
To Our Shareholders:

Southern Michigan Bancorp, Inc. reported net income of $1,513,000, or $0.66 per share, for the first quarter of 2020.  Our results for the period 
represent a decrease of approximately 21 percent, compared to net income of $1,920,000, or $0.83 per share, reported for the first quarter of 
2019.  First quarter earnings were primarily impacted by providing $1,000,000 for provision expense during the first quarter.  

Southern’s asset quality metrics remained strong at March 31, 2020, however, the overall impact of COVID-19 on the economy and our 
customers is unknown.  Given this uncertainty, we believed it prudent to increase our provision for loan losses during the quarter.  

Southern’s annualized return on average assets for the three-month period ending March 31, 2020 was 0.73 percent, down from first quarter of 
2019 results of 1.01 percent.  Our annualized return on average equity was 7.06 percent for the first quarter of 2020, compared to 10.03 percent 
for the first quarter of 2019.  The tax equivalent net interest margin was 3.49 percent compared to 3.72 percent for the same period last year.  We 
are anticipating ongoing improvement in our net interest margin throughout this year as higher cost funding sources either reprice downward or 
are paid off and not renewed at maturity.  

Delinquent loan totals decreased year over year to 0.79 percent of total loans as of March 31, 2020, down from 0.97 percent as of March 31, 
2019.  Loans past due 30-89 days were modest, totaling $725,000, or 0.13 percent of total loans at quarter end, and no loans were more than 90 
days past due. Net loan losses for the quarter totaled only $7,000.  The allowance for loan losses at March 31, 2020 was $6.18 million, or 1.10 
percent of total loans as compared to $5.18 million, or 0.92 percent of total loans as of December 31, 2019.

Once it became apparent that Michigan was going to be hit hard by COVID-19, we took steps to plan and coordinate what measures needed to be 
taken to provide critical services while keeping employees and customers safe.  In a matter of days, branch offices transitioned to drive-thru 
services and social distancing was implemented.  Through extraordinary collaboration across our departments, regions and individual employees, 
we were able to assist numerous customers with mortgage loan payment questions and deferments, process government stimulus deposits, 
actively support the SBA Paycheck Protection Program by submitting applications on behalf of more than 500 customers at the time of this 
writing, all while handling twice our normal call volumes through our call center. 

We are working on rescheduling our 2020 annual shareholders’ meeting this summer and will communicate with you once arrangements have 
been finalized.  

I want to recognize our employees who continue to remain focused on meeting our customers’ needs and are here for our neighbors, businesses 
and communities during this unprecedented time.  I am proud of their efforts and all they have accomplished.

Sincerely,

John H. Castle 
Chairman and Chief Executive Officer
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(In thousands, except share data)

SOUTHERN MICHIGAN BANCORP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(A) The balance sheet at December 31, 2019 has been derived from the audited consolidated financial statements at that date.

(         ) (         )

ASSETS
     Cash and cash equivalents
     Federal funds sold
     Securities available for sale
     Loans held for sale
     Gross loans
     Less: Allowance for loan loss
     Net loans

     Premises and equipment, net
     Net cash surrender value of life insurance
     Goodwill 
     Other assets
     Total assets

LIABILITIES 
     Deposits
     Securities sold under agreements to repurchase and overnight borrowings
     Accrued expenses and other liabilities
     Other borrowings
     Subordinated debentures
     Total liabilities

SHAREHOLDERS’ EQUITY
     Preferred stock, 100,000 shares authorized; none issued or outstanding
     Common stock, $2.50 par value
         Authorized - 5,000,000 shares
         Issued and outstanding – 2,311,307 shares in 2020
         (2,314,878 shares in 2019) 
     Additional paid-in capital
     Retained earnings
     Accumulated other comprehensive income/(loss), net
     Unearned employee stock ownership plan shares
     Total shareholders’ equity
     Total liabilities and shareholders’ equity

March 31,
2020

(Unaudited)

(      )
(      )

(      )
(    )

SOUTHERN MICHIGAN BANCORP, INC. BOARD OF DIRECTORS DIRECTORS EMERITUS

Inquiries regarding stock certificate 
administration, address changes, transfers, 
and other related services should be 
directed to:

American Stock Transfer and Trust 
Company, LLC
Website: www.astfinancial.com
Phone: (718) 921-8124
Toll Free: (800) 937-5449
Email: info@amstock.com
Address: 6201 15th Avenue
 Brooklyn, NY 11219

INTEREST INCOME

INTEREST EXPENSE
     Net interest income
     Provision for loan losses
     Net interest income after provision for loan losses

NON-INTEREST INCOME
     Service charges on deposit accounts
     Trust fees
     ATM and debit card fee income
     Other
     Total non-interest income

NON-INTEREST EXPENSE
     Salaries and employee benefits
     Occupancy, net
     Equipment
     Professional and outside services
     Software maintenance
     Other
     Total non-interest expense
     Income before income taxes
     Federal income tax provision
NET INCOME

Basic Earnings Per Common Share
Diluted Earnings Per Common Share
Dividends Declared Per Common Share 
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)
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MARKET INFORMATION

D.A. Davidson & Co.
Dublin, Ohio
(800) 394-9230

Stifel, Nicolaus & Company, Inc.
Grand Rapids, Michigan
(800) 676-0477

Boenning & Scattergood
Powell, Ohio
(866) 326-8113

The following brokerage firms make a market for Southern Michigan Bancorp, Inc. stock:

For further information on Southern Michigan Bancorp, Inc. please see the ‘Investor Relations’ 
tab on our website: www.smb-t.com
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