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OHIO 34-1469491
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)

307 North Defiance Street

Archbold, Ohio 43502
(Address of principal Executive offices) (Zip Code)
Registrant s telephone number, including area code (419) 446-2501

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
None None
Securities registered pursuant to Section 12(g) of the Act:

Common shares without par value

(Title of class)

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

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

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or

Section 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 x 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 for such shorter period that the registrant was required to
submit and post such files). Yes x 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. Yes © No x

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. (Check one):

Table of Contents 2



Edgar Filing: FARMERS & MERCHANTS BANCORP INC - Form 10-K

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicated by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

As of June 30, 2013, the aggregate market value of the registrant s common stock held by non-affiliates of the
registrant was $100,384,670.10.

As of February 25, 2014, the Registrant had 5,200,000 shares of common stock issued of which 4,638,438 shares are
outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Part Il of Form 10-K  Portions of the definitive Proxy Statement for the 2012 Annual Meeting of Shareholders of
Farmers & Merchants Bancorp, Inc.
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*% (1) Pursuant to Rule 406T of Regulation S-T, the Interactive Data Files in Exhibit 101 hereto are deemed not
filed or part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of
1933, as amended, are deemed not filed for purposes of Section 18 of the Exchange Act of 1934, as amended, and
otherwise are not subject to liability under those sections.
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Forward Looking Statements

Statements contained in this portion of the Company s annual report may be forward-looking statements, as that term
is defined in the Private Securities Litigation Reform Act of 1995. Forward-looking statements may be identified by
the use of such words as intend, believe, expect, anticipate, should, planned, estimated, and potential.
forward-looking statements are based on current expectations, but may differ materially from those currently
anticipated due to a number of factors, which include, but are not limited to, factors discussed in documents filed by
the Company with the Securities and Exchange Commission from time to time. Other factors which could have a
material adverse effect on the operations of the Company and its subsidiaries which include, but are not limited to,
changes in interest rates, general economic conditions, legislative and regulatory changes, monetary and fiscal policies
of the U.S. Government, including policies of the U.S. Treasury and the Federal Reserve Board, the quality and
composition of the loan or investment portfolios, demand for loan products, deposit flows, competition, demand for
financial services in the Bank s market area, changes in relevant accounting principles and guidelines and other factors
over which management has no control. The forward-looking statements are made as of the date of this report, and the
Company assumes no obligation to update the forward-looking statements or to update the reasons why actual results
could differ from those projected in the forward-looking statements.

PART 1.
ITEM 1. BUSINESS
General

Farmers & Merchants Bancorp, Inc. (Company) is a bank holding company incorporated under the laws of Ohio in
1985. Our primary subsidiary, The Farmers & Merchants State Bank (Bank) is a community bank operating in
Northwest Ohio since 1897. We report our financial condition and net income on a consolidated basis and we report
only one segment.

Our executive offices are located at 307 North Defiance Street, Archbold, Ohio 43502, and our telephone number is
(419) 446-2501.

For a discussion of the general development of the Company s business throughout 2013, please see the portion of
Management s Discussion and Analysis of Financial Condition and Results of Operations captioned 2013 in Review .

Nature of Activities

The Bank s primary service area, Northwest Ohio and Northeast Indiana, continued to experience decreasing
unemployment. After reaching a high of 11% unemployment for Ohio in March 2010 and Indiana reaching its high in
August 2010 at 10.20%, the unemployment rate decreased over the ensuing months and closed the most recent fiscal
year at 6.6% for Ohio and 6.9% for Indiana. Both of the rates remain above the national average of 6.5%. The
agricultural industry continued its strong performance in 2013. Overall, business profits are improving. However, the
origination of new 1-4 family residential and construction loans remains weak. The consumer confidence index
reached a four year high at 73.1% in October. However, it dropped in December to 65.1%. December 2013 ended at
77.5% with confidence appearing to be favorable going into 2014 in terms of rising expectations for an improving
economy.
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The Farmers & Merchants State Bank engages in general commercial banking business. Its activities include
commercial, agricultural and residential mortgage, consumer and credit card lending activities. Because the Bank s
offices are located in Northwest Ohio and Northeast Indiana, a substantial amount of the loan portfolio is comprised of
loans made to customers in the farming industry for such things as farm land, farm equipment, livestock and operating
loans for seed, fertilizer, and feed. Other types of lending activities include loans for home improvements, and loans
for such items as autos, trucks, recreational vehicles, motorcycles. With the expansion into newer market areas, the
most recent increases in loan activity have been in commercial real estate, providing operation lines of credit and
machinery purchases.

The Bank also provides checking account services, as well as savings and time deposit services such as certificates of
deposits. In addition, ATM s (automated teller machines) are provided at most branch locations along with other
independent locations including major employers and hospitals in the market area. The Bank has custodial services for
IRA s (Individual Retirement Accounts) and HSA s (Health Savings Accounts). The Bank provides on-line banking
access for consumer and business customers. For consumers, this includes bill-pay and on-line statement
opportunities. For business customers, it provides the option of electronic transaction origination such as wire and
ACH file transmittal. In addition the Bank offers remote deposit capture or electronic deposit processing. Mobile
banking was added in 2012 and has been widely accepted and used by consumers.

The Bank s underwriting policies, exercised through established procedures, facilitate operating in a safe and sound
manner in accordance with supervisory and regulatory guidance. Within this sphere of safety and soundness, the

Bank s practice has been to avoid promoting innovative, unproven credit products which may not be in the best interest
of the Bank or its customers. The Bank does offer a hybrid loan. Hybrid loans are loans that start as a fixed rate
mortgage but after a set number of years automatically adjust to an adjustable rate mortgage. The Bank offers a three
year fixed rate mortgage after which the interest rate will adjust annually. The majority of the Bank s adjustable rate
mortgages are of this type. In order to offer longer term fixed rate mortgages, the Bank does participate in the Freddie
Mac, Farmer Mac and Small Business Lending programs. The Bank also retains the servicing on these partially or
100% sold loans. In order for the customer to participate in these programs they must meet the requirements

established by these agencies.

The Bank does not have a program to fund sub-prime loans. Sub-prime loans are characterized as a lending program
or strategy that target borrowers who pose a significantly higher risk of default than traditional retail banking
customers.

Following are the characteristics and underwriting criteria for each major type of loan the Bank offers:

Commercial Real Estate: Construction, purchase, and refinance of business purpose real estate. Risks include loan
amount in relation to construction delays and overruns, vacancies, collateral value subject to market value

fluctuations, interest rate, market demands, borrower s ability to repay in orderly fashion, and others. The Bank does
employ stress testing on higher balance loans to mitigate risk by ensuring the customer s ability to repay in a changing
rate environment before granting loan approval.

Agricultural Real Estate: Purchase of farm real estate or for permanent improvements to the farm real estate. Cash
flow from the farm operation is the repayment source and is therefore subject to the financial success of the farm
operation.

Consumer Real Estate: Purchase, refinance, or equity financing of one to four family owner occupied dwelling.
Success in repayment is subject to borrower s income, debt level, character in fulfilling payment obligations,

employment, and others.
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Commercial/Industrial: Loans to proprietorships, partnerships, or corporations to provide temporary working capital
and seasonal loans as well as long term loans for capital asset acquisition. Risks include adequacy of cash flow,
reasonableness of profit projections, financial leverage, economic trends, management ability, and others. The Bank
does employ stress testing on higher balance loans to mitigate risk by ensuring the customer s ability to repay in a
changing rate environment before granting loan approval.
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Agricultural: Loans for the production and housing of crops, fruits, vegetables, and livestock or to fund the purchase
or re-finance of capital assets such as machinery and equipment, and livestock. The production of crops and livestock
is especially vulnerable to commodity prices and weather. The vulnerability to commodity prices is offset by the
farmer s ability to hedge their position by the use of future contracts. The risk related to weather is often mitigated by

requiring federal crop insurance.

Consumer: Funding for individual and family purposes. Success in repayment is subject to borrower s income, debt
level, character in fulfilling payment obligations, employment, and others.

Industrial Development Bonds: Funds for public improvements in the Bank s service area. Repayment ability is based
on the continuance of the taxation revenue as the source of repayment.

All loan requests are reviewed as to credit worthiness and are subject to the Bank s underwriting guidelines as to
secured versus unsecured credit. Secured loans are in turn subject to loan to value (LTV) requirements based on
collateral types as set forth in the Bank s Loan Policy. In addition, credit scores of principal borrowers are reviewed
and an approved exception from an additional officer is required should a credit score not meet the Bank s Loan Policy
guidelines.

Consumer Loans:

Maximum loan to value (LTV) for cars, trucks and light trucks vary from 90% to 110% depending on whether direct

or indirect. Loans above 100% are generally due to additional charges for extended warranties and/or insurance
coverage periods of lost wages or death.

Boats, campers, motorcycles, RV s and Motor Coaches range from 80%-90% based on age of vehicle.

15t or 27 mortgages on 1-4 family homes range from 75%-90% with in-house first real estate mortgages requiring
private mortgage insurance on those exceeding 80% LTV.

Raw land LTV maximum ranges from 65%-75% depending on whether or not the property has been improved.
Commercial/Agriculture/Real Estate:

Maximum LTVs range from 70%-80% depending on type.

Accounts Receivable:

Up 80% LTV

Inventory:

Agriculture:

Livestock and grain up to 80% LTV, crops (insured) up to 75% and Warehouse Receipts up to 87%
Commercial:

Maximum LTV of 50% on raw and finished goods
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Used vehicles, new recreational vehicles and manufactured homes not to exceed (NTE) 80% LTV
Equipment:

New not to exceed 80% of invoice, used NTE 50% of listed book or 75% of appraised value
Restaurant equipment up to 35% of market value

Heavy trucks, titled trailers up to NTE 75% LTV and aircraft up to 75% of appraised value

We also provide checking account services, as well as savings and time deposit services such as certificates of
deposits. In addition, ATM s (automated teller machines) are provided at our Ohio offices in Archbold, Wauseon,
Stryker, West Unity, Bryan, Delta, Napoleon, Montpelier, Swanton, Defiance, Hicksville, Perrysburg, Waterville, and
Custar, along with ones at our Auburn and Angola, Indiana offices. Two ATM s are located at Sauder Woodworking
Co., Inc., a major employer in Archbold. Additional locations in Ohio are at Northwest State Community College,
Archbold; Community Hospitals of Williams County, Bryan; Fairlawn Haven Wyse Commons, Archbold; R&H
Restaurant, Fayette; Delta Eagles, Sauder Village, Archbold; Fulton County Health Center, Wauseon; downtown
Defiance; and a mobile trailer ATM. In Indiana, four additional remote ATM s are located at St. Joe; at Kaiser s
Supermarket and Therma-Tru in Butler; and at DeKalb Memorial Hospital in Auburn.

F&M Investment Services, the brokerage department of the Bank, opened for business in April, 1999. Securities are
offered through Raymond James Financial Services, Inc.

The Company is a bank holding company within the meaning of the Bank Holding Company Act of 1956. Our
subsidiary bank is in turn regulated and examined by the Ohio Division of Financial Institutions, and the Federal
Deposit Insurance Corporation. The activities of our bank subsidiary are also subject to other federal and state laws
and regulations.
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The Bank s primary market includes communities located in the Ohio counties of Defiance, Fulton, Henry, Lucas,
Williams, and Wood. The commercial banking business in this market is highly competitive, with approximately 17
other depository institutions currently doing business in the Bank s primary market. In our banking activities, we
compete directly with other commercial banks, credit unions, farm credit services, and savings and loan institutions in
each of our operating localities. In a number of our locations, we compete against entities which are much larger than
us. The primary factors in competing for loans and deposits are the rates charged as well as location and quality of the
services provided. On December 31, 2007, the Bank acquired the Knisely Bank of Indiana, expanding its market with
the addition of offices in Butler and Auburn, Indiana, both located in DeKalb County. An additional office was
opened in the summer of 2008 in Angola, Indiana, located in Steuben County. On July 9, 2010 the Bank purchased a
branch office in Hicksville, Ohio shortening the distance between our Ohio and Indiana offices. During 2013, the
Bank opened an office in Waterville, Ohio and closed on a purchase in December of an office in Custar, Ohio. Both
offices are a natural extension of the market area in Lucas and Wood counties that the Bank services.

At December 31, 2013, we had 251 full time equivalent employees. The employees are not represented by a collective
bargaining unit. We provide our employees with a comprehensive benefit program, some of which are contributory.
We consider our employee relations to be excellent.

Supervision and Regulation

General

The Company is a corporation organized under the laws of the State of Ohio. The business in which the Company and
its subsidiary are engaged is subject to extensive supervision, regulation and examination by various bank regulatory
authorities. The supervision, regulation and examination to which the Company and its subsidiary are subject are
intended primarily for the protection of depositors and the deposit insurance funds that insure the deposits of banks,
rather than for the protection of shareholders.

Several of the more significant regulatory provisions applicable to banks and bank holding companies to which the
Company and its subsidiary are subject are discussed below, along with certain regulatory matters concerning the
Company and its subsidiary. To the extent that the following information describes statutory or regulatory provisions,
it is qualified in its entirety by reference to the particular statutory provisions. Any change in applicable law or
regulation may have a material effect on the business and prospects of the Company and its subsidiary.

Regulatory Agencies

The Company is a registered bank holding company and is subject to inspection, examination and supervision by the
Board of Governors of the Federal Reserve System (the Federal Reserve Board ) pursuant to the Bank Holding
Company Act of 1956, as amended.

The Bank is an Ohio chartered commercial bank. It is subject to regulation and examination by both the Ohio Division
of Financial Institutions (ODFI) and the Federal Deposit Insurance Corporation (FDIC).

Holding Company Activities

As a bank holding company incorporated and doing business within the State of Ohio, the Company is subject to
regulation and supervision under the Bank Holding Act of 1956, as amended (the Act ). The Company is required to
file with the Federal Reserve Board on quarterly basis information pursuant to the Act. The Federal Reserve Board
may conduct examinations or inspections of the Company and its subsidiary.
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The Company is required to obtain prior approval from the Federal Reserve Board for the acquisition of more than
five percent of the voting shares or substantially all of the assets of any bank or bank holding company. In addition,
the Company is generally prohibited by the Act from acquiring direct or indirect ownership or control of more than
five percent of the voting shares of any company which is not a bank or bank holding company and from engaging
directly or indirectly in activities other than those of banking, managing or controlling banks or furnishing services to
its subsidiaries. The Company may, however, subject to the prior approval of the Federal Reserve Board, engage in, or
acquire shares of companies engaged in activities which are deemed by the Federal Reserve Board by order or by
regulation to be so closely related to banking or managing and controlling a bank as to be a proper activity.
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On November 12, 1999, the Gramm-Leach-Bliley Act (the GLB Act ) was enacted into law. The GLB Act made
sweeping changes with respect to the permissible financial services which various types of financial institutions may
now provide. The Glass-Steagall Act, which had generally prevented banks from affiliation with securities and
insurance firms, was repealed. Pursuant to the GLB Act, bank holding companies may elect to become a financial
holding company, provided that all of the depository institution subsidiaries of the bank holding company are well
capitalized and well managed under applicable regulatory standards.

Under the GLB Act, a bank holding company that has elected to become a financial holding company may affiliate
with securities firms and insurance companies and engage in other activities that are financial in nature. Activities that
are financial in nature include securities underwriting, dealing and market-making, sponsoring mutual funds and
investment companies, insurance underwriting and agency, merchant banking, and activities that the Federal Reserve
Board has determined to be closely related to banking. Federal Reserve Board approval is not required for the
Company to acquire a company, other than a bank holding company, bank or savings association, engaged in
activities that are financial in nature or incidental to activities that are financial in nature, as determined by the Federal
Reserve Board. Prior Federal Reserve Board approval is required before the Company may acquire the beneficial
ownership or control of more than 5% of the voting shares, or substantially all of the assets, of a bank holding
company, bank or savings association. If any subsidiary bank of the Company ceases to be well capitalized or well
managed under applicable regulatory standards, the Federal Reserve Board may, among other actions, order the
Company to divest the subsidiary bank. Alternatively, the Company may elect to conform its activities to those
permissible for a bank holding company that is not also a financial holding company. If any subsidiary bank of the
Company receives a rating under the Community Reinvestment Act of 1977 of less than satisfactory, the Company
will be prohibited from engaging in new activities or acquiring companies other than bank holding companies, banks
or savings associations. The Company has not elected to become a financial holding company and has no current
intention of making such an election.

Affiliate Transactions

Various governmental requirements, including Sections 23A and 23B of the Federal Reserve Act and Regulation W
promulgated thereunder limit borrowings by holding companies and non-bank subsidiaries from affiliated insured
depository institutions, and also limit various other transactions between holding companies and their non-bank
subsidiaries, on the one hand, and their affiliated insured depository institutions on the other. Section 23A of the
Federal Reserve Act also generally requires that an insured depository institution s loan to its non-bank affiliates be
secured, and Section 23B of the Federal Reserve Act generally requires that an insured depository institution s
transactions with its non-bank affiliates be on arms-length terms.

Interstate Banking and Branching

Under the Riegle-Neal Interstate Banking and Branching Efficiency Act ( Riegle-Neal ), subject to certain
concentration limits and other requirements, adequately capitalized bank holding companies such as the Company are
permitted to acquire banks and bank holding companies located in any state. Any bank that is a subsidiary of a bank
holding company is permitted to receive deposits, renew time deposits, close loans, service loans and receive loan
payments as an agent for any other bank subsidiary of that bank holding company. Banks are permitted to acquire
branch offices outside their home states by merging with out-of-state banks, purchasing branches in other states and
establishing de novo branch offices in other states. The ability of banks to acquire branch offices is contingent,
however, on the host state having adopted legislation opting in to those provisions of Riegle-Neal. In addition, the
ability of a bank to merge with a bank located in another state is contingent on the host state not having adopted
legislation opting out of that provision of Riegle-Neal. The Company could from time to time use Riegle-Neal to
acquire banks in additional states.
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Control Acquisitions

The Change in Bank Control Act prohibits a person or group of persons from acquiring control of a bank holding
company, unless the Federal Reserve Board has been notified and has not objected to the transaction. Under the
rebuttable presumption established by the Federal Reserve Board, the acquisition of 10% or more of a class of voting

stock of a bank holding company with a class of securities registered under Section 12 of the Exchange Act, such as
the
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Company, would, under the circumstances set forth in the presumption, constitute acquisition of control of the bank

holding company. In addition, a company is required to obtain the approval of the Federal Reserve Board under the

Bank Holding Company Act before acquiring 25% (5% in the case of an acquirer that is a bank holding company) or

more of any class of outstanding voting stock of a bank holding company, or otherwise obtaining control or a
controlling influence over that bank holding company.

Liability for Banking Subsidiaries

Under the current Federal Reserve Board policy, a bank holding company is expected to act as a source of financial
and managerial strength to each of its subsidiary banks and to maintain resources adequate to support each subsidiary
bank. This support may be required at times when the bank holding company may not have the resources to provide it.
In the event of a bank holding company s bankruptcy, any commitment by the bank holding company to a U.S. federal
bank regulatory agency to maintain the capital of a subsidiary bank would be assumed by the bankruptcy trustee and
entitled to priority of payment. Any depository institution insured by the FDIC can be held liable for any loss incurred,
or reasonably expected to be incurred, by the FDIC in connection with (1) the default of a commonly controlled
FDIC-insured depository institution; or (2) any assistance provided by the FDIC to both a commonly controlled
FDIC-insured depository institution in danger of default. The Bank is an FDIC-insured depository institution. If a
default occurred with respect to the Bank, any capital loans to the Bank from its parent holding company would be
subordinate in right of payment to payment of the Bank s depositors and certain of its other obligations.

Regulatory Capital Requirements

The Company is required by the various regulatory authorities to maintain certain capital levels. Bank holding
companies are required to maintain minimum levels of capital in accordance with Federal Reserve Board capital
adequacy guidelines. If capital falls below minimum guideline levels, a bank holding company, among other things,
may be denied approval to acquire or establish additional banks or non-bank businesses. The required capital levels

and the Company s capital position at December 31, 2012 and 2013 are summarized in the table included in Note 14 to
the consolidated financial statements.

EDICIA

The Federal Deposit Insurance Corporation Improvement Act of 1991 ( FDICIA ), and the regulations promulgated
under FDICIA, among other things, established five capital categories for insured depository institutions-well
capitalized, adequately capitalized, undercapitalized, significantly undercapitalized and critically undercapitalized-and
requires U.S. federal bank regulatory agencies to implement systems for prompt corrective action for insured
depository institutions that do not meet minimum capital requirements based on these categories. Unless a bank is
well capitalized, it is subject to restrictions on its ability to offer brokered deposits and on certain other aspects of its
operations. An undercapitalized bank must develop a capital restoration plan and its parent bank holding company
must guarantee the bank s compliance with the plan up to the lesser of 5% of the banks or thrift s assets at the time it
became undercapitalized and the amount needed to comply with the plan. As of December 31, 2013 the Bank was
well capitalized pursuant to these prompt corrective action guidelines.

Dividend Restrictions
The ability of the Company to obtain funds for the payment of dividends and for other cash requirements will be
largely dependent on the amount of dividends which may be declared by its banking subsidiary. Various U.S. federal

statutory provisions limit the amount of dividends the Company s banking subsidiary can pay to the Company without
regulatory approval. In 2009, The Board of Governors of the Federal Reserve Division of Banking Supervision and
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Regulation issued SR09-4 regarding the safe and sound payment of dividends by bank holding companies. In addition,
dividend payments by the Bank are limited to its retained earnings during the current year and its prior two years. See
Note 15 to the consolidated financial statements for the actual amount.

Deposit Insurance Assessments

The deposits of the Bank are insured up to the regulatory limits set by the FDIC. The FDIC maintains the Deposit
Insurance fund ( DIF ) by assessing depository institutions an insurance premium (assessment). The amount assessed to
each institution is based on statutory factors that take into account the degree of risk the institution poses to the DIF.

The primary purposes of the DIF are to (1) insure the deposits and protect the depositors of insured
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depository institutions; and (2) resolve failed banks. The DIF is primarily funded through quarterly assessments on
insured depository institutions, but it also earns interest income on its securities. Decreases in the DIF result from loss
provisions associated with the resolution of failed banks and FDIC operating expenses.

Depositor Preference Statute

In the liquidation or other resolution of an institution by any receiver, U.S. federal legislation provides that deposits
and certain claims for administrative expenses and employee compensation against the insured depository institution
would be afforded a priority over general unsecured claims against that institution, including federal funds and letters
of credit.

Government Monetary Policy

The earnings of the Company are affected primarily by general economic conditions and to a lesser extent by the
fiscal and monetary policies of the federal government and its agencies, particularly the Federal Reserve. Its policies
influence, to some degree, the volume of bank loans and deposits, and interest rates charged and paid thereon, and
thus have an effect on the earnings of the Company s subsidiary Bank.

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 ( Dodd-Frank Act ) revised the statutory
authorities governing the FDIC s management of the DIF. A key requirement from the Dodd-Frank Act resulted in the
FDIC s adoption of new rules in February 2011 regarding Assessments, Dividends, Assessment Base, and Large Bank
Pricing. The new rules implemented the following changes: (1) redefined the definition of an institution s deposit
insurance assessment base from one based on domestic deposits to one based on assets now defined as average
consolidated total assets minus average tangible equity ; (2) changed the assessment rate adjustments to better account
for risk based on an institution s funding sources; (3) revised the deposit insurance assessment rate schedule in light of
the new assessment base and assessment rate adjustments; (4) implemented Dodd-Frank Act dividend provisions;

(5) revised the large insured depository institution assessment system to better differentiate for risk and to take into
account losses the FDIC may incur from large institution failures; and (6) provided technical and other changes to the
FDIC s assessment rules. Though deposit insurance assessments maintain a risk-based approach, the FDIC imposed a
more extensive risk-based assessment system on large insured depository institutions with at least $10 billion in total
assets since they are more complex in nature and could pose greater risk. The rules became effective April 1, 2011
implementing the revised assessment rate schedule for the quarter beginning April 1, 2011. The revised assessment
rate schedule was used to calculate the June 30, 2011 assessments which were due September 30, 2011 and

subsequent quarterly assessments thereafter.

Due to the changes to the assessment base and assessment rates, as well as the DIF restoration time frame, the impact
on the Company s future deposit insurance assessments has been and should continue to be favorable.

The Dodd-Frank Act permanently raised the standard maximum deposit insurance coverage amount to $250,000.

The FDIC deposit insurance coverage limit applies per depositor, per insurance depository institution for each account
ownership category.

The FDIC Board of Directors issued a final rule on November 9, 2010 implementing a provision of the Dodd-Frank
Act which temporarily provided for separate deposit insurance coverage for noninterest-bearing transaction accounts.
This temporary deposit insurance coverage became effective on December 31, 2010. Funds held in
noninterest-bearing transaction accounts were fully insured, without limit, and the temporary unlimited coverage was
separate from, and in addition to, the deposit insurance coverage provided to depositors with respect to other accounts
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held at an insured depository institution. The temporary unlimited deposit insurance coverage for noninterest-bearing
transaction accounts terminated on December 31, 2012. As of January 1, 2013, noninterest-bearing transaction
accounts are insured up to the standard maximum deposit insurance coverage amount of $250,000 per depositor under
the FDIC s general deposit insurance coverage rules.

Additional Regulation

Implementation of the Dodd-Frank Act provisions has resulted in new rulemaking by the federal regulatory agencies
and new rules yet to be issued over the next several years. Fully implementing the new and expanded regulation will
involve ensuring compliance with extensive new disclosure and reporting requirements.

10
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The Dodd-Frank Act created an independent regulatory body, the Bureau of Consumer Financial Protection ( Bureau ),
with authority and responsibility to set rules and regulations for most consumer protection laws applicable to all banks

large and small adds another regulator to scrutinize and police financial activities. Transfer to the Bureau of all
consumer financial protection functions for designated laws by the other federal agencies was completed on July 21,
2011. The Bureau has responsibility for mortgage reform and enforcement, as well as broad new powers over
consumer financial activities which could impact what consumer financial services would be available and how they
are provided. The following consumer protection laws are the designated laws which fall under the Bureau s
rulemaking authority: the Alternative Mortgage Transactions Parity Act of 1928, the Consumer Leasing Act of 1976,
the Electronic Fund Transfers Act, the Equal Credit Opportunity Act, the Fair Credit Billing Act, the Fair Credit
Reporting Act subject to certain exclusions, the Fair Debt Collection Practices Act, the Home Owners Protection Act,
certain privacy provisions of the Gramm-Leach-Bliley Act, the Home Mortgage Disclosure Act (HMDA), the Home
Ownership and Equity Protection Act of 1994, the Real Estate Settlement Procedures Act (RESPA), the S.A.F.E.
Mortgage Licensing Act of 2008 (SAFE Act), the Truth in Lending Act, and the Truth in Savings Act.

After assuming authority and responsibility for most consumer financial protection laws, the Bureau republished and
reissued the regulations implementing the consumer financial protection laws. Interim final rules for each regulation
were issued along with a request for public comment regarding technical and conforming changes to reflect the
transfer of authority and certain other non-substantive changes to the regulations made by the Dodd-Frank Act.
Issuance of interim final rules did not impose any substantive obligations on parties subject to existing regulations. In
February 2012, the Bureau issued a final rule to the Electronic Fund Transfer Act and Regulation E which
implemented Dodd-Frank Act provisions regarding remittance transfers. These final rules provided new protections,
including new disclosures and error resolution and cancellation rights, to consumers sending remittance transfers to
other consumers or businesses in a foreign country. Due to further revisions, clarifications, and additional rulemaking,
the original effective date was postponed and then temporarily delayed to address additional changes regarding
disclosure of foreign taxes and institution fees, disclosure of subnational taxes in a foreign country, and errors from
incorrect account information. The final effective date of the Remittance Transfer Rule was October 28, 2013. The
Bank is currently exempt from the Remittance Transfer Rule requirements as it provides 100 or fewer remittance
transfers a year.

In late 2012, a Community Bank Advisory Council was formed. Representatives were drawn from
small-to-medium-sized community banks to engage in discussions on how smaller institutions help level the playing
field for consumers experiencing difficulty in managing their money and what opportunities and challenges exist in
mortgage lending for small institutions. The Bureau has developed prototype designs for various disclosures and
agreements and invited the public and financial industry to review and comments on what works. Their website
(www.consumerfinance.gov) serves as a public information resource laws and regulations, assistance with financial
questions, participation with projects or initiatives, and submission of complaints. The Bureau has positioned itself to
serve as a resource for submission of complaints and to provide help to consumers with complaints regarding credit
cards, mortgages, student loans, checking accounts, savings accounts, credit reporting, bank services, and other
consumer loans. Guidance and consumer tips on various financial topics have been issued since 2012 in Blogs on the
Bureau s website.

Significant final mortgage rules were issued by the Bureau in January 2013 most with mandatory effective dates in
January 2014. These rules were mandated by the Dodd-Frank Act provisions enacted in response to the breakdown in
the mortgage lending markets and to provide for consumer protections. The Bureau solicited comments from
consumers, the banking industry, and other members of the public prior to issuance of these final rules. Final rules
were issued by the Bureau or jointly with other regulatory agencies to implement requirements under the Dodd-Frank
Act. The following rules are intended to address problems consumers face in the three major steps in buying a home
shopping for a mortgage, closing on a mortgage, and paying off a mortgage:

Table of Contents 20



Edgar Filing: FARMERS & MERCHANTS BANCORP INC - Form 10-K

Ability-to-Repay (  ATR )/Qualified Mortgage ( QM ) Rule Issuance of these rules was intended to address
concerns that residential mortgage borrowers received loans for which they had no ability to repay. The
Ability-to-Repay final rule requires a creditor to make a reasonable and good faith determination at or before
closing that the consumer will have a reasonable ability, at the time of consummation, to repay the loan,
according to its terms, including any mortgage-related obligations. The ATR standards require consideration
of eight specific underwriting factors. Information used must be documented and verified using reasonably
reliable third-party records. The ATR rule provides for a wide variety of documents and sources of

information that can be used and relied on to determine ATR.

11

Table of Contents 21



Edgar Filing: FARMERS & MERCHANTS BANCORP INC - Form 10-K

Table of Conten

In addition, the ATR rules included provisions that create a legal advantage for lenders for loans that are qualified
mortgages ( QM ). A QM must have a fully amortizing payment, have a term of 30 year or less, and not have points and
fees that exceed certain thresholds depending on the total loan amount. Safe Harbor QM loans are lower priced loans

that meet QM requirements. Loans satisfying the QM requirements will be entitled to liability protection from damage
claims and defenses by borrowers based on an asserted failure to meet ATR requirements. Rebuttable Presumption

QM loans are higher-priced loans that meet QM requirements and provide liability protection to a lesser degree from
damage claims and defense by borrowers based on an asserted failure to meet ATR requirements. While the Bank
satisfies the criteria for making loans under the Small Creditor standard, it has chosen to originate loans under the
General QM and Temporary QM loan definitions available to all creditors.

General QM loan must meet the QM product feature requirements and have total monthly
debt-to-income ratio of 43% or less.

Temporary QM loans qualify for purchase or guarantee by a government sponsored enterprise, such as
Federal National Mortgage Association (Fannie Mae) or the Federal Home Loan Mortgage
Corporation (Freddie Mac), or is eligible to insured or guaranteed by a federal housing agency such as
the Federal Housing Administration (FHA), the U.S. Department of Veterans Affairs (VA), the U.S.
Department of Agriculture (USDA), or the Rural Housing Service. These loans must be underwritten
using the required guidelines of the government sponsored entity or federal housing agency. The 43%
debt-to-income ratio threshold does not apply to these loans.

Mortgage Servicing Rules Loan servicing has become a key focus, especially when loan workouts and
modifications are involved. New Mortgage Servicing Rules effective in January 2014 implement new
provisions regarding servicing standards. These new standards seek to ensure similar borrowers who default
or become delinquent are treated in a similar, consistent manner. Two separate rules contain mortgage
servicing provisions found in the Real Estate Settlement Procedures Act (RESPA) and the Truth in Lending
Act (TILA). These final mortgage servicing rules address administration of a loan post- closing and ensure
adequate levels of service. The Bank presently services 5,000 or fewer mortgage loans which it owns or
originated and is considered a Small Servicer and is exempt from certain parts of the Mortgage Servicing
Rules. The mortgage servicing rules for the following matters are applicable to the Bank s servicing
operations: 1) adjustable rate mortgage interest rate adjustment notices; 2) prompt payment crediting and
payoff statements; 3) limits on force-placed insurance; 4) responses to written information requests and
complaints of errors; 5) loss mitigation with regard to the first notice or filing for a foreclosure and no
foreclosure proceedings if a borrower is performing pursuant to the terms of a loss mitigate agreement.

Higher-Priced Mortgage Loan ( HPML ) Escrow Requirements New final rules amended existing
requirements applicable to higher-priced mortgage loan became effective on June 1, 2013. A mortgage loan
cannot be extended if secured by a first lien on a borrower s principal dwelling unless an escrow account is
established for real estate taxes and homeowners insurance or other mortgage-related insurance. A mortgage
loan secured by a borrower s principal dwelling is a HPML if the Annual Percentage Rate (APR) exceeds the
Average Prime Offer Rate (APOR) by 1.5% for first lien loans, 2.5% for first lien jumbo loans (new), and
3.5% for subordinate-lien loans. The final rules: implemented Dodd-Frank Act provisions and created a new
section in the Truth in Lending Act Regulation Z; established a higher rate threshold for first lien jumbo
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loans; and increased the time period for which an escrow account is required from one year to five years.

Appraisal Rules for Higher-Priced Mortgage Loans (HPMLs) New final rules established under TILA
implemented provisions regarding appraisals for higher-priced mortgages that meet certain specified
standards. If a HPML is a QM, it is exempt from the HPML Appraisal Rules. Otherwise, creditors can
continue to make higher-priced mortgage loans if the following conditions are met:

The creditor obtains a written appraisal;

The appraisal is performed by a certified or licensed appraiser;

12
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The appraiser conducts a physical property visit of the interior of the property;

At application, the applicant is provided a notice regarding the purpose of the appraisal, that the
creditor will provide the applicant a copy of the appraisal, and that the applicant may choose to
have a separate appraisal conducted at their expense; and

The creditor provides the consumer with a free copy of any written appraisals obtained for the
loan transaction at least three business days before closing.

Providing Appraisals and Valuations New final rules implemented under the Dodd-Frank Act made changes
to the Equal Credit Opportunity Act (ECOA). The amendments require creditors to provide loan applicants
with: (1) free copies of appraisals/valuations for loan applications to be secured by a first lien on a dwelling;
and 2) a new notice regarding their right to receive a copy of the appraisal/valuation at no additional cost.
Copies of the appraisal/valuation must be provided to the applicants no later than three business days before
loan closing.

Loan Originator Compensation Rules These final rules provided clarification to existing loan originator
compensation rules effective in April 2011 and further implemented Dodd-Frank Act requirements and
restrictions. Existing loan originator compensation rules prohibited dual compensation, as well as
compensation based on a term of a transaction or a proxy for a transaction term. The Bureau s final rules
provided further amendments and guidance regarding the following:

Revision to the definition of Mortgage Loan Originators (MLOs),

New guidance on the definition of compensation,

Restrictions and tests for profits-based compensation,

New qualification standards for registered MLOs,

Required use of a MLO s NMLSR unique identifier on the loan application, note, and mortgage,

Requirements for written policies and procedures to monitor compliance , and

Established recordkeeping requirements.
A final rule on Procedures Relating to Rulemaking issued in December 2012 defined events that constitute issuance of
Bureau rules. The earliest of the following events are deemed the date of issuance for Bureau rules: 1) when a final
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rule is posted on the Bureau s website, or 2) when a final rule is published in the Federal Register. Since the date of
issuance of a rule can have legal consequences, clarification on this matter eliminates any uncertainty. Due to the
significance of the changes and the complexity of the requirements, review and implementation of final rules
addressing Dodd-Frank Act provisions will initially heighten the regulatory compliance burden and may increase
litigation risk for the banking industry.

The Bank is also subject to federal regulation as to such matters as required reserves, limitation as to the nature and
amount of its loans and investments, regulatory approval of any merger or consolidation, issuance or retirement of
their own securities, limitations upon the payment of dividends and other aspects of banking operations. In addition,
the activities and operations of the Bank are subject to a number of additional detailed, complex and sometimes
overlapping laws and regulations. These include state usury and consumer credit laws, state laws relating to
fiduciaries, the federal Equal Credit Opportunity Act and Regulation B, the federal Home Mortgage Disclosure Act
and Regulation C, the federal Electronic Funds Transfer Act and Regulation E, the federal Fair Credit Reporting Act
and Regulation V, the federal Real Estate Settlement Procedures Act (RESPA) and Regulation X, the federal Truth in
Lending Act and Regulation Z, the federal Truth in Savings Act and Regulation DD, the Bank Secrecy Act, the
federal Community Reinvestment Act, anti-discrimination laws and legislation, and antitrust laws.

Future I egislation
Changes to the laws and regulations, both at the federal and state levels, can affect the operating environment of the
Company and its subsidiary in substantial and unpredictable ways. The Company cannot accurately predict whether

those changes in laws and regulations will occur, and, if those changes occur, the ultimate effect they would have
upon the financial condition or results of operations of the Company or its subsidiary.
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Available Information

The Company maintains an Internet web site at the following internet address: www.fm-bank.com. The Company
files reports with the Securities and Exchange Commission (SEC). Copies of all filings made with the SEC may be
read and copied at the SEC s Public Reference Room, 100 F Street, NE, Washington, DC, 20549. You may obtain
information about the SEC s Public Reference Room by calling the SEC at 800-SEC-0330. Because the Company
makes its filing with the SEC electronically, you may access such reports at the SEC s website, www.sec.gov. The
Company makes available, free of charge through its internet address, copies of its annual report on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to these reports as soon as
reasonably practical after such materials have been filed with or furnished to the SEC. Copies of these documents may
also be obtained, either in electronic or paper form, by contacting Barbara J. Britenriker, Chief Financial Officer of the
Company at (419) 446-2501.

Please see the Consolidated Financial Statements provided under Part II, Item 8 of this Form 10-K for information
regarding the Company s revenues from external customers, profits, and total assets for and as of, respectively, the
fiscal year ended December 31, 2012 and 2013.

ITEM 1a. RISK FACTORS
Significant Competition from an Array of Financial Service Providers

Our ability to achieve strong financial performance and a satisfactory return on investment to shareholders will
depend in part on our ability to expand our available financial services. In addition to the challenge of attracting and
retaining customers for traditional banking services, our competitors now include securities dealers, brokers, mortgage
bankers, investment advisors and finance and insurance companies who seek to offer one-stop financial services to
their customers that may include services that banks have not been able or allowed to offer to their customers in the
past. The increasingly competitive environment is a result primarily of changes in regulation, changes in technology
and product delivery systems and the accelerating pace of consolidation among financial services providers. If we fail
to adequately address each of the competitive pressures in the banking industry, our financial condition and results of
operations could be adversely affected.

Credit Risk

The risk of nonpayment of loans is inherent in commercial banking. Such nonpayment could have an adverse effect on
the Company s earnings and our overall financial condition as well as the value of our common stock. Management
attempts to reduce the Bank s credit exposure by carefully monitoring the concentration of its loans within specific
industries and through the loan approval process. However, there can be no assurance that such monitoring and
procedures will totally mitigate the risks. Credit losses can cause insolvency and failure of a financial institution and,

in such event, its shareholders could lose their entire investment. For more information on the exposure of the
Company and the Bank to credit risk, see the section under Part II, Item 7 of this Form 10-K captioned Loan Portfolio.

Susceptibility to Changes in Regulation

Any changes to state and federal banking laws and regulations may negatively impact our ability to expand services
and to increase the value of our business. We are subject to extensive state and federal regulation, supervision, and
legislation that govern almost all aspects of our operations. These laws may change from time to time and are
primarily intended for the protection of consumers, depositors and the deposit insurance funds. In addition, the
Company s earnings are affected by the monetary policies of the Board of Governors of the Federal Reserve. These
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policies, which include regulating the national supply of bank reserves and bank credit, can have a major effect upon
the source and cost of funds and the rates of return earned on loans and investments. The Federal Reserve influences
the size and distribution of bank reserves through its open market operations and changes in cash reserve requirements
against member bank deposits. The Gramm-Leach-Bliley Act regarding financial modernization that became effective
in November, 1999 removed many of the barriers to the integration of the banking, securities and insurance industries
and is likely to increase the competitive pressures upon the Bank. We cannot predict what effect such Act and any
presently contemplated or future changes in the laws or regulations or their interpretations would have on us, but such
changes could be materially adverse to our financial performance. For more information on this subject, see the
section under Part I, Item 1 of this Form 10-K captioned Supervision and Regulation.
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Interest Rate Risk

Changes in interest rates affect our operating performance and financial condition in diverse ways. Our profitability
depends in substantial part on our net interest spread, which is the difference between the rates we receive on loans
and investments and the rates we pay for deposits and other sources of funds. Our net interest spread will depend on
many factors that are partly or entirely outside our control, including competition, federal economic, monetary and
fiscal policies, and economic conditions generally. Historically, net interest spreads for other financial institutions
have widened and narrowed in response to these and other factors, which are often collectively referred to as interest
rate risk. Over the last few years, the Bank, along with most other financial institutions, has experienced a margin
squeeze as drastic interest rate decreases have made it difficult to maintain a more favorable net interest spread.
During 2013, the Bank s margin and spread tightened slightly as the rate environment remained low and flat.
Maturities of higher rate deposits aided the decrease in cost of funds.

The Bank manages interest rate risk within an overall asset/liability framework. The principal objectives of
asset/liability management are to manage sensitivity of net interest spreads and net interest income to potential
changes in interest rates. Funding positions are kept within predetermined limits designed to ensure that risk-taking is
not excessive and that liquidity is properly managed. In the event that our asset/liabilities management strategies are
unsuccessful, our profitability may be adversely affected. For more information regarding the Company s exposure to
interest rate risk, see Part I, Item 7A of this Form 10-K.

Attraction and Retention of Key Personnel

Our success depends upon the continued service of our senior management team and upon our ability to attract and
retain qualified financial services personnel. Competition for qualified employees is intense. In our experience, it can
take a significant period of time to identify and hire personnel with the combination of skills and attributes required in
carrying out our strategy. If we lose the services of our key personnel, or are unable to attract additional qualified
personnel, our business, financial condition, results of operations and cash flows could be materially adversely
affected.

A key component of employee retention is providing a fair compensation base combined with the opportunity for
additional compensation for above average performance. In this regard, the Company and the Bank use two incentive
programs. The Company uses a stock award program to recognize and incent officers of the Bank. Under the

long-term incentive compensation plan, restricted stock awards may be granted to officers. The amount of shares to be
granted each year is determined by the Board Compensation Committee and may vary each year in its amount of
shares and the number of recipients. The Compensation Committee determines the number of shares to be awarded
overall and to the Chief Executive Officer ( CEO ). The CEO then makes recommendations to the committee as to the
recipients of the remaining shares. The full Board of Directors approves the action of the Committee. Since the plan s
inception in 2005, all granted stock awards have utilized a three year cliff vesting feature. This is viewed as a retention
aid as the awards may be forfeited should an officer leave employment during the vesting period.

A second incentive program of the Bank is based on cash compensation of which almost all employees participate
(excluding commission based employees and other employees paid for specific higher paid positions, such as peak
time.) A discussion of executive officer pay is incorporated within the proxy and as such, this discussion will pertain
to all other employees. Non-officer employees are paid a cash incentive based on the projected overall performance of
the Bank in terms of Return of Average Assets ( ROA ). The Compensation Committee determines the target
performance levels on which the percentage of pay will be based. The Committee takes into account the five and ten
year trend of ROA along with budget forecasted for the next year and the Bank s past year performance. The
Committee also considers the predicted banking environment under which the Bank will be operating. Non-officers
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receive incentive pay in December of the same year based on the year-to-date base compensation through the last pay
received in November.

Officers, other than executive, receive incentive pay based on additional criterion. The officers are rewarded based on
overall ROA of the Bank along with individual pre-established goals. Officers, therefore, have incentive pay at risk
for individual performance. The individualized goals are recommended by each officer s supervisor and are approved
by an incentive committee of the Bank. The goals are designed to improve the performance of the Bank while also
limiting the risk of a short-term performance focus. For example, a lending officer may be given two goals of which
one is to grow loans within specific targets and another is tied to a specific level of past dues and charge-offs. The
second goal limits the ability to be rewarded for growth at all costs along with the specific target levels within the
growth goal itself. Officers in a support department may be given goals which create efficiencies, ensure compliance
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with procedures, or generate new fee or product opportunities. An average of three to four goals was given to each
officer in 2013. Officers are paid cash incentives based on the year-end ROA of the Bank and receive it within the first
quarter of the following year. Should the ROA be forecasted to be positive but below the base target set by the Board,
the officers are paid an incentive under the same basis and timing as non-officers disclosed above.

The percentages of base pay on which the incentive is calculated graduates higher as does the responsibility level of
the employee and their ability to impact the financial performance of the Bank. These percentages are recommended
by management to the Compensation Committee and Board for approval. The cash incentive plan along with its
targets and goals are subject to modification at the Compensation Committee and Board s discretion throughout each
year.

Dividend Payout Restrictions

We currently pay a quarterly dividend on our common shares. However, there is no assurance that we will be able to
pay dividends in the future. Dividends are subject to determination and declaration by our board of directors, which
takes into account many factors. The declaration of dividends by us on our common stock is subject to the discretion
of our board and to applicable state and federal regulatory limitations. The Company s ability to pay dividends on its
common stock depends on its receipt of dividends from the Bank. The Bank is subject to restrictions and limitations in
the amount and timing of the dividends it may pay to the Company.

Anti-Takeover Provisions

Provisions of our Articles of Incorporation and Ohio law could have the effect of discouraging takeover attempts
which certain stockholders might deem to be in their interest. These anti-takeover provisions may make us a less
attractive target for a takeover bid or merger, potentially depriving shareholders of an opportunity to sell their shares
of common stock at a premium over prevailing market prices as a result of a takeover bid or merger.

Operational Risks

We are subject to certain operational risks, including, but not limited to, data processing system failures and errors,
customer or employee fraud and catastrophic failures resulting from terrorist acts or natural disasters. We maintain a
system of internal controls to mitigate against such occurrences and maintain insurance coverage for such risks that
are insurable, but should such an event occur that is not prevented or detected by our internal controls, uninsured or in
excess of applicable insurance limits, it could have a significant adverse impact on our business, financial condition or
results of operations.

Limited Trading Market

Our common stock is not listed on any exchange or The NASDAQ Stock Market. Our stock is currently quoted in the
over-the-counter markets. The Company s trading symbol is FMAO .

ITEM 1b. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Our principal office is located in Archbold, Ohio.
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The Bank operates from the facilities at 307 North Defiance Street. In addition, the Bank owns the property from 200
to 208 Ditto Street, Archbold, Ohio, which it uses for Bank parking and a community mini-park area. The Bank owns
real estate at two locations, 207 Ditto Street and 209 Ditto Street in Archbold, Ohio upon which the bank built a
commercial building to be used for storage, and a parking lot for company vehicles and employee parking. The Bank
also owns real estate across from the main facilities to provide for parking.

The Bank occupies an Operations Center at 622 Clyde s Way in Archbold, Ohio to accommodate our growth over the
years. The bank owns a parking lot in downtown Montpelier which is provided for community use. The bank owns a
property at 204 Washington Street, St Joe, Indiana at which an ATM is located.
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The Bank owns all of its office locations, with the exception of Angola, Indiana. The Angola office location is leased.
Current locations of retail banking services are:

Office Location
Archbold, Ohio 1313 S Defiance Street
Wauseon, Ohio 1130 N Shoop Avenue
119 N Fulton Street
Stryker, Ohio 300 S Defiance Street
West Unity, Ohio 200 W Jackson Street
Bryan, Ohio 929 E High Street
1000 S Main Street
Delta, Ohio 101 Main Street
Montpelier, Ohio 1150 E Main Street
Napoleon, Ohio 2255 Scott Street
Swanton, Ohio 7 Turtle Creek Circle

Defiance, Ohio
Perrysburg, Ohio

1175 Hotel Drive
7001 Lighthouse Way

Butler, Indiana 200 S Broadway

Auburn, Indiana 403 Erie Pass

Angola, Indiana 2310 N Wayne Street
Hicksville, Ohio 100 N Main Street

Waterville, Ohio 8720 Waterville-Swanton Road
Custar, Ohio 22973 Defiance Pike

All but one of the above locations has drive-up service facilities and an ATM.
ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedings, other than ordinary routine proceedings incidental to the business of
the Bank or the Company, to which we are a party or of which any of our properties are the subject.

ITEM 4. MINE SAFETY DISCLOSURES
None.

PART II.
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ITEM S. MARKET FOR REGISTRANT S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

Our common stock is not listed on the NASDAQ stock market or any other stock exchange. While there is no
established public trading market for our common stock, our shares are currently dually-quoted by various market
makers on the Over the Counter Bulletin Board and the OTCQB tier of the quotation service operated by the OTC
Markets Group, which are both over-the-counter quotation services for participant broker-dealers. The Company s
trading symbol is FMAO.
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There are market makers that set a price for our stock; however, private sales continue to occur. The high and low sale

prices were from sales of which we have been made aware by researching daily on Bloomberg.com. The high and low
sale prices known to our management are as follows:

Stock Prices 2013
Quarter Low High
1st $19.90 $22.50
2nd 21.00 22.25
3rd 21.25 22.48
4th 20.00 22.75
Stock Prices 2012
Quarter Low High
1st $18.00 $21.00
2nd 19.50 22.00
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