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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
| QUARTERLY REPORT UNDER SECTION 13 OR 15(D) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED March 31, 2011
O TRANSITION REPORT UNDER SECTION 13 OR 15 (D) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO
COMMISSION FILE NUMBER: 000-49883
(Exact Name of Registrant as Specified in Its Ghrart
California 75-298709¢
(State or Other Jurisdiction (I.LR.S. Employer Identification No
Incorporation or Organizatiol
35 S. Lindan Avenue, Quincy, California 95971
(Address of Principal Executive Office (Zip Code)

Registrant’s Telephone Number, Including Area C¢i89) 283-7305

Indicated by check mark whether the registranthéls filed all reports required to be filed by $mttl3 or 15 (d) of the Secuiriti
Exchange Act of 1934 during the preceding 12 mofth$or such shorter period that the registrans wexjuired to file such report
and (2) has been subject to such filing requiresortthe past 90 days. Y& No O

Indicate by check mark whether the registrant hasmitted electronically and posted on its corporfédteb site, if any, eve
Interactive Data File required to be submitted posited pursuant to Rule 405 of Regulatioh §232.405 of this chapter) during
preceding 12 months (or for such shorter periottti@aregistrant was required to submit and post $iles). Yesd No O

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-accelerated filer, or a smal

reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “smalleporting company” in Rule 12b-
of the Exchange Act.

Large Accelerated File™ Accelerated FileO Non-Accelerated FileO Smaller Reporting Compar
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yedd No M

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as of A®jl2011. 4,776,339 shares
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PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

PLUMAS BANCORP

CONDENSED CONSOLIDATED BALANCE SHEET

(Unaudited)
(In thousands, except share data)

Assets
Cash and casequivalent:
Investment securitie

Loans, less allowance for loan losses of $8,79@ath 31, 2011 and $7,324 at December 31,

2010
Premises and equipment, |
Bank owned life insuranc
Real estate and vehicles acquired through forer
Accrued interest receivable and other as

Total asset

Liabilities and Shareholders Equity

Deposits;
Nor-interest bearin
Interest bearin
Total deposit:
Accrued interest payable and other liabilit
Junior subordinated deferrable interest deben

Total liabilities

Commitments and contingencies (Note

Shareholder equity:
Serial preferred stock, no par value; 10,000,0@G0eshauthorized; 11,949 issued and
outstanding at March 31, 2011 and December 31,
Common stock, no par value; 22,500,000 shares Al issued and outstanding —
4,776,339 shares at March 31, 2011 and Decemb&030
Retained earning
Accumulated other comprehensive i
Total shareholde’ equity
Total liabilities and sharehold¢ equity

See notes to unaudited condensed consolidateccfalatatements.

March 31, December 31
2011 2010
$ 59,72( $ 64,62¢

64,35¢ 63,017
295,90: 307,15:
14,18: 14,43:
10,55¢ 10,46:
9,09t 8,88¢
15,89:¢ 15,90¢
$ 469,70 $ 484,48(
$ 110,79: $ 111,80:
304,13¢ 313,08!
414,92¢ 424.88°
5,891 11,29¢
10,31( 10,31(
431,13: 446,49
11,70: 11,68:
5,94¢ 6,027
21,057 20,33:
(139) (52
38,57 37,98¢
$ 469,70 $ 484,48(
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PLUMAS BANCORP
CONDENSED CONSOLIDATED STATEMENT OF INCOME
(Unaudited)
(In thousands, except per share data)

For the Three Months
Ended March 31,

2011 2010
Interest Income:
Interest and fees on loa $ 4,38: $ 4,76¢
Interest on investment securiti¢
Taxable 351 507
Exempt from Federal income tax 4 107
Other 29 5
Total interest incom 4,76¢€ 5,38¢
Interest Expense:
Interest on deposi 50C 78¢
Interest on borrowing — 69
Interest on junior subordinated deferrable intedestenture 76 74
Other 10 1
Total interest expens 58€ 932
Net interest income before provision for loan las 4,18( 4,45¢
Provision for Loan Losses 1,70( 1,50(
Net interest income after provision for loan los 2,48( 2,95¢
Non-Interest Income:
Service charge 82¢ 89¢
Gain on sale of loar 722 —
Earnings on Bank owned life insurance polic 117 10¢
Gain on sale of investmer 16t 57C
Other 19t 21C
Total nor-interest incom 2,027 1,78
Non-Interest Expenses:
Salaries and employee bene 2,371 2,54¢
Occupancy and equipme 80t 713
Other 1,072 1,44¢
Total nor-interest expense 4,24¢ 4,71(
Income before provision (benefit) for income ta 25¢ 33
Provision (Benefit) for Income Taxes 36 (107)
Net income $ 223 $ 134
Preferred Stock Dividends and Discount Accretior (177) (177)
Net income (loss) available to common sharehol $ 52 $ (37
Basic income (loss) per common sh $ 0.01 $ (0.03)
Diluted income (loss) per common sh $ 0.01 $ (0.07)

See notes to unaudited condensed consolidatedc:falatatements.
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PLUMAS BANCORP
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)
(In thousands)

For the Three Months
Ended March 31,

2011 2010
Cash Flows from Operating Activities:
Net income $ 22¢ $ 134
Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for loan losse 1,70C 1,50(C
Change in deferred loan origination costs/fees (89) (45)
Depreciation and amortizatic 371 44z
Stocl-based compensation expel (83 (72
Amortization of investment security premiul 11z 15¢
Accretion of investment security discoul 5) (58)
Net loss on sale of other real esi — 19
Gain on sale of investmer (165) (570)
Gain on sale of loans held for si (722) —
Loans originated for sa (4,91%) (3,27))
Proceeds from secured borrowi — 3,44¢
Proceeds from loan sal 5,23¢ —
Net gain on sale of other vehicles owt — ©)]
Benefit from change in OREO valuati (400) —
Earnings on bar-owned life insurance policie (92 (86)
Decrease in accrued interest receivable and ofisets 14C 94t
Decrease in accrued interest payable and othelitleh (590 (423)
Net cash provided by operating activit 724 2,117
Cash Flows from Investing Activities:

Proceeds from matured and called avail-for-sale investment securiti 7,00(C 7,24t

Proceeds from principal repayments from availableshle government-guaranteed
mortgag-backed securitie 1,84¢ 1,89
Purchases of availal-for-sale securitie (14,18 (2,200
Proceeds from sale of availa-for-sale securitie 3,921 14,54(
Net decrease in loal 5,46 5,71¢
Proceeds from sale of other real es 334 1,43¢
Proceeds from sale of other vehic 7 34
Purchase of premises and equipr (55 (1,059
Net cash provided by investing activiti 4,33( 28,71¢

Continued on next page.
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PLUMAS BANCORP
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(Unaudited)
(In thousands)
(Continued)
For the Three Months
Ended March 31,
2011 2010
Cash Flows from Financing Activities:
Net decrease in demand, interest bearing and sadigpsit: $ (1,428 $ (8,042)
Net (decrease) increase in time depc (8,539 6,77¢
Net decrease in sh-term borrowings — (20,000
Payment of cash dividends on preferred s — (150)
Net cash used in financing activiti (9,962 (21,419
(Decrease) increase in cash and cash equiv (4,909¢) 9,41¢
Cash and Cash Equivalents at Beginning of Yee 64,62¢ 59,49:
Cash and Cash Equivalents at End of Perio $ 59,72( $ 68,91:
Supplemental Disclosure of Cash Flow Information
Cash paid during the period f
Interest expens $ 58€ $ 897
Income taxe: $ — $ —

Non-Cash Investing Activities:
Real estate and vehicles acquired through forer
Net change in unrealized gain/loss on avail-for-sale securitie

152 $ 1,14¢
@) $ (190)

&

See notes to unaudited condensed consolidatedcfalatatements.
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PLUMAS BANCORP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. GENERAL

During 2002, Plumas Bancorp (the “Companwas incorporated as a bank holding company fomptimpose of acquiring Plum
Bank (the “Bank”)in a one bank holding company reorganization. Thigporate structure gives the Company and the Basite
flexibility in terms of operation expansion and elisification. The Company formed Plumas Statutanyst| (“Trust 1”) for the soli
purpose of issuing trust preferred securities got&@eber 26, 2002. The Company formed Plumas Stgtdiast 11 (“Trust II”) for
the sole purpose of issuing trust preferred seeardn September 28, 2005.

The Bank operates eleven branches in Californ@udting branches in Alturas, Chester, Fall RivetldliGreenville, Kings Beac
Portola, Quincy, Redding, Susanville, Tahoe Cityd @ruckee. In addition to its branch network, Bank operates an administrat
office in Reno, Nevada and a lending office spédiag in government-guaranteed lending in Auburalifdrnia. The Banks priman
source of revenue is generated from providing ldansustomers who are predominately small and reigdarket businesses
individuals residing in the surrounding areas.

The Banks deposits are insured by the Federal Deposit anser Corporation (FDIC) up to applicable legal taniThe Ban
participated in the Federal Deposit Insurance Qapan (FDIC) Transaction Account Guarantee Prograémder the prograr
through December 31, 2010, all noninterles&ring transaction accounts were fully guarantsethe FDIC for the entire amount
the account. On July 21, 2010, President Barackr@tsigned the DodBrank Wall Street Reform and Consumer Protection(the
“Dodd-Frank Act"), which, in part, permanently raises the current ddath maximum deposit insurance amount to $250
Amendments related to the enactment of the Dedatk Act now provide full deposit insurance cogerdor noninterest beari
deposit transaction accounts beginning Decembe2(@ll) for an additional two year period.

2. REGULATORY MATTERS

Effective March 16, 2011, in connection with thenB& regularly scheduled 2010 Joint FDIC and Califaibepartment of Financ
Institutions (“DFI”) examination, the Bank enteriedo a Consent Order (“Orderiyith the FDIC and the DFI. The FDIC and DF
the Consent Order, require certain actions to bentdy the Bank including among others:

. Within 240 days of the date of the Order, inceeasd maintain the Bark’'leverage ratio to at least 10% and wi
120 days of the date of the Order, maintain italtask-based capital ratio at 13% or mo

. Reduce or eliminate certain classified assetslével not exceeding sixty percent of Tier | Cap#ad allowance for loz
and lease losses (“ALLL"r by approximately $19.4 million within 180 dayfstiee date of the Order and reducing thel
fifty percent of Tier | Capital and ALLL or by ardditional $4.9 million within 240 days of the Org

. Obtain an independent study of the management argbipnel structure of the Bank within 150 dayshef tlate of th
Order to determine whether the Bank is staffed bglified individuals commensurate with its size aisk profile tc
ensure the safe and profitable operation of thekB

. Not pay cash dividends to Plumas Bancorp withoaitattior written consent of the FDIC and D

One of Managemerd’top priorities has and will continue to be toues its problem assets. The Order serves to fazmalni
reinforce the Company’s on-going plans to stremgttiee Company’s operations and to implement thekBastrategic plal
Currently the Bank has exceeded the Order’'s tasaHyased capital ratio goal of 13% and Management @gpe achieve tt
leverage ratio target of 10% by year end throughrabination of profit retention and a reductiorhigher rate deposits resulting i
corresponding reduction in lower rate interest-g@yassets. As of March 31, 2011, the Bank’s leyeratio was 9.2% and total risk-
based capital ratio was 14.3%.
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3. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The condensed consolidated financial statementsidacthe accounts of the Company and the accouniss ovholly-ownec
subsidiary, Plumas Bank. Plumas Statutory Trusindl #lumas Statutory Trust Il are not consolidatetb ithe Companyg’
consolidated financial statements and, accordinglg, accounted for under the equity method. Inafhi@ion of management, t
unaudited condensed consolidated financial statesmeontain all adjustments (consisting of only nakmecurring adjustment
necessary to present fairly the Companfynancial position at March 31, 2011 and the ltesaf its operations and its cash flows
the three-month periods ended March 31, 2011 arid.2Certain reclassifications have been made tor peériods balances -
conform to classifications used in 2011.

The unaudited condensed consolidated financiatrstants of the Company have been prepared pursu#im rules and regulatic
of the Securities and Exchange Commission (“SEGF)ifiterim reporting on Form 1Q- Accordingly, certain disclosures normi
presented in the notes to the annual consolidateshdial statements prepared in accordance witbuating principles genera
accepted in the United States of America (“GAAR8ve been omitted. The Company believes that theladiures are adequate
make the information not misleading. These intdimancial statements should be read in conjunatidh the consolidated financ
statements and notes thereto included in the Coy2010 Annual Report to Shareholders on FornkK1@he results of operatio
for the threemonth period ended March 31, 2011 may not necégdagi indicative of future operating results. Ireparing suc
financial statements, management is required toenegtimates and assumptions that affect the repaent@ounts of assets ¢
liabilities as of the date of the balance sheet sswknues and expenses for the periods reportetliaAcesults could diff
significantly from those estimates.

Management has determined that because all ofaimenercial banking products and services offeretheyCompany are availal
in each branch of the Bank, all branches are ldcat¢hin the same economic environment and managemhees not alloca
resources based on the performance of differeningnor transaction activities, it is appropriateafggregate the Bank branches
report them as a single operating segment. Noesiogstomer accounts for more than 10% of the reaeiofi the Company or t
Bank.

4. INVESTMENT SECURITIES

The amortized cost and estimated fair value of siment securities at March 31, 2011 and Decembe2310 consisted of tl
following:

March 31, 201:

Gross Gross Estimatec
Amortized Unrealizec Unrealizec Fair
Cost Gains Losses Value
Debt securities

U.S. Treasury securitie $ 1,017,00! $ 5,00( $ 1,022,00i
U.S. Government agenci 42,422,00 33,00( $ (245,000) 42,210,00
U.S. Government agencies collateralized by mortgage

obligations 20,831,00 97,00( (95,000 20,833,00
Obligations of states and political subdivisic 312,00( (22,000 290,00(

$ 64,582,00 $ 135,00 $ (362,000 $64,355,00

Unrealized losses on available-fesle investment securities totaling $227,000 wexeonded, net of $94,000 in tax benefit
accumulated other comprehensive income within $iwdders’equity at March 31, 2011. During the three monthdeel March 3:
2011 the Company sold ten available-$ate securities for $3,921,000, which resultechrecognition of a $165,000 gain on ¢
During the three months ended March 31, 2010 thepgamy sold forty available-fasale securities for $14,540,000, which rest
in the recognition of a $570,000 gain on sale.
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December 31, 201

Gross Gross Estimatec
Amortized Unrealizec Unrealizec Fair
Cost Gains Losses Value
Debt securities

U.S. Treasury securitie $ 1,025,001 $ 7,00( $ 1,032,001
U.S. Government agenci 40,662,00 58,00( $ (290,000 40,430,00
U.S. Government agencies collateralized by mortgage

obligations 21,110,00 270,00( (107,000 21,273,00
Obligations of states and political subdivisic 308,00( (26,000 282,00(

$ 63,105,00 $ 335,00 $ (423,000 $63,017,00

Unrealized losses on available-feale investment securities totaling $88,000 wended, net of $36,000 in tax benefit,
accumulated other comprehensive loss within shédebhs) equity at December 31, 2010. During the year edlecember 31, 20:
the Company sold sixty-five available-for-sale séms for $40,902,000, recording a $1,160,000 geairsale

Investment securities with unrealized losses atcMa&l, 2011 are summarized and classified accorirthe duration of the lo
period as follows:

Less than 12 Montt

Fair Unrealizec
Value Losses
Debt securities
U.S. Government agenci $ 28,379,00 $  245,00(
U.S. Government agencies collateralized by mortgdudigations 11,614,00 95,00(
Obligations of states and political subdivisic 290,00( 22,00(

$ 40,283,00 $ 362,00

Investment securities with unrealized losses aebdxer 31, 2010 are summarized and classified aiogptd the duration of the lo
period as follows:

Less than 12 Montt

Fair Unrealizec
Value Losses
Debt securities
U.S. Government agenci $ 14,763,00 $ 290,00
U.S. Government agencies collateralized by mortgduigations 13,205,00 107,00(
Obligations of states and political subdivisic 282,00( 26,00(

$ 28,250,00 $  423,00(

At March 31, 2011, the Company held 57 securitfestich 29 were in a loss position. Of the secastin a loss position, all were

a loss position for less than twelve months. Of2Besecurities 19 are U.S. government agenciese 8. Government agenc
collateralized by mortgage obligations and 2 ardigabons of states and political subdivisions. Taerealized losses reli
principally to market rate conditions. All of theaurities continue to pay as scheduled. When ammglyan issues financia
condition, management considers the length of time extent to which the market value has beentkess cost; the historical a
implied volatility of the security; the financiabndition of the issuer of the security; and the @any’s intent and ability to hold tl
security to recovery. As of March 31, 2011, manageindoes not have the intent to sell these seesinitor does it believe it is mi
likely than not that it will be required to selletse securities before the recovery of its amortced basis. Based on the Company’
evaluation of the above and other relevant factbies Company does not believe the securities tteainaan unrealized loss posit
as of March 31, 2011 are other than temporarilyaiimga.
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The amortized cost and estimated fair value of siment securities at March 31, 2011 by contractoalurity are shown belo
Expected maturities will differ from contractual taaties because the issuers of the securities naag the right to call or prep
obligations with or without call or prepayment pkies.

Estimatec Estimatec
Amortized Fair
Cost Value
Within one yea $ 2,019,00! $ 2,025,00!
After one year through five yea 41,420,00 41,207,00
After five years through ten yee 312,00( 290,00(
43,751,00 43,522,00
Investment securities not due at a single matdiaty:
Governmer-guaranteed mortga- backed securitie 20,831,00 20,833,00
$ 64,582,00 $ 64,355,00

Investment securities with amortized costs totafbddg,145,000 and $36,828,000 and estimated fairegaotaling $43,965,000 ¢
$36,814,000 at March 31, 2011 and December 31,,2@%pectively, were pledged to secure depositiyding public deposits a
treasury, tax and loan accounts.

5. LOANS

Outstanding loans are summarized below, in thousand

March 31, December 3:

2011 2010

Commercial $ 28,41° $ 33,43:
Agricultural 37,72: 38,46¢
Real estat— residentia 43,35¢ 43,29:
Real estat— commercial 119,72. 119,22
Real estat— construction and land developm 28,69¢ 31,19¢
Equity lines of credi 36,27 36,94¢
Installment 2,91¢ 2,87¢
Other 7,28 8,761

304,39: 314,20(
Deferred loan costs, n 27C 27k
Allowance for loan losse (8,759 (7,329

$  295,90: $ 307,15

At March 31, 2011 and December 31, 2010, nonacévaak totaled $24,393,000 and $25,313,000, reispbct
Changes in the allowance for loan losses werellsv® in thousands:

Three Months Ended March !

2011 2010
Balance, beginning of peric $ 7,322 $ 9,56¢
Provision charged to operatio 1,70C 1,50(
Losses charged to allowan (401) (2,850
Recoveries 13€ 48
Balance, end of peric $ 8,75¢ $ 8,26¢
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The following table shows the loan portfolio allted by management’s internal risk ratings at theglandicated, in thousands:

March 31, 2011

Commercial Credit Exposu
Credit Risk Profile by Internally Assigned Gra
Real Estat- Real Estat- Real Estat-
Commercie Agricultural Residentia Commercig Constructiol Equity LOC Total

Grade:
Pass $ 2347 $ 3267¢ $ 3989 $ 97,010 $ 13,88: $ 33,697 $240,64¢
Watch 1,121 42¢€ 87C 5,467 2,36¢ 617 10,86(
Substandar: 3,692 4,615 2,581 17,24: 12,25: 1,91(C 42,30:
Doubtful 131 — — — 20C 47 37¢
Total $ 28417 $ 37,72 $ 43,358 $ 119,72. $ 28,69¢ $ 36,271 $294,18!

December 31, 2010

Commercial Credit Exposu
Credit Risk Profile by Internally Assigned Gra
Real Estat- Real Estat- Real Estat-
Commerciec Agricultural Residentia Commercie Constructiol  Equity LOC Total

Grade:
Pass $ 2892: $ 34,08 $ 39194 $ 96527 $ 15,987 $ 34,787 $249,49¢
Watch 904 64¢€ 1,73¢ 8,192 2,16¢ 58& 14,23(
Substandar: 3,60¢ 3,74 2,29t 14,50: 12,98: 1,50z 38,63(
Doubtful — — 64 — 65 72 201
Total $ 33431 $ 3846¢ $ 43290 $ 119,22: $  31,19¢ $ 36,94¢ $302,56(

Consumer Credit Exposu Consumer Credit Exposu
Credit Risk Profile Based on Payment Acti* Credit Risk Profile Based on Payment Acti
March 31, 201: December 31, 201
Installmen Other Total Installmen Other Total

Grade:
Performing $ 2,86¢ $ 7,05¢ $ 991t $ 2,83( $  8,64: $ 11,47
Non-performing g 238 28¢€ 49 11€ 167
Total $ 2,91¢ $ 7,28 $ 10,20¢ $ 2,87¢ $ 8,761 $  11,64(

10
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The following table shows the allocation of theoalance for loan losses by impairment methodologyhatdates indicated,
thousands:

Real Estat-  Real Estat- Real Estat-
Commercie  Agricultural Residentia  Commercie  Constructior  Equity LOC  Installmen Other Total

March 31, 2011:
Allowance for Loan Losse

Beginning balanc $ 76C $ 184 $ 63z $ 1,81¢ $ 3,011 % 65z % 66 $ 20C $ 7,32
Chargeoffs (79 (94) (48) — — (73) (52) (57) (401)
Recoveries 6 102 — — — — 4 24 13€
Provision 257 (22) 107 221 982 67 81 6 1,70C

Ending balanc $ 944  $ 17C  $ 691 $ 2,04C $ 399 $ 64 % 99 §$ 172 § 8,75¢

Ending balance: individually
evaluated for impairmet $ 211 $ — 8 13: % 38 $ 2,428 $ — 8 8 $ — $ 316t

Ending balance: collectively
evaluated for impairmer  $ 73 $ 17¢C  $ 556 $ 1652 $ 156¢ $ 64 $ 91 $ 178 $ 559

Loans

Ending balanci $ 28417 $ 37,721 $ 43358 $ 119,72. $ 28,69¢ $ 36277 $ 2,91¢  $7,287 $304,39:

Ending balance: individually
evaluated for impairmer $ 298t $ 1,041  $ 35% $ 751C $ 11,28 $ 133 $ 11€ $ 11€ $ 27,97¢

Ending balance: collectively
evaluated for impairmet $ 2542¢ $ 3668( $ 39,75¢ $ 11221 $ 1741¢ $ 3493¢ $ 2,80¢ $7,171 $276,41:

December 31, 201C

Allowance for Loan Losse

Ending balanc $ 76C $ 184 % 63z % 1,81¢  $ 3,011 % 65z $ 66 $ 20C $ 7,32/
Ending balance: individually

evaluated for impairmer  $ 22 3 — 3 121 $ 201 % 147¢  $ 72 % 8 $ — $ 190¢
Ending balance: collectively

evaluated for impairmer $ 73t % 184 $ 511 % 1,618 $ 1532 $ 58C $ 58 $ 20C $ 5,421
Loans
Ending balanc $ 3343 $ 3846¢ $ 4329. $ 11922 $ 31,19¢ $ 36,94 $ 2,87¢ $8,761 $314,20(

Ending balance: individually
evaluated for impairmer  $ 2,706 3 86 $ 387C $ 820« $ 11,501 $ 1,38: $ 106 $ 118 §$ 28,75¢

Ending balance: collectively
evaluated for impairmer $ 30,727 $ 37600 $ 3942 $ 111,01¢ $ 19,69¢ $ 3556¢ $ 2,777  $8,64: $285,44!

11
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The following table shows an aging analysis ofldan portfolio by the time past due, in thousands:

90 Days
30-89 Day: and Still Total
Past Due Accruing Nonaccrue Past Due Current Total

As of March 31, 2011:
Commercial:

Commercial $ 311 $ — $ 2,98¢ $ 3,29¢ $ 25,11¢ $ 28,41

Agricultural 697 — 1,041 1,73¢ 35,98: 37,72:

Real estat— constructior 2,25¢ — 9,42¢ 11,68¢ 17,01: 28,69¢

Real estat— commercial 3,57¢ — 7,51( 11,08¢ 108,63: 119,72:
Residential

Real estat— residentia 3 — 1,91¢ 1,92 41,43: 43,35t

Equity LOC 55¢ — 1,332 1,891 34,38( 36,27:
Consumer

Installment 20 — 55 75 2,84 2,91¢

Other 27C 11z 12C 50z 6,78¢ 7,287

Total $ 7,691 $ 11z $ 24,39 $ 32,20: $ 272,18¢ $ 304,39:

As of December 31, 2010:
Commercial:

Commercial $ 352 $ — $ 2,70¢ $ 3,05¢ $ 30,37t $ 33,43¢

Agricultural 272 — 86¢ 1,14C 37,32¢ 38,46¢

Real estat— constructior 13¢€ — 9,797 9,93: 21,26¢ 31,19¢

Real estat— commercial 80z — 8,20¢ 9,00¢ 110,21¢ 119,22:
Residential

Real estat— residentia 40C — 2,18¢ 2,58¢ 40,70: 43,29:

Equity LOC 494 — 1,382 1,87¢ 35,07( 36,94¢
Consumer

Installment 56 — 49 10¢& 2,77 2,87¢

Other 34¢ 45 11€ 511 8,25( 8,761

Total $ 2,86( $ 45 $ 25,318 $ 28,21¢ $ 285,98 $ 314,20¢(

12




Table of Contents

The following table shows information related tgpmired loans at the dates indicted, in thousands:

Unpaid Average Interest
Recordec Principal Related Recordec Income
Investmen: Balance Allowance Investmen  Recognize(
As of March 31, 2011:
With no related allowance recorde
Commercial $ 2,741 $ 3,08t
Agricultural 1,041 1,271
Real estat— constructior 1,32¢ 1,40(
Real estat— commercial 5,02¢ 5,02¢
Real estat— residentia 1,81¢ 1,81¢
Equity Lines of Credi 1,332 1,33
Installment 107 107
Other 11€ 11€
With an allowance recorde
Commercial 241 241 $ 211
Agricultural — — —
Real estat— constructior 9,95¢ 11,82¢ 2,42F
Real estat— commercial 2,481 2,481 38¢
Real estat— residentia 1,77¢ 1,78¢ 13:
Equity Lines of Credi — — —
Installment 9 9 8
Other — — —
Total:
Commercial 2,98¢ 3,32¢ 211 $ 2,81¢ $ 2
Agricultural 1,041 1,271 — 1,02¢ 4
Real estat— constructior 11,28( 13,22t 2,42¢ 11,52¢ 37
Real estat— commercial 7,51C 7,51C 38¢ 7,59( 54
Real estat— residentia 3,59¢ 3,607 13¢ 3,72% 49
Equity Lines of Credi 1,332 1,332 — 1,33¢ 2
Installment 11€ 11€ 8 117 2
Other 11€ 11€ — 12¢ 4
Total $ 27,97¢ $ 30,50 $ 3,165 $ 28,26¢ $ 154
As of December 31, 2010:
With no related allowance recorde
Commercial $ 2,680 $ 3,01¢
Agricultural 86¢ 1,10¢
Real estat— constructior 4,151 5,16¢
Real estat— commercial 5,99 5,99
Real estat— residentia 2,244 2,24¢
Equity Lines of Credi 1,31(C 1,31(C
Installment 98 98
Other 11¢€ 11¢€
With an allowance recorde
Commercial 26 26 $ 22
Agricultural — — —
Real estat— constructior 7,35( 8,77( 1,47¢
Real estat— commercial 2,21( 2,21( 201
Real estat— residentia 1,62¢ 1,74z 121
Equity Lines of Credi 72 72 72
Installment 8 8 8
Other — — —
Total:
Commercial 2,70¢ 3,04¢ 22 $ 1,922 $ 11
Agricultural 86¢ 1,10¢ — 1,45¢ 10z
Real estat— constructior 11,50: 13,93¢ 1,47¢ 8,44( 10C
Real estat— commercial 8,20¢ 8,20¢ 201 7,51¢ 261
Real estat— residentia 3,87( 3,98¢ 121 75C 121

Equity Lines of Credi 1,382 1,382 72 56& —



Installment 10€ 10€ 8 44 2
Other 11¢€ 11¢€ — 14C 11
Total $ 28,75 $ 31,89( $ 1,90 $ 20,83 $ 60¢
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6. COMMITMENTS AND CONTINGENCIES

The Company is party to claims and legal proceediising in the ordinary course of business. i dbinion of the Company’
management, the amount of ultimate liability widspect to such proceedings will not have a matadaérse effect on the financ
condition or result of operations of the Comparketaas a whole.

In the normal course of business, there are vawotstanding commitments to extend credit, whichraot reflected, in the financ
statements, including loan commitments of $70,6807,8nd $71,605,000 and stalglletters of credit of $133,000 and $164,0C
March 31, 2011 and December 31, 2010, respectively.

Of the loan commitments outstanding at March 31,12®3,777,000 are real estate construction loamdtments that are expec
to fund within the next twelve months. The remagn@ommitments primarily relate to revolving linesopedit or other commerci
loans, and many of these are expected to expifeoutitbeing drawn upon. Therefore, the total commiita do not necessal
represent future cash requirements. Each loan coment and the amount and type of collateral obthiifeany, are evaluated on
individual basis. Collateral held varies, but maglude real property, bank deposits, debt or eqgétyurities or business assets.

Standby letters of credit are conditional commitmentstien to guarantee the performance of a customer tioird party. Thes
guarantees are primarily related to the purchakes/entory by commercial customers and are typjcsthortterm in nature. Crec
risk is similar to that involved in extending loaommitments to customers and accordingly, evaloadiod collateral requireme
similar to those for loan commitments are used. diéterred liability related to the Company’s stdndietters of credit was n
significant at March 31, 2011 or December 31, 2010.

7. EARNINGS PER SHARE

Basic earnings (loss) per share is computed bydidigiincome (loss) available to common shareholdgrshe weighted avera
number of common shares outstanding for the peBddted earnings (loss) per share reflects themil dilution that could occ
if securities or other contracts to issue commagkstsuch as stock options, result in the issuafi@@mmon stock which shares
the earnings of the Company. The treasury stockodehas been applied to determine the dilutivecefté stock options i
computing diluted earnings per share.

For the Three Month
Ended March 31

(In thousands, except per share d 2011 2010
Net Income (loss):
Net income $ 22: $ 134
Dividends on preferred shar (171) (171)
Net income (loss) available to common sharehol $ 52 $ (370
Earnings (Loss) Per Share:
Earnings (loss) per sha $ 0.01 $ (0.03)
Weighted Average Number of Shares Outstanding 4,77¢ 4,77¢

Shares of common stock issuable under stock opf@mnshich the exercise prices were greater thanatverage market prices w
not included in the computation of diluted earnipgs share due to their antidilutive effect. Wheme& loss occurs, no difference
earnings per share is calculated because the coneaf potential common stock is anti-dilutive.
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8. COMPREHENSIVE INCOME (LOSS)

Total comprehensive income (loss) for the three timorended March 31, 2011 and 2010 totaled $1424&0® ($56,000
respectively. Comprehensive loss is comprised oéalized (losses), net of taxes, on availableste investment securities, wh
were $(81,000) and ($190,000) for the three moettted March 31, 2011 and 2010, respectively, tegetith net income.

At March 31, 2011 and December 31, 2010, accunilatieer comprehensive loss totaled $133,000 and8$62respectively, and
reflected, net of taxes, as a component of shadehsilequity.

9. STOCK-BASED COMPENSATION

In 2001 and 1991, the Company established Stocko@Rlans for which 559,280 shares of common steckain reserved f
issuance to employees and directors and no shexemvailable for future grants under incentive aodstatutory agreements a:
March 31, 2011.

The Company determines the fair value of the ogtipreviously granted on the date of grant usindazl8ScholedMerton optiot
pricing model that uses assumptions based on esgbemttion life, expected stock volatility and tliekdree interest rate. Tl
expected volatility assumptions used by the Comparybased on the historical volatility of the Ca@mgs common stock over t
most recent period commensurate with the estimexpécted life of the Compars/stock options. The Company bases its exp
life assumption on its historical experience andtmterms and conditions of the stock optiongants to employees. The rilee
rate is based on the U.S. Treasury yield curvéhfemperiods within the contractual life of the opis in effect at the time of the gre
The Company also makes assumptions regarding estiniarfeitures that will impact the total competisa expenses recogniz
under the Plans.

The fair value of each option is estimated on thie @f grant using the following assumptions.

Three Months Ende
March 31, 201:

Expected life of stock optior 5.3 year
Interest rat—stock options 2.2¢%
Volatility—stock options 46.1%
Dividend yields 3.05%
Weightec-average fair value of options granted during theopk $ 0.9¢

No options were granted during the three montheémdarch 31, 201(

During the three months ended March 31, 2011 arikD 28e Company recognized a reversal of compemsatist related to
revision in the estimated forfeiture rate. Thisuteedd in a credit to operating expense of $88,0@ $72,000 during the three mor
ended March 31, 2011 and March 31 2010, respegti@etl a reduction in the future income tax benefit$5,000 and $4,00
respectively.
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The following table summarizes information abowicktoption activity for the three months ended Nia3d, 2011:

Weighted
Average
Weighted Remaining
Average Contractual
Exercise Term Intrinsic Value
Shares Price (in years) (in thousands)
Options outstanding at December 31, 2 312,03( $ 13.41
Options grante: 2438,00( 2.9t
Options exercise — —
Options cancelle (750 ¢ 12.4(
Options outstanding at March 31, 2C 559,28( $ 8.71 5.4 $ —
Options exercisable at March 31, 2( 294,88° $ 13.4F 3.2 $ —
Expected to vest after March 31, 2( 217,04( $ 3.58 7.8 $ —

At March 31, 2011, there was $180,000 of total oogmized compensation cost related to mested stock option awards whicl
expected to be recognized over a weigtdedrage period of 3.4 years. The total fair valtiepgions vested during the three moi
ended March 31, 2011 was $148,000.

10. INCOME TAXES

The Company files its income taxes on a consoldlabasis with its subsidiary. The allocation of imm tax expen:
(benefit) represents each entity’s proportionateelof the consolidated provision for income taxes.

Deferred tax assets and liabilities are recognfeedhe tax consequences of temporary differenewéden the reported amoun
assets and liabilities and their tax bases. Daleiag assets and liabilities are measured usingteddax rates expected to appl
taxable income in the years in which those tempodiferences are expected to be recovered oregetiihe determination of t
amount of deferred income tax assets which are iilaly than not to be realized is primarily depention projections of futu
earnings, which are subject to uncertainty andneg#s that may change given economic conditions#ret factors. The realizati
of deferred income tax assets is assessed andatival allowance is recorded if it is “more likehyan not"that all or a portion of tt
deferred tax asset will not be realized. “More ljkthan not”is defined as greater than a 50% chance. All availavidence, bo
positive and negative is considered to determinetldr, based on the weight of that evidence, aatialu allowance is need:
Based upon our analysis of available evidence, ave kletermined that it is “more likely than ndtat all of our deferred income 1
assets as of March 31, 2011 and December 31, 20lBexully realized and therefore no valuatiotoalance was recorded. On
consolidated balance sheet, net deferred tax aaseiscluded in accrued interest receivable ahdraissets.

When tax returns are filed, it is highly certaimtttsome positions taken would be sustained upomigedion by the taxin
authorities, while others are subject to uncenaatiout the merits of the position taken or the amof the position that would
ultimately sustained. The benefit of a tax positi®mecognized in the financial statements in thaqa during which, based on
available evidence, management believes it is rikety than not that the position will be sustaingabn examination, including t
resolution of appeals or litigation processesnif.alax positions taken are not offset or aggredyaih other positions. Tax positic
that meet the more-likely-thamst recognition threshold are measured as thedaagrount of tax benefit that is more than 50 pd
likely of being realized upon settlement with thaplcable taxing authority. The portion of the bfitseassociated with tax positic
taken that exceeds the amount measured as desalmee is reflected as a liability for unrecognized benefits in tF
accompanying balance sheet along with any assdciaterest and penalties that would be payabléhéotéixing authorities up:
examination.
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Interest expense and penalties associated withcognézed tax benefits, if any, are classified asome tax expense in 1
consolidated statement of income. There have beesignificant changes to unrecognized tax benefit@accrued interest a
penalties for the quarter ended March 31, 2011.

11. FAIR VALUE MEASUREMENT

Fair Value of Financial Instruments

The estimated fair values of the Company’s finarnostruments are as follows:

March 31, 201: December 31, 201
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial asset:
Cash and cash equivalel $ 59,720,00 $ 59,720,00 $ 64,628,00 $ 64,628,00
Investment securitie 64,355,000 64,355,00 63,017,000 63,017,00
Loans 295,902,00 300,236,00 307,151,00 304,045,00
FHLB stock 2,188,00!I 2,188,001 2,188,00!I 2,188,00!I
Bank owned life insuranc 10,555,00 10,555,00 10,463,00 10,463,00
Accrued interest receivab 1,828,00! 1,828,00! 1,784,00I 1,784,00!
Financial liabilities:
Deposits $414,925,00 $415,192,00 $424,887,00 $425,009,00
Junior subordinated deferrable interest deben 10,310,00 3,012,001 10,310,00 2,992,001
Accrued interest payab 623,00( 623,00( 623,00( 623,00(

These estimates do not reflect any premium or discthat could result from offering the Compasgntire holdings of a particu
financial instrument for sale at one time, nor feyt attempt to estimate the value of anticipatadréubusiness related to
instruments. In addition, the tax ramificationsatetl to the realization of unrealized gains anddescan have a significant effect
fair value estimates and have not been consideradyi of these estimates.

The following methods and assumptions were useshdyagement to estimate the fair value of its fir@rnstruments at March 2
2011 and December 31, 2010:

Cash and cash equivalenfsir cash and cash equivalents, the carrying aniswstimated to be fair value.

Investment securitieszor investment securities, fair values are basedjuted market prices, where available. If quoteatke
prices are not available, fair values are estimas#g quoted market prices for similar securitiad indications of value provided
brokers.

Loans:For variablerate loans that reprice frequently with no sigrificchange in credit risk, fair values are basedaorying value:
Fair values of loans held for sale, if any, arénested using quoted market prices for similar lodrse fair values for other loans
estimated using discounted cash flow analysesgusterest rates currently being offered at eaglonting date for loans with simil
terms to borrowers of comparable creditworthing$s fair value of loans is adjusted for the alloaeaiffor loan losses. The carry
value of accrued interest receivable approximassir value.

The fair value of impaired loans is based on eitherestimated fair value of underlying collateyakstimated cash flows, discour
at the loars effective rate. Assumptions regarding credit askl cash flows are determined using available etarformation an
specific borrower information.

FHLB stock:The carrying amount of FHLB stock approximateddis value. This investment is carried at cost antedeemable
par with certain restrictions.

Bank owned life insurancéhe fair values of bank owned life insurance pebcare based on current cash surrender valuesh
reporting date provided by the insurers.
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Deposits: The fair values for demand deposits are, by dédimitequal to the amount payable on demand at dperting dat
represented by their carrying amount. Fair valwesfikedrate certificates of deposit are estimated usirdisaounted cash flo
analysis using interest rates offered at each tieygodate by the Bank for certificates with simitemaining maturities. The carryi
amount of accrued interest payable approximatdaiitsalue.

Junior subordinated deferrable interest debentitesfair value of junior subordinated deferrablerast debentures was determi
based on the current market value for like kindrimaents of a similar maturity and structure.

Commitments to extend credit and letters of creftie fair value of commitments are estimated ushegfees currently charged
enter into similar agreements. Commitments to ekterdit are primarily for variable rate loans édettiers of credit.

For these commitments, there is no significantediffice between the committed amounts and theivédires and therefore, th
items are not included in the table above.

Because no market exists for a significant portibthe Companys financial instruments, fair value estimates argeol on judgmer
regarding current economic conditions, risk chamastics of various financial instruments and otfamstors. These estimates
subjective in nature and involve uncertainties avadters of significant judgment and therefore carreodetermined with precisic
Changes in assumptions could significantly affeetfair values presented.

The Company measures fair value under the fairevhlerarchy described below.
Level 1: Quoted prices for identical instrumengled in active exchange markets.

Level 2: Quoted prices for similar instruments ativie markets, quoted prices for identical or semihstruments in markets tl
are not active and modbhsed valuation techniques for which all significassumptions are observable or can be corrobr
by observable market data.

Level 3: Model based techniques that use one signif assumption not observable in the market. @hasobservab
assumptions reflect the Compasygstimates of assumptions that market participantdd use on pricing the asset or liabil
Valuation techniques include management judgmethteatimation which may be significant.

In certain cases, the inputs used to measure daievmay fall into different levels of the fair ual hierarchy. In such cases, the |
in the fair value hierarchy within which the faialue measurement in its entirety falls has beeerdebed based on the lowest le
input that is significant to the fair value measuoeat in its entirety. The Comparsyassessment of the significance of a parti
input to the fair value measurement in its entiretyuires judgment, and considers factors spetcifihe asset or liability.

Management monitors the availability of observahbrket data to assess the appropriate classificafifinancial instruments with
the fair value hierarchy. Changes in economic dionis or modebased valuation techniques may require the traméféinancia
instruments from one fair value level to anotherslich instances, the transfer is reported ateéhahing of the reporting period.

Management evaluates the significance of trandfetaeen levels based upon the nature of the finhim@trument and size of t
transfer relative to total assets, total liabit@r total earnings.

The following tables present information about @@mpanys assets and liabilities measured at fair value @acurring and nc
recurring basis as of March 31, 2011 and DecembgefB810, and indicates the fair value hierarchyth&f valuation techniqu
utilized by the Company to determine such fair ealu
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Assets and liabilities measured at fair value oacarring basis at March 31, 2011 are summarizéahbe

Fair Value Measurements at March 31, 2011 U

Quoted Prices i Significant Othe Significant
Active Markets foi Observable Inpu Unobservable Inpu
Total Fair Valu' Identical Assets (Level (Level 2) (Level 3)
Assets:
U.S. Treasury securitie $ 1,022,000 $ 1,022,001
U.S. Government agenci 42,210,00 42,210,00
U.S. Government agencies
collateralized by mortgage
obligations 20,833,00 $ 20,833,00
Obligations of states and political
subdivisions 290,00( 290,00(
$ 64,355,000 $ 43,522,00 $ 20,833,00 $ 0

Assets and liabilities measured at fair value oacarrring basis at December 31, 2010 are summalieieav:

Fair Value Measurements at December 31, 2010 L

Quoted Prices il Significant Othe Significant
Active Markets foi Observable Inpu Unobservable Inpu
Total Fair Valui Identical Assets (Level (Level 2) (Level 3)
Assets:
U.S. Treasury securitie $ 1,032,001 $ 1,032,001
U.S. Government agenci 40,430,00 40,430,00
U.S. Government agencies
collateralized by mortgage
obligations 21,273,00 $ 21,273,00
Obligations of states and political
subdivisions 282,00( 282,00(
$ 63,017,000 $ 41,744,00 $ 21,273,00 $ 0

The fair value of securities available-feale equals quoted market price, if available.uidtgd market prices are not available,
value is determined using quoted market pricesifoilar securities. There were no changes in theatian techniques used dur
2011 or 2010. Changes in fair market value arerdsabin other comprehensive income.
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Assets and liabilities measured at fair value morecurring basis at March 31, 2011 are sumnalizdéow:;

Assets:
Impaired loans
Commercial
Agricultural
Real estat— residentia
Real estat— commercial

Real estate — construction ar

land developmer
Installment
Total impaired loan
Other real estat

Fair Value Measurements at March 31, 2011 U

Quoted Prices il Significant

Active Markets fo  Significant Othe  Unobservabl
Identical Asset: Observable Inpu Inputs Total Gain:

Total Fair Valui (Level 1) (Level 2) (Level 3) (Losses

$ 961,00( $ 961,00( $ (179,000
150,00 150,00( —
1,645,00i 1,645,00i (28,000
2,093,001 2,093,00i (222,00()
7,679,000 7,679,00i (946,001)
— — (8,000
12,528,00 12,528,00 (1,383,00i)
9,070,001 9,070,00! 400,00(
$ 21,598,00 — 3 21,598,000 $ — $ (983,000

Assets and liabilities measured at fair value mom:recurring basis at December 31, 2010 are suineadbelow:

Assets:
Impaired loan:
Commercial
Agricultural
Real estat— residentia
Real estat— commercial

Real estate — construction ai

land developmer
Equity lines of credi
Installment
Other
Total impaired loan
Other real estat

The Company has no liabilities which are reportefdia value.

Fair Value Measurements at December 31, 2010 L

Quoted Prices i Significant

Active Markets fo Significant Othe Unobservabl
Identical Asset: Observable Inpu Inputs Total Gain:

Total Fair Valui (Level 1) (Level 2) (Level 3) (Losses

$ 914,00( $ 914,00( $ (259,000
243,00( 243,00( (117,000
1,505,001 1,505,00I (213,001
2,009,001 2,009,001 (201,000
8,850,001 8,850,00! (559,001
— — (20,000
— — (8,000)
— — 11,00(
13,521,00 13,521,00 (1,356,001
8,867,00i 8,867,001 (235,000
$ 22,3838,00 $ — 3 22,388,000 $ —  $(1,591,00i)
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The following methods were used to estimate theviaiue of each class of assets above.

Impaired LoansThe fair value of impaired loans is based on tlreviaue of the collateral, if collateral dependenthe present valt
of the expected cash flows discounted at the Baffective rate for those loans not collateraletefent. If the Company determir
that the value of an impaired loan is less tharr¢iterded investment in the loan, the carrying @atuadjusted through a chargf-
recorded through the allowance for loan lossesalTlosses of $1,383,000 and $1,356,000 represegudiiment charges recogniz
during the three months and year ended March 311 2lid December 31, 2010, respectively relatedheécabove impaired loar
There were no changes in the valuation technigsed during 2011 or 2010.

Other Real EstateThe fair value of other real estate is based ompgny appraisals at the time of transfer and ascgpiate
thereafter, less estimated costs to sell. Estimatsts to sell other real estate were based owlatdmmarket factors. Managem:
periodically reviews other real estate to determitether the property continues to be carried eldlwver of its recorded book val
or estimated fair value, net of estimated costetb

12. Financial Accounting Standards
Disclosures about the Credit Quality of FinancingcRivables and the Allowance for Credit Los

In July 2010, the FASB issued FASB ASU 2010-Bisclosures about the Credit Quality of FinancingcRivables and tr
Allowance for Credit Losse. ASU 201020 requires more robust and disaggregated dis@esalvout the credit quality of financi
receivables (loans) and allowances for loan losseduding disclosure about credit quality indiaatopast due information al
modifications of finance receivables. The disclesuas of the end of a reporting period are effedtiv interim and annual reportil
periods ending on and after December 15, 2010.di$®osures about activity that occurs during aorépg period are effective fc
interim and annual reporting periods beginning onafter December 15, 2010. The adoption of thiddance has significant
expanded disclosure requirements related to acicmupblicies and disclosures related to the alloweafor loan losses but did r
have an impact on the Company’s financial positiesults of operation or cash flows.

Creditor’s Determination of Whether a Restructuriag Troubled Debt Restructuring

In January 2011, the FASB issued ASU 2011-RBé&ceivables (Topic 310): Deferral of the Effectivate of Disclosures abol
Troubled Debt Restructurings in Update No. 2010-28U 201101 approved the deferral of certain disclosure irequents
surrounding TDRs included in ASU 2020, which were scheduled to be effective on Jantia®011. The disclosure requireme
were delayed until the FASB finalized the standarddate related to their exposure draft, Clarifaad to Accounting for Trouble
Debt Restructurings by Creditors. In April 2011,e thFASB issued ASU 2011-OZReceivables (Topic 310): A Crediter’
Determination of Whether a Restructuring is a TledbDebt RestructurinctASU 201102 provides additional guidance to credit
for evaluating whether a modification or restrugstgrof a receivable is a TDR. The new guidance witjuire creditors to evalue
modifications and restructurings of receivables\gsa more principlebased approach, which may result in more modificetianc
restructurings being considered TDR. The amendmaraseffective for the first interim or annual petibeginning on or afte
June 15, 2011. The disclosures which were defdayeiSU 201101 are required for interim and annual periods ti@gg on or afte
June 15, 2011. Management is currently determiniveg potential impact that the adoption of this ded may have on tt
Company’s financial position, results of operatiamsl disclosures.
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PART | — FINANCIAL INFORMATION

ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

Certain matters discussed in this Quarterly Repartforwardlooking statements that are subject to risks aruainties that cou
cause actual results to differ materially from #hgsojected in the forwarkboking statements. Such risks and uncertaintiekidle
among others, (1) significant increases in competipressures in the financial services indust®);changes in the interest r
environment resulting in reduced margins; (3) geheconomic conditions, either nationally or regiliyy maybe less favorable tt
expected, resulting in, among other things, a daetion in credit quality; (4) changes in regulgt@nvironment; (5) loss of k
personnel; (6) fluctuations in the real estate mri’) changes in business conditions and inflat{8) operational risks includil
data processing systems failures or fraud; andt{@hges in securities markets. Therefore, thenmdtion set forth herein should
carefully considered when evaluating the businesspects of Plumas Bancorp (the “Company”).

LIS " u ”u TH

When the Company uses in this Quarterly Reportwoeds “anticipate”, “estimate”, “expect”, “project™intend”, “commit”,
“believe” and similar expressions, the Companyridieto identify forwardeoking statements. Such statements are not geEs0
performance and are subject to certain risks, uaicgies and assumptions, including those desciibétis Quarterly Report. Shot
one or more of these risks or uncertainties mdieeiaor should underlying assumptions prove inectr actual results may v
materially from those anticipated, estimated, etgacprojected, intended, committed or believeck Tithiure results and stockhol
values of the Company may differ materially fronogh expressed in these forwdodking statements. Many of the factors that
determine these results and values are beyonddhg&nys ability to control or predict. For those statetsethe Company clair
the protection of the safe harbor for forward-loakstatements contained in the Private Securititggaltion Reform Act of 1995.

INTRODUCTION

The following discussion and analysis sets forthtade statistical information relating to the Compaas of March 31, 2011 a
December 31, 2010 and for the three month periaded March 31, 2011 and 2010. This discussion shibelread in conjunctis
with the condensed consolidated financial statemand related notes included elsewhere in thist@daReport on Form 1@ anc
the consolidated financial statements and notegtivéncluded in Plumas Bancorp’s Annual Repogdibn Form 10k for the yea
ended December 31, 2010.

Plumas Bancorp trades on The NASDAQ Capital Mauketer the ticker symbol “PLBC”.
CRITICAL ACCOUNTING POLICIES AND ESTIMATES

There have been no changes to the Company’s trdaamunting policies from those disclosed in thempanys 2010 Annuz
Report to Shareholders’ on Form 10-K.

This discussion should be read in conjunction witih unaudited condensed consolidated financiatstants, including the not
thereto, appearing elsewhere in this report.
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OVERVIEW

Earnings for the first quarter of 2011 increase&$89 thousand from $134 thousand during the finsirger of 2010 to $223 thouss
during the current quarter. This $89 thousand emeein earnings includes a $240 thousand increaseninterest income and
$462 thousand decline in namterest expense, partially offset by a declinéa76 thousand in net interest income, a $200 tha
increase in the provision for loan losses and & $t8usand increase in income tax expense.

Net income (loss) allocable to common shareholiotergased from a loss of ($37) thousand durinditeequarter of 2010 to incor
of $52 thousand or $0.01 per share during the ptigearter. Loss allocable to common shareholdeiaiculated by subtracti
preferred stock dividends and discount amortizegreferred stock from net income.

Total assets at March 31, 2011 were $470 millioteerease of $14.8 million from $485 million at Bewer 31, 2010. This decre
was mostly related to a decline in net loan balarafe$11.2 million. Cash and due from banks deagdsy $4.9 million, fror
$64.6 million at December 31, 2010 to $59.7 milliah March 31, 2011; however, this was partiallyseff by an increase
investment securities of $1.3 million from $63.0limn at December 31, 2010 to $64.3 million at Ma&l, 2011.

Deposits decreased by $10.0 million from $425 ouillat December 31, 2010 to $415 million at March 2111. The decline
deposits was mostly related to maturities fromghér rate promotional time deposit product we begféering in June, 2009 a
continued to offer until April 30, 2010. Other lities decreased by $5.4 million primarily relatesl the derecognition of a $-
million secured borrowing that was outstanding ac@&mber 31, 2010 which represented SBA loans salidsiibject to a 90 di
premium recourse provision. Under ASC Topic 860cdumting for Transfers of Financial Assets, we r@guired to maintain th
liability and the related loans on balance sheéil thre premium recourse period has passed. Ore®@hdays has passed anc
premium recourse remains we remove the sold losma fissets and derecognize the secured borrowingnd2011, the SB
modified its requirement related to the recoursavigions on the sale of SBA loans and, as a resalipnger requires the 90 ¢
premium recourse requirement. Therefore; no seduwewwings were outstanding at March 31, 2011.

The annualized return on average assets was 0.9t three months ended March 31, 2011 up frd%.for the three mont
ended March 31, 2010. The annualized return (lossverage common equity was 0.8% for the threetimsoended March 31, 20
up from a loss of (0.6%) for the same period in@R01

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED MA RCH 31, 2011

Net interest income before provision for loan losse Net interest income, on a nontaeguivalent basis, was $4.2 million for
three months ended March 31, 2011, a decreaseréftbdusand, or 6%, from $4.5 million for the sgmeeiod in 2010. The decre:
in net interest income can primarily be attributech decrease in interest income related to argeati average balance and yielc
loans and investment securities. Interest expepseedsed by $346 thousand mostly related to andedii rates paid on depc
accounts. Borrowing costs declined by $69 thousendie had no Federal Home Loan Bank (FHLB) borrgwioutstanding durir
the first quarter of 2011. Net interest margin tfoe three months ended March 31, 2011 decreaséadsdd points, or 7%, to 3.99
down from 4.30% for the same period in 2010.

Interest income decreased $622 thousand or 12%¢l.8million for the three months ended March 3112, down from $5.4 millic
during the same period in 2010. Interest and feedoans decreased $387 thousand to $4.4 milliontHerthree months enc
March 31, 2011 as compared to $4.8 million durimgfirst quarter of 2010. The Compasgverage loan balances were $309 mi
for the three months ended March 31, 2011, downd$igilion, or 6%, from $328 million for the samenmod in 2010. The decline
loan balances reflects the difficult economic emwiment in recent years and the Comparsfforts to reduce it exposure in cer
loan categories such as construction and land dpwent loans. The average rate earned on the Cofsplaan balances decrea
16 basis points to 5.74% during the first three themf 2011 compared to 5.90% during the firstehreonths of 2010. The decre
in loan yield reflects an increase in average ndopming loan balances from $16.9 million duringethirst quarter of 2010

$24.7 million during the current quarter. Interegtome on investment securities decreased by #2&3sand as average balar
declined by $16.3 million, from $84.1 million fond quarter ended March 31, 2010 to $67.8 milliorinduthe current quarter, a
yield declined by 84 basis points. The declineieidyis primarily related to the replacement of aratl and sold investment securi
with new investments with market yields below thedgch they replaced.
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Interest expense on deposits decreased by $288ahduor 37%, to $500 thousand for the three mattised March 31, 2011, do
from $788 thousand for the same period in 2010s Teicrease primarily relates to decreases in tbmge balance and rate paic
time deposits and a decline in the rate paid on N&bi/ money market accounts.

Interest on time deposits declined by $150 thouseladed both to a decrease in average balance dedline in rate paid. Avere
time deposits declined by $13.2 million from $12miBlion during the first quarter of 2010 to $114xillion during the currel
quarter. The decrease in time deposits is moslite® to a promotional time deposit product we begfering in June, 2009 a
continued to offer until April 30, 2010. These pmtional time deposits, which total $38 million agkh 31, 2011, began matur
at the end of 2010 and will continue to mature ite third quarter of 2011. The average rate paidirne deposits decreased fi
1.71% during the first quarter of 2010 to 1.38%imigithe current quarter. This decrease primarilgtes to a decline in market re
in the Company’s service area and the maturithefrtigher rate promotional deposits.

Interest expense on NOW accounts declined by #1@2sand. Rates paid on NOW accounts declined Ha88 points from 0.61
during the first quarter of 2010 to 0.22% during three months ended March 31, 2011 as we significlowered the rate paid
local public agencies NOW accounts. Although we kmsne deposits by lowering this rate; we curreatly more focused on |
profitability of the public sweep accounts rathean the amount of deposits we can generate frasrsthirce.

Interest expense on money market accounts decrégsi4d thousand related to a decrease in rategueftlese accounts of 34 bi
points from 0.68% during the 2010 quarter to 0.38fing the current quarter. This was primarily tethto a significantly drop
the rates paid on our money market sweep product.

Interest on borrowings decreased by $69 thousatttkeas were no outstanding FHLB borrowings durimg first quarter of 2011.

Interest expense paid on junior subordinated debesitwhich fluctuates with changes in the8ath London Interbank Offered R
(LIBOR) rate, increased by $2 thousand as a re$ah increase in the LIBOR rate.
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The following table presents for the thmeenth periods indicated the distribution of condaled average assets, liabilities
shareholders’ equity. It also presents the amanfnitgerest income from interestrning assets and the resultant annualized yied
well as the amounts of interest expense on intd@ating liabilities and the resultant cost exprésseboth dollars and annualiz
rate percentages. Average balances are based lgnadarages. Nonaccrual loans are included in #ieutation of average loa
while nonaccrued interest thereon is excluded frlmencomputation of yields earned:

For the Three Months Ended March 31, 201: For the Three Months Ended March 31, 201(
Average Balanci Interest Yield/ Average Balanci Interest Yield/
(in thousands)  (in thousands Rate (in thousands)  (in thousands Rate
Interest-earning assets
Loans (1) (2 $ 309,40 $ 4,382 5.7/%$ 327,79¢ % 4,76¢ 5.9(%
Investment securities (. 67,85¢ 35E 2.12% 84,14: 614 2.96%
Interes-bearing deposit 47,84¢ 29 0.25% 8,30( 5 0.24%
Total interes-earning asse! 425,10¢ 4,76¢€ 4.55% 420,23t 5,38¢ 5.2(%
Cash and due from ban 12,78 41,212
Other asset 42,80¢ 49,55¢
Total asset $ 480,69: $ 511,00¢
Interest-bearing liabilities:
NOW deposits $ 100,05 54 0.22% $ 103,72 15€ 0.61%
Money market deposi 42,101 35 0.34% 44,53« 75 0.68%
Savings deposil 55,39( 24 0.18% 49,68 20 0.1€%
Time deposit: 114,10¢ 387 1.3¢% 127,29¢ 537 1.71%
Total deposit: 311,65 50C 0.65% 325,24: 78¢ 0.98%
Shor-term borrowings — — —% 4,00( 5 0.51%
Long-term borrowings — — —% 20,00( 64 1.3(%
Other intere«-bearing liabilities 65€ 10 6.18% 13¢€ 1 2.94%
Junior subordinated debentul 10,31( 76 2.9% 10,31( 74 2.91%
Total interest-bearing
liabilities 322,62( 58€ 0.74% 359,68¢ 932 1.05%
Nor-interest bearing depos 111,38 106,08°
Other liabilities 8,29( 6,36¢
Shareholder equity 38,39¢ 38,86
Total liabilities & equity $ 480,69 $ 511,00¢
Cost of funding interest-earning
assets (3 0.5€% 0.9(%
Net interest income and margin | $ 4,18( 3.9%% $ 4,45¢ 4.3(%

(1) Not computed on a t-equivalent basis

(2) Net loan fees included in loan interest incometfa thre-month periods ended March 31, 2011 and 2010 wey@0@4an:
$11,000, respectivel

(3) Total annualized interest expense divided by therage balance of total earning ass
(4) Annualized net interest income divided by the ageraalance of total earning ass
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The following table sets forth changes in inteiesbme and interest expense for the thremith periods indicated and the amouti
change attributable to variances in volume, ratesthe combination of volume and rates based onelaéive changes of volume ¢
rates:

2011 over 2010 change in net interest income
for the three months ended March 31

(in thousands)

Volume (1) Rate (2) Mix (3) Total
Interest-earning assets:
Loans $ 268y $ (12¢) $ 7 $ (387)
Investment securitie (119 174 34 (259)
Interest bearing depos 24 — — 24
Total interest incom (363) (300) 41 (622)
Interest-bearing liabilities:
NOW deposits (6) (200) 4 (102)
Money market deposi 4 (38 2 (40
Savings deposil 2 2 — 4
Time deposit: (56) (105) 11 (150
Shor-term borrowings 5) — — 5)
Long-term borrowings (64) — — (64)
Other 4 1 4 9
Junior subordinated debentu — 2 — 2
Total interest expens (129) (23¢) 21 (34¢€)
Net interest incom $ (2349 % 62 % 20 $ (276€)

(1) The volume change in net interest income repregkatshange in average balance multiplied by tle&ipus yee's rate.
(2) The rate change in net interest income represkatshtange in rate multiplied by the previous 's average balanc
(3) The mix change in net interest income represertshlange in average balance multiplied by the ahamgate.

Provision for loan lossesDuring the three months ended March 31, 2011 werdec a provision for loan losses of $1.7 milliqu
$0.2 million from the $1.5 million provision recad during the first quarter of 2010. The $1.7 miiliprovision recorded for t
three months ended March 31, 2011 primarily reldtes specific reserve required on one significkmd development lo:
relationship.

The allowance for loan losses is maintained atvallehat management believes will be appropriatakisorb inherent losses
existing loans based on an evaluation of the ciillidity of the loans and prior loan loss experiend@he evaluations take it
consideration such factors as changes in the natdesolume of the portfolio, overall portfolio dity, review of specific problel
loans, and current economic conditions that magcafthe borrowes ability to repay their loan. The allowance foarolosses
based on estimates, and ultimate losses may varg the current estimates. These estimates arewedi@eriodically and,
adjustments become necessary, they are reportsdrimgs in the periods in which they become known.

Based on information currently available, managdnhbetieves that the allowance for loan losses @@priate to absorb potent
risks in the portfolio. However, no assurance carglyven that the Company may not sustain chaffgewhich are in excess of 1
allowance in any given period. See “Analysis of &suality and Allowance for Loan Lossdst further discussion of loan qual
trends and the provision for loan losses.

Non-interest income. During the three months ended March 31, 2011 inerest income increased by $240 thousar
$2.0 million, from $1.8 million during the quartended March 31, 2010. The largest component ofitlci®ase was $722 thousi
in gains on the sale of government guaranteed Idansng the first quarter of 2010 loans sold wetdject to a 90 day premit
recourse period and therefore no gains were redoidering 2011, related to a change in SBA requéets guaranteed portions
SBA loans are no longer required to be sold with 9 day premium recourse requirement. This rebutteecognizing gains f
loans sold during the fourth quarter of 2010 ad a®loans sold in the current quarter during tre¢ months ended March 31, 2C
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Reductions in notinterest income included $405 thousand in gain aa ef investment securities from $570 thousandnduthe
2010 quarter to $165 thousand during the curreattgu During the three months ended March 31, 204@hose to sell the major
of our municipal securities portfolio as part or averall asset/liability management strategy agldted to a favorable market pi
of these securities. In addition, we sold $4 millin U.S. government agency securities to lockgnificant gains that were availal
on these securities. During the 2011 quarter wd $818 million in mortgage backed securities retgyca gain on sale of $1
thousand.

Service charges on deposit accounts declined bytl¥dillsand primarily related to a decline in oveitdfees as new regulatio
placed additional restrictions on the Bank in cireggverdraft fees on ATM and Point of Sale tratisas. Merchant processing fe
declined by $52 thousand related to the sale ofmnchant processing portfolio in June, 2010.

The following table describes the components of-imb&rest income for the thrementh periods ending March 31, 2011 and 20:

thousands:

For the Three Months

Ended March 31 Dollar Percentage

2011 2010 Change Change
Service charges on deposit accol $ 82¢ $ 89¢ $ (70 -7.8%
Gain on sale of loar 722 — 722 10C(%
Gain on sale of securiti¢ 16E 57C (40%) -71.1%
Earnings on life insurance polici 117 10¢ 8 7.2%
Loan servicing incom 54 35 19 54.2%
Customer service fee 34 39 (5) -12.8%
Safe deposit box and night depository incc 17 17 — 0.C%
Merchant processing incon 1 53 (52 -98.1%
Other 89 66 23 34.8%

Total nor-interest incomt $ 2,027 $ 1,78 $ 24( 13.2%

Non-interest expenseDuring the three months ended March 31, 2011, todalinterest expense decreased by $462 thousa
10%, to $4.2 million, down from $4.7 million forelcomparable period in 2010. This decrease inint@mest expense was prima
the result of savings in salaries and employeefiisna $400 thousand reduction in the valuatidavednce for losses on OREO ¢
a reduction in OREO expense. These items wereafigrtiffset by increases in other expense categdhie most significant of whi
were occupancy and equipment costs and profesdieesl

Salaries and employee benefits decreased by $Ii&ahd primarily related to declines in salary eggeand 401k matchi
contributions. Salary expense, excluding commissideclined by $297 thousand related to a redudtistaffing in all areas wi
the exception of government guaranteed lendingpaobdlem assets. While the Company has reduced pegbon most function:
areas, we have increased staffing in our problesatatepartment to effectively manage our increésesl of nonperforming asse
Additionally, we have increased staffing in our gounent guaranteed lending department as we s¢éi@wech opportunities for lo:
growth in this area. Commission expense, whichtesldo government guaranteed lending personneligndcluded in salal
expense, increased by $231 thousand resulting fnenincrease in government guaranteed loan salasdthe second quarter
2010 we discontinued the practice of matching doutions to our 401k plan which resulted in costisgs of $41 thousand
compared to the 2010 quarter.
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OREO represents real property taken by the Barileethrough foreclosure or through a deed in lieereof from the borrowe
When other real estate is acquired, any excedwedBanks recorded investment in the loan balance and eddnierest income ov
the estimated fair market value of the propertg lassts to sell is charged against the allowanckém losses. A valuation allowar
for losses on other real estate is maintained twige for temporary declines in value. The allowaris established througt
provision for losses on other real estate whicin@uded in other expenses. Subsequent gains eedosn sales or wriewn:
resulting from permanent impairment are recordedtirer income or expenses as incurred. The reduatiour OREO valuatic
allowance relates to changes in estimated valusgweral of our OREO properties based on recentigas.

OREO expense declined by $87 thousand from $168stw during the three months ended March 31, 80$@3 thousand duril
the same period in 2011. These savings were pilynaiated to property taxes on OREO propertiesvasreceived a refund
overpayment of prior your taxes in 2011 and someuwnfOREQO properties were reassessed during tleaddalf of 2010 resulting
lower tax expense in 2011.

The increase in occupancy and equipment expenseply relates to the reversal of accrued rentgleese during the 2010 qua
for our Redding branch. On March 31, 2010 we pwebathe building housing our Redding branch at & ob $1.0 million
Previously we had leased this building. Under #rent of the lease agreement we were provided &sefor a period of tim
however we recognized monthly rent expense equaletdotal payments required under the lease diddgy the term of the lease
months. At the time of the purchase we reversedabcrual recognizing a $184 thousand reducti@taupancy costs. Reduction:
occupancy and equipment expense during the 201itequacluded reduced costs related to owning teddig branch and a $
thousand reduction in equipment deprecation expense

Professional fees increased by $37 thousand ptimatated to an increase in legal expense relatdnbth corporate matters and |
collection activities.

The following table describes the components of-mberest expense for the threenth periods ending March 31, 2011 and 2
in thousands:

For the Three Months

Ended March 31 Dollar Percentage
2011 2010 Change Change

Salaries and employee bene $ 2,371 $ 2,54¢ $ a7¢) -7.C%
Occupancy and equipme 80t 713 92 12.%
Outside service fee 32t 304 21 6.%
FDIC Insurance and assessme 27¢ 258 23 9.1%
Professional fee 21€ 17¢ 37 20.7%
Telephone and data communicat 87 90 3 -3.3%
OREO expens 73 16C (87) -54.4%
Loan and collection expens 61 63 2 -3.2%
Director compensation and retirem 57 56 1 1.8%
Business developme 56 66 (10) -15.2%
Advertising and shareholder relatic 56 58 2 -3.4%
Insurance 55 22 33 150.(%
Armored car and courie 51 56 (5) -8.9%
Postage 46 59 (13) -22.(%
Deposit premium amortizatic 43 43 — —%
Stationery and supplie 33 34 @ -2.9%
Benefit from changes in valuation of ORI (400) — (400) -10C%
Other 37 5 32 640.(%

Total nor-interest expens $ 4,24¢ $ 4,71C $ (462) -9.8%
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Provision (benefit) for income taxesThe Company recorded an income tax provision of th®6isand, or 13.9% of ptax incomu
for the three months ended March 31, 2011. Thispaoes to an income tax benefit of $101 thousand806r1% of preax los:
during the first three months of 2010. The perogegafor 2011 and 2010 differ from the statutorg rat tax exempt income suct
earnings on Bank owned life insurance and munidipah and investment income decrease the tax poovend increase the 1
benefit.

Deferred tax assets and liabilities are recognfeedhe tax consequences of temporary differenedwden the reported amoun
assets and liabilities and their tax bases. Daleiar assets and liabilities are measured usingteddax rates expected to appl
taxable income in the years in which those tempodifferences are expected to be recovered oregetlhe determination of t
amount of deferred income tax assets which are ilgly than not to be realized is primarily depentlon projections of futu
earnings, which are subject to uncertainty andneg#s that may change given economic conditions#ret factors. The realizati
of deferred income tax assets is assessed andatival allowance is recorded if it is “more likeélyan not"that all or a portion of tt
deferred tax asset will not be realized. “More ljkthan not”is defined as greater than a 50% chance. All availavidence, bo
positive and negative is considered to determinethédr, based on the weight of that evidence, aatialu allowance is need:s
Based upon our analysis of available evidence, ave ldetermined that it is “more likely than ndtat all of our deferred income 1
assets as of March 31, 2011 and December 31, 20lBenfully realized and therefore no valuatiotomlance was recorded. On
consolidated balance sheet, net deferred tax amsetscluded in accrued interest receivable ahdraissets.

FINANCIAL CONDITION

Loan Portfolio. The Company continues to manage the mix of its lparfolio consistent with its identity as a comntyrbank
serving the financing needs of all sectors of theaat serves. Although the Company offers a braaedy of financing options,
continues to concentrate its focus on small to omadiized commercial businesses. These commereias loffer diversification as
industries and types of businesses, thus limitilagenial exposure in any industry concentratione Tompany offers both fixed a
floating rate loans and obtains collateral in thenf of real property, business assets and deposiuats, but looks to business
personal cash flows as its primary source of reptm

The Companys largest lending categories are commercial raateefoans, residential real estate loans, andwalgrral loans. The:
categories accounted for approximately 39.3%, 14a2fh 12.4%, respectively of the Companyotal loan portfolio at March &
2011, and approximately 37.9%, 13.8% and 12.2%pecs/ely of the Compang’ total loan portfolio at December 31, 2(
Additionally, construction and land developmentnsaepresented 9.4% and 9.9% of the loan portidi@f March 31, 2011 a
December 31, 2010, respectively. The constructi@hland development portfolio component has beentified by Management
a higherrisk loan category. The quality of the constructamd land development category is highly dependenproperty value
both in terms of the likelihood of repayment onlse property is transacted by the current ownerakag the level of collateral t
Company has securing the loan in the event of dtefanans in this category are characterized by dpeculative nature
commercial and residential development propertisd @n include property in various stages of dgualent from raw land -
finished lots. The decline in these loans as aqgmage of the Company’s loan portfolio reflects aggment continued effort
which began in 2009, to reduce its exposure totcaction and land development loans due to thersevaluation decrease in-
real estate market.

The Companyg real estate related loans, including real estateégage loans, real estate construction loansuroar equity lines
credit, and agricultural loans secured by realtestemprised 82% and 80% of the total loan poxdfat March 31, 2011 a
December 31, 2010, respectively. Moreover, thertass activities of the Company currently are fodueethe California counties
Plumas, Nevada, Placer, Lassen, Modoc, ShastaaSiad in Washoe County in Northern Nevada. Coresgityy the results
operations and financial condition of the Comparg @ependent upon the general trends in these mges@nd, in particular, t
residential and commercial real estate marketsaddition, the concentration of the Companyperations in these areas
Northeastern California and Northwestern Nevadaosesp it to greater risk than other banking compawnigh a wider geograpt
base in the event of catastrophes, such as eakigjufces and floods in these regions.
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The rates of interest charged on variable ratesl@ar set at specific increments in relation toGoepanys lending rate or oth
indexes such as the published prime interest naté.®. Treasury rates and vary with changes inetliedexes. At March 31, 20
and December 31, 2010, approximately 71% and 66%pectively, of the Compars/loan portfolio was comprised of variable
loans. While real estate mortgage, commercial amsumer lending remain the foundation of the Corgfmhistorical loan mi;
some changes in the mix have occurred due to thegihg economic environment and the resulting ceanglemand for certe
loan types. In addition, the Company remains conewhito the agricultural industry in NortheasterrifGenia and will continue t
pursue high quality agricultural loans. Agricultul@ans include both commercial and commercial esthte loans. The Compagy’
agricultural loan balances totaled $38 million arivh 31, 2011 and December 31, 2010.

Analysis of Asset Quality and Allowance for Loan LesesThe Company attempts to minimize credit risk thitoitg underwritin
and credit review policies. The Compasycredit review process includes internally pregareedit reviews as well as contrac!
with an outside firm to conduct periodic creditimvs. The Compang management and lending officers evaluate thedrgesur
of classified and impaired loans on a quarterlyihas more frequently as loan conditions chande Management Asset Resolui
Committee (MARC) reviews the asset quality of cited loans on a monthly basis and reports therfgsdto the full Board ¢
Directors. The Board’ Loan Committee reviews the asset quality of ream$ on a monthly basis and reports the findindaedull
Board of Directors. In managemesntpinion, this loan review system helps facilitdte early identification of potential criticiz
loans.

The Company has implemented MARC to develop amagtian to significantly reduce nonperforming loahgonsists of membe
of executive management, credit administration rganmeent and the Board of Directors, and the actividire governed by a forr
written charter. The MARC meets at least monthlgl eeports to the Board of Directors.

More specifically, a formal plan to effect repayrhemd/or disposition of every significant nonpenfiamng loan relationship
developed and documented for review andyoimg oversight by the MARC. Some of the strategiesd include but are not limit
to: 1) obtaining additional collateral, 2) obtaigiadditional investor cash infusion, 3) sale of phemissory note to an outside pa
4) proceeding with foreclosure on the underlyinglateral, 5) legal action against borrower/guarestm encourage settlement
debt and/or collect any deficiency balance oweahEdep includes a benchmark timeline to track raes)

MARC also provides guidance for the maintenance tandly disposition of OREO properties; includingvéloping financing ar
marketing programs to incent individuals to pureh@REO.

The allowance for loan losses is established thraiwarges to earnings in the form of the provigmmloan losses. Loan losses
charged to and recoveries are credited to the atiow for loan losses. The allowance for loan lossesaintained at a level deen
appropriate by management to provide for knowniahdrent risks in loans. The adequacy of the allmeafor loan losses is ba:
upon managemerst’ continuing assessment of various factors affgctime collectibility of loans; including current @wmic
conditions, maturity of the portfolio, size of tip@rtfolio, industry concentrations, borrower credistory, collateral, the existil
allowance for loan losses, independent credit mesjeurrent charges and recoveries to the allowérclan losses and the ove
quality of the portfolio as determined by managemesgulatory agencies, and independent credieveionsultants retained by
Company. There is no precise method of predictipeciic losses or amounts which may ultimately harged off on particul:
segments of the loan portfolio. The collectibildf a loan is subjective to some degree, but muaterdo the borrowes financia
condition, cash flow, quality of the borrower’s nagement expertise, collateral and guarantees,tatelaf the local economy.

Formula allocations are calculated by applying fassors to outstanding loans with similar charestes. Loss factors are basec
the Companys historical loss experience as adjusted for chaingthe business cycle and may be adjusted foifgignt factors tha
in managemens’ judgment, affect the collectibility of the poliitoas of the evaluation date. Effective for thedhquarter of 201!
the Company modified its method of estimating thewsance for loan losses for ndmpaired loans. This modification incorpora
historical loss experience based on a rolling emldrters ending with the most recently completalérdar quarter to identifi
pools of loans. This modification did not have atenial affect on the Comparsg/allowance for loans losses or provision for
losses.
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The discretionary allocation is based upon managémevaluation of various loan segment conditions @@ not directly measur
in the determination of the formula and specifio@hnces. The conditions may include, but are inotéd to, general economic ¢
business conditions affecting the key lending arefashe Company, credit quality trends, collatevalues, loan volumes a
concentrations, and other business conditions.

The following table provides certain informatiorr filne three-month period indicated with respecth®s Companys allowance fc
loan losses as well as charge-off and recoveryifgtin thousands:

For the Three Months
Ended March 31,

2011 2010

Balance at January $ 7,324 $ 9,56¢
Charge-offs:

Commercial and agricultur. a3 (377

Real estate mortgay (119 (787)

Real estate constructic — (1,567%)

Consume (109 (125)
Total charg-offs (401) (2,85(0)
Recoveries

Commercial and agricultur. 10¢ 5

Real estate mortgay — 3

Real estate constructic — —

Consume 28 40
Total recoverie: 13€ 48
Net charg-offs (265) (2,807)
Provision for loan losse 1,70( 1,50(
Balance at March 3: $ 8,75¢ $ 8,26¢
Annualized net charw-offs during the thre-month period to average loa 0.35% 3.41%
Allowance for loan losses to total log 2.8t% 2.52%

We currently anticipate that net chargiés could range from approximately $3.5 million$6.5 million in 2011, the largest part
which are anticipated to be related to real edtatas consistent with 2010 activity. For other gatées of loans we expect charge-
offs to be similar to 2010 activity. However, givire lack of stability in the real estate marked &me recent volatility in chargeffs,
there can be no assurance that charge offs of lndnture periods will not increase or decreasanfthis estimate.

The allowance for loan losses totaled $8.8 mill@nMarch 31, 2011 and $7.3 million at December Z110. The increase in t
allowance for loan losses from December 31, 201@ximmarily attributable to a $1.3 million increasespecific reserves related
impaired loans from $1.9 million at December 311@Go $3.2 million at March 31, 2011. General reserincreased by $1
thousand to $5.6 million at March 31, 2011. Reldtethe increase in specific reserves on impaioathd and an increase in gen
reserves, the allowance for loan losses as a pagerof total loans increased from 2.33% at Dece®be 2010 to 2.88%
March 31, 2011. The percentage of general reséovesimpaired loans also increased from 1.90% aebwer 31, 2010 to 2.02%
March 31, 2011.
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The Company places loans 90 days or more past dugopnaccrual status unless the loan is well secaretlin the process
collection. A loan is considered to be in the pescef collection if, based on a probable specifieng, it is expected that the loan \
be repaid or brought current. Generally, this atiéa period would not exceed 90 days. When a Iegrlaced on nonaccrual sts
the Companys general policy is to reverse and charge againseémt income previously accrued but unpaid intedeserest incom
on such loans is subsequently recognized only g¢oettient that cash is received and future collactib principal is deemed |
management to be probable. Where the collectibilitthe principal or interest on a loan is consédkto be doubtful by managem:e
it is placed on nonaccrual status prior to becondidglays delinquent.

Impaired loans are measured based on the preskat ofithe expected future cash flows discountethatioans effective intere
rate or the fair value of the collateral if therida collateral dependent. The amount of impaioaeh$ is not directly comparable to
amount of nonperforming loans disclosed later is 8ection. The primary difference between impai@hs and nonperformil
loans is that impaired loan recognition considersanly loans 90 days or more past due, restrudtlo@ns and nonaccrual loans
also may include identified problem loans othemtlalinquent loans where it is considered probdde we will not collect a
amounts due to us (including both principal andriest) in accordance with the contractual ternth®ioan agreement.

A restructuring of a debt constitutes a troubledtdestructuring (TDR) if the Company, for econoroiclegal reasons related to
debtors financial difficulties, grants a concession te tthebtor that it would not otherwise consider. Restired workout loatr
typically present an elevated level of credit riskthe borrowers are not able to perform accorthirthe original contractual tern
Loans that are reported as TDRs are consideredrietpand measured for impairment as described above

Nonperforming loans at March 31, 2011 were $24lianj a decrease of $0.9 million from the $25.4lliom balance
December 31, 2010. Specific reserves on nonactwaek totaled $3.0 million at March 31, 2011 and3$tillion at December 3
2010, respectively. Performing loans past due ythiot eightynine days increased from $2.9 million at Decemier@010 t
$7.7 million at March 31, 2011. This increase prifgarelates to five loans, ranging from $0.7 mati to $1.7 million in princip:
balance, none of which were over sixty days past du

A substandard loan is not adequately protectechbyctirrent sound worth and paying capacity of thedwer or the value of tl
collateral pledged, if any. Total substandard ldanseased by $3.7 million from $38.6 million atd@enber 31, 2010 to $42.3 milli
at March 31, 2011. However, loans classified ascwatecreased by $3.3 million from $14.2 million ¢cember 31, 2010
$10.9 million at March 31, 2011. At March 31, 20H19.5 million of performing loans were classifiad substandard. Furtl
deterioration in the credit quality of individuagdqiorming substandard loans or other adverse cistaimees could result in the nee
place these loans on nonperforming status.

At March 31, 2011 and December 31, 2010, the Copwigarecorded investment in impaired loans totaled.Gg8llion anc
$28.8 million, respectively. The specific allowarfoe loan losses related to impaired loans totdld@® million and $1.9 million :
March 31, 2011 and December 31, 2010, respectivealgitionally, $2.8 million has been charged offaatst the impaired loans
March 31, 2011 and December 31 2010.

It is the policy of management to make additionthallowance for loan losses so that it remap@priate to absorb the inher
risk of loss in the portfolio. Management belietieat the allowance at March 31, 2011 is appropridtevever, the determination
the amount of the allowance is judgmental and suiltgeeconomic conditions which cannot be prediet@l certainty. Accordingly
the Company cannot predict whether charge-offeaf$ in excess of the allowance may occur in fyteréds.

OREO represents real property taken by the Barieethrough foreclosure or through a deed in ligereof from the borrowe
Repossessed assets include vehicles and other corahassets acquired under agreements with dedimoorrowers. Reposses
assets and OREO are carried at fair market vakss $elling costs. OREO holdings represented thirey properties totalir
$9.1 million at March 31, 2011 and thirty-one prdfees totaling $8.9 million at December 31, 2010.tke thirty-one properties
March 31, 2011, three properties represent 80%hefhalance or $7.3 million of the $9.1 million. Fkethree properties we
transferred into OREO during the third quarter 002. We have actively marketed the properties ahidewve have received offe
for each property, to date none have been accéptéide Bank. Nonperforming assets as a percenthygdab assets were 7.15%
March 31, 2011 and at December 31, 2010.
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The following table provides a summary of the cleaimgthe OREO balance for the three months endag@hviil, 2011 and 2010:

Three Months Ended March 31

2011 2010
(in thousands)
Beginning Balanc: $ 8,861 $ 11,20«
Additions 137 1,172
Dispositions (339 (1,456
Benefit from change in OREO valuati 40C —
Ending Balanct $ 9,07( $ 10,92(

The reduction in our OREO valuation allowance eddab changes in estimated values on several 0DREO properties based
recent appraisals.

Investment Portfolio and Federal Funds Sold.Total investment securities increased by $1.4 amllfrom $63.0 million ¢
December 31, 2010 to $64.4 million as of March&111. The investment portfolio balances in U.S.a$teies, U.S. Governme
agencies, and municipal obligations comprised 2%8p @nd less than 1%, respectively, at March 311201d December 31, 20:
There were no Federal funds sold at March 31, 201December 31, 2010; however, the Bank maintainestest earning balanc
at the Federal Reserve Bank (FRB) totaling $48IBamiat March 31, 2011 and $52.3 million at DecemnB1, 2010, respective
These balances currently earn 25 basis points.

The Company classifies its investment securitiesnaslable-for-sale or held-tmaturity. Currently all securities are classifies
available-for-sale. Securities classified as awéldor-sale may be sold to implement the Compargsset/liability manageme
strategies and in response to changes in intextest, prepayment rates and similar factors.

Deposits.Total deposits were $414.9 million as of March 211, a decrease of $10.0 million, or 2%, from Breeember 31, 20:
balance of $424.9 million. The decline in deposi@s mostly related to maturities from a higher natemotional time depo:
product we began offering in June, 2009 and coetinio offer until April 30, 2010. These promotionihe deposits, which tof
$38 million at March 31, 2011, began maturing atéhd of 2010 and will continue to mature intottiied quarter of 2011.

The Company continues to manage the mix of its siépoonsistent with its identity as a communitylbaerving the financial nee

of its customers. There were only minor changeténcomposition of our deposits at March 31, 20dd Becember 31, 2010. Non-
interest bearing demand deposits were 27% of tgpbsits at March 31, 2011 and 26% of total depaaitDecember 31, 20:
Interest bearing transaction accounts were 23%taf teposits at March 31, 2011 and 24% of totplod#s at December 31, 20
Money market and savings deposits totaled 24% taf tteposits at March 31, 2011 and 22% at Dece®bep010. Time depos
were 26% of total deposits at March 31, 2011 artd #8total deposits at December 31, 2010.

Deposits represent the Baskirimary source of funds. Deposits are primariyecdeposits in that they are demand, savingsiarg
deposits generated from local businesses and thdils. These sources are considered to be relattable, longerm relationshig
thereby enhancing steady growth of the deposit heisleout major fluctuations in overall deposit hatas. The Compa
experiences, to a small degree, some seasonalitythhe slower growth period between November thnoAgril, and the highe
growth period from May through October. In orderassist in meeting any funding demands, the Compaaintains securt
borrowing arrangements with the Federal Home LoankBand the Federal Reserve Bank of San Frandisdaded in time deposi
at March 31, 2011 and December 31, 2010 were $®minh CDARS reciprocal time deposits which, undegulatory guideline
are classified as brokered deposits.

Borrowing Arrangements. Exclusive of our junior subordinated deferrablemest debentures there were no outstanding borgs
at March 31, 2011 or December 31, 2010.

The average balance in shttm borrowings during the three months ended M&dch2011 and 2010 were $0 and $4.0 mil
respectively. The average rate paid on sterts borrowings during the three months ended M&dch2010 was 0.51%. T
maximum amount of short-term borrowings outstandingany monthend during the three months ended March 31, 201¢
$20 million.
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Capital Resources

Shareholders’ equity as of March 31, 2011 total@8.& million up from $38.0 million as of Decembdr, 2010.

On January 30, 2009, under the Capital Purchasgrém the Company sold (i) 11,949 shares of the gamy's Fixed Rat
Cumulative Perpetual Preferred Stock, Series A ‘(thveferred Shares”) and (ii) a tgxear warrant to purchase up to 237,712 sl
of the Company’s common stock, no par value at>aroise price, subject to artilution adjustments, of $7.54 per share, fo
aggregate purchase price of $11,949,000 in cashniidon of the twelve million in proceeds fromettsale of the Series A Prefer
Stock was injected into Plumas Bank providing additapital for the bank to support growth in loam investment securities ¢
strengthen its capital ratios. The remainder presifilinds for holding company activities and geneogborate purposes.

It is the policy of the Company to periodically tisute excess retained earnings to the shareteoltieough the payment of ci
dividends. Such dividends help promote shareholdére and capital adequacy by enhancing the madoikigtaof the Companys
stock. All authority to provide a return to the sdteolders in the form of a cash or stock dividendpulit rests with the Board
Directors (the Board). The Board will periodically, but on no réguschedule, review the appropriateness of a cagdenc
payment. No common cash dividends were paid in 20010 and none are anticipated to be paid i1201

The Company is subject to various restrictions o payment of dividends. See Note 2 “Regulatorytddat of the Companyg’
Condensed Consolidated Financial Statements in 1tefrthis Form 10-Q.

At the request of the FRB, Plumas Bancorp defeit®degularly scheduled quarterly interest paymemntsits outstanding juni
subordinated debentures relating to its two trusfgured securities and suspended quarterly castledid payments on its Serie:
Preferred Stock. Therefore, Plumas Bancorp is otlgrén arrears with the dividend payments on tlegies A Preferred Stock a
interest payments on the junior subordinated deirestas permitted by the related documentatiorofAdarch 31, 2011 the amot
of the arrearage on the dividend payments of thee$A Preferred Stock is $597 thousand and theuataof the arrearage on -
payments on the subordinated debt associated httrast preferred securities is $312 thousand.

Capital Standards.

The Company uses a variety of measures to evaitisat@apital adequacy, with ridkased capital ratios calculated separately fc
Company and the Bank. Management reviews thes¢éatapéasurements on a monthly basis and takes i action to ensu
that they are within established internal and ewkguidelines. The FDIC has promulgated tislsed capital guidelines for all s
non-member banks such as the Bank. These guidalstablish a risladjusted ratio relating capital to different catege of asse
and offbalance sheet exposures. There are two categofiempital under the guidelines: Tier 1 capital udgs commc
stockholders’ equity, and qualifying trugteferred securities (including notes payable tcomsolidated special purpose entities
issue truspreferred securities), less goodwill and certaiheotdeductions, notably the unrealized net gainsosses (after te
adjustments) on available-feale investment securities carried at fair markdte;, Tier 2 capital can include qualifying subosetic
debt and the allowance for loan losses, subjecettain limitations. The Series A Preferred Stookliies as Tier 1 capital for t
Company.

As noted previously, the Compasyjunior subordinated debentures represent borgsvirom its unconsolidated subsidiaries
have issued an aggregate $10 million in trust-prefesecurities. These trusteferred securities currently qualify for inclusia
Tier 1 capital for regulatory purposes as they db exceed 25% of total Tier 1 capital, but are sifesd as longeerm debt il
accordance with GAAP. On March 1, 2005, the FedRederve Board adopted a final rule that allowsdetinued inclusion «
trust-preferred securities (and/or related subatéith debentures) in the Tier | capital of bank ingdtompanies.
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The following table presents the Company’s andBaek’s capital ratios as of March 31, 2011 and Decer8ibe2010, in thousand

March 31, 2011 December 31, 201
Amount Ratio Amount Ratio

Tier 1 Leverage Ratio
Plumas Bancorp and Subsidiary $ 43,84t 9.2% $ 42,94 8.9%
Minimum regulatory requiremel 19,03¢ 4.C% 19,36: 4.C%
Plumas Bank 43,52 9.2% 43,26: 8.9%
Minimum requirement for “Well-Capitalized” institioh

under the prompt corrective action p 23,77¢ 5.C% 24,19( 5.C%
Minimum regulatory requireme! 19,02 4.C% 19,35: 4.C%
Tier 1 Risk-BasedCapital Ratio
Plumas Bancorp and Subsidiary 43,84¢ 13.2% 42,99 12.7%
Minimum regulatory requiremel 13,32 4.C% 13,57( 4.C%
Plumas Bank 43,52 13.1% 43,26: 12.8%
Minimum requirement for “Well-Capitalized” institioh

under the prompt corrective action p 19,97 6.C% 20,34 6.C%
Minimum regulatory requiremei 13,31¢ 4.C% 13,56: 4.C%
Total Risk-Based Capital Ratio
Plumas Bancorp and Subsidiary 48,06" 14.4% 47,27¢ 13.%
Minimum regulatory requiremel 26,647 8.C% 27,14 8.C%
Plumas Bank 47,74 14.2% 47,53¢ 14.(%
Minimum requirement for “Well-Capitalized” institioh

under the prompt corrective action p 33,28t 10.(% 33,90: 10.C%
Minimum regulatory requiremei 26,62¢ 8.C% 27,12 8.C%

Management believes that the Company and the Bagik ath their capital adequacy requirements as ofch&1, 2011 ar
December 31, 2010. On March 16, 2011, the Bankreditsito a Consent Order (“Orderijith the FDIC and the DFI. With
240 days of the date of the Order we are requdddrease and maintain the Basiier 1 capital to a level such that its leve
ratio is at least 10% and its total risk-basedtehs at least 13%. Currently the Bank has excedlde Order’s total riskased capit
ratio goal of 13% and Management expects to achiewdeverage ratio target of 10% by yead without the injection of any n
capital.

See Note 2 “Regulatory Matters” of the Company’sa@mnsed Consolidated Financial Statements in Iterhthis Form 109 for
information related to the Order.

The current and projected capital positions of@eenpany and the Bank and the impact of capitalpamd longerm strategies a
reviewed regularly by management. The Company pdicto maintain the Bank’s ratios above the piibsc wellcapitalize
leverage, Tier 1 risk-based and total risk-basgditalaratios of 5%, 6% and 10%, respectively, atiales.

Off-Balance Sheet Arrangements

Loan Commitments. In the normal course of business, there are varbmmsmitments outstanding to extend credits thatna
reflected in the financial statements. Commitmeéntsxtend credit and letters of credit are agreg¢sneniend to a customer as long
there is no violation of any condition establistiadthe contract. Annual review of commercial crelities, letters of credit ai
ongoing monitoring of outstanding balances redubesrisk of loss associated with these commitmehssof March 31, 2011, tl
Company had $70.6 million in unfunded loan committeeand $133 thousand in letters of credit. Thimgares to $71.6 million
unfunded loan commitments and $164 thousand iertetf credit at December 31, 2010. Of the $70l68amiin unfunded loa
commitments, $32.8 million and $37.8 million regeted commitments to commercial and consumer cusgmespectively. Of tl
total unfunded commitments at March 31, 2011, $84lBon were secured by real estate, of which $nillion was secured t
commercial real estate and $28.4 million was setbgeresidential real estate in the form of eqliitgs of credit. The commerc
loan commitments not secured by real estate priyneepresent business lines of credit, while thastmmer loan commitments |
secured by real estate primarily represent revgleiredit card lines. Since, some of the commitmantsexpected to expire withi
being drawn upon; the total commitment amountsatmecessarily represent future cash requirements.
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Operating Leases.The Company leases one depository branch, onenigraffice and one loan administration office ana tmor
branch automated teller machine locations. Totataleexpenses under all operating leases, inclugiieqnises, totaled $46,000 ar
credit of $95,000, during the three months endedch81, 2011 and 2010, respectively. The expiradiates of the leases vary, v
the first such lease expiring during 2011 and #s¢ $uch lease expiring during 2015.

The increase in rental expense during 2011 reséibed the purchase of our Redding branch buildingviarch 31, 2010. Previou:
we had leased this building. Under the terms ofléase agreement we were provided free rent fogrengh of time; however,

accordance with applicable accounting standardsesegnized monthly rent expense equal to the figgiments required under

lease dividend by the term of the lease in moniighe time of the purchase we reversed this ateragnizing a $184 thouse
reduction in rental expense.

Liquidity

The Company manages its liquidity to provide thaitslto generate funds to support asset growthetnueposit withdrawals (bc
anticipated and unanticipated), fund customerstdwing needs, satisfy maturity of sheetrm borrowings and maintain rese
requirements. The Comparsyliquidity needs are managed using assets olitiebj or both. On the asset side, in additiocdsh an
due from banks, the Company maintains an investmertfolio containing U.S. Government, agency anghivipal securities th

are classified as available-feale. On the liability side, liquidity needs arermaged by charging competitive offering rates onodd
products and the use of established lines of credit

The Company is a member of the FHLB and can boupvito $93,475,000 from the FHLB secured by comnatiand residenti
mortgage loans with carrying values totaling $149,600. The Company is required to hold FHLB steska condition ¢
membership. At March 31, 2011, the Company held&2000 of FHLB stock which is recorded as a congpomf other assets.
this level of stock holdings the Company can borugato $46,561,000. There were no borrowings ontiey as of March 31, 201
To borrow the $93,475,000 in available credit themPany would need to purchase $2,205,000 in additiGHLB stock. I
addition, the Company has the ability to secureaades through the FRB discount window. These adsradso must |
collateralized.

Customer deposits are the Compangtimary source of funds. Total deposits were $tidillion as of March 31, 2011, a decre
of $10.0 million, or 2%, from the December 31, 20dflance of $424.9 million. Deposits are held imiags forms with varyin
maturities. The Company’securities portfolio, Federal funds sold, Fedel@ne Loan Bank advances, and cash and due froks
serve as the primary sources of liquidity, providadequate funding for loans during periods of hagin demand. During periods
decreased lending, funds obtained from the matwimggle of investments, loan payments, and newsiipare invested in short-
term earning assets, such as cash held at the F&fral funds sold and investment securities, teesas a source of funding
future loan growth. Management believes that they@any’s available sources of funds, including borrowingdl, provide adequa
liquidity for its operations in the foreseeableufidt.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
As a smaller reporting company we are not requingarovide the information required by this item.
ITEM 4. CONTROLS AND PROCEDURES

The Company’s Interim Chief Executive Officer amdelrim Chief Financial Officer, based on their exion of the Company’
disclosure controls and procedures as of the etdeo€ompanys fiscal quarter ended March 31, 2011 (as defineixchange A«
Rule 13a—15(e), have concluded that the Compsadigclosure controls and procedures are adequdteféective for purposes
Rule 13a—15(e) in timely alerting them to mateidbrmation relating to the Company required toit@uded in the Company
filings with the SEC under the Securities ExchaAgeof 1934.

There were no significant changes in the Comparigiternal control over financial reporting or iher factors that cou
significantly affect internal controls that occudréuring the Company’s fiscal quarter ended Marth2®11.

PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
From time to time, the Company and/or its subsid&are a party to claims and legal proceedingsnariin the ordinary course
business. In the opinion of the Compangianagement, the amount of ultimate liability wigspect to such proceedings will not t
a material adverse effect on the financial conditio results of operations of the Company takea akole.

ITEM 1A RISK FACTORS

As a smaller reporting company we are not requingarovide the information required by this item.
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ITEM 2. UNREGISTERD SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(a) None.

(b) None.

(c) None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Under the terms of the Series A Preferred StoalknBk Bancorp is required to pay dividends on atgdgrbasis at a rate of 5% |
year for the first five years, after which the diend rate automatically increases to 9%. Dividesghgents on the Series A Prefel
Stock may be deferred without default, but thedbwid is cumulative and, if Plumas Bancorp failpay dividends for six quarte
the holder will have the right to appoint repres¢ines to Plumas Bancorfgoard of directors. As previously disclosed, Plu
Bancorp has determined to defer regularly schedgiedterly interest payments on its Series A PrefeStock. Therefore, Plurr

Bancorp is currently in arrears with the dividerad/ments on the Series A Preferred Stock. As ofdite of filing this report, tt
amount of the arrearage on the dividend paymernitseoBeries A Preferred Stock is $597 thousand.

ITEM 4. (REMOVED AND RESERVED)
None.
ITEM5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

The following documents are included or incorpaddig reference in this Quarterly Report on Form 10Q

3.1 Articles of Incorporation as amended of Registiaaluded as exhibit 3.1 to the Registrant’s For, &ile
No. 33384534, which is incorporated by reference het

3.2 Bylaws of Registrant as amended on March 16, 20dluded as exhibit 3.2 to the Registrant’s FornKifor
December 31, 2010, which is incorporated by thisremce hereir

3.2 Amendment of the Articles of Incorporation of Reasit dated November 1, 2002, is included as ekBiBito
the Registrars 1(-Q for September 30, 2005, which is incorporatethiiyy reference hereil

3.4 Amendment of the Articles of Incorporation of Remasit dated August 17, 2005, is included as exBilditto the
Registrar’'s 1(-Q for September 30, 2005, which is incorporatedhig/reference hereil

4 Specimen form of certificate for Plumas Bancorguded as exhibit 4 to the Registrant’'s Form S-# No. 333-
84534, which is incorporated by reference hei

41 Certificate of Determination of Fixed Rate CumulatPerpetual Preferred Stock, Series A, is incluatedxhibit
4.1 to Registrar's &K filed on January 30, 2009, which is incorporalgdhis reference herei

10.1 Executive Salary Continuation Agreement of AndreWyback dated December 17, 2008, is included hibigx
10.1 to the Registra’s 1(-K for December 31, 2008, which is incorporated g teference herei

10.z Split Dollar Agreement of Andrew J. Ryback datedyst 23, 2005, is included as Exhibit 10.2 to the
Registrar’s &K filed on October 17, 2005, which is incorporatgdthis reference herei

10.¢ Director Retirement Agreement of John Flournoy daarch 21, 2007, is included as Exhibit 10.8 to
Registrar’s 1(-Q for March 31, 2007, which is incorporated by tta@ference hereit

10.11 First Amendment to Executive Salary Continuatiorredggnent of Robert T. Herr dated September 15, 2604,
included as Exhibit 10.11 to the Registrant’'s 8iKd on September 17, 2004, which is incorporatethis
reference hereir

10.1¢ Amended and Restated Director Retirement AgreewfeDaniel E. West dated May 10, 2000, is includsed a
Exhibit 10.18 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

10.1¢ Consulting Agreement of Daniel E. West dated May2lDO, is included as Exhibit 10.19 to the Regisfs 10-
QSB for June 30, 2002, which is incorporated by teference herei

10.2( Split Dollar Agreements of Robert T. Herr dated t8egber 15, 2004, is included as Exhibit 10.20 & th
Registrar’s &K filed on September 17, 2004, which is incorpaildtg this reference herei

10.21 Amended and Restated Director Retirement AgreewfeAlvin G. Blickenstaff dated April 19, 2000, isdluded
as Exhibit 10.21 to the Registr’s 1(-QSB for June 30, 2002, which is incorporated by thference hereil

10.22 Consulting Agreement of Alvin G. Blickenstaff datetdy 8, 2000, is included as Exhibit 10.22 to the
Registrar’'s 1(-QSB for June 30, 2002, which is incorporated bg thference hereil

10.2¢ Amended and Restated Director Retirement Agreewfe@erald W. Fletcher dated May 10, 2000, is inellids
Exhibit 10.24 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

10.2¢ Consulting Agreement of Gerald W. Fletcher dated/ @, 2000, is included as Exhibit 10.25 to the iRtegnt's
1C-QSB for June 30, 2002, which is incorporated by teference hereil
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Amended and Restated Director Retirement Agreewfefitthur C. Grohs dated May 9, 2000, is includsd a
Exhibit 10.27 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

Consulting Agreement of Arthur C. Grohs dated Mag®00, is included as Exhibit 10.28 to the Regisfs 10-
QSB for June 30, 2002, which is incorporated by teference herei

Amended and Restated Director Retirement Agreewfeh¢rrance J. Reeson dated April 19, 2000, isuthetl as
Exhibit 10.33 to the Registre’s 1(-QSB for June 30, 2002, which is incorporated by teference hereil

Consulting Agreement of Terrance J. Reeson datedMa2000, is included as Exhibit 10.34 to the iRegnt’s
1C-QSB for June 30, 2002, which is incorporated by teference hereil

Letter Agreement, dated January 30, 2009 by andeset Plumas Bancorp, Inc. and the United Statesuapn
of the Treasury and Securities Purchase Agreeme8tandard Terms attached thereto, is included abietl0.1
to Registrar’s &K filed on January 30, 2009, which is incorporabgdhis reference herei

Form of Senior Executive Officer letter agreeménincluded as exhibit 10.2 to Registrant’s 8-kedilon
January 30, 2009, which is incorporated by thienexice hereir

Deferred Fee Agreement of Alvin Blickenstaff islined as Exhibit 10.37 to the Registrant’s 10-QMarch 31,
2009, which is incorporated by this reference e

2001 Stock Option Plan as amended is included laibie®9.1 of the Form S-8 filed July 23, 2002, o. 333-
96957, which is incorporated by this reference ine

Form of Indemnification Agreement (Plumas Bancasghcluded as Exhibit 10.41 to the Registrant’sQLor
March 31, 2009, which is incorporated by this refere herein

Form of Indemnification Agreement (Plumas Bankiniduded as Exhibit 10.42 to the Registrant’'s 160
March 31, 2009, which is incorporated by this refere herein

Plumas Bank 401(k) Profit Sharing Plan as amensi@ttluded as exhibit 99.1 of the Forn8$iled February 14
2003, File No. 33-103229, which is incorporated by this referencesime

Executive Salary Continuation Agreement of Robett@&rr dated June 4, 2002, is included as Exhihi44 to
the Registrars 1(-Q for March 31, 2003, which is incorporated by ttd@ference hereit

1991 Stock Option Plan as amended is included a#ExX0.46 to the Registrant’s 10-Q for Septentk@&r2004,
which is incorporated by this reference her

Specimen form of Incentive Stock Option Agreemardear the 1991 Stock Option Plan is included as
Exhibit 10.47 to the Registre’s 1(-Q for September 30, 2004, which is incorporatedhiisy reference hereil

Specimen form of Non-Qualified Stock Option Agreenender the 1991 Stock Option Plan is included as
Exhibit 10.48 to the Registre’s 1(-Q for September 30, 2004, which is incorporatedhiisy reference hereil

Amended and Restated Plumas Bancorp Stock Optamifincluded as Exhibit 10.49 to the Registrah@<Q
for September 30, 2006, which is incorporated lxy tbference herei

Executive Salary Continuation Agreement of Rose Besw, is included as exhibit 10.50 to the Regi$sdi0-K
for December 31, 2008, which is incorporated by teference hereil

First Amendment to Split Dollar Agreement of AndrdwRyback, is included as exhibit 10.51 to theiieant's
1C-K for December 31, 2008, which is incorporatedHog teference hereil
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Second Amendment to Executive Salary ContinuatigreAment of Robert T. Herr dated June 4, 2002 and
Amended September 15, 2004, is included as extib@6 to the Registrant’s for December 31, 2008, whi
is incorporated by this reference her¢

First Amendment to Split Dollar Agreements of RdblerHerr dated September 15, 2004, is includeexagbit
10.57 to the Registre’s 1(-K for December 31, 2008, which is incorporatedHtog teference hereil

Executive Salary Continuation Agreement of Robett&rr dated December 17, 2008, is included ashéxhi
10.58 to the Registre’s 1(-K for December 31, 2008, which is incorporatedHtig teference hereil

First Amendment to the Plumas Bank Amended andaRsbDirector Retirement Agreement for Alvin
Blickenstaff adopted on September 19, 2007, isuthell as Exhibit 10.64 to the Registrant’s 8-K fited
September 25, 2007, which is incorporated by #sfisrence hereir

First Amendment to the Plumas Bank Amended andaRebDirector Retirement Agreement for Arthur Col
adopted on September 19, 2007, is included as EXIS5 to the Registrant’s 8-K filed on Septemgr 2007,
which is incorporated by this reference her

First Amendment to the Plumas Bank Amended andaRsbDirector Retirement Agreement for Terrance J.
Reeson adopted on September 19, 2007, is inclulEdlabit 10.67 to the Registrant’s 8-K filed on
September 25, 2007, which is incorporated by #fisrence hereir

First Amendment to the Plumas Bank Amended andaRssDirector Retirement Agreement for Daniel EstVe
adopted on September 19, 2007, is included as ExXitH9 to the Registrant’s 8-K filed on Septemgr 2007,
which is incorporated by this reference her

First Amendment to the Plumas Bank Amended andaRmbsDirector Retirement Agreement for Gerald W.
Fletcher adopted on October 9, 2007, is includeBxsbit 10.70 to the Registrant’s 10-Q for Septem®0,
2007, which is incorporated by this reference e

Consent Order issued by the FDIC and CDFI to PluBesk on March 18, 2011, is included as ExhibitL1dr.
the Registrars &K filed on March 21, 2011, which is incorporatedthis reference herei

Stipulation and Consent to the Issuance of CorSetiér among Plumas Bank and the FDIC entered imto o
March 16, 2011, is included as Exhibit 10.2 of Registrant’s 8-K filed on March 21, 2011, which is
incorporated by this reference here

Computation of per share earnings appears in thehad 10-Q under Plumas Bancorp and Subsidiarga\tot
Condensed Consolidated Financial Statements as&eof— Earnings Per Shar

Rule 13i-14(a) [Section 302] Certification of Principal Fiv@al Officer dated May 5, 201
Rule 13i-14(a) [Section 302] Certification of Principal Exgive Officer dated May 5, 201

Certification of Principal Financial Officer purguao 18 U.S.C. Section 1350, As Adopted Pursuant t
Section 906 of the Sarbar-Oxley Act of 2002 dated May 5, 201

Certification of Principal Executive Officer pursudo 18 U.S.C. Section 1350, As Adopted Pursuant t
Section 906 of the Sarbal-Oxley Act of 2002 dated May 5, 201
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on
behalf by the undersigned thereunto duly authorized

PLUMAS BANCORP
(Registrant’

Date: May 5, 201.
/s/ Richard L. Belstoc

Richard L. Belstocl
Interim Chief Financial Office

/s/ Andrew J. Rybac

Andrew J. Rybacl
Interim President and Chief Executive Offic
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Exhibit 31.1

CERTIFICATION UNDER SECTION 302 OF THE SARBANES OXL EY ACT OF 2002

I, Richard L. Belstock, Interim Chief Financial @#r, certify that:

1. | have reviewed this report on Form-Q of Plumas Bancorj

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgtade a material fe
necessary to make the statements made, in lighhefcircumstances under which such statements weade, nc
misleading with respect to the period covered ligy tbport;

3. Based on my knowledge, the financial statementd,adiher financial information included in this repdairly present i
all material respects the financial condition, fesaf operations and cash flows of the registeenbf, and for, the perio
presented in this repol

4. The registrard’ other certifying officer and | are responsible &stablishing and maintaining disclosure contres
procedures (as defined in Exchange Act Rules 18e}Xnd 15dt5(e)) and internal control over financial repagtias
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

a.

Designed such disclosure controls and procedumesaoesed such disclosure controls and procedurds
designed under our supervision, to ensure that riabt@formation relating to the registrant, inclod its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod i
which this report is being prepare

Designed such internal control over financial réipgr, or caused such internal control over finahgé@orting
to be designed under our supervision, to providesarable assurance regarding the reliability orfoia
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaaktepte
accounting principles

Evaluated the effectiveness of the registsattisclosure controls and procedures and preséntad report oL
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovere:
by this report based on such evaluation;

Disclosed in this report any change in tegistrants internal control over financial reporting thatcomrec
during the registrant’'s most recent fiscal quatee registrans fourth fiscal quarter in the case of an an
report) that has materially affected, or is reabbnéikely to materially affect, the registrastinternal contre
over financial reporting; an

5. The registrarg’ other certifying officer and | have disclosedsdx on our most recent evaluation of internal cbrdve!
financial reporting, to the registrant’s auditoredahe audit committee of the registranboard of directors (or perst
performing the equivalent function:

a.

Date: May 5, 2011

All significant deficiencies and material weaknessethe design or operation of internal controtiofinancia
reporting which are reasonably likely to adversaffect the registrans’ ability to record, process, summa
and report financial information; at

Any fraud, whether or not material, that involveamagement or other employees who have a signifiodatir
the registrar' s internal control over financial reportir

/s/ Richard L. Belstock
Richard L. Belstock, Interim Chief Financial Offic




Exhibit 31.2

CERTIFICATION UNDER SECTION 302 OF THE SARBANES OXL EY ACT OF 2002

I, Andrew J. Ryback, Interim Chief Executive Officeertify that:

1. | have reviewed this report on Form-Q of Plumas Bancorj

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgtade a material fe
necessary to make the statements made, in lighhefcircumstances under which such statements weade, nc
misleading with respect to the period covered ligy tbport;

3. Based on my knowledge, the financial statementd,adiher financial information included in this repdairly present i
all material respects the financial condition, fesaf operations and cash flows of the registeenbf, and for, the perio
presented in this repol

4. The registrard’ other certifying officer and | are responsible &stablishing and maintaining disclosure contres
procedures (as defined in Exchange Act Rules 18e}Xnd 15dt5(e)) and internal control over financial repagtias
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

a.

Designed such disclosure controls and procedumesaoesed such disclosure controls and procedurds
designed under our supervision, to ensure that riabt@formation relating to the registrant, inclod its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod i
which this report is being prepare

Designed such internal control over financial réipgr, or caused such internal control over finahgé@orting
to be designed under our supervision, to providesarable assurance regarding the reliability orfoia
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaaktepte
accounting principles

Evaluated the effectiveness of the registsattisclosure controls and procedures and preséntad report oL
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovere:
by this report based on such evaluation;

Disclosed in this report any change in tegistrants internal control over financial reporting thatcomrec
during the registrant’'s most recent fiscal quatee registrans fourth fiscal quarter in the case of an an
report) that has materially affected, or is reabbnéikely to materially affect, the registrastinternal contre
over financial reporting; an

5. The registrarg’ other certifying officer and | have disclosedsdx on our most recent evaluation of internal cbrdve!
financial reporting, to the registrant’s auditoredahe audit committee of the registranboard of directors (or perst
performing the equivalent function:

a.

Date: May 5, 2011

All significant deficiencies and material weaknessethe design or operation of internal controtiofinancia
reporting which are reasonably likely to adversaffect the registrans’ ability to record, process, summa
and report financial information; at

Any fraud, whether or not material, that involveamagement or other employees who have a signifiodatir
the registrar' s internal control over financial reportir

/s/ Andrew J. Ryback
Andrew J. Ryback, Interim Chief Executive Offic




Exhibit 32.1

CERTIFICATION OF INTERIM CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Quarterly ReporForm 10Q of the Company for the three months ended Maigt?2G11, |
Richard L. Belstock, Interim Chief Financial Officef the Company, hereby certify pursuant to 18.0.Section 1350, as adop
pursuant to Section 906 of the Sarbi-Oxley Act of 2002 that

1) such Quarterly Report on Form QOef the Company for the three months ended Matgt2811, fully complies with tt
requirements of section 13(a) or 15(d) of the S&@esrExchange Act of 1934; ai

2) the information contained in such Quartdport on Form 1@ of the Company for the three months ended Maliyg
2011, fairly presents, in all material respects, fthancial condition and results of operation®hfmas Bancorg

Date: May 5, 2011 /s/ Richard L. Belstock
Richard L. Belstock, Interim Chief Financial Offic




Exhibit 32.2

CERTIFICATION OF INTERIM CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Quarterly ReporForm 10Q of the Company for the three months ended Maigt?G11, |
Andrew J. Ryback, Interim Chief Executive Officéfrtbe Company, hereby certify pursuant to 18 U.S€ction 1350, as adop
pursuant to Section 906 of the Sarbanes-Oxley A2002 that:

1) such Quarterly Report on Form QOef the Company for the three months ended Matgt2811, fully complies with tt
requirements of section 13(a) or 15(d) of the S&@esrExchange Act of 1934; ai

2) the information contained in such Quartdport on Form 1@ of the Company for the three months ended Maliyg
2011, fairly presents, in all material respects, fthancial condition and results of operation®hfmas Bancorg

Date: May 5, 2011 /s/ Andrew J. Ryback
Andrew J. Ryback, Interim Chief Executive Offic




