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Securities registered pursuant to section 12(b) of the Act : common stock, without par value

Securities registered pursuant to section 12(g) of the Act : none

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
   Yes ☐   No ☑

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.  Yes ☐   No ☑

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by sections 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 ☑ 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
(§232.405 of this chapter) during the preceding 12 months (or such shorter period that the registrant was required to
submit and post such files). Yes ☑ No ☐

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ☐

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 definition of “accelerated filer,” “large accelerated filer” and“ smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one): 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 ☐ No ☑

The aggregate market value on June 30, 2015 of common stock held by non-affiliates of the registrant was
approximately $67.5 million. As of March 9, 2016, there were 1,877,379 shares of common stock issued and
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outstanding.

Documents Incorporated by Reference     Portions of the registrant’s definitive proxy statements for the 2016
Annual Meeting of Shareholders are incorporated by reference in Part III of this report. Portions of the Annual Report
to Shareholders for the year ended December 31, 2015 are incorporated by reference into Part I and Part II of this
report.

1

Edgar Filing: MIDDLEFIELD BANC CORP - Form 10-K

3



MIDDLEFIELD BANC CORP.

YEAR ENDED DECEMBER 31, 2015

INDEX TO FORM 10-K

Page
Part I

Item 1. Business 3
Item
1A. Risk Factors 19

Item 1B.Unresolved Staff Comments 23
Item 2. Properties 24
Item 3. Legal Proceedings 25
Item 4. Mine Safety Disclosures 25

Part II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of EquitySecurities 25

Item 6. Selected Financial Data 25
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 25
Item
7A. Quantitative and Qualitative Disclosures about Market Risk 25

Item 8. Financial Statements and Supplementary Data 25
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 25
Item
9A. Controls and Procedures 26

Item 9B.Other Information 26

Part III

Item 10. Directors, Executive Officers of the Registrant, and Corporate Governance 26
Item 11. Executive Compensation 26
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters   26
Item 13. Certain Relationships, Related Transactions, and Director Independence 26
Item 14. Principal Accountant Fees and Services 26

Part IV

Item 15. Exhibits and Financial Statement Schedules 27

SIGNATURES

Edgar Filing: MIDDLEFIELD BANC CORP - Form 10-K

4



2

Edgar Filing: MIDDLEFIELD BANC CORP - Form 10-K

5



Item 1 — Business

Middlefield Banc Corp. Incorporated in 1988 under the Ohio General Corporation Law, Middlefield Banc Corp.
(“Company”) is a bank holding company registered under the Bank Holding Company Act of 1956. The Company’s
subsidiaries are:

1.

The Middlefield Banking Company (“MBC”), an Ohio-chartered commercial bank that began operations in 1901.
MBC engages in a general commercial banking business in northeastern and central Ohio. The principal executive
office is located at 15985 East High Street, Middlefield, Ohio 44062-0035, and its telephone number is
(440) 632-1666.

2.
EMORECO Inc., an Ohio asset resolution corporation headquartered in Middlefield, Ohio. EMORECO engages in
the resolution and disposition of troubled assets in central Ohio. The principal executive office is located at 15985
East High Street, Middlefield, Ohio 44062-0035, and its telephone number is (440) 632-1666.

The Middlefield Banking Company MBC was chartered under Ohio law in 1901. MBC offers customers a broad
range of banking services including checking, savings, negotiable order of withdrawal (“NOW”) accounts, money
market accounts, time certificates of deposit, commercial loans, real estate loans, a variety of consumer loans, safe
deposit facilities, and travelers’ checks. MBC offers online banking and bill payment services to individuals and online
cash management services to business customers through its website at www.middlefieldbank.com.

Engaged in general commercial banking in northeastern and central Ohio, MBC offers these services principally to
small and medium-sized businesses, professionals, small business owners, and retail customers. MBC has developed a
marketing program to attract and retain consumer accounts and to match banking services and facilities with the needs
of customers.

MBC’s loan products include operational and working capital loans, loans to finance capital purchases, term business
loans, residential construction loans, selected guaranteed or subsidized loan programs for small businesses,
professional loans, residential and mortgage loans, and consumer installment loans to purchase automobiles, boats,
make home improvements, and other personal expenditures. Although the bank makes agricultural loans, it currently
has no significant agricultural loans.

EMORECO Organized in 2009 as an Ohio corporation under the name EMORECO, Inc. and wholly owned by the
Company, the purpose of the asset resolution subsidiary is to maintain, manage, and dispose of nonperforming loans
and other real estate owned (“OREO”) acquired by the subsidiary bank as the result of borrower default on real
estate-secured loans. At December 31, 2015, EMORECO’s assets consist of one nonperforming loan and five OREO
properties. According to Federal law governing bank holding companies, the real estate must be disposed of within

Edgar Filing: MIDDLEFIELD BANC CORP - Form 10-K

6



two years of acquisition, although limited extensions may be granted by the Federal Reserve Bank. Per federal law, a
holding company subsidiary has limited real estate investment powers. EMORECO may only manage and maintain
property and may not improve or develop property without advance approval of the Federal Reserve Bank.

Market Area MBC’s market area in northeastern Ohio consists principally of Geauga, Portage, Lake, Trumbull, and
Ashtabula Counties. Benefitting from the area’s proximity to Cleveland and Warren, population and income levels
have maintained steady growth over the years. MBC’s two central Ohio branches are located in Dublin and Westerville
in Franklin County, north of Columbus. 

Forward-looking Statements This document contains forward-looking statements (as defined in the Private
Securities Litigation Reform Act of 1995) about the Company and subsidiaries. Information incorporated in this
document by reference, future filings by the Company on Form 10-Q and Form 8-K, and future oral and written
statements by the Company and its management may also contain forward-looking statements. Forward-looking
statements include statements about anticipated operating and financial performance, such as loan originations,
operating efficiencies, loan sales, charge-offs and loan loss provisions, growth opportunities, interest rates, and deposit
growth. Words such as “may,” “could,” “should,” “would,” “believe,” “anticipate,” “estimate,” “expect,” “intend,” “project,” “plan,” and
similar expressions are intended to identify these forward-looking statements.

Forward-looking statements are necessarily subject to many risks and uncertainties. A number of things could cause
actual results to differ materially from those indicated by the forward-looking statements. These include the factors we
discuss immediately below, those addressed under the caption “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” other factors discussed elsewhere in this document or identified in our filings
with the Securities and Exchange Commission, and those presented elsewhere by our management from time to time.
Many of the risks and uncertainties are beyond our control. The following factors could cause our operating and
financial performance to differ materially from the plans, objectives, assumptions, expectations, estimates, and
intentions expressed in forward-looking statements:

•  the strength of the United States economy in general and the strength of the local economies in which we conduct
our operations; general economic conditions, either nationally or regionally, may be less favorable than we expect,
resulting in a deterioration in the credit quality of our loan assets, among other things

• the effects of, and changes in, trade, monetary and fiscal policies and laws, including interest-rate policies of the
Federal Reserve Board

• inflation, interest rate, market, and monetary fluctuations
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•  the development and acceptance of new products and services of the Company and subsidiaries and the perceived
overall value of these products and services by users, including the features, pricing, and quality compared to
competitors’ products and services
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• the willingness of users to substitute our products and services for those of competitors

• the impact of changes in financial services laws and regulations (including laws concerning taxes, banking, securities,
and insurance)

• changes in consumer spending and saving habits

Forward-looking statements are based on our beliefs, plans, objectives, goals, assumptions, expectations, estimates,
and intentions as of the date the statements are made. Investors should exercise caution because the Company cannot
give any assurance that its beliefs, plans, objectives, goals, assumptions, expectations, estimates, and intentions will be
realized. The Company disclaims any obligation to update or revise any forward-looking statements based on the
occurrence of future events, the receipt of new information, or otherwise.

Lending — Loan Portfolio Composition and Activity. The Bank makes residential and commercial mortgage, home
equity, secured and unsecured consumer installment, commercial and industrial, and real estate construction loans for
owner-occupied and rental properties. The Bank’s Credit Policy aspires to a loan composition mix consisting of
approximately 40% to 50% consumer purpose transactions including residential real estate loans, home equity loans
and other consumer loans. The Policy is also designed to provide for 35% to 40% of total loans as business purpose
commercial loans and business and consumer credit card accounts of up to 5% of total loans.

Although Ohio law imposes no material restrictions on the types of loans the Bank may make, real estate-based
lending has historically been the primary focus. For prudential reasons, we avoid lending on the security of real estate
located outside our market area. Ohio law does restrict the amount of loans an Ohio-chartered bank may make,
generally limiting credit to any single borrower to less than 15% of capital. An additional margin of 10% of capital is
allowed for loans fully secured by readily marketable collateral. This 15% legal lending limit has not been a material
restriction on lending. We can accommodate loan volumes exceeding the legal lending limit by selling loan
participations to other banks. As of December 31, 2015, MBC’s 15%-of-capital limit on loans to a single borrower was
approximately $10.9 million.

The Bank offers specialized loans for business and commercial customers, including equipment and inventory
financing, real estate construction loans and Small Business Administration loans for qualified businesses. A
substantial portion of the Bank’s commercial loans are designated as real estate loans for regulatory reporting purposes
because they are secured by mortgages on real property. Loans of that type may be made for purposes of financing
commercial activities, such as accounts receivable, equipment purchases and leasing, but they are secured by real
estate to provide the Bank with an extra measure of security. Although these loans might be secured in whole or in
part by real estate, they are treated in the discussions to follow as commercial and industrial loans. The Bank’s
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consumer installment loans include secured and unsecured loans to individual borrowers for a variety of purposes,
including personal, home improvements, revolving credit lines, autos, boats, and recreational vehicles.     

The following table shows on a consolidated basis the composition of the loan portfolio in dollar amounts and in
percentages along with a reconciliation to loans receivable, net.

Loan Portfolio Composition at December 31,

2015 2014 2013 2012 2011

(Dollars in
thousands) Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

Type of
loan:
Commercial
and
industrial

$42,536 7.97 % $34,928 7.42 % $54,498 12.51% $62,188 15.23% $59,185 14.73%

Real estate
construction 22,137 4.15 30,296 6.44 25,601 5.88 22,522 5.51 21,545 5.36

Mortgage:
Residential 232,478 43.56 210,096 44.65 210,310 48.27 203,872 49.92 208,139 51.79
Commercial 231,701 43.41 190,685 40.52 141,171 32.40 115,734 28.34 108,502 27.00
Consumer
installment 4,858 0.91 4,579 0.97 4,145 0.94 4,117
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