
QCR HOLDINGS INC
Form 10-K
March 15, 2019
Table of Contents

U.S. SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10‑K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2018.

Commission file number: 0‑22208

QCR HOLDINGS, INC.

(Exact name of registrant as specified in its charter)

Delaware 42‑1397595
(State of incorporation) (I.R.S. Employer Identification No.)

3551 7th Street, Moline, Illinois 61265

(Address of principal executive offices)

(309) 736‑3580

(Registrant’s telephone number, including area code)

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

Common stock, $1.00 Par Value The Nasdaq Global Market

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

Preferred Share Purchase Rights

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.
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Yes  [ ]  No  [ X ]

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 past 90 days.  Yes  [ X ]  No  [ ]

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted 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  [
X ]   No  [ ]

Indicate by check mark if disclosure of delinquent filers in response 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.  [ X ]

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

Large accelerated
filer [ ]

Accelerated
filer  [X]

Non-accelerated
filer [  ] Smaller reporting company [  ] Emerging growth company [  ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.   [  ]          

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b‑2 of the Act). Yes  [   ]  No  [
X ]

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant, based
on the last sales price quoted on The Nasdaq Global Market on June 30, 2018, the last business day of the registrant’s
most recently completed second fiscal quarter, was approximately $624,586,534.

As of February 28, 2019 the Registrant had outstanding 15,738,761 shares of common stock, $1.00 par value per
share.

Documents incorporated by reference:

Part III of Form 10‑K  incorporates by reference portions of the proxy statement for annual meeting of stockholders to
be held in May 2019.
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Throughout the Notes to the Consolidated Financial Statements, Management's Discussion and Analysis of Financial
Condition and Results of Operations, and remaining sections of this Form 10-K (including appendices), we use certain
acronyms and abbreviations, as defined in Note 1 to the Consolidated Financial Statements.
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Part I

Item 1.    Business

General. QCR Holdings, Inc. is a multi-bank holding company headquartered in Moline, Illinois, that was formed in
February 1993 under the laws of the state of Delaware. In 2016, the Company elected to operate as a financial holding
company under the BHCA. The Company serves the Quad Cities, Cedar Rapids, Waterloo/Cedar Falls, Des
Moines/Ankeny, Rockford and Springfield communities through the following five wholly-owned banking
subsidiaries, which provide full-service commercial and consumer banking and trust and asset management services:

· QCBT, which is based in Bettendorf, Iowa, and commenced operations in 1994;
· CRBT, which is based in Cedar Rapids, Iowa, and commenced operations in 2001;
· CSB, which is based in Ankeny, Iowa, and was acquired in 2016;
· SFC Bank, which is based in Springfield, Missouri, and was acquired in 2018; and
· RB&T, which is based in Rockford, Illinois, and commenced operations in 2005.

On October 1, 2018, the Company acquired the Bates Companies, headquartered in Rockford, Illinois.   The
acquisition of the Bates Companies enhances the wealth management services of the Company by adding
approximately $704 million of assets under management as of October 1, 2018.

On July 1, 2018, the Company merged with Springfield Bancshares, the holding company of SFC Bank,
headquartered in Springfield, Missouri. 

On October 1, 2017, the Company acquired Guaranty Bank, headquartered in Cedar Rapids, Iowa. On December 2,
2017, the Company merged Guaranty Bank with and into CRBT with CRBT as the surviving bank.

On August 31, 2016, the Company acquired CSB, located in Ankeny, Iowa (Des Moines MSA).

See Note 2 to the Consolidated Financial Statements for further discussion on mergers and acquisitions.

The Company engages in direct financing lease contracts through m2, a wholly-owned subsidiary of QCBT based in
Brookfield, Wisconsin.

Subsidiary Banks. Segments of the Company have been established by management as defined by the structure of the
Company’s internal organization, focusing on the financial information that the Company’s operating decision-makers
routinely use to make decisions about operating matters. The Company’s primary segment, Commercial Banking, is
geographically divided by markets into secondary segments which correspond to the five subsidiary banks
wholly-owned by the Company: QCBT, CRBT, CSB, SFC Bank and RB&T. See the Consolidated Financial
Statements incorporated herein generally, and Note 22 to the Consolidated Financial Statements specifically, for
additional business segment information.

QCBT was capitalized on October 13, 1993, and commenced operations on January 7, 1994. QCBT is an
Iowa-chartered commercial bank that is a member of the Federal Reserve System. QCBT provides full service
commercial, correspondent, and consumer banking and trust and asset management services in the Quad Cities and
adjacent communities through its five offices that are located in Bettendorf and Davenport, Iowa and in Moline,
Illinois. QCBT, on a consolidated basis with m2, had total segment assets of $1.62 billion and $1.54 billion as of
December 31, 2018 and 2017, respectively.
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CRBT is an Iowa-chartered commercial bank that is a member of the Federal Reserve System. The Company
commenced operations in Cedar Rapids in June 2001, operating as a branch of QCBT. The Cedar Rapids branch
operation then began functioning under the CRBT charter in September 2001. Acquired branches of CNB operate as a
division of CRBT under the name “Community Bank & Trust.”  CRBT provides full-service commercial and consumer
banking and trust and asset management services to Cedar Rapids and Waterloo/Cedar Falls, Iowa and adjacent
communities through its eight facilities. The headquarters for CRBT is located in downtown Cedar Rapids with three
other branches located in Cedar Rapids, one branch in Marion, two branches located in Waterloo and one branch
located in Cedar Falls. CRBT had total segment assets of $1.38 billion and $1.31 billion as of December 31, 2018 and
2017, respectively.
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CSB is an Iowa-chartered commercial bank that is a member of the Federal Reserve System. CSB was acquired by the
Company in 2016. CSB provides full-service commercial and consumer banking to Des Moines and adjacent
communities through its headquarters located in Ankeny and its nine other branch facilities throughout the greater Des
Moines area. CSB had total segment assets of $785.4 million and $670.5 million as of December 31, 2018 and 2017,
respectively.

SFC Bank is a Missouri-chartered commercial bank that is a member of the Federal Reserve System. SFC Bank was
acquired by the the Company in 2018 through a merger with Springfield Bancshares.  SFC Bank provides full-service
commercial and consumer banking to the Springfield, Missouri area through its headquarters located on Glenstone
Avenue in Springfield and its branch facility located on East Primrose in Springfield.  SFC Bank had total segment
assets of $632.8 million as of December 31, 2018.

RB&T is an Illinois-chartered commercial bank that is a member of the Federal Reserve System. The Company
commenced operations in Rockford, Illinois in September 2004, operating as a branch of QCBT, and that operation
began functioning under the RB&T charter in January 2005. RB&T provides full-service commercial and consumer
banking and trust and asset management services to Rockford and adjacent communities through its headquarters
located on Guilford Road at Alpine Road in Rockford and its branch facility located in downtown Rockford. RB&T
had total segment assets of $509.6 million and $461.7 million as of December 31, 2018 and 2017, respectively.

Other Operating Subsidiaries. m2, which is based in Brookfield, Wisconsin, is engaged in the business of leasing
machinery and equipment to C&I businesses under direct financing lease contracts.  The Bates Companies, which are
based in Rockford, Illinois, are engaged in the business of wealth management services.

Trust Preferred Subsidiaries. Following is a listing of the Company’s non-consolidated subsidiaries formed for the
issuance of trust preferred securities, including pertinent information as of December 31, 2018 and 2017:

Amount OutstandingAmount Outstanding Interest Interest
as of as of Rate as of Rate as of

Name Date Issued
December 31,
2018

December 31,
2017 Interest Rate

December
31, 2018

December
31, 2017

QCR
Holdings
Statutory
Trust II

February
2004 $ 10,310,000 $ 10,310,000

2.85% over
3-month
LIBOR 5.65 %  4.54 %

QCR
Holdings
Statutory
Trust III

February
2004 8,248,000 8,248,000

2.85% over
3-month
LIBOR 5.65 %  4.54 %

QCR
Holdings
Statutory
Trust V

February
2006 10,310,000 10,310,000

1.55% over
3-month
LIBOR 3.99 %  2.91 %

Community
National
Statutory
Trust II

September
2004 3,093,000 3,093,000

2.17% over
3-month
LIBOR 4.96 %  3.80 %

Community
National

March 2007 3,609,000 3,609,000 1.75% over
3-month

4.54 %  3.32 %
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Statutory
Trust III

LIBOR

Guaranty
Bankshares
Statutory
Trust I May 2005 4,640,000 4,640,000

1.75% over
3-month
LIBOR 4.54 %  3.34 %

$ 40,210,000 $ 40,210,000
Weighted
Average Rate 4.94 %  3.82 %

Securities issued by all of the trusts listed above mature 30 years from the date of issuance, but are all currently
callable at par at any time. Interest rate reset dates vary by trust.  The Company entered into interest rate swaps to
hedge against rising rates on its variable rate trust preferred securities.  See Note 7 to the Consolidated Financial
Statements for additional information regarding these interest rate swaps.

Guaranty Bankshares Statutory Trust I was acquired in 2017 as part of the acquisition of Guaranty Bank and is further
discussed in Note 12 to the Consolidated Financial Statements.

Business. The Company’s principal business consists of attracting deposits and investing those deposits in loans/leases
and securities. The deposits of the subsidiary banks are insured to the maximum amount allowable by the FDIC. The
Company’s results of operations are dependent primarily on net interest income, which is the difference between the
interest earned on its loans/leases and securities and the interest paid on deposits and borrowings. The Company’s
operating results are affected by economic and competitive conditions, particularly changes in interest rates,
government policies and actions of regulatory authorities, as described more fully in this Form 10‑K. Its operating
results also can be affected by trust fees, investment advisory and management fees, deposit service charge fees, gains
on the sale of residential real estate and government guaranteed loans, earnings from BOLI and other noninterest
income. Operating expenses include employee compensation and benefits, occupancy and equipment expense,
professional and data processing fees, advertising and marketing expenses, bank service charges, FDIC and other
insurance, loan/lease expenses and other administrative expenses.
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The Company and its subsidiaries collectively employed 755 and 641 FTEs at December 31, 2018 and 2017,
respectively. The majority of the increase in FTEs during 2018 was the result of the additions of  SFC Bank and the
Bates Companies and new positions created to accommodate the increased scale of our operations.

The Federal Reserve is the primary federal regulator of the Company, QCBT, CRBT, CSB, SFC Bank and
RB&T.  QCBT, CRBT and CSB are also regulated by the Iowa Superintendent of Banking, SFC Bank is regulated by
the Missouri Division of Finance and RB&T is regulated by the IDFPR. The FDIC, as administrator of the DIF, also
has regulatory authority over the subsidiary banks. See Appendix A for more information on the federal and state
statutes and regulations that are applicable to the Company and its subsidiaries.

Lending/Leasing. The Company and its subsidiaries provide a broad range of commercial and retail lending/leasing
and investment services to corporations, partnerships, individuals, and government agencies. The subsidiary banks
actively market their services to qualified lending and deposit clients. Officers actively solicit the business of new
clients entering their market areas as well as long-standing members of the local business community. The Company
has an established lending/leasing policy which includes a number of underwriting factors to be considered in making
a loan/lease, including, but not limited to, location, loan-to-value ratio, cash flow, collateral and the credit history of
the borrower.

In accordance with Iowa regulation, the legal lending limit to one borrower for QCBT, CRBT and CSB, calculated as
15% of aggregate capital, was $24.3 million, $25.2 million, and $12.9 million, respectively, as of December 31, 2018.
In accordance with Missouri regulation, the legal lending limit to one borrower for SFC Bank, calculated as 15% of
aggregate capital, totaled $8.6 million as of December 31, 2018. In accordance with Illinois regulation, the legal
lending limit to one borrower for RB&T, calculated as 25% of aggregate capital, totaled $12.6 million as of
December 31, 2018. 

The Company recognizes the need to prevent excessive concentrations of credit exposure to any one borrower or
group of related borrowers. As such, the Company has established an in-house lending limit, which is lower than each
subsidiary bank’s legal lending limit, in an effort to manage individual borrower exposure levels.

The in-house lending limit is the maximum amount of credit each subsidiary bank will extend to a single borrowing
entity or group of related entities. As of January 1, 2017, the Company implemented a tiered approach, based on the
risk rating of the borrower. Under the most recent in-house limit, total credit exposure to a single borrowing entity or
group of related entities will not exceed the following, subject to certain exceptions:

High Quality Medium Quality Low Quality
(Risk Ratings 1-3)(Risk Rating 4) (Risk Ratings 5-8)
(dollars in thousands)

QCBT $ 14,000 $ 11,750 $ 8,000
CRBT $ 13,000 $ 11,000 $ 7,500
CSB $ 9,500 $ 8,000 $ 5,500
SFC Bank $ 9,000 $ 7,500 $ 5,000
RB&T $ 4,500 $ 3,750 $ 2,500
QCRH Consolidated $ 25,000 $ 19,000 $ 12,500

The QCRH Consolidated amount represents the maximum amount of credit that all affiliated banks, when combined,
will extend to a single borrowing entity or group of related entities, subject to certain exceptions.
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In addition, m2’s in-house lending limit is $1.0 million to a single leasing entity or group of related entities, subject to
certain exceptions.

As part of the loan monitoring activity at the five subsidiary banks, credit administration personnel interact closely
with senior bank management. For example, the internal loan committee of each subsidiary bank meets weekly. The
Company has a separate in-house loan review function to analyze credits of the subsidiary banks.   To complement the
in-house loan review, an independent third-party performs external loan reviews. Historically, management has
attempted to identify problem loans at an early stage and to aggressively seek a resolution of those situations.

The Company recognizes that a diversified loan/lease portfolio contributes to reducing risk in the overall loan/lease
portfolio. The specific loan/lease portfolio mix is subject to change based on loan/lease demand, the business
environment
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and various economic factors. The Company actively monitors concentrations within the loan/lease portfolio to ensure
appropriate diversification and concentration risk is maintained.

Specifically, each subsidiary bank’s total loans as a percentage of average assets may not exceed 85%. In addition,
following are established policy limits and the actual allocations for the subsidiary banks as of December 31, 2018 for
the loan portfolio organized by loan type, reflected as a percentage of the subsidiary bank’s gross loans:

QCBT CRBT CSB SFC Bank RB&T
Maximum Maximum Maximum Maximum Maximum
Percentage As of Percentage As of Percentage As of Percentage As of Percentage As of
per Loan December 31, per Loan December 31, per Loan December 31, per Loan December 31, per Loan December 31, 

Type of Loan
* Policy 2018 Policy 2018 Policy 2018 Policy 2018 Policy 2018
One-to-four
family
residential 30 %  13 %  25 %  11 %  35 %  13 % 20 %  18 % 30 %  17 %
Multi-family 15 %   3 %  15 %   8 %  15 %   1 % 10 %   7 % 15 %   4 %
Farmland  5 %   1 %   5 %   — %  15 %   2 %  2 %   1 %  5 %   — %
Non-farm,
nonresidential 50 %  26 %  50 %  29 %  50 %  33 % 50 %  45 % 50 %  36 %
Construction
and land
development 20 %   4 %  15 %   7 %  35 %  16 % 15 %   8 % 20 %   5 %
C&I 60 %  28 %  60 %  36 %  50 %  24 % 20 %  18 % 60 %  30 %
Loans to
individuals 10 %   1 %  10 %   1 %  10 %   — %  5 %   1 % 10 %   1 %
Lease
financing 30 %  10 %   5 %   — %   5 %   — % N/A %   — % 20 %   — %
Bank stock
loans ** ** 10 %   — %   — %  — % N/A %   — % 10 %   — %
All other loans15 %  14 %  10 %   8 %  10 %  11 %  6 %   2 % 10 %   7 %

100 %  100 %  100 % 100 % 100 %

*   The loan types above are as defined and reported in the subsidiary banks’ quarterly Reports of Condition and
Income (also known as Call Reports).

** QCBT’s maximum percentage for bank stock loans is 150% of risk-based capital (bank stock loan commitments are
limited to 200% of risk-based capital). At December 31, 2018, QCBT’s bank stock loans totaled 32% of risk-based
capital.

The following table presents total loans/leases by major loan/lease type and subsidiary as of December 31, 2018 and
2017. Residential real estate loans held for sale are included in residential real estate loans below.

m2 Consolidated
QCBT Lease Funds CRBT CSB SFC Bank RB&T Total
$ % $ % $ % $ % $ % $ % $ %
(dollars in thousands)
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As of
December 31, 2018
C&I loans $ 425,500 42 %  $ 103,404 45 %  $ 458,170 44 %  $ 201,871 35 %  $ 95,910 20 %  $ 144,555 36 %  $ 1,429,410 38 %
CRE loans 421,032 42 %   —  — %  486,084 47 %  327,775 56 %  332,547 70 %  198,673 49 %  1,766,111 48 %
Direct financing
leases  —  — %  117,968 52 %   —  — %   —  — %   —  — %   —  — %  117,968  3 %
Residential real
estate loans 120,855 12 %   —  — %  57,469  6 %  39,190  7 %  30,706  9 %  42,539 11 %  290,759  8 %
Installment and
other consumer
loans 35,325  4 %   —  — %  36,563  3 %  13,696  2 %  16,450  1 %  17,348  4 %  119,382  3 %
Deferred loan/lease
origination costs,
net of fees 1,759  — %  7,274  3 %  (815)  — %  (81)  — %  188  — %  799  — %  9,124  — %  

$ 1,004,471 100 %  $ 228,646 100 %  $ 1,037,471 100 %  $ 582,451 100 %  $ 475,801 100 %  $ 403,914 100 %  $ 3,732,754 100 %

As of
December 31, 2017
C&I loans $ 384,401 42 %  $ 66,758 31 %  $ 402,146 41 %  $ 148,198 30 %  $ N/A N/A %  $ 133,013 36 %  $ 1,134,516 38 %
CRE loans 384,684 42 %   —  — %  455,443 47 %  291,254 60 %  N/A N/A %  172,111 47 %  1,303,492 44 %
Direct financing
leases  —  — %  141,290 66 %   —  — %  158  — %  N/A N/A %   —  — %  141,448  5 %
Residential real
estate loans 114,818 12 %   —  — %  62,755  6 %  38,831  8 %  N/A N/A %  42,242 12 %  258,646  9 %
Installment and
other consumer
loans 36,360  4 %   —  — %  54,448  6 %  10,814  2 %  N/A N/A %  16,989  5 %  118,611  4 %
Deferred loan/lease
origination costs,
net of fees 1,254  — %  7,188  3 %  (821)  — %  (180)  — %  N/A N/A %  331  — %  7,772  — %  

$ 921,517 100 %  $ 215,236 100 %  $ 973,971 100 %  $ 489,075 100 %  $ N/A N/A %  $ 364,686 100 %  $ 2,964,485 100 %

Proper pricing of loans is necessary to provide adequate return to the Company’s stockholders. Loan pricing, as
established by the subsidiary banks’ internal loan committees, includes consideration for the cost of funds, loan
maturity and risk, origination and maintenance costs, appropriate stockholder return, competitive factors, and the
economic environment. The portfolio contains a mix of loans with fixed and floating interest rates. Management
attempts to maximize the use of interest rate floors on its variable rate loan portfolio. Refer to Item 7A. Quantitative
and Qualitative Disclosures about Market Risk for more discussion on the Company’s management of interest rate risk.

C&I Lending

As noted above, the subsidiary banks are active C&I lenders. The current areas of emphasis include loans to small and
mid-sized businesses with a wide range of operations such as wholesalers, manufacturers, building contractors,
business services companies, other banks, and retailers. The banks provide a wide range of business loans, including
lines of credit for working capital and operational purposes, and term loans for the acquisition of facilities, equipment
and other purposes. Since 2010, the subsidiary banks have been active in participating in lending programs offered by
the SBA and USDA. Under these programs, the government entities will generally provide a guarantee of repayment
ranging from 50% to 85% of the principal amount of the qualifying loan.

7
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Loan approval is generally based on the following factors:

· Ability and stability of current management of the borrower;
· Stable earnings with positive financial trends;
· Sufficient cash flow to support debt repayment;
· Earnings projections based on reasonable assumptions;
· Financial strength of the industry and business; and
· Value and marketability of collateral.
For C&I loans, the Company assigns internal risk ratings which are largely dependent upon the aforementioned
approval factors. The risk rating is reviewed annually or on an as needed basis depending on the specific
circumstances of the loan. See Note 1 to the Consolidated Financial Statements for additional information, including
the internal risk rating scale.

As part of the underwriting process, management reviews current borrower financial statements. When appropriate,
certain C&I loans may contain covenants requiring maintenance of financial performance ratios such as, but not
limited to:

· Minimum debt service coverage ratio;
· Minimum current ratio;
· Maximum debt to tangible net worth ratio; and/or
· Minimum tangible net worth.
Establishment of these financial performance ratios depends on a number of factors, including risk rating and the
specific industry.

Collateral for these loans generally includes accounts receivable, inventory, equipment, and real estate. The
Company’s lending policy specifies approved collateral types and corresponding maximum advance percentages. The
value of collateral pledged on loans must exceed the loan amount by a margin sufficient to absorb potential erosion of
its value in the event of foreclosure and cover the loan amount plus costs incurred to convert it to cash. Approved
non-real estate collateral types and corresponding maximum advance percentages for each are listed below.

Approved Collateral Type Maximum Advance %

Financial Instruments
U.S. Government Securities 90% of market value
Securities of Federal Agencies 90% of market value
Municipal Bonds rated by Moody’s As
“A” or better 80% of market value
Listed Stocks 75% of market value
Mutual Funds 75% of market value
Cash Value Life Insurance 95%, less policy loans
Savings/Time Deposits (Bank) 100% of current value
Penny Stocks 0%

General Business
Accounts Receivable 80% of eligible accounts
Inventory 50% of value
Crop and Grain Inventories 80% of current market value
Livestock
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80% of purchase price, or current market value; or higher if
cross-collateralized with other assets

Fixed Assets (Existing) 50% of net book value, or 75% of orderly liquidation appraised value
Fixed Assets (New) 80% of cost, or higher if cross-collateralized with other assets
Leasehold Improvements 0%

Generally, if the above collateral is part of a cross-collateralization with other approved assets, then the maximum
advance percentage may be higher.

The Company’s lending policy specifies maximum term limits for C&I loans. For term loans, the maximum term is
generally seven years. Generally, term loans range from three to five years. For lines of credit, the maximum term is
typically 365 days. For low income housing tax credits permanent loans, the maximum term is generally up to 20
years.

8
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In addition, the subsidiary banks often take personal guarantees or cosigners to help assure repayment. Loans may be
made on an unsecured basis if warranted by the overall financial condition of the borrower.

Following is a summary of the five largest industry concentrations within the C&I portfolio as of December 31, 2018
and 2017:

2018 2017
Amount Amount
(dollars in thousands)

Administration of urban planning & rural development $ 111,579 $ 83,344
Hotels & motels 83,106 73,200
Bank holding companies 75,601 66,950
Skilled nursing care facilities 53,134 60,989
General medical & surgical hospitals 36,895 35,217

These loan categories are defined by industry-standard NAICS codes – refer to NAICS.com for category descriptions.

CRE Lending

The subsidiary banks also make CRE loans. CRE loans are subject to underwriting standards and processes similar to
C&I loans, in addition to those standards and processes specific to real estate loans. Collateral for these loans
generally includes the underlying real estate and improvements, and may include additional assets of the borrower.
The Company’s lending policy specifies maximum loan-to-value limits based on the category of CRE (commercial real
estate loans on improved property, raw land, land development, and commercial construction). These limits are the
same limits as, or in some situations, more conservative than, those established by regulatory authorities. Following is
a listing of these limits as well as some of the other guidelines included in the Company’s lending policy for the major
categories of CRE loans:

Maximum
CRE Loan Types Maximum Advance Rate ** Term
CRE Loans on Improved Property * 80% 7 years

Raw Land
Lesser of 90% of project cost, or 65% of "as is" appraised
value 12 months

Land Development***
Lesser of 85% of project cost, or 75% of "as-completed"
appraised value 24 months

Commercial Construction Loans
Lesser of 85% of project cost, or 80% of "as-completed"
appraised value 12 months

Residential Construction Loans to
Builders

Lesser of 90% of project cost, or 80% of "as-completed"
appraised value 12 months

*     Generally, the debt service coverage ratio must be a minimum of 1.25x for non-owner occupied loans and 1.15x
for owner-occupied loans. For loans greater than $500 thousand, the subsidiary banks sensitize this ratio for
deteriorated economic conditions, major changes in interest rates, and/or significant increases in vacancy rates.
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**  These maximum rates are consistent with, or in some situations, more conservative than, those established by
regulatory authorities.

*** Generally, the maximum term for land development loans is 12 months but there are some situations where the
maximum term would be 24 months.

The Company’s lending policy also includes guidelines for real estate appraisals and evaluations, including minimum
appraisal and evaluation standards based on certain transactions. In addition, the subsidiary banks often take personal
guarantees to help assure repayment.

In addition, management tracks the level of owner-occupied CRE loans versus non-owner occupied CRE loans.
Owner-occupied CRE loans are generally considered to have less risk. As of December 31, 2018 and 2017,
approximately 28% and 26%, respectively, of the CRE loan portfolio was owner-occupied.

In accordance with regulatory guidelines, the Company exercises heightened risk management practices when
non-owner occupied CRE lending exceeds 300% of total risk-based capital or construction, land development and
other land loans exceed 100% of total risk-based capital. Although CSB’s loan portfolio has historically been real
estate dominated and its real estate portfolio levels exceed these policy limits, it has established a Credit Risk
Committee to routinely monitor its real estate loan portfolio.

9
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Following is a listing of the significant industries within the Company’s CRE loan portfolio as of December 31, 2018
and 2017:

2018 2017
Amount % Amount %
(dollars in thousands)

Lessors of Nonresidential Buildings $ 612,327 34 %  $ 388,648 30 %
Lessors of Residential Buildings 346,270 19 %  199,047 15 %
Hotels 81,345  5 %  70,447  5 %
Nonresidential Property Managers 69,885  4 %  51,621  4 %
Land Subdivision 48,378  3 %  44,192  3 %
New Housing For-Sale Builders 47,598  3 % 61,480  5 %
Other * 560,308 32 %  488,057 38 %
Total CRE Loans $ 1,766,111 100 %  $ 1,303,492 100 %

*   “Other” consists of all other industries. None of these had concentrations greater than $42.6 million, or 2.4%, of total
CRE loans as of December 31, 2018.

Following is a breakdown of non owner-occupied CRE by property type as of December 31, 2018 and 2017:

2018 2017
Amount % Amount %
(dollars in thousands)

Office $ 255,452 25 %  $ 169,655 22 %
Retail 232,022 23 %  143,685 18 %
Multi-family 189,137 18 %  133,174 17 %
Industrial/warehouse 93,503  9 %  76,186 10 %
Hotel/motel 89,906  9 %  37,401  5 %
Other 168,650 16 %  224,246 29 %
Total income-producing CRE $ 1,028,670 100 %  $ 784,347 100 %

A portion of the Company’s construction portfolio is considered non-residential construction. Following is a summary
of industry concentrations within that category as of December 31, 2018 and 2017:

2018 2017
Amount % Amount %
(dollars in thousands)

Multi-family $ 61,055 30 %  $ 16,416 19 %
Office 17,692  9 %  12,033 14 %
Retail 10,285  5 %  11,580 13 %
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Hotel/motel 5,679  3 %  3,604  4 %
Industrial/warehouse 4,591  2 %  8,407 10 %
Other 106,532 51 %  36,195 41 %
Total non-residential construction loans $ 205,834 100 %  $ 88,235 100 %

Additionally, the Company had approximately $52.3 million and $81.3 million of residential construction loans
outstanding as of December 31, 2018 and 2017, respectively. Of this amount, approximately 72% was considered
speculative, while 28% was pre-sold at December 31, 2018 and approximately 79% was considered speculative, while
21% was pre-sold at December 31, 2017.

10
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Direct Financing Leasing

m2 leases machinery and equipment to C&I customers under direct financing leases. All lease requests are subject to
the credit requirements and criteria as set forth in the lending/leasing policy. In all cases, a formal independent credit
analysis of the lessee is performed.

The following private and public sector business assets are generally acceptable to consider for lease funding:

· Computer systems;
· Photocopy systems;
· Fire trucks;
· Specialized road maintenance equipment;
· Medical equipment;
· Commercial business furnishings;
· Vehicles classified as heavy equipment;
· Trucks and trailers;
· Equipment classified as plant or office equipment; and
· Marine boat lifts.
m2 will generally refrain from funding leases of the following type:

· Leases collateralized by
non-marketable items;

· Leases collateralized by consumer items, such as vehicles, household goods, recreational vehicles, boats, etc.;
· Leases collateralized by used equipment, unless its remaining useful life can be readily determined; and
· Leases with a repayment schedule exceeding seven years.
Residential Real Estate Lending

Generally, the subsidiary banks’ residential real estate loans conform to the underwriting requirements of Freddie Mac
and Fannie Mae to allow the subsidiary banks to resell loans in the secondary market. The subsidiary banks structure
most loans that will not conform to those underwriting requirements as adjustable rate mortgages that adjust in one to
five years, and then retain these loans in their portfolios. Servicing rights are generally not retained on the loans sold
in the secondary market. The Company’s lending policy establishes minimum appraisal and other credit guidelines.

The following table presents the originations and sales of residential real estate loans for the Company. Included in
originations is activity related to the refinancing of previously held in-house mortgages.

For the year ended December 31, 
2018 2017 2016
(dollars in thousands)

Originations of residential real estate loans $ 87,133 $ 38,079 $ 52,721
Sales of residential real estate loans $ 51,010 $ 33,165 $ 35,499
Percentage of sales to originations 59 %  87 %  67 %

Installment and Other Consumer Lending
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The consumer lending department of each subsidiary bank provides many types of consumer loans, including home
improvement, home equity, motor vehicle, signature loans and small personal credit lines. The Company’s lending
policy addresses specific credit guidelines by consumer loan type. In particular, for home equity loans and home
equity lines of credit, the minimum credit bureau score is 650. For both home equity loans and lines of credit, the
maximum advance rate is 90% of value with a minimum credit bureau score of 650. The maximum term on home
equity loans is 10 years and maximum amortization is 15 years. The maximum term on home equity lines of credit is
10 years.

In some instances for all loans/leases, it may be appropriate to originate or purchase loans/leases that are exceptions to
the guidelines and limits established within the Company’s lending policy described above. In general, exceptions to
the
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lending policy do not significantly deviate from the guidelines and limits established within the lending policy and, if
there are exceptions, they are generally noted as such and specifically identified in loan/lease approval documents.

Competition. The Company currently operates in the highly competitive Quad Cities, Cedar Rapids, Waterloo/Cedar
Falls, Des Moines, Springfield, and Rockford markets. Competitors include not only other commercial banks, credit
unions, thrift institutions, and mutual funds, but also insurance companies, FinTech companies, finance companies,
brokerage firms, investment banking companies, and a variety of other financial services and advisory companies.
Many of these competitors are not subject to the same regulatory restrictions as the Company. Many of these
unregulated competitors compete across geographic boundaries and provide customers increasing access to
meaningful alternatives to banking services. The Company competes in markets with a number of much larger
financial institutions with substantially greater resources and larger lending limits.

Appendices. The commercial banking business is a highly regulated business. See Appendix A for a summary of the
federal and state statutes and regulations that are applicable to the Company and its subsidiaries. Supervision,
regulation and examination of banks and bank holding companies by bank regulatory agencies are intended primarily
for the protection of depositors rather than stockholders of bank holding companies and banks.

See Appendix B for tables and schedules that show selected financial statistical information relating to the business of
the Company required to be presented pursuant to federal securities laws. Consistent with the information presented in
the Form 10‑K, results are presented as of and for the fiscal years ended December 31, 2018, 2017, and 2016, as
applicable.

Internet Site, Securities Filings and Governance Documents. The Company maintains an Internet site at
www.qcrh.com. The Company makes available free of charge through this site its annual report on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and other reports filed or furnished pursuant to Section
13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as reasonably practicable after it electronically files
such material with, or furnishes it to, the SEC. These filings are available at http://www.snl.com/IRW/Docs/1024092.
Also available are many of its corporate governance documents, including the Code of Conduct
(http://www.snl.com/IRW/govdocs/1024092).

Item 1A.    Risk Factors

In addition to the other information in this Annual Report on Form 10‑K, stockholders or prospective investors should
carefully consider the following risk factors:

Conditions in the financial market and economic conditions, including conditions in the markets in which we operate,
generally may adversely affect our business.

Our general financial performance is highly dependent upon the business environment in the markets where we
operate and in particular, the ability of borrowers to pay interest on and repay principal of outstanding loans and the
value of collateral securing those loans, as well as demand for loans and other products and services it offers. A
favorable business environment is generally characterized by, among other factors, economic growth, efficient capital
markets, low inflation, low unemployment, high business and investor confidence, and strong business earnings.
Unfavorable or uncertain economic and market conditions can be caused by declines in economic growth, business
activity or investor or business confidence; limitations on the availability or increases in the cost of credit and capital;
increases in inflation or interest rates; high unemployment, natural disasters, or a combination of these or other
factors.
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While economic conditions have improved since the recession, there can be no assurance that this improvement will
continue. Uncertainty regarding continuing economic improvement may result in changes in consumer and business
spending, borrowing, and savings habits. Downturns in the markets where our banking operations occur could result
in a decrease in demand for our products and services, an increase in loan delinquencies and defaults, high or
increased levels of problem assets and foreclosures and reduced wealth management fees resulting from lower asset
values. Such conditions could adversely affect the credit quality of our loans, financial condition and results of
operations.

Potential future acquisitions could be difficult to integrate, divert the attention of key personnel, disrupt our business,
dilute stockholder value and adversely affect our financial results.

As part of our business strategy, we may consider acquisitions of other banks or financial institutions or branches,
assets or deposits of such organizations. There is no assurance, however, that we will determine to pursue any of these
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opportunities or that if we determine to pursue them that we will be successful. Acquisitions involve numerous risks,
any of which could harm our business, including:

· difficulties in integrating the operations, technologies, products, existing contracts, accounting processes and
personnel of the target company and realizing the anticipated synergies of the combined businesses;

· difficulties in supporting and transitioning customers of the target company;

· diversion of financial and management resources from existing
operations;

· the price we pay or other resources that we devote may exceed the value we realize, or the value we could have
realized if we had allocated the purchase price or other resources to another opportunity;

· risks of entering new markets or areas in which we have limited or no experience or are outside our core
competencies;

· potential loss of key employees, customers and strategic alliances from either our current business or the business of
the target company;

· risks of acquiring loans with deteriorated credit quality;

· assumption of unanticipated problems or latent liabilities; and

· inability to generate sufficient revenue to offset acquisition costs.
Future acquisitions may involve the issuance of our equity securities as payment or in connection with financing the
business or assets acquired, and as a result, could dilute the ownership interests of existing stockholders. In addition,
consummating these transactions could result in the incurrence of additional debt and related interest expense, as well
as unforeseen liabilities, all of which could have a material adverse effect on our business, results of operations and
financial condition. The failure to successfully evaluate and execute acquisitions or otherwise adequately address the
risks associated with acquisitions could have a material adverse effect on our business, results of operations and
financial condition.

We must effectively manage our credit risk.

There are risks inherent in making any loan, including risks inherent in dealing with specific borrowers, risks of
nonpayment, risks resulting from uncertainties as to the future value of collateral and risks resulting from changes in
economic and industry conditions. We attempt to minimize our credit risk through prudent loan application approval
procedures, careful monitoring of the concentration of our loans within specific industries and periodic independent
reviews of outstanding loans by our credit review department and an external third party. However, we cannot assure
you that such approval and monitoring procedures will reduce these credit risks.
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The majority of our subsidiary banks’ loan portfolios are invested in C&I and CRE loans, and we focus on lending to
small to medium-sized businesses. The size of the loans we can offer to commercial customers is less than the size of
the loans that our competitors with larger lending limits can offer. This may limit our ability to establish relationships
with the area’s largest businesses. Smaller companies tend to be at a competitive disadvantage and generally have
limited operating histories, less sophisticated internal record keeping and financial planning capabilities and fewer
financial resources than larger companies. As a result, we may assume greater lending risks than financial institutions
that have a lesser concentration of such loans and tend to make loans to larger, more established businesses. Collateral
for these loans generally includes accounts receivable, inventory, equipment and real estate. However, depending on
the overall financial condition of the borrower, some loans are made on an unsecured basis. In addition to C&I and
CRE loans, our subsidiary banks are also active in residential mortgage and consumer lending. Our borrowers may
experience financial difficulties, and the level of nonperforming loans, charge-offs and delinquencies could rise,
which could negatively impact our business through increased provision, reduced interest income on loans/leases, and
increased expenses incurred to carry and resolve problem loans/leases.
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C&I loans make up a large portion of our loan/lease portfolio.

C&I loans were $1.4 billion, or approximately 38% of our total loan/lease portfolio, as of December 31, 2018. Our
C&I loans are primarily made based on the identified cash flow of the borrower and secondarily on the underlying
collateral provided by the borrower. Most often, this collateral is accounts receivable, inventory, equipment and real
estate. Credit support provided by the borrower for most of these loans and the probability of repayment is based on
the liquidation value of the pledged collateral and enforcement of a personal guarantee, if any exists. Whenever
possible, we require a personal guarantee or cosigner on commercial loans. In the case of loans secured by accounts
receivable, the availability of funds for the repayment of these loans may be substantially dependent on the ability of
the borrower to collect amounts due from its customers. The collateral securing these loans may lose value over time,
may be difficult to appraise, and may fluctuate in value based on the success of the business. In addition, a prolonged
recovery period could harm or continue to harm the businesses of our C&I customers and reduce the value of the
collateral securing these loans.

Our loan/lease portfolio has a significant concentration of CRE loans, which involve risks specific to real estate
values.

CRE lending comprises a significant portion of our lending business. Specifically, CRE loans were $1.8 billion, or
approximately 48% of our total loan/lease portfolio, as of December 31, 2018. Of this amount, $500.7 million, or
approximately 28%, was owner-occupied. The market value of real estate securing our CRE loans can fluctuate
significantly in a short period of time as a result of market conditions in the geographic area in which the real estate is
located. Adverse developments affecting real estate values in one or more of our markets could increase the credit risk
associated with our loan portfolio. Additionally, real estate lending typically involves higher loan principal amounts
and the repayment of the loans generally is dependent, in large part, on sufficient income from the properties securing
the loans to cover operating expenses and debt service. Economic events or governmental regulations outside of the
control of the borrower or lender could negatively impact the future cash flow and market values of the affected
properties.

The problems that have occurred in the residential real estate and mortgage markets throughout much of the U.S. in
prior years also affected the commercial real estate market. In our market areas, we generally experienced a downturn
in credit performance by our CRE loan customers in prior years relative to historical norms, and despite recent
improvements in certain aspects of the economy, a level of uncertainty continues to exist in the economy and credit
markets. There can be no guarantee that we will not experience further deterioration in the performance of CRE and
other real estate loans in the future. In such case, we may not be able to realize the amount of security that we
anticipated at the time of originating the loan, which could cause us to increase our provision for loan losses and
adversely affect our operating results, financial condition and/or capital.

Our allowance may prove to be insufficient to absorb losses in our loan/lease portfolio.

We establish our allowance for loan and lease losses in consultation with management of our subsidiaries and
maintain it at a level considered adequate by management to absorb loan/lease losses that are inherent in the portfolio.
The amount of future loan/lease losses is susceptible to changes in economic, operating and other conditions,
including changes in interest rates, which may be beyond our control, and such losses may exceed current estimates.
At December 31, 2018, our allowance as a percentage of total gross loans/leases was 1.07%, and as a percentage of
total NPLs was 214.80%. In accordance with GAAP for acquisition accounting, the loans acquired through the
acquisitions of SFC Bank, Guaranty Bank and CSB were recorded at fair value; therefore, there was no allowance
associated with SFC Bank’s, Guaranty Bank’s and CSB’s loans at acquisition. Management continues to evaluate the
allowance needed on the acquired loans factoring in the net remaining discount ($11.6 million at December 31, 2018).
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In addition, we had net charge-offs as a percentage of gross average loans/leases of 0.21% for the year ended
December 31, 2018. Because of the concentration of C&I and CRE loans in our loan portfolio, which tend to be larger
in amount than residential real estate and installment loans, the movement of a small number of loans to
nonperforming status can have a significant impact on these ratios. Although management believes that the allowance
as of December 31, 2018 was adequate to absorb losses on any existing loans/leases that may become uncollectible,
we cannot predict loan/lease losses with certainty, and we cannot assure you that our allowance will prove sufficient
to cover actual loan/lease losses in the future, particularly if economic conditions are more difficult than what
management currently expects. Additional provisions and loan/lease losses in excess of our allowance may adversely
affect our business, financial condition and results of operations.
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The Company’s information systems may experience an interruption or breach in security and cyber-attacks, all of
which could have a material adverse effect on the Company’s business.

The Company relies heavily on internal and outsourced technologies, communications, and information systems to
conduct its business. Additionally, in the normal course of business, the Company collects, processes and retains
sensitive and confidential information regarding our customers. As the Company’s reliance on technology has
increased, so have the potential risks of a technology-related operation interruption (such as disruptions in the
Company’s customer relationship management, general ledger, deposit, loan, or other systems) or the occurrence of a
cyber-attacks (such as unauthorized access to the Company’s systems). These risks have increased for all financial
institutions as new technologies, the use of the Internet and telecommunications technologies (including mobile
devices) to conduct financial and other business transactions and the increased sophistication and activities of
organized crime, perpetrators of fraud, hackers, terrorists and others have also increased. In addition to cyber-attacks
or other security breaches involving the theft of sensitive and confidential information, hackers have engaged in
attacks against financial institutions, retailers and government agencies, particularly denial of service attacks that are
designed to disrupt key business or government services, such as customer-facing web sites. The Company is not able
to anticipate or implement effective preventive measures against all security breaches of these types, especially
because the techniques used change frequently and because attacks can originate from a wide variety of sources. It is
also possible that a cyber incident, such as a security breach, may remain undetected for a period of time, further
exposing the Company to technology-related risks. However, applying guidance from the Federal Financial
Institutions Examination Council, the Company has analyzed and will continue to analyze security related to device
specific considerations, user access topics, transaction-processing and network integrity.

The Company also faces risks related to cyber-attacks and other security breaches in connection with credit card and
debit card transactions that typically involve the transmission of sensitive information regarding the Company’s
customers through various third parties, including merchant acquiring banks, payment processors, payment card
networks and its processors. Some of these parties have in the past been the target of security breaches and
cyber-attacks, and because the transactions involve third parties and environments such as the point of sale that the
Company does not control or secure, future security breaches or cyber-attacks affecting any of these third parties
could impact the Company through no fault of its own, and in some cases it may have exposure and suffer losses for
breaches or attacks relating to them. Despite third-party security risks that are beyond our control, the Company offers
its customers protection against fraud and attendant losses for unauthorized use of debit cards in order to stay
competitive in the marketplace. Offering such protection (including the cost of replacing compromised cards) to our
customers exposes the Company to potential losses which, in the event of a data breach at one or more retailers of
considerable magnitude, may adversely affect its business, financial condition, and results of operations. Further
cyber-attacks or other breaches in the future, whether affecting the Company or others, could intensify consumer
concern and regulatory focus and result in increased costs, all of which could have a material adverse effect on the
Company’s business. To the extent we are involved in any future cyber-attacks or other breaches, the Company’s
reputation could be affected, which could also have a material adverse effect on the Company’s business, financial
condition or results of operations.

System failure or breaches of our network security could subject us to increased operating costs as well as litigation
and other liabilities.

The computer systems and network infrastructure we use could be vulnerable to unforeseen problems. Our operations
are dependent upon our ability to protect our computer equipment against damage from physical theft, fire, power
loss, telecommunications failure or a similar catastrophic event, as well as from security breaches, denial of service
attacks, viruses, worms and other disruptive problems caused by hackers. Any damage or failure that causes an
interruption in our operations could have a material adverse effect on our financial condition and results of operations.
Computer break-ins, phishing and other disruptions could also jeopardize the security of information stored in and
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transmitted through our computer systems and network infrastructure, as well as that of our customers engaging in
internet banking activities, which may result in significant liability to us and may cause existing and potential
customers to refrain from doing business with us. Although we, with the help of third-party service providers, intend
to continue to implement security technology and establish operational procedures to prevent such damage, there can
be no assurance that these security measures will be successful. In addition, advances in computer capabilities, new
discoveries in the field of cryptography or other developments could result in a compromise or breach of the
algorithms we and our third-party service providers use to encrypt and protect customer transaction data. Any
interruption in, or breach of security of, our computer systems and network infrastructure, or that of our internet
banking customers, could damage our reputation, result in a loss of customer business, subject us to additional
regulatory scrutiny, or expose us to civil litigation and possible financial liability, any of which could have a material
adverse effect on our financial condition and results of operations. The Company may also
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need to spend additional resources to enhance protective and detective measures or to conduct investigations to
remediate any vulnerabilities that arise.

We are subject to certain operational risks, including, but not limited to, customer or employee fraud and data
processing system failures and errors.

Employee errors and employee and customer misconduct could subject us to financial losses or regulatory sanctions
and seriously harm our reputation. Misconduct by our employees could include hiding unauthorized activities from us,
improper or unauthorized activities on behalf of our customers or improper use of confidential information. It is not
always possible to prevent employee errors and misconduct, and the precautions we take to prevent and detect this
activity may not be effective in all cases. Employee errors could also subject us to financial claims for negligence.

We maintain a system of internal controls and insurance coverage to mitigate operational risks, including data
processing system failures and errors and customer or employee fraud. Despite having business continuity plans and
other safeguards, the Company could still be affected. Should our internal controls fail to prevent or detect an
occurrence, and if any resulting loss is not insured or exceeds applicable insurance limits, such failure could have a
material adverse effect on our business, financial condition and results of operations.

We may be materially and adversely affected by the highly regulated environment in which we operate.

The Company and its bank subsidiaries are subject to extensive federal and state regulation, supervision and
examination. Banking regulations are primarily intended to protect depositors’ funds, FDIC funds, customers and the
banking system as a whole, rather than stockholders. These regulations affect our lending practices, capital structure,
investment practices, dividend policy and growth, among other things.

As a bank holding company, we are subject to regulation and supervision primarily by the Federal Reserve. QCBT,
CRBT and CSB, as Iowa-chartered state member banks, are subject to regulation and supervision primarily by both
the Iowa Superintendent and the Federal Reserve. RB&T, as an Illinois-chartered state member bank, is subject to
regulation and supervision primarily by both the IDFPR and the Federal Reserve. SFC Bank, as a Missouri-chartered
commercial bank, is subject to regulation by both the Missouri Division of Finance and the Federal Reserve. We and
our banks undergo periodic examinations by these regulators, who have extensive discretion and authority to prevent
or remedy unsafe or unsound practices or violations of law by banks and bank holding companies.

The primary federal and state banking laws and regulations that affect us are described in Appendix A to this report.
These laws, regulations, rules, standards, policies and interpretations are constantly evolving and may change
significantly over time. For example, the Dodd-Frank Act significantly changed the regulation of financial institutions
and the financial services industry. In addition, in recent years the Federal Reserve has adopted numerous new
regulations addressing banks’ overdraft and mortgage lending practices. Further, the Basel III regulatory capital
reforms increased both the amount and quality of capital that financial institutions must hold.

U.S. financial institutions are also subject to numerous monitoring, recordkeeping, and reporting requirements
designed to detect and prevent illegal activities such as money laundering and terrorist financing. These requirements
are imposed primarily through the Bank Secrecy Act which was most recently amended by the Patriot Act. We have
instituted policies and procedures to protect us and our employees, to the extent reasonably possible, from being used
to facilitate money laundering, terrorist financing and other financial crimes. There can be no guarantee, however, that
these policies and procedures are effective.

Failure to comply with applicable laws, regulations or policies could result in sanctions by regulatory agencies, civil
monetary penalties, and/or damage to our reputation, which could have a material adverse effect on us. Although we
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have policies and procedures designed to mitigate the risk of any such violations, there can be no assurance that such
violations will not occur.

Future legislation, regulation, and government policy could affect the banking industry as a whole, including our
business and results of operations, in ways that are difficult to predict. In addition, our results of operations also could
be adversely affected by changes in the way in which existing statutes and regulations are interpreted or applied by
courts and government agencies.
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Monetary policies and regulations of the Federal Reserve could adversely affect our business, financial condition and
results of operations.

In addition to being affected by general economic conditions, our earnings and growth are affected by the policies of
the Federal Reserve. An important function of the Federal Reserve is to regulate the money supply and credit
conditions. Among the instruments used by the Federal Reserve to implement these objectives are open market
operations in U.S. government securities, adjustments of the discount rate and changes in reserve requirements against
bank deposits. These instruments are used in varying combinations to influence overall economic growth and the
distribution of credit, bank loans, investments and deposits. Their use also affects interest rates charged on loans or
paid on deposits.

The monetary policies and regulations of the Federal Reserve have had a significant effect on the operating results of
commercial banks in the past and are expected to continue to do so in the future. The effects of such policies upon our
business, financial condition and results of operations cannot be predicted.

Interest rates and other conditions impact our results of operations.

Our profitability is in large part a function of the spread between the interest rates earned on investments and
loans/leases and the interest rates paid on deposits and other interest bearing liabilities. Like most banking institutions,
our net interest spread and margin will be affected by general economic conditions and other factors, including fiscal
and monetary policies of the federal government that influence market interest rates and our ability to respond to
changes in such rates. At any given time, our assets and liabilities will be such that they are affected differently by a
given change in interest rates. As a result, an increase or decrease in rates, the length of loan/lease terms, the mix of
adjustable and fixed rate loans/leases in our portfolio, the length of time deposits and borrowings, and the rate
sensitivity of our deposit customers could have a positive or negative effect on our net income, capital and liquidity.
We measure interest rate risk under various rate scenarios using specific criteria and assumptions. A summary of this
process, along with the results of our net interest income simulations is presented at “Quantitative and Qualitative
Disclosures about Market Risk” included under Item 7A of Part II of this Form 10‑K. Although we believe our current
level of interest rate sensitivity is reasonable and effectively managed, significant fluctuations in interest rates may
have an adverse effect on our business, financial condition and results of operations.

We are required to maintain capital to meet regulatory requirements, and if we fail to maintain sufficient capital,
whether due to losses, an inability to raise additional capital or otherwise, our financial condition, liquidity and results
of operations, as well as our ability to maintain regulatory compliance, would be adversely affected.

The Company and each of its banking subsidiaries are required by federal and state regulatory authorities to maintain
adequate levels of capital to support their operations, which have recently increased due to the effectiveness of the
Basel III regulatory capital reforms. We intend to grow our business organically and to explore opportunities to grow
our business by taking advantage of attractive acquisition opportunities, and such growth plans may require us to raise
additional capital to ensure that we have adequate levels of capital to support such growth on top of our current
operations. Our ability to raise additional capital, when and if needed or desired, will depend on conditions in the
capital markets, economic conditions and a number of other factors, including investor perceptions regarding the
banking industry and market conditions, and governmental activities, many of which are outside our control, and on
our financial condition and performance. Accordingly, we cannot assure you that we will be able to raise additional
capital if needed or on terms acceptable to us. Our failure to meet these capital and other regulatory requirements
could affect customer confidence, our ability to grow, our costs of funds and FDIC insurance costs, our ability to pay
dividends on common and preferred stock and to make distributions on our trust preferred securities, our ability to
make acquisitions, and our business, results of operations and financial condition.
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Failure to pay interest on our debt may adversely impact our ability to pay common stock dividends.

As of December 31, 2018, we had $40.2 million of junior subordinated debentures held by six business trusts that we
control. Interest expense on the debentures, which totaled $2.0 million for 2018, must be paid before we pay dividends
on our capital stock, including our common stock. We have the right to defer interest payments on the debentures for
up to 20 consecutive quarters. However, if we elect to defer interest payments, all deferred interest must be paid
before we may pay dividends on our capital stock. Deferral of interest payments on the debentures could cause a
subsequent decline in the market price of our common stock because we would not be able to pay dividends on our
common stock.
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As a bank holding company, our sources of funds are limited.

We are a bank holding company, and our operations are primarily conducted by our subsidiary banks, which are
subject to significant federal and state regulation. When available, cash to pay dividends to our stockholders is derived
primarily from dividends received from our subsidiary banks. Our ability to receive dividends or loans from our
subsidiary banks is restricted. Dividend payments by our subsidiaries to us in the future will require generation of
future earnings by them and could require regulatory approval if any proposed dividends are in excess of prescribed
guidelines. Further, as a structural matter, our right to participate in the assets of our subsidiary banks in the event of a
liquidation or reorganization of any of the banks would be subject to the claims of the creditors of such bank,
including depositors, which would take priority except to the extent we may be a creditor with a recognized claim. As
of December 31, 2018, our subsidiary banks had deposits, borrowings and other liabilities in the aggregate of
approximately $4.5 billion.

Declines in asset values may result in impairment charges and adversely affect the value of our investments, financial
performance and capital.

The market value of investments in our securities portfolio has become increasingly volatile in recent years, and as of
December 31, 2018, we had gross unrealized losses of $12.9 million, or 1.9% of amortized cost, in our investment
portfolio (partially offset by gross unrealized gains of $6.2 million). The market value of investments may be affected
by factors other than the underlying performance of the servicer of the securities or the mortgages underlying the
securities, such as ratings downgrades, adverse changes in the business climate and a lack of liquidity in the secondary
market for certain investment securities. On a quarterly basis, we formally evaluate investments and other assets for
impairment indicators. We may be required to record additional impairment charges if our investments suffer a
decline in value that is considered other-than-temporary. If we determine that a significant impairment has occurred,
we would be required to charge against earnings the credit-related portion of the OTTI, which could have a material
adverse effect on our results of operations in the periods in which the write-offs occur. Based on management’s
evaluation, it was determined that the gross unrealized losses at December 31, 2018 were temporary and primarily a
function of the changes in certain market interest rates.

Liquidity risks could affect operations and jeopardize our business, results of operations and financial condition.

Liquidity is essential to our business. An inability to raise funds through deposits, borrowings, the sale of securities
and/or loans and other sources could have a substantial negative effect on our liquidity. Our primary sources of funds
consist of cash from operations, deposits, investment maturities, repayments, and calls, and loan/lease repayments.
Additional liquidity is provided by federal funds purchased from the FRB or other correspondent banks, FHLB
advances, wholesale and customer repurchase agreements, brokered deposits, and the ability to borrow at the FRB’s
Discount Window. Our access to funding sources in amounts adequate to finance or capitalize our activities or on
terms that are acceptable to us could be impaired by factors that affect us directly or the financial services industry or
economy in general, such as disruptions in the financial markets or negative views and expectations about the
prospects for the financial services industry.

During periods of economic turmoil, the financial services industry and the credit markets generally may be materially
and adversely affected by significant declines in asset values and depressed levels of liquidity. Furthermore, regional
and community banks generally have less access to the capital markets than do the national and super-regional banks
because of their smaller size and limited analyst coverage. Any decline in available funding could adversely impact
our ability to originate loans/leases, invest in securities, meet our expenses, pay dividends to our stockholders, or
fulfill obligations such as repaying our borrowings or meeting deposit withdrawal demands, any of which could have
a material adverse impact on our liquidity, business, results of operations and financial condition.
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The success of our SBA lending program is dependent upon the continued availability of SBA loan programs, our
status as a preferred lender under the SBA loan programs and our ability to comply with applicable SBA lending
requirements.

As an SBA Preferred Lender, we enable our clients to obtain SBA loans without being subject to the potentially
lengthy SBA approval process necessary for lenders that are not SBA Preferred Lenders. The SBA periodically
reviews the lending operations of participating lenders to assess, among other things, whether the lender exhibits
prudent risk management. When weaknesses are identified, the SBA may request corrective actions or impose other
restrictions, including revocation of the lender’s SBA Preferred Lender status. If we lose our status as an SBA
Preferred Lender, we may lose our ability to compete effectively with other SBA Preferred Lenders, and as a result we
would experience a material adverse effect to
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our financial results. Any changes to the SBA program, including changes to the level of guaranty provided by the
federal government on SBA loans or changes to the level of funds appropriated by the federal government to the
various SBA programs, may also have an adverse effect on our business, results of operations and financial condition.

Historically we have sold the guaranteed portion of our SBA 7(a) loans in the secondary market. These sales have
resulted in our earning premium income and/or have created a stream of future servicing income. There can be no
assurance that we will be able to continue originating these loans, that a secondary market will exist or that we will
continue to realize premiums upon the sale of the guaranteed portion of these loans. When we sell the guaranteed
portion of our SBA 7(a) loans, we incur credit risk on the retained, non-guaranteed portion of the loans.

In the event of a loss resulting from default and the SBA determines there is a deficiency in the manner in which the
loan was originated, funded or serviced by the us, the SBA may require us to repurchase the loan, deny its liability
under the guaranty, reduce the amount of the guaranty, or, if it has already paid under the guaranty, seek recovery of
the principal loss related to the deficiency from us, any of which could adversely affect our business, results of
operations and financial condition.

A prolonged U.S. government shutdown or default by the U.S. on government obligations would harm our results of
operations.

Our results of operations, including revenue, non-interest income, expenses and net interest income, would be
adversely affected in the event of widespread financial and business disruption on account of a default by the United
States on U.S. government obligations or a prolonged failure to maintain significant U.S. government operations,
including the recent partial shutdown of the U.S. government which ended on January 25, 2019.  Of particular impact
to the Company are the operations pertaining to the SBA or the FDIC.  Any such failure to maintain such U.S.
government operations, and the after-effects of such shutdown, could impede our ability to originate SBA loans and
our ability to sell such loans in the secondary market, which would materially adversely affect our business, results of
operations and financial condition.

In addition, many of our investment securities are issued by and some of our loans are made to the U.S. government
and government agencies and sponsored entities. Uncertain domestic political conditions, including prior federal
government shutdowns and potential future federal government shutdowns or other unresolved political issues, may
pose credit default and liquidity risks with respect to investments in financial instruments issued or guaranteed by the
federal government and loans to the federal government. Any downgrade in the sovereign credit rating of the United
States, as well as sovereign debt issues facing the governments of other countries, could have a material adverse
impact on financial markets and economic conditions in the United States and worldwide. Any such adverse impact
could have a material adverse effect on our liquidity, financial condition and results of operations.

Changes in U.S. trade policies, such as the implementation of tariffs, and other factors beyond the Company’s control
may adversely impact our business, financial condition and results of operations.
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In 2018, the U.S. government implemented tariffs on certain products, and certain countries or entities, such as
Mexico, Canada, China and the European Union, have issued or continue to threaten retaliatory tariffs against
products from the United States, including agricultural products.  Additional tariffs and retaliatory tariffs may be
imposed in the future by the United States and these and other countries.  Tariffs, retaliatory tariffs or other trade
restrictions on products and materials that our customers import or export, including among others, agricultural
products, could cause the prices of our customers’ products to increase which could reduce demand for such products,
or reduce our customer margins, and adversely impact their revenues, financial results and ability to service debt,
which, in turn, could adversely affect our financial condition and results of operations. In addition, to the extent
changes in the political environment have a negative impact on us or on the markets in which we operate, our
business, results of operations and financial condition could be materially and adversely impacted in the future.

Our business is concentrated in and dependent upon the continued growth and welfare of the Quad Cities, Cedar
Rapids, Waterloo/Cedar Falls, Des Moines/Ankeny, Springfield, and Rockford markets.

We operate primarily in the Quad Cities, Cedar Rapids, Waterloo/Cedar Falls, Des Moines/Ankeny, Iowa,
Springfield, Missouri and Rockford, Illinois markets, and as a result, our financial condition, results of operations and
cash flows are subject to changes in the economic conditions in those areas. We have developed a particularly strong
presence in Bettendorf, Cedar Falls, Cedar Rapids, Davenport, Waterloo, and Ankeny, Iowa and Moline, Rock Island,
Springfield, Missouri and Rockford, Illinois and their surrounding communities. Our success depends upon the
business activity,
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population, income levels, deposits and real estate activity in these markets. Although our customers’ business and
financial interests may extend well beyond these market areas, adverse economic conditions that affect these market
areas could reduce demand for our products and services, affect the ability of our customers to repay their loans to us,
increase the levels of our nonperforming and problem loans, and generally affect our financial condition and results of
operations. Because of our geographic concentration, we are less able than other regional or national financial
institutions to diversify our credit risks across multiple markets.

We face intense competition in all phases of our business from other banks and financial institutions.

The banking and financial services businesses in our markets are highly competitive. Our competitors include large
regional banks, local community banks, savings and loan associations, securities and brokerage companies, mortgage
companies, insurance companies, finance companies, money market mutual funds, credit unions, online lenders and
other non-bank financial services providers. Many of these competitors are not subject to the same regulatory
restrictions as we are. Many of our unregulated competitors compete across geographic boundaries and are able to
provide customers with a feasible alternative to traditional banking services.

Increased competition in our markets may result in a decrease in the amounts of our loans and deposits, reduced
spreads between loan/lease rates and deposit rates or loan/lease terms that are more favorable to the borrower. Any of
these results could have a material adverse effect on our ability to grow and remain profitable. If increased
competition causes us to significantly discount the interest rates we offer on loans or increase the amount we pay on
deposits, our net interest income could be adversely impacted. If increased competition causes us to modify our
underwriting standards, we could be exposed to higher losses from lending and leasing activities. Additionally, many
of our competitors are much larger in total assets and capitalization, have greater access to capital markets, have larger
lending limits and offer a broader range of financial services than we can offer.

The stock market can be volatile, and fluctuations in our operating results and other factors, could cause our stock
price to decline.

The stock market has experienced, and may continue to experience, fluctuations that significantly impact the market
prices of securities issued by many companies. Most recently, like the stock of other financial institutions generally,
the price of the Company’s common stock as reported on the Nasdaq Global Market has increased substantially since
the U.S. presidential election. Market fluctuations could also adversely affect our stock price. These fluctuations have
often been unrelated or disproportionate to the operating performance of particular companies. These broad market
fluctuations, as well as general economic, systemic, political and market conditions, such as recessions, loss of
investor confidence, interest rate changes, or international currency fluctuations, may negatively affect the market
price of our common stock. Moreover, our operating results may fluctuate and vary from period to period due to the
risk factors set forth herein. As a result, period-to-period comparisons should not be relied upon as an indication of
future performance. Our stock price could fluctuate significantly in response to our quarterly or annual results and the
impact of these risk factors on our operating results or financial position.

The transition to an alternative reference rate could cause instability and have a negative effect on financial market
conditions.

The LIBOR represents the interest rate at which banks offer to lend funds to one another in the international interbank
market for short-term loans.  Beginning in 2008, concerns were expressed that some of the member banks surveyed by
the BBA in connection with the calculation of LIBOR rates may have been under-reporting or otherwise manipulating
the interbank lending rates applicable to them. Regulators and law enforcement agencies from a number of
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governments have conducted investigations relating to the calculation of LIBOR across a range of maturities and
currencies. If manipulation of LIBOR or another inter-bank lending rate occurred, it may have resulted in that rate
being artificially lower (or higher) than it otherwise would have been. Responsibility for the calculation of LIBOR
was transferred to ICE Benchmark Administration Limited, as independent LIBOR administrator, effective
February 1, 2014.

On July 27, 2017, the U.K. Financial Conduct Authority announced that it will no longer persuade or compel banks to
submit rates for the calculation of LIBOR rates after 2021 (the “July 27th Announcement”). The July 27th
Announcement indicates that the continuation of LIBOR on the current basis cannot and will not be guaranteed after
2021. Consequently, at this time, it is not possible to predict whether and to what extent banks will continue to provide
LIBOR submissions to the administrator of LIBOR or whether any additional reforms to LIBOR may be enacted in
the United Kingdom or elsewhere. Similarly, it is not possible to predict whether LIBOR will continue to be viewed as
an acceptable benchmark,
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what rate or rates may become accepted alternatives to LIBOR or the effect of any such changes in views or
alternatives on the value of LIBOR-linked securities.

Although the Financial Stability Oversight Council has recommended a transition to an alternative reference rate in
the event LIBOR is no longer available after 2021, such plans are still in development and, if enacted, could present
challenges.  Moreover, contracts linked to LIBOR are vast in number and value, are intertwined with numerous
financial products and services, and have diverse parties.  The downstream effect of unwinding or transitioning such
contracts could cause instability and negatively impact the financial markets and individual institutions. The
uncertainty surrounding the sustainability of LIBOR more generally could undermine market integrity and threaten
individual financial institutions and the U.S. financial system more broadly.

If securities or industry analysts do not publish or cease publishing research reports about us, if they adversely change
their recommendations regarding our stock or if our operating results do not meet their expectations, the price of our
stock could decline.

The trading market for our common stock can be influenced by the research and reports that industry or securities
analysts may publish about us, our business, our market or our competitors. If there is limited or no securities or
industry analyst coverage of us, the market price for our stock could be negatively impacted. Moreover, if any of the
analysts who elect to cover us downgrade our common stock, provide more favorable relative recommendations about
our competitors or if our operating results or prospects do not meet their expectations, the market price of our
common stock may decline. If one or more of these analysts ceases coverage of us or fails to publish reports on us
regularly, demand for our stock could decrease, which could cause our stock price and trading volume to decline.

The soundness of other financial institutions could negatively affect us.

Our ability to engage in routine funding and other transactions could be negatively affected by the actions and
commercial soundness of other financial institutions. Financial services institutions are interrelated as a result of
trading, clearing, counterparty or other relationships. Defaults by, or even rumors or questions about, one or more
financial services institutions, or the financial services industry generally, have led to market-wide liquidity problems
and losses of depositor, creditor and counterparty confidence and could lead to losses or defaults by us or by other
institutions. We could experience increases in deposits and assets as a result of the difficulties or failures of other
banks and government-sponsored financial institutions, which would increase the capital we need to support our
growth.

Our community banking strategy relies heavily on our subsidiaries’ independent management teams, and the
unexpected loss of key managers may adversely affect our operations.

We rely heavily on the success of our bank subsidiaries’ independent management teams. Accordingly, much of our
success to date has been influenced strongly by our ability to attract and to retain senior management experienced in
banking and financial services and familiar with the communities in our market areas. Our ability to retain the
executive officers and current management teams of our operating subsidiaries will continue to be important to the
successful implementation of our strategy. It is also critical, as we manage our existing portfolio and grow, to be able
to attract and retain qualified additional management and loan officers with the appropriate level of experience and
knowledge about our market areas to implement our community-based operating strategy. The unexpected loss of
services of any key management personnel, or the inability to recruit and retain qualified personnel in the future, could
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have an adverse effect on our business, financial condition and results of operations. Effective succession planning is
also important to our long-term success. Failure to ensure effective transfer of knowledge and smooth transitions
involving key employees could hinder our strategic planning and execution.

We have a continuing need for technological change, and we may not have the resources to effectively implement new
technology.

The financial services industry continues to undergo rapid technological changes with frequent introductions of new
technology-driven products and services. In addition to enabling us to better serve our customers, the effective use of
technology increases efficiency and the potential for cost reduction. Our future success will depend in part upon our
ability to address the needs of our customers by using technology to provide products and services that will satisfy
customer demands for convenience as well as to create additional efficiencies in our operations as we continue to
grow our market share. Many of our larger competitors have substantially greater resources to invest in technological
improvements. As a
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result, they may be able to offer additional or superior products to those that we will be able to offer, which would put
us at a competitive disadvantage. Accordingly, we cannot provide you with assurance that we will be able to
effectively implement new technology-driven products and services or be successful in marketing such products and
services to our customers.

Our reputation could be damaged by negative publicity.

Reputational risk, or the risk to our business, financial condition or results of operations from negative publicity, is
inherent in our business. Negative publicity can result from actual or alleged conduct in a number of areas, including
legal and regulatory compliance, lending practices, corporate governance, litigation, inadequate protection of customer
data, ethical behavior of our employees, and from actions taken by regulators, ratings agencies and others as a result of
that conduct. Damage to our reputation could impact our ability to attract new or maintain existing loan and deposit
customers, employees and business relationships.

The preparation of our Consolidated Financial Statements requires us to make estimates and judgments, which are
subject to an inherent degree of uncertainty and which may differ from actual results.

Our Consolidated Financial Statements are prepared in accordance with U.S. GAAP and general reporting practices
within the financial services industry, which require us to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses and related disclosure of contingent assets and liabilities. Some
accounting policies, such as those pertaining to our allowance, require the application of significant judgment by
management in selecting the appropriate assumptions for calculating financial estimates. By their nature, these
estimates and judgments are subject to an inherent degree of uncertainty and actual results may differ from these
estimates and judgments under different assumptions or conditions, which may have a material adverse effect on our
financial condition or results of operations in subsequent periods.

From time to time, the FASB and the SEC change the financial accounting and reporting standards or the
interpretation of those standards that govern the preparation of our external financial statements. These changes are
beyond our control, can be difficult to predict and could materially impact how we report our financial condition and
results of operations.

For example, the FASB has adopted a new accounting standard that will be effective for our first fiscal year after
December 15, 2019. This standard, referred to as Current Expected Credit Loss, or CECL, will require financial
institutions to determine periodic estimates of lifetime expected credit losses on loans, and recognize the expected
credit losses as allowances. This will change the current method of providing allowances that are probable, which may
require us to increase our allowance, and to greatly increase the types of data we will need to collect and review to
determine the appropriate level of the allowance. Any increase in our allowance or expenses incurred to determine the
appropriate level of the allowance may have a material adverse effect on our financial condition and results of
operations.

Secondary mortgage, government guaranteed loan and interest rate swap market conditions could have a material
impact on our financial condition and results of operations.

Currently, we sell a portion of the residential real estate and government guaranteed loans we originate. The
profitability of these operations depends in large part upon our ability to make loans and to sell them in the secondary
market at a gain. Thus, we are dependent upon the existence of an active secondary market and our ability to
profitably sell loans into that market.
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In addition to being affected by interest rates, the secondary markets are also subject to investor demand for residential
mortgages and government guaranteed loans and investor yield requirements for those loans. These conditions may
fluctuate or even worsen in the future. As a result, a prolonged period of secondary market illiquidity may reduce our
loan production volumes and could have a material adverse effect on our financial condition and results of operations.

The interest rate swap market is dependent upon market conditions. If interest rates move, interest rate swap
transactions may no longer make sense for the Company and/or its customers. Interest rate swaps are generally
appropriate for commercial customers with a certain level of expertise and comfort with derivatives, so our success is
dependent upon the ability to make loans to these types of commercial customers. Additionally, our ability to execute
interest rate swaps is also dependent upon counterparties that are willing to enter into the interest rate swap that is
equal and offsetting to the interest rate swap we enter into with the commercial customer.
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Consumers and businesses are increasingly using non-banks to complete their financial transactions, which could
adversely affect our business and results of operations.

Technology and other changes are allowing consumers and businesses to complete financial transactions that
historically have involved banks through alternative methods. For example, the wide acceptance of Internet-based
commerce has resulted in a number of alternative payment processing systems and lending platforms in which banks
play only minor roles. Customers can now maintain funds in prepaid debit cards or digital currencies, and pay bills
and transfer funds directly without the direct assistance of banks. The diminishing role of banks as financial
intermediaries has resulted and could continue to result in the loss of fee income, as well as the loss of customer
deposits and the related income generated from those deposits. The loss of these revenue streams and the potential loss
of lower cost deposits as a source of funds could have a material adverse effect on our business, financial condition
and results of operations.

New lines of business or new products and services may subject us to additional risks.

From time to time, we may seek to implement new lines of business or offer new products and services within existing
lines of business in our current markets or new markets. There are substantial risks and uncertainties associated with
these efforts, particularly in instances where the markets are not fully developed. In developing and marketing new
lines of business and/or new products and services, we may invest significant time and resources. Initial timetables for
the introduction and development of new lines of business and/or new products or services may not be achieved and
price and profitability targets may not prove feasible, which could in turn have a material negative effect on our
operating results.

We have a substantial amount of debt outstanding and may incur additional indebtedness in the future, which could
restrict our operations.

As of December 31, 2018, on an adjusted basis to give effect to the sale of our 5.375% Fixed-to-Floating Rate
Subordinated Notes due February 15, 2029 (the “Notes”) and the application of the net proceeds to the repayment of our
then existing indebtedness with First National Bank of Omaha, we had approximately $101.1 million of total
indebtedness outstanding at the holding company level. In the future, it is possible that we may not generate sufficient
revenues to service or repay our debt, and have sufficient funds left over to achieve or sustain profitability in our
operations, meet our working capital and capital expenditure needs, and to pay dividends to our common stockholders.

Moreover, the degree to which we are leveraged could have important consequences for our stockholders, including:

· limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which we
operate;

· making it more difficult for us to satisfy our debt and other obligations;
· limiting our ability to borrow additional funds, or to sell assets to raise funds, if needed, for working capital, capital

expenditures, acquisitions or other purposes;
· increasing our vulnerability to general adverse economic and industry conditions, including changes in interest

rates; and
· placing us at a competitive disadvantage compared to our competitors that have less debt.

Item 1B.    Unresolved Staff Comments
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Item 2.    Properties

The following table is a listing of the Company’s operating facilities:

Facility
Facility Square Owned or

Facility Address Footage Leased

QCR Holdings, Inc.
3551 7th Street in Moline, IL (1) 30,000 Owned
4550 N Brady Street in Davenport, IA 10,300 Owned

QCBT
2118 Middle Road in Bettendorf, IA 6,700 Owned
4500 N Brady Street in Davenport, IA 36,000 Owned
5405 Utica Ridge Road in Davenport, IA 7,400 Leased
1700 Division Street in Davenport, IA 12,000 Owned

CRBT
500 1st Avenue NE, in Cedar Rapids, IA 48,000 Owned
5400 Council Street in Cedar Rapids, IA 5,900 Owned
422 Commercial Street in Waterloo, IA (2) 25,000 Owned
11 Tower Park Drive in Waterloo, IA (2) 6,000 Owned
312 W 1st Street in Cedar Falls, IA (2) 4,800 Owned
2711 Bever Ave SE in Cedar Rapids, IA (3) 2,200 Owned
191 Jacolyn Dr NW in Cedar Rapids, IA (3) (4) 1,700 Owned
700 25th St in Marion, IA (3) 3,400 Owned
3406 F Ave NW in Cedar Rapids, IA (4) 4,100 Owned

CSB
817 N Ankeny Boulevard, in Ankeny, IA 13,000 Owned
200 8th Street SE, in Altoona, IA 6,000 Owned
902 SE Oralabor Road, in Ankeny, IA 3,900 Owned
1640 SW White Birch Circle, in Ankeny, IA 15,700 Owned
3540 E 33rd Street, in Des Moines, IA 3,900 Owned
1401 E Euclid, in Des Moines, IA 4,500 Owned
6175 Merle Hay Road, in Johnston, IA 9,200 Owned
1025 N Hickory Boulevard, in Pleasant Hill, IA 4,500 Owned
4811 SE 14th Street, in Des Moines, IA 3,500 Owned
460 SE University Avenue, in Waukee, IA 6,000 Owned

RB&T
4571 Guilford Road in Rockford, IL 20,000 Owned
308 West State Street in Rockford, IL 1,100 Leased

SFC Bank
2006 S Glenstone Ave in Springfield, MO 14,500 Owned
1615-B East Primrose in Springfield, MO 1,400 Leased
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m2
175 North Patrick Boulevard in Brookfield, WI 6,500 Leased

Bates Companies
8437 Northern Avenue in Rockford, IL 12,400 Leased

(1)
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