

8,220,000
2,075,000
3,663,000

(119,000)
(5,000)
(95,000)

—

$ 17,081,000 $ (234,000)

$17,081,000 $ (234,000)

The unrealized losses on the Company’s investments in municipal bonds, mortgage-backed
securities, agency notes and SBA securities as of June 30, 2020 and/or 2019 were primarily caused
by changes in interest rates and market spreads subsequent to acquisition. The contractual terms
of those investments do not permit the issuer to settle the securities at a price less than the amortized
cost bases of the investments. Because the Company does not intend to sell the investments and it
is not more likely than not the Company will be required to sell the investments before recovery of
their amortized cost bases, which may be maturity, the Company does not consider those
investments to be other-than-temporarily impaired at June 30, 2020.
There were no investments in the Company’s held-to-maturity portfolio with gross unrealized
losses at June 30, 2020 and 2019.
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3.

LOANS RECEIVABLE
The following disclosure reports the Company's loan portfolio segments and classes. Segments are
groupings of similar loans at a level at which the Company has adopted systematic methods for
determining its allowance for loan and credit losses. Classes are a disaggregation of the portfolio
segments. The Company's loan portfolio segments are:
Real estate – Real estate loans include various types of loans for which the Company holds liens
on real property as collateral. One-to-four family residential real estate lending activity is primarily
dependent on the borrowers' ability to pay and the fair value of the underlying collateral.
Commercial real estate lending activity is comprised of both owner-occupied and non-owner
occupied properties. The primary risks of commercial real estate loans include adverse changes in
economic conditions and significant increases in interest rates, which may adversely impact the
borrowers' ability to pay as well as material decreases in the value of the real estate securing the
loans. The Company primarily originates loans to finance construction of one-to four-family
residences, though also finances construction of multifamily residential and commercial and
industrial projects. The majority of the Company's residential construction loans are to owners for
construction of primary or second residences, are generally collateralized by first liens on the real
estate and have fixed interest rates. The inherent risks to construction loans are considered to be
due to the completion of the construction project and its timing, the impact on repayment ability
from interest rate changes, and the borrowers' availability to obtain permanent financing. However,
the Company generally underwrites its construction loans to conforming secondary market
standards. Additionally, economic conditions may impact the Company's ability to recover its
investment in construction loans. Adverse economic conditions may negatively impact the
borrowers' ability to complete the project. Additionally, the fair value of the underlying collateral
may fluctuate as market conditions change. The Company also originates loans for the acquisition
and future development of land for residential and commercial building projects. The primary risks
include the borrower's inability to pay and the inability of the Company to recover its investment
due to a decline in the fair value of the underlying collateral.
Commercial loans – Commercial loans consist of loans to small and medium-sized business
enterprises in a wide variety of industries. The composition of the Bank's commercial loan segment
includes, but is not limited to, loans to business enterprises engaged in tourism, restaurant, retail
sales, heavy equipment and excavation, and lodging. Commercial loans are generally collateralized
by real estate, equipment, and other commercial assets, and are generally further supported by other
credit enhancements such as personal guarantees or assignments of life insurance on business
principals. Risks in Commercial loans primarily arise due to changes in economic conditions.
However, the recoverability of the Company's investment in these loans is also dependent on other
factors primarily dictated by the type of collateral securing these loans. The fair value of the
collateral securing these loans may fluctuate as market conditions change.
Consumer and other loans – The Company provides loans to customers, including personal loans
and automobile loans. Repayment of these loans is dependent on the borrowers' ability to pay and
the fair value of the underlying collateral.
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Loans receivable as of June 30 are summarized as follows:
2020

2019

(rounded to thousands)

Loans secured by real estate:
One-to-four family residences
Commercial real estate
Construction
Land
Total loans secured by real estate
Commercial loans
Consumer and other loans
Total loans
Less:
Net deferred loan origination fees
Allowance for loan losses
Loans receivable, net

$ 81,059,000
88,485,000
26,840,000
21,436,000

$ 71,127,000
77,049,000
21,588,000
16,837,000

217,820,000

186,601,000

43,973,000
2,557,000

26,949,000
2,550,000

264,350,000

216,100,000

1,989,000
2,736,000

1,336,000
1,547,000

$ 259,625,000

$ 213,217,000

The Company's lending activity occurs primarily within Chaffee and Fremont Counties, Colorado.
The majority of the loan portfolio consists of loans secured by real estate and commercial loans.
The Company maintains a loan review program independent of the lending function that is designed
to reduce and control risk in the lending function. The Company also has a systematic process to
evaluate individual loans and pools of loans within their portfolio. The Company uses an 8 point
loan grading system, with grades 1 through 4 reflecting Pass credits. Grade 5 includes loans with
risk characteristics which correlate with the regulatory classification of Other Assets Especially
Mentioned (Special Mention). Grade 6 correlates with the regulatory classification of Substandard.
Grade 7 correlates to Doubtful and Grade 8 is a Loss. Loans graded 6 – 8 are deemed to be
classified loans.
The Company evaluates the loan risk grading system definitions and allowance for loan loss
methodology on an ongoing basis. No significant changes were made to either during the past year.
Commercial loans are graded on their independent merits and characteristics at the time they are
originated. Commercial revolving credit lines are reviewed at a minimum annually and also upon
renewal of the operating lines of credit, at which time the grade is updated. All term loans above
are reviewed quarterly for grading purposes. The Company's asset classification committee
determines the final loan grade on loans. Consumer loans are graded based on delinquency. Current
consumer loans receive a grade of Pass.
Included in the June 30, 2020 balance of Commercial loans above are 342 loans totaling
approximately $14.9 million of US Small Business Administration (“SBA”) Paycheck Protection
Program (“PPP”) loans funded by the Company.
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The loan portfolio showing total non-classified, special mention and classified balances by loan
class is summarized below as of June 30:
NonClassified

Special
Mention

Classified

Total

(rounded to thousands)

2020:
Loans secured by real estate:
One-to-four family residences
Commercial real estate
Construction
Land
Total loans secured by real estate
Commercial loans
Consumer and other loans

$ 80,845,000
88,125,000
26,840,000
21,436,000

$

—
—
—
—

$

214,000 $ 81,059,000
360,000
88,485,000
—
26,840,000
—
21,436,000

217,246,000

—

574,000

217,820,000

42,134,000
2,557,000

—
—

1,839,000
—

43,973,000
2,557,000

Total loans

$ 261,937,000

$

—

$ 2,413,000 $ 264,350,000

2019:
Loans secured by real estate:
One-to-four family residences
Commercial real estate
Construction
Land

$ 71,127,000
77,049,000
21,588,000
16,837,000

$

—
—
—
—

$

Total loans secured by real estate
Commercial loans
Consumer and other loans
Total loans

186,601,000

—

25,119,000
2,541,000

—
—

$ 214,261,000

$

—

—
—
—
—

$ 71,127,000
77,049,000
21,588,000
16,837,000

—

186,601,000

1,830,000
9,000

26,949,000
2,550,000

$ 1,839,000 $ 216,100,000

The allowance for loan losses (ALLL) is management's estimate of probable losses in the loan
portfolio as of the balance sheet date.
The Company estimates its ALLL in accordance with Accounting Standards Codification (ASC)
310 for purposes of evaluating loan impairment on a loan-by-loan basis and ASC 450 for purposes
of collectively evaluating loan impairment by grouping loans with common risk characteristics.
Specific Reserves — The Company continuously evaluates its reserve for loan losses to maintain
an adequate level to absorb loan losses inherent in the loan portfolio. Reserves on loans identified
as Classified or Special Mention are based on discounted expected cash flows using the loan's initial
effective interest rate, the market value of the loan or the fair value of the collateral for certain
collateral-dependent loans. Loans are considered impaired in accordance with provisions of ASC
310, when it is probable that all amounts due in accordance with the contractual terms will not be
collected. Factors contributing to the determination of specific reserves include the financial
condition of the borrower, changes in the value of pledged collateral and general economic
conditions.
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General Reserves — The Company reviews the Non-Classified portfolio of loans in their various
class groupings. A combination of loss experience and external loss data is used in determining the
appropriate loss factor. The estimate represents the potential unconfirmed losses within the
portfolio. In evaluating the adequacy of the ALLL, management considers historical losses as well
as other factors including changes in:






Lending policies and procedures
National, regional and local economic conditions and business developments
Nature and volume of portfolio
Credit concentrations
Trends in the volume and severity of past-due, non-accrual and identified loans

Additionally, in consideration of economic uncertainty and possible adverse economic
consequences resulting from the COVID-19 pandemic, the Company has reviewed available
information for trends in credit quality specific to borrowers in categories deemed to have disparate
economic impact from the pandemic, including hospitality and lodging, restaurants and others
related to recreation and tourism, to determine appropriate general reserves.
In assessing the reasonableness of management's assumptions, consideration is given to industry
standards and directional consistency of the ALLL. Ratio analysis highlights divergent trends in
the relationship of the ALLL to total loans and historical charge-offs. This analysis is used as a
supplement to assess the reasonableness of management's assumptions that are not, by themselves,
sufficient basis for determining the adequacy of the ALLL. While management utilizes its best
judgment and information available, the ultimate adequacy of the ALLL is dependent upon a
variety of factors beyond the Company's control, including the performance of the loan portfolio,
the economy, changes in interest rates and the view of the regulatory authorities toward loan
classifications. Within the general reserve may be an unallocated component that is judgmentally
determined and is maintained to recognize the imprecision in estimating and measuring loss when
evaluating reserves for individual loans or pools of loans.
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Commercial
Real Estate
$ 411,000
(17,000)
—
—
394,000
906,000
—
—
$ 1,300,000
Construction
$ 203,000
5,000
—
—
208,000
40,000
—
—
$ 248,000

Loans Secured by Real Estate

$

$

Land
147,000
(32,000)
—
—
115,000
—
—
—
115,000

Commercial
$ 224,000
414,000
—
4,000
642,000
171,000
(15,000)
7,000
$ 805,000

Consumer
and Other
$
24,000
29,000
(41,000)
10,000
22,000
15,000
(9,000)
—
$
28,000

Unallocated
271,000
(275,000)
—
—
(4,000)
56,000
—
—
$
52,000
$

Total
$ 1,468,000
100,000
(41,000)
20,000
1,547,000
1,200,000
(24,000)
13,000
$ 2,736,000

Loans receivable
Individually
evaluated for
provision
Collectively
evaluated for
provision

2020
Allowance for loan
losses:
Individually
evaluated for
provision
Collectively
evaluated for
provision

80,845,000
$ 81,059,000

214,000

676,000

1,300,000
1,300,000

—

87,809,000
$ 88,485,000

$

$

188,000
188,000

$

$

$

—

$

$

$

$

26,840,000
26,840,000

—

248,000
248,000

—

Construction

Loans Secured by Real Estate
Commercial
Real Estate

$

One-to-Four
Family
Residences

—

115,000
115,000

—

- 21 -

21,436,000
$ 21,436,000

$

$

$

Land

$

$

$

$

43,973,000
43,973,000

—

805,000
805,000

—

Commercial

—

28,000
28,000

—

2,557,000
$ 2,557,000

$

$

$

Consumer
and Other

$

$

$

$

263,460,000
$ 264,350,000

—
—

890,000

2,736,000
2,736,000

—

$

$

$

Total

—

52,000
52,000

—

Unallocated

The table below presents the allowance for loan losses on the basis of the Company's impairment method as of June 30, 2020 and 2019 (rounded to
thousands):

Balance July 1, 2018
Provision for losses
Charge-offs
Recoveries
Balance June 30, 2019
Provision for losses
Charge-offs
Recoveries
Balance June 30, 2020

One-to-Four
Family
Residences
$
188,000
(24,000)
—
6,000
170,000
12,000
—
6,000
$
188,000

The changes in the allowance for loan losses were as follows for the years ended June 30, 2020 and 2019 (rounded to thousands):
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Loans receivable:
Individually
evaluated for
provision
Collectively
evaluated for
provision

2019
Allowance for loan
losses:
Individually
evaluated for
provision
Collectively
evaluated for
provision

71,127,000
$ 71,127,000

—
697,000

394,000
394,000

—

76,352,000
$ 77,049,000

$

$

170,000
170,000

$

$

$

—

—

208,000
208,000

—

21,588,000
$ 21,588,000

$

$

$

Construction

Loans Secured by Real Estate
Commercial
Real Estate

$

One-to-Four
Family
Residences

—

115,000
115,000

—
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16,837,000
$ 16,837,000

$

$

$

Land

$

$

$

$

26,949,000
26,949,000

—

642,000
642,000

—

Commercial

—

22,000
22,000

—

2,550,000
$ 2,550,000

$

$

$

Consumer
and Other
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$

$

$

$

215,403,000
$ 216,100,000

—
—

697,000

1,547,000
1,547,000

—

$

$

$

Total

—

(4,000)
(4,000)

—

Unallocated

HIGH COUNTRY BANCORP, INC. AND SUBSIDIARIES
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Information on impaired loans is presented in the following table as of and for the years ended
June 30, 2020 and 2019:
Recorded
Investment
in Impaired
Loans

Recorded
Investment
With No
Related
Allowance

Recorded
Investment
With Related
Allowance

Unpaid
Principal
Balance

Average
Recorded
Investment

(rounded to thousands)

2020:
Real Estate
One-to-four residences
Commercial real estate
Construction
Land

$

Commercial
Consumer and other loans
Total

2019:
Real Estate
One-to-four residences
Commercial real estate
Construction
Land

$

214,000
729,000
—
—

$

—
—
—
—

$

214,000
676,000
—
—

$

73,000
684,000
—
—

890,000

943,000

—

890,000

757,000

—
—

—
—

—
—

—
—

—
—

$

890,000

$

943,000

$

—

$

890,000

$

757,000

$

—
697,000
—
—

$

—
751,000
—
—

$

—
—
—
—

$

—
697,000
—
—

$

20,000
717,000
—
926,000

Commercial
Consumer and other loans
Total

214,000
676,000
—
—

$

697,000

751,000

—

697,000

—
—

—
—

—
—

—
—

697,000

$

751,000

$

—

$

1,663,000
4,000
—

697,000

$

1,667,000

Information on non-accrual and past due loans is presented in the following table as of June 30,
2020 and 2019:
2020
2019
(rounded to thousands)

Non-accrual loans

$

214,000

$

—

Loans 90 days or more delinquent and still accruing

$

—

$

—

Non-performing troubled debt restructuring loans

$

—

$

—

Performing troubled debt restructuring

$

676,000

$

697,000

The segment and class of the Company's non-accrual loans as of June 30, 2020 and 2019 are
presented in the following table:
2020
2019
(rounded to thousands)

Real estate:
One-to-four family residences

$

214,000

$

—

Total loans on non-accrual status

$

214,000

$

—
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The following table summarizes the aging of the Company's loan portfolio by segment and class as
of June 30, 2020 and 2019:
30-59 Days
Past Due

60-89 Days
Past Due

90+ Days
Past Due

—
—
—
—

—
—
—
—

Commercial

—
—

Consumer and other loans

—

Total
2019:
Real Estate
One-to-four family residences
Commercial
Construction
Land

$

$

$

Commercial
Consumer and other loans
Total

Current

Total
Loans

(rounded to thousands)

2020:
Real Estate
One-to-four family residences
Commercial real estate
Construction
Land

Total
Past Due

$

—

$

$

135,000 $
—
—
76,000

$

214,000 $
—
—
—

214,000 $
—
—
—

—
—

214,000
—

214,000
—

—

—

—

—

$

—
—
—
—

$

214,000 $

—
—
—
—

$

80,845,000 $
88,485,000
26,840,000
21,436,000

81,059,000
88,485,000
26,840,000
21,436,000

217,606,000
43,973,000

217,820,000
43,973,000

2,557,000

2,557,000

214,000 $

264,136,000 $

264,350,000

135,000 $
—
—
76,000

70,992,000 $
77,049,000
21,588,000
16,761,000

71,127,000
77,049,000
21,588,000
16,837,000

211,000
15,000

—
26,000

—
—

211,000
41,000

186,390,000
26,908,000

186,601,000
26,949,000

21,000

9,000

—

30,000

2,520,000

2,550,000

247,000 $

35,000 $

—

$

282,000 $

215,818,000 $

216,100,000

The Bank restructured no loans during the years ended June 30, 2020 and 2019 that would meet
the parameters of a troubled debt restructuring (TDR). As of June 30, 2020 and 2019, borrowers
with loans designated as TDRs amounted to $676,000 and $697,000, respectively. TDRs held by
the Bank as of June 30, 2020 and 2019 met the criteria for accrual status designation. This criteria
is a minimum six months of payment performance under existing or modified terms.
On March 27, 2020, Congress passed the Coronavirus Aid, Relief, and Economic Security Act
(“CARES Act”) which includes numerous aspects impacting the Company and its customers. The
banking regulatory agencies have jointly encouraged financial institutions to work prudently with
borrowers who have been impacted by the COVID-19 pandemic. Provisions of the CARES Act,
along with related regulatory guidance, allow the Bank make certain modifications to loans, and
not designate them as TDRs, which otherwise may have been classified as TDRs. During the year
ended June 30, 2020, the Company made modifications to 152 loans with June 30, 2020 outstanding
balances totaling approximately $53.9 million and did not designate the modifications as TDRs
pursuant to the CARES Act and related regulatory guidance. These modifications were primarily
short-term deferrals of payments of principal or principal and interest.
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4.

LOAN SERVICING
Mortgage loans serviced for others are not included in the accompanying statements of financial
condition. The summarized unpaid principal balances of these loans at June 30, 2020 and 2019
was:
2020
2019
(rounded to thousands)

Mortgage loan portfolios serviced for:
Federal Home Loan Mortgage Corporation (FHLMC)

$ 6,419,000

$

6,763,000

Loans sold to the Federal Home Loan Mortgage Corporation (FHLMC) are sold without recourse
unless the Company did not comply with the requirements or conditions of the purchase document,
breached any agreements, made false warranties or representations or failed to provide FHLMC
with information that is true, complete and accurate concerning the mortgages. Associated
mortgage servicing rights intangible asset has been deemed immaterial and not recognized by the
Company in the consolidated financial statements as of June 30, 2020 and 2019.

5.

FORECLOSED ASSETS
Foreclosed assets are presented net of an allowance for losses, if any. The following analysis
summarizes the activity of the Company's foreclosed assets for the years ended June 30, 2020 and
2019:
2020
2019
(rounded to thousands)

Balance at beginning of year
Loans transferred to foreclosed assets, net
Proceeds from sale
Foreclosed asset sales financed by the Bank
Net losses on dispositions and write-downs

$

Balance at end of year

$
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82,000
−
(27,000)
(6,000)
(49,000)
−

$

390,000
55,000
(177,000)
(47,000)
(139,000)

$

82,000
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6.

PROPERTY AND EQUIPMENT
Summary classifications of the Company's property and equipment and the related accumulated
depreciation at June 30, 2020 and 2019 are presented below:
2020

2019

(rounded to thousands)

Land and improvements
Buildings and improvements
Office furniture and equipment

$ 1,390,000
7,203,000
4,170,000

$ 1,329,000
6,517,000
3,611,000

Less accumulated depreciation

12,763,000
6,306,000

11,457,000
5,782,000

6,457,000
747,000

5,675,000
−

$ 7,204,000

$ 5,675,000

Net property and equipment, excluding ROU assets
Right of use leased asset
Net property and equipment

Depreciation expense for the years ended June 30, 2020 and 2019 totaled $524,000 and $398,000,
respectively. The Company leases certain property and equipment from third parties. Right of use
assets for operating and finance leases are included in property and equipment and lease liabilities
are included in accrued income taxes and other liabilities on the Company’s consolidated
statements of financial condition. As of June 30, 2020, the Company had a $747,000 net right of
use asset and lease liability for operating leases. As of June 30, 2020, the weighted average discount
rate for the leases from which the right of use assets was derived was 1.69% and weighted average
remaining life was approximately 5 years.
Scheduled future minimum lease payments as of June 30, 2020 are summarized as follows:
2021
2022
2023
2024
2025
thereafter

$

60,000
74,000
75,000
77,000
78,000
451,000

$

815,000

The Company’s recorded net right of use asset as of June 30, 2020 is the calculated present value
on the scheduled future minimum lease payments, discounted as discussed in Note 1 above.
During the years ending June 30, 2020 and 2019, the Company recognized operating lease
expenses of approximately $80,000 and $80,000, respectively.
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7.

DEPOSIT ACCOUNTS
Summary classifications of the Company's deposit balances at June 30, 2020 and 2019 are
presented below:
2020

2019

(rounded to thousands)

Non-interest-bearing demand deposits
Interest-bearing demand deposits
Savings accounts
Time deposits

$

90,935,000 $
93,550,000
66,377,000
30,411,000

67,311,000
92,133,000
53,040,000
31,724,000

$ 281,273,000 $ 244,208,000
Scheduled maturities of time deposits as of June 30, 2020 are summarized as follows:
2021
2022
2023
2024
2025
thereafter

$

15,690,000
8,537,000
2,348,000
1,245,000
2,591,000
−

$

30,411,000

The aggregate amount of time deposits with a minimum denomination of $250,000 at June 30,
2020 and 2019 was $3,507,000 and $3,391,000, respectively.

8.

LINES OF CREDIT
The Company has a revolving line of credit agreement with the FHLBank Topeka collateralized by
real estate loans (see Note 9).
The Company also has a revolving line of credit agreement with a financial institution in the amount
of $5,000,000, with a variable interest rate at the average National Prime Rate as published in the
Wall Street Journal plus 0.75% per annum, and expiring on November 30, 2020. Interest payments
on advanced amounts are due monthly. The line of credit is secured by 3,000,000 shares of the
Bank's stock. There was no outstanding balance on the line of credit at June 30, 2020 or June 30,
2019.
The Company also has a revolving line of credit agreement with the Federal Reserve Bank of
Kansas City in the amount of $4,854,000, with a variable interest rate (0.25% and 3.00% per annum
at June 30, 2020 or June 30, 2019, respectively). Interest payments are due daily on advanced
amounts. The line of credit is secured by specific pledged investment securities (see Note 2). There
was no outstanding balance on the line of credit at June 30, 2020 or June 30, 2019.
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9.

FEDERAL HOME LOAN BANK ADVANCES
At June 30, 2020, the Bank had $10,500,000 of term advances from FHLBank Topeka, part of the
Federal Home Loan Bank (FHLB) system. Maturities of advances are:
Maturing in year ending June 30,

Principal Balance

2021
2022
2023
Total

Interest Rate

$ 2,500,000
4,000,000
4,000,000
$10,500,000

1.86%
1.19%
1.30%

At June 30, 2019 the Bank had a $60,000 term advance from FHLBank. The advance bore an
interest rate of 5.36% with $20,000 annual principal payments. The Bank prepaid the advance
during the year ended June 30, 2020. FHLB advances are secured by a blanket pledge agreement
with the FHLB, which includes single family and commercial real estate loans.
At June 30, 2020, the Company has an approved line of credit, with an interest rate at 0.35% per
annum, subject to the maximum amount of credit available to the Company under the FHLB's credit
policies, and which expires April 2, 2021. FHLB advance availability is determined quarterly and
as of June 30, 2020 and 2019, there was no outstanding balance on the line of credit and
approximately $95,831,000 and $95,565,000 were available, respectively.

10.

INCOME TAXES
The provision for income taxes for the years ended June 30, 2020 and 2019 consists of the
following:
2020

2019

(rounded to thousands)

Taxes currently payable
Deferred income taxes

$

1,174,000
305,000

$

1,141,000
78,000

Total

$

1,479,000

$

1,219,000

A reconciliation of the Company's income tax expense, which differs from income tax expense
calculated at the federal statutory income tax rate of 21% (2020) and 21% (2019), is presented below:
2020
2019
Provision for income taxes at statutory rate
Nondeductible/nontaxable income/expenses
for tax purposes
State income taxes, net of federal income
tax benefit
Other

$

$
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1,220,000

$

1,105,000

(61,000)

(68,000)

162,000
158,000

181,000
1,000

1,479,000

$

1,219,000
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Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income
tax purposes. The net deferred tax assets (liabilities) at June 30, 2020 and 2019 are presented below:
2020
Deferred income tax assets:
Difference between tax basis and carrying basis of
long term incentive plan
Loan loss allowance
Foreclosed assets
Other

$

Total deferred income tax assets

$

1,330,000

705,000
356,000
−
214,000
1,275,000

Deferred income tax liabilities:
Difference between tax basis and carrying basis
of FHLB stock
Tax depreciation in excess of financial statement amounts
Unrealized gain on available for sale securities
Accrual to cash conversion

(34,000)
(554,000)
(174,000)
(136,000)

(29,000)
(335,000)
(21,000)
−

Total deferred income tax liabilities

(898,000)

(385,000)

Net deferred income tax asset

11.

544,000
548,000
35,000
203,000

2019

$

432,000

$

890,000

ACCUMULATED OTHER COMPREHENSIVE INCOME
The components of accumulated other comprehensive income, included in stockholders’ equity,
are as follows:

Net unrealized gain on available-for-sale securities

$

Tax effect

2020

2019

726,000 $

88,000

(174,000)

Net-of-tax amount

$
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(21,000)
67,000
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12.

EARNINGS PER SHARE
Earnings per share (EPS) were computed as follows:

Income
Year ended June 30, 2020
Basic earnings per share

$

Effect of dilutive securities
Company common stock held in
subsidiary trust and unvested
restricted shares
Diluted earnings per share

4,332,000

—
$

4,332,000

Income
Year ended June 30, 2019
Basic earnings per share

$

Effect of dilutive securities
Company common stock held in
subsidiary trust and unvested
restricted shares
Diluted earnings per share

4,042,000

—
$

- 30 -

4,042,000

Weighted
Average
Shares
882,018 $

Per Share
Amount
4.91

79,469
961,487 $

Weighted
Average
Shares
838,944 $

4.51

Per Share
Amount
4.82

79,230
918,174 $

4.40
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13.

REGULATORY CAPITAL REQUIREMENTS
The Bank is subject to various regulatory capital requirements administered by federal banking
agencies. Failure to meet minimum capital requirements can initiate certain actions by regulators
that, if undertaken, could have a direct material effect on the Company's and Bank's financial
statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective
action, the Bank must meet specific guidelines that involve quantitative measures of assets,
liabilities, and certain off-balance sheet items as calculated under regulatory accounting practices.
The Bank's capital amounts and classification under the prompt corrective action guidelines are
also subject to qualitative judgments by the regulators about components, risk weightings and other
factors.
Quantitative measures established by regulation to ensure capital adequacy require the Bank to
maintain minimum amounts and ratios as outlined below. Management believes, as of June 30,
2020, the Bank meets all capital adequacy requirements to which it is subject.
The federal banking agencies jointly issued a final rule that provides for an optional, simplified
measure of capital adequacy, the Community Bank Leverage Ratio (“CBLR”) framework, for
qualifying community banking organizations. A qualifying community banking organization is
defined as having less than $10 billion in total consolidated assets, a leverage ratio greater than 9%,
off-balance sheet exposures (excluding derivatives and unconditionally cancelable commitments)
of 25% or less of total consolidated assets, and trading assets and liabilities of 5% or less of total
consolidated assets. It also cannot be an advanced approaches institution. The final rule was
effective on January 1, 2020 and the Bank opted into the CBLR framework. CBLR banks are not
be required to calculate or report risk-based capital and are not be subject to other capital and
leverage requirements. A CBLR bank will be deemed to have met the "well capitalized" ratio
requirements and be in compliance with the generally applicable capital rule. A CBLR bank that
ceases to meet any qualifying criteria in a future period and that has a leverage ratio greater than
8% will be allowed a grace period of two reporting periods to satisfy the CBLR qualifying criteria
or comply with the generally applicable capital requirements. A CBLR may opt out of the
framework at any time, without restriction, by reverting to the generally applicable risk-based
capital rule.
On April 6, 2020, the federal banking agencies jointly acted to implement Section 4012 of the
Coronavirus Aid, Relief, and Economic Security Act, which required the agencies to temporarily
lower the CBLR to 8.00%. The agencies modified the CBLR framework so that a qualifying
banking organization meets the CBLR framework with a leverage ratio of 8.00% as of June 30,
2020 through December 31, 2020, 8.50% for calendar year 2021 and 9.00% thereafter.
The Bank’s Tier 1 Capital and CBLR as of June 30, 2020 were $32,359,000 and 10.02%,
respectively.
As of June 30, 2019, the most recent regulatory notification categorized the Bank as well capitalized
under the framework for prompt corrective action. To be well capitalized the Bank must maintain
minimum common equity Tier I capital, total capital, Tier I capital and leverage ratios. There are
no conditions or events since that notification that management believes have changed the Bank's
categorization.
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The Bank's actual regulatory capital amounts and ratios as of June 30, 2019 are presented below:
Under Prompt
For Capital
Corrective Action
Actual
Adequacy Purposes
Provisions
Amount
Ratio
Amount
Ratio
Amount
Ratio
2019:
(rounded to thousands)
Total Capital Ratio:
$ 27,201,000 12.46% $ 17,469,000 8.00% $ 21,836,000 10.00%
Tier I Capital Ratio:

25,654,000 11.75%

13,102,000

6.00%

17,469,000

8.00%

Leverage Ratio:

25,654,000

9.47%

10,840,000

4.00%

13,551,000

5.00%

Common Equity Tier I
Capital Ratio:

25,654,000 11.75%

9,826,000

4.50%

14,193,000

6.50%

The above minimum capital requirements exclude the capital conservation buffer implemented by
the Basel III Capital Rules. Prior to its election to opt into the CBLR framework, the Bank was
required to maintain the capital conservation buffer in excess of its capital adequacy limitations for
common equity tier 1 capital, total capital and tier 1 capital to avoid certain limitations on
distributions, including dividend payments and certain discretionary bonus payments to executive
officers. The capital conservation buffer was phased-in to 2.50% of risk-weighted assets by 2020.
The Bank's net unrealized gain or loss on available-for-sale securities is excluded from the
computations of regulatory capital above. As of June 30, 2019, the Bank's capital conservation
buffer exceeded the required minimum.
The Company's management believes that, under the current regulations, the Bank will continue to
meet its minimum capital requirements in the coming year. However, events beyond the control of
the Bank, such as increased interest rates or adverse economic conditions, could adversely affect
the Bank's financial condition and future earnings and, consequently, the ability of the Bank to meet
its future minimum capital requirements.
The Bank is subject to certain restrictions on the amount of dividends that it may declare without
prior regulatory approval. At June 30, 2020, approximately $6.4 million of retained earnings
were available for dividend declaration without prior regulatory approval.
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14.

BENEFIT PLANS
The Company has adopted one Long-Term Incentive Plan covering its Board of Directors
(“Directors”). During the year ended June 30, 2020, the Company merged two previously-adopted
Long-Term Incentive Plans covering the Directors, one for which Company contributions and new
Director participant entry had ceased and a second for which the Company accrued contributions
to Director participant accounts providing the participant continues to be a Director of the
Company. Under the terms of the amended merged Plan, prior to distribution, each Director
participant's account shall be credited with a rate of return on any amounts previously credited,
equal to the highest rate of interest paid by the Company on one-year certificates of deposit, or the
rate of return equal to the dividend-adjusted rate of return on the Company's common stock.
Company contributions and returns thereon are credited to participants' accounts on the effective
date and thereafter shall be fully vested. Account balances may be paid in cash, in ten equal annual
installments beginning during the first quarter of the calendar year which next follows the calendar
year in which the participant ceases to be a Director for any reason, with subsequent payments
being made by the last day of the first quarter of each subsequent calendar year until the participant
has received the entire amount of his account. Notwithstanding the foregoing, a participant may
elect to have their account paid in a lump sum distribution or in annual payments over a period less
than ten years. Any benefits accrued under the plan will be paid from the Company's general assets.
The Company has established a trust in order to hold assets with which to pay benefits. Trust assets,
which are included in the consolidated statement of financial condition, will be subject to the claims
of the Company’s and Bank's general creditors. The Company recorded compensation expense
(compensation expense credit), including accrued contributions, adjustments to the recorded
liability and dividends, adjustments to the recorded liability and dividends paid classified as
compensation expense to the Plan(s) of $(283,000) and $23,000 for the years ended June 30, 2020
and 2019, respectively.
As part of its conversion to a federal stock savings association in 1997, the Bank established an
Employee Stock Ownership Plan (ESOP) to benefit substantially all employees. The ESOP
purchased 105,800 shares of common stock of the Company at the time of the conversion. Cash
contributions to the ESOP are recorded as compensation expense.
The Company had a loan outstanding to the ESOP with a balance of $106,000 and $319,000 as of
June 30, 2020 and 2019, respectively. Proceeds from the loans were used by the ESOP to purchase
shares of stock from participants leaving the plan or exercising diversification rights under the plan.
During the years ended June 30, 2020 and 2019 the Company loaned $0 and $425,000, respectively,
to the ESOP, and during the years ending June 30, 2020 and 2019 repayments were $213,000 and
$156,000, respectively. The notes receivable are secured by common stock of the Company and,
accordingly, the notes receivable are recorded as a reduction of the Company's stockholders' equity.
As the notes are repaid, shares are released from collateral and allocated to employees based on the
proportion of debt service paid in the year.
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The ESOP shares are as follows as of June 30:

Allocated shares
Unallocated shares
Total

2020
88,384
2,421

2019
83,541
7,264

90,805

90,805

The Company made discretionary cash contributions to the ESOP of $226,000 and $196,000 during
the years ended June 30, 2020 and 2019, respectively. The Company is obligated, at the option of
each participant to repurchase shares of the ESOP upon the participant’s termination or after
retirement. The Company obtains a valuation analysis to establish the repurchase price per share
and, during the year ended June 30, 2020, the Company’s repurchase price was $47.06 per share.
The fair value of the unallocated shares was approximately $106,000 and $319,000 as of June 30,
2020 and 2019, respectively. Unallocated shares of the ESOP were not included in the computation
of basic or diluted earnings per share because those shares are not deemed to be outstanding
common stock.
The Company also has a noncontributory 401(k) plan which employees may elect to join after 90
days of employment. Employees may contribute a portion of their compensation up to the IRS
annual maximum permissible contribution.

15.

STOCK INCENTIVE PLANS
2014 Stock Incentive Plan — In November 2014, Company stockholders approved the High
County Bancorp, Inc. 2014 Stock Incentive Plan (2014 Plan), which provides for the grant of
incentive stock options, non-statutory stock options and restricted stock. The Company has 43,900
shares remaining to be awarded under the 2014 Plan.
Unless earlier terminated, the authority to make grants under the 2014 Plan will terminate in 2024
or when no shares remain available for grants and there is no further obligation with respect to any
outstanding award. Employees of the Company or one of its subsidiaries or affiliates, and nonemployee directors, are eligible to be granted awards under the 2014 Plan. The exercise price for
shares under option, or compensation for stock awards, shall be the fair market value as of the date
of the grant.
The 2014 Plan is administered by a committee consisting of the entire Board of Directors (the
Committee). Subject to the terms and conditions of the 2014 Plan, the Committee is authorized to:
select participants; determine the type and number of awards to be granted and the number of shares
to which awards will relate; specify times at which awards will be exercisable or settled; set other
terms and conditions of such awards; waive or amend any terms, conditions, restrictions or
limitations on an award; prescribe forms of award agreements; and make all other determinations
which may be necessary or advisable for the administration of the 2014 Plan. Unless otherwise
determined by the Committee at the time an award is made, a participant's award(s) under the 2014
Plan will vest in full upon the participant's death or disability. In the event a participant's
employment or service is terminated for cause, all unvested awards are forfeited and all unexercised
stock options are cancelled.
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Stock awards made under the Plan are subject to restriction including non-transferability and
forfeiture upon termination of employment or board service. Such restrictions expire
proportionately over a required service period. Restricted shares have full voting and dividend
rights during the restricted period.
Stock Awards — The Company has issued shares of restricted stock to certain officers, directors,
and employees which shares vest over a five year period. A summary of non-vested restricted stock
outstanding and changes as of and for the years ending June 30 follows:
2020
Weighted
Average
Grant Date
Shares
Fair Value

2019
Weighted
Average
Grant Date
Shares Fair Value

Outstanding at beginning of year
Granted
Vested
Forfeited

16,140
15,000
8,540
800

$

37.31
44.62
37.31
37.11

21,520
—
5,380
—

$ 37.31
—
37.31
—

Outstanding at end of year

21,800

$

41.34

16,140

$ 37.31

As of June 30, 2020 and 2019, there was $605,000 and $263,000, respectively, of total
unrecognized compensation cost related to non-vested restricted share based compensation
arrangements, which is expected to be recognized over a weighted average remaining period of
approximately 1.7 and 2.5 years, respectively. Share-based compensation expense, net of derecognition for forfeitures, charged to operations for the years ended June 30, 2020 and 2019 was
$309,000 and $223,000, respectively while the related deferred tax benefit was approximately
$74,000 and $53,000 for each year, respectively.

16.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK
The Company is a party to financial instruments with off-balance sheet risk in the normal course
of business to meet the financing needs of its customers. At June 30, 2020 the Company had
commitments to fund loans of $34,091,000, with interest rates from 2.25% to 5.95%, unfunded
lines of credit and approved and undisbursed balances of construction loans of $44,370,000, and
letters of credit of $4,292,000 The Company makes contractual commitments to extend credit,
which are legally binding agreements to lend money to customers at prevailing interest rates for
specified periods of time. The credit risk involved in issuing these commitments is essentially the
same as that involved in extending loan facilities to customers.
As such, the Company's exposure to credit loss, in the event of non-performance by the
counterparty to the financial instrument, is represented by the contractual amount of those
instruments. The Company applies the same credit standards used in the lending process when
extending these commitments, and periodically reassesses the customers' credit worthiness.
Additional risks associated with these commitments arise when they are drawn upon, such as the
demands on liquidity that the Bank could experience if a significant portion were drawn down at
once. This is considered unlikely, however, as commitments may expire without having been drawn
upon.
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17.

CONCENTRATIONS OF CREDIT RISK
Federal banking regulators have issued guidance using certain criteria to identify institutions that
are potentially exposed to commercial real estate concentration risk to include reported loans for
construction, land development, and other land loans that represent more than 100% of the
institution's total risk-based capital; or total commercial real estate loans representing more than
300% of the institution's total risk-based capital. Although the Bank has a diversified loan portfolio,
as of June 30, 2020 and 2019 the Bank's loans secured by commercial real estate, specifically those
in the category of construction, land development, and other land loans exceeded 100% of the
institution’s total regulatory capital by approximately 23% and 25%, respectively.
The Company originates loans primarily in Chaffee and Fremont Counties, Colorado. Any future
deterioration in the real estate markets could adversely impact borrowers' ability to repay loans
secured by real estate and the value of real estate collateral, thereby increasing the credit risk
associated with the loan portfolio. Although the Company has a diversified loan portfolio, a
substantial portion of its borrowers' ability to repay their loans is dependent upon economic
conditions in the market.

18.

DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Fair value
measurements must maximize the use of observable inputs and minimize the use of unobservable
inputs. There is a hierarchy of three levels of inputs that may be used to measure fair value:
Level 1 Quoted prices in active markets for identical assets or liabilities that the entity can
access at the measurement date
Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities; quoted prices in markets that are not active; or other inputs
that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities
Level 3 Unobservable inputs supported by little or no market activity and are significant to
the fair value of the assets or liabilities
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Recurring Measurements
The following table presents the fair value measurements of assets recognized in the
accompanying balance sheets measured at fair value on a recurring basis and the level within the
fair value hierarchy in which the fair value measurements fall at June 31, 2020 and 2019:

Fair
Value

Quoted Prices Significant
in Active
Other
Markets for
Observable
Identical Assets
Inputs
(Level 1)
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

(rounded to thousands)

2020:
Available-for-sale securities
Municipal bonds
Mortgage-backed securities
Agency notes
SBA securities
Marketable equity securities
Total assets measured at fair value
on a recurring basis

$ 10,207,000
9,489,000
6,420,000
3,457,000
—

$

—
—
—
—
—

$ 10,207,000
9,489,000
6,420,000
3,457,000
—

$

—
—
—
—
—

$ 29,573,000

$

—

$ 29,573,000

$

—

2019:
Available-for-sale securities
Municipal bonds
Mortgage-backed securities
Agency notes
SBA securities
Marketable equity securities

$ 11,202,000
9,333,000
6,234,000
4,793,000
2,122,000

$

—
—
—
—
2,122,000

$ 11,202,000
9,333,000
6,234,000
4,793,000
—

$

—
—
—
—
—

Total assets measured at fair value
on a recurring basis

$ 33,684,000

$

2,122,000

$ 31,562,000

$

—

Following is a description of the valuation methodologies and inputs used for assets measured at
fair value on a recurring basis and recognized in the accompanying balance sheets, as well as the
general classification of such assets pursuant to the valuation hierarchy. There have been no
significant changes in the valuation techniques during the year ended June 30, 2020.
Available-for-sale Securities & Marketable Equity Securities
Where quoted market prices are available in an active market, securities are classified within
Level 1 of the valuation hierarchy. If quoted market prices are not available, then fair values are
estimated by using quoted prices of securities with similar characteristics or independent asset
pricing services and pricing models, the inputs of which are market-based or independently sourced
market parameters, including, but not limited to, yield curves, interest rates, volatilities,
prepayments, defaults, cumulative loss projections and cash flows. Such securities are classified
in Level 2 of the valuation hierarchy. In certain cases where Level 1 or Level 2 inputs are not
available, securities are classified within Level 3 of the hierarchy. The Company had no availablefor-sale securities or marketable equity securities priced with Level 3 inputs.
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Nonrecurring Measurements
The following table presents the fair value measurement of assets measured at fair value on a
nonrecurring basis and the level within the fair value hierarchy in which the fair value
measurements fall at June 30, 2020 and 2019:

Fair Value

Quoted Prices in
Active Markets
for Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

(rounded to thousands)

2020:
Other real estate
owned

$

−

$

−

$

−

$

−

2019:
Other real estate
owned

$

82,000

$

−

$

−

$

82,000

As of June 30, 2020 and 2019, the Company had no liabilities measured at fair value on a
recurring or nonrecurring basis.
Following is a description of the valuation methodologies and inputs used for assets measured at
fair value on a nonrecurring basis and recognized in the accompanying balance sheet, as well as
the general classification of such assets pursuant to the valuation hierarchy. For assets classified
within Level 3 of the fair value hierarchy, the process used to develop the reported fair value is
described below.
Other Real Estate Owned
Other real estate owned (OREO) is carried at the lower of fair value at acquisition date or current
estimated fair value, less estimated cost to sell when the real estate is acquired. Estimated fair
value of OREO is based on appraisals or evaluations. OREO is classified within Level 3 of the
fair value hierarchy.
Appraisals or valuations of OREO are obtained when the real estate is acquired and subsequently
as deemed appropriate by management. Appraisals are reviewed for accuracy and consistency by
management. Appraisers are selected from the list of approved appraisers maintained by
management. Appraisals utilized for the fair value measurements of OREO utilized the valuation
technique of comparable market properties and management applied a marketability discount of
40% (unobservable input) to properties held at June 30, 2019.
Fair Value of Financial Instruments
The following tables present the carrying amounts and estimated fair values of the Company’s
financial instruments not carried at fair value. Receivables and payables due in one year or less,
equity securities without readily determinable fair values and deposits with no defined or
contractual maturities are excluded.
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2020
Carrying
Amount

Fair
Value

2019
Carrying
Fair
Amount
Value

(rounded to thousands)

Financial assets:
Cash & equivalents
Interest-bearing time deposits
Held-to-maturity securities
Loans held for sale
Loans receivable, net
Nonmarketable equity securities
Financial liabilities:
Deposits
FHLB Advances

$ 21,672,000 $21,672,000 $ 8,209,000 $ 8,209,000
1,493,000
1,493,000
2,137,000
2,137,000
529,000
531,000
545,000
552,000
2,709,000
2,709,000
3,650,000
3,650,000
259,625,000 260,775,000 213,217,000 212,031,000
1,002,000
1,002,000
520,000
520,000
281,273,000
10,500,000

281,454,000
10,438,000

244,208,000
60,000

244,037,000
60,000

Cash and Equivalents – The carrying amounts of cash and equivalents approximate fair values and
are Level 1.
Interest-bearing time deposits – The carrying amounts of interest-bearing time deposits
approximate fair values and are Level 1.
Held-to-maturity securities – Fair values for U.S. agency notes, municipal obligations, mortgagebacked securities and SBA securities are valued by a third party based on quoted market prices for
identical or similar assets in active markets. These securities are Level 2.
Loans held for sale – The fair value of loans held for sale is based on what secondary markets are
currently offering for portfolios with similar characteristics; therefore, are Level 2. Carrying
amounts of loans held for sale approximate fair values.
Loans Receivable – The fair value of unimpaired loans is estimated on an exit price basis
incorporating contractual cash flow, estimated prepayments, repricing characteristics and credit
loss assumptions. Fair values for impaired loans are estimated using discounted cash flow analyses
or underlying collateral values, where applicable. The Bank had no impaired loans with specific
reserve allocations at June 30, 2020 and 2019. Loans receivable are Level 3.
Nonmarketable equity securities – Fair value is estimated at book value due to restrictions that limit
the sale or transfer of such securities and are Level 2.
Deposits – The fair values disclosed for non-term deposits are, by definition, equal to the amount
payable on demand at the reporting date. The carrying amounts of variable-rate, fixed-term money
market accounts and time deposits approximate their fair values at the reporting date. Fair values
for fixed-rate time deposits are estimated using a discounted cash flow calculation that applies
interest rates currently being offered on time deposits to a schedule of aggregated expected monthly
maturities on time deposits. Deposit liabilities are Level 2.
FHLB Advances – The fair values are estimated using a discounted cash flow calculation that
applies interest rates currently being offered for an instrument of comparable risk and duration.
FHLB advances are Level 2.
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19.

OTHER NON-INTEREST EXPENSES
Other non-interest expenses consist of the following at June 30:
2020

2019

(rounded to thousands)

20.

Postage
Stationery / supplies
Dues and subscriptions
Advertising / Promotion
Community Support
ATM / debit card processing and costs
Credit report costs
Other

$

167,000
168,000
93,000
88,000
130,000
255,000
129,000
453,000

Total

$ 1,483,000

$

125,000
123,000
72,000
92,000
108,000
222,000
101,000
347,000

$ 1,190,000

CONTINGENCIES AND COMMITMENTS
In the normal course of business, the Company is involved in various legal actions arising in the
ordinary course of business. In the opinion of management, after consultation with legal counsel,
the ultimate disposition of these matters is not expected to have a material adverse effect on the
financial position of the Company.

21.

RELATED PARTY TRANSACTIONS
In the ordinary course of business on substantially the same terms and conditions, including interest
rates and collateral, as those prevailing at the same time for comparable transactions with other
customers, the Company has outstanding loans to principal officers and directors and their affiliates
amounting to $2,249,000 and $2,156,000 at June 30, 2020 and 2019, respectively. During the year
ended June 30, 2020, total principal additions were $748,000 and total principal payments were
$655,000. During the year ended June 30, 2019, total principal additions were $683,000 and total
principal payments were $706,000.
Deposits from principal officers and directors and their affiliates held by the Company at June 30,
2020 and 2019 amounted to $2,695,000 and $2,170,000, respectively.
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22.

CONDENSED FINANCIAL INFORMATION (PARENT COMPANY ONLY)
The following condensed statements summarize the financial position, operating results and cash
flows of High Country Bancorp, Inc.:
2020
2019
(rounded to thousands)
CONDENSED BALANCE SHEET
ASSETS
Cash and cash equivalents
Investment in subsidiaries
Other

$

3,233,000
33,158,000
997,000

$

709,000
25,948,000
242,000

Total assets

$

37,388,000

$

26,899,000

LIABILITIES AND STOCKHOLDERS' EQUITY
Accrued expenses and other liabilities
Stockholders' equity

$

2,521,000
34,867,000

$

135,000
26,764,000

Total liabilities and stockholders' equity

$

37,388,000

$

26,899,000

CONDENSED STATEMENT OF INCOME
Equity in undistributed net income of subsidiaries
Other, net

$

4,529,000
(197,000)

$

4,385,000
(343,000)

Net income

$

4,332,000

$

4,042,000

$

4,332,000

$

4,042,000

CONDENSED STATEMENT OF CASH FLOWS
Operating activities:
Net income
Adjustments to reconcile net income to cash
provided by (used in) operating activities:
Equity in undistributed net income of subsidiary
Restricted stock earned, net of forfeitures
Deferred income taxes
Dividends received
Net ESOP loan payments received (issuance)
Other

(4,529,000)
309,000
84,000
955,000
213,000
(454,000)

Net cash provided by operating activities

(4,385,000)
223,000
(68,000)
2,810,000
(269,000)
(143,000)

910,000

2,210,000

Investing activities:
Investment in subsidiaries

(1,150,000)

—

Net cash used in investing activities

(1,150,000)

—

Financing activities:
Proceeds from private placement common stock offering
Dividends paid
Purchase of common stock held in subsidiary trust

4,235,000
(1,343,000)
(128,000)

—
(1,844,000)
—

Net cash provided by (used in) financing activities

2,764,000

(1,844,000)

Net change in cash

2,524,000

366,000

709,000

343,000

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$
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23.

SUBSEQUENT EVENTS
Subsequent events have been evaluated through September 4, 2020, which is the date the financial
statements were available to be issued.
As a result of the spread of the COVID-19 virus, economic uncertainties have arisen which may
negatively affect the financial position, results of operations and cash flows of the Company,
particularly the allowance for loan losses and related provisions. The duration of these uncertainties
and the ultimate financial effects cannot be reasonably estimated at this time.
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