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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended September 30, 2015

Commission File Number: 0-28846

Centrue Financial Corporation

(Exact name of Registrant as specified in its charter)

Delaware 36-3145350
(State or other jurisdiction of (I.R.S. Employer Identification
incorporation or organization) number)

122 W. Madison Street, Ottawa, IL 61350

(Address of principal executive offices including zip code)

(815) 431-8400

(Registrant's telephone number, including area code)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes [ii] No
[]

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes
[G] No [ ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [] Accelerated filer []
Non-accelerated filer [] Smaller reporting company [ ]
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
[ 1 No [d].

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.

Class Shares outstanding at November 13, 2015
Common Stock, Par Value $0.01 6,513,694
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CENTRUE FINANCIAL CORPORATION

PART I FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

UNAUDITED CONSOLIDATED BALANCE SHEETS

(IN THOUSANDS, EXCEPT FOR PAR VALUE AND SHARE DATA)

September 30, December 31,

2015 2014
ASSETS
Cash and cash equivalents $45,686 $49,167
Securities available-for-sale 206,430 135,371
Restricted securities 8,271 6,102
Loans held for sale 214 364
Loans, net of allowance for loan loss: 2015 - $8,403;
2014 - $7,981 603,515 545,219
Bank-owned life insurance 34,877 34,194
Mortgage servicing rights 2,171 2,240
Premises and equipment, net 22,241 22,626
Intangible assets, net 1,117 1,831
Other real estate owned, net 9,755 10,256
Other assets 9,399 9,719
Total assets $943,676 $817,089
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Deposits:
Non-interest-bearing $160,998 $144,633
Interest-bearing 548,537 554,191
Total deposits 709,535 698,824
Federal funds purchased and securities sold under agreements to repurchase 18,869 26,691
Federal Home Loan Bank advances 105,000 20,000
Notes payable — 10,250
Series B mandatory redeemable preferred stock 268 268
Subordinated debentures 20,620 20,620
Other liabilities 5,636 10,108
Total liabilities 859,928 786,761
Commitments and contingent liabilities — —
Stockholders' equity
Series C Fixed Rate, Cumulative Perpetual Preferred Stock, no shares
authorized
in 2015; 32,668 shares authorized and issued 2014,
aggregate liquidation preference of $32,668 — 32,668

Series D Fixed Rate, Non-Cumulative Perpetual Preferred Stock,

2,636 shares authorized and issued 2015 and 2014;

aggregate liquidation preference of $2,636 2,636 2,636
Common stock, $0.01 par value;

215,000,000 shares authorized; 6,581,544 shares issued at 2015;
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215,000,000 shares authorized; 248,452 shares issued at 2014 66
Surplus 147,626
Accumulated deficit (41,469
Accumulated other comprehensive loss (2,218
106,641
Treasury stock, at cost, 96,326 shares at September 30, 2015
and 97,330 at December 31, 2014 (22,893
Total stockholders' equity 83,748
Total liabilities and stockholders' equity $943,676

See Accompanying Notes to Consolidated Financial Statements

1

2

78,955
) (58,750
) (2,051

53,460

) (23,132
30,328
$817,089
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CENTRUE FINANCIAL CORPORATION
UNAUDITED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Three Months Ended Nine Months Ended

September 30, September 30,

2015 2014 2015 2014
Interest income
Loans $6,476 $6,304 $18,868 $18,796
Securities
Taxable 794 543 2,020 1,766
Exempt from federal income taxes 46 62 122 188
Federal funds sold and other 20 38 67 98
Total interest income 7,336 6,947 21,077 20,848
Interest expense
Deposits 316 498 940 1,637
Federal funds purchased and securities sold under
agreements to repurchase 13 14 37 39
Federal Home Loan Bank advances 138 117 368 340
Series B mandatory redeemable preferred stock 4 4 12 12
Subordinated debentures 128 152 413 447
Notes payable — 86 84 254
Total interest expense 599 871 1,854 2,729
Net interest income 6,737 6,076 19,223 18,119
Provision for loan losses — 675 — 2,275
Net interest income after provision for loan losses 6,737 5,401 19,223 15,844
Noninterest income
Service charges 1,075 1,154 3,010 3,289
Mortgage banking income 315 377 972 1,164
Electronic banking services 651 644 1,895 1,868
Bank-owned life insurance 232 229 683 668
Securities gains, net 196 410 297 788
Income from real estate 114 141 434 462
Gain on sale of OREO 47 166 50 588
Gain on sale of other assets — — — 750
Gain on extinguishment of debt — — 1,750 —
Other income 608 83 750 243

3,238 3,204 9,841 9,820
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CENTRUE FINANCIAL CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

(IN THOUSANDS, EXCEPT PER SHARE DATA)

Noninterest expense

Salaries and employee benefits
Occupancy, net

Furniture and equipment
Marketing

Supplies and printing

Telephone

Data processing

FDIC insurance

Loan processing and collection costs
OREO carrying costs

OREQO valuation adjustment
Amortization of intangible assets
Other expenses

Income before income taxes
Income tax expense
Net income

Preferred stock dividends
Discount on redemption of preferred stock
Net income (loss) for common stockholders

Basic earnings (loss) per common share
Diluted earnings (loss) per common share

Total comprehensive income (loss):
Net income

Change in unrealized gains (losses)
on securities available for sale
Reclassification adjustment for gains
recognized in income

Net unrealized gains (loss)

Tax effect

Other comprehensive income (loss)
Total comprehensive income

Three Months Ended
September 30,

2015 2014
4,086 3,796
706 677
259 241
105 61

50 59
204 174
442 476
281 473
225 80
187 277
47 443
238 238
2,012 1,037
8,842 8,032
$1,133 $573
45 —
$1,088 $573
395 808
$693 $(235
$0.11 $(1.41
$0.11 $(1.41
$1,088 $573
424 34
(196 ) (410
228 (376
228 (376
$1,316 $197

Nine Months Ended
September 30,

2015 2014
12,394 11,490
2,142 2,139
746 731
263 174
170 180
592 573
1,258 1,282
925 1,428
638 481
655 801
195 839
714 714
4,286 3,327
24,978 24,159
$4,086 $1,505
78 —
$4,008 $1,505
1,401 2,585
(13,668 ) —
$16,275 $(1,080
$3.68 $(5.68
$3.68 $(5.68
$4,008 $1,505
130 (24
297 ) (788
(167 ) (812
(167 ) (812
$3,841 $693
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See Accompanying Notes to Consolidated Financial Statements
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CENTRUE FINANCIAL CORPORATION
UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS
(IN THOUSANDS)

Nine Months Ended
September 30,
2015 2014
Cash flows from operating activities
Net income $4,008 $1,505
Adjustments to reconcile net income (loss)
to net cash provided by operating activities

Depreciation 868 883
Amortization of intangible assets 714 714
Amortization of mortgage servicing rights, net 257 216
Amortization of bond premiums, net 1,045 1,050
Provision for loan losses — 2,275
Earnings on bank-owned life insurance (683 ) (668
OREO valuation allowance 195 839
Securities gains, net (297 ) (788
Gain on sale of OREO (50 ) (588
Gain on extinguishment of debt (1,750 ) —
Gain on sale of loans (664 ) (782
Proceeds from sales of loans held for sale 26,561 28,977
Origination of loans held for sale (21,901 ) (27,841
Change in assets and liabilities

(Increase) decrease in other assets 92 (1,332
Increase (decrease) in other liabilities (4,449 ) 238
Net cash provided by operating activities 3,946 4,698
Cash flows from investing activities

Proceeds from paydowns of securities available for sale 24,794 20,721
Proceeds from calls and maturities of securities available for sale 3,530 280
Proceeds from sales of securities available for sale 49,584 20,926
Purchases of securities available for sale (149,842 ) (20,590
Redemption of Federal Reserve Bank stock 179 13
Purchase of Federal Home Loan Bank stock (1,229 ) —
Purchase of Federal Reserve Bank stock (1,119 ) (53
Net increase in loans (62,434 ) (11,573
Purchase of premises and equipment (483 ) (650
Proceeds from sale of OREO 639 3,260
Net cash (used in) provided by investing activities (136,381 ) 12,334
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CENTRUE FINANCIAL CORPORATION

UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS

(IN THOUSANDS)

Cash flows from financing activities

Net increase (decrease) in deposits

Net increase (decrease) in federal funds purchased

and securities sold under agreements to repurchase

Net proceeds of advances from the Federal Home Loan Bank
Repayment of Notes Payable

Net proceeds from the issuance of Common Stock

Purchase of Treasury Stock

Redemption of Series A Convertible Preferred Stock
Redemption of Series C Cumulative Perpetual Preferred Stock
Issuance of Series D Non-Cumulative Perpetual Preferred Stock
Dividends paid on preferred stock

Net cash provided by (used in) financing activities

Net (decrease) in cash and cash equivalents

Cash and cash equivalents

Beginning of period

End of period

Supplemental disclosures of cash flow information

Cash payments for

Interest

Income taxes

Transfers from loans to other real estate owned

5

Nine Months Ended
September 30,
2015

10,711

(7,822
85,000
(8,500
68,960

(19,000
(395
128,954
(3,481

49,167
$45,686

$6,710
81
292

)

)
)
)

2014
(25,405

753
(5,000

(1,255
(500

2,636
(881
(29,652
(12,620

70,748
$58,128

$2,442
5
481
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CENTRUE FINANCIAL CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(TABLE AMOUNTS IN THOUSANDS, EXCEPT SHARE DATA)

Note 1. Summary of Significant Accounting Policies

Centrue Financial Corporation is a bank holding company organized under the laws of the State of Delaware. When
we use the terms “Centrue,” the “Company,” “we,” “us,” and “our,” we mean Centrue Financial Corporation, a Delaware
Corporation, and its consolidated subsidiary. When we use the term the “Bank,” we are referring to our wholly owned
banking subsidiary, Centrue Bank. The Company and the Bank provide a full range of banking services to individual
and corporate customers located in markets extending from the far western and southern suburbs of the Chicago
metropolitan area across Central Illinois down to the metropolitan St. Louis area. These services include demand,
time, and savings deposits; business and consumer lending; and mortgage banking. The Company is subject to
competition from other financial institutions and nonfinancial institutions providing financial services. Additionally,
the Company and the Bank are subject to regulations of certain regulatory agencies and undergo periodic
examinations by those regulatory agencies.

Basis of presentation

The accounting and reporting policies of the Company and its subsidiaries conform to U.S. generally accepted
accounting principles (“GAAP”) and general practice within the banking industry. The preparation of consolidated
financial statements in conformity with GAAP requires management to make estimates and assumptions that affect
the amounts reported in the consolidated financial statements and accompanying notes. Actual results could differ
from those estimates. Material estimates which are particularly susceptible to significant change in the near term relate
to the fair value of investment securities and other-than-temporary impairment of securities, the determination of the
allowance for loan losses and valuation of other real estate owned.

For further information with respect to significant accounting policies followed by the Company in the preparation of
its consolidated financial statements, refer to the Company’s registration statement filed with the SEC on October 15,
2015 which includes the audited financial statements and notes for the year ended December 31, 2014. The
consolidated financial statements include the accounts of the Company and Centrue Bank. Intercompany balances and
transactions have been eliminated in consolidation and certain 2014 amounts have been reclassified to conform to the
2015 presentation. The annualized results of operations during the three and nine months ended September 30, 2015
are not necessarily indicative of the results expected for the year ending December 31, 2015. All financial information
in the following tables is in thousands (000s), except share and per share data. In the opinion of management, all
normal and recurring adjustments which are necessary to fairly present the results for the interim periods presented
have been included.

Reverse Stock Split

Common shares and per share amounts for all periods shown have been restated to reflect the impact of the 1:30
reverse stock split the Company completed effective May 29, 2015.

Capital Event

On March 31, 2015, the Company completed the issuance of $76.0 million of new common stock in a private
placement offering. A total of 6.3 million shares were sold in the offering at a price of $12.00 per share. In
conjunction with the stock offering the Company used the proceeds in part to pay $4.9 million in accrued but unpaid
interest on its subordinated debentures, redeemed all $32.7 million of Series C Preferred Stock for $19.0 million,
settled $10.3 million in notes payable with MB Financial for $8.5 million and made a $36.0 million capital
contribution into Centrue Bank. The remaining proceeds have been and will be used for general corporate purposes.
Recent Accounting Pronouncements

In April 2015, the FASB issued an update, ASU No. 2015-05, Customer’s Accounting for Fees Paid in a Cloud
Computing Arrangement. ASU 2015-05 provides guidance to customers about whether a cloud computing
arrangement includes a software license. If a cloud computing arrangement includes a software license, the customer
should account for the software license element of the arrangement consistent with the acquisition of other software

10
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licenses. If the arrangement does not include a software license, the customer should account for a cloud computing
arrangement as a service contract. This amendment is effective for fiscal years beginning after December 15, 2015,
and interim periods beginning after December 15, 2016. Early adoption is permitted. The amendment may be adopted
either prospectively to all arrangements entered into or materially modified after the effective date or retrospectively.
The Company intends to adopt the accounting standard during 2016, as required, with no material impact.

In June of 2014, the FASB issued an update, ASU No. 2014-11 Transfers and Servicing (Topic 860), guidance that
requires repurchase-to-maturity transactions to be accounted for as secured borrowings and with additional
disclosures. The guidance also requires separate accounting for a transfer of a financial asset executed
contemporaneously with a repurchase agreement with the same counterparty. If the derecognition criteria are met as
outlined in the guidance, the initial transfer will generally be accounted for as a sale and the repurchase agreement will
generally be accounted for as a secured borrowing. The guidance is effective for annual reporting periods beginning
after December 15, 2014 and interim reporting periods after December 15, 2015. Management

6
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CENTRUE FINANCIAL CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(TABLE AMOUNTS IN THOUSANDS, EXCEPT SHARE DATA)

is evaluating the new guidance, but does not expect the adoption of this guidance will materially impact the
Company's financial condition, results of operations, or liquidity.
In May 2014, the FASB issued an update (ASU No. 2014-09, Revenue from Contracts with Customers) creating
FASB Topic 606, Revenue from Contracts with Customers. The guidance in this update affects any entity that either
enters into contracts with customers to transfer goods or services or enters into contracts for the transfer of
nonfinancial assets unless those contracts are within the scope of other standards (for example, insurance contracts or
lease contracts). The core principle of the guidance is that an entity should recognize revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. The guidance provides steps to follow to achieve the core principle.
An entity should disclose sufficient information to enable users of financial statements to understand the nature,
amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. Qualitative and
quantitative information is required about contracts with customers, significant judgments and changes in judgments,
and assets recognized from the costs to obtain or fulfill a contract. The amendments in this update will become
effective for annual periods and interim periods within those annual periods beginning after December 15, 2016. We
are currently evaluating the impact of adopting the new guidance on the consolidated financial statements.
Note 2. Earnings Per Share
A reconciliation of the numerators and denominators for earnings per common share computations for the three and
nine months ended September 30, 2015 and 2014 is presented below (shares in thousands). Common shares, options,
and per share amounts for all periods shown have been restated to reflect the impact of the thirty for one stock split the
Company completed effective May 29, 2015. Options to purchase 3,488 and 6,083 shares of common stock were
outstanding for September 30, 2015 and 2014, respectively; but were not included in the computation of diluted
earnings per share because the exercise price was greater than the average market price and, therefore, were
anti-dilutive.

Three Months Ended September ~ Nine Months Ended September

30, 30,

2015 2014 2015 2014
Basic Earnings (Loss) Per Common Share
Net income $1,088 $573 $4,008 $1,505
Preferred stock dividends (395 ) (808 ) (1,401 ) (2,585 )
Discount on redemption of preferred stock — — 13,668 —
Net income (loss) for common shareholders ~ $693 $(235 ) $16,275 (1,080 )
Weighted average common shares outstanding 6,485,218 166,641 4,420,000 190,160
Basic earnings per common share $0.11 $(1.41 ) $3.68 $(5.68 )
Diluted Earnings Per Common Share
Weighted average common shares outstanding 6,485,218 166,641 4,420,000 190,160
Weighted average common and dilutive
potential shares outstanding 6,485,218 166,641 4,420,000 190,160
Diluted earnings (loss) per common share $0.11 $(1.41 ) $3.68 $(5.68 )

On November 4, 2015 restricted stock awards totaling 28,476 shares of common stock were granted and issued. These
additional shares are excluded from the above weighted average common and dilutive potential shares outstanding.

Note 3. Securities

The primary strategic objective related to the Company's securities portfolio is to assist with liquidity and interest rate
risk management. The fair value of the securities classified as available-for-sale was $206.4 million at September 30,

12
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2015 compared to $135.4 million at December 31, 2014. The carrying value of securities classified as restricted
(Federal Reserve and Federal Home Loan Bank stock) was $8.3 million at September 30, 2015 compared to $6.1
million at December 31, 2014. The Company does not have any securities classified as trading or held-to-maturity.

13
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CENTRUE FINANCIAL CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(TABLE AMOUNTS IN THOUSANDS, EXCEPT SHARE DATA)

The following table summarizes the fair value of available-for-sale securities, the related gross unrealized gains and
losses recognized in accumulated other comprehensive income, and the amortized cost at September 30, 2015 and
December 31, 2014:

September 30, 2015

. Gross Gross .
Amortized . . Fair
Cost Un.reahzed Unrealized Value
Gains Losses
U.S. government agencies $40,727 $205 $8 ) $40,924
States and political subdivisions 14,894 60 (64 ) 14,890
U.S. government agency residential
mortgage-backed securities 129,055 179 (270 ) 128,964
Collateralized residential mortgage obligations:
Agency 18,876 22 (22 ) 18,876
Equity securities 2,619 157 — 2,776
Corporate — — — —
$206,171 $623 $(364 ) $206,430
December 31, 2014
Amortized Gross . Gross . Fair
Cost Un.reahzed Unrealized Value
Gains Losses
U.S. government agencies $21,274 $6 $(171 ) $21,109
States and political subdivisions 8,951 78 (1 ) 9,028
U.S. government agency residential
mortgage-backed securities 99,338 551 (221 ) 99,668
Collateralized residential mortgage obligations:
Agency 38 — — 38
Equity securities 2,579 157 — 2,736
Collateralized debt obligations:
Single issue 765 — €] ) 762
Corporate 2,000 30 — 2,030
$134,945 $822 $(396 ) $135,371

The amounts below include the activity for available-for-sale securities related to sales, maturities and calls:

Three Months Ended September Nine Months Ended September 30,

30,

2015 2014 2015 2014
Proceeds from calls and maturities $2,000 $— $3,530 $280
Proceeds from sales 34,959 9,471 49,584 20,926
Realized gains 272 410 397 839
Realized losses (76 ) — (100 ) (51
Net impairment loss recognized in
earnings o o o o

8
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CENTRUE FINANCIAL CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(TABLE AMOUNTS IN THOUSANDS, EXCEPT SHARE DATA)

The amortized cost and fair value of the investment securities portfolio are shown below by contractual maturity.
Expected maturities may differ from contractual maturities if borrowers have the right to call or prepay obligations
with or without call or prepayment penalties. Securities not due at a single maturity date and equity securities are
shown separately.

September 30, 2015

Amortized Fair

Cost Value
Due in one year or less $2,108 $2,113
Due after one year through five years 29,998 30,080
Due after five years through ten years 23,332 23,436
Due after ten years 183 185
U.S. government agency residential mortgage-backed securities 129,055 128,964
Collateralized residential mortgage obligations 18,876 18,876
Equity 2,619 2,776

$206,171 $206,430

Securities with unrealized losses not recognized in income are as follows presented by length of time individual
securities have been in a continuous unrealized loss position:

September 30, 2015

Less than 12 Months 12 Months or More Total

Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
U.S. government agencies $4,692 $(8 ) $— $— $4,692 $(8 )
States and political subdivisions $3,620 $(64 ) $— $— $3,620 $(64 )
U.S. government agency residential
mortgage-backed securities 73,623 (270 ) — — 73,623 (270 )
Collateralized residential mortgage
obligations: Agency 11,765 22 ) — — 11,765 (22 )
Corporate — — — — — —
Total temporarily impaired $93,700 $(364 ) $— $— $93,700 $(364 )
December 31, 2014
Less than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
U.S. government agencies $18,212 $(157 ) $1,986 $(14 ) $20,198 $(171 )
States and political subdivisions 386 (1 ) — — 386 (1 )
U.S. government agency residential
mortgage-backed securities 34,809 (211 ) 2,148 (10 ) 36,957 (221 )
g:llllemeralized debt obligations: Single o o 762 3 ) 762 3 )
Total temporarily impaired $53,407 $(369 ) $4,896 $(27 ) $58,303 $(396 )
9
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CENTRUE FINANCIAL CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(TABLE AMOUNTS IN THOUSANDS, EXCEPT SHARE DATA)

Note 4. Loans
The major classifications of loans follow:

Aggregate Principal Amount
September 30, 2015 December 31, 2014

Commercial $66,110 61,561

Agricultural & AG RE 46,323 53,193
Construction, land & development 24,844 13,860

Commercial RE 372,654 315,213

1-4 family mortgages 98,732 106,472

Consumer 3,255 2,901

Total Loans $611,918 553,200
Allowance for loan losses (8,403 ) (7,981 )
Loans, net $603,515 545,219

The credit quality indicator utilized by the Company to internally analyze the loan portfolio is the internal risk rating.
Internal risk ratings of O to 5 are considered pass credits, a risk rating of a 6 is special mention, a risk rating of a 7 is
substandard, and a risk rating of an 8 is doubtful. Loans classified as pass credits have no material weaknesses and are
performing as agreed. Loans classified as special mention have a potential weakness that deserves management's close
attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the
loan or of the institution's credit position at some future date. Loans classified as substandard are inadequately
protected by the current net worth and paying capacity of the obligor or of the collateral pledged, if any. Loans so
classified have a well-defined weakness or weaknesses that jeopardize the liquidation of the debt. They are
characterized by the distinct possibility that the institution will sustain some loss if the deficiencies are not corrected.
Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the added
characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts,
conditions, and values, highly questionable and improbable.

The following table presents the commercial loan portfolio by internal risk rating:

September 30, 2015

Commercial Commercial Real Estate

Internal ) ) Construction,
Risk Closed-end L1ne§ of Agriculture & Land & Owner.— Non—aner Total

. Credit AGRE Occupied Occupied
Rating Development
Pass $23,369 $42,002 $46,323 $24,627 $151,251 $197,354 $484,926
special 55 250 — — 7.870 7,760 16,209
Mention
Substandard 160 — — 217 475 7,944 8,796
Doubtful — — — — — — —
Total $23,858 $42,252 $46,323 $24,844 $159,596 $213,058 $509,931
10
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CENTRUE FINANCIAL CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(TABLE AMOUNTS IN THOUSANDS, EXCEPT SHARE DATA)

December 31, 2014

Commercial Commercial Real Estate

Internal ) ) Construction,
Risk Closed-end L1ne§ of Agriculture & Land & Owner.— Non—aner Total

. Credit AGRE Occupied Occupied
Rating Development
Pass $18,379 $42,076 $53,193 $13,038 $139,617 $157,340 $423,643
Special =39, 250 — — 1,225 6,620 8,487
Mention
Substandard 464 — — 822 1,480 8,931 11,697
Doubtful — — — — — — —
Total $19,235 $42,326 $53,193 $13,860 $142,322 $172,891 $443,827

The following table presents the Retail Residential Loan Portfolio by Internal Risk Rating:
Residential -- 1-4 family

Jr. Lien & Lines of
To

Senior Lien tal

Credit
September 30, 2015
Unrated $49.015 $43,979 $92,994
Special mention 3,961 157 4,118
Substandard 1,322 298 1,620
Doubtful — — —
Total $54,298 $44,434 $98,732

Residential -- 1-4 family

Jr. Lien & Lines of
To

Senior Lien tal

Credit
December 31, 2014
Unrated $55,142 $45,299 $100,441
Special mention 3,807 120 3,927
Substandard 1,719 385 2,104
Doubtful — — —
Total $60,668 $45,804 $106,472

The retail residential loan portfolio is generally unrated. Delinquency is a typical factor in adversely risk rating a
credit to a special mention or substandard.
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An analysis of activity in the allowance for loan losses for the three months ended September 30, 2015 and 2014
follows:

. . Agriculture Construction, Commercial 1-4 Family
Commercial & AG RE Land & RE Residential Consumer  Total
Development
September 30,
2015
Beginning Balance $1,036 $65 $396 $5,185 $1,951 $12 $8,645
Charge-offs — — — 24 ) (325 ) (1 ) (350 )
Recoveries 54 2 16 9 24 3 108
Provision (121 ) (1 ) 66 35 25 4 ) —
Ending Balance ~ $969 $66 $478 $5,205 $1,675 $10 $8,403
) Construction, . .
Commercial ?Lg:éuglére Land & Egmmermal lll_js iIZIirlrlltlilzl Consumer  Total
Development
September 30,
2014
Beginning Balance $2,432 $60 $924 $6,936 $2,080 $29 $12,461
Charge-offs (431 ) — (5 ) (283 ) (88 ) (1 ) (808 )
Recoveries 68 1 — 410 53 3 535
Provision 15 3 96 416 149 4 ) 675
Ending Balance  $2,084 $64 $1,015 $7,479 $2,194 $27 $12,863

An analysis of activity in the allowance for loan losses for the nine months ended September 30, 2015 and 2014
follows:

) Construction, ) )
Commercial 2%&?;?;6 Land & Egmmermal 11{1;;:&13 Consumer  Total
Development
September 30,
2015
Beginning Balance $1,117 $69 $711 $3,999 $2,075 $10 $7,981
Charge-offs (357 ) — A3 ) (639 ) (455 ) (4 ) (1,458 )
Recoveries 144 2 43 1,616 45 30 1,880
Provision 65 5 ) (273 ) 229 10 (26 ) —
Ending Balance ~ $969 $66 $478 $5,205 $1,675 $10 $8,403
. Construction, ) )
Commercial ?Lg:éuggre Land & Egmmermal Ili_js iljiaerr?tlilzl Consumer  Total
Development
September 30,
2014
Beginning Balance $1,413 $70 $1,127 $6,834 $2,162 $31 $11,637
Charge-offs (920 ) — (118 ) (559 ) (308 ) (6 ) (1,911 )
Recoveries 288 1 34 473 61 5 862
Provision 1,303 (7 ) (28 ) 731 279 @3 ) 2,275
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The following is an analysis on the balance in the allowance for loan losses and the recorded investment in

impaired loans by portfolio segment based on impairment method as of September 30, 2015 and December 31, 2014:

September 30,
2015

Allowance for loan
losses:

Loans individually
evaluated for
impairment

Loans collectively

$86

evaluated for 883
impairment

Total allowance $969
balance:

Loan balances:
Loans individually
evaluated for
impairment

Loans collectively

$160

evaluated for 65,950
impairment

Total loans $66.110
balance:

December 31, 2014 Commercial

Allowance for loan
losses:

Loans individually
evaluated for
impairment

Loans collectively

$430

evaluated for 687
impairment

Total allowance $1.117
balance:

Loan balances:
Loans individually
evaluated for
impairment

Loans collectively 61,097
evaluated for

$464

Commercial

Agriculture
& AGRE

66

$66

$—

46,323

$46,323

Agriculture
& AG RE

69

$69

53,193

Construction
Land &
Development

$65

413

$478

$217

24,627
$24.,844
Construction,

Land &
Development

$126

585

$711

$822

13,038

RE

$675

4,530

$5,205

$4,106

368,548

$372,654

Commercial
RE

$216

3,783

$3,999

$5,961

309,252

Residential

$365

1,310

$1,675

$1,620

97,112

$98,732

1-4 Family
Residential

$783

1,292

$2,075

$2,056

104,416

> Commercial 1-4 Family Consumer

10

$10

$—

3,255

$3,255

Consumer

10

$10

2,901

Total

$1,191

7,212

$8,403

$6,103

605,815

$611,918

Total

$1,555

6,426

$7,981

$9,303

543,897
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impairment
Total loans
balance:
Troubled Debt Restructurings:

The Company had troubled debt restructurings (“TDRs”) of $0.15 million and $0.02 million as of September 30, 2015
and December 31, 2014, respectively. Specific reserves were immaterial at September 30, 2015 and December 31,
2014. At September 30, 2015 nonaccrual TDR loans were $0.13 million and $0.02 million at December 31, 2014.
There were $0.03 million TDRs on accrual at September 30, 2015 compared to none at December 31, 2014. The
Company had no commitments to lend additional amounts to a customer with an outstanding loan that is classified as
TDR as of September 30, 2015 and December 31, 2014.

$61,561 $53,193 $13,860 $315,213 $106,472 $2,901 $553,200

13
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During the nine month period ended September 30, 2015, the terms of a certain loans were modified as troubled debt
restructurings. The modification of the terms of such loans may include one or a combination of the following: a
reduction of the stated interest rate of the loan to a below market rate or the payment modification to interest only. A
modification involving a reduction of the stated interest rate of the loan would be for periods ranging from 6 months
to 16 months. During the nine month period ended September 30, 2015, there were two TDR added in a total amount
of $0.1 million compared to the year ended December 31, 2014 in which two loans were added as TDRs in the amount
of $5.0 million. The $5.0 million of TDRs added in 2014 were subsequently sold in the fourth quarter of 2014.
During the three months ending September 30, 2015 there was one 1-4 family residential loan modified as a troubled
debt restructuring with a recorded investment of $0.1 million; compared to the same three month period ended
September 30, 2014 when there were no loans modified as troubled debt restructurings. The following tables present
loans by class modified as troubled debt restructurings that occurred during the nine months ending September 30,
2015 and 2014:

For the Nine Months Ended September 30, 2015

Number of Loans Pre-Modification Post-Modification

Recorded Investment Recorded Investment

1-4 family residential
Senior lien 2 127 127
Total 2 $127 $127
The troubled debt restructurings described above did not have a material impact to the allowance for loan losses and
did not result in any additional charge-offs during the nine months ending September 30, 2015.

For the Nine Months Ended September 30, 2014
Pre-Modification Post-Modification

Number of Loans
Recorded Investment Recorded Investment

Construction, land & development 1 $5,013 $5,013
1-4 family residential

Jr. lien & lines of credit 1 34 34
Total 2 $5,047 $5,047

The troubled debt restructurings described above did not have a material impact to the allowance for loan losses and
did not result in any additional charge-offs during the nine months ending September 30, 2014.

A loan is considered to be in payment default once it is 90 days contractually past due under the modified terms. In the
nine months ending September 30, 2015 and the nine months ending September 30, 2014 there were no loans
modified as troubled debt restructurings for which there was a payment default within twelve months following the
modification.

The Company evaluates loan modifications to determine if the modification constitutes a troubled debt restructure. A
loan modification constitutes a troubled debt restructure if the borrower is experiencing financial difficulty and the
Company grants a concession it would not otherwise consider. In order to determine whether a borrower is
experiencing financial difficulty, an evaluation is performed of the probability that the borrower will be in payment
default on any of its loans with the Company’s debt in the foreseeable future without the modification. This evaluation
is performed under the Company’s internal underwriting guidelines. TDRs are separately identified for impairment
disclosures. If a loan is considered to be collateral dependent loan, the TDR is reported, net, at the fair value of the
collateral.
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The following tables present data on impaired loans:

September 30, 2015

Recorded
Investment

Loans with no related allowance recorded:

Commercial
Closed-end

Line of credit
Agricultural & AG RE
Construction, land & development
CRE - all other

Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

Jr. lien & lines of credit
Consumer

Subtotal

Loans with an allowance recorded:

Commercial
Closed-end

Line of credit
Agricultural & AG RE
Construction, land & development
CRE - all other

Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

Jr. lien & lines of credit
Consumer

Subtotal

Total

15

$24

305
111

449

$136

217

467
3,630

1,017
187

5,654
$6,103

Unpaid
Principal
Balance

305
111

449

$136

508

735
4,509

1,342
187

7,417
$7,866

Related
Allowance

$86

65

186
489

332
33

1,191
$1,191

Average
Recorded
Investment

$16

461

131
1,089

319
114

2,130

$282

132

676
3,236

1,120
222
5,668
$7,798

Interest
Income
Recognized

$1

O\|-l>»—k

$2

12

37
$43

Cash Basis

Interest

Recognized

$1

O\|-l>»—k

$2

[E——

11

32
$38
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December 31, 2014

Recorded
Investment

Loans with no related allowance recorded:

Commercial
Closed-end

Line of credit
Agricultural & AG RE
Construction, land & development
CRE - all other

Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

Jr. lien & lines of credit
Consumer

Subtotal

Loans with an allowance recorded:

Commercial
Closed-end

Line of credit
Agricultural & AG RE
Construction, land & development
CRE - all other

Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

Jr. lien & lines of credit
Consumer

Subtotal

Total

$5

648

221
4,354

319
120

5,667

$459

174

766
620

1,352
265
3,636
$9,303

Unpaid
Principal
Balance

$5

1,122

261
4,753

319
120

6,580

$459

332

901
620

1,352
276
3,940
$10,520

Related
Allowance

$430

126

138
78

660
123
1,555
$1,555

Average
Recorded
Investment

$15

221

3,337
4,084

1,931
142

9,730

$1,228
940

3,833

3,305
7,737

2,032
268
19,343
$29,073

Interest
Income
Recognized

N W

106

36
10
54
$160

Cash Basis
Interest
Recognized

[

104

$4

32

9

45
$149

The Company determined that there were $0.1 million of loans that were classified as impaired but were considered to
be performing (i.e., loans which are accruing interest) loans at September 30, 2015 compared to $1.6 million at

December 31, 2014.
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The following table represents information related to loan portfolio aging:

September 30, 2015

Commercial
Closed-end

Line of credit
Agricultural & AG RE
Construction, land

& development

CRE - all other

Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

Jr. lien & lines of credit
Consumer

Total

December 31, 2014

Commercial
Closed-end

Line of credit
Agricultural & AG RE
Construction, land

& development

CRE - all other

Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

Jr. lien & lines of credit
Consumer

Total

30 - 59 Days
Past Due

$373

33

1,480
416

2
$2,304

30 - 59 Days
Past Due

$38

150
231

319
153

1,172
423

$2,486

60 - 89 Days
Past Due

$49

371
461

48

$929

60 - 89 Days
Past Due

$—

$516

90 Days Past
Due or
Nonaccrual

$160

217

475
3,629

1,298
231

$6,010

90 Days Past
Due or
Nonaccrual

$450

822

739
4,354

1,068
316

$7,749

Total Past
Due

$582

33
217

846
4,090

2,826
647

2
$9,243

Total Past
Due

$488

150
1,053

1,233
4,507

2,517
803

$10,751

Current

$23,276
42,252
46,290

24,627

158,750
208,968

51,472
43,787
3,253
$602,675

Current

$18,747
42,326
53,043

12,807

141,089
168,384

58,151
45,001
2,901
$542,449

Total Loans

$23,858
42,252
46,323

24,844

159,596
213,058

54,298
44,434
3,255
$611,918

Total Loans

$19,235
42,326
53,193

13,860

142,322
172,891

60,668
45,804
2,901
$553,200

Nonperforming loans include both smaller balance homogeneous loans that are collectively evaluated for impairment
and individually classified impaired loans. There were no loans past due over 90 days and still accruing interest at
September 30, 2015 or for the year ending December 31, 2014.

Note 5. Fair Value

The Company measures, monitors, and discloses certain of its assets and liabilities on a fair value basis. Fair value is
defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.
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The Company maximizes the use of observable inputs and minimizes the use of unobservable inputs when measuring
fair value. Fair value guidance establishes a fair value hierarchy that prioritizes the inputs used to measure fair value
into three broad levels

17
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based on the reliability of the input assumptions. The hierarchy gives the highest priority to level 1 measurements and
the lowest priority to level 3 measurements and the categorization of where an asset or liability falls within the
hierarchy is based on the lowest level of input that is significant to the fair value measurement. The three levels of the
fair value hierarchy are defined as follows:

Level 1 - Unadjusted quoted prices for identical assets or liabilities traded in active markets.

Level 2 - Observable inputs other than level 1 prices, such as quoted prices for similar instruments; quoted prices in
markets that are not active; or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the asset or liability.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets or liabilities.

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

Securities

Available for Sale Securities. The fair value of securities available for sale is 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). If
the securities could not be priced using quoted market prices, observable market activity or comparable trades, the
financial market was considered not active and the assets were classified as Level 3.

Single Issue Trust Preferred. In 2010 the Company purchased single-issue trust preferred securities that are classified
as available for sale. With respect to these securities, the Company looks at rating agency actions, payment history,
the capital levels of the banks and the financial performance as filed in regulatory reports. At December 31, 2014, the
Company still held $0.8 million of these securities. During 2015, the last of the Company’s single-issue trust preferred
securities were called and at September 30, 2015 none were held in the securities portfolio.

Assets and Liabilities Measured at Fair Value on a Recurring Basis

The following table summarizes, by measurement hierarchy, the various assets and liabilities of the Company that are
measured at fair value on a recurring basis:

Quoted Prices in Significant Significant
. . Other
Carrying Active Markets Unobservable
. Observable
Amount For Identical Assets Tnputs Inputs
(Level 1) (Level 2) (Level 3)
September 30, 2015
U.S. government agencies $40,924 $— $40,924 $—
State and political subdivisions 14,890 — 14,890 —
U.S. government agency residential
mortgage-backed securities 128,964 — 128,964 —
Collateralized mortgage obligations:
Agency 18,876 — 18,876 —
Equities 2,776 — 2,776 —
Available-for-sale securities $206,430 $— $206,430 $—
18
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Quoted Prices in

Carrying
Amount
(Level 1)

December 31, 2014
U.S. government agencies $21,109 $—
State and political subdivisions 9,028 —
U.S. government agency residential
mortgage-backed securities 99,668 —
Collateralized mortgage obligations:
Agency 38 —
Equities 2,736 —
Collateralized debt obligations:
Single Issue 762 —
Corporate 2,030 —
Available-for-sale securities $135,371 $—

Active Markets
For Identical Assets

Significant
Other
Observable
Inputs
(Level 2)

$21,109
9,028

99,668

38
2,736

762
2,030
$135,371

Significant
Unobservable
Inputs

(Level 3)

$—

$—

There were no transfers between Level 1 and Level 2 during the first nine months of 2015 and all of 2014.
Assets and Liabilities Measured at Fair Value on a Recurring Basis Using Significant Unobservable Inputs

The following table reconciles the beginning and ending balances of the assets of the Company that are measured at

fair value on a recurring basis using significant unobservable inputs. There currently are no liabilities of the Company
that are measured at fair value on a recurring basis using significant unobservable inputs.
Securities Available for Sale

Beginning balance, January 1

Transfers into Level 3

Total gains or losses (realized/unrealized) included in earnings

Sales

Security impairment
Payment received
Other changes in fair value

Included in other comprehensive income
Ending Balance, September 30

CDOs
2015
$—

2014
$169

(169

For the period ended September 30, 2015, the Company did not have any assets measured at fair value on a recurring
basis using significant unobservable inputs.
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Assets Measured at Fair Value on a Non-Recurring Basis

The following table summarizes, by measurement hierarchy, financial assets of the Company that are measured at fair
value on a non-recurring basis.

September 30, 2015
Impaired loans

Carrying
Amount

CRE - construction, land & development $151

OREO property

CRE - construction, land & development 3,585

CRE - all other
Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

December 31, 2014
Impaired loans

CRE - all other
Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

OREO property

455
1,461

169

Carrying
Amount

$184
542

201

CRE - construction, land & development 2,823

CRE - all other
Owner occupied
Non-owner occupied
1-4 family residential
Senior lien

488
1,111

47

Quoted Prices in
Active Markets

For Identical Assets
(Level 1)

$—

Quoted Prices in
Active Markets

For Identical Assets
(Level 1)

Significant

Other

Observable Inputs
(Level 2)

$—

Significant

Other

Observable Inputs
(Level 2)

Significant
Unobservable
Inputs

(Level 3)
$151

3,585

455
1,461

169
Significant
Unobservable

Inputs
(Level 3)

$184
542

201
2,823

488
1,111

47

At the time a loan is considered impaired, it is valued at the lower of cost or fair value. Impaired loans carried at fair
value generally receive specific allocations of the allowance for loan losses. For collateral dependent loans, fair value
is commonly 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 independent appraisers to adjust for differences
between the comparable sales and income data available. Such adjustments are usually significant and typically result
in a Level 3 classification of the inputs for determining fair value. Non-real estate collateral may be valued using an
appraisal, net book value per the borrower’s financial statements, or aging reports, adjusted or discounted based on
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management’s historical knowledge, changes in market conditions from the time of the valuation, and management’s
expertise and knowledge of the client and client’s business, resulting in a Level 3 fair value classification. Impaired
loans are evaluated on a quarterly basis for additional impairment and adjusted accordingly.
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Impaired loans had a carrying amount of $0.2 million at September 30, 2015, with no specific loan loss allocation and
no effect on the provision for loan losses for the nine month period. In 2014 impaired loans had a carrying amount of
$0.9 million with a specific loan loss allocation of $0.5 million during 2014, resulting in an additional provision for
loan losses of $0.5 million for the year ended December 31, 2014. The majority of the Bank's impaired loans are
collateralized by real estate.

Assets acquired through or instead of loan foreclosure are initially recorded at fair value less costs to sell when
acquired, establishing a new cost basis. Any write-downs in the carrying value of a property at the time of acquisition
are charged against the allowance for loan losses. These assets are subsequently accounted for at lower of cost or fair
value less estimated costs to sell. Management periodically reviews the carrying value of other real estate owned. Any
write-downs of the properties subsequent to acquisition, as well as gains or losses on disposition and income or
expense from the operations of other real estate owned, are recognized in operating results in the period they are
realized. Fair value is commonly 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 independent appraisers to adjust for differences between the comparable
sales and income data available. Such adjustments are usually significant and typically result in a Level 3
classification of the inputs for determining fair value.

OREO properties measured at fair value, less costs to sell, had a net carrying amount of $5.7 million which is made up
of the outstanding balance of $7.5 million, net of a valuation allowance of $1.8 million at September 30, 2015. This
compares to 2014 when OREO properties with an outstanding balance of $6.0 million was written down to a fair
value of $4.5 million.

The following table presents quantitative information about Level 3 fair value measurements for financial instruments
measured at fair value on a non-recurring basis at September 30, 2015 and December 31, 2014:

Fair Valuation Range

September 30, 2015 Value Technique Unobservable Inputs (Weighted Average)

Sales . .

. . Adjustment for differences
Impaired loans comparison
between comparable sales

approach
CRE - construction, land & $151 10% - 55% (49%)
development
OREO property
CRE - construction, land & 3.585 5% - 70% (22%)
development
CRE - all other
Owner occupied 455 5% - 50% (15%)
Non-owner occupied 1,461 5% - 50% (17%)
1-4 family residential
Senior lien 169 6% - 55% (39%)
21
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December 31, 2014 Fair Valuat.lon Unobservable Inputs
Value Technique
Sales . .
. . Adjustment for differences
Impaired loans comparison
between comparable sales
approach
CRE - all other
Owner occupied $184
Non-owner occupied 542
1-4 family residential
Senior lien 201
OREO property
CRE - construction, land & $2.823
development
CRE - all other
Owner occupied 488
Non-owner occupied 1,111
1-4 family residential
Senior lien 47

The estimated fair values of the Company’s financial instruments are as follows:

Range

(Weighted Average)

10% - 55% (19%)
10% - 55% (11%)

10% - 60% (57%)

5% - T70% (25%)

15% - 55% (21%)
5% - 50% (20%)

6% - 55% (38%)

Fair Value measurements at September 30, 2015 Using

Carrying Value Level 1 Level 2
Financial assets
Cash and cash equivalents $45,686 $45,686 $—
Securities 206,430 — 206,430
Restricted securities 8,271 — —
Loans held for sale 214 — 230
Net loans 603,515 — —
Accrued interest receivable 2,796 — 742
Financial liabilities
Deposits $709,535 $— $709,884
Federal funds purchased and
securities sold under
agreements to repurchase 18,869 — 18,869
Federal Home Loan Bank advances 105,000 — 105,421
Subordinated debentures 20,620 — —
Series B mandatory redeemable
preferred stock 268 — 274
Accrued interest payable 286 — 274

22

Level 3

$—

610,593
2,054

Total

$45,686
206,430
NA

230
610,593
2,796

$709,884
18,869
105,421

12,655

274
286
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Fair Value measurements at December 31, 2014 Using

Carrying Value Level 1 Level 2 Level 3 Total
Financial assets
Cash and cash equivalents $49.167 $44,167 $5,000 $— $49,167
Securities 135,371 — 135,371 — 135,371
Restricted securities 6,102 — — — NA
Loans held for sale 364 — 379 — 379
Net loans 545,219 — — 553,447 553,447
Accrued interest receivable 2,417 — 336 2,081 2,417
Financial liabilities
Deposits $698,824 $— $699.471 $— $699.471
Federal funds purchased and
securities sold under
agreements to repurchase 26,691 — 26,691 — 26,691
Federal Home Loan Bank advances 20,000 — 20,546 — 20,546
Notes payable 10,250 — — 10,264 10,264
Subordinated debentures 20,620 — — 13,851 13,851
Series B mandatory redeemable
preferred stock 268 — 268 — 268
Accrued interest payable 5,142 — 369 4,773 5,142

Other assets and liabilities of the Company that are not defined as financial instruments are not included in the above
disclosures, such as property and equipment. In addition, nonfinancial instruments typically not recognized in
financial statements nevertheless may have value but are not included in the above disclosures. These include, among
other items, the estimated earning potential of core deposit accounts, the earnings potential of loan servicing rights,
the earnings potential of the trust operations, customer goodwill and similar items.

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

(a) Cash and Cash Equivalents

The carrying amounts of cash and short-term instruments approximate fair values and are classified as either Level 1
or Level 2. As of September 30, 2015 and December 31, 2014; $45.7 million and $44.2 million was classified as
Level 1.

(b) Restricted securities

It is not practical to determine the fair value of restricted securities due to the restrictions placed on its transferability.
(c) Loans

Fair values of loans, excluding loans held for sale, are estimated as follows: Fair values for loans are estimated using
discounted cash flow analyses, using interest rates currently being offered for loans with similar terms to borrowers of
similar credit quality resulting in a Level 3 classification. Impaired loans are valued at the lower of cost or fair value
as described previously. The methods utilized to estimate the fair value of loans do not necessarily represent an exit
price.

The fair value of loans held for sale is estimated based upon binding contracts and quotes from third party investors
resulting in a Level 2 classification.

(d) Deposits

The fair values disclosed for demand deposits (e.g., interest and non-interest checking, passbook savings, and certain
types of money market accounts) are, by definition, equal to the amount payable on demand at the reporting date (i.e.,
their carrying amount) resulting in a Level 2. Fair values for fixed rate certificates of deposit are estimated using a
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discounted cash flows calculation that applies interest rates currently being offered on certificates to a schedule of
aggregated expected monthly maturities on time deposits resulting in a Level 2 classification.
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(e) Short-term Borrowings

The carrying amounts of federal funds purchased, borrowings under repurchase agreements, and other short-term
borrowings, generally maturing within ninety days, approximate their fair values resulting in a Level 2 classification.
(f) Other Borrowings

The fair values of the Company’s long-term borrowings are estimated using discounted cash flow analyses based on
the current borrowing rates for similar types of borrowing arrangements resulting in a Level 2 classification.

The fair values of the Company’s Subordinated Debentures are estimated using discounted cash flow analyses based
on the current borrowing rates for similar types of borrowing arrangements resulting in a Level 3 classification.

(g) Accrued Interest Receivable/Payable

The carrying amounts of accrued interest approximate fair value resulting in a Level 2 or Level 3 classification which
is consistent with the underlying asset/liability they are associated with.

(h) Off-balance Sheet Instruments

Fair values for off-balance sheet, credit-related financial instruments are based on fees currently charged to enter into
similar agreements, taking into account the remaining terms of the agreements and the counterparties’ credit standing.
The fair value of commitments is not material.

Note 6. Borrowed Funds and Debt Obligations

The scheduled maturities of advances from the FHLB at September 30, 2015 and December 31, 2014 are as follows:

September 30, 2015 December 31, 2014
Average Average

Year Interest Amount Interest Amount
Rate Rate

2015 0.18 % 85,000 — % —

2016 1.66 15,000 1.66 15,000

2017 — — — —

2018 3.64 5,000 3.64 5,000
0.56 $105,000 2.16 $20,000

At September 30, 2015 and December 31, 2014 no FHLB advances had any call provisions. The Company had no

variable rate advances at September 30, 2015 and year-end 2014. The advances are at fixed rates ranging from 0.18%

to 3.64% for the month ended September 30, 2015 and 1.66% to 3.64% at year-end 2014.

Notes payable consisted of the following for the periods ending at September 30, 2015 and December 31, 2014:
September 30, 2015 December 31, 2014

Term note ($250) from MB Financial; interest due quarterly at the 90-day

LIBOR plus 2.95% with a floor of 6.50% at year-end 2014; secured by

100% of the stock of Centrue Bank. The balance was settled on March 31, $— $250
2015.
Subordinated debt note ($10,000) from MB Financial; interest due quarterly
at the 90-day LIBOR plus 2.95%, which was 3.19% at December 31, 2014. $— $10,000
The balance was settled on March 31, 2015.

$— $10,250

During the nine month period ended September 30, 2015, in connection with the Company completing a $76.0 million
recapitalization event on March 31, 2015, a settlement of obligations involving MB Financial was reached in which
the Company recognized a gain of $1.8 million representing the difference between the fair value of the consideration
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issued in the settlement transaction and the carrying value of the amounts due MB Financial. As a result, the gain has
been included as ‘‘Gain on
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extinguishment of debt’” within income from continuing operations in the accompanying Consolidated Statements of
Income (Loss) for the period ended September 30, 2015. See Note 1 for additional disclosure related to the
recapitalization event.

As of December 31, 2014, the Company had $10.3 million outstanding per a loan agreement dated March 31, 2008.
Note 7. Income Taxes

In accordance with current income tax accounting guidance, the Company assessed whether a valuation allowance
should be established against their deferred tax assets (DTAs) based on consideration of all available evidence using a
“more likely than not” standard. The most significant portions of the deductible temporary differences relate to (1) net
operating loss carryforwards and (2) the allowance for loan losses.

In assessing the need for a valuation allowance, both the positive and negative evidence about the realization of DTAs
were evaluated. The ultimate realization of DTAs is based on the Company’s ability to carryback net operating losses
to prior tax periods, tax planning strategies that are prudent and feasible, the reversal of deductible temporary
differences that can be offset by taxable temporary differences and future taxable income.

After evaluating all of the factors previously summarized and considering the weight of the positive evidence
compared to the negative evidence, the Company has determined a full valuation adjustment was necessary as of
September 30, 2015 and December 31, 2014.

Below is a summary of items included in the deferred tax inventory as of September 30, 2015 and December 31,

2014

Deferred tax assets

September 30, 2015

December 31, 2014

Allowance for loan losses $3,268 $3,107

Deferred compensation, other 77 104

Stock based expense 130 130

Net operating loss carryforwards 35,204 36,955

Deferred tax credits 696 697

OREO valuation allowance 1,102 1,080

Donation carryforward 232 232

Capital loss carryforward — 4

Other 45 45

Total deferred tax assets 40,754 42,354

Deferred tax liabilities

Depreciation $(50 ) $(41 )
Adjustments arising from acquisitions (227 ) (502 )
Mortgage servicing rights (844 ) (872 )
Securities available-for-sale (101 ) (166 )
Federal Home Loan Bank dividend received in stock (450 ) (451 )
Deferred loan fees & costs (397 ) (373 )
Prepaid expenses (190 ) (190 )
Total deferred tax liabilities (2,259 ) (2,595 )
Valuation allowance (38,495 ) (39,759 )
Net deferred tax assets $— $—

Note 8. Share Based Compensation
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In April 2003, the Company adopted the 2003 Option Plan. Under the 2003 Option Plan, as amended on April 24,
2007, nonqualified options, incentive stock options, restricted stock and/or stock appreciation rights may be granted to
employees and outside directors of the Company and its subsidiaries to purchase the Company's common stock at an
exercise price to be determined by the executive and compensation committee. Pursuant to the 2003 Option Plan,
19,000 shares of the Company's unissued common stock had been reserved and were available for issuance upon the
exercise of options and rights granted under the 2003 Option Plan. The granted options have an exercise period of
seven to ten years from the date of grant.
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In May 2015, the Company adopted the 2015 Stock Compensation Plan. Under the 2015 Stock Compensation Plan
nonqualified options, incentive stock options, restricted stock and/or stock appreciation rights may be granted to
employees and outside directors of the Company and its subsidiaries to purchase the Company's common stock at an
exercise price to be determined by the compensation committee. A total of 430,000 shares have been made available
under this plan.

No options or restricted stock were granted or exercised for the nine months ended September 30, 2015 and none were
granted or exercised for the year ended December 31, 2014.

There was no compensation cost charged against income for the stock options portion of the equity incentive plans for
the nine months ended September 30, 2015 and for the year ended December 31, 2014.

The fair value of each option award is estimated on the date of grant using a closed form option valuation
(Black-Scholes) model that uses the assumptions noted in the table below. Expected volatilities are based on historical
volatilities of the Company’s common stock prior to its deregistration. The Company uses historical data to estimate
option exercise and post-vesting termination behavior. (Employee and management options are tracked separately.)
The expected term of options granted is based on historical data and represents the period of time that options granted
are expected to be outstanding, which takes into account that the options are not transferable. The risk-free interest
rate for the expected term of the option is based on the U.S. Treasury yield curve in effect at the time of the grant.
There were no options granted for the nine months ended September 30, 2015 and the year ended December 31, 2014.
A status summary of the option plan as of September 30, 2015 and changes during the period ended on that date are
presented below:

Weighted-Average

Weighted-Average Aggregate Intrinsic

Shares Exercise Price Remaining . Value
Contractual Life
Outstanding at January 1, 2015 6,063 $447.19
Granted — —
Exercised — —
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