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1917
Edgar D. Whitcomb, 43rd governor 
of the state of Indiana, is born in 
Jennings County 

1942
First U.S. troops arrive at  
Freeman Field Army Air Force Base 
in Seymour 

May 1900
JCB opens with a state charter and 
$25,000 in initial capital

1930
New York City’s Empire State 
Building opens. More than 18,630 
tons of Lawrence County limestone 
was used during the construction

1968
Presidential candidate Robert 
F. Kennedy campaigns at 
Brownstown’s Courthouse Square 

1933
After Franklin D. Roosevelt institutes 
a four-day bank holiday during the 
Great Depression, JCB opens doors 
with more than a half million dollars 
and not one depositor removes all 
his funds

1959
Virgil I. Grissom, Lawrence County 
high school graduate, serves as  
one of the seven NASA Project 
Mercury astronauts

1970
JCB moves to a new three-story 
colonial structure at 125 South 
Chestnut Street, which still serves  
as the bank’s main office today

1970s
Interstate 65 is built, linking 
Seymour to Columbus, Louisville, 
Indianapolis and Chicago 

1980
JCB’s assets total $56,000,000 

1986
JCB’s assets total $102,889,000

1999
The Columbus Second Street Bridge, 
designed by J. Muller International, 
is completed. It is fully suspended by 
40 cables and is the first of its kind 
in North America  

2008
JCB’s assets total $405,322,000 



Working Below the Surface
Like the mighty trees that fill our Hoosier 
forests, JCB’s strength comes from its 
deep roots, firmly grounded in the past 
and branching out toward the future. 

JCB has invested in the communities it  
serves since 1900 and has been proud to  
be part of their growth and successes 
over the past 110 years. 

This legacy is built, in part, on the backs 
and accomplishments of our many 
committed staff members. Like our bank, 
they are vested in continuing JCB’s long 
history of community development  
and advocacy. 

“JCB staff members continue the tradition 
of giving back to our communities by 
donating and volunteering their own  
time and resources,” explained David  
Geis, President and CEO of JCB. “Our 
employees share our interest in nurturing 
the potential of our communities;  
they show that dedication time and  
time again through their many 
philanthropic initiatives.”

Another key component of this solid 
foundation is JCB’s dedication to remain 
local, and our commitment to invest in 
sound opportunities for the people we 
serve. We understand how business works 
and take a deliberate approach to banking. 
As a result, our bank has remained unfelled 
in a time when many others have fallen or 
have substantially weakened. 

Weathering the Storm
The economic blight of the past 
couple years has taken its toll on 
our communities and customers. 
The financial services industries, too, 
have been variably impacted by the 
upheaval of failing banks, skyrocketing 
unemployment and numerous finanical 
sector crises. 

However, in the face of strife, JCB, due 
to its financial strength, did not waiver 
from its values, continued to loan 
money and worked with its impacted 
customers. JCB did not need, or apply 
for, federal stimulus money. We 
weathered the storm. 

As a result of JCB’s capital strength and 
liquidity, we continued to loan money 
to qualified businesses and individuals 
to help our local economy continue to 
grow and prosper during an otherwise 
bleak time in our history.

Branching Out
“JCB has always been upfront and 
adaptable; always looking forward, not 
just looking at short-term gains,” shared 
Susan Haskett, Senior Vice President, 
Consumer and Retail Services. 

Today, this growth philosophy — paired 
with JCB’s strong foundation and deep 
bench of experience — positions us as 
the strategic financial partner of choice 
for our clients and our communities. Our 
future relies on the lessons learned from 
2009 and previous economic downturns. 
We’re confident that our long-term 
history of financial strength, dedication 
to our stockholders’ investment, our 
values, and stewardship will continue to 
see us through. 

In 2010 and beyond, JCB will further 
strengthen our foundation and 
ensure our continued presence in the 
communities we serve for years to come.

Over a Century of Strength
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The Annual Meeting of Bancorp. of Southern Indiana shareholders will  
be held on Monday, April 19, 2010, at 5:00 p.m. in the E.P. Elsner, Jr.  
Conference and Training Center, located at the bank’s main office  
complex at 125 South Chestnut Street, Seymour, Indiana.
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Message to Shareholders

JCB survived the Great Depression, when most banks in that era did 
not. It survived the worst recession in history these past 24 months 
when many did not. We have reflected on the reasons we have not only 
survived, but flourished over the long term in the face of such adversity 
and challenges. 

The theme of the 2009 Annual Report, “Over a Century of Strength,” 
offers our perspective on the principles, ideals, values and attributes 
that have combined to place us in the enviable position of continuing  
to serve our customers and communities and making profits and  
paying dividends to our stockholders. I hope you will take a few minutes 
to read the features that weave the story. We think you will agree  
that there is something special that JCB’s boards and leadership,  
past and present, understood and have learned over the years that 
continue to keep us vital during challenging times and in serious 
economic environments.

During these recent months of the worst recession since the Great 
Depression, banks and other financial service providers found 
themselves in one of several possible categories -

Failed and no longer in existence due to poor decisions, over 
reaching lending and investments for short-term earnings and for 
ignoring time-tested fundamentals of extending credit; possibly 
contributed to by a geographic footprint in which businesses and 
consumers were so severely impacted by the effects of the recession 
that they simply could not sustain acceptable levels of capital, 
liquidity or earnings;

Severely and adversely impacted, to the point of incurring 
significant operating losses through loan and/or investment  
write-offs, resulting in the elimination of dividends to stockholders, 
at or near the risk of being undercapitalized, requiring the injection 
of taxpayer/government assistance and incurring close scrutiny  
of regulators imposing an array of possible unpleasant and 
restrictive conditions;

Maintaining and holding their own, able to generate some level 
of profits, pay some level of dividends, selectively investing in the 
development of staff, technology and facilities and improving 
service and services for the future good of customers; cautiously 
looking for opportunities coming out of the difficulties of the 
competitive environment. Generally speaking, these banks did not 
require government assistance, are adequately or well-capitalized, 
have appropriate levels of liquidity to meet financial obligations and 
continue to make loans to customers, while remaining engaged in 
community activities and financial support;

Thriving in the face of economic adversity, by delivering 
increased earnings, dividends and growth in stockholder value. 
These banks are generally well-capitalized, appropriately liquid, 
serving their customers and communities, investing in their human 

resources, technology, service delivery capabilities and likely 
looking to capitalize and benefit on the failed opportunities that are 
coming to pass from the effects of the recession on their strategic 
competitors. As one may expect, the number of banks in the latter 
category are quite limited in this environment. 

So where does BSI fall in the above-mentioned categories? All indicators 
point to BSI being in a “maintaining and holding their own” mode at 
present. Add to that, our financial strength, broad base of customer 
relationships and optimism for future opportunities coming out of this 
recession leads us to believe we are well positioned to grow and prosper, 
along with our customers and communities we serve. We are pleased 
with our position in this environment and we are envied by many.

BSI posted 2009 consolidated earnings of $2,379,000, which was a 
$739,000, or 23.7% decline from the prior year. As a result of the 
lower earnings, the respective return on average assets and return on 
average equity measures were also lower when compared to the 2008 
results. However, to put BSI’s results in the proper perspective with 
the challenges facing the banking industry as a whole, BSI’s return on 
average equity was 6.68% compared to an average return on average 
equity of 6.13% for all Indiana commercial banks with assets ranging 
from $250 million to $1 billion.

Although the financial performance of 2009 did not meet our 
expectations, we are satisfied with and encouraged by our results 
relative to many other financial institutions in this severe recessionary 
environment. I invite you to review the comparative measures of BSI’s 
consolidated financial performance beginning on page 4 through  
page 30.

It is capital and liquidity strength that sets survivors apart from the 
other institutions in such devastating economic times. To that end, I 
would point out that JCB’s capital and liquidity are stronger and higher, 
respectively, than at this time in 2008. 

Your board and management, while encouraged that we are nearing 
the formal end of this recession, see the continuing adverse effects 
upon a number of our customers and recognize that their recovery may 
languish awhile longer. We continue to be committed to working with 
them to the extent reasonable and possible. The directors and officers 
remain committed to supporting and being involved with community 
organizations. Above all, we are unwavering in determination to 
safeguard our stockholders’ investment and deliver dividends and 
growth in value as the economy recovers.

Sincerely,

David M. Geis 
President 
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Consolidated Financial Highlights

2009 2008 
Percentage

Change

Operating Results:

Net interest income $  12,252 $  13,126 -6.66%

Noninterest income 5,177 3,700 39.92%

Noninterest expense 13,399 11,916 12.45%

Net income 2,379 3,118 -23.70%

Cash dividends paid 760 1,051 -27.69%

Return on average equity 6.68% 9.00% -25.78%

Return on average assets 0.60% 0.84% -28.57%

Per Share Data:

Net income $  4.84 $  6.20 -21.94%

Dividends 1.55 2.10 -26.19%

Book value 73.24 70.52 3.86%

Number of average shares outstanding 491,704 503,047 -2.25%

Number of shares outstanding 488,340 496,451 -1.63%

Number of stockholders 408 420 -2.86%

Year-End Totals:

Assets $  400,242 $  405,322 -1.25%

Deposits 319,796 302,175 5.83%

Loans held-for-sale — 2,118 -100.00%

Loans, net 288,163 301,525 -4.43%

Stockholders’ equity 35,767 35,009 2.17%

Averages:

Assets $  396,330 $  372,770 6.32%

Deposits 306,629 280,966 9.13%

Loans held-for-sale 2,539 308 724.35%

Loans, net 293,873 295,286 -0.48%

Stockholders’ equity 35,611 34,661 2.74%

(Dollar amounts in thousands except per share data)
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Five Year Summary

(Dollar amounts in thousands except per share data)

2009 2008 2007 2006 2005 

Assets:

Cash and cash equivalents $ 20,108 $ 27,192 $ 16,037 $ 20,937 $ 17,758 

Investments 68,825 56,294 42,181 46,634 55,730 

Loans held-for-sale 0 2,118 1,094 956 797 

Loans, net 288,163 301,525 277,097 287,217 263,262 

Bank premises and equipment, net 5,140 5,277 5,413 5,671 5,959 

Other assets 18,006 12,916 9,567 4,479 4,611 

Total assets $ 400,242 $ 405,322 $ 351,389 $ 365,894 $ 348,117

Liabilities:

Noninterest-bearing deposits $ 51,973 $ 40,069 $ 42,876 $ 45,649 $ 42,151

Interest-bearing deposits 267,823 262,106 232,126 256,015 231,550

Total deposits 319,796 302,175 275,002 301,664 273,701

Short-term borrowings 4,797 14,134 3,244 6,880 19,174

Long-term debt 35,175 48,686 35,304 21,200 20,872

Other liabilities 4,707 5,318 3,949 3,570 2,664

Total liabilities 364,475 370,313 317,499 333,314 316,411

Stockholders’ equity 35,767 35,009 33,890 32,580 31,706

Total liabilities and  
stockholders’ equity $ 400,242 $ 405,322 $ 351,389 $ 365,894 $ 348,117

Summary of Operations:

Interest income $ 19,376 $ 21,495 $ 22,600 $ 20,769 $ 17,235

Interest expense 7,124 8,369 10,514 9,059 5,691

Net interest income 12,252 13,126 12,086 11,710 11,544

Provision for loans losses 1,350 900 600 255 30

Net interest income after 
provision for loan losses 10,902 12,226 11,486 11,455 11,514

Noninterest income 5,177 3,700 3,938 3,342 2,823

Noninterest expense 13,399 11,916 11,239 10,837 10,370

Income before income taxes 2,680 4,010 4,185 3,960 3,967

Provision for income taxes 301 892 979 1,030 995

Net income $ 2,379 $ 3,118 $ 3,206 $ 2,930 $ 2,972

Earnings per share $ 4.84 $ 6.20 $ 6.25 $ 5.58 $ 5.51 

Cash dividends per share $ 1.55 $ 2.10 $ 2.05 $ 1.90 $ 1.75 

Average shares outstanding 491,704 503,047 513,086 539,694 539,694 
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Consolidated Financial Statements

CONSOLIDATED BALANCE SHEETS
December 31, 2009 and 2008
(Dollar amounts in thousands except per share data)

2009 2008

Assets

Cash and due from financial institutions $ 14,545 $ 10,438

Fed funds sold and other interest bearing deposits 5,563 16,754

Cash and cash equivalents 20,108 27,192

Trading securities 574 332

Securities available-for-sale 65,812 53,523

Federal Home Loan Bank stock, at cost 2,439 2,439

Loans held-for-sale — 2,118

Loans, net of allowance of $3,050 and $2,584 288,163 301,525

Premises and equipment, net 5,140 5,277

Company owned life insurance 7,547 7,425

Other real estate, net 3,217 479

Prepaid FDIC Insurance 1,741 —

Accrued interest receivable and other assets 5,501 5,012

$ 400,242 $ 405,322

Liabilities and Stockholders’ Equity

Deposits

Noninterest-bearing deposits $ 51,973 $ 40,069

Interest-bearing deposits 267,823 262,106

Total deposits 319,796 302,175

Short-term borrowings 4,797 14,134

Federal Home Loan Bank advances 35,175 48,686

Accrued interest payable and other liabilities 4,707 5,318

Total liabilities 364,475 370,313

Stockholders’ equity

Preferred stock, no par value, 200,000 shares authorized, none issued — —

Common stock, no par value, $.50 stated value, 680,000 shares authorized, 
      2009 — 488,340 issued and outstanding; 2008 — 496,451 issued and outstanding 244 248

Additional paid-in capital 3,160 3,212

Retained earnings 32,586 31,489

Accumulated other comprehensive income/(loss) (223) 60

Total stockholders’ equity 35,767 35,009

$ 400,242 $ 405,322

See accompanying notes.
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Consolidated Financial Statements

CONSOLIDATED STATEMENTS OF INCOME
Years ended December 31, 2009 and 2008
(Dollar amounts in thousands except per share data)

2009 2008

Interest and dividend income

Loans, including fees $ 17,567 $ 19,524

Securities

Taxable 719 777

Non-taxable 1,081 1,041

Federal funds sold and other 9 153

19,376 21,495

Interest expense

Deposits 5,327 6,205

Short-term borrowings 62 125

Federal Home Loan Bank advances 1,735 2,039

7,124 8,369

Net interest income 12,252 13,126

Provision for loan losses 1,350 900

Net interest income after provision for loan losses 10,902 12,226

Other income

Fiduciary income 709 788

Service charges 1,489 1,337

Earnings on company owned life insurance 285 221

Loan servicing income, net (46) 122

Net gain/(loss) on sale of securities — 37

Mortgage banking income 1,292 172

Other 1,448 1,023

5,177 3,700

Other expenses

Salaries and employee benefits 6,391 6,503

Occupancy and equipment 1,411 1,476

Data processing 655 648

FDIC insurance assessment 690 80

Other 4,252 3,209

13,399 11,916

Income before income taxes 2,680 4,010

Provision for income taxes 301 892

Net income $ 2,379 $ 3,118

Earnings per share $ 4.84 $ 6.20

Average shares outstanding 491,704 503,047

See accompanying notes.
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Consolidated Financial Statements

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
Years ended December 31, 2009 and 2008
(Dollar amounts in thousands except per share data)

Common Stock
Additional  

Paid-in Capital
Retained 
Earnings

Accumulated 
Other 

Comprehensive 
Income/(Loss)

Total  
Stockholders’ 

Equity

Balance at January 1, 2008 $ 254 $ 3,290 $ 30,229 $ 117 $ 33,890

Comprehensive income:

Net income 3,118 3,118

Change in unrealized gain (loss) on 
securities available-for-sale, net 407 407

Change in unrealized gain (loss) on 
retirement plans, net (Note 9) (464) (464)

Total comprehensive income 3,061

Stock redemption (12,073 shares) (6) (78) (807) (891)

Cash dividends ($2.10 per share) (1,051) (1,051)

Balance at December 31, 2008 $ 248 $ 3,212 $ 31,489 $ 60 $ 35,009

Comprehensive income:

Net income 2,379 2,379

Change in unrealized gain (loss) on 
securities available-for-sale, net (286) (286)

Change in unrealized gain (loss) on 
retirement plans, net (Note 9) 3 3

Total comprehensive income 2,096

Stock redemption (8,111 shares) (4) (52) (522) (578)

Cash dividends ($1.55 per share) (760) (760)

Balance at December 31, 2009 $ 244 $ 3,160 $ 32,586 $ (223) $ 35,767

See accompanying notes.
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Consolidated Financial Statements

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2009 and 2008
(Dollar amounts in thousands)

2009 2008
Cash flows from operating activities

Net income $ 2,379 $ 3,118
Adjustments to reconcile net income to net cash from operating activities

Depreciation and amortization 554 560
Net amortization of securities 147 53
Servicing rights amortization 427 227
Provision for loan losses 1,350 900
Net change in trading securities (242) 83
Net realized (gain) / loss on sales of securities — (37)
Gain on loans sold (616) (77)
Loans originated for resale (71,086) (11,120)
Proceeds from sale of loans 73,820 10,173
(Gain) / loss on sale of foreclosed property 26 (35)
Gain on sale of equipment (9) —
Earnings on company owned life insurance (285) (221)
Net change in:

Accrued interest receivable and other assets (2,177) (2,051)
Accrued interest payable and other liabilities (611) 1,369

Net cash from operating activities 3,677 2,942
Cash flows from investing activities

Securities available-for-sale:
Purchases (50,345) (26,140)
Proceeds from sales — 2,485
Proceeds from maturities 37,440 10,758

Purchase of Federal Home Loan Bank stock — (674)
Loans made to customers, net of repayment 8,306 (26,056)
Purchases of premises and equipment (332) (346)
Proceeds from sale of equipment 11 —
Purchase of company owned life insurance — (2,000)
Proceeds from company owned life insurance 163 —
Proceeds from sale of foreclosed property 561 683

Net cash from investing activities (4,196) (41,290)
Cash flows from financing activities

Net change in deposit accounts 17,621 27,173
Net change in short-term borrowings (9,337) 10,890
Proceeds from Federal Home Loan Bank advances — 14,500
Repayment of Federal Home Loan Bank advances (13,511) (1,118)
Dividends paid (760) (1,051)
Stock redemption (578) (891)

Net cash from financing activities (6,565) 49,503
Net change in cash and cash equivalents (7,084) 11,155
Beginning cash and cash equivalents 27,192 16,037
Ending cash and cash equivalents $ 20,108 $ 27,192
Supplemental disclosures of cash flow information

Interest paid $ 7,666 $ 8,742
Income taxes paid 630 995

Supplemental non-cash disclosures
Loans transferred to other real estate $ 3,706 $ 728

See accompanying notes.
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(Dollar amounts in thousands)

Notes to Consolidated Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT  
ACCOUNTING POLICIES
Nature of Operations and Principles of Consolidation: The consolidated 
financial statements include the accounts of Bancorp. of Southern Indiana 
(“Company”) and its wholly owned subsidiary, Jackson County Bank (“the 
Bank”), and the Bank’s wholly owned subsidiaries, JCB Holdings, Inc. (“Hold-
ings”) and JCB Properties Management, Inc. (“Properties”). All significant 
intercompany transactions and balances have been eliminated in consoli-
dation. The Bank is a full-service commercial bank operating primarily in 
Jackson County and five adjacent counties located in South Central Indiana.

Subsequent Events: The Company has evaluated subsequent events for 
recognition and disclosure through February 15, 2010, which is the date the 
financial statements were available to be issued.

Use of Estimates: To prepare financial statements in conformity with 
accounting principles generally accepted in the United States of America, 
management must make estimates and assumptions based on available 
information. These estimates and assumptions affect amounts reported in 
the financial statements and the disclosure provided, and actual results could 
differ. The allowance for loan losses, loan servicing rights and fair values of 
financial instruments are particularly subject to change.

Cash Flows: Cash and cash equivalents include cash, deposits with other 
financial institutions and federal funds sold. Net cash flows are reported 
for customer loan and deposit transactions, federal funds purchased and 
repurchase agreements.

Trading Securities: Trading securities are related to deferred compensa-
tion plans and are carried at fair value with changes in fair value included 
in other income. Interest and dividends are included in securities inter-
est income. Quoted market prices are used to determine the fair value of 
trading securities.

Securities: Securities are classified as available-for-sale when they might 
be sold before maturity. Securities available-for-sale are carried at fair value, 
with unrealized holding gains and losses reported in other comprehensive 
income, net of tax.

Interest income includes amortization of purchase premium or discount. 
Gains and losses on sales are determined using the amortized cost of the 
security sold. Management evaluates securities for other-than-temporary 
impairment (OTTI) at least on a quarterly basis, and more frequently when 
economic or market conditions warrant such an evaluation. In estimating 
other than temporary losses, management considers: the length of time 
and extent that fair value has been less than cost, the financial condition 
and near term prospects of the issuer, and whether the Company intends 
to sell or more likely than not will be required to sell the security prior to 
any anticipated recovery in fair value. 

Federal Home Loan Bank (FHLB) Stock: The Bank is a member of the 
FHLB of Indianapolis. Members are required to own a certain amount of 

stock based on the level of borrowings and other factors, and may invest in 
additional amounts. FHLB stock is carried at cost, classified as a restricted 
security, and periodically evaluated for impairment based on ultimate recov-
ery of par value. Both cash and stock dividends are reported as income.

Loans Held-For-Sale: Mortgage loans originated and intended for sale in 
the secondary market are carried at the lower of aggregate cost or market, 
as determined by outstanding commitments from investors. Net unrealized 
losses, if any, are recorded as a valuation allowance and charged to earnings.

Mortgage loans held-for-sale are generally sold with servicing rights 
retained. The carrying value of mortgage loans sold is reduced by the cost 
allocated to the servicing right. Gains and losses on sales of mortgage loans 
are based on the difference between the selling price and the carrying value 
of the related loan sold.

Loans: Loans that management has the intent and ability to hold for the 
foreseeable future or until maturity or pay-off are reported at the principal 
balance outstanding, net of an allowance for loan losses and deferred loan 
fees and costs. Interest income on loans is accrued over the term of the loans 
based on the principal outstanding. Loan origination fees, net of certain 
direct origination costs, are deferred and recognized in interest income using 
the level-yield method without anticipating prepayments. Interest income is 
discontinued when full loan repayment is in doubt, typically when the loan 
is impaired or payments are past due over 90 days. Loans are placed on non-
accrual or charged-off at an earlier date if collection of principal and interest 
is considered doubtful.

All interest accrued but not received for loans placed on nonaccrual 
is reversed against interest income. Interest received on such loans is 
accounted for on the cash-basis or cost-recovery method, until qualify-
ing for return to accrual. Loans are returned to accrual status when all the 
principal and interest amounts contractually due are brought current and 
future payments are reasonably assured.

Allowance for Loan Losses: The allowance for loan losses is a valua-
tion allowance for probable incurred credit losses. Loan losses are charged 
against the allowance when management believes the uncollectibility of 
the loan balance is confirmed. Subsequent recoveries, if any, are credited 
to the allowance. Management estimates the allowance balance required 
based on past loan loss experience, nature and volume of the portfolio, 
information about specific borrower situations and estimated collateral 
values, economic conditions, and other factors.

The allowance consists of specific and general components. The specific 
component relates to loans that are individually classified as impaired or 
loans otherwise classified as substandard or doubtful. The general compo-
nent covers non-classified loans and is based on historical loss experience 
adjusted for current factors. Allocations of the allowance may be made 
for specific loans but the entire allowance is available for any loan that, in 
management’s judgment, should be charged-off.

A loan is impaired when full payment under the loan terms is not expected. 
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(Dollar amounts in thousands)

Notes to Consolidated Financial Statements

Commercial and commercial real estate loans are individually evaluated for 
impairment. Loans for which the terms have been modified, and for which 
the borrower is experiencing financial difficulties, are considered troubled 
debt restructurings and classified as impaired. If a loan is impaired, a portion 
of the allowance is allocated so that the loan is reported, net, at the present 
value of estimated future cash flows using the loan’s existing rate or at the 
fair value of collateral if repayment is expected solely from the collateral. 
Large groups of smaller balance homogeneous loans, such as consumer and 
residential real estate loans, are collectively evaluated for impairment, and 
accordingly, they are not separately identified for impairment disclosures. 
Troubled debt restructurings are measured at the present value of estimated 
future cash flows using the loan’s effective rate at inception. 

Premises and Equipment: Land is carried at cost. Premises and equipment 
are stated at cost less accumulated depreciation. Premises and equipment are 
depreciated primarily on the straight-line method over the estimated useful 
lives of the assets. These assets are reviewed for impairment when events 
indicate the carrying amount may not be recoverable.

Servicing Assets: Servicing rights are recognized separately when they are 
acquired through sales of loans. When mortgage loans are sold, servicing 
rights are initially recorded at fair value with the income statement effect 
recorded in gains on sales of loans. Fair value is based on market prices for 
comparable mortgage servicing contracts, when available, or alternatively, is 
based on an independent valuation. The independent valuations incorpo-
rate assumptions that market participants would use in estimating future 
net servicing income, such as the cost to service, the discount rate, the 
custodial earnings rate, ancillary income, prepayment speeds and default 
rates and losses. All classes of servicing assets are subsequently measured 
using the amortization method which requires servicing rights to be  
amortized into noninterest income in proportion to, and over the period of, 
the estimated future net servicing income of the underlying loans.

Servicing assets are evaluated for impairment based upon the fair value 
of the rights as compared to carrying amount. Impairment is determined 
by stratifying rights into groupings based on predominant risk charac-
teristics, such as interest rate, loan type and investor type. Impairment is 
recognized through a valuation allowance for an individual grouping, to 
the extent that fair value is less than the carrying amount. If the Company 
later determines that all or a portion of the impairment no longer exists 
for a particular grouping, a reduction of the allowance may be recorded 
as an increase to income. The fair values of servicing rights are subject 
to significant fluctuations as a result of changes in estimated and actual 
prepayment speeds and default rates and losses. 

Servicing fee income, which is reported on the income statement as Loan 
servicing income, net, is recorded for fees earned for servicing loans. The 
fees are based on a contractual percentage of the outstanding principal; 
or a fixed amount per loan and are recorded as income when earned. The 
amortization of mortgage servicing rights is netted against loan servic-
ing fee income. Servicing fees totaled $381 and $349 for the years ended 

December 31, 2009 and 2008. Late fees and ancillary fees related to loan 
servicing are not material. 

Foreclosed Assets: Assets acquired through or instead of loan foreclo-
sure are included in other assets and recorded at fair value less costs to 
sell when acquired, establishing a new cost basis. If fair value declines, a 
valuation allowance is recorded through expense. Costs after acquisition 
are expensed. 

Company Owned Life Insurance: The Company has purchased life insur-
ance policies on certain key executives. Company owned life insurance is 
recorded at the amount that can be realized under the insurance contract 
at the balance sheet date, which is the cash surrender value adjusted for 
other charges or other amounts due that are probable at settlement. 

Prepaid FDIC Insurance: On September 29, 2009 the Federal Deposit 
Insurance Corporation (“FDIC”) adopted an Amended Restoration Plan to 
allow the Deposit Insurance Fund to return to a reserve ratio of 1.15% 
within eight years, as mandated by statute. As part of the Amended 
Restoration Plan, the FDIC amended its assessment regulations to require 
all institutions to prepay on December 30, 2009 their estimated risk-based 
insurance assessments for the fourth quarter of 2009, and for all of 2010, 
2011, and 2012. At that same time, institutions were also required to 
pay their regular quarterly assessments for the third quarter of 2009. An 
institution’s quarterly risk-based deposit insurance assessments thereafter 
would be paid from the amount the institution prepaid until that amount 
was exhausted or until December 31, 2014, when any amount remaining 
would be returned to the institution. However, if the FDIC determined the 
insurance prepayment would adversely affect an institution’s safety and 
soundness, the FDIC could exercise its supervisory discretion to exempt an 
institution from the prepayment requirement. Further, an institution could 
apply to the FDIC for an exemption from the prepayment requirement if 
the institution could demonstrate that the prepayment would significantly 
impair the institution’s liquidity, or otherwise create a significant hardship.

Short-term Borrowings: Short-term borrowings include repurchase 
agreement liabilities representing amounts advanced by various customers. 
Securities are pledged to cover these liabilities, which are not covered by 
federal deposit insurance.

Retirement Plans: Pension expense is the net of service and interest cost, 
return on plan assets and amortization of gains and losses not immediately 
recognized. Employee 401(k) plan expense is the amount of matching 
contributions. Deferred compensation and supplemental retirement plan 
expense allocates the benefits over years of service.

Income Taxes: Income tax expense is the total of the current year income 
tax due or refundable and the change in deferred tax assets and liabilities. 
Deferred tax assets and liabilities are the expected future tax amounts for 
the temporary differences between carrying amounts and tax bases of assets 
and liabilities, computed using enacted tax rates. A valuation allowance, if 
needed, reduces deferred tax assets to the amount expected to be realized.
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NOTE 1 - SUMMARY OF SIGNIFICANT  
ACCOUNTING POLICIES (continued)
The Company adopted guidance issued by the FASB with respect to account-
ing for uncertainty in income taxes as of January 1, 2009. A tax position 
is recognized as a benefit only if it is “more likely than not” that the tax 
position would be sustained in a tax examination, with a tax examination 
being presumed to occur. The amount recognized is the largest amount of 
tax benefit that is greater than 50% likely of being realized on examination. 
For tax positions not meeting the “more likely than not” test, no tax benefit 
is recorded. The adoption of this new guidance was not material to the 
Company’s results of operations or financial position.

The Company recognizes interest and/or penalties related to income tax 
matters in income tax expense. 

Earnings Per Share: Earnings per share is based on net income divided 
by the weighted-average number of common shares outstanding during 
the year. Earnings and dividends per share are restated for all stock splits 
and dividends through the date of issue of the financial statements.

Fair Values of Financial Instruments: Fair values of financial instru-
ments are estimated using relevant market information and other 
assumptions, as more fully disclosed in a separate note. Fair value esti-
mates involve uncertainties and matters of significant judgment regard-
ing interest rates, credit risk, prepayments, and other factors, especially in 
the absence of broad markets for particular items. Changes in assump-
tions or in market conditions could significantly affect the estimates.

Comprehensive Income: Comprehensive income consists of net income 
and other comprehensive income. Other comprehensive income includes 
unrealized gains and losses on securities available-for-sale and changes 
in the funded status of the pension plan, which are also recognized as a 
separate component of equity. 

Loss Contingencies: Loss contingencies, including claims and legal actions 
arising in the ordinary course of business, are recorded as liabilities when the 
likelihood of loss is probable and an amount or range of loss can be reason-
ably estimated. Management does not believe there are now such matters 
that will have a material effect on the financial statements.

Dividend Restriction: Banking regulations require maintaining certain 
capital levels and may limit the dividends paid by the bank to the holding 
company or by the holding company to stockholders. 

Loan Commitments and Related Financial Instruments: Financial 
instruments include off-balance-sheet credit instruments, such as com-
mitments to make loans and commercial letters of credit, issued to meet 
customer financing needs. The face amount for these items represents the 
exposure to loss, before considering customer collateral or ability to repay. 
Such financial instruments are recorded when they are funded.

Reclassifications: Some items in the prior year financial statements were 
reclassified to conform to the current presentation. 

Adoption of New Accounting Standards: In May 2009, the FASB issued 
guidance which requires the effects of events that occur subsequent 
to the balance-sheet date be evaluated through the date the financial 
statements are either issued or available to be issued. Companies should 
disclose the date through which subsequent events have been evaluated 
and whether that date is the date the financial statements were issued 
or the date the financial statements were available to be issued. Com-
panies are required to reflect in their financial statements the effects of 
subsequent events that provide additional evidence about conditions at 
the balance-sheet date (recognized subsequent events). Companies are 
also prohibited from reflecting in their financial statements the effects 
of subsequent events that provide evidence about conditions that arose 
after the balance-sheet date (nonrecognized subsequent events), but 
requires information about those events to be disclosed if the financial 
statements would otherwise be misleading. This guidance was effective 
for interim and annual financial periods ending after June 15, 2009 with 
prospective application.

In June 2009, the FASB replaced The Hierarchy of Generally Accepted 
Accounting Principles, with the FASB Accounting Standards CodificationTM 
(The Codification) as the source of authoritative accounting principles 
recognized by the FASB to be applied by nongovernmental entities in the 
preparation of financial statements in conformity with GAAP. Rules and 
interpretive releases of the Securities and Exchange Commission under 
authority of federal securities laws are also sources of authoritative GAAP 
for SEC registrants. The Codification was effective for financial statements 
issued for periods ending after September 15, 2009. 

In April 2009, the FASB amended existing guidance for determining 
whether impairment is other-than-temporary for debt securities. The 
guidance requires an entity to assess whether it intends to sell, or it is 
more likely than not that it will be required to sell, a security in an unreal-
ized loss position before recovery of its amortized cost basis. If either of 
these criteria is met, the entire difference between amortized cost and 
fair value is recognized as impairment through earnings. For securities 
that do not meet the aforementioned criteria, the amount of impair-
ment is split into two components as follows: 1) other-than-temporary 
impairment (OTTI) related to other factors, which is recognized in other 
comprehensive income and 2) OTTI related to credit loss, which must 
be recognized in the income statement. The credit loss is defined as the 
difference between the present value of the cash flows expected to be 
collected and the amortized cost basis. Additionally, disclosures about 
other-than-temporary impairments for debt and equity securities were 
expanded. This guidance was effective for interim and annual reporting 
periods ending after June 15, 2009.

In December 2008, the FASB issued guidance on an employer’s disclosures 
about plan assets of a defined benefit pension or other postretirement 
plan. These additional disclosures include disclosure of investment  
policies and fair value disclosures of plan assets, including fair value hier-
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archy. The guidance also includes a technical amendment that requires a nonpublic entity to disclose net periodic benefit cost for each annual period for 
which a statement of income is presented. This guidance is effective for fiscal years ending after December 15, 2009. Upon initial application, provisions 
of the guidance are not required for earlier periods that are presented for comparative purposes. The new disclosures have been presented in the notes to 
the consolidated financial statements. 

NOTE 2 - SECURITIES
The fair value of securities available-for-sale and the related gross unrealized gains and losses recognized in accumulated other comprehensive 
income (loss) were as follows:

Amortized
Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Fair

Value

2009

Federal agencies $ 35,106 $ 100 $ (111) $ 35,095

Residential mortgage-backed 435 24 — 459

State and municipal 29,577 708 (27) 30,258

$ 65,118 $ 832 $ (138) $ 65,812

2008

Federal agencies $ 25,906 $ 404 $ — $ 26,310

Residential mortgage-backed 573 11 — 584

State and municipal 25,881 749 (1) 26,629

$ 52,360 $ 1,164 $ (1) $ 53,523

Trading securities consist of investments in mutual funds and are related to deferred compensation plans. Income/ (expense) recognized on trading 
securities totaled $147 and ($127) for 2009 and 2008.

Securities with a carrying value of $6,084 and $14,776 were pledged to secure repurchase agreements and other borrowings at year-end 2009 and 2008.

During 2009, there were no sales of securities. During 2008, proceeds from the sales of securities available-for-sale totaled $2,485, with gross gains 
of $37 and gross losses of $0. 
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NOTE 2 - SECURITIES (continued)
The fair value of debt securities at year-end 2009, by contractual maturity, is shown below. Securities not due at a single maturity date, primarily 
mortgage-backed securities, are shown separately.

December 31, 2009

Amortized  
Cost

 Fair 
Value

Due in one year or less $ 8,795 $ 8,885

Due after one year through five years 39,439 39,628

Due after five years through ten years 16,449 16,840

Due after ten years — —

Mortgage-backed 435 459

$ 65,118 $ 65,812

Below is a summary of securities with unrealized losses as of year-end 2009 and 2008, presented by investment category and length of time the 
securities have been in a continuous unrealized loss position:

Less than 12 Months 12 Months or More Total

Fair Value
Unrealized 

Loss Fair Value
Unrealized 

Loss Fair Value
Unrealized 

Loss

2009

Federal agency $ 17,639 $ (111) $ — $ — $ 17,639 $ (111)

State and municipal 2,462 (27) — — 2,462 (27)

Total temporarily impaired $ 20,101 $ (138) $ — $ — $ 20,101 $ (138)

2008

State and municipal $ 99 $ (1) $ — $ — $ 99 $ (1)

Total temporarily impaired $ 99 $ (1) $ — $ — $ 99 $ (1)

Unrealized losses have not been recognized into income because the bonds are U.S. government agency issues or of high credit quality (rated AA 
or higher), the unrealized losses have been predominately of short duration due to changes in interest rates, and management does not intend to 
sell and it is not more likely than not that management would be required to sell the securities prior to their anticipated recovery. The fair value is 
expected to recover as the bonds approach their maturity dates or market rates change.
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NOTE 3 - LOANS
Loans are comprised of the following:

2009 2008

Real estate:

Residential $ 91,419 $ 97,598

Commercial 87,072 70,910

Construction 13,796 25,360

Secondary liens 10,229 13,166

Equity lines of credit 15,351 16,794

Subtotal 217,867 223,828

Commercial loans 59,834 58,993

Consumer loans 13,512 21,288

291,213 304,109

Less: Allowance for loan losses (3,050) (2,584)

Loans, net $ 288,163 $ 301,525

Certain directors, executive officers and principal stockholders of the Company, including their immediate families and companies in which they are 
principal owners, were loan customers of the Bank. At December 31, 2009 and 2008, loans to these individuals totaled approximately $397 and $440.

Activity in the allowance for loan losses was as follows:

2009 2008

Beginning balance $ 2,584 $ 2,241

Provision for loan losses 1,350 900

Loan losses charged-off (990) (637)

Recoveries 106 80

Ending balance $ 3,050 $ 2,584
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NOTE 3 - LOANS (continued)
Impaired loans were as follows:

2009 2008

Year-end impaired loans with no allowance for loan losses allocated $ 7,049 $ 6,123

Year-end impaired loans with allowance for loan losses allocated 12,487 5,808

Total $ 19,536 $ 11,931

Amount of the allowance allocated $ 917 $ 417

Average of impaired loans during the year 14,890 7,061

Interest income recognized during impairment 825 631

Cash-basis interest income recognized 808 631

Nonperforming loans were as follows:

2009 2008

Loans past due over 90 days still on accrual $ 449 $ 176

Nonaccrual loans 3,831 3,313

Troubled debt restructurings 11,569 1,933

Nonperforming loans and impaired loans are defined differently. Some loans may be included in both categories, whereas other loans may only be 
included in one category. The Company has allocated $555 of specific reserves to customers whose loan terms have been modified in troubled debt 
restructurings as of December 31, 2009. The Company has not committed to lend any additional amounts to customers whose outstanding loans are 
classified as troubled debt restructurings. 
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NOTE 4 - SECONDARY MORTGAGE MARKET ACTIVITIES
Activity for capitalized mortgage servicing rights, which are included in other assets on the balance sheet, was as follows:

2009 2008

Servicing rights:

Beginning of year $ 658 $ 790

Additions 676 95

Amortized to expense (427) (227)

End of year $ 907 $ 658

There was no valuation allowance activity for 2009 or 2008. At year-end 2009 and 2008, the fair value of mortgage servicing rights was $1,246 and 
$842. Significant assumptions used to estimate fair value included immediate and long-term weighted average prepayment speed of approximately 
18.1% (immediate) and 13.4% (long-term) for 2009 and 21.8% (immediate) and 15.5% (long-term) for 2008, and a weighted average discount rate 
of 8.25% and 8.50% for 2009 and 2008.

Mortgage loans serviced for others are not reported as assets. The principal balances of these loans at year-end 2009 and 2008 were approximately 
$170,126 and $151,608.

NOTE 5 - PREMISES AND EQUIPMENT
Year-end premises and equipment were as follows:

2009 2008

Land and improvements $ 1,770 $ 1,770

Buildings and improvements 5,442 5,429

Furniture, fixtures, equipment and vehicles 3,827 3,602

    Total cost 11,039 10,801

Accumulated depreciation (5,899) (5,524)

$ 5,140 $ 5,277
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NOTE 6 - DEPOSITS
Interest-bearing deposits consisted of the following at year-end:

2009 2008

Interest-bearing demand deposits and savings $ 116,588 $ 120,219

Time deposits over $100,000 62,853 51,126

Other time deposits 88,382 90,761

$ 267,823 $ 262,106

Scheduled maturities of time deposits for the next five years were as follows:

2010 $ 99,274

2011 27,126

2012 13,871

2013 5,346

2014 3,144

Thereafter 2,474

$ 151,235

Time deposits originated from outside the geographic area, generally through brokers, totaled $8,491 at December 31, 2009 and 2008. 

The Bank had deposits from related parties at year-end 2009 and 2008 of $5,109 and $6,704.

NOTE 7 - SHORT-TERM BORROWINGS
Year-end short-term borrowings were comprised of the following:

2009 2008

Repurchase agreements $ 3,872 $ 13,784

Line of credit 925 350

$ 4,797 $ 14,134

Securities sold under agreements to repurchase (repurchase agreements) are financing arrangements that generally mature within thirty days from 
the transaction date. The weighted average interest rate on these borrowings was 0.63% and 2.01% at December 31, 2009 and 2008.

The Company has a $1,000 line of credit from a financial institution that expires February 28, 2010. Interest accrues at one month LIBOR plus 1.75%, 
which resulted in a rate of 1.98% at December 31, 2009. The balance on this line of credit was $0 and $350 for December 31, 2009 and 2008.

During 2009, the Company obtained a $5,000 line of credit from a different financial institution that expires August 14, 2012. Interest is variable and 
accrues at the national prime interest rate, which resulted in a rate of 3.25% at December 31, 2009. This line of credit is secured by 19,515 shares of 
Bank common stock. The balance on this line of credit was $925 at December 31, 2009.
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NOTE 8 - FEDERAL HOME LOAN BANK ADVANCES 
At year-end, advances from the Federal Home Loan Bank were as follows:

2009 2008

Maturities from 2010 through 2014, primarily fixed rates from 3.13% to 5.76%, with a weighted  
average rate of 4.19% at year-end 2009. $ 35,175

Maturities from 2009 through 2014, primarily fixed rates from 3.13% to 7.04%, with a weighted  
average rate of 4.33% at year-end 2008. $ 48,686

$ 35,175 $ 48,686

Maturities and scheduled principal reductions over the next five years are as follows:

2010 $ 10,790

2011 3,544

2012 9,555

2013 8,286

2014 3,000

$ 35,175

Prepayments are subject to penalty except for those payments made on various contractual prepayment dates. The advances are secured by first 
residential mortgage loans totaling $65,753 and $73,601 at year-end 2009 and 2008.

NOTE 9 - PENSION PLAN AND OTHER POSTRETIREMENT BENEFITS
Pension Plan: The Bank has a funded noncontributory defined benefit pension plan that was frozen on April 15, 2007. Plan benefits are based 
primarily on years of service and employees’ compensation. The Bank uses a December 31 measurement date for its plan.

Information about the pension plan was as follows:

2009 2008

Projected benefit obligation $ 2,859 $ 2,610

Fair value of plan assets 2,528 2,278

Funded status (plan assets less benefit obligation) $ (331) $ (332)

Accumulated benefit obligation $ 2,859 $ 2,610

Net pension expense (benefit) $ 38 $ (88)

Employer contributions 100 —

Benefits paid 181 217

Because the plan has been frozen, the projected benefit obligation and accumulated benefit obligation are the same for 2009 and 2008. 

Amounts recognized in accumulated other comprehensive income at December 31 consist of:

2009 2008

Net gain (loss) $ (1,035) $ (975)

The estimated net loss for the pension plan that will be amortized from accumulated other comprehensive income into net periodic benefit costs 
during the year ending December 31, 2010 is $62.

2009 Bancorp. of Southern Indiana Annual Report 19



Notes to Consolidated Financial Statements
(Dollar amounts in thousands)

NOTE 9 - PENSION PLAN AND OTHER POSTRETIREMENT BENEFITS (continued)
Estimated Future Payments: The following benefit payments, which reflect expected future service, are expected:

Pension Benefits

2010 $ 103

2011 100

2012 114

2013 113

2014 132

2015-2019 1,009

Contributions: The Company expects to contribute $100 to its pension plan in 2010.

Actuarial Assumptions: Weighted average assumptions used to determine net periodic pension cost and pension benefit obligations at year-end:

2009 2008

Discount rate on benefit obligation 5.91% 6.14%

Rate of compensation increase N/A N/A

Long-term expected rate of return on assets 8.00% 8.00%

Management closely monitors the Plan’s return results to ensure long-term performance measures are satisfactory. Management estimated the rate 
of return on plan assets based on the ten-year average historical return for the Plan.

Plan Assets: The Company’s pension plan asset allocation at year-end 2009 and 2008 and target allocation for 2010 are as follows:

Target 
Allocation

Percentage of Plan Assets  
at Year-end

2010 2009 2008

Asset Category

Equity securities 50 - 70% 58.5% 52.4%

Debt securities 30 - 50 18.5 40.2

Other 0 - 10 23.0 7.4

Total 100.0% 100.0%

The investment objective for the Company’s pension plan is to maximize total return without exposure to undue risk. Asset allocation favors equities, 
with a target allocation range of 50 to 70 percent. Other investment target allocations include a range of 30 to 50 percent in fixed debt securities 
and 0 to 10 percent in other plan assets.

Equity securities include Company common stock in the amounts of $56 (2% of total plan assets) and $72 (3% of plan assets) at year-end 2009 and 
2008, respectively.
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Fair Value of Plan Assets: Fair value is the exchange price that would be received for an asset in the principal or most advantageous market for 
the asset in an orderly transaction between market participants on the measurement date. The Company used the following methods and significant 
assumptions to estimate the fair value of each type of financial instrument:

Equity Securities and Mutual Funds: The fair values for equity securities and mutual funds are determined by obtaining quoted market 
prices on nationally recognized securities exchanges, if available (Level 1). For securities where quoted prices are not available, such as the 
Company’s stock, fair values are calculated based on recent Company stock transactions that have occurred between shareholders (Level 2). 

Fixed Income Securities: Fair values reflect the closing price reported in the active market in which the securities are traded (Level 1).

Other Securities: These securities represent balances held in money market and certificate of deposit accounts and the fair values are 
estimated to approximate deposit account balances, payable on demand, as no discounts for credit quality or liquidity were determined to be 
applicable (Level 2).

The fair value of the plan assets at December 31, 2009, by asset category, is as follows:

Fair Value Measurements at December 31, 2009 Using:

Carrying
Value

Quoted Prices in 
Active Markets 

for Identical 
Assets

(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs 
(Level 3)

Plan Assets

Equity securities

U.S. companies $ 517 $ 461 $ 56 $ —

Mutual funds (a) 992 992 — —

Fixed income securities

U.S. government agency bonds 99 99 — —

Other 920 581 339 —

Total Plan Assets $ 2,528 $ 2,133 $ 395 $ 0

(a) 70% of the plan’s mutual fund investments are in common stock of small and mid-cap U.S. companies. 27% of the plan’s mutual fund investments are in stocks of international 

companies. 3% of the plan’s mutual fund investments are in short-term U.S. Treasury and government agency securities. 

Deferred Savings Plan: The deferred savings plan allows Company matching up to a maximum of 4% of the employee’s compensation. The 
matching component is based on years of service to the Bank and ranges from 25% to 100% of the first 4% of the compensation contributed. 
Expense for 2009 and 2008 was $115 and $116. The plan also provides for additional employer contributions for Pension Plan participants affected 
by the freezing of the Pension Plan. A pension replacement contribution provides for an annual contribution to achieve combined pension and 
deferred savings plan benefits equal to 90% of the benefits that would have been earned under the pension plan prior to freezing the plan. Affected 
participants must work at least 1,000 hours and be employed by the Bank as of December 31 in order for this contribution to be made on their 
behalf. Expense for 2009 and 2008 was $145 and $144.

Other Postretirement Benefits: The Bank has another postretirement plan which covers directors. The plan provides for continuation of directors’ 
fees to former directors or their spouses upon retirement or death and upon fulfillment of certain service requirements. The Bank accrues the 
estimated cost of retiree benefit payments during the years the director provides services. The Bank is recognizing the initial postretirement benefit 
obligation of $253 over a period of twenty years beginning January 1, 1995. The postretirement benefit plan is unfunded. The Bank has elected to 
amortize unrecognized net gain or loss from experience that differs from that assumed over the average remaining service period of active  
plan participants. 

For active participants, monthly benefits are projected to increase nominally every two years. Monthly benefits for retirees are frozen at the time of 
retirement. The Bank uses a December 31 measurement date for the plan.
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NOTE 9 - PENSION PLAN AND OTHER POSTRETIREMENT BENEFITS (continued)

2009 2008

Benefit obligation $ 1,075 $ 1,071

Accrued benefit cost 1,075 1,071

Discount rate on benefit obligation 5.75% 6.25%

Benefits expense $ 115 $ 125

Benefits paid 44 50

Amounts recognized in accumulated other comprehensive income at December 31 consist of:

2009 2008

Net gain (loss) $ (18) $ (71)

Transition obligation (63) (76)

$ (81) $ (147)

The estimated net loss and transition costs for the postretirement plan that will be amortized from accumulated other comprehensive income into 
net periodic benefit costs during the year ending December 31, 2010 is $2 and $13.

Estimated Future Payments: The following benefit payments, which reflect expected future service, are expected:

Other Benefits

2010 $ 31

2011 31

2012 31

2013 47

2014 67

2015-2019 390

NOTE 10 - INCENTIVE COMPENSATION PLAN
The Bank has an incentive compensation plan and a related deferred compensation plan for certain executives and officers. The amount of the 
compensation awarded under the plan is contingent upon the achievement of pre-established performance criteria. Compensation expense 
charged to operations under the incentive plan in 2009 and 2008 was $182 and $292. Beginning in 2006, amounts deferred under the deferred 
compensation plan are invested at the participants’ discretion and amounts payable under the plan are based on the fair value of the investments 
(carried as trading securities). The change in the fair value of the investments is recognized as income or loss on trading securities, and an offsetting 
expense or benefit is recognized as part of employee benefits expense. At December 31, 2009 and 2008, the liability under the deferred compensation 
plan was $574 and $332.
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NOTE 11 - INCOME TAXES
Income taxes consist of the following components:

2009 2008

Current income tax expense (benefit) $ 312 $ 1,158

Deferred income tax (benefit) (319) (493)

Change in valuation allowance 308 227

$ 301 $ 892

2009 2008

Statutory rate applied to income before income taxes $ 911 $ 1,363

Add (deduct) tax effect of:

Tax exempt interest income (446) (399)

Cash surrender value of life insurance (97) (75)

Other, net (67) 3

$ 301 $ 892

The net deferred tax asset as of year-end is comprised of the following components:

2009 2008

Deferred tax assets:

Net unrealized loss on postretirement benefits $ 442 $ 444

Allowance for loan losses 1,011 853

Pension and other postretirement benefits 341 241

Nonaccrual loan interest 7 133

Accrued expenses 130 137

Net operating loss and credit carryforward 978 677

Other 36 31

2,945 2,516

Deferred tax liabilities:

Net unrealized appreciation on securities available-for-sale $ (243) $ (426)

Mortgage servicing rights (358) (259)

Depreciation and amortization (144) (138)

Other (149) (142)

(894) (965)

Valuation allowance (1,054) (746)

Net deferred tax asset (liability) $ 997 $ 805

The Company has state tax net operating loss carryforwards of $10,627, which expire beginning in 2025, and state tax credit carryforwards of $75, 
which expire beginning in 2015. The Company maintains a valuation allowance to reduce these carryforward items and other state deferred tax 
assets to the amount expected to be realized.

The Company and its subsidiaries are subject to U.S. federal income tax as well as income tax of the state of Indiana. The Company is no longer 
subject to examination by taxing authorities for years before 2006.
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NOTE 12 - LOAN COMMITMENTS AND OTHER RELATED ACTIVITIES
Some financial instruments, such as loan commitments, credit lines, letters of credit, and overdraft protection, are issued to meet customer financing 
needs. These are agreements to provide credit or to support the credit of others, as long as conditions established in the contract are met, and 
usually have expiration dates. Commitments may expire without being used. Off-balance-sheet risk to credit loss exists up to the face amount of 
these instruments, although material losses are not anticipated. The same credit policies are used to make such commitments as are used for loans, 
including obtaining collateral at exercise of the commitment. 

The contractual amounts of financial instruments with off-balance-sheet risk at year-end were as follows:

2009 2008

Commitments to make loans $ 43,211 $ 42,874

Letters of credit 335 830

At December 31, 2009 and 2008, the Bank was required to have $75 and $42 on deposit with the Federal Reserve or as cash on hand. 
 

NOTE 13 - OPERATING LEASES
The Company leases certain branch properties and equipment under operating leases. Rent expense was $226 and $266 in 2009 and 2008, and is 
included in occupancy expenses. 

Rent commitments under noncancelable operating leases were as follows, before considering renewal options that are generally present:

2010 $ 112

2011 70

2012 71

2013 34

2014 —

Thereafter —

   Total $ 287
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NOTE 14 - REGULATORY MATTERS
Banks are subject to regulatory capital requirements administered by federal banking agencies. Capital adequacy guidelines and prompt corrective 
action regulations, involve quantitative measures of assets, liabilities, and certain off-balance-sheet items calculated under regulatory accounting 
practices. Capital amounts and classifications are also subject to qualitative judgments by regulators. Failure to meet capital requirements can initiate 
regulatory action. Management believes as of December 31, 2009, the Bank met all capital adequacy requirements to which it is subject.

Prompt corrective action regulations provide five classifications: well-capitalized; adequately capitalized; undercapitalized; significantly 
undercapitalized; and critically undercapitalized; although these terms are not used to represent overall financial condition. If adequately capitalized, 
regulatory approval is required to accept brokered deposits. If undercapitalized, capital distributions are limited, as is asset growth and expansion, 
and plans for capital restoration are required. As of year-end 2009 and 2008, the most recent regulatory notifications categorized the Bank as well-
capitalized under the regulatory framework for prompt corrective action. There are no conditions or events since that notification that management 
believes have changed the institution’s category. 

Actual and required capital amounts and ratios for the Bank are presented below at year-end. 

Actual
For Capital Adequacy 

Purposes

To Be Well-Capitalized 
Under Prompt 

Corrective Action 
Regulations

Amount Ratio Amount Ratio Amount Ratio

2009

Total capital to risk-weighted assets $ 39,955 13.8% $ 23,167 8.0% $ 28,959 10.0%

Tier 1 capital to risk-weighted assets $ 36,906 12.7% $ 11,584 4.0% $ 17,375 6.0%

Tier 1 capital to average assets $ 36,906 9.4% $ 15,781 4.0% $ 19,726 5.0%

2008

Total capital to risk-weighted assets $ 37,872 13.0% $ 23,263 8.0% $ 29,079 10.0%

Tier 1 capital to risk-weighted assets $ 35,288 12.1% $ 11,631 4.0% $ 17,447 6.0%

Tier 1 capital to average assets $ 35,288 8.9% $ 15,935 4.0% $ 19,919 5.0%
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NOTE 15 - DISCLOSURE ABOUT FAIR VALUE 
Fair value is the exchange price that would be received for an asset or paid to transfer a liability (exit price) in the principal or most advantageous 
market for the asset or liability in an orderly transaction between market participants on the measurement date. There are three levels of inputs that 
may be used to measure fair values:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the ability to access as of the 
measurement date.

Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in 
markets that are not active; or other inputs that are observable or can be corroborated by observable market data. 

Level 3: Significant unobservable inputs that reflect a reporting entity’s own assumptions about the assumptions that market participants 
would use in pricing an asset or liability.

The Company used the following methods and significant assumptions to estimate the fair value of each type of financial instrument:

The fair values of trading and available-for-sale securities are determined by obtaining quoted prices on nationally recognized securities 
exchanges (Level 1 inputs) or matrix pricing, which is a mathematical technique widely used in the industry to value debt securities without 
relying exclusively on quoted prices for the specific securities but rather by relying on the securities’ relationship to other benchmark quoted 
securities (Level 2 inputs). 

The fair value of impaired loans with specific allocations of the allowance for loan losses is generally based on recent real estate appraisals. 
These appraisals may utilize a single valuation approach or a combination of approaches including comparable sales and the income approach. 
Adjustments are routinely made in the appraisal process by the appraisers to adjust for differences between the comparable sales and income 
data available. Such adjustments are typically significant and result in a Level 3 classification of the inputs for determining fair value.

Nonrecurring adjustments to certain commercial and residential real estate properties classified as other real estate owned (OREO) are 
measured at the lower of carrying amount or fair value, less costs to sell. Fair values are generally based on third party appraisals of the 
property, resulting in a Level 3 classification. In cases where the carrying amount exceeds the fair value, less costs to sell, an impairment 
loss is recognized. 

Assets and Liabilities Measured on a Recurring Basis

Assets and liabilities measured at fair value on a recurring basis are summarized below:

Fair Value Measurements at December 31, 2009 Using

Carrying
Value

Quoted Prices in 
Active Markets 

for Identical 
Assets

(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs 
(Level 3)

Assets

        Investment securities available-for-sale:

        Federal agencies $ 35,095 $ — $ 35,095 $ —

        Residential mortgage-backed 459 — 459 —

        State and municipal 30,258 — 30,258 —

        Trading securities — mutual funds 574 574 — —
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Fair Value Measurements at December 31, 2008 Using

Carrying
Value

Quoted Prices in 
Active Markets 

for Identical 
Assets

(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs 
(Level 3)

Assets

        Investment securities available-for-sale:

        Federal agencies $ 26,310 $ — $ 26,310 $ —

        Residential mortgage-backed 584 — 584 —

        State and municipal 26,629 — 26,629 —

        Trading securities — mutual funds 332 332 — —

Fair Value Measurements at December 31, 2009 Using

Carrying
Value

Quoted Prices in 
Active Markets 

for Identical 
Assets

(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs 
(Level 3)

Assets

Impaired loans $ 11,570 $ — $ — $ 11,570

Other real estate owned, net 1,659 — — 1,659

Assets and liabilities measured at fair value on a non-recurring basis are summarized below:

Fair Value Measurements at December 31, 2008 Using

Carrying
Value

Quoted Prices in 
Active Markets 

for Identical 
Assets

(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs 
(Level 3)

Assets

Impaired loans $ 5,391 $ — $ — $ 5,391

Impaired loans, which are measured for impairment using the fair value of the collateral for collateral dependent loans, had a carrying amount of 
$12,487, with a valuation allowance of $917 at December 31, 2009, resulting in an additional provision for loan losses of $706 for the year ending 
December 31, 2009. At December 31, 2008, impaired loans had a carrying amount of $5,808, with a valuation allowance of $417, resulting in an 
additional provision for loan losses of $351 for the year ending December 31, 2008. 

Other real estate owned which is measured at the lower of carrying or fair value less costs to sell, had a net carrying amount of $1,659, which is 
made up of the outstanding balance of $1,920, net of a valuation allowance of $261 at December 31, 2009, resulting in a write-down of $241 for 
the year ending December 31, 2009.
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NOTE 15 - DISCLOSURE ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)
The carrying amount and estimated fair values of financial instruments, not previously presented, were as follows at year-end:

2009 2008
Carrying 
Amount

Fair  
Value

Carrying 
Amount

Fair  
Value

Financial assets
Cash and cash equivalents $ 20,108 $ 20,108 $ 27,192 $ 27,192
FHLB stock 2,439 N/A 2,439 N/A
Loans held-for-sale — — 2,118 2,139
Loans, net (including impaired loans) 288,163 292,182 301,525 306,802
Accrued interest receivable 1,607 1,607 1,673 1,673

Financial liabilities
Deposits $ (319,796) $ (321,859) $ (302,175) $ (305,014)
Short-term borrowings (4,797) (4,797) (14,134) (14,134)
FHLB advances (35,175) (36,994) (48,686) (51,013)
Accrued interest payable (693) (693) (1,235) (1,235)

 
The methods and assumptions, not previously presented, used to estimate fair value are described as follows:

Carrying amount is the estimated fair value for cash and cash equivalents, accrued interest receivable and payable, demand deposits, short-term 
borrowings, and variable rate loans or deposits that reprice frequently and fully. For fixed rate loans or deposits and for variable rate loans or deposits 
with infrequent repricing or repricing limits, fair value is based on discounted cash flows using current market rates applied to the estimated life 
and credit risk. It was not practicable to determine the fair value of FHLB stock due to restrictions placed on its transferability. Fair value of loans 
held-for-sale is based on market quotes. Fair value of FHLB advances is based on current rates for similar financing. Loan commitments and letters of 
credit are short-term or variable rate with minor amounts of fees charged, and, accordingly, the fair value is not significant.

NOTE 16 - OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income components and related taxes were as follows:

2009 2008

Unrealized holding gains (losses) on available-for-sale securities $ (469) $ 678
Reclassification adjustment for losses (gains) realized in income — (37)
Net unrealized gains (losses) (469) 641
Tax effect 183 234
Net-of-tax amount (286) 407

Net loss and prior service cost arising during the year on pension and other postretirement benefits 5 (769)
Tax effect (2) 305
Net-of-tax amount 3 (464)

$ (283) $ (57)
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The following is a summary of the accumulated other comprehensive income balances, net of tax:

2008
Current Period 

Change 2009

Unrealized gains on securities available-for-sale $ 738 $ (286) $ 452

Unrealized loss on pension and other postretirement benefits (678) 3 (675)

Total $ 60 $ (283) $ (223)

NOTE 17 - PARENT COMPANY ONLY CONDENSED FINANCIAL STATEMENTS

CONDENSED BALANCE SHEETS
December 31, 2009 and 2008

2009 2008

Assets

Cash $ 7 $ 12

Investment in subsidiary 36,683 35,348

Other assets 2 —

$ 36,692 $ 35,360

Liabilities

Short-term borrowings $ 925 $ 350

Other liabilities — 1

Shareholders’ equity 35,767 35,009

$ 36,692 $ 35,360

CONDENSED STATEMENTS OF INCOME
Years ended December 31, 2009 and 2008

2009 2008

Dividends from subsidiary $ 800 $ 1,525

Interest expense 17 4

Other operating expenses 41 43

Income tax expense (benefit) (20) (16)

Equity in subsidiary undistributed income 1,617 1,624

  Net income $ 2,379 $ 3,118
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NOTE 17 - PARENT COMPANY ONLY CONDENSED FINANCIAL STATEMENTS (continued)

CONDENSED STATEMENTS OF CASH FLOWS
Years ended December 31, 2009 and 2008

2009 2008

Cash flows from operating activities

Net income $ 2,379 $ 3,118

Adjustments to reconcile net income to net cash from operating activities

Equity in subsidiary undistributed income (1,617) (1,624)

Net change in other assets and liabilities (4) 1

Net cash from operating activities 758 1,495

Cash flows from financing activities

Dividends paid (760) (1,051)

Change in short-term borrowings 575 350

Stock redemption (578) (891)

Net cash from financing activities (763) (1,592)

Net change in cash (5) (97)

Beginning cash 12 109

Ending cash $ 7 $ 12
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Report of Independent Auditors

Board of Directors
Bancorp. of Southern Indiana
Seymour, Indiana

We have audited the accompanying consolidated balance sheets of Bancorp. of Southern Indiana as of December 31, 2009 and 2008, and the related 
consolidated statements of income, changes in stockholders’ equity and cash flows for the years then ended. These financial statements are the 
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Bancorp. of 
Southern Indiana as of December 31, 2009 and 2008, and the 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.

Crowe Horwath LLP

Louisville, Kentucky
February 15, 2010

Banking Locations

Seymour
125 South Chestnut 
Seymour, Indiana 47274 
(812) 522-3607

1200 East Tipton Street 
Seymour, Indiana 47274 
(812) 522-3607

1181 West Tipton Street 
Seymour, Indiana 47274 
(812) 522-3607

Brownstown
108 West Commerce Street 
Brownstown, Indiana 47220 
(812) 358-2520

Bedford
1515 K Street 
Bedford, Indiana 47421 
(812) 279-3553

2635 West 16th Street 
Bedford, Indiana 47421 
(812) 275-1120

Columbus
400 Washington Street 
Columbus, Indiana 47201 
(812) 379-1991

3880 West Jonathan Moore Pike 
Columbus, Indiana 47201 
(812) 342-3633

3019 East 25th Street 
Columbus, Indiana 47203 
(812) 378-0850

North Vernon
611 A North State Street 
North Vernon, Indiana 47265 
(812) 346-8014
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