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10 Our Shareholders, Customers, and Friends:

| am pleased to report strong year over year and record earnings for
this 1st quarter of our 100th anniversary year of Heartland Bank.
Overall, our asset quality remains strong. Coupled with both loan and
deposit growth and an improved net interest margin, this provides the
fundamentals for future earnings growth.

Heartland BancCorp reported a record 1st quarter 2011 net income
of $1.260 million or $0.81 per diluted share up 18% over eamings of
$1.066 million or $0.69 per diluted share for the 1st quarter of 2010.
The recent quarter’s earnings as compared with the first quarter of
2010 reflect higher net interest income, resulting from a widening

of the net interest margin, higher non-interest income and lower or
improved operating expense. Net interest income, after provision
for loan loss, increased $184 thousand or 4% for the 1st quarter of
2011 over the prior year. The increase in net interest income was due
primarily to a 27% decline in the cost of funds partially offset by a
5% decline in interest income and a 4% increase in the provision for
loan loss. The improved margin reflects the continued low and stable
interest rates in effect during the quarter resulting in the downward
repricing of funding costs as well as lower cost of new funds acquired.

Additional financial highlights for the first quarter of 2011 compared
to the same period in 2010 include:

« Total assets increased $17 million or 3% to $559 million.

« Net loans increased $1.2 million to $394 million.

« Shareholders’ equity increased $1.8 million or 4% to $46.1 million.
« Book value per share increased $1.17 or 4% to $30.02 per share.

As a result of our continued earnings growth, our Board of Directors
declared a 2nd quarter 2011 cash dividend of $0.3217 per share pay-
able to shareholders of record June 25, 2011, payable July 10, 2011.
This dividend results in a dividend payout ratio of 40% and based upon
the closing value of Heartland BancCorp stock on March 31,2011 a
dividend yield of 5.09%.

As we continue to emerge into an expanding economy we are very
encouraged about opportunities to advance our market share as we
continue to fulfill the banking needs of the communities we serve
while extending our franchise through technology based product
offerings. Our years of consistent strong earnings have resulted in
increases in our requlatory capital ratios. | believe we will have many
opportunities in future years to profitably deploy this accumulated
capital while rewarding our shareholders. Thank you for banking with
Heartland. We value your business and look forward to serving you.

Sincerely, b

’ el ."'
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Tiney M. McComb
Chairman & CEO

Consolidated Financials

Heartland BancCorp
Consolidated Statements of Income
Three Months ended March 31,2011 and 2010

Interest Income
Loans
Securities
Taxable
Tax-exempt
Other
Federal funds sold

Total interest income

Interest Expense
Deposits
Borrowings

Total interest expense

Net Interest Income
Provision for Loan Losses

Net Interest Income After Provision for Loan Losses

Noninterest Income
Service charges
Net gains and commissions on loan sales
Net realized gains on available for sale securities
Net realized gain (loss) on sale of foreclosed assets
Other

Total noninterest income

Noninterest Expense
Salaries and employee benefits
Net occupancy and equipment expense
Data processing fees
Professional fees
Marketing expense
Printing and office supplies
State franchise taxes
FDIC insurance premiums
Other

Total noninterest expense

Income Before Income Tax

Provision for Income Taxes

Net Income
Basic Earnings Per Share

Diluted Earnings Per Share

Three Months Ended March 31,

2011 2010
$ 5,658,430 $5,956,814
611,423 721,427
405,108 337,295
6,873 11,033
15 22
6,681,849 7,026,591
1,408,672 1,957,362
93,243 92,504
1,501,915 2,049,866
5,179,934 4,976,725
544,500 525,000
4,635,434 4,451,725
548,331 514,723
8,615 12,088
96 128,588
24,794 (8,131)
172,686 74,860
754,522 722,128
2,098,422 2,011,305
420,196 494,939
188,537 182,087
135,006 152,377
107,505 107,505
48,743 54,918
146,847 136,784
121,500 210,000
398,847 342,836
3,665,603 3,692,751
1,724,353 1,481,102
464,811 415,321

$ 1,259,542

$ 1,065,781

$0.82

$0.69

$0.81

$0.69




