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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-0Q
(Mark One)

[ X ] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 1996
or

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 0-27404

PFF BANCORP, INC.

(Exact name of registrant as specified in its charter)

DELAWARE 95-4561623
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
350 SOUTH GAREY AVENUE, POMONA, CALIFORNIA 91766
(Address of principal executive offices) (Zip Code)

(909) 623-2323

(Registrant's telephone number, including area code)

Not Applicable
(Former name, former address and former fiscal year,
if changed since last report)

Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. [X] Yes [_] No

The registrant had 19,837,500 shares of common stock, par value $.01 per
share, outstanding as of November 12, 1996.
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PART I -- FINANCIAL INFORMATION (UNAUDITED)

ITEM 1. FINANCIAL STATEMENTS.

PFF BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS
(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

(UNAUDITED)
<TABLE>
<CAPTION>
SEPTEMBER 30, MARCH 31,
1996 1996
<S> <C> <C>
ASSETS
Cash and cash equivalents. . ...ttt ittt et ettt teaeeenen S 34,759 175,904
Certificates Of dePOSit. ittt it it it ittt i i - 190
Loans held for sale at lower of cost or fair value (net of valuation
allowance of $130 and $350 at September 30, 1996 and March 31, 1996)....... 2,584 6,015
Investment securities held-to-maturity (estimated fair value of $7,413 and
$28,109 at September 30, 1996 and March 31, 1996) ... vt it inneineneenennenn 7,220 28,026
Investment securities available-for-sale, at fair value.........iuiuiueenn.. 39,536 9,932
Mortgage-backed securities held-to-maturity (estimated fair value of
$6,094 and $7,180 at September 30, 1996 and March 31, 1996)................ 6,056 7,134
Mortgage-backed securities available-for-sale, at fair value................ 526,492 125,588
Loans reCeivable, Mt ... u i ittt ittt ettt ettt ettt et eeeeaaaaaaaannas 1,781,128 1,574,935
Federal Home Loan Bank (FHLB) stock, at CoSt....iiiiiiiiiiiiiiiiiieeeennn 24,750 15,891
Accrued interest receivable. ... ..t e e e 14,876 10,819
Real €5Late, M.t ittt ittt ittt ettt ettt ettt e ettt 8,892 7,644
Property and equipment, Net ... ...ttt ittt ittt ittt 24,711 24,673
Prepaid expenses and Other assSetsS.. ...ttt it ttteeenenanneneneennns 14,548 21,388
TOtAl ASSEE St ittt ittt ettt ettt eeeeeeeeeeeeeeaeeeeenennnannnnnnnnnas $2,485,552 2,008,139
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
1S T F i = $1,675,660 1,682,073
FHLB advances and other DOrrowWingsS. ... ...t iiiiitn ittt ennenenns 495,000 19,722
Accrued expenses and other liabilities.........iniiiiiii it ininnnnenns 28,032 17,273
Total liabilities. ittt ittt ettt 2,198,692 1,719,068
Commitments and CONLINgENCIES . @t vttt ittt ettt ettt et et ettt eaeeeneeneennn - -
Stockholders' equity:
Preferred stock, $.01 par value. Authorized 2,000,000

shares; none issued and outstanding............i ittt - -
Common stock, $.01 par value. Authorized 59,000,000

shares; issued and outstanding 19,837,500 at September 30,

1996 and March 31, L1006, ..ttt ittt ittt ittt ettt e 198 198
Additional paid-—in Capital. ...ttt ittt ittt e e e e e 193,803 193,677
Retained earnings, substantially restricted...........iiiiiiiiiiiinnnnnnn 108,195 110,187
Unearned ESOP ShAreS . . i i i ittt ettt eeeeeeeeeeeeeeeeeeeeeeeeeeeessanaanaannns (15,077) (15,870)
Unrealized gains (losses) on securities available-for-sale, net........... (259) 879

Total stockholders' equUity.. ...ttt ittt ittt ittt ittt 286,860 289,071
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</TABLE>

Total liabilities and stockholders' equity.......oeiiiiinnnn.n. $2,485,552

2,008,139

See accompanying notes to unaudited consolidated financial statements

PFF BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS
(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

(UNAUDITED)
<TABLE>
<CAPTION>
THREE MONTHS ENDED
SEPTEMBER 30,
1996 1995
<S> <C> <C>
Interest income:
MOXEJAGgE LOAMS . vttt ittt ettt at ittt e it ettt et $ 32,451 29,536
Non-mMOrtgage LoaNS. .t tnen e eeneneneenenenennns 552 561
Mortgage-backed securities........ ..ot 6,066 3,151
Investment securities and deposits......... ..o 1,433 1,316
Total Interest INCOME. ... iiit ittt eeneeeneeenneennns 40,502 34,564
Interest On dePOSitS .ttt ittt ittt ettt 19,784 20,946
Interest ON DOXrOWINGS . . v it ittt ittt ettt een e 4,362 1,450
Total interest eXPEeNnSEe. .. ...ttt ittt innennns 24,146 22,396
Net interest income........ ..ot 16,356 12,168
Provision for loan 10SSES. ... .ttt 3,071 1,612
Net interest income after provision for loan losses.. 13,285 10,556
Non-interest income:
Other fees and charges....... .ot 2,279 1,737
Mortgage loan servicing fees..........iuiiiiiiiiiiiiinn. 209 254
Gain (loss) on sale of loans, net......... ... 27 23
Other non-interest income.......... . ... 48 25
Total non-interest INCOME. ... v ittt ittt eeneennnennnns 2,563 2,039
Non-interest expense:
General and administrative:
Compensation and benefits....... ... 5,410 4,938
Occupancy and equipment...... ...t iiinnnenennnn 2,825 2,529
Marketing and professional services................ ... 666 347
Other non-interest exXpPense........cieiiiiinennrnenennnn 2,663 2,124
Total general and administrative..................... 11,564 9,938
SAIF recapitalization assessment.........c..oeeeeeeenennn. 10,900 -
Real estate operations, net..........iiuiiiiiiiiiinnnen. 140 878
Total non-interest exXpense.........oiiiiiiiininnnnnn. 22,604 10,816
Earnings (loss) before income taxes................ (6,756) 1,779
Income taxes (benefit) ... ..t tieneiennennn (2,339) 770
Net €arnings (1OSS) v uuuve v etneeeeneeeennneennenennn $ (4,417) 1,009
Earnings (loss) per share..........oiiiiiiiiiinnnen. $(0.24) N/A
Weighted average shares outstanding for
earnings (loss) per share calculation............. 18,316,625 N/A

</TABLE>

See accompanying notes to unaudited consolidated financial statements.
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PFF BANCORP,

<TABLE>
<CAPTION>

<S>
THREE MONTHS ENDED
SEPTEMBER 30, 1996

Balance at June 30, 1996....
Net 10SS.uiiiiiiiinininnnnnn
Amortization of shares

under employee

stock ownership plan

(ESOP) v vttt i ittt iiiiee

Changes in unrealized

gains (losses) on
securities
available-for-sale,

9L o

THREE MONTHS ENDED
SEPTEMBER 30, 1995

Balance at June 30, 1995....
Net earnings............c....

Changes in unrealized

gains (losses) on
securities
available-for-sale,
net....... .t

</TABLE>

See accompanying notes to the unaudited consolidated financial

PFF BANCORP,

(DOLLARS IN THOUSANDS,

<TABLE>
<CAPTION>

<S>

SIX MONTHS ENDED

SEPTEMBER 30, 1996

Balance at March 31, 1996...
Net 10SS..iviiiiiinininn..
Amortization of shares
under employee

stock ownership plan

INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF STOCKHOLDERS'
(DOLLARS IN THOUSANDS,

EQUITY

EXCEPT SHARE DATA)

(UNAUDITED)
UNREALIZED
RETAINED GAINS (LOSSES)
ADDITIONAL EARNINGS, UNEARNED ON SECURITIES
NUMBER OF COMMON PAID-IN SUBSTANTIALLY ESOP AVAILABLE-FOR-

SHARES STOCK CAPITAL RESTRICTED SHARES SALE, NET TOTAL
<C> <C> <C> <C> <C> <C> <C>
19,837,500 $198 $193,721 $112,612 $(15,473) S (578) $290,480

- - - (4,417) - - (4,417)
- - 82 - 396 - 478
- - - - - 319 319
19,837,500 $198 $193,803 $108,195 $(15,077) $  (259) $286,860
- S - S - $108,338 $ - $  (67) $108,271
- - - 1,009 - - 1,009
- - - - - 64 64
- s - S - $109, 347 $ - $ (3) $109,344
statements.
5
INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
EXCEPT SHARE DATA)
(UNAUDITED)
UNREALIZED

RETAINED GAINS (LOSSES)

ADDITIONAL EARNINGS, UNEARNED ON SECURITIES

NUMBER OF COMMON PAID-IN SUBSTANTIALLY ESOP AVAILABLE-FOR-

SHARES STOCK CAPITAL RESTRICTED SHARES SALE, NET TOTAL
<C> <C> <C> <C> <C> <C> <C>
19,837,500 $198 $193,677 $110,187 $(15,870) $ 879 $289,071

- - - (1,992) - - (1,992)
- - 126 - 793 - 919

(ESOP) v v vt i i i i iiieae
Changes in unrealized
gains (losses) on
securities
available-for-sale,
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1996, i 19,837,500 $198 $193,803 $108,195 $(15,077) $  (259) $286,860

SIX MONTHS ENDED

SEPTEMBER 30, 1995

Balance at March 31, 1995... - s - S - $108,122 S - S (69) $108,053
Net earnings..........c...... - - - 1,225 - - 1,225
Changes in unrealized

gains (losses) on

securities

available-for-sale,

S - s - $ - $109, 347 $ - $ (3) $109,344

</TABLE>
See accompanying notes to the unaudited consolidated financial statements.
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PFF BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN THOUSANDS)

(UNAUDITED)
<TABLE>
<CAPTION>
SIX MONTHS ENDED
SEPTEMBER 30,
1996 1995
<S> <C> <C>
Cash flows from operating activities:
Net €arNinNgsS (LOSS) t vttt ittt it ettt et e e ettt et e e ettt a et ee et teaeeeeeeaaaaaaaanns $ (1,992) 1,225
Adjustments to reconcile net earnings (loss) to net cash
provided by operating activities:
Amortization of premiums (discounts) on loans, investments
and mortgage-backed secUrities. ...t i i e e 1,051 (754)
Amortization of deferred loan origination fees....... .ottt i (532) (1,324)
Loan fees ColleCtad. vttt ittt it ittt ittt i e e (534) 571
Dividends on FHLB StOCK. .ttt ittt ittt ittt ittt it ittt it i e (452) (316
Provisions for losses on:
= 5'o = J 7,766 3,136
ST A = T o Y (1,221) 500
Net (gain) loss on sales of loans, mortgage-backed securities
available-for-sale, real estate and property and equipment..............coovu.n. (316) 26
Depreciation and amortization of property and equipment............ ... 1,524 1,648
Loans originated for Sale. ...ttt ittt ittt ittt ittt ittt (6,409) (1,910)
Proceeds from sale of loans held fOr Sale. ...ttt ttnetteeeeeeeeeeneeeneanns 9,691 1,327
Amortization Of ESOP ShareS. ...ttt ittt ittt ittt ittt et ineineneenennenns 919 -
(Increase) decrease in:
Accrued expenses and other 11abilities. ...t it itn e teeeneeeneenenennns 11,583 1,820
Accrued interest receivable. ...ttt ittt ettt ettt ettt et e (4,057) (1,683)
Prepaid expenses and other assets....... ..ottt ittt iiiiiininennnn 6,839 2,314
Net cash provided by operating activities.......... ... .. L., 23,860 6,680
Cash flows from investing activities:
Net (purchase) maturities of long-term certificates of deposit........... ... ..... 190 5,000
Loans originated for investment...... ...ttt ittt ittt ittt (317,099) (123,061)
Increase (decrease) 1in construction 1loans 1IN PrOCESS. ...ttt it eeeeneeenaennnnn 15,083 (1,292)
Purchases of loans held for Investment. . ... ...ttt ittt ittt eeeeeeeeeeeeeeennnnn (28,292) -
Principal payments ON LOaIS . .. vt iu ittt tte et teeeeaeeeneeeneeeeeeeeneeenannn 112,275 90,001
Principal payments on mortgage-backed securities held-to-maturity................ 1,078 10,147
Principal payments on mortgage-backed securities
avallable—for=—sale. ..t e e e e e et e e e 23,496 -
Purchases of investment securities available-for-sale........iiuitiiieeenneeennnnn (30,914) (69,482)
Purchases Of FHLB STOCK .ttt ittt it ittt ittt ettt ettt eeeaeeeneeeeeeeeeeeeneaenaenn (8,406) -
Purchase of mortgage-backed securities held-to-maturity..........oeiiiiienennnn. - (31,952)
Purchases of mortgage-backed securities available-for-sale..........ciiiiiienin... (426,800) -
Proceeds from maturities of investment SEeCUritieS......iiieiiit et eeneeennennnn 20,870 71,120
Proceeds from maturities of investment
securities available—for—Sale. ...ttt ittt it ittt 1,305 -

(Continued)
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</TABLE>

PFF BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN THOUSANDS)
(UNAUDITED)

<TABLE>
<CAPTION>

<S>
Investment in real estate. ... ...ttt i i i e e e
Proceeds from sale of real estate..... ...l i i i i
Purchases of property and equUipment .. ... ..ttt it ittt eteeneneeneneneeeeneanns
Proceeds from sale of property and eqUIpmMEeNnt. ... ...ttt ittt e neeneeeeeenenanns

Net cash used in investing activities....... ..o,

Cash flows from financing activities:
Proceeds from FHLB advances and other borrowings...........oiuiiiiiiiininnnennn.
Repayment of FHLB advances and other borrowings..............iiiiiiiiiiinnenn..
Net change 1n AePoOSitS . ittt ittt e ettt et ettt tae et eeaeeeaenas

Net cash provided by financing activities......c..iuiiii ittt innenenenns

Net (decrease) increase in cash and cash equivalents............... ...
Cash and cash equivalents, beginning of period........ ...

Cash and cash equivalents, end of period...... ..ttt iiiiinenenns

Supplemental information:
Interest paid, including interest credited....... ...ttt ininnenenenns
INCOmME taAXES PaAl. i v ittt ittt it et e et et ettt ettt e ettt et e e e
Non-cash investing and financing activities:
Change in unrealized gain (loss) on securities
availlable—for—sale. ..ttt i i e e e et e e i e e
Net transfers from loans receivable to real estate......... i,
Loans originated for the sale of real estate acquired
in settlement Of 1OANS . ..ttt ittt ittt ittt it e e

</TABLE>

See accompanying notes to unaudited consolidated financial statements.

PFF BANCORP, INC. AND SUBSIDIARY
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(1) Basis of Consolidation

Effective March 28, 1996, pursuant to a plan of conversion, Pomona First Federal
Savings and Loan Association (the Association) reorganized from a federally
chartered mutual savings and loan association to Pomona First Federal Bank &
Trust (the Bank), a federally chartered stock savings bank. PFF Bancorp, Inc.
(the Bancorp) was incorporated under Delaware law in October 1995 for the
purpose of acquiring and holding all of the outstanding capital stock of the
Bank as a part of the Bank's conversion. Any references to financial
information for periods before March 28, 1996, refer to the Association prior to
conversion.

The accompanying consolidated financial statements include the accounts of PFF
Bancorp, Inc. and subsidiary (the Company) Pomona First Federal Bank & Trust.
The Company's business is conducted primarily through Pomona First Federal Bank
& Trust and subsidiary, Pomona Financial Services, Inc. Pomona Financial
Services, Inc. includes the accounts of Diversified Services, Inc. and PFF
Insurance Service. All material intercompany balances and transactions have
been eliminated in consolidation.

The accompanying unaudited consolidated financial statements have been prepared
in accordance with generally accepted accounting principles for interim
financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and
footnotes required by generally accepted accounting principles for complete
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SIX MONTH ENDED
SEPTEMBER 30,

1996 1995
<C> <C>
(695) (354)
5,607 5,540
(1,572) (533)
4 21
(633,870) (44,845)
631,200 212,819
(155,922)

(6,413) 22,480
468,865 53,424
(141,145) 15,159
175,904 30,0098

$ 34,759 45,257

41,843 43,880

1,838 -

1,962 112

4,468 7,254

736 1,035
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financial statements. In the opinion of management, all adjustments (consisting
principally of normal recurring accruals) necessary for a fair presentation have
been included.

The results of operations for the three and six months ended September 30, 1996
are not necessarily indicative of results that may be expected for the entire
fiscal year ending March 31, 1997.

(2) Recent Accounting Pronouncements

In May 1995, the FASB issued Statement of Financial Accounting Standards No. 122
(SFAS 122), "Accounting for Mortgage Servicing Rights," an amendment to
Statement of Financial Accounting Standards No. 65. SFAS 122 requires an
institution that purchases or originates mortgage loans and sells or securitizes
those loans with servicing rights retained to allocate the total cost basis of
the mortgage loans to the mortgage servicing rights and the loans (without the
mortgage servicing rights) based upon their relative fair values. In addition,
institutions are required to assess impairment of the capitalized mortgage
servicing portfolio based upon the fair value of those rights on a stratified
basis with any impairment recognized through a valuation allowance for each
impaired stratum. Capitalized mortgage servicing rights are stratified based
upon one or more of the predominate risk characteristics of the underlying loans
such as loan type, size, note rate, date of origination, term and/or geographic
location. SFAS 122 was effective for fiscal years beginning after December 15,

PFF BANCORP, INC. AND SUBSIDIARY
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

1995. The implementation of this standard as of April 1, 1996 did not have a
material effect on the Company's operations.

In June 1996, the FASB issued Statement of Financial Accounting Standards No.
125 (SFAS 125), "Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities". SFAS 125 provides accounting and reporting
standards for transfers and servicing of financial assets and extinguishments of
liabilities based on consistent application of a financial-components approach
that focuses on control. It distinguishes transfers of financial assets that
are sales from transfers that are secured borrowings. Under the financial-
components approach, after a transfer of financial assets, an entity recognizes
all financial and servicing assets it controls and liabilities it has incurred
and derecognizes financial assets it no longer controls and liabilities that
have been extinguished. The financial-components approach focuses on the assets
and liabilities that exist after the transfer. Many of these assets and
liabilities are components of financial assets that existed prior to the
transfer. If a transfer does not meet the criteria for a sale, the transfer is
accounted for as a secured borrowing with pledge of collateral. SFAS 125 is
effective for transfers and servicing of financial assets and extinguishments of
liabilities occurring after December 31, 1996 and should be applied
prospectively. Management has not yet evaluated the effect of SFAS 125, if any,
on the Company's financial condition or operations.
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PFF BANCORP, INC. AND SUBSIDIARY

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS.

ASSET/LIABILITY MANAGEMENT

The Company's earnings depend primarily on its net interest income. Net
interest income is affected by (i) the amount of interest-earning assets and
interest-bearing liabilities, and (ii) the difference between yields on
interest-earning assets and costs on interest-bearing liabilities ("interest
rate spread"). Changes in interest rate spread and net interest income are
influenced to a significant extent by the repricing characteristics of interest-
earning assets and interest-bearing liabilities ("interest rate risk").

The Company currently utilizes the following strategies to manage interest rate
risk: (i) emphasizing the origination of adjustable-rate one-to-four family
mortgage loans for portfolio, (ii) selling to the secondary market substantially
all fixed-rate mortgage loans originated, (iii) purchasing adjustable-rate and
balloon maturity mortgage-backed securities; and (iv) managing the overall
interest rate sensitivity of liabilities by varying the maturities of deposits
and diversifying funding sources to include FHLB advances and other borrowings.

The matching of assets and liabilities may be analyzed by examining the extent
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to which such assets and liabilities are "interest rate sensitive" and by
monitoring an institution's interest rate sensitivity "gap." An asset or
liability is said to be interest rate sensitive within a specific time period if
it will mature or reprice within that time period. The interest rate
sensitivity gap is defined as the difference between the amount of interest-
earning assets maturing or repricing within a specific time period and the
amount of interest-bearing liabilities maturing or repricing within that time
period. A gap is considered positive when the amount of interest rate sensitive
assets exceeds the amount of interest rate sensitive liabilities. A gap is
considered negative when the amount of interest rate sensitive liabilities
exceeds the amount of interest rate sensitive assets. During a period of rising
interest rates, therefore, a negative gap theoretically would tend to adversely
affect interest rate spread, while a positive gap would tend to result in an
increase in interest rate spread. Conversely, during a period of falling
interest rates, a negative gap position would theoretically tend to result in an
increase in interest rate spread while a positive gap would tend to affect
interest rate spread adversely.

At September 30, 1996, the Company's one-year interest sensitivity gap as a
percentage of total assets was 7.30%. The following table sets forth the
amounts of interest-earning assets and interest-bearing liabilities outstanding
at September 30, 1996, which are anticipated by the Company, based upon certain
assumptions, to reprice or mature in each of the future time periods shown. The
amount of assets and liabilities shown which reprice or mature during a
particular period were determined on the basis of contractual maturities,
anticipated prepayments, and scheduled rate adjustments.

11

PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)

Certain shortcomings are inherent in the method of analysis presented in the
following table as it does not necessarily indicate the impact of general
interest rate movements on the Company's interest rate spread because the
repricing of certain categories of assets and liabilities is subject to
competitive and other pressures beyond the Company's control. For example,
although certain assets and liabilities may have similar maturities or periods
to repricing, they may react in different degrees to changes in market interest
rates. Also the interest rates on certain types of assets and liabilities may
fluctuate in advance of changes in market interest rates, while interest rates
on other types may lag behind changes in market rates. Further, in the event of
a change in interest rates, prepayment and early withdrawal levels would likely
deviate significantly from those assumed in calculating the table. As a result,
certain assets and liabilities indicated as maturing or otherwise repricing
within a stated period may, in fact, mature or reprice at different times and at
different volumes.

Another method of analyzing an institution's exposure to interest rate risk is
by measuring the change in the institution's net portfolio value ("NPV") under
various interest rate scenarios. NPV is the difference between the net present
value of assets, liabilities and off-balance sheet contracts. An NPV ratio, in
any interest rate scenario, is defined as the NPV in the scenario divided by the
market value of assets in the same scenario. The sensitivity measure is the
decline in the NPV ratio, in basis points, caused by a 2% increase or decrease
in rates, whichever produces a larger decline. The higher an institution's
sensitivity measure is, the greater its exposure to interest rate risk is
considered to be. The OTS produces an analysis using its own model, based upon
data submitted on the Bank's quarterly Thrift Financial Report. The Bank also
calculates its NPV ratio utilizing an internal simulation model. The results of
the OTS model may vary from the Bank's internal model primarily due to
differences between assumptions utilized in the Bank's internal model and the
OTS model, including estimated loan market rates, prepayment rates, reinvestment
rates and deposit decay rates. The OTS has incorporated an interest rate risk
component into its regulatory capital rule. Under the rule, an institution
whose sensitivity measure exceeds 2% would be required to deduct an interest
rate risk component in calculating its total capital for purpose of the risk-
based capital requirement. The OTS has postponed the date that the component
will first be deducted from an institution's total capital to provide themselves
with an opportunity to review the interest rate risk proposals issued by the
other federal banking agencies. As of June 30, 1996 (the latest date for which
OTS data is available) the Bank's sensitivity measure, as measured by the OTS,
was negative 2.63%. At that same date, the sensitivity measure as measured by
the Bank, was negative 1.80%. The Bank compares and reconciles the NPV ratio
results from the OTS with those from its internally generated model and provides
this information to management and the Board of Directors on a quarterly basis.
If the OTS interest rate risk regulatory capital rule was implemented, and an
interest rate risk capital component deducted from the Bank's risk-based
capital, based upon the ratio of negative 2.63%, at September 30, 1996 the
Bank's risk-based capital would have been reduced by $6.7 million and the Bank's
ratio of risk-based capital to adjusted total assets would have been reduced
from 17.14% to 16.63%, which would remain above the required level of 8%.
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PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)

The Bank utilizes simulation modeling to project the interest income and expense
that will be generated from interest-earning assets and interest-bearing
liabilities using the rate, maturity and repricing characteristics of each
individual interest sensitive asset or liability. The simulation modeling is
performed under several hypothetical interest rate scenarios utilizing
prepayment rate and other customer behavior assumptions tailored to the Bank's
asset and liability products. The simulation modeling is utilized by management
to analyze the projected impact of hypothetical interest rate scenarios on the
net interest income to be generated by the Bank from the current as well

as projected asset and liability rate, maturity and repricing structures and is
a essential element of the asset/liability management process conducted by the

Bank.
13
PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)
<TABLE>
<CAPTION>
More than 3 More than 6 More than 12 More than 3
3 Months Months to 6 Months to Months to Years to More than
or Less Months 12 Months 3 Years 5 Years 5 Years Total
<S> <C> <C> <C> <C> <C> <C> <C>
Interest-earning assets:
Interest-earning deposits & short-term
investments. ...ttt i e S 18,652 $ - $ - $ - $ - $ - $ 18,652
Investment securities, net(l).............. 9,668 203 10,437 14,430 6,938 5,287 46,963
Mortgage-backed securities................. 66,076 90,394 137,791 75,554 60,919 98,700 529,434
Loans receivable, net(2).......cvviviunon.. 1,044,289 351,837 104,641 221,290 30,329 61,636 1,814,022
FHLB StOCK. .ttt ittt it ittt i i ea e 24,750 - - - - - 24,750
Total interest-earning assets........ 1,163,435 442,434 252,869 311,274 98,186 165,623 2,433,821
Unamortized premiums (discounts) and
deferred loans fees(3)....ciiiiiinnnn.. (378) (127) (38) (80) (11) (22) (656)
Allowance for loan 10SS€S......cuiviuiennnn. - - - - - (25,658) (25,658
Net interest-earning assets.......... 1,163,057 442,307 252,831 311,194 98,175 139,943 2,407,507
Non-interest earning assets................ - - - - - 78,045 78,045
Total @SSetS. ittt ennnns $1,163,057 $442,307 $252,831 $311,194 $ 98,175 $217,988 $2,485,552
Interest-bearing liabilities:
Money market savings accounts.............. S 11,199 $ 11,199 $ 22,397 $ 89,588 $ 8,410 $ - $ 142,793
Passbook @CCOUNES. v vttt n ittt it ieeeeennn 6,644 6,644 13,287 53,148 53,148 20,206 153,077
NOW and other demand deposit accounts...... 6,092 6,092 12,184 48,735 48,735 7,045 128,883
Certificate accounts.......... .. v 372,609 210,503 522,920 110,297 34,016 562 1,250,907
BOrXOWINGS . vt ittt ittt i it ettt i e 135,000 145,000 195,000 20,000 - - 495,000
Total interest-bearing liabilities... 531,544 379,438 765,788 321,768 144,309 27,813 2,170,660
Non-interest-bearing liabilities........... . N - . = 28,032 28,032
Stockholders' equity.....ccviiiiiiiinnn. - - - - - 286,860 286,860
Total liabilities and stockholders'
equity. v e $ 531,544 $379,438 $765,788 $321,768 $144,309 $342,705 $2,485,552
Interest sensitivity gap....eeeeeueneennnn. $ 631,513 $ 62,869 ($512,957) ($ 10,574) ($ 46,134) $112,130
Cumulative interest sensitivity gap........ $ 631,513 $694,382 $181,425 $170,851 $124,717 $236,847
Cumulative interest sensitivity gap as a
percentage of total assets................ 25.41% 27.94% 7.30% 6.87% 5.02% 9.53%
Cumulative interest-earning assets as a
percentage of cumulative interest-bearing
liabilities. . ittt 218.88% 176.28% 110.85% 108.58% 105.85% 112.12%
</TABLE>
(1) Includes investment securities held-to-maturity of $7.2 million which

reprice or mature as follows: more than six to twelve months, $6.5 million
and more than three to five years, $714,000.
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For purposes of the gap analysis, loans receivable is net of loans in
process and includes non-performing loans and loans held for sale but is
not reduced for the allowance for loan losses, unamortized discounts, net

and deferred loan origination fees, net.

Includes loans receivable held

for sale of $2.7 million which reprice in more than five years.
Unamortized premiums (discounts) and deferred loan fees are related to
loans receivable and mortgage-backed securities.
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PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS

(CONTINUED)

AVERAGE BALANCE SHEETS
The following table sets forth certain information relating to the Company for

the three and six months ended September 30,

1996 and 1995. The yields and costs

are derived by dividing income or expense by the average balance of assets or
liabilities, respectively , for the periods shown. Average balances are derived

from average daily balances.

considered adjustments to yields.

<TABLE>
<CAPTION>

<S>

ASSETS:
Interest-earning assets
Interest-earning deposits and short-term
investments. ...t i e
Investment securities, net (1) (2).............
Mortgage-backed securities, net (1) (5).........
Loans receivable, net(3) (4) «vv i ieneennnn.
FHLB stock. ...ttt i i

Total interest-earning assets...............

Non-interest-earning assets.........ccvuivuvn.n.

Total assets. ...,

LIABILITIES AND STOCKHOLDERS' EQUITY:
Interest-Bearing Liabilities
Passbook accounts.......ovuiiiiiiiiniiaan,
Money market savings accounts................
NOW and other demand deposit accounts........
Certificate accounts.......... . ...

Total depositsS. v ittt

FHLB advances and other borrowings...........
Other(8) «v v i i i i

Total borrowed funds............. ...

Total interest-bearing liabilities........

Non-interest-bearing liabilities..............

Total liabilities.......c.iviiiiiiinnnn.

Stockholders' equUity. ..o,

Total liabilities and stockholders'
Lo B

Net interest income before provisions for
108N 10SSES . ittt it e e e e

Net interest rate spread(6) .......c.cvueeeenen..
Net interest margin(7) .....c.cuiiiiiinnenenann.
Ratio of interest-earning assets to interest-

bearing liabilities........oiiiiiiiiiiinnn
</TABLE>

The yields and costs include fees which are

THREE MONTHS ENDED SEPTEMBER 30,

AVERAGE AVERAGE AVERAGE AVERAGE
BALANCE INTEREST YIELD/COST BALANCE INTEREST YIELD/COST

(DOLLARS IN THOUSANDS)

<C> <C> <C> <C> <C> <C>

26,469 s 341 $ 5.15% $ 23,996 $ 343 $5.72%
48,941 820 6.70 50,423 779 6.18
347,338 6,066 6.99 177,496 3,151 7.10
1,746,198 33,003 7.56 1,555,502 30,097 7.74
16,724 272 6.51 14,552 194 5.33
2,185,670 40,502 7.41 1,821,969 34,564 7.59
76,396 76,842
$2,262,066 $1,898,811
158,104 1,245 3.12 $ 106,476 541 2.04
139,082 1,050 2.99 162,470 1,015 2.51
134,057 283 0.84 122,326 282 0.93
1,234,598 17,206 5.53 1,280,829 19,108 5.92
1,665,841 19,784 4.71 1,672,101 20,946 4.97
275,273 3,943 5.68 93,264 1,413 6.01
3,181 419 52.26 3,771 37 3.89
278,454 4,362 6.21 97,035 1,450 5.93
1,944,295 24,146 4.93 1,769,136 22,396 5.02
27,512 20,141
1,971,807 1,789,277
290,259 109,534
$2,262,066 $1,898,811
$16,356 $12,168
2 2.57
2.49 2.67
112.41% 102.99%

Includes assets available for sale and held-to-maturity and unamortized

discounts and premiums.
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(2) Included in the average balance of investment securities for the three
months ended September 30, 1996 and 1995 are average investment securities
held-to-maturity of $12.4 million and $49.1 million, respectively.

Interest income recognized on investment securities held-to-maturity during
these periods was $184,000 and $765,000, respectively, resulting in average
yields of 5.93% and 6.23%, respectively. Yields on average investment
securities have been calculated based upon the historical cost bases of the
underlying securities.

(3) Amount is net of deferred loan origination fees, undisbursed loan funds,
unamortized discounts and allowance for loan losses and includes loans held
for sale and non-performing loans.

(4) Included in the average balance of loans receivable, net for the three
months ended September 30, 1996 and 1995, are average loans held for sale
of $3.3 million and $419,000 respectively. Interest income recognized on
loans held for sale during these periods was $58,500 and $8,350,
respectively, resulting in average yields of 7.15% and 7.97% respectively.

(5) Included in the average balance of mortgage-backed securities, net for the
three months ended September 30, 1996 are average mortgage-backed
securities held-to-maturity of $6.2 million. Interest income recognized on
mortgage-backed securities held-to-maturity during the three months ended
September 30, 1996 was $113,000 resulting in an average yield of 7.24%.

At and for the three months ended September 30, 1995, all mortgage-backed
securities were classified as held-to-maturity.

(6) Net interest rate spread represents the difference between the yield on
interest-earning assets and the cost of interest-bearing liabilities.

(7) Net interest margin represents net interest income divided by average
interest-earning assets.

(8) 1Includes a $400,000 accrual for the interest portion of a possible adverse
California franchise tax settlement.
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PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS

<TABLE>
<CAPTION>
SIX MONTHS ENDED SEPTEMBER 30,
1996 1995
AVERAGE AVERAGE AVERAGE AVERAGE
BALANCE INTEREST YIELD/COST BALANCE INTEREST YIELD/COST
(DOLLARS IN THOUSANDS)

<S> <C> <C> <C> <C> <C> <C>
ASSETS:

Interest-earning assets
Interest-earning deposits and short-term

INVeSEIMENtS . i vttt ittt i i e e S 41,927 $ 1,188 $ 5.67% $ 21,000 $ 613 $5.84%
Investment securities, net (1) (2)............. 46,579 1,674 7.19 50,848 1,552 6.10
Mortgage-backed securities, net(l) (5)......... 283,993 9,951 7.01 149,809 5,290 7.06
Loans receivable, net(3) (4) «cviiviniiiinnnnnn 1,682,489 64,407 7.66 1,573,670 58,842 7.48
FHLB stoCk. .. uii ittt it ittt i 16,379 501 6.12 14,467 341 4.71

Total interest-earning assets............... 2,071,367 77,721 7.50 1,809,794 66,638 7.36
Non-interest-earning assets........couiueuun.n. 79,073 76,053
TOtaAl ASSEES . it i it ittt et e eeteeenennnn $2,150,440 $1,885,847
LIABILITIES AND STOCKHOLDERS' EQUITY:
Interest-Bearing Liabilities

Money market savings accounts................ $ 140,397 1,911 2.73 S 165,477 2,065 2.50

PassboOk @CCOUNES . vt ittt ittt it eeeeeeenenn 152,680 2,347 3.08 107,342 1,093 2.04

NOW BCCOUNES . vttt ettt et ettt eeeeeeeneeenaenn 133,039 557 0.84 121,256 559 0.92

Certificate accounts........oviviiiiinnnnn.. 1,238,555 34,567 5.57 1,276,113 37,619 5.88

Total deposits..u.ui i, 1,664,672 39,382 4.72 1,670,188 41,336 4.94
FHLB advances and other borrowings........... 162,384 4,665 5.73 83,727 2,544 6.06
Other (8) it i i it ie e 2,576 449 69.91 996 71 14.66

Total borrowed funds........ouiiiueennnnnn 164,960 5,114 6.18 84,693 2,615 6.16

Total interest-bearing liabilities........ 1,829,632 44,496 4.85 1,754,881 43,951 5.00

Non-interest-bearing liabilities.............. 30,634 21,919
Total liabilities.......iiiiiinininennnn. 1,860,266 1,776,800
Stockholders' equity.....cviviiiiiiiiinininnnn. 290,174 109,047
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Total liabilities and stockholders'
CULEY e vttt et e e e e $2,150,440 $1,885,847

Net interest income before provisions for
108N 105 S S ettt ittt ettt e e e e $33,225 $22,687

Net interest rate spread(6).......c.covuivunienn. 2.65
Net interest margin(7) ......cviiiiiiiiinnann. 3.21
Ratio of interest-earning assets to interest-
bearing liabilities.....uuiiiiiinininennnnn. 113.21% 103.13%
</TABLE>

(1) Includes assets available for sale and held-to-maturity and unamortized
discounts and premiums.

(2) Included in the average balance of investment securities for the six months
ended September 30, 1996 and 1995 are average investment securities held-
to-maturity of $15.1 million and $47.8 million, respectively. Interest
income recognized on investment securities held-to-maturity during these
periods was $438,000 and $1,475,000, respectively, resulting in average
yields of 5.80% and 6.18%, respectively. Yields on average investment
securities have been calculated based upon the historical cost bases of the
underlying securities.

(3) Amount is net of deferred loan origination fees, undisbursed loan funds,
unamortized discounts and allowance for loan losses and includes loans held
for sale and non-performing loans.

(4) Included in the average balance of loans receivable, net for the six months
ended September 30, 1996 and 1995, are average loans held for sale of $5.6
million and $240,000, respectively. Interest income recognized on loans
held for sale during the six months ended September 30, 1996 and 1995 was
$200,000 and $10,000, respectively, resulting in average yields of 7.19%
and 7.97%, respectively.

(5) Included in the average balance of mortgage-backed securities, net for the
six months ended September 30, 1996 are average mortgage-backed securities
held-to-maturity of $6.5 million. Interest income recognized on mortgage
backed securities held-to-maturity during the six months ended September
30, 1996 was $234,000 resulting in an average yield of 7.24%. At and for
the six months ended September 30, 1995, all mortgage-backed securities
were classified as held-to-maturity.

(6) Net interest rate spread represents the difference between the yield on
interest-earning assets and the cost of interest-bearing liabilities.

(7) Net interest margin represents net interest income divided by average
interest-earning assets.
(8) 1Includes a $400,000 accrual for the interest portion of a possible adverse

California franchise tax settlement.
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PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)

RATE/VOLUME ANALYSIS

The following table presents the extent to which changes in interest rates and
changes in the volume of interest-earning assets and interest-bearing
liabilities have affected the Company's interest income and interest expense
during the periods indicated. Information is provided in each category with
respect to: (i) changes attributable to changes in volume (changes in volume
multiplied by prior rate); (ii) changes attributable to changes in rate (changes
in rate multiplied by prior volume); and (iii) the net change. The changes
attributable to the combined impact of volume and rate have been allocated
proportionately to the changes due to volume and the changes due to rate.

<TABLE>
<CAPTION>
THREE MONTHS ENDED SIX MONTHS ENDED
SEPTEMBER 30, 1996 SEPTEMBER 30, 1996
COMPARED TO SEPTEMBER 30, COMPARED TO SEPTEMBER 30,
1995 1995
INCREASE (DECREASE) INCREASE (DECREASE)
VOLUME RATE NET VOLUME RATE NET
<S> <C> <C> <C> <C> <C> <C>
INTEREST-EARNING ASSETS: ...ttt iiininnennnnnns (Dollars in thousands)
Interest-earning deposits and short-
term 1NVEeSEMENE S . v vttt ittt ettt e S 35 S (37) S (2) S 611 S (36) S 575
Investment securities, net (1) (2)....uuieeenenn. (23) 64 41 (130) 252 122
Mortgage-backed securities, net (1) (5)......... 3,015 (100) 2,915 4,738 (77) 4,661
Loans receivable, net(4) .. ..ttt ieneeennnnnn 3,690 (784) 2,906 4,069 1,496 5,565

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

FHLB SEOCK. .ttt ittt i i e nns 29 49 78 45 115 160

Total interest-earning assetS.............. $6,746 S (808) $ 5,938 $9,333 S 1,750 $11,083

INTEREST-BEARING LIABILITIES:

Passbook aCCoOUNES. .ttt ittt $ 263 $ 441 $ 704 S 464 $ 790 $ 1,254
Money market savings accounts.................. (147) 182 35 (315) 161 (154
NOW and other demand deposit accounts.......... 28 (27) 1 54 (56) (2)
Certificate ACCOUNES. .. i ittt ittt teeneennnnnn (222) (1,680) (1,902) (340) (2,712) (3,052)
FHLB advances and other borrowings............. 2,735 (205) 2,530 2,390 (269) 2,121
Other (5) vttt it i e e i it i e (6) 388 382 118 260 378
Total interest-bearing liabilities......... 2,651 (901) 1,750 2,371 (1,826) 545
Change in net interest income................... $4,095 S 93 $ 4,188 $6,962 S 3,576 $10,538
</TABLE>
(1) Includes assets held-to-maturity.
(2) Included in the increase (decrease) in interest income on investment

securities, net for the three and six months ended September 30, 1996
compared to 1995 are (decreases) in interest income on investment
securities held-to-maturity attributable to volume and rate of $(572,000)
and $(9,000), and $(1.0 million) and $(29,000), respectively.

(3) Included in the increases (decrease) in interest income on loans
receivable, net for the three and six months ended September 30, 1996
compared to 1995 are increases (decrease) in interest income on loans held
for sale attributable to volume and rate of $57,000 and $(7,000) and
$213,000 and ($22,000), respectively.

(4) Included in the increase (decrease) in interest income on mortgage-backed
securities, net for the three and six months ended September 30, 1996
compared to 1995 are increases (decreases) in interest income on mortgage-
backed securities held-to-maturity attributable to volume and rate of
$(3.0 million) and $3,000 and $(5.1 million) and $5,000, respectively.

(5) Includes a $400,000 accrual for the interest portion of a possible
adverse California franchise tax settlement.
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PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)

COMPARISON OF OPERATING RESULTS FOR THE THREE MONTHS ENDED SEPTEMBER 30, 1996

The Company recorded a net loss of $4.4 million or $0.24 per share for the three
months ended September 30, 1996 compared to net earnings of $1.0 million for the
comparable period of 1995. The net loss for the three months ended September 30,
1996 was attributable to the Bank's $10.9 million share of an industry wide
special assessment levied against the March 31, 1995 deposit bases of all
savings institutions in the country with deposits insured by the Savings
Association Insurance Fund (SAIF) of the Federal Deposit Insurance Corporation
(FDIC) in order to recapitalize the SAIF.

Net interest income was $16.4 million for the three months ended September 30,
1996 compared to $12.2 million for the comparable period of 1995. The increase
resulted in part, from an increase in the ratio of average interest-earning
assets to average interest-bearing liabilities as the proceeds from the
Company's initial public offering of common stock were invested in interest-
earning assets. Also contributing to the increase in net interest income was
the net interest income earned on additional growth in both interest-earning
assets and interest-bearing liabilities. The increase in net interest income
from these two factors was partially offset by a decrease in average interest
rate spread. The Company's ratio of average interest-earning assets to average
interest-bearing liabilities was 112.41% for the three months ended September
30, 1996 compared to 102.99% for the comparable period of 1995. Average
interest rate spread was 2.49% for the three months ended September 30, 1996
compared to 2.57% for the comparable period of 1995. Net interest margin was
2.99% for the three months ended September 30, 1996 compared to 2.67% for the
comparable period of 1995.

The improvement in net interest income was partially offset by an increase in
the provision for loan losses from $1.6 million for the three months ended

September 30, 1995 to $3.1 million for the comparable period of 1996.

Total non-interest income was $2.6 million for the three months ended September
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30, 1996 compared to $2.0 million for the comparable period of 1995. Total non-
interest expense increased from $10.8 million for the three months ended
September 30, 1995 to $22.6 million for the comparable period of 1996 due
principally to the $10.9 million special assessment to recapitalize the SAIF
recorded in the quarter ended September 30, 1996.

INTEREST INCOME

Interest income was $40.5 million for the three months ended September 30, 1996
compared to $34.6 million for the comparable period of 1995. The increase was
attributable to a $363.7 million increase in average interest-earning assets
from $1.82 billion for the three months ended September 30, 1995 to $2.19
billion for the comparable period of 1996. The weighted average yield on
interest-earning assets decreased from 7.59% for the three months ended
September 30, 1995 to 7.41% for the comparable period of 1996. The increase in
average interest-earning assets was due to a $190.7 million increase in the
average balance of loans receivable from $1.56 billion for the three months
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ended September 30, 1995 to $1.75 billion for the comparable period of 1996,
coupled with a $169.8 million increase in the average balance of mortgage-backed
securities (MBS) from $177.5 million for the three months ended September 30,
1995 to $347.3 million for the comparable period of 1996. The average yield on
loans receivable was 7.56% for the three months ended September 30, 1996
compared to 7.74% for the comparable period of 1995. 1Included in interest
income on loans receivable, net for the three months ended September 30, 1995 is
$860,000 of income applicable to a non-recurring adjustment of the amortization
of loan fees. Without this non-recurring item, the average yield on loans
receivable for the three months ended September 30, 1995 would have been 7.52%
and the average yield on interest earning assets for the three months ended
September 30, 1995 would have been 7.37%. The Bank has increased its emphasis
on the origination of mortgages which provide higher yields than those earned on
single-family residential COFI based loan products. The disbursed balance of the
Bank's portfolio of construction loans totaled $57.7 million at a yield of 9.71%
at September 30, 1996 compared to $47.7 million at a yield of 8.90% at September
30, 1995. The Bank has also increased the proportion of its loan portfolio
comprised by ("36/6") single family residential mortgage loans which provide for
a fixed rate of interest for 36 months before transitioning to a six month
adjustable rate loan tied to the one-year constant maturity treasury index. At
September 30, 1996, the Bank's portfolio of these loans totaled $190.8 million
at an average yield of 7.16% compared to $20.3 million at an average yield of
7.20% at September 30, 1995. Unlike the typical COFI based adjustable rate
loans originated by the Bank, these "36/6" loans are not originated with lower
introductory rates. The increase in yield on loans receivable, net attributable
to the change in the composition of the loan portfolio was partially offset by a
decrease in the Federal Home Loan Bank (FHLB) Eleventh District Cost of Funds
Index (COFI) to which a large portion of the Company's portfolio of adjustable-
rate loans are tied. For the three months ended September 30, 1996 COFI

averaged 4.82% compared to 5.15% for the comparable period of 1995. The
average yield on MBS was 6.99% for the three months ended September 30, 1996
compared to 7.10% for the comparable period of 1995. The increase in the

average yield on investment securities from 6.18% for the three months ended
September 30, 1995 to 6.70% for the comparable period of 1996 reflects a change
in the average stated final maturity of the portfolio from 7 months at September
30, 1995 to 8.3 years at September 30, 1996 as the Company continues to seek to
increase net interest income while appropriately managing interest rate and
credit risk. Excluding two collateralized mortgage obligations with carrying
values totaling $11.6 million at September 30, 1996, which are expected to
experience some degree of prepayments, which would shorten their stated final
maturities, the average stated final maturity of the investment securities
portfolio at September 30, 1996 would decline from 8.3 to 3.4 years.

The Company has increased its investment in MBS utilizing FHLB advances and
other borrowings as the primary source of funding for these investments. The
objective of this investment strategy is to prudently utilize a portion of the
capital generated by the Company's initial public offering of common stock to
support growth in net interest income and net earnings. At September 30, 1996,
the Company's MBS portfolio is comprised entirely of Government National
Mortgage Association (GNMA), Federal National Mortgage Association (FNMA) and
Federal Home Loan Mortgage Corporation (FHLMC) backed securities. $257.2 million
or 48.3% of these investments are adjustable rate indexed to the one year
constant maturity treasury or six month London inter-bank offered rate, $134.4
million or 25.2% have original balloon maturities of five to seven years, $57.6
million or 10.8% are fixed rate with original maturities of ten to twenty years
(including $9.2 million created by the Bank from its mortgage loan portfolio)
and $83.4 million or 15.7% are fixed rate with original maturities of thirty
years (including $32.4 million created by the Bank from its mortgage loan
portfolio).
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INTEREST EXPENSE

Interest expense was $24.1 million for the three months ended September 30, 1996
compared to $22.4 million for the comparable period of 1995. The increase was
attributable to a $175.2 million increase in the average balance of interest-
bearing liabilities from $1.77 billion for the three months ended September 30,
1995 to $1.94 billion for the comparable period of 1996. The average cost of
interest-bearing liabilities decreased from 5.02% for the three months ended
September 30, 1995 to 4.93% for the comparable period of 1996. Interest expense
for the three months ended September 30, 1996, includes a $400,000 accrual for
the interest portion of a possible adverse California franchise tax settlement.
At issue 1is the timing of a deduction of the loss arising from the accelerated
disposition of loans in previous years. Without this $400,000 accrual, the
average cost of interest-bearing liabilities for the three months ended
September 30, 1996 would have been 4.85%. The increase in average interest-
bearing liabilities was due to a $182.0 million increase in the average balance
of FHLB advances and other borrowings from $93.3 million for the three months
ended September 30, 1995 to $275.3 million for the comparable period of 1996.
The increase in FHLB advances and other borrowings was due to the Company's
strategy of utilizing both wholesale and retail sources of funding to achieve
its strategic growth objectives. The average balance of deposits was $1.67
billion for the three months ended September 30, 1996, a decrease of $6.3
million from the comparable period of 1995. The decrease in the weighted
average cost of interest-bearing liabilities reflects the Bank's efforts to
lower its average cost of interest-bearing liabilities by increasing the
proportion of its deposit base comprised by money market, passbook and NOW and
other demand deposit accounts. For the three months ended September 30, 1996,
the average balance of these lower cost accounts represented 25.9% of average
total deposits compared to 23.4% for the comparable period of 1995. Partially
offsetting the decrease in the average cost of interest-bearing liabilities
resulting from the change in the composition of deposits and the Bank's efforts
to maintain discipline in all of its deposit pricing was the additional interest
cost associated with increased utilization of FHLB advances and other
borrowings. For the three months ended September 30, 1996, the average cost of
deposits was 4.71% compared to 4.97% for the comparable period of 1995. For the
three months ended September 30, 1996, the average cost of FHLB advances and
other borrowings was 5.68% compared to 6.01% for the comparable period of 1995.

PROVISION FOR LOAN LOSSES

The provision for loan losses was $3.1 million for the three months ended
September 30, 1996 compared to $1.6 million for the comparable period of 1995.
During the three months ended September 30, 1996, the Company continued to
emphasize building of its loan loss allowances. See "Comparison of Financial
Condition at September 30, 1996 and March 31, 1996."

NON-INTEREST INCOME

Non-interest income was $2.6 million or .45% of average assets for the three
months ended September 30, 1996 compared to $2.0 million or .43% of average
assets for the comparable period of 1995. Savings fees and charges were $1.2
million for the three months ended September 30, 1996 compared to $880,000 for
the comparable period of 1995. Sales of non-deposit investment products
generated $423,000 of fee income for the three months ended September 30, 1996
compared to $126,000 in the comparable period of 1995 as the Bank increased its
sales efforts in this area. Trust fee income was $331,000 for the three months
ended September 30, 1996 compared to $387,000 for the comparable period of 1995.
Assets under custody by the Bank's trust department were $182.6 million at
September 30, 1996 compared to $183.9 million at September 30, 1995.
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NON-INTEREST EXPENSE

Non-interest expense was $22.6 million for the three months ended September 30,
1996 compared to $10.8 million for the comparable period of 1995. General and
administrative expense was $11.6 million or 2.04% of average assets for the
three months ended September 30, 1996 compared to $9.9 million or 2.09% of
average assets for the comparable period of 1995. Compensation and benefits
expense was $5.4 million for the three months ended September 30, 1996 compared
to $4.9 million for the comparable period of 1995, due principally to the
addition of $463,000 of expense associated with the amortization of shares under
the Company's Employee Stock Ownership Plan. The increase in occupancy and
equipment expense from $2.5 million for the three months ended September 30,
1995 to $2.8 million for the comparable period of 1996 was attributable to
approximately $273,000 of non-recurring expenses associated with the Bank's
transition of its EDP systems to a new third party service provider in October
1996. Other non-interest expense was $2.7 million for the three months ended
September 30, 1996 compared to $2.1 million for the comparable period of 1995
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due principally to approximately $300,000 of forms, supplies and other expenses
associated with the Bank's name change. Marketing and professional services
expense was $666,000 for the three months ended September 30, 1996 compared to
$347,000 for the comparable period of 1995 due principally to an increase in
marketing expense associated with the promotion of the name change of the Bank
and the Bank's increased focus on promoting its business banking products and
services.

Real estate operations, net resulted in expense of $140,000 for the three months
ended September 30, 1996 compared to $878,000 for the comparable period of

1995. The results for the three months ended September 30, 1996 reflect a more
conservative posture taken by the Company in establishing writedowns of real
estate at the time of foreclosure with the associated expense charged to
provision for loan losses.

INCOME TAXES

Income tax benefit was $2.3 million for the three months ended September 30,
1996 compared to expense of $770,000 for the comparable period of 1995. Income
tax benefit for the three months ended September 30, 1996 includes an expense
accrual of $470,000, or 7% of loss before income taxes, representing the tax
portion of the possible adverse California franchise tax settlement.
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PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)

COMPARISON OF OPERATING RESULTS FOR THE SIX MONTHS ENDED SEPTEMBER 30, 1996 AND

The Company recorded a net loss of $2.0 million or $0.11 per share for the six
months ended September 30, 1996 compared to net earnings of $1.2 million for the
comparable period of 1995. The net loss for the six months ended September 30,
1996 was attributable to the Bank's share of the industry wide SAIF assessment.

Net interest income was $33.2 million for the six months ended September 30,
1996 compared to $22.7 million for the comparable period of 1995. The increase
resulted from an increase in the ratio of average interest-earning assets to
average interest-bearing liabilities as the proceeds from the Company's initial
public offering of common stock were invested into interest-earning assets. Also
contributing to the increase in net interest income was the net interest income
earned on additional growth in both interest-earning assets and interest-bearing
liabilities and an increase in average interest rate spread. The Company's
ratio of average interest-earning assets to average interest-bearing liabilities
was 113.21% for the six months ended September 30, 1996 compared to 103.13% for
the comparable period of 1995. Average interest rate spread was 2.65% for the
six months ended September 30, 1996 compared to 2.37% for the comparable period
of 1995. Net interest margin was 3.21% for the six months ended September 30,
1996 compared to 2.51% for the comparable period of 1995.

The improvement in net interest income was partially offset by an increase in
provision for loan losses from $3.1 million for the six months ended September
30, 1995 to $7.8 million for the comparable period of 1996.

Total non-interest income was $5.1 million for the six months ended September
30, 1996 compared to $3.8 million for the comparable period of 1995. Total non-
interest expense increased from $21.2 million for the six months ended September
30, 1995 to $33.0 million for the comparable period of 1996 due principally to
the $10.9 million special assessment to recapitalize the SAIF recorded in
September 1996.

INTEREST INCOME

Interest income was $77.7 million for the six months ended September 30, 1996
compared to $66.6 million for the comparable period of 1995. The increase was
attributable to a $261.6 million increase in average interest-earning assets
from $1.81 billion for the six months ended September 30, 1995 to $2.07 billion
for the comparable period of 1996 coupled with an increase in the yield on
average interest-earning assets from 7.36% for the six months ended September
30, 1995 to 7.50% for the comparable period of 1996. The increase in average
interest-earning assets was due to a $108.8 million increase in the average
balance of loans receivable from $1.57 billion for the six months ended
September 30, 1995 to $1.68 billion for the comparable period of 1996, coupled
with a $134.2 million increase in the average balance of mortgage-backed
securities (MBS) from $149.8 million for the six months ended September 30, 1995
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to $284.0
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million for the comparable period of 1996. The average yield on loans
receivable was 7.66% for the six months ended September 30, 1996 compared to
7.48% for the comparable period of 1995. Included in interest income on loans
receivable, net for the six months ended September 30, 1995 is $860,000 of
income applicable to a non-recurring adjustment of the amortization of loan
fees. Without this non-recurring item, the average yield on loans receivable for
the six months ended September 30, 1996 would have been 7.37% and the average
yield on interest-earning assets for the six months ended September 30, 1995
would have been 7.24%. The increase in yield resulting from the Bank's
increased emphasis on originating higher yielding mortgage loans was partially
offset by a decrease in COFI. COFI in effect for the six months ended September
30, 1996 averaged 4.83% compared to 5.11% for the comparable period of 1995.

The yield on MBS was 7.01% for the six months ended September 30, 1996 compared
to 7.06% for the comparable period of 1995. The decrease in the yield on MBS
reflects the impact of the change in the composition of the Company's MBS
portfolio to include a higher proportion of adjustable-rate and balloon maturity
securities. At September 30, 1996, adjustable-rate or balloon MBS comprised
73.5% of the total MBS portfolio compared to 57.9% at September 30, 1995. The
increase in the yield on investment securities from 6.10% for the six months
ended September 30, 1995 to 7.19% for the comparable period of 1996 reflects the
change in the average stated final maturity of the portfolio.

INTEREST EXPENSE

Interest expense was $44.5 million for the six months ended September 30, 1996
compared to $44.0 million for the comparable period of 1995. Interest expense
for the six months ended September 30, 1996, includes the $400,000 accrual for
the interest portion of the possible adverse California franchise tax
settlement. The average balance of interest-bearing liabilities increased $74.8
million from $1.75 billion for the six months ended September 30, 1995 from
$1.83 billion for the comparable period of 1996 creating an increase in interest
expense due to volume of $2.4 million. This increase in interest expense was
partially offset by a $1.8 million decrease in interest expense caused by a
decrease in the weighted average cost of interest-bearing liabilities from 5.00%
for the six months ended September 30, 1995 to 4.85% for the comparable period
of 1996. The increase in average interest-bearing liabilities was due to a $78.7
million increase in the average balance of FHLB advances and other borrowings
from $83.7 million for the six months ended September 30, 1995 to $162.4 million
for the comparable period of 1996 in connection with the Company's strategy of
utilizing both wholesale and retail sources of funding to achieve its strategic
growth objectives. The average balance of deposits was $1.66 billion for the
six months ended September 30, 1996, a decrease of $5.5 million from the
comparable period of 1995. The decrease in the Company's weighted average cost
of interest-bearing liabilities reflects the decreased proportion of the Bank's
deposit portfolio comprised by certificate accounts and the Bank's efforts to
maintain discipline in its deposit pricing, partially offset by the higher cost
associated with an increased reliance on FHLB advances and other borrowings.

For the six months ended September 30, 1996, the average cost of deposits was
4.72% compared to 4.94% for the comparable period of 1995. For the six months
ended September 30, 1996, the average cost of FHLB advances and other borrowings
was 5.73% compared to 6.06% for the comparable period of 1995.

PROVISION FOR LOAN LOSSES

The provision for loan losses was $7.8 million for the six months ended
September 30, 1996 compared to $3.1 million for the six months ended 1995.
During the six months ended September
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30, 1996, the Company continued to emphasize building its loan loss allowances.
See "Comparison of Financial Condition at September 30, 1996 and March 31,
1996."

NON-INTEREST INCOME

Non-interest income was $5.1 million or .48% of average assets for the six
months ended September 30, 1996 compared to $3.8 million or .40% of average
assets for the comparable period of 1995. Savings fees and charges were $2.3
million for the six months ended September 30, 1996 compared to $1.7 million for
the comparable period of 1995. Sales of non-deposit investment products
generated $872,000 of fee income in the six months ended September 30, 1996
compared to $206,000 in the comparable period of 1995 as the Bank scaled up its
sales efforts in this area. Trust fee income was $705,000 for the six months
ended September 30, 1996 compared to $770,000 for the comparable period of 1995.
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NON-INTEREST EXPENSE

Non-interest expense was $33.0 million for the six months ended September 30,
1996 compared to $21.2 million for the comparable period of 1995. General and
administrative expense was $23.2 million or 2.16% of average assets for the six
months ended September 30, 1996 compared to $20.1 million or 2.13% of average
assets for the comparable period of 1995. Compensation and benefits expense was
$10.7 million for the six months ended September 30, 1996 compared to $9.7
million for the comparable period of 1995, due principally to the addition of
$919,000 of expense associated with the amortization of shares under the
Company's Employee Stock Ownership Plan. The increase in occupancy and
equipment expense from $4.9 million for the six months ended September 30, 1995
to $5.2 million for the comparable period of 1996 was attributable to the non-
recurring expenses associated with the Bank's EDP conversion. Other non-
interest expense increased to $5.7 million for the six months ended September
30, 1996 compared to $4.6 million for the comparable period of 1995 due to the
inclusion of a $350,000 non-recurring legal judgement in the six months ended
September 30, 1996 and approximately $300,000 of forms, supplies and other
expenses associated with the Bank's name change. Marketing and professional
services expense was $1.5 million for the six months ended September 30, 1996
compared to $829,000 for the comparable period of 1995 due principally to an
increase in marketing expense associated with the promotion of the name change
of the Bank and the Bank's increased focus on business banking.

Real estate operations, net reflects income of $1.1 million for the six months
ended September 30, 1996 compared to expense of $1.1 million for the comparable
period of 1995. The results for the six months ended September 30, 1996 reflect
a $1.4 million reduction in the allowance for real estate losses based upon
updated property valuations.

INCOME TAXES

Income tax benefit was $444,000 for the six months ended September 30, 1996
compared to expense of $941,000 for the comparable period of 1995. Income tax
benefit for the six months ended September 30, 1996 is net of the $470,000
expense accrual for the tax portion of the possible adverse California franchise
tax settlement.
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PFF BANCORP, INC. AND SUBSIDIARY
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)

COMPARISON OF FINANCIAL CONDITION AT SEPTEMBER 30, 1996 AND MARCH 31, 1996

Total assets increased $477.4 million or 23.8% to $2.49 billion at September 30,
1996 from $2.01 billion at March 31, 1996 due to strong growth in loans
receivable and MBS. Loans receivable, net increased $206.2 million to $1.78
billion at September 30, 1996 from $1.57 billion at March 31, 1996. Loan
originations for the three months ended September 30, 1996 were $160.3 million,
compared to $61.5 million for the comparable period of 1995. Non-performing
loans declined from $23.0 million or 1.41% of gross loans at March 31, 1996 to
$22.2 million or 1.20% of gross loans at September 30, 1996. Non-performing
assets, which includes foreclosed real estate, net of specific allowances,
increased slightly from $29.7 million or 1.48% of total assets at March 31, 1996
to $30.2 million or 1.22% of total assets at September 30, 1996. Troubled-debt
restructured loans increased from $13.8 million at March 31, 1996 to $17.3
million at September 30, 1996. The increase in troubled debt restructured loans
is comprised of four loans totaling $2.0 million secured by commercial real
estate and ten loans totaling $1.5 million secured by one-to-four family
residential real estate.

The allowance for loan losses is maintained at an amount management considers
adequate to cover future losses on loans receivable which are deemed probable
and estimable. The allowance is based upon a number of factors, including the
level of non-performing loans, current economic conditions, actual loss
experience and industry trends. In addition, various regulatory agencies, as an
integral part of their examination process, periodically review the adequacy of
the Bank's allowance for loan losses. Such agencies may require the Bank to
make additional provisions for loan losses based upon information available at
the time of the review. At September 30, 1996, the Bank's allowance for loan
losses was $25.7 million or 1.39% of gross loans compared to $19.7 million or
1.21% of gross loans at March 31, 1996. The Bank will continue to monitor and
modify its allowances for loan losses as conditions dictate. The following
table sets forth activity in the Bank's allowance for loan losses for the three
and six months ended September 30, 1996.

<TABLE>

<CAPTION>

<S> <C>
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Balance at March 31, 1996 $19,741

Provision for loan losses 4,695
Charge-offs, net (793)
Balance at June 30, 1996 $23,643
Provision for loan losses 3,071
Charge-offs, net (1,056)
Balance at September 30, 1996 $25,658

</TABLE>

MBS increased $399.8 million to $532.5 million at September 30, 1996 from $132.7
million at March 31, 1996 and cash and cash equivalents decreased $141.1 million
to $34.8 million at September 30, 1996 from $175.9 at March 31, 1996 as the
proceeds from the Company's stock offering, which were initially placed into
short-term investments, were invested in MBS and the Company continued its
strategy of increasing net interest income through increasing its investment in
MBS.

Total liabilities increased $479.6 million or 27.9% to $2.20 billion at
September 30, 1996 from $1.72 billion at March 31, 1996. Deposits decreased
$6.4 million to $1.68 billion at September 30, 1996,
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while FHLB advances and other borrowings increased $475.3 million to $495.0
million at September 30, 1996 from $19.7 million at March 31, 1996. FHLB
advances were utilized to fund the strong level of loan originations and the
increase in MBS during the six months ended September 30, 1996. The outflow

of deposits during the six months ended September 30, 1996 was caused in part
by the Bank's efforts to maintain discipline in its deposit pricing relative to
FHLB advances and other depository institutions in an effort to support its
average interest rate spread.

Total stockholders' equity was $286.9 million at September 30, 1996 compared to
$289.1 million at March 31, 1996. The $2.2 million decrease in stockholders'
equity is comprised of a $2.0 million decrease arising from the net loss for the
six months ended September 30, 1996, a $1.1 million decrease arising from a
change in the unrealized gains (losses) on securities available-for-sale and a
$919,000 increase resulting from the amortization of shares under the Company's
Employee Stock Ownership Plan.

LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of funds are deposits, principal and interest
payments on loans and securities, FHLB advances and other borrowings, proceeds
from the maturation of securities and, to a lesser extent, proceeds from the
sale of loans. While maturities and scheduled amortization of loans and
securities are predictable sources of funds, deposit flows and mortgage
prepayments are greatly influenced by general interest rates, economic
conditions and competition. The Bank is subject to minimum regulatory liquidity
requirements. The Bank has maintained the required minimum levels of liquid
assets as defined by OTS regulations. These requirements, which may be varied
at the direction of the OTS depending upon economic conditions and deposit
flows, are based upon a percentage of deposits and short-term borrowings. The
required ratios are currently 5% for total qualifying liquidity and 1% for
short-term qualifying liquidity (generally those investments having maturities
of one year or less). The Bank's average total and short-term liquidity ratios
were 5.24% and 3.75% and 5.64% and 4.27%, respectively, for the three and six
months ended September 30, 1996.

The Company's cash flows are comprised of three primary classifications: cash
flows from operating activities, investing activities and financing activities.
Cash flows provided by operating activities were $23.9 million and $6.7 million
for the six months ended September 30, 1996 and 1995, respectively. Net cash
provided by (used in) investing activities consisted primarily of disbursements
for loan originations and purchases of mortgage-backed and other investment
securities, offset by principal collections on loans and proceeds from
maturation of investments and paydowns on mortgage-backed securities. Principal
payments on loans were $112.3 million and $90.0 million for the six months ended
September 30, 1996 and 1995, respectively. Disbursements on loans originated
and purchased, excluding loans originated for sale, were $345.4 million and
$123.1 million for the six months ended September 30, 1996 and 1995,
respectively. Disbursements for purchases of mortgage-backed and other
investment securities were $457.7 million and $101.4 million for the six months
ended September 30, 1996 and 1995, respectively. Proceeds from the maturation
of investment securities and paydowns of mortgage-backed securities were $46.7
million and $81.3 million for the six months ended September 30, 1996 and 1995,
respectively. Net cash provided by (used in) financing activities consisted
primarily of net activity in deposit accounts and FHLB advances and other
borrowings. The net increases (decreases) in deposits were ($6.4 million) and
$22.5 million for the six months ended September 30, 1996 and 1995,
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respectively. The net increases in FHLB advances and other borrowings were
$475.3 million and $30.9 million for the six months ended September 30, 1996 and
1995, respectively.

26

At September 30, 1996, on a consolidated basis, the Company had total capital of
$286.9 million or 11.54% of total assets. At September 30, 1996, the Bank
exceeded all of its regulatory capital requirements with a tangible capital
level of $207.3 million, or 8.60% of adjusted total assets, which is above the
required level of $36.2 million, or 1.5%; core capital of $207.3 million, or
8.60% of adjusted total assets, which is above the required level of $72.3
million, or 3%, and total risk based capital of $223.4 million or 17.14% of risk
weighted assets, which is above the required level of $104.3 million or 8%.

The Company's most liquid assets are cash and short-term investments. The level
of these assets are dependent on the Company's operating, financing, lending and
investing activities during any given period. At September 30, 1996, cash and
cash equivalents totaled $34.8 million. The Company has other sources of
liquidity if a need for additional funds arises, including the utilization of
reverse repurchase agreements and FHLB advances. At September 30, 1996, the
Company had no reverse repurchase agreements outstanding. Other sources of
liquidity include MBS and other investment securities available-for-sale or
maturing within one year.

At September 30, 1996, the Company had outstanding commitments to originate
mortgage loans of $7.0 million and outstanding commitments to purchase mortgage-
backed securities or other investment securities of $15.4 million. The Company
anticipates that it will have sufficient funds available to meet these
commitments. Certificate accounts which are scheduled to mature in less than
one year from September 30, 1996 totaled $1.1 billion. The Bank expects that a
substantial portion of the maturing certificate accounts will be retained by the
Bank at maturity.

LEGISLATIVE MATTERS

On September 30, 1996, legislation was enacted which, among other things,
imposes a special one-time assessment on SAIF member institutions, including the
Bank, to recapitalize the SAIF and spread the obligations for payment of
Financial Corporation ("FICO") bonds across all SAIF and Bank Insurance Fund
(BIF) members. The FDIC special assessment being levied amounts to 65.7 basis
points on SAIF assessable deposits held as of March 31, 1995. The special
assessment was recognized in the quarter ended September 30, 1996 and is tax
deductible. The Bank took a charge of $10.9 million as a result of the FDIC
special assessment. This legislation will reduce the substantial disparity
between the amount that BIF and SAIF members had been paying for deposit
insurance premiums.

Beginning on January 1, 1997 the FDIC has estimated that BIF members will pay a
portion of the FICO payment equal to 1.3 basis points on BIF-insured deposits
compared to 6.4 basis points on SAIF-insured deposits and will pay a pro rata
share of the FICO payment on the earlier of January 1, 2000 or the date upon
which the last savings association ceases to exist. The legislation also
requires BIF and SAIF to be merged by January 1, 1999 provided that subsequent
legislation is adopted to eliminate the savings association charter and no
savings associations remain as of that time.

The FDIC has recently proposed to lower SAIF assessments to a range comparable
to that of BIF members, although SAIF members must also make the FICO payments
described above. Management cannot predict the level of FDIC insurance

assessments on an on-going basis or whether the BIF and SAIF will eventually be

merged.
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PART II -- OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

The Company and subsidiary have been named as defendants in various
lawsuits arising in the normal course of business. The outcome of the lawsuits
cannot be predicted, but the Company intends to vigorously defend the actions
and is of the opinion that the lawsuits will not have a material adverse effect
on the Company.

ITEM 2. CHANGES IN SECURITIES.

None

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
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None
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
None
ITEM 5. OTHER INFORMATION.
None
ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.
(a) Exhibit 3(i) - Certificate of Incorporation of PFF Bancorp, Inc.*
Exhibit 3(ii) - Bylaws of PFF Bancorp, Inc.*
Exhibit 11 - Statement Re: Computation of Earnings Per Share.
Exhibit 27.0 - Financial Data Schedule (filed herewith)
(b) Reports on Form 8-K

None.

*Incorporated herein by reference to Form S-1, Registration Statement, as
amended, filed on December 8, 1995, SEC Registration Number 33-94860.
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Exhibit 11

PFF BANCORP, INC. AND SUBSIDIARY

EXHIBIT 11. STATEMENT RE: COMPUTATION OF PER SHARE LOSS

<TABLE>

<CAPTION>
THREE MONTHS ENDED SIX MONTHS ENDED
SEPTEMBER 30, 1996 SEPTEMBER 30, 1996
(DOLLARS IN THOUSANDS EXCEPT SHARE DATA)

<S> <C> <C>

I LS o T T = TR S (4,417) S (1,992)

Weighted average number of common shares
and equivalents outstanding:

Issued and outstanding........c.oeeeeeeeenenenn. 19,837,500 19,837,500
Shares held by the ESOP which have not
been committed to be released............. (1,520,875) (1,540,712)

Weighted average number of common shares

and equivalents outstanding...........eeeee... 18,316,625 18,296,788
LOSS PET SNATE . ittt ettt teeeteeeeeeeeeeeeeeens S (0.24) S (0.11)
</TABLE>

Earnings (loss) per share is meaningful only for the three and six months ended
September 30, 1996, since the Company's common stock was issued March 28, 1996
in connection with the conversion of the Bank from the mutual to stock form of
ownership.

PFF BANCORP, INC. AND SUBSIDIARY

SIGNATURES

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

PFEF BANCORP, INC.

November 13, 1996 /s/ LARRY M. RINEHART
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Date Larry M. Rinehart
President, Chief Executive Officer
and Director

November 13, 1996 /s/ GREGORY C. TALBOTT

Date Gregory C. Talbott
Senior Vice President, Chief Financial
Officer and Treasurer
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<TABLE> <S> <C>

<ARTICLE> 9
<MULTIPLIER> 1,000

<S>

<PERIOD-TYPE>
<FISCAL-YEAR-END>
<PERIOD-START>
<PERIOD-END>

<CASH>
<INT-BEARING-DEPOSITS>
<FED-FUNDS-SOLD>
<TRADING-ASSETS>
<INVESTMENTS-HELD-FOR-SALE>
<INVESTMENTS-CARRYING>
<INVESTMENTS-MARKET>
<LOANS>

<ALLOWANCE>
<TOTAL-ASSETS>
<DEPOSITS>
<SHORT-TERM>
<LIABILITIES-OTHER>
<LONG-TERM>
<PREFERRED-MANDATORY>
<PREFERRED>

<COMMON>

<OTHER-SE>
<TOTAL-LIABILITIES-AND-EQUITY>
<INTEREST-LOAN>
<INTEREST-INVEST>
<INTEREST-OTHER>
<INTEREST-TOTAL>
<INTEREST-DEPOSIT>
<INTEREST-EXPENSE>
<INTEREST-INCOME-NET>
<LOAN-LOSSES>
<SECURITIES-GAINS>
<EXPENSE-OTHER>
<INCOME-PRETAX>
<INCOME-PRE-EXTRAORDINARY>
<EXTRAORDINARY>
<CHANGES>

<NET-INCOME>
<EPS-PRIMARY>
<EPS-DILUTED>
<YIELD-ACTUAL>
<LOANS—-NON>

<C>
6-MOS
MAR-31-1997
APR-01-1996
SEP-30-1996
34,759
0
0
0
566,028
13,276
13,507
1,783,712
25,658
2,485,552
1,675,660
495,000
28,032
0
0
0
198
286,662
2,485,552
64,407
13,314
0
77,721
39,382
44,496
33,225
7,766
0
33,012
(2,436)
(2,436)
0
0
(1,992)
(0.11)
(0.11)
3.21
22,212
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<LOANS-PAST>
<LOANS-TROUBLED>
<LOANS-PROBLEM>
<ALLOWANCE-OPEN>
<CHARGE-OFFS>
<RECOVERIES>
<ALLOWANCE-CLOSE>
<ALLOWANCE-DOMESTIC>
<ALLOWANCE-FOREIGN>
<ALLOWANCE-UNALLOCATED>

</TABLE>

17,280

19,741
1,849

25,658
25,658
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