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Indicate the number of shares outstanding of each of the issuer’s classes of common stock as of the latest practicable
date: as of May 7, 2018, the issuer had outstanding 4,147,946 shares of its common stock, $0.01 par value per share.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

LANDMARK BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except per share amounts)

Assets

Cash and cash equivalents

Investment securities available-for-sale, at fair value
Common stocks, at fair value

Bank stocks, at cost

Loans, net of allowance for loans losses of $5,644 at March 31, 2018 and $5,459 at
December 31, 2017

Loans held for sale, at fair value

Premises and equipment, net

Bank owned life insurance

Goodwill

Other intangible assets, net

Real estate owned, net

Accrued interest and other assets

Total assets

Liabilities and Stockholders’ Equity
Liabilities:

Deposits:

Non-interest-bearing demand
Money market and checking
Savings

Time

Total deposits

Federal Home Loan Bank borrowings
Subordinated debentures

Other borrowings

Accrued interest, taxes, and other liabilities
Total liabilities

March 31,

2018
(Unaudited)

$ 13,042
398,102
7
5,457

436,179

6,287
21,051
23,857
17,532
3,504
416
13,560
$ 938,994

$ 170,108
374,633
97,108
127,712
769,561

39,747
21,534
12,743
10,961
854,546

December
31,
2017

$16,584
387,983

5,423
433,743

6,535
20,824
23,698
17,532
3,659
436
13,037
$929,454

$160,496
388,311
93,474
123,277
765,558

31,600
21,484
13,509
9,681
841,832
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Commitments and contingencies

Stockholders’ equity:

Preferred stock, $0.01 par value per share, 200,000 shares authorized; none issued
Common stock, $0.01 par value per share, 7,500,000 shares authorized; 4,118,083 and
4,081,659 shares issued at March 31, 2018 and December 31, 2017, respectively
Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.
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LANDMARK BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS

(Unaudited)
Three months
ended
(Dollars in thousands, except per share amounts)  March 31,
2018 2017
Interest income:
Loans:
Taxable $5,350 $5,019
Tax-exempt 29 35
Investment securities:
Taxable 1,197 1,192
Tax-exempt 1,025 942
Total interest income 7,601 7,188
Interest expense:
Deposits 541 338
Borrowings 466 482
Total interest expense 1,007 820
Net interest income 6,594 6,368
Provision for loan losses 200 50

Net interest income after provision for loan losses 6,394 6,318
Non-interest income:

Fees and service charges 1,756 1,715
Gains on sales of loans, net 1,161 1,389
Bank owned life insurance 159 117
Gains on sales of investment securities, net 35 147
Other 290 273
Total non-interest income 3,401 3,641
Non-interest expense:

Compensation and benefits 3,789 3,757
Occupancy and equipment 1,078 1,024
Data processing 365 330
Amortization of intangibles 277 298
Professional fees 388 290
Advertising 167 166
Federal deposit insurance premiums 72 72
Foreclosure and real estate owned expense 13 52
Other 1,291 1,072
Total non-interest expense 7,440 7,061
Earnings before income taxes 2,355 2,898
Income tax expense 256 693

Net earnings $2,099 $2,205
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Earnings per share:

Basic (1) $0.51 $0.54
Diluted (1) $0.51 $0.54
Dividends per share (1) $0.20 $0.19
(I)Per share amounts for the period ended March 31, 2017 have been adjusted to give effect to the 5% stock dividend

paid during December 2017.

See accompanying notes to consolidated financial statements.
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LANDMARK BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited)

Three months

ended
(Dollars in thousands) March 31,

2018 2017
Net earnings $2,099 $2,205
Net unrealized holding (losses) gains on available-for-sale securities (6,376) 522
Less reclassification adjustment for net gains included in earnings 35 ) 147)
Net unrealized (losses) gains (6,411) 375
Income tax effect on net gains included in earnings 9 54
Income tax effect on net unrealized holding gains (losses) 1,562 (200 )
Other comprehensive (loss) income (4,840) 229
Total comprehensive (loss) income $(2,741) $2,434

See accompanying notes to consolidated financial statements.
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LANDMARK BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(Unaudited)

Additional
(Dollars in thousands, except per share amounts) ngrll(mon paid-in

capital
Balance at January 1, 2017 $ 38 $ 51,968
Net earnings - -
Other comprehensive income - -
Dividends paid ($0.19 per share) - -
Stock-based compensation - 35
Exercise of stock options, 1,845 shares 1 22
Balance at March 31, 2017 $ 39 $ 52,025
Balance at January 1, 2018 $ 41 $57,772
Net earnings - -
Other comprehensive loss - -
Dividends paid ($0.20 per share) - -
Stock-based compensation - 54
Adjustment of common stock - -
Exercise of stock options, 36,424 shares - 334
Balance at March 31, 2018 $ 41 $ 58,160

See accompanying notes to consolidated financial statements.

Accumulated

) other
Retained

. Total
earnings

comprehensive
income (loss)

$34293 $ (1,348 ) $84,951

2,205 - 2,205

- 229 229

ami ) - a4 )

- - 35

- - 23
$35,724  $ (1,119 ) $86,669
$30,214 $ (405 ) $87,622

2,099 - 2,099

- (4,840 ) (4,840)

@21 ) - 821 )

- - 54

7 @ ) -

334

$31,499 §$ (5,252 ) $84,448
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LANDMARK BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(Dollars in thousands)

Cash flows from operating activities:
Net earnings

Adjustments to reconcile net earnings to net cash provided by (used by) operating activities:

Provision for loan losses

Valuation allowance on real estate owned
Amortization of investment security premiums, net
Amortization of purchase accounting adjustment on loans
Amortization of purchase accounting adjustment on subordinated debentures
Amortization of intangibles

Depreciation

Increase in cash surrender value of bank owned life insurance
Stock-based compensation

Deferred income taxes

Net gains on sales of investment securities

Net losses on sales of foreclosed assets

Net gains on sales of loans

Proceeds from sales of loans

Origination of loans held for sale

Changes in assets and liabilities:

Accrued interest and other assets

Accrued expenses, taxes, and other liabilities

Net cash provided by (used in) operating activities
Cash flows from investing activities:

Net (increase) decrease in loans

Maturities and prepayments of investment securities
Purchases of investment securities

Proceeds from sales of investment securities
Redemption of bank stocks

Purchase of bank stocks

Proceeds from sales of foreclosed assets

Purchases of premises and equipment, net

Net cash used in investing activities

Cash flows from financing activities:

Net increase in deposits

Federal Home Loan Bank advance borrowings
Federal Home Loan Bank advance repayments
Proceeds from other borrowings

Three months ended

March 31,
2018

$2,099
200
485
(58
50
277
250
(159
54
105
(35
1
(1,161

31,886
(30,477

838
(1,232
3,123

(2,596
12,682
(29,692
2,535
3,666
(3,700
20

477
(17,562

4,003
233,570
(225,423

)
)

)

)
)

)

)

2017
$2,205

50

33

468
(19

50

298
263
(117
35

60
(147
15
(1,389
31,153
(32,835

(520
(99
(496

2,452
11,069
(30,726
11,797
1,802
(1,826
233

(12
(5,211

11,166

148,857

)
)

)

)

(154,507)

1,008

11
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Repayments on other borrowings (766 ) -
Proceeds from exercise of stock options 334 23
Payment of dividends (821 ) (774 )
Net cash provided by financing activities 10,897 5,773
Net (decrease) increase in cash and cash equivalents (3,542 ) 66
Cash and cash equivalents at beginning of period 16,584 19,996
Cash and cash equivalents at end of period $13,042 $20,062
(Continued)

6

12
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LANDMARK BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS, CONTINUED

(Unaudited)
Three months
ended
(Dollars in thousands) March 31,
2018 2017
Supplemental disclosure of cash flow information:
Cash payments for income taxes $- $-
Cash paid for interest 973 786
Supplemental schedule of noncash investing and financing activities:
Transfer of loans to real estate owned - 5
Investment securities purchases not yet settled (2,512) (3,443)

See accompanying notes to consolidated financial statements.

13
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LANDMARK BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Interim Financial Statements

The unaudited consolidated financial statements of Landmark Bancorp, Inc. (the “Company”) and its wholly owned
subsidiaries, Landmark National Bank (the “Bank’) and Landmark Risk Management Inc., have been prepared in
accordance with the instructions to Form 10-Q. Accordingly, they do not include all the information and footnotes
required by U.S. generally accepted accounting principles (“GAAP”) for complete financial statements and should be
read in conjunction with the Company’s most recent Annual Report on Form 10-K, containing the latest audited
consolidated financial statements and notes thereto. The consolidated financial statements in this report have not been
audited by an independent registered public accounting firm, but in the opinion of management, all adjustments,
consisting of normal recurring accruals, considered necessary for a fair presentation of financial statements have been
reflected herein. The results of the three month interim period ended March 31, 2018 are not necessarily indicative of
the results expected for the year ending December 31, 2018 or any other future time period. The Company has
evaluated subsequent events for recognition and disclosure up to the date the financial statements were issued.

On January 1, 2018, the Company adopted ASU 2014-09 Revenue from Contracts with Customers and all subsequent
amendments to the ASU (collectively, “ASC 606”), which (i) creates a single framework for recognizing revenue from
contracts with customers that fall within its scope and (ii) revises when it is appropriate to recognize a gain (loss) from
the transfer of non-financial assets, such as real estate owned. The majority of the Company’s revenues come from
interest income and other sources, including loans, leases, securities and derivatives that are outside the scope of ASC
606. Services within the scope of ASC 606 include deposit service charges on deposits, interchange income, and the
sale of real estate owned. Refer to footnote 7 to the financial statements, Revenue from Contracts with Customers, for
further discussion on the Company’s accounting policies for revenue sources within the scope of ASC 606.

The Company adopted ASC 606 using the modified retrospective method applied to all contracts not completed as of
January 1, 2018. Results for reporting periods beginning after January 1, 2018 are presented under ASC 606 while
prior period amounts continue to be reported in accordance with legacy GAAP. The adoption of ASC 606 did not
result in a change to the accounting for any of the in-scope revenue streams. As such, no cumulative effect adjustment
was recorded.

In January 2016, the Financial Accounting Standards Board (the “FASB”) issued ASU 2016-01, Financial Instruments
(Topic 825): Recognition and Measurement of Financial Assets and Liabilities. The main provisions of the update are
to eliminate the available for sale classification of accounting for equity securities and to adjust the fair value
disclosures for financial instruments carried at amortized costs such that the disclosed fair values represent an exit

14
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price as opposed to an entry price. The provisions of this update will require that equity securities be carried at fair
market value on the balance sheet and any periodic changes in value will be adjustments to the income statement. A
practical expedient is provided for equity securities without a readily determinable fair value, such that these securities
can be carried at cost less any impairment. The provisions of this update became effective for interim and annual
periods beginning after December 15, 2017. The Company adopted ASU 2016-01 effective January 1, 2018. Effective
January 1, 2018, changes in the value of the Company’s common stock investments are adjustments to the income
statement. Additionally, the disclosure of fair value of the loan portfolio is presented using an exit price method
instead of the discounted cash method previously utilized. Management has concluded that the requirements of this
update do not have a material impact to the Company’s financial position, results of operations or cash flows.

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Payments (a consensus of Emerging Issues Task Force). This ASU attempts to clarify how certain
cash receipts and cash payments are presented and classified in the statement of cash flows. The purpose of this update
is to reduce existing diversity in practice in eight areas addressed by the update. The amendments in this update are
effective for fiscal years, and interim periods within those years, beginning after December 15, 2017. Early adoption is
permitted. The Company adopted ASU 2016-15 effective January 1, 2018. The adoption of ASU 2016-15 did not
result in any material changes to the Company’s consolidated financial statements and related disclosures.

15
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2. Investments

A summary of investment securities available-for-sale is as follows:

(Dollars in thousands)

U. S. treasury securities

U. S. federal agency obligations
Municipal obligations, tax exempt
Municipal obligations, taxable
Agency mortgage-backed securities
Certificates of deposit

Total available-for-sale

(Dollars in thousands)

U. S. treasury securities

U. S. federal agency obligations
Municipal obligations, tax exempt
Municipal obligations, taxable
Agency mortgage-backed securities
Certificates of deposit

Common stocks

Total available-for-sale

As of March 31, 2018

Gross Gross
Amortized unrealized unrealized Estimated
cost gains losses fair value
$1,999 $ - $ (38 ) $1,961
14,554 4 (113 ) 14,445
183,449 459 (3,442 ) 180,466
55,065 91 (615 ) 54,541
141,006 8 (3,310 ) 137,704
8,985 - 8,985

$405,058 $ 562 $ (7,518 ) $398,102

As of December 31, 2017

Gross Gross
Amortized unrealized unrealized Estimated
cost gains losses fair value
$1,999 $ - $0O ) $1,990
16,572 5 (85 ) 16,492
183,846 1,972 (1,080 ) 184,738
57,783 409 216 ) 57976
119,006 92 (1,633 ) 117,555
9,224 - - 9,224
- 8 - 8

$388,520 $ 2,486 $ (3,023 ) $387,983

The tables above show that some of the securities in the available-for-sale investment portfolio had unrealized losses,

or were temporarily impaired, as of March 31, 2018 and December 31, 2017. This temporary impairment represents

the estimated amount of loss that would be realized if the securities were sold on the valuation date. Securities which

were temporarily impaired are shown below, along with the length of time in a continuous unrealized loss position.

As of March 31, 2018
(Dollars in thousands) Less than 12 months 12 months or longer  Total

No. of Fair
securities value

Unrealized Fair Unrealized Fair
losses value losses value

Unrealized

losses

16
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U. S. treasury securities

U.S. federal agency obligations
Municipal obligations, tax exempt
Municipal obligations, taxable
Agency mortgage-backed
securities

Total

(Dollars in thousands)

U. S. treasury securities

U. S. federal agency obligations
Municipal obligations, tax
exempt

Municipal obligations, taxable
Agency mortgage-backed
securities

Total

1 $1,961 $ (38 ) $- $ - $1,961 $ (38 )
12 5,969 (46 ) 8,248 (67 ) 14,217 (113 )
317 95,894 (1,829 ) 30,798 (1,613 ) 126,692 (3,442 )
105 35,148 (445 ) 9,850 (170 ) 44,998 (615 )
101 99,117 (1,730 ) 37,917 (1,580 ) 137,034 (3,310 )
536 $238,089 $ (4,088 ) $86,813 $ (3,430 ) $324,902 $ (7,518 )
As of December 31, 2017
Less than 12 months 12 months or longer ~ Total
No. of Fair Unrealized Fair Unrealized Fair Unrealized
securities value losses value losses value losses
1 $1,990 $ 9 ) $ - $ - $ 1,990 $0O )
14 7,989 (24 ) 8,272 (61 ) 16,261 $(85 )
178 37,299 73 ) 31,930 807 ) 69,229 $(1,080 )
73 18,792 (96 ) 9,744 (120 ) 28,536 $ (216 )
79 68,630 (620 ) 39,844 (1,013 ) 108474 $ (1,633 )
345 $ 134,700 $ (1,022 ) $ 89,790 $ (2,001 ) $ 224,490 $ (3,023 )

17
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The Company’s U.S. treasury portfolio consists of securities issued by the United States Department of the Treasury.
The receipt of principal and interest on U.S. treasury securities is guaranteed by the full faith and credit of the U.S.
government. Based on these factors, along with the Company’s intent to not sell the security and its belief that it was
more likely than not that the Company will not be required to sell the security before recovery of its cost basis, the
Company believed that the U.S. treasury security identified in the table above was temporarily impaired as of March
31, 2018 and December 31, 2017.

The Company’s U.S. federal agency portfolio consists of securities issued by the government-sponsored agencies of
Federal Home Loan Mortgage Corporation (“FHLMC”), Federal National Mortgage Association (“FNMA”) and Federal
Home Loan Bank (“FHLB”). The receipt of principal and interest on U.S. federal agency obligations is guaranteed by
the respective government-sponsored agency guarantor, such that the Company believes that its U.S. federal agency
obligations do not expose the Company to credit-related losses. Based on these factors, along with the Company’s

intent to not sell the securities and its belief that it was more likely than not that the Company will not be required to

sell the securities before recovery of their cost basis, the Company believed that the U.S. federal agency obligations
identified in the tables above were temporarily impaired as of March 31, 2018 and December 31, 2017.

The Company’s portfolio of municipal obligations consists of both tax-exempt and taxable general obligations
securities issued by various municipalities. As of March 31, 2018, the Company did not intend to sell and it is more
likely than not that the Company will not be required to sell its municipal obligations in an unrealized loss position
until the recovery of its cost. Due to the issuers’ continued satisfaction of the securities’ obligations in accordance with
their contractual terms and the expectation that they will continue to do so, the evaluation of the fundamentals of the
issuers’ financial condition and other objective evidence, the Company believed that the municipal obligations
identified in the tables above were temporarily impaired as of March 31, 2018 and December 31, 2017.

The Company’s agency mortgage-backed securities portfolio consists of securities underwritten to the standards of and
guaranteed by the government-sponsored agencies of FHLMC, FNMA and the Government National Mortgage
Association. The receipt of principal, at par, and interest on agency mortgage-backed securities is guaranteed by the
respective government-sponsored agency guarantor, such that the Company believed that its agency mortgage-backed
securities did not expose the Company to credit-related losses. Based on these factors, along with the Company’s intent
to not sell the securities and the Company’s belief that it was more likely than not that the Company will not be
required to sell the securities before recovery of their cost basis, the Company believed that the agency
mortgage-backed securities identified in the tables above were temporarily impaired as of March 31, 2018 and
December 31, 2017.

The table below sets forth amortized cost and fair value of investment securities at March 31, 2018. The table includes
scheduled principal payments and estimated prepayments, based on observable market inputs, for agency
mortgage-backed securities. Actual maturities will differ from contractual maturities because borrowers have the right
to prepay obligations with or without prepayment penalties.

18
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(Dollars in thousands) Amortized Estimated
cost fair value
Due in less than one year $28,290  $28,180

Due after one year but within five years 187,173 183,944
Due after five years but within ten years 102,653 100,613

Due after ten years 86,942 85,365
Total $405,058 $398,102
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Sales proceeds and gross realized gains and losses on sales of available-for-sale securities were as follows for the

periods indicated:

Three months

(Dollars in thousands)

ended March 31,

2018 2017
Sales proceeds $2,535 $11,797
Realized gains $35 $171
Realized losses - 24 )

Net realized gains $35

$147

Securities with carrying values of $227.3 million and $232.5 million were pledged to secure public funds on deposit,
repurchase agreements and as collateral for borrowings at March 31, 2018 and December 31, 2017, respectively.
Except for U.S. federal agency obligations, no investment in a single issuer exceeded 10% of consolidated

stockholders’ equity.

Effective January 1, 2018, the Company changed the classification of its common stock investments from
available-for-sale with changes in fair value excluded from earnings and reported as a separate component of
stockholders’ equity, net of taxes to be carried at fair value with changes in fair value included in net earnings. At
March 31, 2018, the Company owned two common stock investments with a fair value of $7,000. During the first
quarter of 2018, the fair value declined by $1,000, which was included in other non-interest income.

3. Loans and Allowance for Loan Losses

Loans consisted of the following as of the dates indicated below:

(Dollars in thousands)

One-to-four family residential real estate
Construction and land

Commercial real estate

Commercial

Agriculture

March December
31, 31,
2018 2017

$134,565 $136,215
24,372 19,356
123,194 120,624
52,575 54,591
81,691 83,008

20
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Municipal 3,305 3,396
Consumer 22,516 22,046
Total gross loans 442218 439,236
Net deferred loan costs and loans in process 395 ) (34
Allowance for loan losses (5,644 ) (5,459
Loans, net $436,179 $433,743

)
)

21



Edgar Filing: LANDMARK BANCORP INC - Form 10-Q

The following tables provide information on the Company’s allowance for loan losses by loan class and allowance

methodology:

(Dollars in thousands)  residenti

Allowance for loan
losses:

Balance at January 1,

Three months ended March 31, 2018

One-to-four
famil ) )
y C(instructlon Commercial . . ..
tia Commercial Agriculture Municipal Consumer Total
and land real estate
real
estate

$542 § 181 $ 1,540 §$ 1,226 $ 1,812 $§ 8 $ 150 $ 5459

2018

Charge-offs - - - - - - 33 ) @33 )
Recoveries 1 - 1 1 - 2 13 18
Provision for loan losses (66 ) 60 ) 21 257 55 3 ) @4 ) 200

Balance at March 31,

2018

(Dollars in thousands)  residentia

Allowance for loan

$477 $ 121 $ 1,562 § 1,484 $ 1,867 $ 7 $ 126 $ 5,644

Three months ended March 31, 2017
One-to-four

family Canstruction Commercial
(1 Commercial Agriculture Municipal Consumer Total
cal and land real estate

estate

losses:
Egﬁncea”anuaryl’ $504 $ 53 $ 1,777 $ 1,119 $ 1684 $ 12§ 195  $ 5344
Charge-offs (19) - - - - - (107 ) (126 )
Recoveries 1 - - 8 1 - 49 59
Provision for loan losses 7 18 (37 ) (26 ) 46 a1 ) 43 50
Egﬁnceamm“l’ $493 $ 71 $ 1740 $ 1,101 $ 1731 $ 11§ 180  $ 5327
As of March 31, 2018
One-to-four
. family . .
(Dollars in residential ConstructionCommercial Commercial Agriculture Municipal Consumer Total
thousands) real and land real estate
estate

22



Allowance for loan
losses:
Individually
evaluated for loss
Collectively
evaluated for loss
Total

Loan balances:
Individually
evaluated for loss
Collectively
evaluated for loss
Total

(Dollars in
thousands)

Allowance for loan
losses:
Individually
evaluated for loss
Collectively
evaluated for loss
Total

Loan balances:
Individually
evaluated for loss
Collectively
evaluated for loss
Total
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$84 $
393

$477 $

$740 $
133,825

$134,565 $

23

98
121

1,780

22,592
24,372

$ 15 $ 685
1,547 799

$ 1,562 $ 1,484

$ 3,922 $ 2,024
119,272 50,551

$ 123,194 § 52,575

As of December 31, 2017

One-to-four

family

residential and land

real

estate

$73 $ 102
469 79

$542 $ 181

$747 $ 2,031
135,468 17,325

$136,215 $ 19,356

ConstructionCommercial
real estate

$ 52 $ 391
1,488 835

$ 1,540 $ 1,226

$ 3,973 $ 2,002
116,651 52,589

$ 120,624 $ 54,591

$ 71 $ -
1,796 7

$ 1867 $ 7

$ 776 $ 126
80,915 3,179

$ 81,601 $ 3,305

24 $ -
1,788 8
1812 $ 8
833 $ 140
82,175 3,256

83,008 $ 3,396

$1 $ 879
125 4,765

$ 126 $ 5,644

$ 40 $ 9,408
22,476 432,810

$ 22,516 $ 442,218

Commercial Agriculture Municipal Consumer Total

$ - $ 642
150 4,817

$ 150 $ 5,459

$ 34 $ 9,760
22,012 429,476

$ 22,046 $ 439,236

The Company recorded net loan charge-offs of $15,000 during the first quarter of 2018 compared to net loan
charge-offs of $67,000 during the first quarter of 2017.
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The Company’s impaired loans decreased from $9.8 million at December 31, 2017 to $9.4 million at March 31, 2018.
The difference between the unpaid contractual principal and the impaired loan balance is a result of charge-offs
recorded against impaired loans. The difference in the Company’s non-accrual loan balances and impaired loan
balances at March 31, 2018 and December 31, 2017, was related to troubled debt restructurings (“TDR”) that are current
and accruing interest, but still classified as impaired. Interest income recognized on a cash basis was immaterial

during the three months ended March 31, 2018 and 2017. The following tables present information on impaired loans:

(Dollars in thousands) As of March 31, 2018
Impaired .
Unpaid Impaired loans {(I)I:lll)l?red Related Z{Veearra—t(;—date ;f:’;g?date
contractualoan without with an allowance loan & income
principal balance an recorded i
allowance balance recognized
allowance
E)srtlzt—eto—four family residential real $740 $740 $ 467 $ 273 $ 84 $ 746 $2
Construction and land 3,515 1,780 417 1,363 23 1,797 15.00
Commercial real estate 3,922 3,922 3,884 38 15 3,925 122.00
Commercial 2,024 2,024 7 2,017 685 2,041 -
Agriculture 991 776 517 259 71 791 -
Municipal 126 126 126 - - 138 -
Consumer 40 40 33 7 1 40 -
Total impaired loans $11,358 $9,408 $ 5,451 $ 3,957 $ 879 $ 9,478 $ 139
(Dollars in thousands) As of December 31, 2017
Impaired .
Unpaid  Tmpaired loans Impaired Related Year-to-date .Year—to—date
. loans average interest
contractualoan without with an allowance loan income
principal balance an recorded .
allowance balance recognized
allowance
Ssrtlzt—eto—four family residential real $747 $747 $ 503 $ 244 $ 73 $ 774 $ 8
Construction and land 3,766 2,031 430 1,601 102 2,033 65
Commercial real estate 3,973 3,973 3,888 85 52 3,989 490
Commercial 2,002 2,002 11 1,991 391 2,082 -
Agriculture 1,048 833 545 288 24 912 1
Municipal 140 140 140 - - 192 5
Consumer 34 34 34 - - 35 -
Total impaired loans $11,710 $9,760 $ 5,551 $ 4,209 $ 642 $ 10,017 $ 569

The Company’s key credit quality indicator is a loan’s performance status, defined as accruing or non-accruing.
Performing loans are considered to have a lower risk of loss. Non-accrual loans are those which the Company believes
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have a higher risk of loss. The accrual of interest on non-performing loans is discontinued at the time the loan is 90
days delinquent, unless the credit is well secured and in process of collection. Loans are placed on non-accrual or are
charged off at an earlier date if collection of principal or interest is considered doubtful. There were no loans 90 days
or more delinquent and accruing interest at March 31, 2018 or December 31, 2017.
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The following tables present information on the Company’s past due and non-accrual loans by loan class:

(Dollars in thousands) As of March 31, 2018
30-59 6089 90 days Total Total past
days days or more Total
. . . pastdue  Non-accrual due and
delinquentelinquent delinquent loans not
loans loans non-accrual
and and and . past due
. . . accruing loans
accruing accruing  accruing
One-to-four family residential $314  § - $ - $ 314 $ 549 $ 863 $133.702
real estate
Construction and land - - - - 581 581 23,791
Commercial real estate - - - - 1,794 1,794 121,400
Commercial 166 356 - 522 2,024 2,546 50,029
Agriculture 177 75 - 252 776 1,028 80,663
Municipal - - - - - - 3,305
Consumer 35 2 - 37 40 77 22,439
Total $692 $§ 433 $ - $ 1,125 $ 5,764 $ 6,889 $435,329
Percent of gross loans 0.16% 010 % 000 % 026 % 130 % 156 % 9844 %
(Dollars in thousands) As of December 31, 2017
3068—989 days 20 days or Total Total past Total
da S more loans
elinquent . pastdue Non-accrual due and
de ingu nt delinquent not
loans loans non-accrual
an . and . past
accruing . accruing loans
accruing accruing due
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