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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
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PART I – FINANCIAL INFORMATION

FIRST NORTHERN COMMUNITY BANCORP

 ITEM I.    – FINANCIAL STATEMENTS (UNAUDITED)

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

September
30,

December
31,

(in thousands, except shares and share amounts) 2014 2013

Assets

Cash and cash equivalents $246,628 $177,254
Investment securities – available-for-sale 143,789 173,269
Loans, net of allowance for loan losses of $8,402 at September 30, 2014
   and $9,353 at December 31, 2013 524,796 506,850
Loans held-for-sale 1,258 1,263
Stock in Federal Home Loan Bank and other equity securities, at cost 3,934 3,717
Premises and equipment, net 7,296 7,418
Interest receivable and other assets 26,354 27,898

                 Total Assets $954,055 $897,669

Liabilities and Stockholders’ Equity

Liabilities:

         Demand deposits $274,249 $274,831
         Interest-bearing transaction deposits 218,602 207,879
         Savings and MMDA's 273,030 231,491
         Time, under $100,000 32,116 33,467
         Time, $100,000 and over 57,781 56,119
                 Total deposits 855,778 803,787

         Interest payable and other liabilities 8,011 8,974

                 Total Liabilities 863,789 812,761

Stockholders' Equity:
         Preferred stock, no par value; $1,000 per share liquidation preference,
22,847 shares authorized; 12,847 shares issued and outstanding at September 30, 2014
and December 31, 2013 12,847 12,847
        Common stock, no par value; 16,000,000 shares authorized;
9,800,456 shares issued and outstanding at September 30, 2014 and 9,495,674 shares
issued and outstanding at December 31, 2013 66,788 64,584

Edgar Filing: FIRST NORTHERN COMMUNITY BANCORP - Form 10-Q

4



        Additional paid-in capital 977 977
        Retained earnings 9,678 7,573
        Accumulated other comprehensive loss, net (24 ) (1,073 )
                 Total Stockholders’ Equity 90,266 84,908

                 Total Liabilities and Stockholders’ Equity $954,055 $897,669

See notes to unaudited condensed consolidated financial statements.
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FIRST NORTHERN COMMUNITY BANCORP

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

Three
months

Three
months

Nine
months

Nine
months

ended ended ended ended

(in thousands, except per share amounts)
September
30, 2014

September
30, 2013

September
30, 2014

September
30, 2013

Interest and dividend income:
     Loans $6,717 $6,466 $19,795 $18,671
     Due from banks interest bearing accounts 132 103 411 315
     Investment securities
          Taxable 741 621 2,232 1,961
          Non-taxable 85 99 282 298
     Other earning assets 77 46 205 106
               Total interest and dividend income 7,752 7,335 22,925 21,351
Interest expense:
     Deposits 312 306 973 952
               Total interest expense 312 306 973 952
Net interest income 7,440 7,029 21,952 20,399
Provision for  loan losses 400 — 1,600 800
 Net interest income after provision
    for loan losses 7,040 7,029 20,352 19,599
Other operating income:
     Service charges on deposit accounts 599 606 1,689 1,876
     Gains on sales of other real estate owned — — — 1
     Gains on sales of loans held-for-sale 179 129 456 1,121
     Investment and brokerage services income 158 295 479 958
     Mortgage brokerage income 9 28 15 63
     Loan servicing income 145 490 366 1,203
     Fiduciary activities income 121 136 457 465
     ATM fees 145 67 335 219
     Signature based transaction fees 487 337 1,183 966
     Gains on calls of available-for-sale securities 53 — 53 4
     Other income 208 185 647 567
               Total other operating income 2,104 2,273 5,680 7,443
Other operating expenses:
     Salaries and employee benefits 4,031 4,422 11,556 12,630
     Occupancy and equipment 728 757 2,186 2,289
     Data processing 434 414 1,265 1,258
     Stationery and supplies 81 92 255 281
     Advertising 84 76 257 263
     Directors’ fees 68 54 190 161
     Other real estate owned expense (income) and
impairment 65 (10 ) 106 11
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     Impairment on other interest earning asset — — 50 —
     Other expense 1,301 1,120 3,880 3,637
               Total other operating expenses 6,792 6,925 19,745 20,530
               Income before provision for income taxes 2,352 2,377 6,287 6,512
Provision for income taxes 782 1,004 2,014 2,334

               Net  income $1,570 $1,373 $4,273 $4,178

Preferred stock dividends $(33 ) $(162 ) $(97 ) $(534 )
Net  income available to common shareholders $1,537 $1,211 $4,176 $3,644

Basic earnings per share $0.16 $0.12 $0.43 $0.38
Diluted earnings per share $0.16 $0.12 $0.43 $0.37

See notes to unaudited condensed consolidated financial statements.
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FIRST NORTHERN COMMUNITY BANCORP

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

Three
months

Three
months

Nine
months

Nine
months

ended ended ended ended

(in thousands)

September
30,

2014

September
30,

2013

September
30,

2014

September
30,

2013
Net income $1,570 $1,373 $4,273 $4,178
Other comprehensive income (loss), net of tax:
Unrealized holding gains (losses) on securities:
Unrealized holding gains (losses) arising during the period,
net of tax effect of $(131) and $93 for the three-month
periods ended September 30, 2014 and September 30, 2013,
respectively, and $721 and $(1,539) for the nine-month
periods ended September 30, 2014 and September 30, 2013,
respectively (196 ) 139 1,081 (2,309 )
Less: reclassification adjustment due to gains realized on
sales of securities, net of tax effect of $(21) and $0 for the
three-month periods ended September 30, 2014 and
September 30, 2013, and $(21) and $(2) for the nine-month
periods ended September 30, 2014 and September 30, 2013,
respectively (32 ) — (32 ) (2 )
Other comprehensive (loss) income $(228 ) $139 $1,049 $(2,311 )

Comprehensive income $1,342 $1,512 $5,322 $1,867

See notes to unaudited condensed consolidated financial statements.
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FIRST NORTHERN COMMUNITY BANCORP

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY (UNAUDITED)

(in thousands, except share data)

Accumulated
Additional Other

Preferred Stock Common Stock Paid-in Retained Comprehensive

Shares Amounts Shares Amounts Capital Earnings
Income
(Loss) Total

Balance at
December 31, 2013 12,847 $12,847 9,495,674 $64,584 $ 977 $7,573 $ (1,073 ) $84,908

Net income 4,273 4,273

Other
comprehensive
income 1,049 1,049

3% stock dividend 284,871 2,065 (2,065 ) —
Dividend on
preferred stock (97 ) (97 )
Cash in lieu of
fractional shares (145 ) (6 ) (6 )
Stock-based
compensation and
related tax benefit 139 139
Common shares
issued related to
restricted stock
grants, net 24,166 —
Restricted stock
forfeited (4,110 ) —

Balance at
September 30, 2014 12,847 $12,847 9,800,456 $66,788 $ 977 $9,678 $ (24 ) $90,266

See notes to unaudited condensed consolidated financial statements.
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FIRST NORTHERN COMMUNITY BANCORP

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(in thousands)
Nine

months
ended

September 30,
2014

Nine months
ended

September 30,
2013

Cash Flows From Operating Activities
          Net income $4,273 $ 4,178
          Adjustments to reconcile net income to net cash provided by 
       operating activities:
 Depreciation 504 526
 Accretion and amortization of investment securities premiums and
       discounts, net 1,554 2,656
 Valuation adjustment on mortgage servicing rights — (536 )
 Decrease in deferred loan origination fees and costs, net (139 ) (313 )
 Provision for loan losses 1,600 800
 Stock plan accruals 139 109
 Gains on calls/sales of available-for-sale securities (53 ) (4 )
 Impairment on other interest earning assets 50 —
 Gains on sales of other real estate owned — (1 )
 Impairment on other real estate owned 48 10
 Gains on sales of loans held-for-sale (456 ) (1,121 )
 Proceeds from sales of loans held-for-sale 21,309 61,014
 Originations of loans held-for-sale (20,848 ) (57,125 )
          Changes in assets and liabilities:
 Decrease in interest receivable and other assets 844 1,302
 Net (decrease) increase in interest payable and other liabilities (963 ) 502
                    Net cash provided by operating activities 7,862 11,997

Cash Flows From Investing Activities
          Proceeds from maturities of available-for-sale securities 14,362 8,025
          Proceeds from sales of available-for-sale securities 12,140 —
          Principal repayments on available-for-sale securities 16,070 27,368
          Purchase of available-for-sale securities (12,844 ) (44,413 )
          Net increase in loans (19,869 ) (56,754 )
          Net increase in stock in Federal Home Loan Bank and other equity
                securities, at cost (267 ) (110 )
          Proceeds from sale of other real estate owned 414 513
          Purchases of premises and equipment, net (382 ) (206 )
                    Net cash provided by (used in) investing activities 9,624 (65,577 )

Cash Flows From Financing Activities
          Net increase in deposits 51,991 52,703
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          Redemption of preferred stock — (10,000 )
          Cash dividends paid in lieu of fractional shares (6 ) (4 )
          Cash dividends paid on preferred stock (97 ) (534 )
                    Net cash provided by financing activities 51,888 42,165

Net increase (decrease) in Cash and Cash Equivalents 69,374 (11,415 )
Cash and Cash Equivalents, beginning of period 177,254 161,359
Cash and Cash Equivalents, end of period $246,628 $ 149,944

Supplemental Disclosures of Cash Flow Information:
Cash paid during the period for:
Interest $958 $ 962
Income Taxes $1,213 $ 1,260
Supplemental disclosures of non-cash investing and financing activities:
Stock dividend distributed $2,065 $ 1,047
Tax deficiency related to expired, vested non-qualified stock options $— $ (106 )
Financed sale of other real estate owned $— $ (540 )
Transfer of loans held-for-investment to other real estate owned $462 $ —
   Unrealized holding gains (losses) on available for sale securities,
         net of taxes $1,049 $ (2,311 )
See notes to unaudited condensed consolidated financial statements.
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FIRST NORTHERN COMMUNITY BANCORP

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2014 and 2013 and December 31, 2013

1. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements of First Northern Community Bancorp (the
“Company”) have been prepared in accordance with accounting principles generally accepted in the United States of
America (GAAP) for interim financial information and with the instructions to Form 10-Q and Articles 9 and 10 of
Regulation S-X.  Accordingly, they do not include all of the information and notes required by GAAP for complete
financial statements.  In the opinion of management, all adjustments (consisting of normal recurring accruals)
considered necessary for a fair presentation have been included.  The results of operations for any interim period are
not necessarily indicative of results expected for the full year.  These condensed consolidated financial statements
should be read in conjunction with the consolidated financial statements and notes thereto contained in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2013 as filed with the Securities and Exchange
Commission.  The preparation of financial statements in conformity with GAAP also requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expense during the
reporting period.  Actual results could differ from those estimates.  All material intercompany balances and
transactions have been eliminated in consolidation.

Recently Issued Accounting Pronouncements:

In February 2013, FASB issued ASU 2013-04, Obligations Resulting from Joint and Several Liability Arrangements
for Which the Total Amount of the Obligation Is Fixed at the Reporting Date, which provides guidance for the
recognition, measurement, and disclosure of obligations resulting from joint and several liability arrangements for
which the total amount of the obligation is fixed at the reporting date.  Examples of obligations within the scope of
this guidance include debt arrangements, other contractual obligations, and settled litigation and judicial rulings.  This
guidance is effective for interim and annual periods beginning on January 1, 2014 and must be retroactively applied to
prior periods presented.  Early adoption is permitted.  Adoption of the new guidance did not have a significant impact
on the Company’s consolidated financial statements.

In July 2013, FASB issued ASU 2013-11, Presentation of an Unrecognized Tax Benefit When a Net Operating Loss
Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists.  The amendments in this ASU provide that an
unrecognized tax benefit, or a portion thereof, should be presented in the financial statements as a reduction to a
deferred tax asset for a net operating loss carryforward, a similar tax loss, or a tax credit carryforward, except to the
extent that a net operating loss carryforward, a similar tax loss, or a tax credit carryforward is not available at the
reporting date to settle any additional income taxes that would result from disallowance of a tax position, or the tax
law does not require the entity to use, and the entity does not intend to use, the deferred tax asset for such purpose,
then the unrecognized tax benefit should be presented as a liability.  The amendments are effective for fiscal years,
and interim periods within those years, beginning after December 15, 2013.  Early adoption and retrospective
application is permitted.  Adoption of the new guidance did not have a significant impact on the Company’s
consolidated financial statements.
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In January 2014, FASB issued ASU 2014-01, Investments – Equity Method and Joint Ventures.  The amendments in
this ASU permit reporting entities to make an accounting policy election to account for their investments in qualified
affordable housing projects using the proportional amortization method if certain conditions are met.  Disclosures for
a change in accounting principle are required upon transition.  The amendments should be applied retrospectively to
all periods presented.  A reporting entity that uses the effective yield method to account for its investments in qualified
affordable housing projects before the date of adoption may continue to apply the effective yield method for those
preexisting investments.  The amendments in this ASU are effective for public business entities for annual periods and
interim periods within those annual periods, beginning after December 15, 2014.  Early adoption is permitted.  The
Company does not expect the adoption of this update to have a significant impact on its consolidated financial
statements.

8
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In January 2014, FASB issued ASU 2014-04, Receivables – Troubled Debt Restructurings by Creditors.  The
amendments in this ASU clarify that an in substance repossession or foreclosure occurs, and a creditor is considered to
have received physical possession of residential real estate property collateralizing a consumer mortgage loan, upon
either (1) the creditor obtaining legal title to the residential real estate property upon completion of a foreclosure or (2)
the borrower conveying all interest in the residential real estate property to the creditor to satisfy that loan through
completion of a deed in lieu of foreclosure or through a similar legal agreement.  Additionally, the amendments
require interim and annual disclosure of both (1) the amount of foreclosed residential real estate property held by the
creditor and (2) the recorded investment in consumer mortgage loans collateralized by residential real estate property
that are in the process of foreclosure according to local requirements of the applicable jurisdiction.  The amendments
in this ASU are effective for public business entities for annual periods, and interim periods within those annual
periods, beginning after December 15, 2014.  An entity can elect to adopt the amendments in this ASU using either a
modified retrospective transition method or a prospective transition method.  Early adoption is permitted.  The
Company does not expect the adoption of this update to have a significant impact on its consolidated financial
statements.

In January, 2014, FASB issued ASU 2014-05, Service Concession Arrangements.  The amendments specify that an
operating entity should not account for a service concession arrangement that is within the scope of this ASU as a
lease in accordance with Topic 840.  An operating entity should refer to other Topics as applicable to account for
various aspects of a service concession arrangement.  The amendments also specify that the infrastructure used in a
service concession arrangement should not be recognized as property, plant, and equipment of the operating
entity.  The amendments in this ASU should be applied on a modified retrospective basis to service concession
arrangements that exist at the beginning of an entity’s fiscal year of adoption.  The modified retrospective approach
requires the cumulative effect of applying this ASU to arrangements existing at the beginning of the period of
adoption to be recognized as an adjustment to the opening retained earnings balance for the annual period of
adoption.  The amendments are effective for a public business entity for annual periods, and interim periods within
those annual periods, beginning after December 15, 2014.  The Company does not expect the adoption of this update
to have a significant impact on its consolidated financial statements.

In August, 2014, FASB issued ASU 2014-14, Receivables- Troubled Debt Restructuring by Creditors: Classification
of Certain Government-Guaranteed Mortgage Loans upon Foreclosure.  The amendment affects creditors that hold
government-guaranteed mortgage loans, including those guaranteed by the FHA and the VA.  It requires that a
mortgage loan be derecognized and a separate other receivable be recognized upon foreclosure if the following
conditions are present:

•  The loan has a government guarantee that is not separable from the loan before foreclosure.
•  At the time of foreclosure, the creditor has the intent to convey the real estate property to the guarantor and make a

claim on the guarantee, and the creditor has the ability to recover under that claim.
•  At the time of foreclosure, any amount of the claim that is determined on the basis of the fair value of the real estate

is fixed.
Upon foreclosure, the separate other receivable should be measured based on the amount of the loan balance (principal
and interest) expected to be recovered from the guarantor.  The amendments are effective for a public business entity
for annual periods and interim periods within those annual periods, beginning after December 15, 2014.

9
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In August, 2014, FASB issued ASU 2014-15, Presentation of Financial Statements- Going Concern: Disclosure of
Uncertainties about an Entity’s Ability to Continue as a Going Concern.  The amendment defines management’s
responsibility to evaluate whether there is substantial doubt about an organization’s ability to continue as a going
concern and to provide related footnote disclosures.  Under GAAP, financial statements are prepared under the
presumption that the reporting organization will continue to operate as a going concern, except in limited
circumstances. The going concern basis of accounting is critical to financial reporting because it establishes the
fundamental basis for measuring and classifying assets and liabilities. Currently, GAAP lacks guidance about
management’s responsibility to evaluate whether there is substantial doubt about the organization’s ability to continue
as a going concern or to provide related footnote disclosures.  This ASU provides guidance to an organization’s
management, with principles and definitions that are intended to reduce diversity in the timing and content of
disclosures that are commonly provided by organizations today in the financial statement footnotes.  The amendments
are effective for a public business entity for annual periods ending after December 15, 2016, and interim periods
within those annual periods, beginning after December 15, 2016.  The Company does not expect the adoption of this
update to have a significant impact on its consolidated financial statements.

Reclassifications
Certain reclassifications have been made to prior period balances in order to conform to the current year presentation.
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2.           LOANS

The composition of the Company’s loan portfolio, by loan class, is as follows:

($ in thousands)

September
30,

2014

December
31,

2013

Commercial $117,241 $110,644
Commercial Real Estate 253,960 235,296
Agriculture 55,293 51,730
Residential Mortgage 49,471 52,809
Residential Construction 5,395 10,444
Consumer 50,498 54,079

531,858 515,002
Allowance for loan losses (8,402 ) (9,353 )
Net deferred origination fees and costs 1,340 1,201

Loans, net $524,796 $506,850

The Company manages asset quality and credit risk by maintaining diversification in its loan portfolio and through
review processes that include analysis of credit requests and ongoing examination of outstanding loans and
delinquencies, with particular attention to portfolio dynamics and loan mix.  The Company strives to identify loans
experiencing difficulty early enough to correct the problems, to record charge-offs promptly based on realistic
assessments of collectability and current collateral values and to maintain an adequate allowance for loan losses at all
times.   Asset quality reviews of loans and other non-performing assets are administered using credit risk rating
standards and criteria similar to those employed by state and federal banking regulatory agencies.

Commercial loans, whether secured or unsecured, generally are made to support the short-term operations and other
needs of small businesses.  These loans are generally secured by the receivables, equipment, and real property of the
business and are susceptible to the related risks described above.  Problem commercial loans are generally identified
by periodic review of financial information that may include financial statements, tax returns, and payment history of
the borrower.  Based on this information, the Company may decide to take any of several courses of action including
demand for repayment, requiring the borrower to provide a significant principal payment and/or additional collateral
or requiring similar support from guarantors. Notwithstanding, when repayment becomes unlikely based on the
borrower’s income and cash flow, repossession or foreclosure of the underlying collateral may become
necessary.  Collateral values may be determined by appraisals obtained through Bank-approved, licensed appraisers,
qualified independent third parties, purchase invoices, or other appropriate means.

Commercial real estate loans generally fall into two categories, owner-occupied and non-owner occupied.  Loans
secured by owner-occupied real estate are primarily susceptible to changes in the market conditions of the related
business.  This may be driven by, among other things, industry changes, geographic business changes, changes in the
individual financial capacity of the business owner, general economic conditions and changes in business cycles.
These same risks apply to commercial loans whether secured by equipment, receivables or other personal property or
unsecured.  Losses on loans secured by owner-occupied real estate, equipment, or other personal property generally
are dictated by the value of underlying collateral at the time of default and liquidation of the collateral.  When default
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is driven by issues related specifically to the business owner, collateral values tend to provide better repayment
support and may result in little or no loss. Alternatively, when default is driven by more general economic conditions,
underlying collateral generally has devalued more and results in larger losses due to default.  Loans secured by
non-owner occupied real estate are primarily susceptible to risks associated with swings in occupancy or vacancy and
related shifts in lease rates, rental rates or room rates. Most often, these shifts are a result of changes in general
economic or market conditions or overbuilding and resulting over-supply of space.  Losses are dependent on the value
of underlying collateral at the time of default.  Values are generally driven by these same factors and influenced by
interest rates and required rates of return as well as changes in occupancy costs.  Collateral values may be determined
by appraisals obtained through Bank-approved, licensed appraisers, qualified independent third parties, sales invoices,
or other appropriate means.
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Agricultural loans, whether secured or unsecured, generally are made to producers and processors of crops and
livestock.  Repayment is primarily from the sale of an agricultural product or payments for services.  Agricultural
loans are generally secured by inventory, receivables, equipment, and real property.  Agricultural loans are susceptible
to changes in market demand for specific commodities.  This may be exacerbated by, among other things, industry
changes, changes in the individual financial capacity of the business owner, general economic conditions and changes
in business cycles, as well as adverse weather conditions, including drought conditions such as those affecting
California.  Problem agricultural loans are generally identified by periodic review of financial information that may
include financial statements, tax returns, crop budgets, payment history, and crop inspections.  Based on this
information, the Company may decide to take any of several courses of action including demand for repayment,
requiring the borrower to provide a significant principal payment and/or additional collateral or requiring similar
support from guarantors. Notwithstanding, when repayment becomes unlikely based on the borrower’s income and
cash flow, repossession or foreclosure of the underlying collateral may become necessary.

Residential mortgage loans, which are secured by real estate, are primarily susceptible to four risks: non-payment due
to diminished or lost income; over-extension of credit; a lack of borrower’s cash flow to sustain payments; and
shortfalls in collateral value.  In general, non-payment is usually due to loss of employment and follows general
economic trends in the economy, particularly the upward movement in the unemployment rate, loss of collateral
value, and demand shifts.

Residential construction loans, whether owner-occupied or non-owner occupied residential development loans, are not
only susceptible to the related risks described above but the added risks of construction, including cost over-runs,
mismanagement of the project, or lack of demand and market changes experienced at time of completion.  Losses are
primarily related to underlying collateral value and changes therein as described above.  Problem construction loans
are generally identified by periodic review of financial information that may include financial statements, tax returns
and payment history of the borrower.  Based on this information the Company may decide to take any of several
courses of action including demand for repayment, requiring the borrower to provide a significant principal payment
and/or additional collateral or requiring similar support from guarantors, or repossession or foreclosure of the
underlying collateral.  Collateral values may be determined by appraisals obtained through Bank-approved, licensed
appraisers, qualified independent third parties, purchase invoices, or other appropriate means.

Consumer loans, whether unsecured or secured are primarily susceptible to four risks: non-payment due to diminished
or lost income; over-extension of credit; a lack of borrower’s cash flow to sustain payments; and shortfall in the
collateral value.  In general, non-payment is usually due to loss of employment and will follow general economic
trends in the economy, particularly upward movements in the unemployment rate, loss of collateral value, and demand
shifts.

As of September 30, 2014, approximately 48% in principal amount of the Company’s loans were secured by
commercial real estate, consisting primarily of construction and land development loans and loans secured by
commercial properties.  Approximately 9% in principal amount of the Company’s loans were residential mortgage
loans.  Approximately 1% in principal amount of the Company’s loans were residential construction
loans.  Approximately 10% in principal amount of the Company’s loans were for agriculture and 22% in principal
amount of the Company’s loans were for general commercial uses including professional, retail and small
businesses.  Approximately 10% in principal amount of the Company’s loans were consumer loans.

Once a loan becomes delinquent and repayment becomes questionable, a Company collection officer will address
collateral shortfalls with the borrower and attempt to obtain additional collateral or a principal payment.  If this is not
forthcoming and payment in full is unlikely, the Company will consider the loan to be collateral dependent and will
estimate its probable loss, using a recent valuation as appropriate to the underlying collateral less estimated costs of
sale, and charge-off the loan down to the estimated net realizable amount.  Depending on the length of time until final
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collection, the Company may periodically revalue the underlying collateral and take additional charge-offs as
warranted. Revaluations may occur as often as every 3-12 months depending on the underlying collateral and
volatility of values.  Final charge-offs or recoveries are taken when collateral is liquidated and actual loss is
known.  Unpaid balances on loans after or during collection and liquidation may also be pursued through legal action
and attachment of wages or judgment liens on the borrower's other assets.

At September 30, 2014 and December 31, 2013, all loans were pledged under a blanket collateral lien to secure actual
and potential borrowings from the Federal Home Loan Bank (“FHLB”) and the Federal Reserve Bank.

12
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Non-accrual and Past Due Loans

The Company’s non-accrual loans by loan class, as of September 30, 2014 and December 31, 2013 were as follows:

($ in thousands)

September
30,

2014

December
31,

2013

Commercial $2,198 $2,609
Commercial Real Estate 1,648 2,607
Agriculture — 1,590
Residential Mortgage 2,039 2,166
Residential Construction 76 93
Consumer 675 505

$6,636 $9,570

Non-accrual loans amounted to $6,636,000 at September 30, 2014 and were comprised of seven residential mortgage
loans totaling $2,039,000, two residential construction loans totaling $76,000, seven commercial real estate loans
totaling $1,648,000, seven commercial loans totaling $2,198,000 and seven consumer loans totaling
$675,000.  Non-accrual loans amounted to $9,570,000 at December 31, 2013 and were comprised of seven residential
mortgage loans totaling $2,166,000, two residential construction loans totaling $93,000, nine commercial real estate
loans totaling $2,607,000, three agricultural loans totaling $1,590,000, nine commercial loans totaling $2,609,000 and
five consumer loans totaling $505,000.  It is generally the Company’s policy to charge-off the portion of any
non-accrual loan that the Company does not expect to collect by writing the loan down to the estimated net realizable
value of the underlying collateral.

13
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An age analysis of past due loans, segregated by loan class, as of September 30, 2014 and December 31, 2013 is as
follows:

($ in thousands)
30-59 Days

Past Due
60-89 Days

Past Due

90 Days or
more Past

Due
Total Past

Due Current Total Loans
September 30, 2014
Commercial $— $142 $192 $334 $116,907 $117,241
Commercial Real Estate 388 — 1,156 1,544 252,416 253,960
Agriculture — — — — 55,293 55,293
Residential Mortgage 1,069 655 119 1,843 47,628 49,471
Residential Construction 39 — 73 112 5,283 5,395
Consumer 76 — 571 647 49,851 50,498
    Total $1,572 $797 $2,111 $4,480 $527,378 $531,858

December 31, 2013
Commercial $200 $96 $269 $565 $110,079 $110,644
Commercial Real Estate 49 341 531 921 234,375 235,296
Agriculture — — — — 51,730 51,730
Residential Mortgage 207 — 99 306 52,503 52,809
Residential Construction 40 8 — 48 10,396 10,444
Consumer 26 — 23 49 54,030 54,079
    Total $522 $445 $922 $1,889 $513,113 $515,002

The Company had two consumer loans totaling $147,000 that were 90 days or more past due and still accruing at
September 30, 2014.  The Company had no loans 90 days or more past due and still accruing at December 31, 2013.

14
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Impaired Loans

A loan is considered impaired when, based on current information and events, it is probable that the Company will be
unable to collect all amounts due according to the contractual terms of the loan agreement, including scheduled
interest payments.  Loans considered for impairment include non-accrual loans, troubled debt restructurings and loans
with a risk rating of 6 (substandard) or worse.  Once identified, impaired loans are measured individually for
impairment using one of three methods:  present value of expected cash flows discounted at the loan’s effective interest
rate; the loan’s observable market price; and the fair value of collateral if the loan is collateral dependent.  In general,
any portion of the recorded investment in a collateral dependent loan in excess of the fair value of the collateral that
can be identified as uncollectible, and is, therefore, deemed a confirmed loss, is promptly charged-off against the
allowance for loan losses.

Impaired loans, segregated by loan class, as of September 30, 2014 and December 31, 2013 were as follows:

($ in thousands)

Unpaid
Contractual

Principal
Balance

Recorded
Investment

with no
Allowance

Recorded
Investment

with
Allowance

Total
Recorded

Investment
Related

Allowance
September 30, 2014
Commercial $ 2,864 $2,193 $545 $2,738 $36
Commercial Real Estate 2,758 1,648 1,092 2,740 56
Agriculture — — — — —
Residential Mortgage 6,215 2,039 3,228 5,267 645
Residential Construction 1,077 76 832 908 111
Consumer 2,088 804 882 1,686 22
    Total $ 15,002 $6,760 $6,579 $13,339 $870

December 31, 2013
Commercial $ 5,794 $5,010 $656 $5,666 $83
Commercial Real Estate 3,746 2,607 1,122 3,729 63
Agriculture 1,878 1,591 — 1,591 —
Residential Mortgage 6,524 2,166 3,409 5,575 701
Residential Construction 1,115 94 849 943 254
Consumer 1,621 563 690 1,253 24
    Total $ 20,678 $12,031 $6,726 $18,757 $1,125

The average recorded investment in impaired loans and the amount of interest income recognized on impaired loans
during the three-month periods ended September 30, 2014 and September 30, 2013 was as follows:

($ in thousands)
Three Months Ended
September 30, 2014

Three Months Ended
September 30, 2013

Average
Recorded

Investment

Interest
Income

Recognized

Average
Recorded

Investment

Interest
Income

Recognized
Commercial $2,993 $ 9 $3,335 $ 10
Commercial Real Estate 2,930 20 3,341 22
Agriculture — — — —
Residential Mortgage 5,293 32 5,796 42
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Residential Construction 914 9 961 10
Consumer 1,500 11 896 14
    Total $13,630 $ 81 $14,329 $ 98
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The average recorded investment in impaired loans and the amount of interest income recognized on impaired loans
during the nine-month periods ended September 30, 2014 and September 30, 2013 was as follows:

($ in thousands)
Nine Months Ended
September 30, 2014

Nine Months Ended
September 30, 2013

Average
Recorded

Investment

Interest
Income

Recognized

Average
Recorded

Investment

Interest
Income

Recognized
Commercial $4,039 $ 19 $3,342 $ 29
Commercial Real Estate 3,320 58 3,180 65
Agriculture 655 — — —
Residential Mortgage 5,389 96 5,267 103
Residential Construction 925 29 1,027 33
Consumer 1,482 40 974 30
    Total $15,810 $ 242 $13,790 $ 260

None of the interest on impaired loans was recognized using a cash basis of accounting for the three-month and
nine-month periods ended September 30, 2014 and September 30, 2013.

Troubled Debt Restructurings

The Company’s loan portfolio includes certain loans that have been modified in a Troubled Debt Restructuring (“TDR”),
which are loans on which concessions in terms have been granted because of the borrowers’ financial difficulties and,
as a result, the Company receives less than the current market based compensation for the loan.  These concessions
may include reductions in the interest rate, payment extensions, forgiveness of principal, forbearance, or other
actions.  Certain TDRs are placed on non-accrual status at the time of restructure and may only be returned to accruing
status after considering the borrower’s sustained repayment performance for a reasonable period, generally six months.

When a loan is modified, it is measured based upon the present value of future cash flows discounted at the
contractual interest rate of the original loan agreement, or the fair value of collateral less selling costs if the loan is
collateral dependent.  If the value of the modified loan is less than the recorded investment in the loan, impairment is
recognized through a specific allowance or a charge-off of the loan.

The Company had $9,677,000 and $9,929,000 in TDR loans as of September 30, 2014 and December 31, 2013,
respectively.  Specific reserves for TDR loans totaled $870,000 and $1,096,000 as of September 30, 2014 and
December 31, 2013, respectively.  TDR loans performing in compliance with modified terms totaled $6,703,000 and
$6,750,000 as of September 30, 2014 and December 31, 20013, respectively.  There were no commitments to advance
more funds on existing TDR loans as of September 30, 2014.
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There were no loans modified as troubled debt restructurings during the three-month period ended September 30,
2014.  Loans modified as troubled debt restructurings during the three-month period ended September 30, 2013 were
as follows:

($ in thousands) Three Months Ended September 30, 2013

Number
of

Contracts

Pre-modification
outstanding

recorded
investment

Post-modification
outstanding

recorded
investment

Commercial 1 $ 149 $ 149
Consumer 3 233 233
    Total 4 $ 382 $ 382

Loans modified as troubled debt restructurings during the nine-month periods ended September 30, 2014 and
September 30, 2013 were as follows:

($ in thousands) Nine Months Ended September 30, 2014

Number
of

Contracts

Pre-modification
outstanding

recorded
investment

Post-modification
outstanding

recorded
investment

Commercial 1 $ 49 $ 49
Consumer 2 498 498
    Total 3 $ 547 $ 547

($ in thousands) Nine Months Ended September 30, 2013

Number
of

Contracts

Pre-modification
outstanding

recorded
investment

Post-modification
outstanding

recorded
investment

Commercial 2 $ 393 $ 393
Residential Mortgage 1 568 377
Consumer 3 233 233
    Total 6 $ 1,194 $ 1,003

The loan modifications generally involved reductions in the interest rate, payment extensions, forgiveness of principal,
and forbearance.  There was one consumer loan with a recorded investment of $49,000 that was modified as a
troubled debt restructuring within the previous 12 months and for which there was a payment default during the
three-month and nine-month periods ended September 30, 2014.  There were no loans modified as a troubled debt
restructuring within the previous 12 months and for which there was a payment default during the three-month and
nine-month periods ended September 30, 2013.
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Credit Quality Indicators

All loans are rated using the credit risk ratings and criteria adopted by the Company.  Risk ratings are adjusted as
future circumstances warrant.  All credits risk rated 1, 2, 3 or 4 equate to a Pass as indicated by Federal and State
regulatory agencies; a 5 equates to a Special Mention; a 6 equates to Substandard; a 7 equates to Doubtful; and 8
equates to a Loss.  For the definitions of each risk rating, see Note 4 to our condensed consolidated financial
statements included in our Annual Report on Form 10-K for the year ended December 31, 2013.

The following table presents the risk ratings by loan class as of September 30, 2014 and December 31, 2013:

($ in thousands) Pass
Special
Mention Substandard Doubtful Loss Total

September 30, 2014
Commercial $108,852 $2,610 $ 5,779 $— $— $117,241
Commercial Real Estate 235,515 9,491 8,954 — — 253,960
Agriculture 55,293 — — — — 55,293
Residential Mortgage 45,143 198 4,130 — — 49,471
Residential Construction 4,809 470 116 — — 5,395
Consumer 46,394 944 3,160 — — 50,498
    Total $496,006 $13,713 $ 22,139 $— $— $531,858

December 31, 2013
Commercial $98,755 $2,762 $ 9,127 $— $— $110,644
Commercial Real Estate 218,884 5,978 10,434 — — 235,296
Agriculture 50,139 — 1,591 — — 51,730
Residential Mortgage 48,519 539 3,751 — — 52,809
Residential Construction 7,823 1,167 1,454 — — 10,444
Consumer 48,903 2,585 2,591 — — 54,079
    Total $473,023 $13,031 $ 28,948 $— $— $515,002
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Allowance for Loan Losses

The following table details activity in the allowance for loan losses by loan class for the three-month and nine-month
periods ended September 30, 2014:

Three-month period ended September 30, 2014

($ in thousands) Commercial

Commercial
Real

Estate Agriculture
Residential
Mortgage

Residential
Construction Consumer Unallocated Total

Balance as of June
30, 2014 $ 3,471 $ 1,691 $ 439 $ 1,126 $ 196 $ 1,013 $ 238 $8,174
Provision for loan
losses 314 (66 ) 108 53 (77 ) (58 ) 126 400

Charge-offs (203 ) — — — — (50 ) — (253 )
Recoveries 12 — — — 42 27 — 81
Net charge-offs (191 ) — — — 42 (23 ) — (172 )
Balance as of
September 30, 2014 $ 3,594 $ 1,625 $ 547 $ 1,179 $ 161 $ 932 $ 364 $8,402

Nine-month period ended September 30, 2014

($ in thousands) Commercial

Commercial
Real

Estate Agriculture
Residential
Mortgage

Residential
Construction Consumer Unallocated Total

Balance as of
December 31, 2013 $ 3,199 $ 2,290 $ 557 $ 1,216 $ 441 $ 1,023 $ 627 $9,353
Provision for loan
losses 2,637 (596 ) (10 ) (37 ) (325 ) 194 (263 ) 1,600

Charge-offs (2,288 ) (69 ) — — — (378 ) — (2,735 )
Recoveries 46 — — — 45 93 — 184
Net charge-offs (2,242 ) (69 ) — — 45 (285 ) — (2,551 )
Balance as of
September 30,
2014 $ 3,594 $ 1,625 $ 547 $ 1,179 $ 161 $ 932 $ 364 $8,402

The following table details the allowance for loan losses allocated to loans individually and collectively evaluated for
impairment by loan class as of September 30, 2014:

($ in thousands) Commercial

Commercial
Real

Estate Agriculture
Residential
Mortgage

Residential
Construction Consumer Unallocated Total

Period-end amount
allocated to:
Loans individually
evaluated for
impairment $ 36 $ 56 $ — $ 645 $ 111 $ 22 $ — $870
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Loans collectively
evaluated for
impairment 3,558 1,569 547 534 50 910 364 7,532
Ending Balance $ 3,594 $ 1,625 $ 547 $ 1,179 $ 161 $ 932 $ 364 $8,402
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The following table details activity in the allowance for loan losses by loan class for the three-month and nine-month
periods ended September 30, 2013:

Three-month period ended September 30, 2013

($ in thousands) Commercial

Commercial
Real

Estate Agriculture
Residential
Mortgage

Residential
Construction Consumer Unallocated Total

Balance as of June,
30, 2013 $ 2,869 $ 2,037 $ 748 $ 1,054 $ 503 $ 1,041 $ 474 $8,726
Provision for loan
losses 191 309 (137 ) (127 ) (70 ) 126 (292 ) —

Charge-offs (1 ) — — — — (115 ) — (116 )
Recoveries 25 — — 145 1 11 — 182
Net charge-offs 24 — — 145 1 (104 ) — 66
Balance as of
September 30,
2013 $ 3,084 $ 2,346 $ 611 $ 1,072 $ 434 $ 1,063 $ 182 $8,792

Nine-month period ended September 30, 2013

($ in thousands) Commercial

Commercial
Real

Estate Agriculture
Residential
Mortgage

Residential
Construction Consumer Unallocated Total

Balance as of
December 31, 2012 $ 2,899 $ 1,723 $ 915 $ 1,148 $ 724 $ 1,110 $ 35 $8,554
Provision for loan
losses 149 575 (306 ) 100 (207 ) 342 147 800

Charge-offs (113 ) (3 ) (1 ) (333 ) (127 ) (491 ) — (1,068 )
Recoveries 149 51 3 157 44 102 — 506
Net charge-offs 36 48 2 (176 ) (83 ) (389 ) — (562 )
Balance as of
September 30,
2013 $ 3,084 $ 2,346 $ 611 $ 1,072 $ 434 $ 1,063 $ 182 $8,792

The following table details the allowance for loan losses allocated to loans individually and collectively evaluated for
impairment by loan class as of September 30, 2013:

($ in thousands) Commercial

Commercial
Real

Estate Agriculture
Residential
Mortgage

Residential
Construction Consumer Unallocated Total

Period-end amount
allocated to:
Loans individually
evaluated for
impairment $ 107 $ 20 $ — $ 622 $ 252 $ 74 $ — $1,075
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Loans collectively
evaluated for
impairment 2,977 2,326 611 450 182 989 182 7,717
Ending Balance $ 3,084 $ 2,346 $ 611 $ 1,072 $ 434 $ 1,063 $ 182 $8,792
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The following table details activity in the allowance for loan losses and the amount allocated to loans individually and
collectively evaluated for impairment as of and for the period ended December 31, 2013:

Year ended December 31, 2013

($ in thousands) Commercial

Commercial
Real

Estate Agriculture
Residential
Mortgage

Residential
Construction Consumer Unallocated Total

Balance as of
December 31, 2012 $ 2,899 $ 1,723 $ 915 $ 1,148 $ 724 $ 1,110 $ 35 $8,554
Provision for
(reversal of) loan
losses 91 533 (360 ) 244 (201 ) 301 592 1,200

Charge-offs (168 ) (17 ) (1 ) (333 ) (127 ) (572 ) — (1,218 )
Recoveries 377 51 3 157 45 184 — 817
Net charge-offs 209 34 2 (176 ) (82 ) (388 ) — (401 )
Ending Balance 3,199 2,290 557 1,216 441 1,023 627 9,353
Period-end amount
allocated to:
Loans individually
evaluated for
impairment 83 63 — 701 254 24 — 1,125
Loans collectively
evaluated for
impairment 3,116 2,227 557 515 187 999 627 8,228
Balance as of
December 31, 2013 $ 3,199 $ 2,290 $ 557 $ 1,216 $ 441 $ 1,023 $ 627 $9,353

The Company’s investment in loans as of September 30, 2014, September 30, 2013, and December 31, 2013 related to
each balance in the allowance for loan losses by loan class and disaggregated on the basis of the Company’s
impairment methodology was as follows:

($ in thousands) Commercial
Commercial
Real Estate Agriculture

Residential
Mortgage

Residential
Construction Consumer Total

September 30, 2014
Loans
individually
evaluated for
impairment $ 2,738 $2,740 $— $5,267 $ 908 $1,686 $13,339
Loans
collectively
evaluated for
impairment 114,503 251,220 55,293 44,204 4,487 48,812 518,519
Ending Balance $ 117,241 $253,960 $55,293 $49,471 $ 5,395 $50,498 $531,858

September 30, 2013
Loans
individually
evaluated for

$ 3,410 $3,078 $— $5,647 $ 955 $903 $13,993
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impairment
Loans
collectively
evaluated for
impairment 103,341 227,206 49,657 47,197 8,599 54,967 490,967
Ending Balance $ 106,751 $230,284 $49,657 $52,844 $ 9,554 $55,870 $504,960

December 31, 2013
Loans
individually
evaluated for
impairment $ 5,666 $3,729 $1,591 $5,575 $ 943 $1,253 $18,757
Loans
collectively
evaluated for
impairment 104,978 231,567 50,139 47,234 9,501 52,826 496,245
Ending Balance $ 110,644 $235,296 $51,730 $52,809 $ 10,444 $54,079 $515,002
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3.           MORTGAGE OPERATIONS

Transfers and servicing of financial assets and extinguishments of liabilities are accounted for and reported based on
consistent application of a financial-components approach that focuses on control.  Transfers of financial assets that
are sales are distinguished from transfers that are secured borrowings.  Retained interests (mortgage servicing rights)
in loans sold are measured by allocating the previous carrying amount of the transferred assets between the loans sold
and retained interests, if any, based on their relative fair value at the date of transfer.  Fair values are estimated using
discounted cash flows based on a current market interest rate.

The Company recognizes a gain and a related asset for the fair value of the rights to service loans for others when
loans are sold.  The Company sold substantially its entire portfolio of conforming long-term residential mortgage
loans originated during the nine months ended September 30, 2014 for cash proceeds equal to the fair value of the
loans.

The recorded value of mortgage servicing rights is included in other assets on the condensed consolidated balance
sheets, and is amortized in proportion to, and over the period of, estimated net servicing revenues.  The Company
assesses capitalized mortgage servicing rights for impairment based upon the fair value of those rights at each
reporting date. For purposes of measuring impairment, the rights are stratified based upon the product type, term and
interest rates.  Fair value is determined by discounting estimated net future cash flows from mortgage servicing
activities using discount rates that approximate current market rates and estimated prepayment rates, among other
assumptions.  The amount of impairment recognized, if any, is the amount by which the capitalized mortgage
servicing rights for a stratum exceeds their fair value.  Impairment, if any, is recognized through a valuation allowance
for each individual stratum.  Changes in the carrying amount of mortgage servicing rights are reported in earnings
under other operating income on the condensed consolidated statements of income.

Key assumptions used in measuring the fair value of mortgage servicing rights as of September 30, 2014 and
December 31, 2013 were as follows:

September
30, 2014

December
31, 2013

Constant prepayment rate 11.36 % 9.09 %
Discount rate 10.05 % 10.05 %
Weighted average life (years) 6.49 7.05

At September 30, 2014 and December 31, 2013, the Company’s mortgage loans held-for-sale was $1,258,000 and
$1,263,000, respectively.  At September 30, 2014, and December 31, 2013, the Company serviced real estate
mortgage loans for others totaling $239,351,000 and $243,299,000, respectively.

The following table summarizes the Company’s mortgage servicing rights assets as of September 30, 2014 and
December 31, 2013.  Mortgage servicing rights are included in Interest Receivable and Other Assets on the condensed
consolidated balance sheets:

(in thousands)
December
31, 2013 Additions Reductions

September
30, 2014

Mortgage servicing rights $1,968 $170 $(260 ) $1,878
Valuation allowance — — — —
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Mortgage servicing rights, net of valuation allowance $1,968 $170 $(260 ) $1,878

At September 30, 2014 and December 31, 2013, the estimated fair market value of the Company’s mortgage servicing
rights asset was $2,126,000 and $2,326,000, respectively.

The Company received contractually specified servicing fees of $152,000 and $155,000 for the three month periods
ended September 30, 2014 and September 30, 2013, respectively.  The Company received contractually specified
servicing fees of $456,000 and $462,000 for the nine month periods ended September 30, 2014 and September 30,
2013, respectively.  Contractually specified servicing fees are included in other operating Income on the condensed
consolidated statements of income.
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4.           OUTSTANDING SHARES AND EARNINGS PER SHARE

On January 23, 2014, the Board of Directors of the Company declared a 3% stock dividend payable as of March 31,
2014.  All income per share amounts have been adjusted to give retroactive effect to stock dividends.

Earnings Per Share (EPS)

Basic EPS includes no dilution and is computed by dividing net income available to common shareholders by the
weighted average number of common shares outstanding for the respective period.  Quarter-to-date diluted EPS is
computed by dividing net income available to common shareholders by the weighted average number of shares
outstanding plus dilutive shares for the quarter.  Year-to-date diluted EPS is computed by dividing net income
available to common shareholders by the weighted average number of shares outstanding plus average dilutive shares
year-to-date.  Diluted shares include all common stock equivalents (“in-the-money” stock options, unvested restricted
stock, stock units, warrants and rights, convertible bonds and preferred stock), which reflects the potential dilution of
securities that could share in the earnings of the Company.

The following table presents a reconciliation of basic and diluted EPS for the three-month and nine-month period
ended September 30, 2014 and 2013.

Three months ended Nine Months ended
September 30, September 30,

2014 2013 2014 2013
Basic earnings per share:
Net income $1,570 $1,373 $4,273 $4,178
Preferred stock dividend $(33 ) $(162 ) $(97 ) $(534 )
Net income available to common stockholders $1,537 $1,211 $4,176 $3,644

Weighted average common shares outstanding 9,729,443 9,701,098 9,724,986 9,696,042
Basic EPS $0.16 $0.12 $0.43 $0.38

Diluted earnings per share:
Net income $1,570 $1,373 $4,273 $4,178
Preferred stock dividend $(33 ) $(162 ) $(97 ) $(534 )
Net income available to common stockholders $1,537 $1,211 $4,176 $3,644

Weighted average common shares outstanding 9,729,443 9,701,098 9,724,986 9,696,042

Effect of dilutive shares 52,440 38,862 49,534 34,897

Adjusted weighted average common shares outstanding 9,781,883 9,739,960 9,774,520 9,730,939
Diluted EPS $0.16 $0.12 $0.43 $0.37
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Stock options which were not included in the computation of diluted earnings per share because they would have had
an anti-dilutive effect amounted to 220,467 shares and 310,847 shares for the three-month periods ended September
30, 2014 and 2013, respectively.  Stock options which were not included in the computation of diluted earnings per
share because they would have had an anti-dilutive effect amounted to 236,137 shares and 322,949 shares for the
nine-month periods ended September 30, 2014 and 2013, respectively.  There were no non-vested shares of restricted
stock not included in the computation of diluted earnings per share because they would have an anti-dilutive effect for
the three-month periods ended September 30, 2014 and 2013.  Non-vested shares of restricted stock that were not
included in the computation of diluted earnings per share because they would have had an anti-dilutive effect
amounted to 8,205 shares and 2,852 shares for the nine-month periods ended September 30, 2014 and 2013,
respectively.
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5.    STOCK PLANS

On January 23, 2014, the Board of Directors of the Company declared a 3% stock dividend payable as of March 31,
2014.  All stock options and restricted stock outstanding have been adjusted to give retroactive effect to stock
dividends.

The following table presents the activity related to stock options for the three months ended September 30, 2014:

Number of
Shares

Weighted
Average
Exercise

Price

Aggregate
Intrinsic
Value

Weighted
Average

Remaining
Contractual

Term (in
years)

Options outstanding at Beginning of  Period 301,457 $ 12.01

   Granted —
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