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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

þ Annual report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2004

o Transition report under Section 13 or 15(d) of the Securities Exchange Act of 1934
for the transition period from ___ to ___.

Commission File No. 000 � 51044

COMMUNITY BANCORP

(Name of issuer in its charter)

Nevada 01-0668846
(State or other jurisdiction (I.R.S. Employer

of incorporation or organization) Identification No.)

400 South 4th Street, Suite 215, Las Vegas, NV 89101
(Address of principal executive offices) (Zip Code)

Issuer�s telephone number: (702) 878-0700

Securities registered under Section 12(b) of the Act: None

Securities registered under Section 12(g) of the Act:

Common Stock, $0.001par value per share
(Title of class)

     Check whether the issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act
during the past 12 months (or 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. Yes þ No o

     Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation S-K is not contained in
this form, and no disclosure will be contained, to the best of the Company�s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

     Check whether or not the Company is an accelerated filer as defined in Exchange Rule Act 12b-2.

Yes o No þ
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     As of June 30, 2004, the aggregate market value of the common stock held by non-affiliates of the Company was:
$34,777,132

     Number of shares of common stock outstanding as of February 28, 2005: 6,750,257

     Portions of the definitive proxy statement for the 2005 Annual Meeting of the Company�s shareholders are
incorporated into Part III of this Report by reference.
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FORWARD-LOOKING INFORMATION

     Certain statements contained in this Annual Report on Form 10-K (�Report�), including, without limitation,
statements containing the words �believes�, �anticipates�, �intends�, �expects�, and words of similar import, constitute
�forward-looking statements� within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. Such forward looking statements involve known and unknown risks, uncertainties
and other factors that may cause our actual results, performance or achievements to be materially different from any
future results, performance or achievements expressed or implied by such forward-looking statements. Such factors
include, among others, the following: general economic and business conditions in those areas in which we operate,
demographic changes, competition, fluctuations in interest rates, changes in business strategy or development plans,
changes in governmental regulation, credit quality, the availability of capital to fund the expansion of our business,
economic, political and global changes arising from the war on terrorism, the conflict with Iraq and its aftermath, and
other factors referenced in this Report, including in �Item 1. Business - Factors That May Affect Future Results of
Operations.� When relying on forward-looking statements to make decisions with respect to our Company, investors
and others are cautioned to consider these and other risks and uncertainties. We disclaim any obligation to update any
such factors or to publicly announce the results of any revisions to any of the forward-looking statements contained
herein to reflect future events or developments.

     This discussion should be read in conjunction with our financial statements, including the notes thereto, appearing
elsewhere in this Report.

PART I

ITEM 1. BUSINESS

WHERE YOU CAN FIND MORE INFORMATION

Under the Securities Exchange Act of 1934 Sections 13 and 15(d), periodic and current reports must be filed
with the SEC. We electronically file the following reports with the SEC: Form 10-K (Annual Report), Form
10-Q (Quarterly Report), Form 8-K (Current Report), and Form DEF 14A (Proxy Statement). We may file
additional forms. The SEC maintains an Internet site, www.sec.gov, in which all forms filed electronically may
be accessed. Additionally, all forms filed with the SEC and additional shareholder information is available free
of charge on our website: www.communitybanknv.com. We post these reports to our website as soon as
reasonably practicable after filing them with the SEC. None of the information on or hyperlinked from our
website is incorporated into this Report.

Community Bancorp

     Community Bancorp is the bank holding company for Community Bank of Nevada, a Nevada chartered bank
headquartered in Las Vegas. We deliver an array of commercial bank products and services with an emphasis on
customer relationships and personalized service. At December 31, 2004, we had total assets of $574 million, gross
loans of $403 million, total deposits of $476 million and stockholders� equity of $78 million. Measured by total assets,
we are one of the largest publicly-traded Nevada community banks.

     Our holding company was formed in 2002. As a result, Community Bank of Nevada became our wholly owned
subsidiary and shareholders of Community Bank of Nevada became our shareholders. Community Bank of Nevada
was organized in July 1995 by local community leaders and experienced bankers with the mission of providing
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superior community banking services to the greater Las Vegas area.

     We have five full service branches, four located in Las Vegas and one located in Henderson. In 1995, the first
office, now our Rainbow Office, commenced operations. In 1997, the Maryland Parkway Branch opened in central
Las Vegas followed by the opening of the Summerlin Branch in 1999. In 2000, the Green Valley Branch opened
marking expansion into Henderson, a high growth suburb of Las Vegas. In 2002, we opened our City Centre Branch
in downtown Las Vegas. We expect to open our sixth branch at the intersection of Interstate 215 and Russell Road in
the second half of 2005.

     We focus on meeting the commercial banking needs associated with the population and economic growth of the
greater Las Vegas area. Our customers are generally small- to medium-sized businesses (generally representing
businesses with less than $50 million in annual revenues) that require highly personalized commercial banking
products and services that we deliver with an emphasis on relationship banking. We believe that our customers prefer
locally managed banking institutions that provide responsive, personalized

3
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service and customized products. A substantial portion of our business is with customers who have long-standing
relationships with our officers or directors or who have been referred to us by existing customers.

     Historically, we have focused our lending activities on commercial real estate loans, construction loans and land
acquisition and development loans, which comprised 78% of our loan portfolio at December 31, 2004. While this
continues to be a large part of our business, we see significant opportunities in growing our commercial and industrial,
or C&I, loans, and Small Business Administration, or SBA, loans. On the deposit side, we have focused on attracting
low cost core deposits, with particular emphasis on growing our non-interest bearing demand deposits. Non-interest
bearing demand deposits were 25.6% of our total deposits at December 31, 2004 compared to 18.1% at December 31,
2000.

     Our most recent significant event is the successful conclusion of our initial public offering (�IPO�) and concurrent
listing of our common stock on the Nasdaq National Market in the fourth quarter of 2004. In our offering we raised $
39.3 million, net of expenses, and certain selling shareholders received net proceeds of $16.5 million. For a discussion
of our intended use of the proceeds of the offering, please see Item 5, �Market for Common Equity and related
Stockholder Matters � Use of Proceeds� and Item 7, �Management�s Discussion and Analysis of Financial Condition and
Results of Operations.�

     We have five full service branches, four located in Las Vegas and one located in Henderson. Our headquarters is
located at our downtown branch at 400 South 4th Street, Las Vegas, Nevada 89101 and our telephone number is
(702) 878-0700. We maintain a website at www.communitybanknv.com.

Management

     We seek to attract and retain experienced and relationship-oriented employees. We have structured incentive
programs that are intended to reward both superior production as well as adherence to our business philosophy and
strategy. Our management team is focused on creating a positive work environment for all employees and fostering a
productive culture. Our management team consists of the following individuals:

�  Edward M. Jamison, a founder of Community Bank of Nevada, has been our President and Chief Executive
Officer since our inception. Previously, Mr. Jamison was a founder, President and Chief Executive Officer of
Nevada Community Bank from its inception in 1990 until its sale in 1993 to First Security Corporation. Prior
to that Mr. Jamison had been a Senior Vice President of another First Security Corporation subsidiary in Utah
from 1984 to 1989. Mr. Jamison has been involved in the banking industry for over 32 years.

�  Lawrence K. Scott, Executive Vice President and Chief Operating Officer joined us in 2002. Prior to 2002,
Mr. Scott was an Executive Vice President and Chief Credit Officer at First Security Bank Nevada from 1994
to 2001. Mr. Scott has over 20 years of experience in the banking industry, with his entire career spent in the
Las Vegas market.

�  Cathy Robinson, Executive Vice President and Chief Financial Officer, joined us in 1995 shortly after we
commenced operations. With more than 25 years of experience in the banking industry, she previously served
as a Chief Financial Officer for a community bank located in Southern California.

�  Don F. Bigger, Executive Vice President, Credit Administration, joined us in 2002 and has over 20 years of
banking experience in Southern Nevada. Prior to joining us, Mr. Bigger held lending positions with
Washington Mutual Bank, Wells Fargo Bank, First Security Bank and Valley Bank of Nevada.

�  
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Cassandra Eisinger, Executive Vice President and Director of Operations, joined us in 2004 to oversee
operations and our branches. She previously managed the branches of Nevada State Bank, a Zions
Bancorporation subsidiary, and has over 24 years of experience in the banking industry.

�  Bruce Ford, Executive Vice President and Chief Credit Officer, joined us in 2005 and has over 21 years of
banking experience. Prior to joining us, Mr. Ford held the position of Senior Regional Credit Officer for
Wells Fargo Bank.

Strategy

     We strive to be a high performing community bank holding company for the long-term benefit of our shareholders,
customers and employees. The key elements of our strategy are to:

4
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 Growth Strategies

�  Expand our franchise through acquisition or the establishment of new branches or banks in high growth
markets, such as the greater Las Vegas area, or similar high growth markets in Arizona and California. We
plan on opening our sixth branch in the second half of 2005 in Las Vegas and our strategic plan currently calls
for one additional branch per year through 2009.

�  Being a public company with a common stock that is quoted and traded on a national stock market. In
addition to providing access to growth capital, we believe a �public currency� provides flexibility in structuring
acquisitions and will allow us to attract and retain qualified bankers through equity-based compensation. Our
IPO and concurrent listing on the Nasdaq National Market in the fourth quarter of 2004 helped put this
strategy into action.

�  Expand our commercial and SBA lending portfolio in an effort to diversify our customer base, increase the
average maturity of our loan portfolio and increase our non-interest income. We expect to diversify our
commercial loan portfolio by participating in select syndicated credits originated by other lenders and to
expand our SBA portfolio by expanding our Las Vegas operation, as well as by opening additional loan
production offices in other high growth markets.

�  Continue to grow our real estate lending activities by providing competitive commercial real estate loans,
construction loans, and land acquisition and development loans. With the additional capital provided by our
IPO, we have the ability to originate larger loans to new and existing customers.

�  Hire and retain, experienced and qualified employees to support our planned expansion of our business
activities. In the short term, we are focused on expanding our SBA team.

Operating Strategies

�  Maximize revenue opportunities by using a pricing model together with specific incentives that increases the
overall profitability of each customer relationship. The pricing model assists our lenders and business
development officers in achieving a �hurdle� rate that maximizes return on equity associated with each
customer. For loans, the model has placed added emphasis on risk and return. For deposits, the model has
helped drive an increase in non-interest bearing deposits, as well as focus us to actively manage our certificate
of deposit, or CD, program to decrease the percentage of our deposit mix represented by CDs.

�  Enhance our risk management functions by pro-actively managing sound procedures and committing
experienced human resources to this effort. We seek (i) to identify risks in all functions of our business,
including credit, operations and asset and liability management, (ii) to evaluate such risks and their trends and
(iii) to adopt strategies to manage such risks based upon our evaluations.

�  Maintain high asset quality by continuing to utilize rigorous loan underwriting standards and credit risk
management practices.

�  Continue to actively manage interest rate and market risks by closely matching the volume and maturity of
our rate sensitive assets to our interest sensitive liabilities in order to mitigate adverse effects of rapid changes
in interest rates on either side of our balance sheet.

Market Area

     We operate in Clark County, Nevada. Clark County is one of the fastest growing areas in the United States.
According to the U.S. Census, between 1990 and 2000 Clark County�s population grew by 6.4% on an annual basis,
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from 741,459 persons to 1,375,765 persons, versus the U.S. average of 1.2%. By 2004, Clark County reached a
population of 1,715,337, according to the Center for Business and Economic Research based at the University of
Nevada, Las Vegas, or the CBER, making it the fourth fastest growing county in the United States measured by
numerical population growth. This growth has been driven by a variety of factors including a growth in the service
economy associated with the hospitality and gaming industries, affordable housing, no income taxation, a growing
base of senior or retirement communities and general recreational opportunities associated with a favorable climate.

     The following highlights, more specifically, some of the economic opportunities that have driven the population
growth in Clark County. According to CBER, between 1999 and 2004:
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�  total gaming revenue in Clark County has risen to revenue of over $8.5 billion dollars in 2004, as compared to
revenue of approximately $7.2 billion in 1999;

�  visitor volume has increased from approximately 34 million visitors to Las Vegas in 1999 as compared to
37 million in 2004; and

�  the number of hotel rooms in Clark County increased from approximately 120,000 in 1999 to approximately
132,000 in 2004, with an expected increase of an additional 4% in 2005.

     Complementing the region�s expanding economic opportunities has been the availability of relatively affordable
housing. The attraction and retention of a quality labor force to service the economy depends in part on housing
availability. According to CBER, housing permits related to new homes in Clark County have risen over the last five
years, from 26,624 in 1999 to 36,856 in 2004. Although home prices have recently risen, management believes
median housing prices in Nevada are still below the median price for homes in California, which is the source of three
of every five new Nevada residents.

     Contributing to the population growth in Clark County has been the recent influx of retirees and young families to
the area. According to CBER, over 20,000 retirees have moved to Clark County since 2001, factoring into the 2003
total number of 243,500 retirees. In addition to retirees, many young families have moved to Clark County, driven by
the rapid economic growth, as described above, in the greater Las Vegas area.

     The Clark County school district is the fastest growing school district in the United States, according to the Nevada
Department of Education. According to the Clark County School District 1998 Building Program, the Clark County
School district has opened 14 new schools for the 2004-2005 school year alone. In 1998 Clark County voters
approved a bond issue for an additional $3.5 billion to build a total of 88 new schools (50 elementary schools, 22
middle schools, and 16 high schools) to accommodate an anticipated 15,980 new students a year, a number that is
expected to increase to 18,049 students per year over the next decade. To date, 30 of these schools have already been
built.

     In addition to schools, population growth has created a need for all types of retail services. For example, over the
past seven years, a national pharmacy chain has built 30 drug stores in Clark County. Commercial stores, gas stations,
storage units, restaurants and bars, and clothing stores are among the services that have followed the population
growth. Three new hospitals are scheduled to open in 2004 and 2005 in Clark County. As a result, we expect to see an
increase in medical support facilities and doctors� offices, especially with the retiree population continuing to grow.
Also, the increase of products and services at the retail level require additions to the wholesale, warehouse and
transportation sectors.

     We believe that the economic growth in Clark County, the population growth and the accompanying need for
infrastructure presents the following significant opportunities:

�  Deposit Growth Opportunities. According to the FDIC, deposits in Clark County grew from $11 billion to
$29 billion between June 1999 and June 2004, a compound annual growth rate of 20%.

�  Loan Growth Opportunities. Increased residential and commercial development as well as the infrastructure
growth in Clark County has offered more and larger lending opportunities for us.

Business Activities

     We provide banking services throughout our primary market area to small-to medium-sized businesses (generally
representing businesses with annual revenues of less than $50 million). Many of these small- to medium-sized
businesses provide goods and services, directly or indirectly, to the development of the infrastructure in and around
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the greater Las Vegas area that services the growing population. Our customers include developers, contractors,
professionals, distribution and service businesses, local residential home builders and manufacturers. We also provide
a broad range of banking services and products to individuals, including personal checking and savings accounts and
other consumer banking products, including electronic banking.

     In 2003, we implemented a pricing model that places an equal emphasis on the management of the pricing of both
loans and deposits and measures the overall profitability of a relationship. We believe that, along with other marketing
efforts, the use of this pricing model has made a significant contribution to the growth of lower cost deposits, and
more particularly, the growth of non-interest bearing deposits. Prior to 2003, we priced almost exclusively according
to market competitive factors. We believe that such a practice did not adequately address risk and return.
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     Both lending personnel and the business development staff who have a primary emphasis on deposit growth utilize
this program to determine pricing for products. Some of the applications are summarized below:

�  Lending. Senior management establishes a minimum return on equity �hurdle� rate for each particular loan type,
which is influenced by the pricing of credit and the revenue derived from various deposits generated. We pay
incentives to our lenders based on maximizing the relationship return on equity. We have found that the
lenders have become far more conscientious about pricing credit, as well as their ability to secure low cost
deposits. Additionally, the model has placed added emphasis on risk and return. The credit risk rating
influences the costs associated with the credit and therefore influences pricing when additional risk is
assumed.

�  Deposits. We have a very active business development culture and have developed a specific incentive plan
for deposit gathering. The pricing model takes into account the interest expense associated with a deposit
relationship and through transfer pricing helps determine the profitability of a deposit relationship. Since
non-interest bearing deposits have no interest expense associated with them, the return on equity is high for
that product and thus, the payout incentive to the business development staff is high.

     Management has instructed all lending personnel to utilize variable rate pricing of loans whenever possible. A
small percentage of borrowers have been granted fixed rate pricing. When fixed rate pricing is extended, two
objectives must accompany such a commitment. First, the initial return on equity of the credit commitment must be
greater than what would be expected on a variable rate commitment, and, secondly, it is deemed highly probable that
the relationship will produce additional revenue opportunities from the utilization of other bank products.

     We originate a variety of types of loans, including commercial real estate loans, secured and unsecured C&I loans,
residential real estate loans, SBA loans, and to a lesser extent consumer based loans. In addition to direct loan
origination, we also utilize our relationships within the banking industry to participate in syndicated loans and
participation loans that fit our criteria. The amount of our syndicated loans, at December 31, 2004 constituted less than
2% of our total loan portfolio and the amount of our participation loans at December 31, 2004 constituted
approximately 13% of our total loan portfolio. When we consider the purchase of an interest in a syndicated loan or a
loan participation, we apply our existing policies and procedures to the credit. Proven cash flow and an independent
secondary source of repayment remain as the critical measurements of credit risk.

     Once we have booked an interest in a loan syndication or purchased a participation interest in a loan, we strive to
apply the same monitoring and credit quality assessment as we do for credits that we originate. These monitoring and
assessment procedures include review of information supplied by borrowers pursuant to loan agreements as well as
both internal and external loan review of the credit. To date, we have not suffered any loss on a loan purchased from
another originator. Although we are seeking to expand the amount of syndicated loans in our portfolio, we expect that
our own originations will continue to be the primary source of our loan growth.

     Our customers are generally comprised of the following groups:

�  Real estate developers in need of land, construction and permanent financing for commercial and residential
developments.

�  Small- to medium-sized businesses in need of secured and unsecured lines of credit or permanent C&I loans.

�  Professionals and professional firms, such as architectural, engineering and law firms in need of operating
facilities.

     We manage our loan portfolio to provide for an adequate return, through our pricing model, but also to provide a
diversification of risk. Historically, we have maintained very high asset quality. Our lending activities are
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concentrated in four main categories, as described below.

Commercial Real Estate Loans. We have a strong focus in the origination of commercial real estate loans. Our
commercial real estate loans fall into three sub-categories � raw land, construction and term loans on completed
projects. Construction and acquisition and development lending currently constitutes approximately 27% of total
commercial real estate loans at December 31, 2004. Raw land loans and term loans on completed projects constituted
approximately 14% and 59%, respectively, of total commercial real estate loans at December 31, 2004.
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     To manage our concentration of loans in commercial real estate and the inherently higher risk of construction
lending (see �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Financial
Condition � Allowance for Loan Losses�), we seek diversification through maintaining a broad base of borrowers and
by adjusting our exposure to property types based on overall strength in a particular sector, which includes a variety of
factors such as vacancy trends. During the past several years, the retail segment of the market has been strong, with
low vacancies, while other segments of the CRE market have experienced weaker fundamentals. Currently, a large
portion of our portfolio is in the retail sector. As of December 31, 2004, our CRE loan portfolio, including
construction loans, was comprised of the following property types:

% of
Loan

Loan Type
$

Outstanding Portfolio
(In million)

Retail $ 109 27%
Office $ 74 18%
Industrial $ 26 7%
Hotel/Casino $ 25 6%
Restaurant/Bar $ 8 2%
Other $ 12 3%

Total $ 254 63%

     We have historically maintained very strong credit quality. We generally underwrite loans with a minimum equity
position of 25% (or a maximum loan to value of 75%) and a minimum debt coverage ratio of 1.25:1. We also seek to
lend to developers who have already entered into leases for the subject property, however, we are willing to provide
loans for speculative development but only if the borrower has the ability to service the debt without the anticipated
success of the subject property and can demonstrate such ability to our satisfaction.

     We have also increased our focus on owner occupied real estate. Consistent with our strategic plan to reduce our
cost of funds, we have found this often includes many core business opportunities with professionals such as
attorneys, engineers, architects, doctors and dentists. These types of businesses also provide reliable depository
relationships.

     We have been active in both the construction lending and permanent financing of our CRE portfolio. Construction
and raw land loans are short term in nature and generally do not exceed 18 months. Permanent commitments are
primarily restricted to no greater than 10 year maturities with rate adjustment periods every 36 months when fixed
commitments exist.

Commercial and Industrial Loans. We offer a variety of commercial loan products including lines of credit for
working capital, term loans for capital expenditures and commercial stand-by letters of credit. As of December 31,
2004, we had $60 million of C&I loans outstanding and C&I commitments of $36 million. Lines of credit typically
have a 12 month commitment and will be secured by the trading asset that is being financed. In cases of larger
commitments, a borrowing base certificate may be required to determine eligible collateral and advance parameters.
Term loans seldom exceed 60 months, but in no case, exceed the depreciable life of the tangible asset being financed.
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     We are a �Preferred Lender� with the Small Business Administration, or SBA. Our strategic plan calls for a much
greater future commitment to this product line. We offer both SBA 7a loans and SBA 504 programs. Under the 7a
Program, loans up to $150,000 are guaranteed up to 85% by the SBA. Under current SBA guidelines, 7a loans in
excess of $150,000 but not in excess of $2,000,000 are guaranteed up to 75% by the SBA. Generally, this guarantee
may become invalid only if the loan does not meet the SBA documentation guidelines. We have just recently elected
to sell the guaranteed portion of our 7a loans. Subject to balance sheet needs, we anticipate strong growth in this
product and a continued philosophy to increase non interest income by selling these assets. We will continue to
service the loans for a fee.

     In 2002, we introduced our Express Loan program. All commercial credits less than $200,000 are underwritten by
this department. We utilize credit scoring software to assist us with the credit decision process. This has resulted in far
greater efficiency. Borrowers realize a 24-hour turn around time on loan decisions and have been willing to pay a
premium for this service.

8
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Residential Real Estate Loans. The majority of new home construction in the greater Las Vegas area is conducted
by the large national/regional home builders that have direct access to capital markets. We have selectively
participated with some of the small local home builders that continue to have success with in-fill parcels that have
demonstrated high demand. As of December 31, 2004, our residential real estate loan portfolio was comprised of
$86 million in loans, including both acquisition and development loans and new home construction totaling
$48 million. These commitments extend up to 18 months and include both acquisition and development loans and new
home construction. We do not participate in permanent mortgage financing in this segment, because we consider
single family mortgage lending to be a commodity business.

Consumer Lending. We have used consumer credit as a complementary product to our primary product line. Our
approach to consumer credit is as a �value added� product for our business customers. We offer competitively priced
products with an emphasis in the marketing towards the business owner and the work force of that client. Our product
line includes home equity credit lines, automobile loans, personal lines of credit and home improvement loans.

 Lending and Credit Policies

     The Board of Directors of Community Bank of Nevada establishes our lending policies. The three key principles of
our lending policies are (1) debt service coverage, (2) risk rating system and pricing for risk and (3) managed
concentration levels.

Debt Service Coverage. Our risk management philosophy is to extend credit only when an applicant has proven
cash flow to service the proposed debt. Additionally, it is generally necessary for the applicant to demonstrate an
independent secondary source of repayment.

Risk Rating System and Pricing for Risk. We have a risk rating system of eight categories that clearly define the
fundamentals for each risk rating. At the time of origination, the underwriter assigns a risk rating and then it is
reviewed periodically by credit administration. We use this system to manage levels of risk, pricing and forward
thinking strategy for future extensions of certain loan categories. We introduced a relationship pricing model in 2003,
which integrates our risk rating system and promotes the origination of highly profitable loans.

Managed Concentration Levels. We have established minimum levels of return on equity that varies by product
type and concentration levels. We actively manage our pricing model, so that we have control over our concentrations
in certain types of credits, so that if we near a policy guideline, we can adjust the hurdle rates based on our perceived
concentration risk.

     If a credit falls outside of the guidelines set forth in our lending policies, the loan is not approved until it is
reviewed by a higher level of credit approval authority. Credit approval authority has three levels, as listed below from
lowest to highest level. Based on the historical strong emphasis on business development, the Board of Directors of
Community Bank of Nevada has intentionally kept approval authorities low to assure a high degree of secondary
review for a credit consideration. Management believes that the current authority levels provide satisfactory
management and a reasonable percentage of secondary review. Any conditions placed on loans in the approval
process must be satisfied before our credit administration will release loan documentation for execution. Our credit
administration works entirely independent of loan production and has full responsibility for all loan disbursements.

�  Individual Authorities. Individual loan officers have approval authority up to $750,000 for secured loans and
up to $150,000 for unsecured transactions. The Chief Executive Officer, Chief Operating Officer and the
Chief Credit Officer have approval authority of up to $2,000,000 for secured loans and up to $750,000 for
unsecured loans.
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�  Senior Loan Committee. The Senior Loan Committee consists of the Chairman of the Board, Chief Executive
Officer, the Chief Operating Officer, Chief Credit Officer and the Managers of Commercial Lending and
Commercial Real Estate. It has approval authority up to $6,000,000 for secured loans and up to $1,500,000
for unsecured loans.

�  Board Loan Committee. The Board Loan Committee consists of all of the members of the Board of Directors
of Community Bank of Nevada. It has approval authority up to our legal lending limit, which was
approximately $13 million at December 31, 2004.

Loan Grading and Loan Review. We seek to quantify the risk in our lending portfolio by maintaining a loan
grading system consisting of eight different categories (Grades 1-8). The grading system is used to determine, in part,
the provision for loan losses. The first four grades in the system are considered satisfactory. The other four grades
range from a �Watch/Pass� category to a �Doubtful� category. These four grades are further discussed below under the
section subtitled �Classified Assets�.
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     The originating loan officer initially assigns a grade to each credit as part of the loan approval process. Such grade
may be changed as a loan application moves through the approval process. In addition to any dollar limitations that
may require higher credit approval authority, each loan that is graded �Watch/Pass� or worse requires prior approval of
the Board of Directors of Community Bank of Nevada.

     After funding, all loans of $250,000 or over are reviewed by the executive vice president/credit administrator who
may assign a different grade to the credit. The grade on each individual loan is reviewed at least annually by the loan
officer overseeing the credit. The Board of Directors of Community Bank of Nevada reviews monthly the aggregate
amount of all loans graded as special mention, substandard or doubtful, and each individual loan over $200,000 that
has a grade within such range. Additionally, changes in the grade for a loan may occur through any of the following
means:

�  random reviews of the loan portfolio conducted by loan administration;

�  annual reviews conducted by an outside loan reviewer;

�  bank regulatory examinations;

�  monthly action plans submitted to loan administration by the responsible lending officers for each credit
graded 5-8; or

�  at the monthly credit risk managers meeting if a loan is exhibiting certain delinquency tendencies.
Loan Delinquencies. When a borrower fails to make a committed payment, we attempt to cure the deficiency by

contacting the borrower to seek payment. Habitual delinquencies and loans delinquent 30 days or more are reviewed
at the monthly credit risk managers meeting for possible changes in grading.

Classified Assets. Federal regulations require that each insured bank classify its assets on a regular basis. In
addition, in connection with examinations of insured institutions, examiners have authority to identify problem assets,
and, if appropriate, classify them. We use grades 5-8 of our loan grading system to identify potential problem assets
and consider substandard and doubtful grades as �classified�. There were $1.5 million, $3.1 million, $4.3 million and
$6.4 million in classified loans at December 31, 2004, December 31, 2003, December 31, 2002 and December 31,
2001, respectively.

     The following describes grades 5-8 of our loan grading system:

�  Watch/Pass � Grade 5. Generally these are assets that display negative trends or other causes for concern. This
grade is regarded as a transition category. We will either upgrade the credit if meaningful progress is evident
within six months, or downgrade the credit to a more severe grade as appropriate.

�  Special Mention � Grade 6. These assets have potential weaknesses that may result in deterioration of the
repayment prospects and, therefore, deserve the attention of management. Usually, these assets are long-term
problems that are likely to remain and require management action plans. These loans exhibit an increasing
reliance on collateral for repayment.

�  Substandard � Grade 7. These assets are inadequately protected by the current worth and paying capacity of
the borrower or of the collateral pledged, if any. Although loss may not be imminent, if the weaknesses are
not corrected, there is a good possibility that we will sustain some loss.

�  
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Doubtful � Grade 8. These assets have all the weaknesses inherent in an asset classified as �substandard�, with
the added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently
existing facts, condition and values, highly questionable and improbable. At the point where a loss is
identified, all or that portion deemed a loss is immediately classified as �Loss� and charged off.

Risk Management

     Our strategic plan continues to promote a growth rate commensurate with the rapid growth of Southern Nevada.
We are equally committed to maintaining internal controls to manage the risk associated with such growth. Our Risk
Management Committee has defined our most significant risks and measures the trends from low to high. The
committee has identified credit risk and operational risk as the two areas that could have the greatest impact on
capital.

10
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     To mitigate and pro-actively manage these areas of risk, we have established sound procedures and committed
experienced human resources to this effort.

     We have focused on enhancing three functions:

�  Credit Administration has been significantly enhanced by the recent addition of Bruce Ford as Chief Credit
Officer, who has more than 21 years of banking experience. Further, Credit Administration has been staffed to
maintain all credit policies and procedures, loan documentation, disbursement of loan proceeds and to review
the integrity of the credit risk rating system.

�  Operations support has been significantly enhanced by the addition of an Executive Vice President with more
than 20 years of operations experience. The combined talents of this team manage the identified risks such as
wires, check fraud and identity theft. Additionally, they have the primary responsibility to assure we are
compliant with all applicable laws and regulations.

�  The Audit Department has also been expanded under the direction of the Audit Committee. This staff of
professionals regularly examine all of the areas of known risk and report the findings to Executive
Management and the Audit Committee.

     We believe that the established organization allows management to maintain an accurate understanding of risk
levels at all times. With this level of understanding, strategic plans are developed with the necessary risk parameters to
adequately protect our capital.

Investment Activities

     Our investment strategy is designed to be complementary to and interactive with our other activities (i.e. cash
position; borrowed funds; quality, maturity, stability and earnings of loans; nature and stability of deposits; capital and
tax planning). The target percentage for our investment portfolio is between 10% to 25% of total assets. Our general
objectives with respect to our investment portfolio are to:

�  achieve an acceptable asset/liability gap position (based on our separate policy related to asset/liability
management that provides guidance for how investments are to be used to manage asset/liability gaps);

�  provide a suitable balance of quality and diversification to our assets;

�  provide liquidity necessary to meet cyclical and long-term changes in the mix of assets and liabilities;

�  provide a stable flow of dependable earnings;

�  maintain collateral for pledging requirements;

�  manage interest rate risk;

�  comply with regulatory and accounting standards; and

�  provide funds for local community needs.
     Investment securities consist primarily of US Agency issues, municipal bonds and mortgage-backed securities. In
addition, for bank liquidity purposes, we use Fed Funds Sold which are temporary overnight sales of excess funds to
correspondent banks.
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     All of our investment securities are classified as �available for sale� or �held to maturity� pursuant to SFAS No. 115,
�Accounting for Certain Investments in Debt and Equity Securities.� Available for sale securities are reported at fair
value, with unrealized gains and losses excluded from earnings and instead reported as a separate component of
stockholders� equity. Held to maturity securities are those securities that we have both the intent and the ability to hold
to maturity. These securities are carried at cost adjusted for amortization of premium and accretion of discount.

     Our securities portfolio is managed in accordance with guidelines set by our Investment Policy. Specific
day-to-day transactions affecting the securities portfolio are managed by our Chief Financial Officer. In accordance
with our written Investment Policy, all executions also require the prior written approval of the President. These
securities activities are reviewed monthly or more often, as needed, by our Investment Committee and are reported
monthly to our Board of Directors.
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     Our Investment Policy addresses strategies, types and levels of allowable investments and is reviewed and
approved annually by our Board of Directors. Our Investment Policy authorizes us to invest in a variety of investment
securities, subject to various limitations. It also limits the amount we can invest in various types of securities, places
limits on average life and duration of securities, and limits the securities dealers with whom we can conduct business.

Concentrations/Customers

     No individual or single group of related accounts is considered material in relation to our assets or deposits or in
relation to our overall business. However, approximately 84% of our loan portfolio at December 31, 2004 consisted of
real estate-secured loans, including commercial loans secured by real estate, construction loans and real estate
mortgage loans. Moreover, our business activities are focused in the greater Las Vegas area. Consequently, our
business is dependent on the trends of this regional economy, and in particular, the commercial and residential real
estate markets. At December 31, 2004, we had 101 loans in excess of $1 million each, totaling $275 million. These
loans comprise approximately 10.7% of our loan portfolio by number of loans and 68.1% by total loans outstanding.
Not including credit card and consumer overdraft lines and purchased participation loans, our average loan size is
approximately $426,000.

Deposit Products and Other Sources of Funds

     Our primary sources of funds for use in our lending and investing activities consist of:

�  deposits;

�  maturities and principal and interest payments on loans and securities;

�  other borrowings; and

�  funds down streamed into Community Bank of Nevada, from time to time by Community Bancorp.
     We closely monitor rates and terms of competing sources of funds and utilize those sources we believe to be the
most cost effective, consistent with our asset and liability management policies.

Deposits. An important balance sheet component impacting our net interest margin is the composition and cost of
our deposit base. We can improve our net interest margin to the extent that growth in deposits can be focused in the
less volatile and somewhat more traditional core deposits, or total deposits less CDs greater than $100,000, commonly
referred to as Jumbo CDs. We attempt to price our deposit products in order to promote deposit growth and satisfy our
liquidity requirements and offer a variety of deposit products in order to satisfy our customers� needs.

     We provide a wide array of deposit products. We have historically relied upon, and expect to continue to rely upon,
deposits to satisfy our needs for sources of funds. We offer regular checking, savings, NOW and money market
deposit accounts; fixed-rate, fixed maturity retail CDs ranging in terms from 30 days to five years; individual
retirement accounts and Jumbo CDs. For business customers, we provide courier service to pick up non-cash deposits,
and for those customers that use large amounts of cash, we arrange for armored car and vault service.

     Our focus is on attracting lower cost core transaction account deposits. Based on average balances, as of
December 31, 2004, our deposit portfolio was comprised of 27% non-interest bearing deposits, as compared to 24% at
December 31, 2003 and 20% at December 31, 2002. We are not reliant on escrow deposits which constitute less than
2% of total deposits nor do we run a �money desk.� At December 31, 2004, the Company had one customer whose total
deposits were $27.5 million � approximately 6% of total deposits.
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     We intend to continue our efforts at attracting deposits from our business lending relationships in order to reduce
our cost of funds and improve our net interest margin. Also, we believe that we have the ability to attract sufficient
additional funding by re-pricing the yields on our CDs in order to meet loan demands during times that growth in core
deposits differs from loan demand.
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     In addition to our traditional marketing methods, we attract new clients and deposits by:

�  expanding long-term business customer relationships, including referrals from our customers, and

�  building deposit relationships through our branch relationship officers who are compensated based upon the
profitability of such relationships.

Other Borrowings. We may occasionally use our Fed funds lines of credit to support liquidity needs created by
seasonal deposit flows, to temporarily satisfy funding needs from increased loan demand, and for other short-term
purposes. We have three Fed funds lines with other financial institutions pursuant to which we can borrow up to
$16 million on an unsecured basis. These lines may be terminated by the respective lending institutions at any time.

     We also borrow from the Federal Home Loan Bank, or FHLB, pursuant to an existing commitment based on the
value of the collateral pledged (either loans or securities). FHLB borrowings have been only occasional and based
upon pricing opportunities.

Employees

     We had a total of 104 full-time and 10 part-time employees at December 31, 2004.

Competition

     The banking and financial services business in Clark County, Nevada, generally, and in the greater Las Vegas area,
in particular, is highly competitive. This increasingly competitive environment is a result primarily of growth in
community banks, changes in regulation, changes in technology and product delivery systems, and the accelerating
pace of consolidation among financial services providers. We compete for loans, deposits and customers with other
commercial banks, savings and loan associations, securities and brokerage companies, mortgage companies, insurance
companies, finance companies, money market funds, credit unions, and other nonbank financial service providers.
Many of these competitors are much larger in total assets and capitalization, have greater access to capital markets and
offer a broader range of financial services than we can offer.

     Competition for deposit and loan products remains strong from both banking and non-banking firms and this
competition directly affects the rates of those products and the terms on which they are offered to consumers.

     Technological innovation continues to contribute to greater competition in domestic and international financial
services markets. Many customers now expect a choice of several delivery systems and channels, including telephone,
mail, home computer and ATMs.

     Mergers between financial institutions have placed additional pressure on banks to consolidate their operations,
reduce expenses and increase revenues to remain competitive. In addition, competition has intensified due to federal
and state interstate banking laws, which permit banking organizations to expand geographically with fewer restrictions
than in the past. These laws allow banks to merge with other banks across state lines, thereby enabling banks to
establish or expand banking operations in our market. The competitive environment is also significantly impacted by
federal and state legislation that make it easier for non-bank financial institutions to compete with us.

Effect of Governmental Policies and Recent Legislation

     Banking is a business that depends on rate differentials. In general, the difference between the interest rate we pay
on our deposits and our other borrowings and the interest rate we receive on loans extended to our customers and
securities held in our portfolio comprise the major portion of our earnings. These rates are highly sensitive to many

Edgar Filing: Community Bancorp - Form 10-K

Table of Contents 25



factors that are beyond our control. Accordingly, our earnings and growth are subject to the influence of domestic and
foreign economic conditions, including inflation, recession and unemployment.

     The commercial banking business is not only affected by general economic conditions but is also influenced by
monetary and fiscal policies of the federal government and the policies of regulatory agencies, particularly the Federal
Reserve. The Federal Reserve implements national monetary policies (with objectives such as curbing inflation and
combating recession) by its open-market operations in United States Government securities, by adjusting the required
level of reserves for financial institutions subject to its reserve requirements and by varying the discount rates
applicable to borrowings by depository institutions. The actions of the Federal Reserve in these areas influence the
growth of bank loans, investments and deposits and also affect interest rates charged on loans and paid on deposits.
The nature and impact of any future changes in monetary policies cannot be predicted.
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     From time to time, legislation is enacted which has the effect of increasing the cost of doing business, limiting or
expanding permissible activities or affecting the competitive balance between banks and other financial institutions.
Proposals to change the laws and regulations governing the operations and taxation of banks, bank holding companies
and other financial institutions are frequently made in Congress, in the Nevada legislature and before various bank
regulatory and other professional agencies.

Supervision and Regulation

     The following discussion is only intended to provide summaries of significant statutes and regulations that affect
the banking industry and is therefore not complete. Changes in applicable laws or regulations, and in the policies of
regulators, may have a material effect on our business and prospects. We cannot accurately predict the nature or extent
of the effects on our business and earnings that fiscal or monetary policies, or new federal or state laws, may have in
the future.

General

     We are extensively regulated under federal and state law. These laws and regulations are primarily intended to
protect depositors, not shareholders. The discussion below describes and summarizes certain statutes and regulations.
These descriptions and summaries are qualified in their entirety by reference to the particular statute or regulation.
Changes in applicable laws or regulations may have a material effect on our business and prospects. Our operations
may also be affected by changes in the policies of banking and other government regulators. We cannot accurately
predict the nature or extent of the possible future effects on our business and earnings of changes in fiscal or monetary
policies, or new federal or state laws and regulations.

Compliance

     In order to assure that we are in compliance with the laws and regulations that apply to our operations, including
those summarized below, we employ a compliance officer, and we engage an independent compliance auditing firm.
We are regularly reviewed by the Board of Governors of Federal Reserve System, or the Federal Reserve, and the
Nevada Department of Business and Industry, Financial Institutions Division, or the Nevada FID, during which
reviews such agencies assess our compliance with applicable laws and regulations. Based on the assessments of our
outside compliance auditors and the Federal Reserve and Nevada FID, we believe that we materially comply with all
of the laws and regulations that apply to our operations.

Federal Bank Holding Company Regulation

General. Community Bancorp is a registered financial holding company as defined in the Bank Holding Company
Act of 1956, as amended, or the Bank Holding Company Act, and is therefore subject to regulation, supervision and
examination by the Federal Reserve. In general, the Bank Holding Company Act limits the business of bank holding
companies to owning or controlling banks and engaging in other activities closely related to banking. Community
Bancorp must file reports with the Federal Reserve and must provide it with such additional information as it may
require.

     The Federal Reserve may require Community Bancorp to terminate an activity or terminate control or liquidate or
divest certain subsidiaries, affiliates or investments when the Federal Reserve believes the activity or the control of the
subsidiary or affiliates constitutes a significant risk to the financial safety, soundness or stability of any of its banking
subsidiaries.
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     The Federal Reserve also has the authority to regulate provisions of certain bank holding company debt, including
the authority to impose interest ceilings and reserve requirements on such debt. Under certain circumstances,
Community Bancorp must file written notice and obtain Federal Reserve approval prior to purchasing or redeeming its
equity securities. Additionally, Community Bancorp is required by the Federal Reserve to maintain certain levels of
capital. See �Capital Adequacy� below for a discussion of the applicable federal capital requirements.

Financial Holding Company Status. Under the Financial Services Modernization Act of 1999, a bank holding
company may apply to the Federal Reserve to become a financial holding company, and thereby engage (directly or
through a subsidiary) in certain activities deemed financial in nature. Community Bancorp was approved as a financial
holding company on May 5, 2004.
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     As a financial holding company, Community Bancorp may affiliate with securities firms and insurance companies
and engage in other activities that are financial in nature or are incidental or complementary to activities that are
financial in nature. �Financial in nature� activities include:

�  Securities underwriting;

�  Dealing and market making;

�  Sponsoring mutual funds and investment companies;

�  Insurance underwriting and brokerage; merchant banking; and

�  Activities that the Federal Reserve, in consultation with the Secretary of the Treasury, determines from time
to time to be so closely related to banking or managing or controlling banks as to be a proper incident thereto.

     In order to become or remain a financial holding company, Community Bank of Nevada must be well capitalized,
well managed, and, except in limited circumstances, in satisfactory compliance with the Community Reinvestment
Act. Failure to sustain compliance with such requirements or correct any non- compliance within a fixed time period
could lead to divesture of subsidiary banks or require us to conform all of our activities to those permissible for a bank
holding company. A bank holding company that is not also a financial holding company can only engage in banking
and such other activities determined by the Federal Reserve to be so closely related to banking or managing or
controlling banks as to be a proper incident thereto.

     We do not believe that the Financial Services Modernization Act will negatively affect our operations in the short
term. However, to the extent the legislation permits banks, securities firms and insurance companies to affiliate, the
financial services industry may experience further consolidation. This consolidation could result in a growing number
of larger financial institutions that offer a wider variety of financial services than we currently offer, and these
companies may be able to aggressively compete in the markets we currently serve.

Holding Company Bank Ownership. The Bank Holding Company Act requires every bank holding company to
obtain the prior approval of the Federal Reserve before (1) acquiring, directly or indirectly, ownership or control of
any voting shares of another bank or bank holding company if, after such acquisition, it would own or control more
than 5% of such shares, (2) acquiring all or substantially all of the assets of another bank or bank holding company, or
(3) merging or consolidating with another bank holding company.

Holding Company Control of Nonbanks. With some exceptions, the Bank Holding Company Act also prohibits a
bank holding company from acquiring or retaining direct or indirect ownership or control of more than 5% of the
voting shares of any company which is not a bank or bank holding company, or from engaging directly or indirectly in
activities other than those of banking, managing or controlling banks, or providing services for its subsidiaries. The
principal exceptions to these prohibitions involve certain non-bank activities which, by statute or by Federal Reserve
regulation or order, have been identified as activities closely related to the business of banking or of managing or
controlling banks.

Transactions with Affiliates. Subsidiary banks of a bank holding company are subject to restrictions imposed by the
Federal Reserve Act on extensions of credit to the holding company or its subsidiaries, on investments in their
securities and on the use of their securities as collateral for loans to any borrower. These regulations and restrictions
may limit Community Bancorp�s ability to obtain funds from Community Bank of Nevada for its cash needs, including
funds for payment of dividends, interest and operational expenses.
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Tying Arrangements. We are prohibited from engaging in certain tie-in arrangements in connection with any
extension of credit, sale or lease of property or furnishing of services. For example, with certain exceptions, neither
Community Bancorp nor Community Bank of Nevada may condition an extension of credit to a customer on either
(1) a requirement that the customer obtain additional services provided by us or (2) an agreement by the customer to
refrain from obtaining other services from a competitor.

Support of Subsidiary Banks. Under Federal Reserve policy, Community Bancorp is expected to act as a source of
financial and managerial strength to Community Bank of Nevada. This means that Community Bancorp is required to
commit, as necessary, resources to support Community Bank of Nevada. Any capital loans a bank holding company
makes to its subsidiary banks are subordinate to deposits and to certain other indebtedness of those subsidiary banks.
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State Law Restrictions. As a Nevada corporation, Community Bancorp is subject to certain limitations and
restrictions under applicable Nevada corporate law. For example, state law restrictions in Nevada include limitations
and restrictions relating to indemnification of directors, maintenance of books, records, and minutes, and observance
of certain corporate formalities.

Federal and State Regulation of Community Bank of Nevada

General. Community Bank of Nevada is a Nevada chartered commercial bank with deposits insured by the FDIC.
The bank is also a member of the Federal Reserve System. As a result, Community Bank of Nevada is subject to
supervision and regulation by the Nevada FID and the Federal Reserve. These agencies have the authority to prohibit
banks from engaging in what they believe constitute unsafe or unsound banking practices.

Lending Limits. State banking law generally limits the amount of funds that a bank may lend to a single borrower
to 25% of stockholders� equity plus retained earnings and allowance for loan and lease losses.

Control of Financial Institutions. Nevada banking laws require that changes in ownership of 10% or more of a
bank�s outstanding voting stock must be reported to the Nevada FID within three business days. If 20% or more of the
bank�s voting power is acquired by a natural person, or 10% or more is acquired by an entity, then the acquisition may
be deemed a change in control requiring prior approval of the Nevada FID.

Community Reinvestment. The Community Reinvestment Act requires that, in connection with examinations of
financial institutions within their jurisdiction, the Federal Reserve evaluate the record of the financial institution in
meeting the credit needs of its local communities, including low and moderate income neighborhoods, consistent with
the safe and sound operation of the institution. These factors are also considered in evaluating mergers, acquisitions
and applications to open a branch or facility.

Insider Credit Transactions. Banks are also subject to certain Federal Reserve restrictions on extensions of credit
to executive officers, directors, principal shareholders or any related interests of such persons (i.e., insiders).
Extensions of credit (1) must be made on substantially the same terms and pursuant to the same credit underwriting
procedures as those for comparable transactions with persons who are neither insiders nor employees, and (2) must
not involve more than the normal risk of repayment or present other unfavorable features. Banks are also subject to
certain lending limits and restrictions on overdrafts to insiders. A violation of these restrictions may result in
regulatory sanctions on the bank or its insiders.

Regulation of Management. Federal law sets forth circumstances under which officers or directors of a bank may
be removed by the institution�s federal supervisory agency. Federal law also prohibits management personnel of a bank
from serving as a director or in a management position of another financial institution whose assets exceed a specified
amount or which has an office within a specified geographic area.

Safety and Soundness Standards. Federal law imposes upon banks certain non-capital safety and soundness
standards. These standards cover internal controls, information systems, internal audit systems, loan documentation,
credit underwriting, interest rate exposure, asset growth, compensation and benefits. Additional standards apply to
asset quality, earnings and stock valuation. An institution that fails to meet these standards must develop a plan
acceptable to its regulators, specifying the steps that the institution will take to meet the standards. Failure to submit or
implement such a plan may subject the institution to regulatory sanctions. Under Nevada state law, if the stockholders�
equity of a Nevada state-chartered bank becomes impaired, the Commissioner of the Nevada FID will require the bank
to make the impairment good. Failure to make the impairment good may result in the Commissioner�s taking
possession of the bank and liquidating it.
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Dividends. The principal source of Community Bancorp�s cash reserves will be dividends received from
Community Bank of Nevada. Nevada law imposes certain restrictions on a bank�s ability to pay dividends and
prohibits a bank from paying dividends if doing so would reduce its stockholders� equity below (i) the initial
stockholders� equity of the bank, or (ii) 6% of the total deposit liability of the bank, as determined by the Nevada FID.
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     Regulations of the Federal Reserve also govern the payment of dividends by a state member bank. Under Federal
Reserve Regulations, dividends may not be paid unless both capital and earnings limitations have been met. First, no
dividend may be paid if it would result in a withdrawal of capital or exceed the member bank�s net profits then on
hand, after deducting its losses and bad debts. Exceptions to this limitation are available only upon the prior approval
of the Federal Reserve and the approval of two-thirds of the member bank�s shareholders which, in the case of
Community Bank of Nevada, would require our approval, as the sole shareholder of Community Bank of Nevada.
Second, a state member bank may not pay a dividend without the prior written approval of the Federal Reserve if the
total of all dividends declared in one calendar year, including the proposed dividend, exceeds the total of net income
for that year plus the preceding two calendar years less any required transfers to surplus under state or federal law.

     In addition, a bank may not pay cash dividends if doing so would reduce its capital below minimum applicable
federal capital requirements. See �Capital Adequacy� below for a discussion of the applicable federal capital
requirements.

Predatory Lending

     The term �predatory lending,� much like the terms �safety and soundness� and �unfair and deceptive practices,� is
far-reaching and covers a potentially broad range of behavior. As such, it does not lend itself to a concise or a
comprehensive definition. But typically predatory lending involves at least one, and perhaps all three, of the following
elements:

�  making unaffordable loans based on the assets of the borrower rather than on the borrower�s ability to repay an
obligation, or asset-based lending;

�  inducing a borrower to refinance a loan repeatedly in order to charge high points and fees each time the loan
is refinanced, or loan flipping; and

�  engaging in fraud or deception to conceal the true nature of the loan obligation from an unsuspecting or
unsophisticated borrower.

     Federal Reserve Board regulations aimed at curbing such lending significantly widened the pool of high-cost
home-secured loans covered by the Home Ownership and Equity Protection Act of 1994, a federal law that requires
extra disclosures and consumer protections to borrowers. The following triggers coverage under the Home Ownership
and Equity Protection Act of 1994:

�  interest rates for first lien mortgage loans in excess of 8 percentage points above comparable Treasury
securities,

�  subordinate-lien loans of 10 percentage points above Treasury securities, and

�  fees such as optional insurance and similar debt protection costs paid in connection with the credit transaction,
when combined with points and fees if deemed excessive.

     In addition, the regulation bars loan flipping by the same lender or loan servicer within a year. Lenders also will be
presumed to have violated the law � which says loans shouldn�t be made to people unable to repay them � unless they
document that the borrower has the ability to repay. Lenders that violate the rules face cancellation of loans and
penalties equal to the finance charges paid. We do not expect these rules and potential state action in this area to have
a material impact on our financial condition or results of operation.

Privacy
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     Federal banking rules limit the ability of banks and other financial institutions to disclose non-public information
about consumers to nonaffiliated third parties. Pursuant to these rules, financial institutions must provide:

�  initial notices to customers about their privacy policies, describing the conditions under which they may
disclose nonpublic personal information to nonaffiliated third parties and affiliates;

�  annual notices of their privacy policies to current customers; and

�  a reasonable method for customers to �opt out� of disclosures to nonaffiliated third parties.
     These privacy provisions affect how consumer information is transmitted through diversified financial companies
and conveyed to outside vendors. We have implemented its privacy policies in accordance with the law.
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Interstate Banking and Branching

     The Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994, or the Interstate Act, generally
authorizes interstate branching. Currently, bank holding companies may purchase banks in any state, and banks may
merge with banks in other states, as long as the home state of neither merging bank has opted out under the legislation.
The Interstate Act requires regulators to consult with community organizations before permitting an interstate
institution to close a branch in a low-income area.

     Nevada has enacted �opting in� legislation authorizing interstate mergers pursuant to the Interstate Act. The Nevada
statute permits out-of-state banks and bank holding companies meeting certain requirements to maintain and operate
the Nevada branches of a Nevada bank with which the out-of-state company engaged in an interstate combination. An
out-of-state depository without a branch in Nevada, or an out-of-state holding company without a depository
institution in Nevada, must first acquire the Nevada institution itself or its charter, before it can establish a de novo
branch or acquire a Nevada branch through merger.

Deposit Insurance

     Community Bank of Nevada�s deposits are currently insured to a maximum of $100,000 per depositor through the
Bank Insurance Fund administered by the FDIC. Community Bank of Nevada is required to pay deposit insurance
premiums, which are assessed semiannually and paid quarterly. The premium amount is based upon a risk
classification system established by the FDIC. Banks with higher levels of capital and a low degree of supervisory
concern are assessed lower premiums than banks with lower levels of capital or a higher degree of supervisory
concern.

     The FDIC is also empowered to make special assessments on insured depository institutions in amounts
determined by the FDIC to be necessary to give it adequate assessment income to repay amounts borrowed from the
U.S. Treasury and other sources or for any other purpose the FDIC deems necessary.

Capital Adequacy

Regulatory Capital Guidelines. Federal bank regulatory agencies use capital adequacy guidelines in the
examination and regulation of bank holding companies and banks. The guidelines are �risk-based,� meaning that they
are designed to make capital requirements more sensitive to differences in risk profiles among banks and bank holding
companies.

Tier I and Tier II Capital. Under the guidelines, an institution�s capital is divided into two broad categories, Tier I
capital and Tier II capital. Tier I capital generally consists of common stockholders� equity, surplus and undivided
profits. Tier II capital generally consists of the allowance for loan losses, hybrid capital instruments, and subordinated
debt. The sum of Tier I capital and Tier II capital represents an institution�s total capital. The guidelines require that at
least 50% of an institution�s total capital consist of Tier I capital.

Risk-based Capital Ratios. The adequacy of an institution�s capital is gauged primarily with reference to the
institution�s risk weighted assets. The guidelines assign risk weightings to an institution�s assets in an effort to quantify
the relative risk of each asset and to determine the minimum capital required to support that risk. An institution�s risk
weighted assets are then compared with its Tier I capital and total capital to arrive at a Tier I risk-based ratio and a
total risk-based ratio, respectively. The guidelines provide that an institution must have a minimum Tier I risk-based
ratio of 4% and a minimum total risk-based ratio of 8%.
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Leverage Ratio. The guidelines also employ a leverage ratio, which is Tier I capital as a percentage of total assets
less intangibles, to be used as a supplement to risk-based guidelines. The principal objective of the leverage ratio is to
constrain the maximum degree to which a bank holding company may leverage its equity capital base. The minimum
leverage ratio is 3%; however, for all but the most highly rated bank holding companies and for bank holding
companies seeking to expand, regulators generally expect an additional cushion of at least 1% to 2%.

Prompt Corrective Action. Under the guidelines, an institution is assigned to one of five capital categories
depending on its total risk-based capital ratio, Tier I risk-based capital ratio, and leverage ratio, together with certain
subjective factors. The categories range from �well capitalized� to �critically undercapitalized.� Institutions that are
deemed to be �undercapitalized,� depending on the category to which they are assigned, are subject to certain mandatory
supervisory corrective actions.
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Corporate Governance and Accounting Legislation

Sarbanes-Oxley Act of 2002. On July 30, 2002, the Sarbanes-Oxley Act of 2002, or SOX, was signed into law to
address corporate and accounting fraud. SOX establishes a new accounting oversight board that will enforce auditing
standards and restricts the scope of services that accounting firms may provide to their public company audit clients.
Among other things, SOX also (i) requires chief executive officers and chief financial officers to certify to the
accuracy of periodic reports filed with the SEC; (ii) imposes new disclosure requirements regarding internal controls,
off-balance-sheet transactions, and pro forma (non-GAAP) disclosures; (iii) accelerates the time frame for reporting of
insider transactions and periodic disclosures by public companies; and (iv) requires companies to disclose whether or
not they have adopted a code of ethics for senior financial officers and whether the audit committee includes at least
one �audit committee financial expert.�

     Under SOX, the SEC is required to regularly and systematically review corporate filings, based on certain
enumerated factors. To deter wrongdoing, SOX: (i) subjects bonuses issued to top executives to disgorgement if a
restatement of a company�s financial statements was due to corporate misconduct; (ii) prohibits an officer or director
from misleading or coercing an auditor; (iii) prohibits insider trades during pension fund �blackout periods�;
(iv) imposes new criminal penalties for fraud and other wrongful acts; and (v) extends the period during which certain
securities fraud lawsuits can be brought against a company or its officers.

     As a public reporting company, we are subject to the requirements of SOX and related rules and regulations issued
by the SEC and Nasdaq. We anticipate that we will incur additional expense as a result of the Act, but we do not
expect that such compliance will have a material impact on our business. However, other non-interest expense items,
including professional expenses and other costs related to compliance with the reporting requirements of the securities
laws and compliance with the Sarbanes-Oxley Act of 2002, will increase significantly.

Anti-terrorism Legislation

USA Patriot Act of 2001. On October 26, 2001, President Bush signed the Uniting and Strengthening America by
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism, or the Patriot Act, of 2001. Among other
things, the Patriot Act (i) prohibits banks from providing correspondent accounts directly to foreign shell banks;
(ii) imposes due diligence requirements on banks opening or holding accounts for foreign financial institutions or
wealthy foreign individuals (iii) requires financial institutions to establish an anti-money-laundering compliance
program, and (iv) eliminates civil liability for persons who file suspicious activity reports. The Patriot Act also
increases governmental powers to investigate terrorism, including expanded government access to account records.
The Department of the Treasury is empowered to administer and make rules to implement the Patriot Act. While we
believe the Patriot Act may, to some degree, affect our recordkeeping and reporting expenses, we do not believe that it
will have a material adverse effect on our business and operations.

Nonbank Entity

     Our non-bank entity, Community Bancorp (NV) Statutory Trust I, a Connecticut statutory trust, is subject to the
laws and regulations of both the federal government and the state in which it conducts business.

Factors that May Affect Future Results of Operations

Factors Relating to our Market and to our Business

A deterioration in economic conditions and a slow down in growth generally, and a slowdown in gaming and
tourism activities in particular, could adversely affect our business, financial condition, results of operations
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and prospects. Such a deterioration could result in a variety of adverse consequences to us, including a
reduction in net income and the following:

�  Loan delinquencies may increase, which would cause us to increase loan loss provisions;

�  Problem assets and foreclosures may increase, which could result in higher operating expenses, as well
as possible increases in our loan loss provisions;

�  Demand for our products and services may decline including specifically, the demand for loans, which
would cause our revenues, which include net interest income and noninterest income, to decline; and
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�  Collateral for loans made by us may decline in value, reducing a customer�s borrowing power, and
reducing the value of assets and collateral associated with our loans, which could cause decreases in net
interest income and increasing loan loss provisions.

The greater Las Vegas area economy has grown dramatically during the past several years. The failure of this
economy to sustain such growth in the future could seriously affect our ability to grow and to be profitable.

     Our assets have enjoyed substantial growth with an annual compounded growth rate of 25.6% for the five year
period ending December 31, 2004. In large part, our growth has been fueled by the significant growth in the greater
Las Vegas area. Diminished growth of this market in the future could have a significant adverse impact on our
continued growth and profitability.

     While the current economic forecasts prepared by CBER remain optimistic about the future growth of Las Vegas,
albeit at lower growth rates than have recently been experienced, there are uncertainties in the economy, besides
tourism and gaming discussed below, such as limitations on water, the continued measured availability of land from
the Bureau of Land Management, infrastructure strains, increasing costs of housing, and tax and budgetary pressures,
which may hamper future growth.

Our market area is substantially dependent on gaming and tourism revenue, and a downturn in gaming or tourism
could seriously hurt our business and our prospects

     Our business is currently concentrated in the greater Las Vegas area which has an economy unique in the United
States for its level of dependence on services and industries related to gaming and tourism. Any event that negatively
impacts the tourism or gaming industry will adversely impact the Las Vegas economy.

     Gaming and tourism revenue (whether or not such tourism is directly related to gaming) is vulnerable to various
factors. A prolonged downturn in the national economy could have a significant adverse effect on the economy of the
Las Vegas area. Virtually any development or event that could dissuade travel or spending related to gaming and
tourism, whether inside or outside of Las Vegas, could adversely affect the Las Vegas economy. In this regard, the
Las Vegas economy is more susceptible than the economies of other cities to issues such as higher gasoline and other
fuel prices, increased airfares, unemployment levels, recession, rising interest rates, and other economic conditions,
whether domestic or foreign.

Future growth of the greater Las Vegas are is dependent, among other things, on the availability of water,and any
restrictions imposed by the government on water consumption could curtail future development, which has been a
source of growth in our loan portfolio.

     Future development in the greater Las Vegas area is subject to the availability of water. According to the Rocky
Mountain Institute, Las Vegas has one of the highest per-capita rates of water consumption in the nation. Based upon
an August 2003 U.S. Geological Survey, inflows into Lake Mead and Lake Powell on the Colorado River have been
below average since the start of a persistent drought in the western United States in 2000. In 2003, Lake Mead, the
primary water supply for Las Vegas, dropped to its lowest level in more than three decades. We cannot assure that
governmental officials will not impose building moratoriums, restrictive building requirements, water conservation
measures, or other measures to address water shortages in the future. Such restrictions could curtail future
development, which has been a source of growth in our loan portfolio, or make living conditions less desirable than
current conditions, which could reduce the influx of new residents from current levels.

The value of real estate in the greater Las Vegas area is influenced by the distribution policies of the federal
Bureau of Land Management. A change in such distribution policies could effect the value of real estate, which, in
turn, could negatively affect our real estate loan portfolio.
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     Land values in Nevada are influenced by the amount of land sold by the federal Bureau of Land Management,
which controls 67% of Nevada�s land, according to the Nevada State Office of the Bureau of Land Management.
Changes to the federal Bureau of Land Management distribution policies on Nevada land could adversely affect the
value of Nevada real estate.
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We have a high concentration of loans secured by real estate and a downturn in the real estate market, for any
reason, could hurt our business and our prospects.

     At December 31, 2004, 84% of our loan portfolio was comprised of loans secured by real estate. Raw land loans,
which are included in the categories below, represent approximately 15% of our total loans secured by real estate. Of
the loans secured by real estate, approximately:

�  49% are construction and land development loans, including raw land;

�  44% are commercial real estate loans; and

�  7% are residential real estate loans.
     These real estate-secured loans are concentrated in the greater Las Vegas area. A downturn in the local economy
could have a material adverse effect on a borrower�s ability to repay these loans due to either loss of borrower�s
employment or a reduction in borrower�s business. Further, such reduction in the local economy could severely impair
the value of the real property held as collateral. As a result, the value of real estate collateral securing our loans could
be reduced. Our ability to recover on defaulted loans by foreclosing and selling the real estate collateral would then be
diminished and we would be more likely to suffer losses on defaulted loans.

     Gaming and tourism are also susceptible to certain political conditions or events, such as military hostilities and
acts of terrorism, whether domestic or foreign. The effects of the terrorist attacks of September 11, 2001, on gaming
and tourism in Las Vegas were substantial for a few months. Reduced civilian air traffic in large part caused a
reduction in revenue and employee layoffs in many hotels and casinos. This resulted in a substantial loss of revenues
for these businesses. Any direct attack on locations in Las Vegas would likely have an even greater adverse impact on
our local economy.

     Las Vegas competes with other areas of the country for gaming revenue, and it is possible that the expansion of
gaming operations in other states, as a result of changes in laws or otherwise, could significantly reduce gaming
revenue in the greater Las Vegas area. This is particularly true of gaming operations in California, a state from which
Nevada generally, and Las Vegas in particular, draw substantial year-round visitors. Agreements negotiated between
the State of California and certain Indian tribes as well as other proposals currently under consideration in California
may result in substantial additional casinos throughout the state. In addition, other California legislative proposals
could permit an expansion of gaming activities allowed in card clubs, including the addition of slot machines. A
dramatic growth in casino gaming in California or other states could have a substantial adverse effect on gaming
revenue in Nevada, including the Las Vegas area, which would adversely affect the Las Vegas economy and our
business.

Factors Relating to our Business

Our future success involves both our ability to grow and our ability to manage such growth. Additionally,
we must continue to manage the risks inherent in the banking business. We may not be able to sustain our
historical growth rates, be able to grow at all, or successfully manage any growth, whether or not the greater
Las Vegas area economy continues to grow. This could result in a variety of adverse consequences to us,
including the following:

�  Inability to realize any benefit from our investment of resources made to support our future growth;

�  Failure to attract or retain experienced commercial bankers or other key employees;
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�  Inability to maintain adequate controls and systems; and

�  Failure to comply with applicable federal, state and local laws, rules and regulations.
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We may not be able to continue our growth at the rate we have in the past several years.

     We have grown from $276 million in total assets, $192 million in gross loans and $255 million in total deposits at
December 31, 2000, to $574 million in total assets, $403 million in gross loans and $476 million in total deposits at
December 31, 2004. Our business strategy calls for, among other things:

�  continued growth of our assets, loans, deposits and customer base;

�  expansion through acquisition or the establishment of new branches or banks in high growth markets, such as
the greater Las Vegas area, or similar high growth markets in Arizona and California;

�  recruitment of experienced commercial bankers and other key employees; and

�  effective leveraging of our capital.
     However, we may encounter unanticipated obstacles in implementing our strategy. If we are unable to expand our
business, as we anticipate based on our strategic plan, we may not be able to maintain profitability, and there can be
no assurance that we will be able to sustain our historical growth rates.

A component of our business strategy is to expand into high growth markets by opening new branches or
organizing new banks and/or acquisitions of other financial institutions. We may not be able to successfully
implement this part of our business strategy, and therefore our market value and profitability may suffer.

     Growth through acquisitions of banks represents a component of our business strategy. Any future acquisitions will
be, accompanied by the risks commonly encountered in acquisitions. These risks include, among other things:

�  difficulty of integrating the operations and personnel of acquired banks and branches;

�  potential disruption of our ongoing business;

�  inability of our management to maximize our financial and strategic position by the successful
implementation of uniform product offerings and the incorporation of uniform technology into our product
offerings and control systems; and

�  inability to maintain uniform standards, controls, procedures and policies and the impairment of relationships
with employees and customers as a result of changes in management.

     We cannot assure you that we will be successful in overcoming these risks or any other problems encountered in
connection with acquisitions. Our inability to improve the operating performance of acquired banks or to integrate
successfully their operations could have a material adverse effect on our business, financial condition, results of
operations and cash flows. In addition, we could incur substantial expenses, including the expenses of integrating the
business of the acquired bank with our existing business.

     We expect that competition for appropriate candidates may be significant. We may compete with other banks or
financial service companies with similar acquisition strategies, many of which may be larger or have greater financial
and other resources than we have. The purchase price of banks that might be attractive acquisition candidates for us
may significantly exceed the fair values of their net assets. As a result, material goodwill and other intangible assets
would be required to be recorded. We cannot assure you that we will be able to successfully identify and acquire
suitable banks on acceptable terms and conditions.

     Depending upon the structure of an acquisition and the consideration we may utilize, we may not seek your
approval as a shareholder. Further, acquisitions may be structured to include cash consideration that may result in the
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     Besides the acquisition of existing financial institutions, we may consider the organization of new banks in high
growth areas, especially in markets outside of the greater Las Vegas area such as California or Arizona. To date we
have not specifically identified any market area where we plan to organize a new bank. Any organization of a new
bank carries with it numerous risks, including the following:

�  The inability to obtain all required regulatory approvals;

�  Significant costs and anticipated operating losses during the application and organizational phases, and the
first years of operations of the new bank;

�  The inability to secure the services of qualified senior management;

�  The local market may not accept the services of a new bank owned and managed by a bank holding company
headquartered outside of the market area of the new bank; and

�  The additional strain on management resources and internal systems and controls.
Our growth could be hindered unless we are able to recruit additional, qualified employees. We may have difficulty
attracting additional necessary personnel, which may divert resources and limit our ability to successfully expand
our operations.

     The greater Las Vegas area is experiencing a period of rapid growth, placing a premium on highly qualified
employees in a number of industries, including the financial services industry. Our business plan includes, and is
dependent upon, our hiring and retaining highly qualified and motivated executives and employees at every level,
including a chief credit officer, SBA management and support staff, experienced loan originators and branch
managers. We expect to experience substantial competition in our endeavor to identify, hire and retain the top-quality
employees. If we are unable to hire and retain qualified employees in the near term, we may be unable to successfully
execute our business strategy and/or be unable to successfully manage our growth.

     We believe that we have built our management team and personnel, and established an infrastructure, to support
our current size. Our future success will depend on the ability of our executives and employees to continue to
implement and improve our operational, financial and management controls and processes, reporting systems and
procedures, and to manage a growing number of client relationships. We may not be able to successfully implement
improvements to our management information and control systems and control procedures and processes in an
efficient or timely manner. In particular, our controls and procedures must be able to accommodate an increase in
expected loan volume and the infrastructure that comes with new branches.

     We cannot assure you that our growth strategy will not place a strain on our administrative and operational
infrastructure. If we are unable to locate additional personnel and to manage future expansion in our operations, we
may experience compliance and operational issues, have to slow the pace of growth, or have to incur additional
expenditures beyond current projections to support such growth, any one of which could adversely affect our business.

Our business would be harmed if we lost the services of any of our senior management team.

     We believe that our success to date and our prospects for success in the future are substantially dependent on our
senior management team, which includes our President and Chief Executive Officer, our Chief Operating Officer, our
Chief Financial Officer, our Chief Credit Officer, our Executive Vice President for Credit Administration and our
Executive Vice President, Director of Operations. The loss of the services of any of these persons could have an
adverse effect on our business. We recently entered into employment agreements with our President and Chief
Executive Officer, our Chief Operating Officer and our Chief Financial Officer. . In light of the relatively small pool
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senior management team or senior officers with equally competent persons who are also familiar with our market area.
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As the result of our recent IPO we became a public reporting company subject to significant new laws and
regulations that will increase our compliance costs and may strain our management resources.

     We are now a public company and, for the first time in our history, the reporting requirements of the Securities
Exchange Act of 1934, as amended and the Sarbanes-Oxley Act of 2002, or SOX, and related regulations will be
applicable to our operations. Despite our doing business in a highly regulated environment, these laws and regulations
have vastly different requirements for compliance than we have previously experienced. Our expenses related to
services rendered by our accountants, legal counsel and consultants will increase in order to ensure compliance with
these laws and regulations that we will be subject to as a public company. In addition, it is possible that the sudden
application of these requirements to our business will result in some cultural adjustments and strain our management
resources.

     To date, we have not conducted a comprehensive review and confirmation of the adequacy of our existing systems
and controls as will be required under Section 404 of SOX. We may discover deficiencies in existing systems and
controls. If that is the case, we intend to take the necessary steps to correct any deficiencies, and such steps may be
costly and may strain our management resources.

There is intense competition in our market area, and we cannot assure you that we will be able to successfully
compete.

     Commercial banking in the greater Las Vegas area is a highly competitive business. Increased competition in our
market may result in reduced loans and deposits. We compete for loans and deposits primarily with the local offices of
major banks. We compete with other community banks in our market for customers as well. We also compete with
credit unions, small loan companies, insurance companies, mortgage companies, finance companies, brokerage
houses, other financial institutions and out-of-state financial intermediaries, some of which are not subject to the same
degree of regulation and restriction as us and some of which have financial resources greater than us. Technological
advances continue to contribute to greater competition in domestic and international products and services.
Ultimately, we may not be able to compete successfully against current and future competitors.

Our allowance for loan losses may not be adequate to cover actual losses particularly given our relatively large
individual loan size.

     A significant source of risk arises from the possibility that losses could be sustained because borrowers, guarantors
and related parties may fail to perform in accordance with the terms of their loans. The underwriting and credit
monitoring policies that we have adopted to address this risk may not prevent unexpected losses that could have a
material adverse affect on our business. Most of our loans, or approximately 84%, are secured by real estate.
Community Bank of Nevada�s legal lending limit is approximately $13 million. At December 31, 2004, we had 101
loans in excess of $1 million each, totaling $275 million. These loans comprise approximately 10.7% of our loan
portfolio by number of loans and 68.1% by total loans outstanding. Our average loan size at December 31, 2004 was
approximately $426,000 (excluding credit card, overdraft and purchased participation loans). This relatively large
average loan size, while an advantage from a cost generation standpoint, can adversely impact us if one or more of
these larger loans becomes delinquent, unstable, impaired, uncollectible or inadequately collateralized.

     Like all financial institutions, we maintain an allowance for loan losses to provide for loan defaults and
non-performance. Our allowance for loan losses may not be adequate to cover actual loan losses, and future provisions
for loan losses could materially and adversely affect our business. Our allowance for loan losses is based on our prior
experience and peer bank experience, as well as an evaluation of the known risks in the current portfolio, composition
and growth of the loan portfolio and economic factors. The determination of the appropriate level of loan loss
allowance is an inherently difficult process and is based on numerous assumptions. The amount of future losses is
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susceptible to changes in economic, operating and other conditions, including changes in interest rates, that may be
beyond our control and these losses may exceed current estimates. We cannot assure you that we will not increase the
allowance for loan losses further or that regulators will not require us to increase this allowance. Either of these
occurrences could adversely affect our business and prospects.

ITEM 2. PROPERTIES

     We own the buildings and land for four of our offices. These properties are not subject to any mortgages or
encumbrances and consist of the following:

�  Rainbow Branch located at 1400 S. Rainbow, Las Vegas, Nevada, which is 9,600 square feet.

�  Maryland Parkway Branch located at 2887 S. Maryland Parkway, Las Vegas, Nevada, which is 5,600 square
feet.
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�  Summerlin Branch located at 7676 W. Lake Mead Blvd., Las Vegas, Nevada, which is 9,700 square feet.

�  Green Valley Branch located at 1441 W. Warm Springs, Henderson, Nevada, which is 5,600 square feet.
     We lease approximately 10,500 square feet for our City Centre Branch located at 400 South 4th Street, Las Vegas,
Nevada. Our headquarters and administration offices are also located in the City Centre site. The lease is for a ten-year
term, expiring August 31, 2012. Our current monthly rent is $25,308, which increases to $29,063 by the end of the
lease.

     We have recently finalized a lease for our sixth office to be located at the intersection of Russell Road and
Interstate 215 in Las Vegas, Nevada. We plan on opening our sixth office in the second half of 2005. The new office
will consist of 21,566 rentable square feet at $1.73 sq.ft. per month. This new office will house our sixth branch,
human resources, operation support, audit and our real estate lending department.

     Although our strategic plan currently calls for one additional branch per year from 2005 through 2009,
management believes that our existing facilities are adequate for our present purposes.

ITEM 3. LEGAL PROCEEDINGS

     There are no material pending legal proceedings to which we or Community Bank of Nevada is a party or to which
any of our properties are subject. There are no material proceedings known to us to be contemplated by any
governmental authority. We are involved in a variety of litigation matters in the ordinary course of our business and
anticipate that we will become involved in new litigation matters from time to time in the future.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

     No matters were submitted to a vote of security holders during the fourth quarter of 2004.

ITEM 5. MARKET FOR REGISTRANT�S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

Market Information

     Our common stock began trading on the NASDAQ National Market under the symbol �CBON� on December 10,
2004.

     Prior to our IPO there had been no public market for our common stock. Our common stock had been traded, from
time to time, by individuals on a negotiated basis between the parties. The following table sets forth those trades since
January 1, 2003 through December 9, 2004 of which we have knowledge, including the quarter in which the trades
occurred, the aggregate number of shares traded during such quarter and the range of sales price per share:

Quarter of Trade
Number of
Shares

Price Per
Share

1st �03 114,620 $ 7.00 � $8.40
2nd �03 N/A N/A
3rd �03 3,165 $ 9.00
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4th �03 N/A N/A
1st �04 50 $ 9.00
2nd �04 3,000 $ 9.00
3rd �04 N/A N/A
October 1, 2004 � December 9, 2004 N/A N/A
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In the IPO shares of our common stock were sold for $23.00 per share. The following table sets forth the low and high
closing prices for the period from December 10, 2004 through December 31, 2004.

Closing Prices
Period Low High

December 10, 2004 -
December 31, 2004 $ 27.51 $ 33.00

Holders

     As of February 24, 2005, there were approximately 1,733 stockholders of record of our common stock. At such
date, our directors and executive officers owned approximately 17% of our outstanding shares. There are no other
classes of common equity outstanding.

Dividends

     We have not declared a cash dividend since 2002 as we have used our current and retained earnings to support our
rapid and continued growth. We do not foresee any circumstances in the immediate future in which we would
consider paying cash dividends on our common stock. Additionally, we intend to discontinue paying stock dividends
which we commenced in 2002.

     Under Nevada law, a corporation may not pay a dividend if, after giving effect to the dividend, (i) the corporation
would not be able to pay its debts as they become due, or (ii) the corporation�s assets would be less than the sum of its
total liabilities plus the amount that would be needed, if the corporations were to be dissolved at the time of
distribution, to satisfy the dissolution rights of any preferred shareholders.

     Additionally, our junior subordinated debt agreement contains a provision which prohibits our paying dividends if
we have deferred payment of interest on outstanding trust preferred securities. See �Management�s Discussion and
Analysis of Financial Condition and Results of Operations.�

     We are a legal entity separate and distinct from Community Bank of Nevada. Since we are a holding company with
no significant assets other than Community Bank of Nevada, we will be dependent upon dividends from Community
Bank of Nevada for cash with which to pay dividends when, and if, our dividend policy changes. Further, federal and
state banking regulations place certain restrictions on dividends paid by Community Bank of Nevada to Community
Bancorp. At December 31, 2004, Community Bank of Nevada�s retained earnings available for the payment of
dividends was approximately $16 million.

     In addition, dividends paid by Community Bank of Nevada to Community Bancorp would be prohibited if the
effect thereof would cause Community Bank of Nevada�s capital to be reduced below applicable minimum capital
requirements. For a discussion of the regulatory limitations on Community Bank of Nevada�s ability to pay dividends,
see �Supervision and Regulation � Federal and State Regulation of Community Bank of Nevada � Dividends.�

Use of Proceeds

     As discussed previously, in the fourth quarter of 2004 we completed our initial public offering. Our registration
statement filed on Form S-1 relating to the offering was declared effective on December 10, 2004. The offering was
made on December 10, 2004, with the underwriters exercising their over-allotment option on December 21, 2004. The
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offering terminated after all securities were sold. The managing underwriter in the offering was Keefe, Bruyette &
Woods, Inc. The sole class of securities sold in the offering was our common stock $0.001 par value. A total of
2,640,000 shares were registered in the offering, at an offering price of $23.00. Of the total shares registered in the
offering, we sold 1,860,400, and certain selling shareholders sold 779,600 shares, all at $23.00 per share.

     From December 10, 2004 through December 31, 2004, the total amount of expenses incurred by us in connection
with the issuance and distribution of the securities registered for underwriting discounts and commissions, finders�
fees, expenses paid to or for underwriters, other expenses and total expense was $3.5 million. No payments were made
to: (i) our directors, officers, general partners or their associates, (ii) persons owning ten percent or more of any class
of our securities, or (iii) our affiliates. All payments were made to other persons.
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     The net offering proceeds received by us was $39.3 million. From December 10, 2004 through December 31, 2004,
the amount of net offering proceeds used by us was as follows:

Temporary investments in overnight fed funds:
$32.3
million

Investments in loan participations: $7.0 million

     No payments for the previous items were made to: (i) our directors, officers, general partners or their associates,
(ii) persons owning ten percent or more of any class of our securities, or (iii) our affiliates. All payments were made to
other persons.

     There has been no material change in the planned use of proceeds from our IPO as described in the prospectus for
the offering.

ITEM 6. SELECTED FINANCIAL DATA

Selected Consolidated Financial Data � Community Bancorp

     The selected financial information in the table below as of and for the years ended December 31, 2004, 2003, 2002,
2001, and 2000 is derived from our audited consolidated financial statements. Results for past periods are not
necessarily indicative of results that may be expected for any future period.
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SUMMARY CONSOLIDATED FINANCIAL DATA AND OTHER DATA

At Year-Ended December 31,
2004 2003 2002 2001 (1) 2000 (1)
(Dollars in thousands, except share, per share and percentage data)

Consolidated Income Data:
Interest income $ 30,038 $ 27,143 $ 25,449 $ 24,119 $ 21,680
Interest expense 6,862 7,453 8,709 10,737 8,699

Net interest income 23,176 19,690 16,740 13,382 12,981
Provision for loan losses 922 1,723 1,958 1,909 1,655

Net interest income after provision
for loan losses 22,254 17,967 14,782 11,473 11,326
Non-interest income 1,489 1,563 1,392 1,670 970
Non-interest expense 15,946 12,020 9,112 8,460 7,122

Income before income taxes 7,797 7,510 7,062 4,683 5,174
Provision for income taxes 2,376 2,295 2,337 1,526 1,745

Net Income $ 5,421 $ 5,215 $ 4,725 $ 3,157 $ 3,429

Share data:
Earnings per share - basic $ 1.13 $ 1.13 $ 1.03 $ 0.69 $ 0.75
Earnings per share - diluted 1.10 1.10 1.01 0.68 0.73
Dividend payout ratio (2) 5.31% 7.96% 5.83% 8.70% 8.00%
Book Value per share $ 11.49 $ 6.96 $ 5.91 $ 4.87 $ 4.23
Shares outstanding at period end 6,747,673 4,629,580 4,607,040 4,582,040 4,573,115
Weighted average shares outstanding
- basic 4,798,922 4,620,744 4,591,026 4,579,653 4,564,574
Weighted average shares outstanding
- diluted 4,940,977 4,729,021 4,682,486 4,675,917 4,666,044

Consolidated Balance Sheet Data:
Cash and cash equivalents $ 67,254 $ 36,005 $ 33,537 $ 8,974 $ 39,935
Investments and other securities 86,260 70,093 63,596 39,271 36,135
Gross loans 403,270 350,082 293,535 247,182 192,380
Allowance for loan losses 6,133 5,409 4,688 3,700 2,827
Assets 573,961 463,431 400,571 304,058 276,077
Deposits 476,252 403,713 351,584 277,422 254,976
Junior subordinated debt 15,464 15,464 15,464 � �
Stockholders� equity $ 77,553 $ 32,201 $ 27,212 $ 22,336 $ 19,355

Selected Other Balance Sheet Data:
Average assets $ 523,766 $ 436,843 $ 356,097 $ 292,866 $ 224,303
Average earning assets 498,578 416,742 336,682 276,228 208,208
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Average stockholders� equity $ 35,910 $ 29,279 $ 24,729 $ 21,186 $ 17,609

Selected Financial Ratios :
Return on average assets 1.04% 1.19% 1.33% 1.08% 1.53%
Return on average stockholders�
equity 15.1% 17.8% 19.1% 14.9% 19.5%
Net interest margin (3) 4.65% 4.72% 4.97% 4.84% 6.23%
Efficiency Ratio(4) 64.7% 56.6% 50.3% 56.2% 51.1%

Capital Ratios:
Average stockholders� equity to
average assets 6.86% 6.70% 6.94% 7.23% 7.85%
Leverage Ratio 16.91% 8.96% 8.84% 7.06% 7.53%
Tier 1 Risk-Based Capital ratio 19.66% 11.18% 11.03% 8.58% 9.04%
Total Risk-Based Capital ratio 20.92% 13.61% 14.14% 9.83% 10.29%

Selected Asset Quality Ratios:
Non-performing loans to total loans
(5) 0.24% 0.66% 1.10% 2.26% 3.11%
Non-performing assets to total loans
and OREO 0.78% 1.00% 1.99% 3.29% 3.11%
Non-performing assets to total
assets(6) 0.55% 0.76% 1.47% 2.71% 2.17%
Allowance for loan losses to total
loans 1.52% 1.55% 1.60% 1.50% 1.47%
Allowance for loan losses to
non-performing loans 634.9% 233.7% 145.0% 66.2% 47.2%
Allowance for loan losses to
non-performing assets 194.3% 154.2% 79.6% 45.0% 47.2%
Net charge-offs(recoveries) to
average loans 0.05% 0.31% 0.36% 0.47% 0.40%
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(1) Community Bank of Nevada data only. The holding company
reorganization was completed August, 2002.

(2)      The dividend payout ratios for 2004 and 2003 are based on stock dividends, the ratio for 2002 is based on both
stock and cash dividends,
the ratios for years prior to 2002 are based on cash dividends.

(3) Net interest margin represents net interest income as a percentage of
average interest-earning assets.

(4) Efficiency ratio represents noninterest expenses, excluding loan loss
provision, as a percentage of the aggregate of net interest income and
noninterest income.

(5) Non-performing loans are defined as loans that are past due 90 days or
more plus loans placed in non-accrual status.

(6) Non-performing assets are defined as assets that are past due 90 days or
more plus assets placed in non-accrual status plus other real estate
owned.

ITEM 7. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

     The following discussion and analysis should be read in conjunction with our consolidated financial statements and
footnotes to the consolidated financial statements included in Item 8 of this Report.

Overview

     Since we commenced operations in 1995, we have experienced strong growth and profitability. Our growth is
fueled by the significant population and economic growth of the greater Las Vegas area where we operate. The growth
in the greater Las Vegas area has accompanied significant investments in the gaming and tourism industry. The
significant population increase has resulted in an increase in the acquisition of raw land for residential and commercial
development, the construction of residential communities, shopping centers and office buildings, and the development
and expansion of the businesses and professions that provide essential goods and services to this expanded population.
Our results have been influenced by the following strategies; which we implemented in order to benefit from these
market factors:

�  Provide competitive commercial
real estate loans, construction
loans and land acquisition,
development loans, and C&I
loans to high quality borrowers;

�  Focus and commitment to
profitable banking relationships;

�  Encourage business development
of profitable customer
relationships with a �pay for
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culture;

�  Reduce our cost of funds by
attracting a higher share of
non-interest bearing deposit
accounts;

�  Maintain disciplined controls
over non-interest expense in order
to consistently grow on a
profitable basis;

�  Strengthen our underwriting
standards and credit
administration functions as well
as increase lending capacity by
the growth in capital base; and

�  Add seasoned professionals to the
staff with banking expertise, local
market knowledge and a network
of client relationships.
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Key Financial Measures
At or for the

Years Ended December 31,

2004 2003 2002
Net Income $ 5,421 $ 5,215 $ 4,725
Basic earnings per share 1.13 1.13 1.03
Diluted earnings per share 1.10 1.10 1.01
Total Assets 573,961 463,431 400,571
Gross Loans 403,270 350,082 293,535
Total Deposits 476,252 403,713 351,584
Net interest margin 4.65% 4.72% 4.97%
Efficiency Ratio 64.7% 56.6% 50.3%
Return on average assets 1.04% 1.19% 1.33%
Return on average equity 15.1% 17.8% 19.1%
Key Factors in Evaluating Financial Condition and Operating Performance

On December 10, 2004 we completed our IPO, our stock began trading on Nasdaq and we became subject to the
reporting requirements of the SEC. As a reporting company we will now incur expenses for compliance with the
various SEC and Nasdaq rules and regulations. Impacting our results last year, we took a significant unusual charge to
expense in the fourth quarter of 2004 related to our Stock Appreciation Rights Plan. Upon completion of the IPO, and
thereafter, the expense related to the Company�s Stock Appreciation Plan will be based on the fair value of the
Company�s common stock. Based on the fair value of our Common Stock as of December 31, 2004, the Company
accrued an additional $1.9 million of expenses ($1.3 million net of taxes) in the fourth quarter.

     As a community bank holding company, we focus on several key factors including:

�  Return to Our Shareholders;

�  Return on Average Assets;

�  Asset Quality;

�  Asset Growth; and

�  Operating Efficiency.
Return to Our Shareholders. Our return to our shareholders is measured in the form of return on average equity, or

ROE. Our net income increased $206 thousand, or 4.0%, to $5.4 million for the year ended December 31, 2004 from
$5.2 million for the same period 2003. Net income increased due to an increase in net interest income and a decrease
in loan loss provision, partially offset by an increase in operating expenses. Basic EPS as of December 31, 2004 of
$1.13 was equivalent to December 31, 2003. Diluted EPS of $1.10 as of December 31, 2004 was also equivalent to
December 31, 2003. With the closing of the IPO and the additional capital our ROE decreased to 15.1% at
December 31, 2004 compared to 17.8% for the same period in 2003. Our average ROE for the three years ended
December 31, 2004 was 17.3%.

Return on Average Assets. Our return on average assets, or ROA, is a measure we use to compare our performance
with other banks and bank holding companies. Our ROA at December 31, 2004 was 1.04% compared to 1.19% for the
same period 2003. The decrease in ROA is primarily due to the unusual expense of $1.9 million ($1.3 net of tax
effect) in the fourth quarter 2004 relating to the Company�s Stock Appreciation Rights (SARs) Plan. Pursuant to the
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Plan, prior to the public offering, the exercise price was based on book value. Upon completion of the IPO, and
thereafter, expense related to the Company�s SARs is based on the fair value of the Company�s common stock. See
�Trends and Developments Impacting our Recent Results.�
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Asset Quality. For all banks and bank holding companies, asset quality has a significant impact on the overall
financial condition and results of operations. Asset quality is measured in terms of non-performing loans and assets as
a percentage of total loans and total assets, and net charge-offs as a percentage of average loans. These measures are
key elements in estimating the future earnings of a company. Non-performing loans totaled $1.0 million as of
December 31, 2004 compared to $2.3 million at December 31, 2003. Non-performing loans as a percentage of total
loans decreased to 0.24% as of December 31, 2004 compared to 0.66% at December 31, 2003. Non-performing assets
were $3.2 million as of December 31, 2004 compared to $3.5 million as of December 31, 2003. Non-performing
assets as a percent of total assets were 0.55% as of December 31, 2004 compared to 0.76% at December 31, 2003. Net
charge-offs to average loans were 0.05% as of December 31, 2004 as compared to 0.31% for the same period 2003.
The average net charge-offs to average loans for the three years ended December 31, 2004 was .24%.

Asset Growth. As revenues from both net interest income and non-interest income are a function of asset size, the
continued growth in assets has a direct impact on increasing net income and EPS. The majority of our assets are loans,
and the majority of our liabilities are deposits, and therefore the ability to generate loans and deposits are fundamental
to our asset growth. Total assets increased 23.9% during 2004 from $463 million as of December 31, 2003 to
$574 million as of December 31, 2004 and grew 19.7% on a compound annual growth rate, or CAGR, basis between
December 31, 2002 and December 31, 2004. Total deposits increased 18.0% to $476 million as of December 31, 2004
compared to $404 million as of December 31, 2003 and had a CAGR of 16.4% between December 31, 2002 and
December 31, 2004. Gross loans increased 15.2% to $403 million as of December 31, 2004 compared to $350 million
as of December 31, 2003. Loans had a CAGR of 17.2% between December 31, 2002 and December 31, 2004.

Operating Efficiency. Operating efficiency is the measure of how efficiently earnings before taxes are generated as
a percentage of revenue. Our efficiency ratio (operating expenses divided by net interest income plus non-interest
income) increased to 64.7% for 2004 compared to 56.6% for the same period in 2003. Our average efficiency ratio for
the three years ended December 31, 2004 was 57.2%. The decline in the efficiency ratio was caused by the unusual
expense related to the SARs.

Critical Accounting Policies

     Our accounting policies are integral to understanding the financial results reported. Our most complex accounting
policies require management�s judgment to ascertain the valuation of assets, liabilities, commitments and
contingencies. We have established detailed policies and control procedures that are intended to ensure valuation
methods are well controlled and applied consistently from period to period. In addition, the policies and procedures
are intended to ensure that the process for changing methodologies occurs in an appropriate manner. The following is
a brief description of our current accounting policies involving significant management valuation judgments.

Allowance for Loan Losses. The allowance for loan losses represents our best estimate of the probable losses
inherent in the existing loan portfolio. The allowance for loan losses is increased by the provision for loan losses
charged to expense and reduced by loans charged off, net of recoveries.

     We evaluate our allowance for loan losses monthly. We believe that the allowance for loan losses, or ALLL, is a
�critical accounting estimate� because it is based upon management�s assessment of various factors affecting the
collectibility of the loans, including current economic conditions, past credit experience, delinquency status, the value
of the underlying collateral, if any, and a continuing review of the portfolio of loans. For a discussion of the allowance
and our methodology, see �Financial Condition � Allowance for Loan Losses.�

     Like all financial institutions, we maintain an ALLL based on a number of quantitative and qualitative factors,
including levels and trends of past due and non-accrual loans, asset classifications, loan grades, change in volume and
mix of loans, collateral value, historical loss experience, peer group loss experience, size and complexity of individual
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credits and economic conditions. Provisions for loan losses are provided on both a specific and general basis. Specific
allowances are provided for impaired credits for which the expected/anticipated loss is measurable. General valuation
allowances are based on a portfolio segmentation based on risk grading, with a further evaluation of various
quantitative and qualitative factors noted above.

     We incorporate statistics provided through the FDIC regarding loss percentages experienced by banks in the
western United States, as well as an internal five-year loss history to establish potential risk based on collateral type
securing each loan. As an additional comparison, we examine local peer group banks to determine the nature and
scope of their losses to date. Such examination provides a geographic-and size-specific flavor for trends in the local
banking community. Finally, we closely examine each credit graded �Special Mention� and below to individually assess
the appropriate loan loss reserve for a particular credit. See �Business � Classified Assets� for further description of our
grading system.
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     We periodically review the assumptions and formulae by which additions are made to the specific and general
valuation allowances for losses in an effort to refine such allowances in light of the current status of the factors
described above.

     Although we believe the levels of the allowance as of December 31, 2004 and 2003, were adequate to absorb
probable losses in the loan portfolio, a decline in local economic, or other factors, could result in increasing losses that
cannot be reasonably predicted at this time.

Available for Sale Securities. Statement of Financial Accounting Standards No. 115, Accounting for Certain
Investments in Debt and Equity Securities, requires that available-for-sale securities be carried at fair value. We
believe this is a �critical accounting estimate� in that the fair value of a security is based on quoted market prices or if
quoted market prices are not available, fair values are extrapolated from the quoted prices of similar instruments
Management utilizes the services of a reputable third party vendor to assist with the determination of estimated fair
values. Adjustments to the available-for-sale securities fair value impact the consolidated financial statements by
increasing or decreasing assets and stockholders� equity.

Trends and Developments Impacting Our Recent Results

     Certain trends emerged and developments have occurred that are important in understanding our recent results and
that are potentially significant in assessing future performance.

�  Diversification of the loan portfolio. After significant loan growth from year to year since our inception, our
loan growth rate of 15.19% for 2004 was lower when compared to historical results. This occurred despite our
generating a high volume of new loans and new loan commitments. We originated $370 million in new loans
during 2004 compared to $249 million during 2003. The decrease in our loan growth rate resulted in part from
the continuation of historically low interest rate levels causing significant borrower refinancing of commercial
real estate and one to four single family residence loans. In addition, rapidly increasing values for raw land in
the greater Las Vegas area motivated many of our customers to sell their properties and prepay their loans
rather than develop them as initially planned. Historically, we would often finance land acquisition loans,
which in turn would generate construction and permanent financing loans for the same parcel. As a result of
these changes, we made a strategic decision to lower our exposure to land loans until values stabilize.

Additionally, during 2004, we engaged in a campaign to identify and restructure a significant portion of the
loan portfolio in order to slow the pace of refinancing activity to a level more consistent with desired growth
rates, portfolio yields and market risk profile. We decided to seek greater diversification in the loan portfolio
by expanding our commercial loan portfolio and enhancing our generation of SBA loans. Such actions are
expected to expand our customer base, increase the average maturity of the loan portfolio and diversify our
lending risk.

These two strategies did not yet have a material impact on our results for the year ended December 31, 2004
and we expect that the diversification of our loan portfolio will be a multi-year task.

�  Restructuring of deposit mix. The ratio of our average non-interest-bearing deposits to average total deposits
increased to 26.7% for the year ended December 31, 2004 from 24.4% for 2003, while our average CDs as a
percentage of average total deposits decreased to 27.0% for the year ended December 31, 2004 from 35.9% in
the prior year.

During 2003, we began using a new loan and deposit pricing model to attract lower cost deposits and decrease
our reliance on CDs. We also initiated an incentive plan for our business development officers that rewarded
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profitable relationships, a key component of which is attracting non-interest-bearing demand deposits. The
result was a broad decline in the average rates paid on deposit balances, as well as a change in our deposit
mix. We expect to continue to emphasize the growth of demand and other core deposits as part of
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