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Welcome Back!

As we step into 2025, we're excited about the opportunities ahead and
remain committed to providing the best in banking services and
community support. We've got a full year planned and look forward to
keeping you informed on key developments, milestones, and initiatives.

Fraud prevention continues to be a top priority for us in 2025. We've taken
significant strides to protect our customers and have the numbers to
prove it! We encourage all to stay vigilant, and we'll always be here to
guide customers through any challenges they may encounter. In
addition, we have continued community support through volunteering
and donations through the First Security Foundation.

Inside you will find initial information about the April Shareholder's
Meeting and Dinner, along with a note to keep an eye out for tax
information!

We are thrilled to highlight our board of directors in this and upcoming
newsletters. Each quarter, we will spotlight at least one of them to give
you an inside look at the individuals guiding our organization.

Here's to a successful year ahead, full of growth, innovation, and strong
community partnerships!




CVB Snapshot

Assets Liabilities

Cash 117,020 Debt 0

First Security Bank 47,536,099 Other Liabilities 0

Four Keys, LLC 91,322 Capital Stock 2,912,720

Bankers Bank of Madison 793,800 Surplus 7,321,875

Other Investments 6,040 Undivided Profits 49,784,126

Bond Appreciation (11,474,440)

Total 48,544,281 Total 48,544,281

Income Expenses

Dividends- First Security 250,000 Director Fees 202,007

Dividends- Other Investments 12,950 Interest Expense 132,577

Undistributed Earnings- First Security 1,620,610 Misc. Expense 6,138

Unrealized Income- Bankers Bank Stock 41,640 Expense 340,722
Unrealized Loss- Four Keys, LLC (23,252)
Interest Income 1,290

Gross Income 1,903,238 Net Income 1,562,516

Year End: 2022 2023 2024 b
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Fourth Quarter Updates

Cedar Valley Bankshares -

Financial Performance

A look back, a look ahead

As we look at 2025, we have one overriding goal, and that is to restore the
dividend. Accomplishing this will require that we continue to improve earnings.
We have already taken several steps to improve earnings and will continue to
make additional changes for further improvements. These changes include, but
are not limited to, organizational changes, pricing, and credit risk management.
We are also focused on improving our employee engagement and job
satisfaction to reduce the cost of employee turnover and to improve productivity.

In 2024, we addressed the impact of some loans placed on the books
predominantly in 2019 and 2020.We have worked through many of these loans
with only minimal charge offs and have reduced our exposure to out-of-area
commercial real estate. This represented excellent efforts from both our lending
and credit areas. It should be noted that those responsible for originating these
loans are no longer with the bank.

We also completed the sale of Union House. Completing this effort has allowed
leadership to shift efforts that had previously gone to managing, maintaining,
and marketing the property to efforts that are improving our results. While Union
House was in an LLC entirely owned by Cedar Valley Bankshares, it nonetheless
required time from bank employees to oversee it.

Back-office functions out of two different locations in downtown Charles City
were consolidated into a single location. This allowed us to sell a building that we
owned, realizing a gain, and to stop paying rent on a second location. Through
this consolidation we were able to relocate some lending operations functions to
be physically closer to our Charles City lending function as well as our credit
department, improving efficiency. We did rent space in Union House from the
new owners to have a place for back-office functions including accounting,
marketing, and HR.

A loan operations system was implemented that has improved controls,
processes, and efficiencies in our lending and credit areas. It also improves our
customer experience by decreasing the cycle time on loan decisions and
ensuring that we have the proper documentation up front. We continue to make

improvements to this system.




In 2024, we brought in a new Chief Lending Officer, Scott Smits. Under his
leadership, we've focused more on customer service, improved credit risk
mManagement processes, and improving our pricing to ensure that we are
compensated for the service that the bank provides as well as the risks we are
managing. While the actions were taken in 2024, the benefits will be realized in
2025 and later years.

Operating results are improving and have been since early in Q3 of 2024. Most of
the bank’s revenue comes from our Net Interest Margin, the difference between
what we earn on loans and investments, less what we pay for deposits and
wholesale funding.

To provide the foundation to further improve our operating results we updated
our stated Core Values. The goal was to develop a set of standards that can be
used to hold us accountable, to drive results that improve returns to
shareholders, and lift employee engagement. The Senior Team collaborated and
developed the following set of Core Values:

Passion

Innovation

Collaboration

Life-Long Learning

Service

These values have already been used in making employment decisions as well as
other decisions that have been a part of the improvements we are already
witnessing in our operating results.

As we went through the second half of the year, yields on loans and investments
were rising even as our funding costs began to decline. As a result, we have seen
meaningful improvement in our operating results.

As we work to continue to build on the legacy of the nearly 122-year history of
First Security Bank and Trust, and by extension, Cedar Valley Bankshares, we are
grateful for the trust you have placed in us. The results that the 110 employees of
the bank are achieving are improving and we look forward to restarting your
dividend.

Briilfs K Hbudipan

President/CEO FSBT Chairman of th& Board
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Investments with Bobbi:
Key Retirement & Tax Numbers for 2025

Every year, the Internal Revenue Service announces cost-of-living adjustments
that affect contribution limits for retirement plans and various tax deduction,
exclusion, exemption, and threshold amounts. Here are a few of the key
adjustments for 2025.

Estate, gift, and generation-skipping transfer tax
e The annual gift tax exclusion (and annual generation-skipping transfer tax
exclusion) for 2025 is $19,000, up from $18,000 in 2024.
e The gift and estate tax basic exclusion amount (and generation-skipping
transfer tax exemption) for 2025 is $13,990,000, up from $13,610,000 in 2024.

Standard deduction
A taxpayer can generally choose to itemize certain deductions or claim a
standard deduction on the federal income tax return. In 2025, the standard
deduction is:

e $15,000 (up from $14,600 in 2024) for single filers or married individuals filing

separate returns
e $30,000 (up from $29,200 in 2024) for married joint filers
e $22,500 (up from $21,900 in 2024) for heads of households

The additional standard deduction amount for the blind and those age 65 or
older in 2025 is:
e $2,000 (up from $1,950 in 2024) for single filers and heads of households
e $1,600 (up from $1,550 in 2024) for all other filing statuses

Special rules apply for an individual who can be claimed as a dependent by
another taxpayer.
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