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Dear Fellow Shareholders,

unique.   innovative.   solutions.

As we head into 2023 and prepare to celebrate 100 years 
since our founding, we reflect on where we started and how 
far we have come. Established in 1923 on the shores of Lake 
Washington, 12 miles south of Seattle, as the Renton Savings 
and Loan Association, First Financial Northwest Bank 
transformed over the years from a single branch thrift to a full-
fledged community bank. 

In 2015 we embarked on a long-term strategy to expand our 
presence in the Puget Sound region to bring our unique, 
innovative style of banking to more communities. Today we 
operate a total of 15 locations. Our award-winning branch 
model implements a smaller footprint and technology-centered 
offices where our experienced bankers provide personalized 
financial services to meet the needs of the individuals and 
businesses in the community.

Our strategy continues to prove successful both in attracting 
new customers and in diversifying our deposit mix. In 2012,
retail certificates of deposit dominated the deposit base, 
representing nearly 70% of the total. At the end of 2022 that 
percentage had fallen to just over 25%. Total deposits 
increased by $12.6 million to $1.17 billion in 2022. This was
due primarily to an increase in brokered deposits as retail 
deposits declined due to the competition for deposits in the 
current rising rate environment. We were pleased that 
noninterest-bearing demand deposits increased by 
$2.2 million in 2022. Attracting and retaining low-cost 
deposits will remain a focus in 2023.

Net loans receivable increased by $63.6 million during 2022 
to $1.17 billion. One-to-four family loans increased by 
$90.7 million and consumer loans increased $17.2 million, as 
we deliberately expanded our classic and collectible car loan 
portfolio based on its favorable credit performance. This offset 
the general decline in other loan categories during the year.
Our asset quality remained strong with nonperforming assets 
and loan delinquencies approximating only $200,000, or less 
than 0.02% of total loans receivable of $1.18 billion, well 
below the Washington State median for banks.

Our net interest margin improved modestly to 3.53% over the 
year from 3.35% for 2021, as the average yield we earned 
on our interesting-earning assets outpaced our average cost of 
funds as interest rates increased. Our return on assets 
increased to 0.91% in 2022 compared to 0.86% in the prior 
year. Our return on equity also increased to 8.34% in 2022 
from 7.65% in 2021. These key measures of profitability
indicate we are well positioned to face the uncertainty of the 
current interest rate environment and the economic headwinds
we expect during 2023.

An important component of our capital allocation strategy in 
2022, we distributed $4.37 million in quarterly cash 
dividends. We also repurchased nearly 85,000 shares of our
common stock, or approximately one percent of shares 
outstanding at the beginning of 2022, at an average price of 
$16.43 per share. The combined total represents 44 percent
of net income returned to shareholders in 2022. Book value 
per share increased to $17.57 from $17.30 during the year
and the Bank remained “well-capitalized” in accordance with 
regulatory standards.

We remain partners in our communities, supporting numerous 
local nonprofit organizations, primarily focused in the areas of 
financial literacy, education, and housing. In 2022, over 
80 percent of our employees donated their time and expertise, 
collectively contributing more than 1,100 hours volunteering at
local food banks, participating in Habitat for Humanity builds, 
and teaching financial literacy classes to underserved 
communities, among other activities. Our award-winning 
auction team supported 14 nonprofit and business partners’ 
fundraising events and logged over 800 hours in benefit to the 
community. Together, we continue to build on our recent
“outstanding” Community Reinvestment Act rating in meeting 
the credit needs in our communities, including lower- and 
moderate-income neighborhoods.

We recognize that none of these accomplishments would be 
possible without the energy and efforts of our team of talented 
employees. These professionals are among the best in their 
respective fields and their incredible hard work and dedication 
to providing unique, innovative solutions and personalized 
service to our customers is key to our success.

We have earned the trust of our customers and the 
communities we have served for 100 years by holding true to 
our core values of building long-term banking relationships, 
offering high-quality banking services and exceptional 
customer service, and demonstrating our strong commitment to 
our communities. In October 2022, we observed 15 years as 
a publicly traded company and are proud to reaffirm our 
dedication to delivering value to you, our shareholders.

As always, thank you for your investment and continued loyalty.

Sincerely,

Joseph W. Kiley III
Ralph C. Sabin President and
Chairman Chief Executive Officer
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Report of Independent Registered Public Accounting Firm 

The Shareholders and Board of Directors of 
First Financial Northwest, Inc., and Subsidiaries 

Opinion on the Financial Statements 

We have audited the accompanying consolidated balance sheets of First Financial Northwest, Inc., 
and Subsidiaries (the Company) as of December 31, 2022 and 2021, the related consolidated 
statements of income, comprehensive income, stockholders’ equity, and cash flows for the years then 
ended, and the related notes (collectively referred to as the “consolidated financial statements”). In 
our opinion, the consolidated financial statements present fairly, in all material respects, the 
consolidated financial position of the Company as of December 31, 2022 and 2021, and the 
consolidated results of its operations and its cash flows for the years then ended, in conformity with 
accounting principles generally accepted in the United States of America. 

Basis for Opinion 

These consolidated financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on the Company’s consolidated financial statements based on 
our audits. We are a public accounting firm registered with the Public Company Accounting Oversight 
Board (United States) (PCAOB) and are required to be independent with respect to the Company in 
accordance with the U.S. federal securities laws and the applicable rules and regulations of the 
Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated 
financial statements are free of material misstatement, whether due to error or fraud. The Company is 
not required to have, nor were we engaged to perform, an audit of its internal control over financial 
reporting in accordance with the standards of the PCAOB. As part of our audit we are required to 
obtain an understanding of internal control over financial reporting but not for the purpose of 
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting 
in accordance with the standards of the PCAOB. Accordingly, we express no such opinion. 

Our audit included performing procedures to assess the risks of material misstatement of the 
consolidated financial statements, whether due to error or fraud, and performing procedures to 
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the 
amounts and disclosures in the consolidated financial statements. Our audit also included evaluating 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall presentation of the consolidated financial statements. We believe that our audit provides a 
reasonable basis for our opinion. 



 

Critical Audit Matters 

The critical audit matters communicated below are matters arising from the current period audit of the 
consolidated financial statements that were communicated or required to be communicated to the 
audit committee and that (1) relates to accounts or disclosures that are material to the consolidated 
financial statements and (2) involved our especially challenging, subjective, or complex judgments. 
The communication of critical audit matters does not alter in any way our opinion on the consolidated 
financial statements, taken as a whole, and we are not, by communicating the critical audit matters 
below, providing a separate opinion on the critical audit matters or on the accounts or disclosures to 
which they relate. 

Allowance for Loan and Lease Losses 

As described in Notes 1 and 3 to the consolidated financial statements, the Company’s allowance for 
loan and lease losses balance was $15.2 million at December 31, 2022. The allowance for loan and 
lease losses is maintained to provide for specific losses on impaired loans and probable losses 
inherent in the loan portfolio. It is based upon the Company’s analysis of the factors underlying the 
quality of the loan portfolio. These factors include, among others, charge-off history, current economic 
conditions, borrowers’ ability to repay, the regulatory environment, competition, geographic and loan 
type concentrations, policy underwriting standards, nature and volume of the loan portfolio, 
management’s experience level, loan review and loan grading, and the value of underlying collateral. 

We identified management’s risk ratings of loans and the estimation of qualitative factors, both of 
which are used in the overall allowance for loan and lease losses calculation, as critical audit matters. 
The Company uses credit quality indicators, including internally determined risk ratings, to classify 
loans into pools and to estimate inherent loss rates for each of the loan pools, which are used in the 
calculation of the allowance for loan and lease losses. Determination of the risk ratings is inherently 
subjective and involves significant management judgement. The qualitative factors are used to 
estimate probable losses that are not captured in the historical loss rates and are based on 
management’s evaluation of available internal and external data and involves significant 
management judgement. Auditing management’s judgments regarding the determination of risk 
ratings and qualitative factors applied to the allowance for loan and lease losses involved a high 
degree of subjectivity. 

The primary procedures we performed to address these critical audit matters included: 

Tested a risk-based, targeted selection of loans to gain substantive evidence that the Company is
appropriately risk rating these loans in accordance with its policies, and that the risk ratings for
the loans are reasonable based on the current facts and circumstances.

Tested qualitative factors to determine that management's evaluation was derived from adequate
supporting documentation.

Tested the appropriateness of the methodology and assumptions used in the calculation of the
allowance for loan and lease losses, evaluating the completeness and accuracy of the data used
in the calculation, application of the risk ratings determined by management and used in the
calculation, application of the qualitative factors determined by management and used in the
calculation, and recalculation of the allowance for loan and lease losses balance.

Everett, Washington 
March 13, 2023 

We have served as the Company’s auditor since 2009.  

















































































































Corporate and 
Shareholder Information

CORPORATE HEADQUARTERS

201 Wells Avenue South
Renton, WA  98057
Phone: (425) 255-4400

Fax: (425) 228-7227
www.ffnwb.com

SUBSIDIARIES

First Financial Northwest Bank
First Financial Diversified Corporation

TRANSFER AGENT

Computershare
150 Royall Street, Suite 101
Canton, MA 02021
Phone: (781) 575-4226
Toll Free: (800) 368-5948

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Moss Adams, LLP
2707 Colby Avenue, Suite 801
Everett, WA  98201

SEC COUNSEL

Breyer & Associates

8180 Greensboro Drive, Suite 785
McLean, VA 22102

STOCK EXCHANGE

First Financial Northwest, Inc. common stock trades on the 
NASDAQ Global Select Market under the symbol FFNW.

ANNUAL MEETING OF SHAREHOLDERS

The Annual Meeting of Shareholders will be 
a virtual meeting on Thursday, May 11, 2023
at 9:00 a.m. Pacific Time.

Directors and 
Executive Management

FIRST FINANCIAL NORTHWEST, INC.

Directors

Ralph C. Sabin, Chairman

Diane C. Davis

Richard P. Jacobson

Joseph W. Kiley III

Joann E. Lee

Roger H. Molvar

Richard M. Riccobono

Cindy L. Runger

FIRST FINANCIAL NORTHWEST BANK

Executive Management

Joseph W. Kiley III, President and 
Chief Executive Officer

Richard P. Jacobson, Executive Vice President, 
Chief Financial Officer and Chief Operating Officer

Ronnie J. Clariza, Senior Vice President, 
Chief Risk Officer

Dalen D. Harrison, Senior Vice President, 
Chief Banking Officer

Simon Soh, Senior Vice President, 

Chief Credit Officer

INVESTOR AND SHAREHOLDER INFORMATION

RRequestss forr companyy informationn orr too receivee aa copyy off thiss  
Annuall Reportt too Shareholderss withoutt chargee mayy bee sentt to:: 

First Financial Northwest, Inc.
Investor Relations
201 Wells Avenue South
PO Box 360
Renton, WA  98057




