June 5, 2019
Dear Parent Stockholder:
We are pleased to announce our plan to spin-off our wholly-owned subsidiary, First Bankers
Trust Services, Inc. (“FBTS”) into an independent company. The strategic goal of this distribution is to
establish two focused companies dedicated to driving current and long-term value creation. We believe
the best way to realize our full potential is to allow each company to operate independently with a
dedicated focus to our respective and distinct businesses. Following the spin-off, we believe each
company will be well-positioned with the resources, talent, and foundation to remain as a leader in its
respective fields.
First Bankers Trustshares, Inc. and its wholly owned subsidiary, First Bankers Trust Company,
N.A. will continue to operate as a community-oriented financial institution focused principally on small
business loans, agricultural loans, consumer loans and one-to-four family residential mortgage loans
primarily in the Midwest U.S. We plan to continue our efforts to better serve our customer, stockholders,
communities and employees.
As an independent company, FBTS will focus on providing trust, fiduciary and investment
services. FBTS has extensive experience in fiduciary services and as of December 31, 2018, manages
$9.8 billion in assets. FBTS has offices in Illinois, Missouri, Pennsylvania, Arizona, and Georgia and
conducts business nationwide. Also, as part of the spin-off, FBTS will change its name to TI-Trust, Inc.
We believe the spin-off of our trust services business will benefit both companies in that each will
be positioned to:
x

focus on and pursue strategic priorities specific to its respective business;

x

utilize distinct capital allocation strategies and capital structures;

x

pursue operating efficiencies consistent with its respective long-term strategic objectives;
and

x

respond more quickly to rapidly changing developments and emerging opportunities in
its respective markets.

As a result of the distribution, each Parent stockholder will receive one share of FBTS common
stock for every share of Parent common stock held of record on June 17, 2019, the record date for the
distribution. You do not need to take any action to receive the common stock of FBTS to which you are
entitled as a Parent stockholder.
Please read the attached information statement, which is being made available to all Parent
stockholders who hold our common stock as of June 5, 2019. It describes the distribution in detail and
contains important information about Parent and FBTS.
We are extremely proud of the talented and dedicated team at FBTS. With a dedicated, focused
management team, we believe FBTS will remain a leading trust services and asset management company
and will be well-positioned to compete effectively for years to come.
We thank you for your continued support of First Bankers Trustshares, Inc.
Sincerely,
Allen W. Shafer
President/Chief Executive Officer
First Bankers Trustshares, Inc.

June 5, 2019
Dear Future First Bankers Trust Services, Inc. Shareholder:
It’s an honor to welcome you as a future shareholder of our new independent company, First
Bankers Trust Services, Inc. (“FBTS”). In the near future we will rename FBTS as "TI-Trust, Inc." and
re-brand FBTS's business as "TI-Trust".
I am extremely excited about the opportunity to lead FBTS. FBTS is a leading, national provider
of custody and fiduciary services to individuals and corporate clients. We specialize in trustee services for
employee benefit and personal trust accounts, custody services for individual retirement and savings
accounts, and farm services and management for land owners. As of December 31, 2018, assets under
management were $9.8 billion from our 1700+ client relationships. Our Farm Services division managed
nearly 26,000 acres in the Midwest U.S. In 2018, FBTS generated solid financial results as we saw
increased activities from Employee Benefits, Personal Trust and Farm Services groups.
For more than six decades, our staff has worked with thousands of clients and we are committed
to providing services nationally and meeting our clients at their locale. We look forward to our future as
an independent company and to your support as a shareholder of FBTS.
Sincerely,
Brian Ippensen
President/Chief Financial Officer
First Bankers Trust Services, Inc.

INFORMATION STATEMENT
First Bankers Trust Services, Inc.
This information statement is being furnished to you as a holder of common stock of First
Bankers Trustshares, Inc. (“Parent”) in connection with the distribution of shares of common stock of
First Bankers Trust Services, Inc. (“FBTS”). FBTS is a wholly owned subsidiary of Parent that holds all
of the assets and liabilities related to Parent’s trust services business. To implement the distribution,
Parent will distribute all of the outstanding shares of FBTS common stock on a pro rata basis to record
holders of Parent common stock in a manner that is intended to be tax-free for U.S. federal income tax
purposes.
You will receive one share of FBTS common stock for every share of Parent common stock held
of record by you as of the close of business on June 17, 2019, the record date for the distribution. As
discussed under “The Distribution—Trading Between the Record Date and Distribution Date,” if you sell
your shares of Parent common stock after the record date and before the distribution, you also will be
selling your right to receive shares of FBTS common stock in connection with the distribution. FBTS
expects the shares of FBTS common stock to be distributed by Parent to you on July 1, 2019. The date of
distribution of FBTS common stock is referred to in this information statement as the “distribution date.”
No vote of Parent stockholders is required for the distribution. Therefore, you are not being asked
for a proxy, and you are requested not to send Parent a proxy, in connection with the distribution. You do
not need to pay any consideration, exchange or surrender your existing shares of Parent common stock or
take any other action to receive your shares of FBTS common stock.
There is no current trading market for FBTS common stock and a trading market may never
develop or exist.
In reviewing this information statement, you should carefully consider the matters described under
the caption “Risk Factors” beginning on page 12.
Neither the U.S. Securities and Exchange Commission nor any state securities commission has
approved or disapproved these securities or determined if this information statement is truthful or
complete. Any representation to the contrary is a criminal offense.
This information statement does not constitute an offer to sell or the solicitation of an offer to buy any
securities.
The date of this information statement is June 5, 2019.
This information statement is first being mailed to
Parent stockholders on or about June 5, 2019.
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Presentation of Information
Except as otherwise indicated or unless the context otherwise requires, the information included
in this information statement about FBTS assumes the completion of all of the transactions referred to in
this information statement in connection with the distribution.
Unless the context otherwise requires, references in this information statement to the following
terms shall have the following respective meanings:
x

“FBTS,” “we,” “us,” “our,” “our company” and “the company” refer to First Bankers
Trust Services, Inc., an Illinois trust company, together with its subsidiaries, as the
context requires, in each case as they will exist, assuming the completion of all the
transactions referred to in this information statement in connection with the separation
and the distribution.

x

“Parent” refers to First Bankers Trustshares, Inc., a Delaware corporation, and its
consolidated subsidiaries;

x

“trust services business” refers to the business of FBTS, including trustee services for
employee benefit and personal trust accounts, custody services for individual retirement
and savings accounts, and farm services and management for land owners;

x

“First Bankers” refers collectively to Parent and the trust services business (conducted by
Parent prior to the formation of FBTS in 2004);

x

“Separation” refers to the separation of FBTS’s trust services business from Parent’s
other businesses and the creation, as a result of the distribution, of an independent
company, FBTS, that holds the trust services business, as further described in this
information statement; and

x

“Distribution” refers to the distribution by Parent to Parent stockholders of record as of
the record date of all of the outstanding shares of FBTS, as further described in this
information statement;

You should not assume that the information contained in this information statement is accurate as
of any date other than the date set forth on the cover. Changes to the information contained in this
information statement may occur after that date, and we undertake no obligation to update the information
except as required by applicable law.
Websites described in this information statement and the content therein or connected thereto
shall not be deemed incorporated into this information statement.
Trademarks, Trade Names and Service Marks
In the near future FBTS will change its legal name to TI-Trust, Inc. Pursuant to the terms of the
distribution agreement, FBTS is obligated to cease using any trademarks or service marks associated with
Parent as soon as reasonably practicable following the distribution, but in any event no later than six
months following the distribution; provided that for a period of twelve months following the distribution,
FBTS is allowed to refer to the trademarks, service marks and trade names that it previously used but only
in conjunction with the words “formerly known as” or some derivation thereof.
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Industry and Other Data
We obtained the industry and market data in this information statement from our own internal
estimates and, where noted in this information statement, from industry and general publications and
research, surveys, studies and trials conducted by third parties. While we believe that this third party data
is generally reliable, we have not independently verified industry and market data from third party
sources. In addition, while we believe our estimates are reliable, they have not been verified by any
independent source.
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QUESTIONS AND ANSWERS ABOUT THE DISTRIBUTION
What is FBTS and why is
Parent separating the FBTS
business and distributing
FBTS’s common stock?

FBTS, which is currently a wholly-owned subsidiary of Parent, was
formed in 2004 to hold Parent’s trust services business. The separation
of FBTS from Parent and the distribution of FBTS common stock are
intended to provide you with equity investments in two separate,
independent companies, each of which is able to focus on its respective
business strategies. Parent and FBTS believe the distribution will
enable each business to pursue focused growth and investment
strategies in its respective businesses resulting in the enhanced longterm performance of each business, as discussed in “The Distribution—
Overview” and “The Distribution—Reasons for the Distribution.”

Why am I receiving this
document?

Parent is delivering this information statement to you because you were
a holder of record of shares of Parent common stock on June 4, 2019
and are entitled to receive one share of FBTS common stock for every
one share of Parent common stock that you hold of record at the close
of business on June 17, 2019. This information statement will help you
understand how the distribution will affect your investment in Parent
and your investment in FBTS after the distribution.

How will the distribution of
FBTS from Parent work?

To accomplish the distribution, Parent will distribute all of the
outstanding shares of FBTS common stock to Parent stockholders on a
pro rata basis.

Why is the separation of
FBTS structured as a
distribution?

Parent believes that a tax-free distribution for U.S. federal income tax
purposes of shares of FBTS common stock to the Parent stockholders is
an efficient way to separate its trust services business from its core
banking business in a manner that will create long-term value for
Parent, FBTS and their respective stockholders. Parent’s obligation to
complete the distribution is conditioned on the receipt by Parent of an
opinion from tax counsel to Parent that the distribution of FBTS
common stock to Parent stockholders should be a tax-free distribution
for U.S. federal income tax purposes. This condition is waivable by
Parent in its sole discretion. For more information, see “The
Distribution—Conditions to the Distribution.”

What is the record date for the
distribution?

The record date for the distribution will be June 17, 2019.

When will the distribution
occur?

It is expected that all of the shares of FBTS common stock will be
distributed by Parent on July 1, 2019, to holders of record of Parent
common stock at the close of business on June 17, 2019. We refer to
the date on which shares of FBTS common stock are distributed as the
“distribution date.”

What do stockholders need to
do to participate in the
distribution?

Nothing. Stockholders of Parent as of the record date will not be
required to take any action to receive FBTS common stock, but are
urged to read this entire information statement carefully. No
stockholder approval of the distribution is required or sought.
Therefore, you are not being asked for a proxy to vote on the
distribution, and you are requested not to send us a proxy. You will
neither be required to pay anything for the shares of FBTS common
stock nor be required to surrender any shares of Parent common stock
to participate in the distribution. Please do not send in your Parent stock
certificates.
The distribution will not affect the number of outstanding shares of
Parent common stock or any rights of Parent stockholders, although it
may affect the market value of each outstanding share of Parent
common stock. See “Questions and Answers about the Distribution—
Will the distribution affect the market price of my Parent common
stock?” for more information.

How will Parent distribute
shares of FBTS common
stock?

Registered stockholders: If you are a registered stockholder (meaning
you hold physical Parent stock certificates or you own your shares of
Parent common stock directly through an account with Parent’s transfer
agent, American Stock Transfer and Trust Company, LLC (AST)), the
distribution agent will credit the number of whole shares of FBTS
common stock you receive in the distribution to your book-entry
account on or shortly after the distribution date.
“Street name” or beneficial stockholders: If you own your shares of
Parent common stock beneficially through a bank, broker or other
nominee, your bank, broker or other nominee will credit your account
with the number of whole shares of FBTS common stock you receive in
the distribution on or shortly after the distribution date. Please contact
your bank, broker or other nominee for further information about your
account.
We will not issue any physical stock certificates to any stockholders
receiving shares in the distribution, even if requested. See “The
Distribution—When and How You Will Receive the Distribution” for
more information.

How many shares of FBTS
common stock will I receive in
the distribution?

Parent will distribute to you one share of FBTS common stock for
every one share of Parent common stock you hold of record as of the
close of business on June 17, 2019, the record date. Based on
approximately 3,087,488 shares of Parent common stock outstanding as
of March 15, 2019, a total of approximately 3,087,488 shares of FBTS
common stock will be distributed. For more information, see “The
Distribution—The Number of Shares of FBTS Common Stock You
Will Receive.”
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Will FBTS issue fractional
shares in the distribution?

FBTS will not distribute fractional shares of its common stock in the
distribution. Because of the forward stock split taken by FBTS prior to
the distribution to provide for a “one-for-one” distribution, the
distribution will not require the use of any fractional shares. Parent will
not distribute any fractional shares of FBTS common stock. For more
information, see “The Distribution—The Number of Shares of FBTS
Common Stock You Will Receive.”

What are the conditions to the
distribution?

The distribution is subject to the satisfaction (or waiver by Parent in its
sole discretion) of a number of conditions, including, among others:
x

the receipt and continuing validity of an opinion from tax
counsel to Parent, substantially to the effect that, among other
things, the distribution of shares of FBTS common stock should
qualify under Section 355 of the Internal Revenue Code of 1986,
as amended (the “Code”), with the result that Parent and Parent’s
stockholders should not recognize any taxable income, gain or
loss for U.S. federal income tax purposes as a result of the
distribution;

x

the receipt and continuing validity of an opinion from an
independent appraisal firm to the Parent board of directors
confirming the solvency and financial viability of FBTS after the
distribution that is in form and substance acceptable to Parent in
its sole discretion;

x

FBTS having executed and delivered the transaction agreements
relating to the distribution;

x

no order, injunction or decree issued by any court of competent
jurisdiction or other legal restraint or prohibition preventing the
consummation of the distribution or any of the related
transactions being pending, threatened, issued or in effect;

x

the board of directors of Parent having declared the distribution
and having approved all related transactions (and such
declaration and approval not having been withdrawn);

x

no other event or development existing or having occurred that,
in the judgment of Parent’s board of directors, in its sole and
absolute judgement, makes it inadvisable to effect the
distribution and other related transactions.

Parent and FBTS cannot assure you that any or all of these conditions
will be met, and Parent may waive any of these conditions to the
distribution. In addition, Parent can determine, at any time, not to
proceed with the distribution. For more information, see “The
Distribution—Conditions to the Distribution.”
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What is the expected date of
completion of the
distribution?

The completion and timing of the distribution are dependent upon a
number of conditions. It is expected that the shares of FBTS common
stock will be distributed by Parent on July 1, 2019 to the holders of
record of shares of Parent common stock at the close of business on the
record date. However, no assurance can be provided as to the timing of
the distribution or that all conditions to the distribution will be met.

Can Parent decide to cancel
the distribution of FBTS
common stock even if all the
conditions have been met?

Yes, until the distribution has occurred, Parent has the right to terminate
the distribution, even if all of the conditions are satisfied. See “The
Distribution—Conditions to the Distribution” for more information.

What if I want to sell my
Parent common stock or my
FBTS common stock?

You should consult with your advisors, such as your broker or tax
advisor.

Where will I be able to trade
shares of FBTS common
stock?

Currently, there is no public market for FBTS common stock and an
active public market may never develop or exist.

What will happen to the
trading of shares of Parent
common stock?

Shares of Parent common stock will continue to trade on the OTC
Markets (OTCQB).

Will the number of shares of
Parent common stock that I
own change as a result of the
distribution?

No. The number of shares of Parent common stock that you own will
not change as a result of the distribution.

Will the distribution affect the
market price of my Parent
common stock?

Yes. As a result of the distribution, Parent expects the trading price of
shares of Parent common stock immediately following the distribution
to be lower than the trading price of such shares immediately prior to
the distribution because the trading price will no longer reflect the value
of the trust services business. Furthermore, as the market assesses
Parent following the distribution, the trading price of shares of Parent
common stock may fluctuate. There can be no assurance that, following
the distribution, the combined trading prices of Parent common stock
and FBTS common stock will equal or exceed what the trading price of
Parent common stock would have been in the absence of the
distribution, and it is possible the post-distribution combined equity
value of Parent and FBTS will be less than Parent’s equity value prior
to the distribution.

We cannot predict the trading prices for our common stock before, on
or after the distribution date.
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What are the U. S. federal
income tax consequences of
the distribution?

It is a condition to the distribution that Parent receive an opinion of tax
counsel to Parent to the effect that the distribution should qualify as a
transaction that is tax-free under Sections 355 of the Code. Except as
otherwise noted, it is expected that the distribution should qualify as a
transaction that is tax-free for U.S. federal income tax purposes to
Parent and the holders of Parent common stock. Assuming that the
distribution, so qualifies, for U.S. federal income tax purposes, no gain
or loss will be recognized by you and no amount will be included in
your income upon receipt of shares of FBTS common stock pursuant to
the distribution.
You should consult your own tax advisor as to the particular
consequences of the distribution to you, including the applicability and
effect of any U.S. federal, state and local tax laws, as well as non-U.S.
tax laws. For more information regarding the U.S. federal income tax
consequences of the distribution, see “Material U.S. Federal Income
Tax Consequences.”

How will I determine my tax
basis in the shares of FBTS
common stock I receive in the
distribution?

Assuming that the distribution is tax-free to Parent stockholders, your
aggregate basis in the common stock that you hold in Parent and the
new FBTS common stock received in the distribution will equal the
aggregate basis in the shares of Parent common stock held by you
immediately before the distribution, allocated between your shares of
Parent common stock and FBTS common stock you receive in the
distribution in proportion to their relative fair market values on the
distribution date. The fair market value of Parent’s common stock will
be determined based on the closing price of Parent’s common stock
following the distribution. We will provide further guidance on
determining the basis of FBTS common stock following the
distribution.
You should consult your own tax advisor as to the particular
consequences of the distribution to you, including the application of the
tax basis allocation rules and the application of state, local and non-U.S.
tax laws. For a more detailed description, see “Material U.S. Federal
Income Tax Consequences.”

What will FBTS’s
relationship be with Parent
following the distribution?

To effect the distribution and provide a framework for FBTS’s
relationship with Parent after the distribution, FBTS intends to enter into
a distribution agreement and certain other agreements with Parent,
including a tax matters agreement and a transition services agreement.
These agreements will provide for the separation between Parent and
FBTS of the assets, employees, liabilities and obligations (including
investments, property and employee benefits and tax-related assets and
liabilities) of Parent attributable to periods prior to, at and after the
distribution and will govern the relationship between Parent and FBTS
subsequent to the completion of the distribution. For additional
information regarding the distribution agreement and other transaction
agreements, see “Risk Factors—Risks Related to the Distribution” and
“Certain Relationships and Related Person Transactions—Agreements
with Parent.”
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Are there risks associated with
owning FBTS common stock?

Yes. Ownership of FBTS common stock is subject to both general and
specific risks related to FBTS’s business, the industry in which it
operates, its ongoing relationships with Parent and its status as a
separate and independent company. Ownership of FBTS common stock
is also subject to risks related to the distribution. These risks are
described in the “Risk Factors” section of this information statement
beginning on page 12. You are encouraged to read that section
carefully.

Does FBTS plan to pay
dividends?

FBTS does not expect to pay a regular cash dividend following the
distribution. The payment of any dividends in the future, and the timing
and amount thereof, is within the discretion of FBTS’s board of
directors. See “Dividend Policy.”

Who will be the distribution
agent, transfer agent and
registrar for the FBTS
common stock?

The distribution agent, transfer agent and registrar for FBTS common
stock will be American Stock Transfer and Trust Company, LLC
(AST). For registered holders with questions relating to the transfer or
mechanics of the stock distribution, you should contact: Brian Ippensen
at (217) 221-8060.

How can I contact Parent or
FBTS with any questions?

Before the distribution, if you have any questions relating to Parent or
FBTS’s business performance, you should contact:
First Bankers Trustshares, Inc.
Investor Relations Department
1201 Broadway
P.O. Box 3566
Quincy, IL 62305
Tel: (887) 228-8001
Email: investors@firstbankers.com
After the distribution, FBTS stockholders who have any questions
relating to FBTS’s business performance should contact FBTS at:
First Bankers Trust Services, Inc.
Investor Relations
2321 Kochs Lane
Quincy, IL 62305
Tel: (217) 228-8060
Email: brian.ippensen@fbtservices.com
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INFORMATION STATEMENT SUMMARY
The following is a summary of material information discussed in this information statement. This
summary may not contain all the details concerning the distribution or other information that may be
important to you. To better understand the distribution and FBTS’s business and financial position, you
should carefully review this entire information statement, including the risks discussed under “Risk
Factors.”
Except as otherwise indicated or unless the context otherwise requires, the information included
in this information statement assumes the completion of all of the transactions referred to in this
information statement in connection with the distribution. Some of the statements in this summary
constitute forward-looking statements. See “Cautionary Statement Concerning Forward-Looking
Statements.”
FBTS
From 1956 through 2004, Parent operated the trust services business directly. In 2004, the trust
services business was reorganized and assigned to FBTS, an Illinois chartered trust company formed in
2004 to provide a variety of fiduciary services to a diversified client base from a dedicated corporate
subsidiary. With offices located in Illinois, Missouri, Pennsylvania, Arizona and Georgia, FBTS serves
individual and corporate clients across the country. The core business of FBTS is providing trustee
services for employee benefit and personal trust accounts, custody services of individual retirement and
savings accounts and farm management services for land owners. Revenue is derived from primarily two
types of relationships with our clients; those clients with whom an on-going relationship exists and those
for which we provide services on a transactional basis.
FBTS conducts business through three business lines: employee benefits division (“EB
Division”), personal trust division (“PT Division”) and farm services division (“Farm Services
Division”). The EB Division is a national business which provides specialized fiduciary services for the
administration of employer securities held in qualified retirement plans including employee stock
ownership plans (“ESOP”), 401(k) and nonqualified plans. The PT Division primarily caters to clients in
the Midwest U.S. and offers a variety of services for personal trust matters as well as provides several
types of individual retirement accounts in both a managed and custodial capacity. The Farm Services
Division primarily caters to clients in Quincy, Illinois and the surrounding areas and provides a variety of
services from consulting to full farm management.
The total annual revenue for FBTS for the years ending December 31, 2018 and 2017 was $11.3
million and $11.0 million, respectively, with net recurring income accounting for $9.46 million and $8.87
million, respectively, and transactional income accounting for $1.55 million and $1.91 million,
respectively. For the years ending December 31, 2018 and 2017: the EB Division had a net recurring
income of $7.54 million and $7.01 million, respectively, and transactional income of $1.42 million and
$1.76 million, respectively; the PT Division had a net recurring income of $1.58 million and $1.52
million, respectively, and transactional income of $55,559 and $87,484, respectively; and the Farm
Services Divisions had a net recurring income of $344,554 and $339,253, respectively, and transactional
income of $78,650 and $67,300, respectively.
FBTS has managed to grow its business despite increasingly challenging market conditions and
has tangible growth prospects particularly with regards to growing market share from current levels of
3.1% as of year-end 2016. Despite challenging market conditions, FBTS has grown operating EBITDA at
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a 20% CAGR since 2013, illustrating the scalability of the business model.
Strengths
We believe we possess a number of competitive advantages that distinguish us from our
competitors, including:
x

a good reputation in the markets we serve and specifically with our referral sources
(attorneys, accountants, valuation advisory firms, third party administration firms, and
investment advisory firms);

x

substantial experience in the areas of retirement plan trust administration, investment
management, wealth planning, and finance;

x

extensive understanding in providing the types of fiduciary service required under the law
and demanded by our clients;

x

highly developed internal fiduciary professionals with deep technical experience; and

x

our experienced management team has a track record of leadership, performance and
execution in the trust services industry.

Strategies
FBTS’s corporate goal is to achieve consistent revenue from high quality clients while focusing
on controlling compliance and account administration exposure. We have focused on maintaining and
engaging high quality accounts for administration, producing consistent and recurring levels of fee
income from our existing services.
Existing clients may move all or a portion of their business to third parties, which requires the EB
Division of FBTS is to be vigilant on replacing lost revenue with new, ESOP transactional engagements.
To accomplish this task:
x

we develop ongoing relationships by attending and participating in industry
organizations, educating our referral sources and current clients, focusing on the requestfor-proposal (“RFP”) activity for successor opportunities, and highlighting our deep
administrative capabilities;

x

we charge appropriately for existing clients and transaction activities;

x

we seek to expand on service offerings in the area of investment management services,
fiduciary consulting engagements, and company stock in 401(k) plans; and

x

we reinforce leadership in the industry through speaking engagements at national and
regional conferences, participating in committees of the nationally recognized industry
organizations, and initiating direct engagement with senior leadership in companies with
similar industry initiatives;

x

we continue to develop our deep network of referral sources, including but not limited to
attorneys, accountants, valuation advisory firms, third party administration firms, and
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investment advisory firms; and
x

we leverage our substantial experience and nationwide salesforce team.

Risk Factors
An investment in FBTS common stock is subject to a number of risks, including risks related to
the distribution, risks related to our business, and risks related to our common stock. Please read the
information in the section captioned “Risk Factors” for a description of these risks.
The Distribution
On June 5, 2019, Parent announced its plans to separate and distribute to its stockholders, all of
the common stock of First Bankers Trust Services, Inc. As a result, FBTS will be independent and Parent
will focus on its traditional banking business. The distribution is intended to be tax-free for U.S. federal
income tax purposes, except as otherwise noted.
In furtherance of this plan, on June 5, 2019, Parent’s board of directors approved the distribution
of all of the issued and outstanding shares of FBTS common stock on the basis of one share of FBTS
common stock for every one share of Parent common stock issued and outstanding on June 17, 2019, the
record date for the distribution. As a result of the distribution, FBTS will become a separate and
independent company.
FBTS’s Post-Distribution Relationship with Parent
FBTS intends to enter into a distribution agreement with Parent, which is referred to in this
information statement as the “distribution agreement, and various other agreements with Parent, including
a tax matters agreement and a transition services agreement. These agreements will effectuate the
distribution and provide a framework for FBTS’s relationship with Parent after the distribution. For
additional information regarding the distribution agreement and the other related agreements, see “Risk
Factors—Risks Related to the Distribution” and “Certain Relationships and Related Person
Transactions—Agreements with Parent.”
Reasons for the Distribution
The Parent board of directors believes that distributing the trust services business to the Parent
stockholders is in the best interests of Parent and its stockholders for a number of reasons, including that:
x

the distribution will allow each business to pursue focused operational, commercial and
strategic priorities that address the distinct client and stakeholder dynamics of each
business;

x

the distribution will offer each business the ability to achieve operating efficiencies
through the allocation of resources to areas presenting high growth potential for its
respective business;

x

the distribution will give each business the opportunity and flexibility to pursue its own
investment, capital allocation and growth strategies consistent with its long-term
objectives and with a goal of enhancing value for clients and other key stakeholders;

x

the distribution will allow each business to more quickly respond to trends, developments
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and opportunities in its respective markets;
x

the distribution will allow investors to separately value each company based on its unique
investment identity, including the merits, performance and future prospects of its
business, providing investors with two distinct and targeted investment opportunities; and

x

the distribution will mitigate the litigation and reputational risks to Parent arising from
FBTS’s business activities.

The Parent board of directors considered a number of potentially negative factors in evaluating
the distribution, including risks relating to the creation of a standalone company and possible increased
overall costs as well as one-time distribution costs, but concluded that the potential benefits of the
distribution outweighed these factors. For more information, see “The Distribution—Reasons for the
Distribution” and “Risk Factors” included elsewhere in this information statement.
Corporate Information
First Bankers Trust Services, Inc. was incorporated in the State of Illinois on March 2, 2004 for
the purpose of holding Parent’s trust services business. FBTS’s principal executive offices will continue
to be located at 2321 Kochs Lane, Quincy, IL 62305. FBTS’s telephone number is (217) 228-8060. For
the time being, FBTS’s official website will continue to be www.fbtservices. In the near future, FBTS's
official website will change to www.ti-trust.com.
Reason for Furnishing this Information Statement
This information statement is being furnished solely to provide information to stockholders of
Parent who will receive shares of FBTS common stock in the distribution. It is not, and is not to be
construed as, an inducement or encouragement to buy or sell any of FBTS’s securities.
Summary Historical and Unaudited Compiled Financial Information
The following table sets forth summary historical financial information for the periods indicated
below. The summary balance sheet data as of December 31, 2018 and 2017 and the statements of income
for the years ended December 31, 2018 and 2017 have been compiled by RSM US LLP. The unaudited
compiled financial data of FBTS has been prepared on a basis consistent with the basis on which the
audited combined financial statements have been prepared historically for Parent. In the opinion of
FBTS’s management, the unaudited compiled financial data includes all adjustments, consisting only of
normal recurring adjustments, necessary for a fair statement of such data. The summary interim balance
sheet data as of March 31, 2019 and 2018 and the interim statements of income for the 3-month period
ended March 31, 2019 and 2018 have been prepared internally. The unaudited interim financial
information has been prepared on a basis consistent with the basis on which the unaudited compiled
financial statements have been prepared. In the opinion of FBTS’s management, the unaudited interim
financial statements include all adjustments, consisting only of normal recurring adjustments, necessary
for a fair statement of such data. These interim results are not necessarily indicative of results to be
expected for the full year.
FBTS did not operate as a standalone entity in the past and, accordingly, the summary financial
data presented herein is not necessarily indicative of FBTS’s future performance and does not reflect what
FBTS’s financial performance would have been had the company operated as an independent company
during the periods presented, and should not be relied upon as an indicator of our future results.
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The summary unaudited compiled financial information is for illustrative and informational
purposes only and does not purport to represent what the financial position or results of operations would
have been if FBTS had operated as an independent company during the periods presented, nor does it
project the financial position at any future date or the results of operations for any future period, and
should not be relied upon as an indicator of our future results. Please see the notes to the unaudited
compiled financial statements included elsewhere in this information statement for further information.
The summary financial information should be read in conjunction with the discussion in
“Capitalization,” “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” the unaudited compiled financial statements and corresponding notes, the audited combined
financial statements and corresponding notes and the unaudited interim financial statements included
elsewhere in this information statement.
Statement of Income
(In millions)
Total revenues
Net income
Balance Sheet
(In millions)

For the Years Ended December 31,
2018
2017
$11,315,742

$11,008,294

$3,268,237

$498,887

As of December 31,
2018

2017

$11,807,997

$10,242,592

Total liabilities

$3,694,783

$4,445,727

Total equity

$8,113,214

$5,796,865

$11,807,997

$10,242,892

Total assets

Total liabilities and equity
Note:

2018 net income includes $0.74 million in accrual reversals and reimbursements, resulting in lower total expenses
2017 net income includes $1.75 million legal settlement expense

Statement of Income
(In millions)

For the 3-Month Period Ended March 31,
2019
2018

Total revenues

$3,365,544

$2,861,363

Total expenses

$1,963,843

$1,880,084

Net income

$1,004,001

$703,579

Balance Sheet
(In millions)

As of March 31,
2019

2018

$12,727,113

$11,387,106

Total liabilities

$4,545,719

$4,946,476

Total equity

$8,181,394

$6,440,630

$12,727,113

$11,387,106

Total assets

Total liabilities and equity
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RISK FACTORS
You should carefully consider the following risks and other information in this information
statement in evaluating FBTS and FBTS’s common stock. Any of the following risks could materially and
adversely affect our results of operations or financial condition and could adversely impact, or result in
volatility to, our stock price following the distribution. The risk factors generally have been separated
into three groups: risks related to the distribution, risks related to our business, and risks related to our
common stock. Some statements in this prospectus, including statements in the following risk factors
section, constitute forward-looking statements. Please refer to “Cautionary Note Regarding ForwardLooking Statements.”
Risks Related to the Distribution
We may not achieve some or all of the expected benefits of the distribution, and the distribution could
harm our business, results of operations and financial condition.
We may not be able to achieve some or all of the anticipated strategic, financial, operational,
marketing or other benefits expected to result from the distribution, or such benefits may be delayed or
not occur at all. For example, in order to position ourselves for the distribution, we are undertaking
strategic, structural and process realignment actions within our operations. These actions may not provide
the benefits we currently expect and could lead to disruption of our operations, loss of, or inability to
recruit, key personnel needed to operate and grow our businesses following the distribution, weakening of
our internal standards, controls or procedures and impairment of our key customer and supplier
relationships. In addition, completion of the distribution will require significant amounts of
management’s time and effort, which may divert management’s attention from operating and growing our
businesses.
We may be unable to make, on a timely or cost-effective basis, the changes necessary to operate as an
independent company, and we will be reliant on Parent for the provision of certain services for a
period of time.
We have historically operated as part of Parent’s corporate organization, and Parent has assisted
us by providing various corporate and other business functions. Following the distribution, Parent will
have no obligation to provide us with assistance other than providing certain services pursuant to
agreements described under “Certain Relationships and Related Person Transactions—Agreements with
Parent.” If Parent is unable or unwilling to satisfy its obligations under these agreements, we could incur
operational difficulties or losses that could have a material and adverse effect on our business, operating
results and financial condition.
The services to be provided by Parent do not include every service or all of the information and
technology systems that we have received from Parent in the past, and Parent is only obligated to provide
these services for limited periods of time from the distribution date. Accordingly, following the
distribution, we will need to provide internally or obtain from unaffiliated third parties the systems and
services we currently receive from Parent.
If we do not have in place our own systems and services, including technology systems and
services, or if we do not have agreements with other providers of these services in a timely manner or on
terms and conditions as favorable as those we receive from Parent, we may not be able to operate our
business effectively and our profitability may decline. Furthermore, if we fail to obtain the quality of
services necessary to operate effectively or incur greater costs in obtaining these services, our
profitability, operating results and financial condition may be materially and adversely affected.
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We have no history of operating as a fully independent company and we expect to incur increased
administrative and other costs following the distribution by virtue of our status as an independent
company. Our historical financial information is not necessarily representative of the results that we
would have achieved as a separate company and should not be relied upon as an indicator of our
future results.
Our historical information provided in this information statement refers to our business as
operated by and integrated with Parent. Our historical financial information included in this information
statement is derived from the consolidated financial statements and accounting records of Parent.
Accordingly, the historical financial information included in this information statement may not reflect
the operating results, financial condition or cash flows that we would have achieved as a separate
company during the periods presented or what we will achieve in the future primarily as a result of the
following factors, among others:
Prior to the distribution, our business has been operated as a wholly-owned subsidiary of Parent
and as a separate and distinct line of business, rather than as an independent company. Parent performed
various corporate functions for us, including finance, human resources, tax planning, internal audit,
information technology, shared services, insurance, employee benefits and facilities management and
share-based compensation. Our historical financial results reflect allocations of corporate expenses from
Parent for such functions, which are likely to be less than the expenses we would have incurred had we
operated as a separate company. Following the distribution, our costs related to such functions previously
provided by Parent may increase.
Historically, we have shared economies of scope and scale in costs, employees, vendor
relationships and customer relationships. Although we will enter into certain agreements with Parent in
connection with the distribution, these arrangements may not fully capture the benefits that we have
enjoyed as a result of being integrated with Parent and may result in us incurring higher costs than in the
past.
We may lose certain synergies and benefits we enjoyed as a result of being a part of Parent. As a
part of Parent, we benefited from, among other things, access to capital to fund investments. In addition,
being a part of Parent enabled us to leverage Parent’s technological capabilities, data and commerce
platforms.
Following the completion of the distribution, we may need to obtain additional financing from
banks, through public offerings or private placements of debt or equity securities, or through strategic
relationships or other arrangements, which may or may not be available.
We will enter into transactions with Parent that did not exist prior to the distribution. See “Certain
Relationships and Related Person Transactions—Agreements with Parent” for information regarding
these transactions.
Other significant changes may occur in our cost structure, management, financing and business
operations as a result of operating as a company separate from Parent. For additional information about
the past financial performance of our business and the basis of preparation of the historical unaudited
compiled financial statements of our business, see “Unaudited Compiled Financial Statements,” “Selected
Historical Financial Data,” “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and our financial statements and accompanying notes included elsewhere in this
information statement.
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The distribution may adversely impact our ability to attract and retain key personnel, which could
materially harm our business.
Our success depends in large part upon the leadership and performance of our management team
and other key employees. Operating as an independent company will demand a significant amount of time
and effort from our management and other employees and may give rise to increased employee turnover.
If we lose the services of members of our management team or other key employees, we may not be able
to successfully manage our business or achieve our business objectives.
Following the distribution, we will need to continue to attract and retain qualified key personnel
in a highly competitive environment. Our ability to attract, recruit and retain such talent will depend on a
number of factors, including the hiring practices of our competitors, our compensation and benefits, work
location and work environment and economic conditions affecting our industry generally. If we cannot
effectively hire and retain qualified employees, our business, results of operations and prospects could
suffer.
The distribution may result in disruptions to, and negatively impact our relationships with, our
customers and other business partners.
Uncertainty related to the distribution may lead customers and other parties with which we
currently do business or may do business in the future to terminate or attempt to negotiate changes in our
existing business relationships, or cause them to delay entering into business relationships with us or
consider entering into business relationships with parties other than us. These disruptions could have a
material and adverse effect on our business, operating results, financial condition and prospects. The
effect of such disruptions could be exacerbated by any delays in the completion of the distribution. The
attrition of customers and the associated loss of revenue from these customers might be significantly
higher than historical attrition which would negatively impact our business.
If the distribution, together with certain related transactions, does
tax-free for U.S. federal income tax purposes, Parent and its
significant U.S. federal income tax liabilities, and we could be
material U.S. federal income taxes pursuant to indemnification
agreement.

not qualify as a transaction that is
stockholders could be subject to
required to indemnify Parent for
obligations under the tax matters

A condition to the distribution is the receipt by Parent of an opinion from Parent’s tax counsel
regarding the qualification of the distribution as a transaction that should qualify under Section 355 of the
Code. Except as otherwise noted, it is expected that the distribution should qualify as a transaction that is
tax-free for U.S. federal income tax purposes to Parent and the holders of Parent common stock. The
opinion will be based on and rely on, among other things, certain facts and assumptions, as well as certain
representations, statements and undertakings of us and Parent, including those relating to the past and
future conduct of us and Parent. If any of these facts, assumptions, representations, statements or
undertakings are, or become, inaccurate or incomplete, or if we or Parent breach any of our respective
covenants in the distribution documents, the opinion of counsel may be invalid and the conclusions
reached therein could be jeopardized.
Notwithstanding the opinion of counsel, the Internal Revenue Service (the “IRS”) could
determine on audit that the distribution is taxable for U.S. federal income tax purposes if it determines
that any of these facts, assumptions, representations, statements or undertakings are incorrect or have
been violated or if it disagrees with the conclusions in the opinion of counsel. An opinion of counsel is
not binding on the IRS or any court, and there can be no assurance that the IRS will not challenge the
conclusions reached in the opinion. The IRS will not provide a ruling that our proposed transaction will
be tax-free.
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If the distribution, together with certain related transactions, is ultimately determined to be
taxable, Parent and its stockholders that are subject to U.S. federal income tax could incur significant tax
liabilities. If the distribution fails to qualify for tax-free treatment, Parent would, for U.S. federal income
tax purposes, recognize corporate level taxable gain and be treated as if it had sold our common stock in a
taxable sale for its fair market value, and those Parent stockholders who are subject to U.S. federal
income tax would be treated as receiving a taxable distribution in an amount equal to the fair market value
of our common stock received in the distribution. The distribution would be taxable to such stockholder
as a dividend to the extent of Parent’s current and accumulated earnings and profits, which would include
any earnings and profits attributable to the gain recognized by Parent on the taxable distribution. Any
amount that exceeded Parent’s earnings and profits would be treated first as a non-taxable return of
capital to the extent of such stockholder’s tax basis in its shares of Parent stock with any remaining
amount being taxed as a gain on the Parent stock.
Under the tax matters agreement to be entered into between us and Parent, we would potentially be
required to indemnify Parent against taxes incurred by Parent that arise as a result of our taking or failing
to take, as the case may be, certain actions that result in the distribution failing to meet the requirements
of a tax-free distribution under Section 355 of the Code. If we are required to indemnify Parent under the
circumstances set forth in the tax matters agreement, we may be subject to substantial liabilities, which
could materially adversely affect our financial condition.
For more information, please refer to “Certain Relationships and Related Person Transactions—
Agreements with Parent—Tax Matters Agreement.”
We will be subject to numerous restrictions to preserve the tax-free treatment of the transactions in the
United States, which may reduce our strategic and operating flexibility.
Our ability to engage in significant equity transactions could be limited or restricted after the
distribution in order to preserve, for U.S. federal income tax purposes, the tax-free nature of the
distribution by Parent. Even if the distribution otherwise qualifies for tax-free treatment, the distribution
may result in corporate-level taxable gain to Parent under Section 355(e) of the Code if either we or
Parent undergoes a fifty percent (50%) or greater ownership change as part of a plan or series of related
transactions that includes the distribution. The process for determining whether one or more acquisitions
or issuances triggering these provisions has occurred is complex, inherently factual and subject to
interpretation of the facts and circumstances of a particular case. Any acquisitions or issuances of our
stock or Parent’s stock within a two-year period after the distribution generally are presumed to be part of
such a plan, although we or Parent, as applicable, may be able to rebut that presumption. Accordingly,
under the tax matters agreement that we intend to enter into with Parent, for the two-year period following
the distribution, Parent and FBTS will be prohibited, except in certain circumstances, from:
x

entering into any transactions resulting in the acquisition of 40% or more of our stock or
substantially all of our assets, whether by merger or otherwise;

x

merging, consolidating or liquidating;

x

undertake or permit any transaction relating to Parent or FBTS stock, including issuances,
redemptions or repurchases beyond certain thresholds; or

x

ceasing to actively conduct our business.
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These restrictions may limit our ability to pursue certain strategic transactions or other
transactions that we may believe to otherwise be in the best interests of our shareholders or that might
increase the value of our business. In addition, under the tax matters agreement, we will be required to
indemnify Parent against any such tax liabilities as a result of the acquisition of our stock or assets, even
if we do not participate in or otherwise facilitate the acquisition. For a more detailed description, see
“Certain Relationships and Related Person Transactions—Agreements with Parent —Tax Matters
Agreement.”
Our agreements with Parent may not reflect terms that would have resulted from negotiations with
unaffiliated third parties.
The agreements related to the distribution, including, among others, the distribution agreement,
the tax matters agreement and the transition services agreement, will have been entered into in the context
of the distribution while we are still controlled by Parent. Until the distribution occurs, Parent will
effectively have the sole and absolute discretion to determine and change the terms of the distribution,
including the terms of any agreements between Parent and us and the establishment of the record date and
distribution date. As a result, any changes could be unfavorable to us and may not reflect terms that would
have resulted from negotiations between unaffiliated third parties. In addition, Parent may decide at any
time not to proceed with all or any part of the distribution. For a more detailed description, see “Certain
Relationships and Related Person Transactions—Agreements with Parent.”
We will be subject to continuing contingent tax related liabilities of Parent following the distribution.
After the distribution, there will be several significant areas where the liabilities of Parent may
become our obligations. For example, under the Code and the related rules and regulations, each
corporation that was a member of Parent’s consolidated tax reporting group during any taxable period or
portion of any taxable period is jointly and severally liable for the U.S. federal income tax liability of the
entire consolidated tax reporting group for such taxable period. We intend to enter into a tax matters
agreement with Parent that will allocate the responsibility for prior period taxes of Parent’s consolidated
tax reporting group between us and Parent. If Parent were unable to pay any prior period taxes for which
it is responsible, however, under applicable law we could be required to pay the entire amount of such
taxes, and such amounts could be significant. Other provisions of federal, state, local or foreign law may
establish similar liability for other matters, including laws governing tax-qualified pension plans, as well
as other contingent liabilities. For a more detailed description, see “Certain Relationships and Related
Person Transactions—Agreements with Parent —Tax Matters Agreement.”
In connection with the distribution, we will assume and agree to indemnify Parent for certain
liabilities. If we are required to make payment pursuant to these indemnities to Parent, we may need to
divert cash to meet those obligations and our financial results could be negatively impacted.
Pursuant to the distribution agreement and certain other agreements we intend to enter into with
Parent, we will assume and agree to indemnify Parent for certain liabilities for uncapped amounts, which
may include, among other items, associated defense costs, settlement amounts and judgments, as
discussed further in “Certain Relationships and Related Person Transactions—Agreements with Parent”
and “Index to Financial Statements—Unaudited Compiled Financial Statements—Notes to Compiled
Financial Statements.” Payments pursuant to these indemnities may be significant and could negatively
impact our business, particularly indemnities relating to our actions that could impact the tax-free nature
of the distribution and certain related transactions. Third parties could also seek to hold us responsible for
any of the liabilities of the Parent’s banking business. Parent will agree to indemnify us for liabilities of
the Parent’s banking business, but such indemnity from Parent may not be sufficient to protect us against
the full amount of such liabilities, and Parent may not fully satisfy its indemnification obligations.
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Moreover, even if we ultimately succeed in recovering from Parent any amounts for which we are held
liable, we may be temporarily required to bear these losses ourselves. Each of these risks could negatively
affect our business, operating results, financial condition and cash flows.
The combined post-distribution value of Parent and our common stock may not equal or exceed the
pre-distribution value of Parent common stock.
As a result of the distribution, Parent expects the trading price of Parent common stock
immediately following the distribution to be lower than the “regular way” trading price of such common
stock immediately prior to the distribution because the trading price will no longer reflect the value of our
business held by Parent. The aggregate market value of Parent common stock and our common stock
following the distribution may be higher or lower than the market value of Parent common stock
immediately prior to the distribution.
We are changing our brand from “First Bankers Trust Services” to “TI-Trust” to distinguish our
business from Parent’s business, which may adversely impact our relationships with customers and
referral sources.
We believe our association with Parent has provided us with greater name recognition and that
Parent’s reputation and financial strength have benefited us historically. The use of our new brand will
result in additional costs and may result in potential loss of customer recognition and business. We are
redesigning our internet webpage, email addresses and social media channels as part of our transition to a
new name, which could cause some customer confusion even when customers are redirected
automatically to new websites and email addresses.
No vote of Parent stockholders is required in connection with this distribution. As a result, if the
distribution occurs and you do not want to receive our common stock in the distribution, your sole
recourse will be to divest yourself of your Parent common stock prior to the record date.
No vote of the Parent stockholders is required in connection with the distribution. Accordingly, if
the distribution occurs and you do not want to receive our common stock in the distribution, your only
recourse will be to divest yourself of your Parent common stock prior to the record date for the
distribution.
Risks Related to Our Business
We are subject to possible claims and litigation pertaining to fiduciary responsibility.
From time to time, clients or federal or state regulatory agencies could make claims and take legal
action pertaining to our performance of our fiduciary responsibilities. Whether client claims and legal
action related to our performance of our fiduciary responsibilities are founded or unfounded, if such
claims and legal actions are not resolved in a manner favorable to us, they may result in significant
financial liability and/or adversely affect our market perception of our services as well as impact client
demand for those services. Any financial liability or reputational damage could have a material adverse
effect on our business, which, in turn, could have a material adverse effect on our financial condition and
results of operations. Moreover, it is inherently difficult to assess the outcome of these matters, and we
may not prevail in proceedings or litigation. Similarly, if we settle such legal proceedings, it may affect
our financial condition and how we operate our business. Our insurance may not cover all claims that may
be asserted against us and indemnification rights to which we are entitled may not be honored, and any
claims asserted against us, regardless of merit or eventual outcome, may harm our reputation. Should the
ultimate judgments or settlements in any litigation or investigation significantly exceed our insurance
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coverage, they could have a material adverse effect on our business, financial condition and results of
operations. In addition, premiums for insurance covering the financial services industry may rise. We may
not be able to obtain appropriate types or levels of insurance in the future, nor may we be able to obtain
adequate replacement policies with acceptable terms or at historic rates, if at all. Moreover, further court
decisions, alternative dispute resolution awards, matters arising due to business expansion, or legislative
activity may increase our exposure to litigation and regulatory investigations.
Our fiduciary services business is subject to reputational risk.
Our fiduciary services business derives the majority of its revenue from fee income. Success in
this business is highly dependent on reputation. Our ability to attract fiduciary services management
clients is highly dependent upon external perceptions of this business’ level of service, trustworthiness,
business practices and financial condition. Negative perceptions or publicity regarding these matters
could damage the business’ and our reputation among existing clients, which could make it difficult for
our business to attract new clients and maintain existing ones. Adverse developments with respect to the
fiduciary services industry or our operation may also negatively impact our reputation, or result in greater
regulatory or legislative scrutiny or litigation against us. Although we monitor developments for areas of
potential risk to the lines of business and our reputation and brand, negative perceptions or publicity could
materially and adversely impact both our revenue and net income.
Employee benefit trust services involve a substantial degree of risk for participants and administrators.
The employee benefit services we provide, including services for ESOPs, such as the valuation of
underlying enterprises, are complex, difficult and often scrutinized by equity holders and government
agencies. The federal laws and regulations relating to employee benefit plans can be vague and are
subject to interpretation – they may also change at any time. Our services relating to ESOPs, including the
valuation of underlying enterprises, carry inherent risk and may subject us to significant liabilities,
including fines and penalties from regulators.
Personal Trust and Farm Management involve a substantial degree of risk for administrators.
Similar to the services we provide for employee benefits, the services we provide through our PT
Division and Farm Services Division are often scrutinized by clients and government agencies. Each of
these services carries inherent risk and may subject us to significant liabilities, including fines and
penalties from regulators.
We continue to experience pricing pressures in areas of our business which may impair our future
revenue and profitability.
We continue to experience pricing pressures on fiduciary services business, which has seen new
entrants compete for clients on the basis of price. We believe that price competition and pricing pressures
in these and other areas will continue as customers continue to reduce the amounts they are willing to pay,
including by reducing the number of firms they use, and some of our competitors seek to obtain market
share by reducing fees.
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If we are unable to sell additional services to existing clients or attract new clients in a manner that is
cost-effective and assures client success, we will not be able to grow our business, which could
adversely affect our results of operations and financial condition.
In order to grow our business, we must continue to attract new clients in a cost-effective manner
and enable these clients to realize the benefits associated with our services. If we are unable to entice
existing clients to expand their use of our services, we may see an increase in our client acquisition costs
which could have a material adverse effect on our business, results of operations and financial condition.
We may not be able to implement aspects of our business strategy, which may adversely affect our
ability to maintain our historical earnings trends.
We may not be able to successfully implement our business plan as a stand-alone company. A
downturn in regional or national economic market conditions, a failure to attract and retain high
performing personnel, and heightened competition from other fiduciary services providers, among other
factors, could limit our ability to grow as rapidly as we have in the past and as such may have a negative
effect on our business, financial condition and results of operations. In addition, risks associated with
failing to maintain effective financial and operational controls as we grow, such as complying with
regulatory requirements, including reduced earnings and potential regulatory fines and penalties and
restrictions on growth, all could have a negative effect on our business, financial condition and results of
operations.
New lines of business or new services may subject us to additional risks.
From time to time, we may implement or may acquire new lines of business or offer new services
within existing lines of business. There are substantial risks and uncertainties associated with these
efforts, particularly in instances where the markets are not fully developed. In developing and marketing
new lines of business and new services, we may invest significant time and resources. We may not
achieve target timetables for the introduction and development of new lines of business and new services
and price and profitability targets may not prove feasible. External factors, such as regulatory compliance
obligations, competitive alternatives, and shifting market preferences, may also impact the successful
implementation of a new line of business or a new service. Furthermore, any new line of business and/or
new service could have a significant impact on the effectiveness of our system of internal controls.
Failure to successfully manage these risks in the development and implementation of new lines of
business or new services could have a material adverse effect on our business, results of operations and
financial condition.
Growth of our business could result in increased costs.
Our overall profitability would be negatively affected if investments and expenses associated with
the growth of our business are not matched or exceeded by the revenue that is derived from such growth.
Further, expanding into new lines of business involve recruiting and hiring the necessary personnel. Such
personnel may be employed by competitors, and the retention of such individuals may require us to enter
into guaranteed compensation contracts for a period following commencement of employment. The
compensation terms provided for in such contracts may be fixed in whole or in part. Any guaranteed
compensation expenses that cannot be adjusted based on the success or profitability of the business could
reduce our operating margins. Expansion also creates a need for additional compliance, documentation,
risk management and internal control procedures, and often involves the hiring of additional personnel to
monitor such matters. To the extent such responses are not adequate to appropriately monitor any new or
expanded business, we could be exposed to a material loss or regulatory sanction.
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We depend on key personnel, and may have difficulty identifying, attracting and retaining necessary
personnel, to execute our business strategy and successfully expand our operations.
We derive a substantial portion of our revenue from the efforts of our fiduciary services
professionals. Therefore, our future success depends, in large part, on our ability to attract, recruit, and
retain qualified fiduciary services professionals. Demand for these professionals is high and their
qualifications make them particularly mobile. These circumstances have led to escalating compensation
packages in the industry. Up-front payments, increased payouts, and guaranteed contracts have made
recruiting these professionals more difficult and can lead to departures by current professionals. From
time to time we have experienced, and we may in the future experience, losses of such professionals.
Departures can also cause client defections due to close relationships between clients and the
professionals. If we are unable to retain our key employees or attract, recruit, integrate, or retain other
skilled professionals in the future, our business could suffer.
We may elect or be compelled to seek additional capital, but that capital may not be available or it may
be dilutive.
Our ability to raise capital in the future, if needed, will depend on conditions in the capital
markets, which are outside our control, and on our financial performance. Accordingly, we cannot be
assured of our ability to raise capital when needed, on favorable terms or at all. These outcomes could
negatively impact our ability to operate or further expand our operations through acquisitions or otherwise
and may result in increases in operating expenses and reductions in revenues that could have a material
adverse effect on our financial condition and results of operations. In addition, in order to raise additional
capital, we may need to issue shares of our common stock that would dilute the book value of our
common stock and reduce our shareholders’ percentage ownership interest to the extent they do not
participate in future offerings.
We face competition that could hurt our business.
We conduct our business operations in markets where the fiduciary services business is highly
competitive and is dominated by larger firms with operations and offices covering wide geographic areas.
We also compete with other financial service businesses, including investment advisory and wealth
management firms, mutual fund companies, financial technology companies, and securities brokerage and
investment banking firms that offer competitive fiduciary services as well as products and services that
we do not offer. Banks and many of those other larger financial service organizations have greater
financial and marketing resources than we do that enable them to conduct extensive advertising
campaigns and to shift resources to regions or activities of greater potential profitability. If we are unable
to compete effectively with those banking or other financial services businesses, we could find it more
difficult to attract new and retain existing clients and our fee revenues could decline, which could
materially adversely affect our business, results of operations and prospects, and could cause us to incur
losses in the future.
We continually encounter technological change, and we may have fewer resources than many of our
competitors to invest in technological improvements.
The financial services industry is undergoing rapid technological changes with frequent
introductions of new technology-driven products and services. The effective use of technology increases
efficiency and enables financial institutions to better serve clients and to reduce costs. Our future success
will depend, in part, upon our ability to address the needs of our clients by using technology to provide
services that will satisfy client demands for convenience, as well as to create additional efficiencies in our
operations. Many national vendors provide turn-key services that allow smaller trust companies to
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compete with institutions that have substantially greater resources to invest in technological
improvements. However, these technology services many not be as sophisticated or adoptable as some of
our larger competitors and we may be subject to long-term contracts that impede our ability to change
vendors to adapt to a changing technology marketplace. Thus, we may not be able to effectively
implement new technology-driven products and services or be successful in marketing these products and
services to our clients.
The occurrence of fraudulent activity, breaches of our information security, and cybersecurity attacks
could adversely affect our ability to conduct our business, manage our exposure to risk or expand our
businesses, result in the disclosure or misuse of confidential or proprietary information, increase our
costs to maintain and update our operational and security systems and infrastructure, and adversely
impact our results of operations and financial condition, as well as cause legal or reputational harm.
We are susceptible to fraudulent activity, information security breaches and cybersecurity-related
incidents that may be committed against us, our clients, or third parties with whom we interact and that
may result in financial losses or increased costs to us or our clients, disclosure or misuse of confidential
information belonging to us or personal or confidential information belonging to our clients,
misappropriation of assets, litigation, or damage to our reputation.
Our business is highly dependent on the security and efficacy of our infrastructure, computer and
data management systems, as well as those of third parties with whom we interact or on whom we rely.
Our business relies on the secure processing, transmission, storage and retrieval of confidential,
proprietary and other information in our computer and data management systems and networks, and in the
computer and data management systems and networks of third parties. In addition, to access our network
and services, our clients and other third parties may use personal mobile devices or computing devices
that are outside of our network environment and are subject to their own cybersecurity risks. All of these
factors increase our risks related to cyber-threats and electronic disruptions.
Risks related to fraudulent activity, information security breaches and cybersecurity-related
incidents have become a material risk in the financial services industry. These threats may include
fraudulent or unauthorized access to data processing or data storage systems used by us or by our clients,
electronic identity theft, “phishing,” account takeover, denial or degradation of service attacks, and
malware or other cyber-attacks.
In recent periods, several governmental agencies and large corporations, including financial
service organizations and retail companies, have suffered major data breaches, in some cases exposing not
only their confidential and proprietary corporate information, but also sensitive financial and other
personal information of their clients and their employees or other third parties, and subjecting those
agencies and corporations to potential fraudulent activity and their clients, employees and other third
parties to identity theft and fraudulent activity in their credit card and banking accounts. Therefore,
security breaches and cyber-attacks can cause significant increases in operating costs, including the costs
of compensating clients for any resulting losses they may incur and the costs and capital expenditures
required to correct the deficiencies in and strengthen the security of data processing and storage systems.
Unfortunately, it is not always possible to anticipate, detect, or recognize these threats to our
systems, or to implement effective preventative measures against all breaches, whether those breaches are
malicious or accidental.
Although to date we have not experienced any losses or other material consequences relating to
technology failure, cyber-attacks or other information, we may suffer such losses or other consequences
in the future. While we invest in systems and processes that are designed to detect and prevent security
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breaches and cyber-attacks and we conduct periodic tests of our security systems and processes, we may
not succeed in anticipating or adequately protecting against or preventing all security breaches and cyberattacks from occurring. Even the most advanced internal control environment may be vulnerable to
compromise. Targeted social engineering attacks are becoming more sophisticated and are extremely
difficult to prevent. Additionally, the existence of cyber-attacks or security breaches at third parties with
access to our data, such as vendors, may not be disclosed to us in a timely manner. While we have
insurance against losses related to cyber attacks, we may not be able to insure against losses related to
cyber-threats in the future and our insurance may not insure against all possible losses. As cyber-threats
continue to evolve, we may be required to expend significant additional resources to continue to modify
or enhance our protective measures or to investigate and remediate any information security
vulnerabilities or incidents.
As is the case with non-electronic fraudulent activity, cyber-attacks or other information or
security breaches, whether directed at us or third parties, may result in a material loss or have material
consequences. Furthermore, the public perception that a cyber-attack on our systems has been successful,
whether or not this perception is correct, may damage our reputation with clients and third parties with
whom we do business. A successful penetration or circumvention of system security could cause us
negative consequences, including loss of clients and business opportunities, disruption to our operations
and business, misappropriation or destruction of our confidential information and/or that of our clients, or
damage to our clients’ and/or third parties’ computers or systems, and could expose us to additional
regulatory scrutiny and result in a violation of applicable privacy laws and other laws, litigation exposure,
regulatory fines, penalties or intervention, loss of confidence in our security measures, reputational
damage, reimbursement or other compensatory costs, additional compliance costs, and could adversely
impact our results of operations, liquidity and financial condition.
We rely on client and counterparty information, which subjects us to risks if that information is not
accurate or is incomplete.
When deciding whether to provide services to clients or interact with counterparties, we may rely
on information provided by or on behalf of those clients and counterparties, including audited financial
statements and other financial information. We may also rely on representations made by clients and
counterparties that the information they provide is accurate and complete. We conduct appropriate due
diligence on such client information and, where practical and economical, we engage valuation and other
experts or sources of information to assist with assessing values and risks. Our financial results could be
adversely affected if the financial statements or other financial information provided by clients or
counterparties are incorrect.
We are subject to extensive government regulation and supervision, which could constrain our growth
and profitability.
We are is subject to extensive state regulation and supervision, including regulation and
supervision by the State of Illinois’ Division of Banking within the Department of Financial and
Professional Regulation.
In addition, new proposals for legislation continue to be introduced in the U.S. Congress that
could further substantially increase regulation of the financial services industry, impose restrictions on the
operations and general ability of firms within the industry to conduct business consistent with historical
practices, including in the areas of compensation, interest rates, financial product offerings and
disclosures, among other things. Federal and state regulatory agencies also frequently adopt changes to
their regulations or change the manner in which existing regulations are applied.
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Certain aspects of current or proposed regulatory or legislative changes, including laws applicable
to the financial industry and federal and state taxation, if enacted or adopted, may impact the profitability
of our business activities, require more oversight or change certain of our business practices, including the
ability to offer new services, and could expose us to additional costs, including increased compliance
costs. These changes also may require us to invest significant management attention and resources to
make any necessary changes to operations to comply, and could have a material adverse effect on our
business, financial condition and results of operations. In addition, any proposed legislative or regulatory
changes, including those that could benefit our business, financial condition and results of operations,
may not occur on the timeframe that is proposed, or at all, which could result in additional uncertainty for
our business.
The trust services fees we receive may decrease as a result of poor investment performance, in either
relative or absolute terms, which could decrease our revenues and net earnings.
We derive our revenues primarily from fees based on assets under management. Our ability to
maintain or increase assets under management is subject to a number of factors, including investors’
perception of our past performance, in either relative or absolute terms, market and economic conditions,
including changes in commodity prices, and competition from investment management companies.
Financial markets are affected by many factors, all of which are beyond our control, including general
economic conditions, including changes in commodity prices; securities market conditions; the level and
volatility of interest rates and equity prices; competitive conditions; liquidity of global markets;
international and regional political conditions; regulatory and legislative developments; monetary and
fiscal policy; investor sentiment; availability and cost of capital; technological changes and events;
outcome of legal proceedings; changes in currency values; inflation; credit ratings; and the size, volume
and timing of transactions. A decline in the fair value of the assets under management, caused by a
decline in general economic conditions, would decrease our fee income.
Investment performance is one of the most important factors in retaining existing clients and
competing for new clients. Poor investment performance could reduce our revenues and impair our
growth in the following ways:
x

existing clients may withdraw funds from our business in favor of better performing
products;

x

asset-based management fees could decline from a decrease in assets under management;

x

our ability to attract funds from existing and new clients might diminish; and

x

our key employees may depart, to join a competitor or otherwise.

Even when market conditions are generally favorable, our performance may be adversely affected
by the investment style of our wealth management and investment advisors and the particular investments
that they make. To the extent our future investment performance is perceived to be poor in either relative
or absolute terms, the revenues and profitability of our business will likely be reduced and our ability to
attract new clients will likely be impaired. As such, fluctuations in the equity and debt markets can have a
direct impact upon our net earnings.
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Certain of our investment advisory and wealth management contracts are subject to termination on
short notice, and termination of a significant number of investment advisory contracts could have a
material adverse impact on our revenue.
Certain of our investment advisory and wealth management clients can terminate, with little or no
notice, their relationships with us, reduce their aggregate assets under management, or shift their funds to
other types of accounts with different rate structures for any number of reasons, including investment
performance, changes in prevailing interest rates, inflation, changes in investment preferences of clients,
changes in our reputation in the marketplace, change in management or control of clients, loss of key
investment management personnel and financial market performance. We cannot be certain that we will
be able to retain all of our clients. If our clients terminate their investment advisory and wealth
management contracts, we could lose a substantial portion of our revenues.
Risks Related to an Investment in our Common Stock
There is currently no regular market for our common stock. An active, liquid market for our common
stock may not develop or be sustained upon completion of this offering, which may impair your ability
to sell your shares.
Our common stock is not currently traded on an established trading market. As a result, there is
no regular market for our common stock and an active, liquid trading market for our common stock may
never develop or be sustained following this offering. A trading market having the desired characteristics
of depth, liquidity and orderliness depends upon the presence in the marketplace and independent
decisions of willing buyers and sellers of our common stock, over which we have no control. Without an
active, liquid trading market for our common stock, shareholders may not be able to sell their shares at the
volume, prices and times desired. Moreover, the lack of an established market could materially and
adversely affect the value of our common stock. The market price of our common stock could decline
significantly due to actual or anticipated issuances or sales of our common stock in the future.
The market price of our common stock may be subject to substantial fluctuations, which may make it
difficult for you to sell your shares at the volume, prices and times desired.
The market price of our common stock may be highly volatile, which may make it difficult for
you to resell your shares at the volume, prices and times desired. There are many factors that may affect
the market price and trading volume of our common stock, including, without limitation:
x

actual or anticipated fluctuations in our operating results, financial condition or asset
quality;

x

changes in economic or business conditions;

x

the effects of, and changes in, trade, monetary and fiscal policies, including the interest
rate policies of the Federal Reserve;

x

operating and stock price performance of companies that investors deemed comparable to
us;

x

additional or anticipated sales of our common stock or other securities by us or our
existing shareholders;

x

additions or departures of key personnel;
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x

perceptions in the marketplace regarding our competitors or us;

x

significant acquisitions or business combinations, strategic partnerships, joint ventures or
capital commitments by or involving our competitors or us;

x

other economic, competitive, governmental, regulatory and technological factors
affecting our operations, pricing, products and services; and

x

other news, announcements or disclosures (whether by us or others) related to us, our
competitors, our primary markets or the financial services industry.

In addition, significant fluctuations in the trading volume in our common stock may cause
significant price variations to occur. Increased market volatility may materially and adversely affect the
market price of our common stock, which could make it difficult to sell your shares at the volume, prices
and times desired.
Substantial sales of shares of our common stock may occur immediately following the distribution
which could cause the market price of shares of our common stock to decline.
It is possible that many of Parent’s stockholders will sell the shares of our common stock that
they receive in the distribution immediately in the market because our business profile or market
capitalization does not fit their investment objectives, because the shares are not included in certain
indices or for other reasons. The sale of significant amounts of our shares or the perception in the market
that this will occur may result in the lowering of the market price of our shares. We can offer no
assurance that Parent’s stockholders will continue to hold the shares they receive in the distribution.
We may issue shares of preferred stock in the future, which could make it difficult for another
company to acquire us or could otherwise adversely affect holders of our common stock, which could
depress the price of our common stock.
Our amended and restated articles of incorporation (as amended and restated and in effect prior to
the completion of this offering) authorizes us to issue up to two million shares of one or more series of
preferred stock. Our board of directors has the authority to determine the preferences, limitations and
relative rights of shares of preferred stock and to fix the number of shares constituting any series and the
designation of such series, without any further vote or action by our shareholders. Our preferred stock
could be issued with voting, liquidation, dividend and other rights superior to the rights of our common
stock. The potential issuance of preferred stock may delay or prevent a change in control of us,
discourage bids for our common stock at a premium over the market price and materially adversely affect
the market price and the voting and other rights of the holders of our common stock.
We may issue new debt securities, which would be senior to our common stock and may cause the
market price of our common stock to decline.
In the future, we may increase our capital resources by making additional offerings of debt or
equity securities, which may include senior or additional subordinated notes, classes of preferred shares or
common shares. Holders of our common stock are not entitled to preemptive rights or other protections
against dilution. If issued, debt securities would have a preference on liquidating distributions and a
preference on interest payments that could limit our ability to make a distribution to the holders of our
common stock. Future issuances of debt securities, or the perception that such issuances and sales could
occur, may also cause prevailing market prices for our common stock to decline and may adversely affect
our ability to raise additional capital in the financial markets at times and prices favorable to us.
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Our dividend policy may change without notice, and our future ability to pay dividends is subject to
restrictions.
Holders of our common stock are entitled to receive only such cash dividends as our board of
directors may declare out of funds legally available for such payments. Any declaration and payment of
dividends on our common stock will depend upon our earnings and financial condition, liquidity and
capital requirements, the general economic and regulatory climate, our ability to service any equity or
debt obligations senior to our common stock and other factors deemed relevant by our board of directors.
Furthermore, consistent with our strategic plans, growth initiatives, capital availability, projected liquidity
needs and other factors, we have made, and will continue to make, capital management decisions and
policies that could adversely affect the amount of dividends, if any, paid to our common shareholders.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS
This information statement includes forward-looking statements. Use by FBTS of the words
“may,” “will,” “would,” “could,” “should,” “believes,” “estimates,” “projects,” “potential,” “expects,”
“plans,” “seeks,” “intends,” “evaluates,” “pursues,” “anticipates,” “continues,” “designs,” “impacts,”
“affects,” “forecasts,” “target,” “outlook,” “initiative,” “objective,” “designed,” “priorities,” “goal” or the
negative of those words or other similar expressions is intended to identify forward-looking statements
that represent FBTS’s current judgment about possible future events. All statements in this information
statement, other than statements of historical facts, including statements about future events or financial
performance, are forward-looking statements that involve certain risks and uncertainties.
These forward-looking statements may include statements with respect to: accounting estimates,
assumptions and policies; estimates of liabilities; financial flexibility; our exposure to market volatility
and foreign currency and interest rate risks; costs, revenues; expected capitalization; future cash flows;
future transactions in our securities and debt issuances; dividends; litigation related matters including
outcomes; business development activities; business and strategic objectives; geographic expansion; our
growth; our relationship with our employees; our operation as a standalone company; the timing and
expected impact of the distribution; agreements to be entered into in connection with the distribution; and
all other statements that do not relate to historical facts.
These forward-looking statements are based on certain assumptions and analyses made in light of
experience and perception of historical trends, current conditions and expected future developments as
well as other factors that FBTS believes are appropriate in the circumstances. While these statements
represent FBTS’s current judgment on what the future may hold, and FBTS believes these judgments are
reasonable, whether actual future results and developments will conform to expectations and predictions
is subject to a number of risks and uncertainties. Consequently, all of the forward-looking statements
made in this information statement are qualified by these cautionary statements, and there can be no
assurance that the actual results or developments anticipated will be realized or, even if realized, that they
will have the expected consequences or effects on FBTS or its business or operations. FBTS does not
undertake any obligation to update publicly or otherwise revise any forward-looking statements, whether
as a result of new information, future events or other such factors that affect the subject of these
statements, except where we are expressly required to do so by law. Factors that could cause actual results
or events to differ materially from those anticipated include the matters described under the sections
entitled “Information Statement Summary,” “Risk Factors,” “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” “Business” and “The Distribution,” all of which contain
forward-looking statements.
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DIVIDEND POLICY
We do not expect to pay a regular cash dividend following the distribution. The payment of any
dividends in the future, and the timing and amount thereof, is within the discretion of our board of
directors. Our board of directors’ decisions regarding the payment of dividends will depend on many
factors, such as our financial condition, earnings, capital requirements, industry practice, legal
requirements, regulatory constraints and other factors that our board of directors deems relevant. Our
ability to pay dividends will depend on our ongoing ability to generate cash from operations and on our
access to the capital markets. We cannot guarantee that we will pay a dividend in the future or continue to
pay any dividends if and when we commence paying dividends.
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CAPITALIZATION
The following table sets forth FBTS’s capitalization as of March 31, 2019, on a historical basis. It
is not indicative of FBTS’s future capitalization. This table should be read in conjunction with
“Unaudited Compiled Financial Statements,” “Selected Historical Financial Data,” “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and FBTS’s unaudited
interim financial statements and notes included elsewhere in this information statement.
As of
March 31, 2019
(unaudited)
Cash and cash equivalents
Securities
Other assets
Total Assets

$
$
$
$

4,926,047
5,714,808
2,086,258
12,727,113

Total Liabilities:

$

4,545,719

Equity:
Common stock, par value $1.00 per share
Additional paid-in capital
Accumulated other comprehensive loss
Total shareholders’ equity
Total Liabilities + Equity

$
$
$
$
$

100,000
3,400,000
(19,542)
8,181,394
12,727,113

Although we have not yet finalized our post-distribution capitalization, including the amount of
any pre-distribution dividend to Parent, we expect to be adequately capitalized and do not expect to have
any indebtedness for borrowed money as of the distribution date.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
The following discussion should be read in conjunction with the unaudited compiled financial
statements and the corresponding notes and the unaudited interim financial statements and the
corresponding notes included elsewhere in this information statement. This Management’s Discussion
and Analysis of Financial Condition and Results of Operations contains forward-looking statements. The
matters discussed in these forward-looking statements are subject to risk, uncertainties and other factors
that could cause actual results to differ materially from those made, projected or implied in the forwardlooking statements. Please see “Risk Factors” and “Cautionary Statement Concerning Forward-Looking
Statements” for a discussion of the uncertainties, risks and assumptions associated with these statements.
On June 5, 2019, Parent announced its plans to distribute the capital stock of FBTS to the
stockholders of Parent. First Bankers Trust Services, Inc. was incorporated in the State of Illinois on
March 2, 2004 and is currently a wholly owned subsidiary of Parent. To effect the distribution, Parent
will make a pro rata distribution of FBTS’s common stock to Parent’s stockholders. The distribution is
subject to a number of conditions, including the receipt of an opinion from tax counsel to Parent. See
“The Distribution” section of this information statement for additional details on these conditions. After
the distribution, FBTS will operate as an independent company.
Overview
From 1956 through 2004, Parent operated the trust services business directly. In 2004, the trust
services business was reorganized and assigned to FBTS, an Illinois chartered trust company formed in
2004 to provide a variety of fiduciary services to a diversified client base from a dedicated corporate
subsidiary. With offices located in Illinois, Missouri, Pennsylvania, Arizona and Georgia, FBTS serves
individual and corporate clients across the country. The core business of FBTS is providing trustee
services for employee benefit and personal trust accounts, custody services of individual retirement and
savings accounts and farm management services for land owners. Revenue is derived from primarily two
types of relationships with our clients; those clients with whom an on-going relationship exists and those
for which we provide services on a transactional basis.
The employee benefit division of FBTS (“EB Division”) provides specialized fiduciary services
for the administration of employer securities held in qualified retirement plan including employee stock
ownership plans (ESOP), 401(k) and nonqualified plans. The EB Division also serves as a fiduciary for
complex transactions with public and private companies in purchasing and selling employer securities on
behalf of retirement plans.
The personal trust division of FBTS (“PT Division”) offers the services of acting as a trustee for
personal trust matters, as executor or personal representative of estates, as a court ordered financial
guardian of special needs persons, as a durable power of attorney for financial purposes or as an agent to
someone who is personally providing such services. The PT Division also provides several types of
individual retirement accounts that can be either managed or self-directed.
The Farm Services Division includes providing the service of preparing detailed farm appraisal
reports. For land owners, the Farm Services Division offers a wide variety of services from consulting on
an “as needed” basis to full farm management.
The compiled financial statements and interim financial statements have been prepared on a
carve-out basis for the purpose of presenting FBTS’s historical financial position, results of operations
and cash flows. We did not operate on a standalone basis during the periods presented.
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The total annual revenue for FBTS for the years ending December 31, 2018 and 2017 was $11.3
million and $11.0 million, respectively, with net recurring income accounting for $9.46 million and $8.87
million, respectively, and net transactional income accounting for $1.55 million and $1.91 million,
respectively. For the years ending December 31, 2018 and 2017: the EB Division had a net recurring
income of $7.54 million and $7.01 million, respectively, and net transactional income of $1.42 million
and $1.76 million, respectively; the PT Division had a net recurring income of $1.58 million and $1.52
million, respectively, and net transactional income of $55,559 and $87,484, respectively; and the Farm
Services Divisions had a net recurring income of $344,554 and $339,253, respectively, and net
transactional income of $78,650 and $67,300, respectively.
For the quarters ending March 31, 2019 and 2018, the total revenue for FBTS was $3.36 million
and $2.86 million, respectively, with net recurring income accounting for $2.37 million and $2.35
million, respectively, and net transactional income accounting for $913,480 and $431,209, respectively.
For the quarters ending March 31, 2019 and 2018: the EB Division had a net recurring income of $1.88
million and $1.87 million, respectively, and a net transactional income of $835,030 and $388,706,
respectively; the PT Division had a net recurring income of $394,485 and $391,816, respectively, and a
net transactional income of $23,210 and $27,853, respectively; and the Farm Services Division had a net
recurring income of $95,358 and $94,617, respectively, and a net transactional income of $55,600 and
$14,650, respectively.
Separation from First Bankers Trustshares, Inc.
FBTS has not previously operated as an independent, standalone company, but rather as a part of
Parent’s corporate structure. There are limitations inherent in the preparation of all “carve-out” financial
statements due to the fact that the business was previously part of a larger organization. The basis of
preparation included in the combined financial statements of Parent provides a detailed description of the
treatment of historical transactions. FBTS’s net income has been or may be most notably impacted by the
following consequences of carve-out accounting and the planned distribution:
x

FBTS currently leases real property under a commercial lease agreement with First
Bankers Trust Company, N.A. (the “Bank”) wherein FBTS rents approximately 6,969
square feet in three locations with annual rent for 2018 of $37,692. This arrangement is
not expected to materially change following the distribution; rather, FBTS and the Bank
will negotiate and execute an amendment to the existing lease agreement or a new lease
agreement prior to the distribution on terms substantially similar to the current
arrangement.

x

FBTS and the Bank are parties to a support services agreement. According to the terms of
the support services agreement, FBTS pays an annual fee to the Bank for human
resources support services in the amount of $41,548, for information systems support in
the amount of $10,200, for information technology support in the amount of $2,000 and
financial support in the amount of $1,200. The terms of the support services agreement
also provide that the Bank will provide FBTS with property maintenance services which
are billed at an hourly rate and courier special services which are billed at $260 for each
month FBTS requests such services. Lastly, the terms of the contract also provides that
the Bank will pay an annual fee to FBTS for legal and insurance support services in the
amount of $15,000 and for IRA support services in the amount of $70,020. It is
anticipated that this services agreement will be terminated and replaced with the
transition services agreement.
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x

FBTS may incur certain significant one-time distribution costs, which are primarily
associated with the design, establishment, and branding of FBTS as a separate company.

x

Income tax expenses is computed on a separate company basis, as if operated as a
standalone.

Debt and Capital
To meet its various operating and capital requirements, FBTS pledged securities of $1,100,000,
obtained a surety bond of $1,000,000 and maintained capitalization in excess of the $3,000,000 as
required by the Illinois Department of Financial and Professional Regulation (“IDFPR”). As of December
31, 2018, FBTS had $6,748,667 in capital resulting in excess capital of $3,748,667 as defined by the
applicable regulations. As of December 31, 2017 FBTS reported $4,215,842 in capital resulting in excess
capital of $1,215,842.
Market Risk
FBTS has been subject to certain risks which may affect our results of operations, cash flows and
fair value of assets and liabilities, including oversight of the Federal Reserve Board and the IDFPR.
Additionally, employee benefit plans are subject to oversight by the Employee Benefits Security
Administration division of the United States Department of Labor (“DOL”) and the Internal Revenue
Service. Following the distribution, FBTS will no longer have oversight of the Federal Reserve Board but
will continue to be subject to oversight by both the DOL and the IDFPR. Historically, the DOL has
released very little guidance on substantive issues associated with employee stock ownership plans and
their investigations into fiduciary breaches in ESOPs can result in significant civil liability and penalties.
Further, it is unlikely that the DOL will issue any additional guidance in the near future which could
impact claims made or alleged by third-parties in our industry (including the DOL).
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THE DISTRIBUTION
Overview
On June 5, 2019, Parent announced its plans to separate and distribute to its stockholders, all of
the common stock of First Bankers Trust Services, Inc. As a result, FBTS will be independent and Parent
will focus on its traditional banking business. The distribution is intended to be generally tax-free for U.S.
federal income tax purposes.
In furtherance of this plan, on June 5, 2019, Parent’s board of directors approved the distribution
of all of the issued and outstanding shares of FBTS common stock on the basis of one share of FBTS
common stock for every one share of Parent common stock issued and outstanding as of the close of
business on June 17, 2019, the record date for the distribution. As a result of the distribution, FBTS and
Parent will become two independent companies.
On July 1, 2019, the distribution date, each Parent stockholder will receive one share of FBTS
common stock for every one share of Parent common stock held of record at the close of business on the
record date, as described below. Stockholders will not be required to make any payment, surrender or
exchange their Parent common stock or take any other action to receive shares of FBTS common stock in
the distribution. Because of the forward stock split taken by FBTS prior to the distribution to provide for a
“one-for-one” distribution, the distribution will not require the use of any fractional shares.
The distribution of FBTS common stock as described in this information statement is subject to
the satisfaction or waiver of certain conditions. For a more detailed description of these conditions, see
this section under “—Conditions to the Distribution.”
Reasons for the Distribution
Parent’s board of directors determined that separating the trust services business from Parent
would be in the best interests of Parent and its stockholders and approved the distribution agreement. A
wide variety of factors were considered by Parent’s board of directors in evaluating the separation.
Among other things, Parent’s board of directors considered the following potential benefits of the
distribution:
x

Enhanced business and strategic focus—The distribution will allow each business to
pursue focused operational, commercial and strategic priorities that address the distinct
client and stakeholder dynamics of each business;

x

More efficient allocation of resources—The distribution will offer each business the
ability to achieve operating efficiencies through the allocation of resources to areas
presenting high growth potential for its respective business;

x

Increased opportunity and flexibility—The distribution will give each business the
opportunity and flexibility to pursue its own investment, capital allocation and growth
strategies consistent with its long-term objectives and with a goal of enhancing value for
clients and other key stakeholders;

x

More rapid response to markets—The distribution will allow each business to more
quickly respond to trends, developments and opportunities in its respective markets;
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x

Separate investment identity—The distribution will allow investors to separately value
each business based on its unique investment identity, including the merits, performance
and future prospects of each company’s respective business, providing investors with two
distinct and targeted investment opportunities; and

x

Separation of litigation and reputational risk—The distribution will protect Parent from
the litigation risk and reputational risk arising from FBTS’s business activities.

Parent’s board of directors also considered a number of potentially negative factors in evaluating
the distribution, including the following factors impacting FBTS:
x

Loss of synergies and joint purchasing power and increased costs—As a current part of
Parent, FBTS takes advantage of Parent’s size and purchasing power in procuring certain
goods and services. After the distribution, as a separate, independent entity, FBTS may
be unable to obtain these goods, services, and technologies at prices or on terms as
favorable as those Parent obtained prior to the distribution. FBTS will also incur costs for
certain functions previously performed by Parent, including executive oversight, treasury,
finance, human resources, tax planning, internal audit, financial reporting, information
technology, investor relations, shared services, insurance, and employee benefits and
incentives, that may be higher than the amounts reflected in FBTS’s historical financial
statements, which could cause FBTS’s profitability to decrease.

x

Disruptions to the business as a result of the distribution—The actions required to
separate and distribute FBTS’s respective businesses could disrupt FBTS’s operations.

x

One-time costs of the distribution—FBTS will incur costs in connection with the
transition to being a standalone company that will include establishment of accounting,
tax, auditing, legal and other professional services costs, recruiting and relocation costs
associated with hiring key senior management personnel new to FBTS and costs to
separate information systems.

x

Inability to realize anticipated benefits of the distribution—FBTS may not achieve the
anticipated benefits of the distribution for a variety of reasons, including: (i) the
distribution will require significant amounts of management’s time and effort, which may
divert management’s attention from operating and growing the FBTS business and (ii)
following the distribution, the FBTS business will be less diversified than Parent’s
business prior to the distribution.

x

Limitations on Strategic Transactions—Under the terms of the tax matters agreement
that FBTS intends to enter into with Parent, for a period of two years following the
distribution, FBTS and Parent will both be restricted from taking certain actions that
could cause the distribution, together with certain related transactions, to fail to qualify as
a tax-free transaction for U.S. federal income tax purposes. During this period, these
restrictions may limit FBTS’s ability to pursue certain strategic transactions and equity
issuances or engage in other transactions that might increase the value of its business.

x

Uncertainty Regarding Stock Prices—We cannot predict the effect of the distribution on
the trading prices of FBTS or Parent common stock or whether the combined market
value of one share of FBTS common stock and one share of Parent common stock will be
less than, equal to, or greater than the market value of one share of Parent common stock
prior to the distribution.
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x

Lack of Liquidity in FBTS Stock—There is no current active trading market for the
capital stock of FBTS and no market may ever develop or exist.

Parent’s board of directors concluded that the potential benefits of the distribution outweighed
these factors. However, neither Parent nor FBTS can assure you that, following the distribution, any of
the benefits described above or otherwise will be realized to the extent anticipated or at all. For more
information on the risks involved in the distribution process, see “Risk Factors—Risks Related to the
Distribution.”
When and How You Will Receive the Distribution
With the assistance of the distribution agent, Parent expects to distribute FBTS common stock on
July 1, 2019, the distribution date, to all holders of outstanding Parent common stock as of the close of
business on June 17, 2019, the record date. American Stock Transfer and Trust Company, LLC (AST)
will serve as the distribution agent in connection with the distribution, and will also serve as the transfer
agent and registrar for FBTS common stock.
If you own Parent common stock as of the close of business on the record date, FBTS common
stock that you are entitled to receive in the distribution will be issued electronically, as of the distribution
date, to you in direct registration form or to your bank or brokerage firm on your behalf. If you are a
registered holder, the distribution agent or the transfer agent will then mail you a direct registration
account statement that reflects your shares of FBTS common stock. “Direct registration form” refers to a
method of recording share ownership when no physical share certificates are issued to stockholders, as is
the case in this distribution.
Commencing on or shortly after the distribution date, if you hold physical share certificates that
represent your Parent common stock and you are the registered holder of the shares represented by those
certificates, the distribution agent will mail to you an account statement that indicates the number of
shares of FBTS common stock that have been registered in book-entry form in your name. If you sell
Parent common stock in the market up to and including the distribution date, you will be selling your
right to receive shares of FBTS common stock in the distribution.
Most Parent stockholders hold their common stock through a bank or brokerage firm. In such
cases, the bank or brokerage firm would be said to hold the shares in “street name” and ownership would
be recorded on the bank or brokerage firm’s books. If you hold your Parent common stock through a
brokerage firm, your brokerage firm will credit your account for the FBTS common stock that you are
entitled to receive in the distribution. If you have any questions concerning the mechanics of having
shares held in “street name,” please contact your bank or brokerage firm.
Results of the Distribution
After its distribution from Parent, FBTS will be an independent company. The actual number of
shares to be distributed will be determined on June 17, 2019, the record date for the distribution. The
distribution will not affect the number of outstanding shares of Parent common stock or any rights of
Parent’s stockholders. Because of the forward stock split taken by FBTS prior to the distribution to
provide for a “one-for-one” distribution, the distribution will not require the use of any fractional shares.
Parent will not distribute any fractional shares of FBTS common stock.
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Prior to the distribution, FBTS intends to enter into a distribution agreement and other agreements
with Parent to effect the distribution and provide a framework for FBTS’s relationship with Parent after
the distribution. These agreements will provide for the allocation between Parent and FBTS of Parent’s
assets, liabilities and obligations (including employee benefits, intellectual property, and tax-related assets
and liabilities) attributable to periods prior to, at and after FBTS’s distribution from Parent and will
govern certain relationships between Parent and FBTS after the distribution. For a more detailed
description of these agreements, see “Certain Relationships and Related Person Transactions—
Agreements with Parent.”
The Number of Shares of FBTS Common Stock You Will Receive
For every one share of Parent common stock that you own at the close of business on June 17,
2019, the record date, you will receive one share of FBTS common stock on the distribution date. Parent
will not distribute any fractional shares of FBTS common stock to its stockholders. Because of the
forward stock split taken by FBTS prior to the distribution to provide for a “one-for-one” distribution, the
distribution will not require the use of any fractional shares.
Transferability of Shares You Receive
Shares of FBTS common stock distributed to holders through the distribution will be transferable
without registration under the U.S. Securities Act of 1933, as amended (“Securities Act”), except for
shares received by persons who may be deemed to be FBTS affiliates. Persons who may be deemed to be
FBTS’s affiliates after the distribution generally include individuals or entities that control, are controlled
by or are under common control with FBTS, which may include certain of FBTS executive officers,
directors or principal stockholders. Securities held by FBTS affiliates will be subject to resale restrictions
under the Securities Act. FBTS affiliates will be permitted to sell shares of FBTS common stock only
pursuant to an effective registration statement or an exemption from the registration requirements of the
Securities Act, such as the exemption afforded by Rule 144 promulgated under the Securities Act.
No Market for FBTS Common Stock
There is currently no trading market for FBTS common stock and an active trading market may
never develop or exist. FBTS has not and will not set the initial price of its common stock.
Moreover, FBTS cannot predict the price at which its common stock will trade after the
distribution, if at all. In fact, the combined trading prices, after the distribution, of the shares of FBTS
common stock that each Parent stockholder will receive in the distribution and Parent common stock held
at the record date may not equal the trading price of a share of Parent common stock immediately prior to
the distribution. The price at which FBTS common stock trades may fluctuate significantly, particularly
until an orderly market develops. Trading prices for FBTS common stock will be determined, if ever, in
the trading markets and may be influenced by many factors. As a result, there is no assurance that you
will be able to sell FBTS common stock when you wish to do so. See “Risk Factors—Risks Related to
Our Common Stock.”
Trading Between the Record Date and Distribution Date
If you sell Parent common stock in the market up to and including through the distribution date,
you will be selling your right to receive FBTS common stock in the distribution.
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Conditions to the Distribution
FBTS expects that the distribution will be effective at 12:01 a.m., Eastern Time, on July 1, 2019,
the distribution date, provided that, among other conditions described in this information statement, the
following conditions shall have been satisfied or waived by Parent in its sole discretion:
x

the receipt and continuing validity of an opinion from tax counsel to Parent, substantially
to the effect that, among other things, the distribution of our ordinary shares, should
quality under Section 355 of the Code, with the result that Parent and Parent’s
stockholders should not recognize any taxable income, gain or loss for U.S. federal
income tax purposes as a result of the distribution;

x

the receipt and continuing validity of an opinion from an independent appraisal firm to
the Parent board of directors confirming the solvency and financial viability of FBTS
after the distribution that is in form and substance acceptable to Parent in its sole
discretion;

x

FBTS shall have executed and delivered the transaction agreements relating to the
distribution;

x

no order, injunction, or decree issued by any court of competent jurisdiction or other legal
restraint or prohibition preventing the consummation of the distribution or any of the
related transactions shall be pending, threatened, issued or in effect;

x

the board of directors of Parent shall have declared the distribution and approved all
related transactions (and such declaration and approval not having been withdrawn); and

x

no other event or development existing or having occurred that, in the sole and absolute
judgment of Parent’s board of directors, makes it inadvisable to effect the distribution and
other related transactions.

Parent and FBTS cannot assure you that any or all of these conditions will be met and, to the
extent permissible under applicable law, Parent in its sole discretion may waive any of the conditions to
the distribution. In addition, Parent will have the sole and absolute discretion to determine (and change)
the terms of, and whether to proceed with, the distribution and, to the extent it determines to so proceed,
to determine the record date for the distribution and the distribution date and the distribution ratio. Parent
does not intend to notify its stockholders of any modifications to the terms of the distribution that, in the
judgment of its board of directors, are not material.
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BUSINESS
Summary
From 1956 through 2004, Parent operated the trust services business directly. In 2004, the trust
services business was reorganized and assigned to FBTS, an Illinois chartered trust company formed in
2004 to provide a variety of fiduciary services to a diversified client base from a dedicated corporate
subsidiary. With offices located in Illinois, Missouri, Pennsylvania, Arizona and Georgia, FBTS serves
individual and corporate clients across the country. The core business of FBTS is providing trustee
services for employee benefit and personal trust accounts, custody services of individual retirement and
savings accounts and farm management services for land owners. Revenue is derived from primarily two
types of relationships with our clients; those clients with whom an on-going relationship exists and those
for which we provide services on a transactional basis.
The EB Division is uniquely qualified to provide specialized fiduciary services for the
administration of employer securities held in qualified retirement plans including employee stock
ownership plans (“ESOP”), 401(k) and nonqualified plans. The EB Division also serves as a fiduciary for
complex transactions with public and private companies in purchasing and selling employer securities on
behalf of retirement plans.
The PT Division offers the services of acting as a trustee for personal trust matters, as executor or
personal representative of estates, court ordered financial guardianships, and durable power of attorney
for financial purposes or as an agent to someone personally providing such services. The PT Division also
providers several types of individual retirement accounts that can be managed or custodial in behavior.
The Farm Services Division provides highly detailed farm appraisals and farmland management
and consulting to land owners.
Strengths
We believe we possess a number of competitive advantages that distinguish us from our
competitors, including:
x

a good reputation in the markets we serve and specifically with our referral sources
(attorneys, accountants, valuation advisory firms, third party administration firms, and
investment advisory firms);

x

substantial experience in the areas of retirement plan trust administration, investment
management, and wealth planning;

x

extensive understanding in providing the types of fiduciary service required under the law
and demanded by our clients;

x

highly developed internal fiduciary professionals with deep technical experience; and

x

our management team has a track record of leadership, performance and execution in the
trust services industry.
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Strategies
FBTS’s corporate goal is to achieve consistent revenue from high quality clients while focusing
on controlling compliance and account administration exposure. We have focused on maintaining and
engaging good quality accounts for administration, producing consistent and recurring levels of fee
income from our existing services.
We can provide no assurance that we will be able to implement our business strategies or achieve
our desired growth. Our business is subject to a number of risks and uncertainties. See “Risk Factors”
beginning on page 12.
The EB Division of FBTS services clients throughout the United States. The EB Division is
focused primarily on generating revenue from existing customers and from new ESOP transactional
engagements. To accomplish this task:
x

we develop ongoing relationships by attending and participating in industry
organizations, educating our referral sources and current clients, focusing on the requestfor-proposal (“RFP”) activity for successor opportunities, and highlighting our deep
administrative capabilities;

x

we charge appropriately for existing clients and transaction activities;

x

we seek to expand our service offerings in the area of investment management services,
fiduciary consulting engagements, and company stock in retirement plans; and

x

we reinforce leadership in the community through speaking engagements at large and
regional conferences, participating in committees of the nationally recognized industry
organizations, and initiating direct engagement with senior leadership in companies with
similar industry initiatives.
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FBTS has managed to grow their business despite increasingly challenging market conditions.
With strong valuation multiples amidst a strong economic backdrop, potential ESOP candidates are
finding suitors including competitors and financial sponsors that are willing to invest dollars into
attractive companies, which has been a headwind to the development of new ESOPs. Demographic
tailwinds remain supportive, driven by an aging Baby Boomer generation and the anticipated number of
small businesses ownership turnover due to management succession needs.
ESOP Formations per Year, by Plan Type
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Additionally, FBTS has tangible growth prospects, particularly with regards to growing market
share from current levels of 3.1% (as of year-end 2016, most recent available market data).
Capacity to Grow Market Share

FBTSMarketShare

AddressableMarket

Source: Company documents; NCEO.org
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EBITDA/Margin Trends
Since 2013, FBTS has grown operating EBITDA at a 20% CAGR. The primary drivers behind
improving EBITDA have been revenue growth of 8.6% as well as operating expense growth of just 5.2%.
This has resulted in a 12 percentage point operating EBITDA expansion, illustrating the scalability
inherent in the FBTS business model. With legacy DOL penalties largely settled, the Company expects a
smoother expense trajectory going forward.
EBITDA Margins Have Steadily Expanded
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The PT Division of FBTS primarily caters to clients in the Midwest U.S. The PT Division is
primarily focused on expanding the current services we offer to existing customers and to attracting new
relationships. To accomplish this task:
x

we expect to expand our presence in the Quincy, St. Louis and Chicago markets by
targeting estate planning firms, joining estate planning councils, participating in estate
planning conferences, and building relationships with the estate planning centers of
influence;

x

we seek to expand local business opportunities in the Quincy area through a stronger
relationship with the estate planning firms and with Parent; and

x

we intend to leverage our IRA expertise by focusing on the wealth management IRAs.

Market
FBTS provides asset and custodial management for clients throughout the country. All
administration is conducted in Quincy, IL with sales offices in Hinsdale, IL, St. Peters, MO, Philadelphia,
PA, Atlanta, GA and Phoenix, AZ.
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Competition
The largest competitors of the EB Division are similarly situated trust companies. They are
generally part of larger organizations, and have substantial experience with employee owned companies,
highly developed internal processes and procedures and deep technical reputations. Our fees are
competitive with these organizations.
The PT Division has multiple competitors that provide similar services. Generally, these
organizations are part of larger financial institutions and have long term employees with similar
experiences. These competitors include other banks and trust companies, brokerage firms, registered
investment advisers and wealth management companies offering trust services.
The Farm Services Division has multiple competitors including a company with a national
presence. They provide the full range of farm management and real estate appraisal services. In addition,
they have licensed real estate sales persons and offer those services.
For additional information regarding competition, see the discussion of such matters in the “Risk
Factors” section of this information statement.
Regulatory Matters
FBTS is subject to a number of federal and state regulatory bodies and associated rules governing
each type of account. As a subsidiary of Parent, FBTS has oversight from the Board of Governors of the
Federal Reserve System. As an Illinois charted trust company, FBTS has oversight from the IDFPR.
Pursuant to Illinois law administered by the IDFPR, FBTS is required to comply with certain minimum
organizational capital requirements. Because of the nature of services provided to employee benefit plans,
the activities of FBTS associated with those retirement plans are also subject to oversight by the
Employee Benefits Security Administration division of the DOL as well as the Internal Revenue Service.
Following the distribution, FBTS will no longer be subject to the oversight by the Federal Reserve Board.
Other Laws
As an Illinois chartered trust company, the activities of FBTS which are conducted in states other
than Illinois are subject to the various foreign corporate and foreign fiduciary statutes and regulations of
each state in which it operates.
Employees
We expect to employ approximately 60 persons as of the distribution date. We believe that we
have good relations with our employees.
Legal Proceedings
Historically, we have been involved in various claims and legal proceedings, however, there are
no claims or actions pending or threatened claims as of the date of this information statement.
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MANAGEMENT
Executive Officers Following the Distribution
The following sets forth information regarding individuals who are expected to serve as our
executive officers following completion of the distribution, including their positions and age as of the date
of this information statement. While some of these individuals currently serve as officers and employees
of Parent, after the distribution, none of our executive officers will be officers or employees of Parent.
Name
Brian A. Ippensen
Steven P. Eckert
Michele R. Foster
P. Dawn Goestenkors
Julie E. Kenning
Jayson E. Martin
Larry E. Shepherd

Age
50
61
56
40
44
46
58

Title
President and Chief Financial Officer
Executive Vice President – Risk Management
Executive Vice President & Corporate Counsel
Executive Vice President – Employee Benefits
Executive Vice President - Operations
Executive Vice President - Investments
Executive Vice President – Personal Trust

Brian A. Ippensen has been with First Bankers since 1997. Mr. Ippensen started with Parent as
an internal audit manager but subsequently moved the trust services business. Mr. Ippensen became
President and Chief Financial Officer in 2006 and also currently serves as a director of FBTS and
treasurer of Parent; provided that Mr. Ippensen will resign as treasurer of Parent prior to the distribution.
Prior to joining FBTS, Mr. Ippensen worked in public accounting and audits of banks, agriculture entities
and retirement plans, cost accounting for edible oil refinery and bean crushing manufacturing,
international accounting for foreign export sales, and retail banking operations.
Steven P. Eckert has been with First Bankers since 2004. From 2004 until 2009, Mr. Eckert was
Assistant Vice President and Internal Audit Manager. Mr. Eckert currently manages the Risk
Management Group. Prior to joining FBTS, Mr. Eckert worked in public and private accounting,
manufacturing, agricultural business and banking.
Michele R. Foster has been with First Bankers since 2006 and is now the Executive Vice
President & Corporate Counsel of FBTS. Prior to joining FBTS, Ms. Foster practiced law with a firm in
Dallas and was a regional claims manager for an international insurance company.
P. Dawn Goestenkors has been with First Bankers since 2008. Ms. Goestenkors currently serves
as the Executive Vice President – EB Fiduciary Advisory and Services Group. Prior to joining FBTS, Ms.
Goestenkors has more than 10 years of experience in trustee services for employee stock ownership and
qualified retirement plans. Ms. Goestenkors’ past work experience includes commercial credit
underwriting and lending with a concentration in plan administration and DOL regulatory issues, as well
as deep ESOP transactional experience.
Julie E. Kenning has been with First Bankers since 1999. Ms. Kenning currently serves as the
Executive Vice President – Operations. Prior to joining FBTS, Ms. Kenning worked as internal audit staff
for Parent and as a staff accountant in both public accounting and for a manufacturing firm.
Jayson E. Martin has been with First Bankers since 2001. Mr. Martin currently serves as the
Executive Vice President – Investment Management. Prior to joining FBTS, Mr. Martin worked for more
than 20 years in investment advisory and management.
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Larry E. Shepherd has been with First Bankers since 2012. Mr. Shepherd currently serves as the
Executive Vice President of Personal Trust Group. Prior to joining FBTS, Mr. Shepherd worked in the
banking industry, including lending and trust administration and operations.
Board of Directors Following the Distribution
The following table sets forth information with respect to those persons who are expected to serve
on our board of directors immediately following the completion of the distribution.
Name
Donald K. Gnuse
Steven E. Siebers
Brian A. Ippensen

Age
85
64
50

Title
Chairman of the Board
Secretary of the Board
Board Member

Donald K. Gnuse has been with First Bankers since 1956, holding various titles including
President of each of Parent, FBTS and Bank. Currently, he is the chairman of the board of directors for
FBTS, a chairman of the board of directors of River Valley Bancshares, Inc. and a chairman of the board
of directors of United States Bank.
Steven E. Siebers has served as a director of First Bankers since 1990 and currently serves as a
director and secretary for Parent. Mr. Siebers is an experienced attorney and a partner at Scholz, Loos,
Palmer, Siebers and Duesterhaus.
Brian A. Ippensen has been with First Bankers since 1997. Mr. Ippensen started with Parent as
an internal audit manager but subsequently moved the trust services business. Mr. Ippensen became
President and Chief Financial Officer in 2006 and also currently serves as a director of FBTS and
treasurer of Parent; provided that Mr. Ippensen will resign as treasurer of Parent prior to the distribution.
Prior to joining FBTS, Mr. Ippensen worked in public accounting and audits of banks, agriculture entities
and retirement plans, cost accounting for edible oil refinery and bean crushing manufacturing,
international accounting for foreign export sales, and retail banking operations.
Director Independence
It is anticipated that at least a majority of our board of directors will be independent.
Committees of the Board of Directors
Effective upon the completion of the distribution, our board of directors will have an Audit
Committee. Our board of directors will adopt a written charter for this committee, which will be posted
on our website, www.fbtservices.com.
Audit Committee
The responsibilities of the Audit Committee will be more fully described in our Audit Committee
Charter and are expected to include, among other duties:
x

overseeing the independence, qualifications and performance of our independent
registered public accounting firm and ensuring receipt of their annual independence
statement;
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x

appointing and approving the compensation of our independent registered public
accounting firm;

x

pre-approving, with sole authority and direct responsibility, all audit, audit-related and
permitted non-audit services to be provided to us by the independent registered public
accounting firm;

x

reviewing annual financial statements, as well as disclosures required to be reviewed
under applicable legal, regulatory or stock exchange requirements;

x

obtaining and reviewing periodic reports, at least annually, from management assessing
the effectiveness of our internal control over financial reporting;

x

reviewing our accounting, financial reporting and other processes to assure compliance
with all applicable laws, regulations and corporate policy;

x

reviewing our tax strategy and internal audit and corporate compliance functions;

x

establishing procedures for confidential and anonymous submission and treatment of
complaints regarding our accounting, internal controls, disclosure or other financial or
auditing matters; and

x

overseeing management’s exercise of its responsibility to assess and manage risks
associated with the company’s financial, accounting and disclosure matters.

Compensation Committee Interlocks and Insider Participation
During the 2018 fiscal year, FBTS did not have a compensation committee or any other
committee serving a similar function. Decisions as to the compensation of those who are expected to
serve as our executive officers were made by FBTS’s board of directors
Corporate Governance
Corporate Governance Principles and Codes
In connection with the separation and the distribution, our board of directors is expected to adopt
corporate governance principles that set forth the responsibilities of the board of directors and the
qualifications and independence of its members and the members of its standing committees. In addition,
in connection with the distribution, our board of directors is expected to adopt, among other codes and
policies, a code of conduct setting forth standards applicable to all of our companies and our directors,
officers and employees.
Communications with the Board of Directors and Procedures for Treatment of Complaints Regarding
Accounting, Internal Accounting Controls and Auditing Matters
Upon the distribution, FBTS expects that the Audit Committee will establish procedures for
(i) the receipt, retention and treatment of complaints regarding accounting, internal accounting controls or
auditing matters (accounting matters) and (ii) the confidential, anonymous submission by employees of
concerns regarding questionable accounting matters. Such complaints or concerns are expected to be able
to be submitted to FBTS, care of its Secretary or through another method as published on FBTS’s
website. Stockholders who wish to communicate directly with our board of directors, or any individual
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director, should direct questions in writing to the Secretary, First Bankers Trust Service, Inc. 2321 Kochs
Lane, Quincy, IL 62305. Communications addressed in this manner will be forwarded directly to our
board of directors or named individual director(s).
Board Leadership Structure
Our governing documents allow the roles of chairman and president to be filled by the same or
different individuals. This approach allows our board of director’s flexibility to determine whether the
two roles should be separated or combined based upon our needs and our board of director’s assessment
of our leadership from time to time. It is expected that our board of directors will regularly consider the
advantages of having an independent chairman and a combined chairman and president and is open to
different structures as circumstances may warrant.
At this time, our board of directors believes that separating the roles of chairman and president
serves the best interests of FBTS and its stockholders. We believe that having an independent chairman
promotes a greater role for the independent directors in the oversight of our company, including oversight
of material risks facing the company, encourages active participation by the independent directors in the
work of our board of directors, enhances our board of directors’ role of representing stockholders’
interests and improves our board of directors’ ability to supervise and evaluate our president and other
executive officers.
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CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS
Agreements with Parent
Following the distribution, FBTS and Parent will operate separately, each as an independent
company. Prior to the distribution, FBTS and Parent intend to enter into a distribution agreement and
several other agreements to effect the distribution and provide a framework for FBTS’s relationship with
Parent after the distribution. These agreements will govern the relationships between Parent and FBTS
subsequent to the completion of the distribution. In addition to the distribution agreement (which contains
many of the key provisions related to the distribution of FBTS’s shares of common stock to Parent
stockholders), these agreements include:
x

the tax matters agreement;

x

the transition services agreement;

x

the real property lease agreement.

Copies of the forms of material agreements described below are available upon request and the
summaries below set forth the terms of the agreements that FBTS believes are material. These summaries
are qualified in their entireties by reference to the full text of the applicable agreements.
The terms of the agreements described below that will be in effect following the distribution have
not yet been finalized. Changes to these agreements, some of which may be material, may be made prior
to the distribution.
The Distribution Agreement
We intend to enter into a distribution agreement with Parent prior to the distribution of our
common stock to Parent stockholders. The distribution agreement will set forth our agreements with
Parent regarding the principal actions to be taken in connection with the separation and the distribution.
The business, assets and liabilities of each of Parent and FBTS are and have historically been held by
distinct and separate legal entities. Although we do not anticipate that it will be necessary, if any business,
assets or liabilities of one company is held by the other, the distribution agreement will address the
transfer assets to be transferred, liabilities to be assumed and contracts to be assigned to each of FBTS
and Parent as part of the distribution, and it will provide for when and how these transfers, assumptions
and assignments will occur.
Assumption of Assets and Liabilities. Although we do not anticipate that it will be necessary, the
distribution agreement will provide for the assumptions of assets and liabilities that are necessary in
connection with the distribution so that FBTS and Parent retain the assets necessary to operate our
respective businesses and retain or assume the liabilities allocated in accordance with the distribution. The
distribution agreement will also provide for the settlement or extinguishment of existing contracted
obligations for future services between us and Parent.
Except as otherwise set forth in the distribution agreement or any ancillary agreement, each party
to the distribution agreement will assume the liability for, and control of, all pending, threatened and
future legal matters related to its own business or its assumed or retained liabilities.
The allocation of liabilities with respect to taxes are solely covered by the tax matters agreement.
Further Assurances. Each party will agree to use commercially reasonable efforts to take or to
cause to be taken all actions, and to do, or to cause to be done, all things reasonably necessary under
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applicable law or contractual obligations to consummate and make effective the transactions
contemplated by the distribution agreement and other transaction agreements.
The Distribution. The distribution agreement will govern the rights and obligations of the parties
with respect to the distribution and certain actions that must occur prior to the distribution. Parent will
cause its agent to distribute to holders of shares of Parent’s common stock as of the record date for the
distribution all of the issued and outstanding shares of our common stock. Parent will have the sole and
absolute discretion to determine (and change) the terms of, and whether to proceed with, the distribution
and, to the extent it determines to so proceed, to determine the date of the distribution.
Conditions. The distribution agreement will provide that the distribution is subject to several
conditions that must be satisfied (or waived by Parent, in its sole discretion). For further information
regarding these conditions, see “The Distribution—Conditions to the Distribution.” Parent may, in its sole
discretion, at any time prior to the completion of the distribution decide to abandon or modify the
distribution.
Indemnification. The distribution agreement will provide for cross-indemnities that, except as
otherwise provided in the distribution agreement, are principally designed to place financial responsibility
for the obligations and liabilities allocated to FBTS under the distribution agreement with FBTS and
financial responsibility for the obligations and liabilities allocated to Parent under the distribution
agreement with Parent.
The distribution agreement will also specify procedures with respect to claims subject to
indemnification and related matters. Indemnification with respect to taxes will be governed by the tax
matters agreement.
Term/Termination. Prior to the distribution, Parent will have the unilateral right to terminate or
modify the terms of the distribution agreement.
Other Matters Governed by the Distribution Agreement. Other matters governed by the
distribution agreement include, without limitation, access to financial and other information, insurance,
confidentiality and access to and provision of records.
Tax Matters Agreement
We intend to enter into a tax matters agreement with Parent prior to the distribution which will
generally govern Parent’s and FBTS’s respective rights, responsibilities and obligations after the
distribution with respect to tax liabilities and benefits, tax attributes, the preparation and filing of tax
returns, the control of audits and other tax proceedings and other matters regarding taxes.
The tax matters agreement will also provide that FBTS is liable for taxes incurred by Parent that may
arise if FBTS takes, or fails to take, as the case may be, certain actions that may result in the distribution
failing to meet the requirements of a tax-free distribution under Section 355 of the Code.
Transition Services Agreement
We intend to enter into a transition services agreement with Parent prior to the distribution
pursuant to which Parent will provide employee benefits services, insurance services, IT services,
accounting services and other services to FBTS, on an interim, transitional basis, following the
distribution. The agreement will provide for Parent to provide such services for a limited time, generally
for a period of twelve to eighteen months following the date of the distribution, for specified fees.
Additionally, the transition services agreement will provide for FBTS to provide certain services to
Parent, including legal support and administrative services.
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SECURITY OWNERSHIP BY CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
Prior to the distribution, all of the outstanding shares of our common stock will be owned
beneficially and of record by Parent. The following table sets forth information with respect to the
expected beneficial ownership of our common stock by: (1) each person who we believe will be a
beneficial owner of more than five percent of our common stock, (2) each expected director, director
nominee and named executive officer of us and (3) all of our expected directors, director nominees and
executive officers as a group. Except as noted below, we based the share amounts on each person’s
beneficial ownership of Parent common stock as of March 15, 2019, giving effect to a distribution ratio of
one share of our common stock for every one share of Parent common stock. Immediately following the
distribution, we estimate that 3,087,488 of our shares of common stock will be issued and outstanding
based on the number of shares of Parent common stock expected to be outstanding as of the record date.
The actual number of our outstanding shares of our common stock following the distribution will be
determined on June 17, 2019, the record date.
Security Ownership of Certain Beneficial Owners
Based solely on the information available as of March 15, 2019, reporting beneficial ownership of
Parent common stock, we anticipate the following stockholders will beneficially own more than five
percent of our common stock following the distribution.
Name and Address
of Beneficial Owner
Carl W. Adams, Jr
Dennis R. Williams
Phyllis J. Hofmeister
(1)

Number of Owned
Shares of Parent
Common Stock(1)
203,897
196,200
177,792

Number of Owned
Shares of Our
Common Stock
203,897
196,200
177,792

Percent of
Shares
Outstanding
6.60%
6.35%
5.76%

The shares described as “owned” are shares of Parent common stock directly or indirectly owned by
each listed person.

Security Ownership of Directors and Executive Officers
The following table provides information regarding beneficial ownership of our named executive
officers, our expected directors, director nominees and all of our expected directors, director nominees
and executive officers as a group.

Name
Brian A. Ippensen
Donald K. Gnuse
Steven E. Siebers
Directors and Officers as a Group
*

(1)

Amount and Nature of Beneficial Ownership
(Number of FBTS Shares)
Right to
Percent
Direct
Indirect Acquire
Total
of Class(1)
2,927
2,927
0.09%
142,042
142,042
4.60%
114,994
114,994
3.72%
262,890
262,890
8.41%

Less than one percent
The calculation of percentages is based upon our expectation that, immediately following the
distribution, approximately 3,087,488 shares of our common stock will be issued and outstanding based
upon approximately 3,087,488 shares of Parent common stock outstanding as of March 15, 2019.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES
The following is a summary of the material U.S. federal income tax consequences of the
distribution of FBTS common stock to “U.S. holders” (as defined below) of Parent common stock. This
summary is based on the Code, U.S. Treasury Regulations promulgated thereunder, rulings and other
administrative pronouncements issued by the IRS, and judicial decisions, all as in effect as of the date of
this information statement, and all of which are subject to differing interpretation and change at any time,
possibly with retroactive effect. This summary assumes that the distribution will be consummated in
accordance with the distribution agreement and as described in this information statement. We have not
sought any ruling from the IRS with respect to the statements made and conclusions reached in the
following discussion, and there can be no assurance that the IRS will not take a position contrary to such
statements and conclusions discussed below and that any position taken by the IRS would not be
sustained.
U.S. Holders
This summary applies only to “U.S. holders” of Parent common stock who hold such shares of
Parent common stock as capital assets within the meaning of the Code (generally, property held for
investment). For purposes of this section, a “U.S. holder” is a beneficial owner of Parent common stock
that is, for U.S. federal income tax purposes:
x

an individual who is a citizen or resident of the United States;

x

a corporation, or other entity taxable as a corporation for U.S. federal income tax purposes,
created or organized under the laws of the United States or any state or political subdivision
thereof;

x

an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or

x

a trust, if (i) a court within the United States is able to exercise primary jurisdiction over its
administration and one or more U.S. persons have the authority to control all of its substantial
decisions, or (ii) in the case of a trust that was treated as a domestic trust under the law in effect
before 1997, a valid election is in place under the applicable Treasury Regulations to be treated as
a U.S. person.

This summary does not discuss all aspects of U.S. federal income taxation that may be relevant to
particular holders of Parent common stock in light of their particular circumstances, nor does it address
the consequences to holders of Parent common stock subject to special treatment under the Code
including, but not limited to:
x

non-U.S. persons, non-U.S. entities and U.S. expatriates;

x

tax-exempt entities and pension funds;

x

banks, trusts, financial institutions, or insurance companies;

x

broker-dealers;

x

partners in partnerships (or entities or arrangements treated as partnerships for U.S. federal
income tax purposes) that hold Parent common stock;
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x

partnerships, S corporations and other pass-through entities (or investors therein);

x

dealers or traders in securities who elect to apply a mark-to-market method of accounting;

x

stockholders who hold Parent common stock as part of a “hedge,” “straddle,” “conversion,”
“synthetic security,” “integrated investment,” “constructive sale transaction” other risk reduction
transaction for U.S. federal income tax purposes;

x

individuals who receive Parent or FBTS common stock upon the exercise of employee stock
options or otherwise as compensation;

x

stockholders whose functional currency is not the U.S. Dollar;

x

holders who are liable for the alternative minimum tax; or

x

any holders who actually or constructively own five percent or more, by voting power or value, of
Parent common stock).

This discussion also does not address any U.S. federal estate, gift or other non-income tax
consequences or any state, local or non-U.S. tax consequences or the consequences of the Medicare tax on
net investment income. The distribution may be taxable under such other tax laws and all holders
should consult their own tax advisors with respect to the applicability and effect of any such tax laws.
If a partnership (including any entity or arrangement taxable as a partnership for U.S. federal
income tax purposes) holds shares of Parent common stock, the tax treatment of a partner in such
partnership generally will depend upon the status of the partner and the activities of the partner and the
partnership. Holders of Parent common stock that are partnerships (or other entities or arrangements
taxable as partnerships for U.S. federal income tax purposes) and partners in such partnerships should
consult their own tax advisors regarding the U.S. federal income tax consequences of the distribution.
THE FOLLOWING DISCUSSION IS A SUMMARY OF THE MATERIAL U.S.
FEDERAL INCOME TAX CONSEQUENCES OF THE DISTRIBUTION UNDER CURRENT
U.S. FEDERAL INCOME TAX LAW. ALL HOLDERS SHOULD CONSULT THEIR OWN TAX
ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCES OF THE DISTRIBUTION TO
THEM, INCLUDING THE APPLICATION AND EFFECT OF U.S. FEDERAL, STATE, LOCAL
AND NON-U. S. TAX LAWS.
Treatment of the Distribution
It is a condition to the distribution that Parent receive an opinion from Parent’s tax counsel,
satisfactory to Parent’s board of directors, to the effect that the distribution should qualify under Section
355 of the Code. Except as otherwise noted, it is expected that the distribution should qualify as a
transaction that is tax-free for U.S. federal income tax purposes to Parent and the holders of Parent
common stock. The tax opinion is generally expected to conclude that, for United States federal income
tax purposes:
x

no gain or loss should be recognized by, and no amount should be includible in the income of,
Parent as a result of the distribution;

x

no gain or loss should be recognized by, and no amount should be included in the income of, U.S.
holders of Parent common stock upon the receipt of FBTS common stock in the distribution;
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x

the aggregate tax basis of Parent common stock and FBTS common stock received in the
distribution in the hands of each U.S. holder of Parent common stock immediately after the
distribution should equal the aggregate basis of Parent common stock held by the U.S. holder
immediately before the distribution, allocated between Parent common stock and FBTS common
stock in proportion to their relative fair market values on the date of the distribution; and

x

each U.S. holder’s holding period in FBTS common stock received in the distribution should
generally include the holding period of their shares of Parent common stock with respect to which
the distribution is made.

Parent stockholders that have acquired different blocks of Parent common stock at different times
or at different prices should consult their tax advisors regarding the allocation of their aggregate adjusted
basis among, and their holding period of, our shares distributed with respect to blocks of Parent common
stock.
The tax opinion will be based upon, among other things, various factual representations and
assumptions, as well as certain undertakings made by Parent and FBTS. If any of those factual
representations or assumptions are untrue or incomplete in any material respect, any undertaking is not
complied with, or the facts upon which the opinion will be based are materially different from the facts at
the time of the distribution, the distribution may not qualify for tax-free treatment. In rendering the tax
opinion, Parent’s counsel also will rely on certain covenants that we and Parent enter into, including the
adherence to certain restrictions on Parent’s and our future actions. The tax opinion will be expressed as
of the date of the distribution and will not cover subsequent periods. As a result, the tax opinion is not
expected to be issued until the closing date of the distribution.
Opinions of counsel represents counsel’s best judgment based on current law and are not binding
on the IRS or the courts. As a result, the conclusions expressed in an opinion of counsel could be
challenged by the IRS or another tax authority could adopt a position contrary to one or all those
conclusions and that a court could sustain that contrary position. The tax opinion is not binding on the
IRS or a court, and there can be no assurance that the IRS will not challenge the validity of the
distribution as a tax-free transaction under Section 355 of the Code or that any such challenge ultimately
will not prevail. If the IRS prevails in such a challenge, the tax consequences described above would not
apply and Parent and the holders of Parent common stock could be subject to significant U.S. federal
income tax liability.
If the distribution were determined not to qualify as a tax-free transaction under Section 355 of
the Code, each U.S. holder generally would be treated as receiving a taxable distribution in an amount
equal to the fair market value of the shares of FBTS common stock received by such holder, and such
taxable distribution would be treated as a dividend to the extent of such holder’s pro rata share of Parent’s
current and accumulated earnings and profits, including Parent’s taxable gain, if any, on the distribution,
as determined under U.S. federal income tax principles. To the extent such taxable distribution exceeds
Parent’s current and accumulated earnings and profits, each U.S. holder generally would be treated as
receiving a tax-free return of capital to the extent of such U.S. holder’s adjusted basis in its Parent
common stock, and any amount exceeding such U.S. holder’s adjusted basis will be treated as capital gain
from the sale or exchange of Parent stock. Additionally, if the distribution were determined not to qualify
as a tax-free transaction under Section 355 of the Code, then Parent would recognize corporate level
taxable gain on the distribution in an amount equal to the excess, if any, of the fair market value of FBTS
common stock distributed to Parent stockholders on the distribution date over Parent’s tax basis in such
stock.
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Even if the distribution otherwise qualifies as a tax-free transaction under Section 355 of the
Code, the distribution could result in corporate level taxable gain to Parent under Section 355(e) of the
Code if we undergo a 50 percent or greater ownership change as part of a plan or series of related
transactions that includes the distribution and potentially including transactions occurring after the
distribution. The process for determining whether one or more acquisitions or issuances triggering this
provision has occurred, the extent to which any such acquisitions or issuances results in a change of
ownership and the cumulative effect of any such acquisitions or issuances together with any prior
acquisitions or issuances is complex, inherently factual and subject to interpretation of the facts and
circumstances of a particular case. Any acquisitions or issuances of our stock within a two-year period
after the distribution generally are presumed to be part of such a plan, although we may be able to rebut
that presumption. If an acquisition or issuance of stock triggers the application of Section 355(e) of the
Code, Parent would recognize taxable gain as described above, but the distribution would be tax-free to
each Parent stockholder. In certain cases, we may be required to indemnify Parent for all or part of the tax
liability resulting from the application of Section 355(e). In connection with the distribution, Parent and
FBTS will enter into a tax matters agreement pursuant to which Parent and FBTS will be responsible for
certain liabilities and obligations following the distribution. In general under the terms of the tax matters
agreement, for the two-year period following the distribution, Parent and FBTS will be prohibited, except
in certain circumstances, from:
x

entering into any transactions resulting in the acquisition of 40% or more of our stock or
substantially all of our assets, whether by merger or otherwise;

x

merging, consolidating or liquidating;

x

undertake or permit any transaction relating to Parent or FBTS stock, including issuances,
redemptions or repurchases beyond certain thresholds; or

x

ceasing to actively conduct our business.

For a discussion of the tax matters agreement, see “Certain Relationships and Related Person
Transactions—Agreements with Parent—Tax Matters Agreement.” The indemnification obligations of
FBTS to Parent and Parent to FBTS under the tax matters agreement in the event that the distribution fails
to qualify as a tax-free transaction are not expected to be limited in amount or subject to any cap. If FBTS
is required to pay any taxes or indemnify Parent and its subsidiaries or directors or officers subject to
exposure, FBTS may be subject to substantial liabilities.
Information Reporting and Backup Withholding
U.S. Treasury Regulations require certain stockholders that receive stock in a distribution to
attach a detailed statement setting forth certain information relating to the distribution to their respective
U.S. federal income tax returns for the year in which the distribution occurs. Within 45 days after the
distribution, Parent will provide stockholders who receive FBTS common stock in the distribution with
the information necessary to comply with such requirement. In addition, all stockholders are required to
retain permanent records relating to the amount, basis, and fair market value of FBTS common stock
received in the distribution and to make those records available to the IRS upon request of the IRS.

- 53 -

DESCRIPTION OF FBTS’S CAPITAL STOCK
Our articles of incorporation and bylaws will be amended and restated prior to the distribution.
The following is a summary of the material terms of our capital stock that will be contained in the
amended and restated articles of incorporation and amended and restated bylaws, and is qualified in its
entirety by reference to these documents. Copies of the forms of our amended and restated articles of
incorporation and amended and restated bylaws described below are available upon request. Prior to the
distribution date, Parent, as our sole shareholder, will approve and adopt our amended and restated
articles of incorporation, and our board of directors will approve and adopt our amended and restated
bylaws. For more information on how you can obtain our amended and restated articles of incorporation
and our amended and restated bylaws, see “Where You Can Find More Information” on page 59 of this
information statement. We urge you to read our amended and restated articles of incorporation and our
amended and restated bylaws in their entirety.
Authorized Capital Stock
Our authorized capital stock will consist of 5,000,000 shares of common stock, par value $0.01
per share, and 2,000,000 shares of preferred stock, par value $0.01 per share.
Common Stock
Immediately following the distribution, we expect that approximately 3,087,488 shares of our
common stock will be issued and outstanding based upon approximately 3,087,488 shares of Parent
common stock outstanding as of March 15, 2019.
Voting Rights. The holders of our common stock will be entitled to one vote in person or by
proxy for each share on all matters on which such shareholders are entitled to vote except as specifically
stated in our amended and restated articles of incorporation. Our amended and restated articles of
incorporation will not authorize cumulative voting for holders of shares of our common stock.
Quorum. The holders of a majority of the shares of our capital stock issued and outstanding and
entitled to vote, present in person or represented in proxy, will constitute a quorum at all meetings of the
shareholders.
Annual Election of Directors. Commencing with the first annual meeting of shareholders
following the distribution, directors will be elected at the annual meeting of shareholders. Thereafter, each
director elected will hold office until the next annual meeting of shareholders and until his or her
successor is duly elected and qualified or until his or her earlier resignation, removal from office, death or
incapacity. Except in a contested election, the vote required for the election of a director by the
shareholders will be a majority of the votes cast in favor of the nominee. In a contested election, a director
shall be elected by a plurality of the votes so cast in favor of the nominee. Unless otherwise provided in
the articles of incorporation, each shareholder represented at a meeting of the shareholders shall be
entitled to cast one vote for each share of capital stock of the corporation entitled to vote thereat held by
such shareholder. “Votes cast” do not include abstentions or shares as to which a shareholders gives no
authority or discretion, including “broker non-votes.” A majority of the votes cast means that the number
of votes cast “for” a director’s election exceeds the number of votes cast “against” that director’s election.

- 54 -

Meetings of Shareholders. At the time of the distribution, our amended and restated bylaws will
provide that special meetings of the shareholders may be called by our corporate secretary at the request
of our chairman, chief executive officer or by a resolution duly adopted by the affirmative vote of a
majority of our board of directors and may be called by our corporate secretary at the request in writing of
a shareholder or group of shareholders that have, among other things, at least 25% or more of the
outstanding stock entitled to vote as of the date of the request.
Dividends and Liquidation Rights. The holders of shares of common stock will be entitled to
receive ratably the dividends and other distributions in cash, stock or property of our company when, as
and if declared thereon by the board of directors in its sole discretion from time to time out of our assets
or funds legally available, subject to any preferential rights of any then outstanding preferred stock and
any other provisions of the articles of incorporation. Upon liquidation, dissolution or winding-up of our
company, whether voluntary or involuntary, after payment or provision for payment of our debts and
other liabilities, holders of our common stock would be entitled to receive all remaining assets of our
company available for distribution to the shareholders, ratably in proportion to the number of shares of
common stock held by the shareholders and subject to any preferential rights of any then outstanding
preferred stock.
Miscellaneous. After the distribution, all outstanding shares of our common stock will be fully
paid and non-assessable. Holders of common stock will not be entitled to preemptive or subscription
rights. There are no redemption or sinking fund provisions applicable to our common stock.
Preferred Stock
Our amended and restated articles of incorporation will authorize the FBTS board of directors,
without further action by our shareholders, to issue shares of preferred stock and to fix by resolution the
designations, preferences and relative, participating, optional or other special rights, and such
qualifications, limitations or restrictions thereof, including, without limitation, redemption rights,
dividend rights, liquidation preferences and conversion or exchange rights of any class or series of
preferred stock, and to fix the number of classes or series of preferred stock, the number of shares
constituting any such class or series and the voting powers for each class or series.
Anti-Takeover Considerations
The provisions of the IBCA, our amended and restated articles of incorporation and our amended
and restated bylaws contain provisions that could serve to discourage or to make more difficult a change
in control of us without the support of our board of directors or without meeting various other conditions.
These provisions, summarized below, are expected to discourage certain types of coercive takeover
practices and takeover bids that our board of directors may consider inadequate and to encourage persons
seeking to acquire control of us to first negotiate with our board of directors. We believe that the
advantages of increased protection resulting from the greater likelihood of negotiation with the proponent
of an unfriendly or unsolicited proposal to acquire or restructure us outweigh the disadvantages of
discouraging takeover or acquisition proposals because, among other things, negotiation of these
proposals could result in an improvement of their terms.
State Takeover Legislation
Upon the distribution, we will be subject to Section 11.75 of the Illinois Business Corporation
Act of 1983 (IBCA), an anti-takeover statute. In general, Section 11.75 of the IBCA, subject to certain
exceptions set forth therein, prohibits a business combination between a corporation and an interested
shareholder within three years of the time such shareholder became an interested shareholder, unless
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(a) prior to such time, the board of directors of the corporation approved either the business combination
or the transaction that resulted in the shareholder becoming an interested shareholder, (b) upon
consummation of the transaction that resulted in the shareholder becoming an interested shareholder, the
interested shareholder owned at least 85% of the voting stock of the corporation outstanding at the time
the transaction commenced, exclusive of shares owned by directors who are also officers and by certain
employee stock plans, or (c) at or subsequent to such time, the business combination is approved by the
board of directors and authorized by the affirmative vote at a shareholders’ meeting of at least 66.67% of
the outstanding voting stock which is not owned by the interested shareholder.
Except as otherwise set forth in Section 11.75, an interested shareholder is defined to include
(i) any person that is the owner of 15% or more of the outstanding voting stock of the corporation, or is an
affiliate or associate of the corporation and was the owner of 15% or more of the outstanding voting stock
of the corporation at any time within three years immediately prior to the date of determination; and
(ii) the affiliates and associates of any such person.
The provisions of Section 11.75 may encourage persons interested in acquiring us to negotiate in
advance with our board of directors, because the shareholder approval requirement would be avoided if a
majority of the directors then in office approve either the business combination or the transaction which
results in any such person becoming an interested shareholder. These provisions also may have the effect
of preventing changes in our management. It is possible that these provisions could make it more difficult
to accomplish transactions which our shareholders may otherwise deem to be in their best interests.
No Cumulative Voting
Illinois law permits shareholders to cumulate their votes and either cast them for one candidate or
distribute them among two or more candidates in the election of directors unless expressly prohibited in a
corporation’s articles of incorporation or bylaw. Our amended and restated articles of incorporation will
prohibit cumulative voting for holders of shares of our common stock.
Requirements for Advance Notification of Shareholder Nominations and Proposals
Our amended and restated bylaws will establish advance notice procedures with respect to
shareholder proposals and nomination of candidates for election as directors other than nominations made
by or at the direction of its board of directors or a committee of its board of directors. Generally, such
proposal shall be made not later than the close of business on the 90th day, nor earlier than the close of
business on the 120th day in advance of the first anniversary of the date of the previous year’s annual
meeting of shareholders. For purposes of the next annual meeting of shareholders, proposals and
nominations must be received from shareholders not later than the close of business on the 30th day
following the day on which notice of the date of the next annual meeting was mailed or public
announcement of the date of the next annual meeting was first made, whichever occurs first.
Our amended and restated bylaws will establish proxy access notice procedures with respect to
shareholder nominations of candidates for election as directors whereby whenever the board of directors
solicits proxies with respect to the election of directors at an annual meeting of shareholders, the company
shall include in its proxy statement for such annual meeting, the name, together with certain required
information of any eligible shareholder nominee for election to the board of directors for any eligible
shareholder or shareholders that provide a timely notice of proxy access nomination and expressly elect to
have their nominee included in the company’s proxy materials.
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These advance notice provisions may have the effect of precluding a contest for the election of
our directors or the consideration of shareholder proposals if the proper procedures are not followed, and
of discouraging or deterring a third party from conducting a solicitation of proxies to elect its own slate of
directors or to approve its own proposal, without regard to whether consideration of those nominees or
proposals might be harmful or beneficial to us and our shareholders.
Shareholder Action by Written Consent
Our amended and restated articles of incorporation will expressly eliminate the right of our
shareholders to act by written consent. Shareholder action must take place at the annual or a special
meeting of our shareholders.
Size of Our Board of Directors and Vacancies
Our amended and restated bylaws will provide that the number of directors on our board of
directors will be fixed from time to time by resolution adopted by a majority of the entire board of
directors. Under our amended and restated bylaws, the power to fill vacancies and newly created
directorships resulting from any increase in the authorized number of directors will be vested in the board
of directors. If there are no directors in office, then an election of directors may be held in the manner
provided by statute. In the event of one or more vacancies in the board of directors, the remaining
directors, except as otherwise provided by law or the amended and restated bylaws, may exercise the
powers of the full board of directors until the vacancies are filled.
Undesignated Preferred Stock
The authority that our board of directors will possess to issue preferred stock could potentially be
used to discourage attempts by third parties to obtain control of FBTS through a merger, tender offer,
proxy contest or otherwise by making such attempts more difficult or more costly. Our board of directors
may be able to issue preferred stock with voting rights or conversion rights that, if exercised, could
adversely affect the voting power of the holders of common stock.
Limitations on Liability and Indemnification of Officers and Directors
The IBCA authorizes corporations to limit or eliminate the personal liability of directors to
corporations and their shareholders for monetary damages for breaches of directors’ fiduciary duties as
directors, and our amended and restated articles of incorporation will include such an exculpation
provision. Under the provisions of our amended and restated articles of incorporation and amended and
restated bylaws, each person who is or was one of our directors or officers shall be indemnified by us as
of right to the fullest extent authorized by the IBCA against all expense, liability and loss (including
attorneys’ fees) reasonably incurred or suffered by such person in connection with the proceeding.
Under the IBCA, to the extent that a person is successful on the merits in defense of a suit or
proceeding brought against him because he is or was one of our directors or officers, he or she shall be
indemnified against expenses (including attorneys’ fees) actually and reasonably incurred in connection
with such action.
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Under our amended and restated bylaws, the right to indemnification includes the right to be paid
by us the expenses incurred in defending any action, suit or proceeding in advance of its final disposition,
subject to the receipt by us of a statement or statements from the claimant requesting and reasonably
evidencing such advance or advances from time to time. In any action by an indemnitee to enforce a right
to indemnification or by us to recover advances made, the burden of proving that the indemnitee is not
entitled to be indemnified is placed on us.
The limitation of liability and indemnification provisions in our amended and restated articles of
incorporation and amended and restated bylaws may discourage shareholders from bringing a lawsuit
against directors for breach of their fiduciary duty. These provisions may also have the effect of reducing
the likelihood of derivative litigation against our directors and officers, even though such an action, if
successful, might otherwise benefit FBTS and our shareholders. However, these provisions do not limit or
eliminate our rights, or those of any shareholder, to seek non-monetary relief such as injunction or
rescission in the event of a breach of a director’s duty of care. The provisions do not alter the liability of
directors under the federal securities laws. In addition, your investment may be adversely affected to the
extent that, in a class action or direct suit, we pay the costs of settlement and damage awards against
directors and officers pursuant to these indemnification provisions. There is currently no pending material
litigation or proceeding against any of our directors, officers or employees for which indemnification is
sought.
Exclusive Forum
Our amended and restated articles of incorporation will provide that unless we consent in writing
to the selection of an alternative forum, the state or federal courts of the State of Illinois, to the fullest
extent permitted by law, will be the sole and exclusive forum for:
x

any derivative action or proceeding brought on behalf of us;

x

any action asserting a claim for breach of a fiduciary duty owed by any of our directors,
officers or other employees of the company to us or our shareholders; or

x

any action asserting a claim arising pursuant to any provision of the Illinois Business
Corporation Act.

Transfer Agent and Registrar
After the distribution, the transfer agent and registrar for our common stock will be American
Stock Transfer and Trust Company, LLC (AST).
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WHERE YOU CAN FIND MORE INFORMATION
Parent has previously furnished, or made available to, holders of Parent’s common stock with
annual reports containing consolidated financial statements of Parent and FBTS prepared in accordance
with GAAP and audited and reported on, with an opinion expressed, by an independent registered public
accounting firm.
You should rely only on the information contained in this information statement or to which we
have referred you. Copies of the forms of material agreements described herein are available upon
request. We have not authorized any person to provide you with different information or to make any
representation not contained in this information statement.
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UNAUDITED COMPILED FINANCIAL STATEMENTS:
The following compiled financial statements consist of unaudited statements of income for the
year ended December 31, 2018 and 2017, and an unaudited balance sheet as of December 31, 2018 and
2017.
The unaudited compiled financial statements do not illustrate the financial impacts of the
distribution and the related transactions.
The unaudited compiled financial statements are for informational purposes only and do not
purport to project FBTS’s financial performance for any future period. The unaudited compiled financial
statements are based on information and assumptions, which are described in the accompanying notes.
The unaudited compiled financial statements reported below should be read in conjunction with
the section herein entitled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations”, as well as the unaudited interim financial statements and the corresponding notes included
elsewhere in this information statement.
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First Bankers Trust Services, Inc. (Company) provides asset and custodial
management for clients throughout the country. All administration is
conducted in Quincy, IL, with sales offices in Hinsdale, IL, St. Peters, MO,
Philadelphia, PA, Atlanta, GA and Phoenix, AZ.

sell the security prior to recovery. If the Company does not intend to sell the
security, and it is unlikely the entity will be required to sell the security before
recovery of its amortized cost basis, the Company will recognize the credit
component of an other-than-temporary impairment of a debt security in
earnings and the remaining portion in other comprehensive income. For held
to maturity debt securities, the amount of an other-than-temporary
impairment recorded in other comprehensive income for the noncredit portion
would be amortized prospectively over the remaining life of the security on the
basis of the timing of future estimated cash flows of the security.

Trust Services Fiduciary Activities and Assets

Fee Income Receivable and Deferred Fee Income

The Company provides fiduciary related services, including asset
management and custodial services to individual and corporate clients.
Assets held by the Company on the behalf of clients are not assets of the
Company, and accordingly, are not included in the financial statements.
Assets under management totaled $9,810,817,949 and $9,203,056,938 as
of December 31, 2018 and 2017, respectively. During the course of
discharging its respective responsibilities for each client, the Company is
subject to a number of federal and state regulatory bodies and associated
rules governing each type of account. The Company is regulated by the
Federal Reserve Bank of St. Louis and the Illinois Department of Financial and
Professional Regulation.

The Company collects fees for services in either of one of two methods: in
arears or in advance. For accounts that pay after the services are completed,
those fees are collected at the end of the billing period. For most other
accounts, clients pay for services at the beginning of the service period.
Revenues are recognized ratably during the term of the service period which
is typically year-to-year. Uncollectible amounts are written off when there is
no reasonable chance of collection. There was no provision for doubtful
accounts charged to expense in 2018 and 2017 and $45,000 allowance
recorded as of December 31, 2018 and 2017.

1. Nature of Business and Summary of Significant
Accounting Policies
Nature of Business

Premises, Furniture and Equipment
Premises, furniture and equipment are stated at cost less accumulated
depreciation. Depreciation is determined using the straight-line method over
the estimated useful lives of the assets.

Accounting Estimates
The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Goodwill
Goodwill represents the excess of cost over fair value of net assets acquired
in connection with business combinations. Goodwill is evaluated for
impairment annually or whenever events or changes in circumstances
indicate that it is more likely than not that an impairment loss has occurred.
The Company has completed its annual goodwill impairment test and has
determined that goodwill was not impaired at December 31, 2018 and 2017.

Presentation of Cash Flows
For purposes of reporting cash flows, cash and due from banks includes cash
on hand and amounts due from banks, including cash items in process of
clearing.

Income Taxes
Deferred taxes are provided on a liability method whereby deferred tax assets
are recognized for deductible temporary differences and operating loss and
tax credit carryforwards and deferred tax liabilities are recognized for taxable
temporary differences. Temporary differences are the differences between
the reported amounts of assets and liabilities and their tax bases. Deferred
tax assets are reduced by a valuation allowance when, in the opinion of
management, it is more likely than not that some portion or all of the deferred
tax assets will not be realized. Deferred tax assets and liabilities are adjusted
for the effects of changes in the tax laws and rates on the date of enactment.

Securities
Securities available for sale are accounted for at fair value and the unrealized
holding gains or losses, net of their deferred income tax effect, are presented
as increases or decreases in accumulated other comprehensive income, as a
separate component of equity.
Realized gains and losses on sales of securities are based upon the adjusted
book value of the specific securities sold and are included in earnings.

When the tax returns are filed, it is highly certain that some positions taken
would be sustained upon examinations by the taxing authorities, while others
could be subject to uncertainty about the merits of the position taken. The
Company may recognize the tax benefit from an uncertain tax-position only if
it is more-likely-than-not that the tax position will be sustained on examination
by taxing authorities, based on the technical merits of the position. The tax
benefits recognized in the financial statements from such a position are
measured based on the largest benefit that has a greater than 50% likelihood
of being realized upon ultimate settlement. Management evaluated the
Company’s tax positions and concluded that the Company had taken no
uncertain tax positions that require adjustment to the financial statements.

There were no trading securities or held to maturity securities as of
December 31, 2018 and 2017.
All securities are evaluated to determine whether declines in fair value below
their amortized cost are other-than-temporary. In estimating other-thantemporary impairment losses on debt securities, management considers a
number of factors including, but not limited to (1) the length of time and extent
to which the fair value has been less than amortized cost, (2) the financial
condition and near-term prospects of the issuer, (3) the current market
conditions and (4) the intent of the Company to not sell the security prior to
recovery and whether it is not more-likely-than-not that it will be required to
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In January 2016 FASB issued ASU 2016-01, Financial Instruments Recognition and Measurement of Financial Assets and Liabilities. The new
guidance is intended to improve the recognition and measurement of financial
instruments by requiring: equity investments (other than equity method or
consolidation) to be measured at fair value with changes in fair value
recognized in net income; public business entities must use the exit price
notion when measuring the fair value of financial instruments for disclosure
purposes; separate presentation of financial assets and financial liabilities by
measurement category and form of financial assets on the balance sheet or
the accompanying notes to the financial statements; and eliminating the
requirement to disclose the fair value of financial instruments measured at
amortized cost for organizations that are not public business entities. The new
guidance is effective for fiscal years beginning after December 15, 2017. The
standard was adopted by the Company on January 1, 2018, and adoption had
no significant impact on the financial statements.

The Company recognizes interest and penalties on income taxes as a
component of income tax expense.
With few exceptions, the Company is no longer subject to U.S. federal or state
and local income tax examinations by tax authorities for years before 2015.

Comprehensive Income
Comprehensive income is defined as the change in equity during a period from
transactions and other events from non-owner sources. Comprehensive
income is the total of net income and other comprehensive income, which for
the Company, is comprised of unrealized gains and losses on securities
available for sale.

Subsequent Events
The Company has evaluated all subsequent events through April 26, 2019,
the date that the financial statements were available to be issued.

In February 2018, the FASB issued ASU 2018-02 Income StatementReporting Comprehensive Income (Topic 220). The FASB issued this standard
to allow a one-time reclassification from accumulated other comprehensive
income to retained earnings for stranded tax effects resulting from the Tax
Cuts and Jobs Act enacted on December 22, 2017. The standard is effective
for fiscal years beginning after December 15, 2018 with early adoption
permitted. The Company has early adopted the standard effective
December 31, 2017 and the effect of adoption of $4,229 on other
comprehensive income and retained earnings is shown in the statement of
changes in stockholder’s equity.

Current Accounting Developments
In May 2014, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with
Customers (Topic 606), requiring an entity to recognize the amount of revenue
to which it expects to be entitled for the transfer of promised goods or services
to customers. ASU 2014-09 was extended by one year by ASU 2015-14,
which was issued by the FASB in August 2015. The updated standard will
replace most existing revenue recognition guidance in U.S. GAAP when it
becomes effective and permits the use of either a full retrospective or
retrospective with cumulative effect transition method. The updated standard
will be effective for annual reporting periods beginning after December 15,
2017. The standard was adopted by the Company on January 1, 2018, and
adoption had no significant impact on the financial statements.

In March 2017, the FASB issued ASU 2017-08 Receivables-Nonrefundable
Fees and Other Costs Subtopic 310-20: Premium Amortization on Purchased
Callable Debt Securities. The Board issued the Standard to amend the
amortization period for certain purchased callable debt securities held at a
premium. The standard shortens the amortization period for the premium to
the earliest call date. The Company has adopted the standard effective March
2017 and adoption had no significant impact on the financial statements.

2. Securities
The amortized cost and fair values of securities as of December 31, 2018 and 2017 are as follows:
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The following table shows the Company’s available for sale securities’ gross unrealized losses and fair value, aggregated by investment category and length of
time that individual securities have been in a continuous unrealized loss position at December 31, 2018 and 2017:

/HVVWKDQ0RQWKV


0RQWKVRU0RUH

8QUHDOL]HG
)DLU9DOXH

/RVVHV

7RWDO

8QUHDOL]HG
)DLU9DOXH

8QUHDOL]HG

/RVVHV

)DLU9DOXH

/RVVHV

6(&85,7,(6$9$,/$%/()256$/(
86JRYHUQPHQWDJHQF\ERQGV

  

  

  

6WDWHDQGSROLWLFDOVXEGLYLVLRQV

    
  

  

  
  

/HVVWKDQ0RQWKV

0RQWKVRU0RUH

7RWDO



8QUHDOL]HG
)DLU9DOXH

/RVVHV

8QUHDOL]HG
)DLU9DOXH

8QUHDOL]HG

/RVVHV

)DLU9DOXH

/RVVHV

6(&85,7,(6$9$,/$%/()256$/(
86JRYHUQPHQWDJHQF\ERQGV

  

6WDWHDQGSROLWLFDOVXEGLYLVLRQV

    

  

    

  
  

2WKHULQYHVWPHQWV

  

  

  

  

As of December 31, 2018, the investment portfolio included 13 securities. Of this number, 10 securities have current unrealized losses and 9 of them have
current unrealized losses which have existed for longer than one year. All of the debt securities with unrealized losses are considered to be acceptable credit risks.
Because the declines in fair value were due to change in market interest rates, not in estimated cash flows, no other-than-temporary impairment was recorded at
December 31, 2018 and 2017. In addition, the Company does not have the intent to sell these debt securities and it is unlikely that the Company will be required
to sell these debt securities prior to their anticipated recovery.
As of December 31, 2018 and 2017, securities with a carrying value of approximately $1,100,000 were pledged to various state regulatory authorities for trust
operations.
The amortized cost and fair value of securities available for sale at December 31, 2018 are shown below by contractual maturity. Expected maturities will differ
from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties:
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Gross gains realized related to sales of securities available for sale for the years ended December 31, 2018 and 2017 were $480 and none, respectively.
There were no gross losses realized for the years ended December 31, 2018 and 2017.
The proceeds from sales of securities available for sale for the years ended December 31, 2018 and 2017 were $1,127,428 and none, respectively.

3. Premises, Furniture and Equipment
The cost, accumulated depreciation and net book value of premises, furniture and equipment as of December 31, 2018 and 2017 is summarized as follows:
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The financial statements include expense related to the 401(k) Plan of
$265,993 and $307,312 for the years ended December 31, 2018 and 2017,
respectively. The financial statements include expense related to the
incentive compensation plan of $200,000 and $130,000, for the years ended
December 31, 2018 and 2017, respectively.

4. Commitments and Contingencies
The Company had legal proceedings that settled during the years ended
December 31, 2017 and 2018. This resulted in losses totaling approximately
$1,750,000 for the year ended December 31, 2017 which is included within
other expenses on the statements of income. In addition, the Company
accrued $1,000,000 for legal proceedings that were still open as of
December 31, 2017 which is included within accounts payable and accrued
expenses on the December 31, 2017 balance sheet. During 2018, the
Company reversed this accrual which is within professional fees on the
statement of income for the year ended December 31, 2018. As of
December 31, 2018, there are no outstanding legal proceedings against the
Company.

6. Dividends and Minimum Organizational Capital
The Company’s stockholder is entitled to receive such dividends as are
declared by the Company’s Board of Directors. The ability of the Company to
pay dividends in the future is dependent upon and regulated by financial
regulatory statute. The timing and amount of dividends will depend on
earnings, capital requirements and financial condition of the Company as well
as general economic conditions and other relevant factors affecting the
Company.

5. Benefits

The Company is subject to the Illinois Department of Financial and
Professional minimum organizational capital requirement of $3,000,000.
Failure to meet minimum capital requirements can initiate certain mandatory
and possibly additional discretionary action by regulators that, if undertaken,
could have a direct material effect on the Company’s financial statements.
The Company had maintained its capital level in excess of the required
minimum as established by the Illinois Department of Financial and
Professional Regulation as of December 31, 2018 and 2017.

The Company has a 401(k) plan, which is a tax qualified savings plan, to
encourage its employees to save for retirement purposes or other
contingencies. All employees, working over 1,000 hours per year, of the
Company are eligible to participate in the Plan after completion of one year of
service and attaining the age of 21. The employee may elect to contribute a
percentage of their compensation before taxes in a traditional 401(k) and/or
a percentage of their compensation after taxes using the Company’s Roth
401(k) option. Based upon profits, as determined by the Company, a
contribution may be made by the Company. Employees are 100% vested in
the Company’s contribution to the plan after five years of service. Employee
contributions and vested Company contributions may be withdrawn only on
termination of employment, retirement, death or hardship withdrawal.

7. Related-Party Transactions
The Company has recognized intercompany management expense of
$43,526 and $43,596 for the years ended December 31, 2018 and 2017,
respectively, which is included within professional services on the statements
of income. The Company has also recognized intercompany income of
$70,016 for the years ended December 31, 2018 and 2017, which is
included in other income on the statements of income.

Under the various Employee Incentive Compensation Plans, the Company is
authorized and pursuant to the provisions of their individual plans, to
establish on an annual basis, a bonus fund, which will be distributed to certain
employees, based on their performance. The Employee Incentive
Compensation Plans do not become effective unless established income
levels and goals are met or exceeded.
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8. Income Tax Matters
As of December 31, 2018 and 2017, income tax expense of $939,200 and $478,030, respectively, was all current.
A reconciliation between income tax expense in the statements of income and the amount computed by applying the statutory federal income tax rate to income
before income taxes is as follows:
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Deferred tax assets of $33,372 and $12,690 was all related to unrealized gains (losses) on securities available for sale as of December 31, 2018 and 2017,
respectively. Deferred tax assets are included in other assets on the accompanying balance sheets.
On December 22, 2017 Congress passed the Tax Cuts and Jobs Act (TCJA) which reduced the corporate income tax rate from 34% to 21% effective January 1,
2018 and future years. Accounting standards require the effect of this impact on deferred income tax assets and liabilities to be recorded in the year of enactment.
The Company has recorded a reduction in its net deferred tax assets as a result of this change during the year ended December 31, 2017.

9. Fair Value Measurements
The Fair Value Measurements and Disclosures Topic of the FASB Accounting Standards Codification defines fair value, establishes a framework for measuring
fair value using a hierarchy system, and requires disclosure of fair value measurements. The hierarchy is intended to maximize the use of observable inputs and
minimize the use of unobservable inputs and includes three levels based upon the valuation techniques used. The three levels are as follows:
Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the ability to access as of the measurement date.
Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in markets that are not
active; or other inputs that are observable or can be corroborated by observable market data.
Level 3: Significant unobservable inputs that reflect a reporting entity’s own assumptions about the assumptions that market participants would use in pricing
an asset or liability.
A description of the valuation methodologies used for assets and liabilities measured at fair value, as well as the general classification of such instruments
pursuant to the valuation hierarchy, is set forth below:
Investment securities available for sale: Where quoted prices are available in an active market, securities are classified within Level 1 of the valuation hierarchy.
Level 1 securities would include highly liquid government bonds and exchange traded equities. If quoted market prices are not available, then fair values are
estimated by using pricing models, quoted prices of securities with similar characteristics, or discounted cash flow. Level 2 securities would include U.S. agency
securities, obligations of state and political subdivisions and certain corporate, asset based and other securities. In certain cases where there is limited activity or
less transparency around inputs to the valuation, securities are classified within Level 3 of the valuation hierarchy.
There have been no changes in valuation techniques used for any assets or liabilities measured at fair value during the years ended December 31, 2018 and
2017.
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Assets and Liabilities Recorded at Fair Value on a Recurring Basis
The following table summarizes assets and liabilities measured at fair value on a recurring basis as of December 31, 2018 and 2017, segregated by the level of
the valuation inputs within the fair value hierarchy utilized to measure fair value:
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10. Revenue Recognition
On January 1, 2018, the Company adopted ASU No. 2014-09 “Revenue from Contracts with Customers” (Topic 606) and all subsequent ASUs that modified Topic
606. As stated in Note 1 Summary of Significant Accounting Policies, the implementation of the new standard did not have a material impact on the measurement
or recognition of revenue; as such, a cumulative effect adjustment to opening retained earnings was not deemed necessary. Results for reporting periods
beginning after January 1, 2018 are presented under Topic 606, while prior period amounts were not adjusted and continue to be reported in accordance with
our historic accounting under Topic 605.
Topic 606 is applicable to revenue streams such as trust service fee income. However, the recognition of these revenue streams did not change significantly
upon adoption of Topic 606. Substantially all of the Company’s revenue is generated from contracts with customers in which fees earned from the management
and administration of trusts and other assets. The Company’s performance obligation is generally satisfied over time and the resulting fees are recognized
monthly, based upon the month-end market value of the assets under management and the applicable fee rate. Payment is generally either prepaid or paid at
the end of a specified period and can be paid through a direct charge to customers’ accounts. The Company does not earn performance-based incentives.
Optional services such as real estate sales and tax return preparation services are also available to existing trust and asset management customers. The
Company’s performance obligation for these transactional-based services is generally satisfied, and related revenue recognized, at a point in time (i.e., as
incurred). Payment is received shortly after services are rendered.
Contract Balances
A contract asset balance occurs when an entity performs a service for a customer before the customer pays consideration (resulting in a contract receivable) or
before payment is due (resulting in a contract asset). A contract liability is an entity’s obligation to transfer a service to a customer for which the entity has already
received payment (or payment is due) from the customer. The Company’s revenue streams are largely based on transactional activity, or standard month-end
revenue accruals such as asset management fees based on month-end market values. Consideration is often received immediately or shortly after the Company
satisfies its performance obligation and revenue is recognized. The Company does not typically enter into long-term revenue contracts with customers, and
therefore, does not experience significant contract balances. As of December 31, 2018 and December 31, 2017, the Company did not have any significant
contract balances.
Contract Acquisition Costs
In connection with the adoption of Topic 606, an entity is required to capitalize, and subsequently amortize into expense, certain incremental costs of obtaining
a contract with a customer if these costs are expected to be recovered. The incremental costs of obtaining a contract are those costs that an entity incurs to
obtain a contract with a customer that it would not have incurred if the contract had not been obtained (for example, sales commission). The Company utilizes
the practical expedient which allows entities to immediately expense contract acquisition costs when the asset that would have resulted from capitalizing these
costs would have been amortized in one year or less. Upon adoption of Topic 606, the Company did not capitalize any contract acquisition cost.
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UNAUDITED INTERIM FINANCIAL STATEMENTS
The following unaudited interim financial statements consist of unaudited statements of
income for the 3-month period ended March 31, 2019 and 2018, and an unaudited balance sheet
as of March 31, 2019 and 2018.
The unaudited interim financial statements do not illustrate the financial impacts of the
distribution and the related transactions.
The unaudited interim financial statements are for informational purposes only and do not
SXUSRUW WR SURMHFW )%76¶V financial performance for any future period. The unaudited interim
financial statements are based on information and assumptions.

Unaudited Interim Financial Statements

Balance Sheet
March 31,
ASSETS
Cash & Due from Banks, non-interest
Cash & Due from Banks, interest bearing
Total Cash and Due from Banks
Securities available for sale
Premises, furniture and equipment, net
Accrued interest receivable
Fee income receivable
Goodwill
Other Assets
TOTAL ASSETS

Q1 2018
$

Q1 2019

276,276
2,296,700
2,572,976
6,730,909
1,558,147
43,564
115,366
240,000
126,144
11,387,106

$

3,419,386
1,527,090
4,946,476

$

$

$

100,000
3,400,000
3,032,277
(91,647)
6,440,630

$

11,387,106

$

$

$

465,940
4,460,107
4,926,047
5,714,808
1,551,019
46,468
155,982
240,000
92,789
12,727,113

LIABILITIES
Deferred fee income
Accounts payable & accrued expenses
TOTAL LIABILITIES
STOCKHOLDER'S EQUITY
Common stock
Additional paid in capital
Retained Earnings
Accumulated other comprehensive (loss)
TOTAL STOCKHOLDER'S EQUITY
TOTAL LIABILITY & STOCKHOLDER'S
EQUITY

$
$
$

-1-

$

$

3,458,541
1,087,178
4,545,719
100,000
3,400,000
4,700,936
(19,542)
8,181,394
12,727,113

Statements of Income
March 31,
INCOME
Trust fees
Transaction fees
Distribution fees
Interest income, taxable
Interest income, non-taxable
Interest income, other
Gain on sale of securities available for sale
Other
Total income
EXPENSES
Salaries & employee benefits
Occupancy expense
Computer processing
Depreciation
Professional services
Other
Total expenses
Income before income taxes

Q1 2018
$

2,357,999
141,529
289,682
33,323
3,677
8,402
26,751
2,861,363

$

$

$
$
$

1,461,629
46,598
58,097
41,752
34,228
237,780
1,880,084
981,279
277,700

$
$
$

1,483,136
48,463
72,725
36,282
60,059
263,178
1,963,843
1,401,701
397,700

$

703,579

$

1,004,001

$
$

Income taxes
NET INCOME

-2-

Q1 2019

$

2,372,662
553,084
360,755
36,539
22,360
20,144
3,365,544

