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PART I: Item 1: Consolidated Financial Statements

SOUTHERN MISSOURI BANCORP, INC.
CONSOLIDATED BALANCE SHEETS
MARCH 31, 2010, AND JUNE 30, 2009

Cash and cash equivalents

Interest-bearing time deposits
Total cash equivalents

Available for sale securities

Stock in FHLB of Des Moines

Stock in Federal Reserve Bank of St. Louis

Loans receivable, net of allowance for loan losses of
$4,299,526 and $4,430,210 at March 31, 2010,
and June 30, 2009, respectively

Accrued interest receivable

Premises and equipment, net

Bank owned life insurance — cash surrender value

Intangible assets, net

Prepaid expenses and other assets
Total assets

Deposits
Securities sold under agreements to repurchase
Advances from FHLB of Des Moines
Accounts payable and other liabilities
Accrued interest payable
Subordinated debt

Total liabilities

Commitments and contingencies

Preferred stock, $.01 par value, $1,000 liquidation value;
500,000 shares authorized; 9,550 shares issued and outstanding

Common stock, $.01 par value; 4,000,000 shares authorized;
2,957,226 shares issued

Warrants to acquire common stock

Additional paid-in capital

Retained earnings

Treasury stock of 869,250 shares at March 31, 2010
and June 30, 2009, at cost

Accumulated other comprehensive income - AFS securities

Accumulated other comprehensive income - FAS 158
Total stockholders’ equity
Total liabilities and stockholders’ equity

March 31, 2010

(unaudited)
$39,987,169
1,188,000
41,175,169
67,366,917
2,920,800
583,100

396,674,649
2,520,740
9,512,420
7,768,647
1,677,407
8,742,567
$538,942,416

$411,654,477
29,043,670
43,500,000
1,638,256
911,442
7,217,000
493,964,845

9,413,029

29,572
176,790
16,361,211
32,243,256

(13,994,870
739,504
9,079
44,977,571
$538,942,416

June 30, 2009
$8,074,465

8,074,465
60,177,992
4,592,300

368,555,962
2,650,161
8,135,092
7,563,855
1,582,645
4,564,164
$465,896,636

$311,955,468
23,747,557
78,750,000
1,229,187
989,086
7,217,000
423,888,298

9,388,815

29,572
176,790
16,344,725
29,947,297

(13,994,870
106,930
9,079
42,008,338
$465,896,636
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See Notes to Consolidated Financial Statements
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SOUTHERN MISSOURI BANCORP, INC

CONSOLIDATED STATEMENTS OF INCOME

FOR THE THREE- AND NINE-MONTH PERIODS ENDED MARCH 31, 2010 AND 2009 (Unaudited)

INTEREST INCOME:
Loans
Investment securities
Mortgage-backed securities
Other interest-earning assets
Total interest income

INTEREST EXPENSE:
Deposits
Securities sold under agreements to repurchase
Advances from FHLB of Des Moines
Subordinated debt
Total interest expense

NET INTEREST INCOME
PROVISION FOR LOAN LOSSES

NET INTEREST INCOME AFTER
PROVISION FOR LOAN LOSSES

NONINTEREST INCOME:

Customer service charges

Loan late charges

Increase in cash surrender value of
bank owned life insurance

AFS securities losses due to
other-than-temporary-impairment

Other

Total noninterest income

NONINTEREST EXPENSE:
Compensation and benefits
Occupancy and equipment, net
DIF deposit insurance premium
Professional fees
Advertising
Postage and office supplies
Amortization of intangible assets
Other

Total noninterest expense

Three months ended

March 31,
2010 2009
$6,032,795 $5,613,302
317,234 163,294
419,064 510,534
35,646 2,769
6,804,739 6,289,899
2,066,575 1,736,540
64,911 44,959
610,648 851,239
54,199 81,708
2,796,333 2,714,446
4,008,406 3,575,453
160,000 410,000
3,848,406 3,165,453
313,919 266,096
55,257 40,108
67,158 67,036
276,525 208,818
712,859 582,058
1,607,635 1,269,556
482,043 400,689
141,491 132,217
51,350 70,020
44,536 50,397
96,470 77,163
73,035 63,814
742,777 276,720
3,239,337 2,340,576

Nine months ended

March 31,
2010 2009
$18,367,640 $17,136,933
827,197 499,774
1,320,352 1,264,734
79,511 34,849
20,594,700 18,936,290
5,927,460 5,378,811
168,164 186,974
2,203,148 2,598,181
171,359 285,186
8,470,131 8,449,152
12,124,569 10,487,138
680,000 1,010,000
11,444,569 9,477,138
1,004,402 922,441
156,842 115,230
204,792 206,445
- (678,973
842,111 592,900
2,208,147 1,158,043
4,730,554 3,642,457
1,401,452 1,147,165
410,450 222,979
227,071 181,988
187,460 153,851
297,909 221,216
216,031 191,443
1,885,692 823,185
9,356,619 6,584,284

)
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INCOME BEFORE INCOME TAXES 1,321,928

INCOME TAXES 244,900

NET INCOME 1,077,028
Less: effective dividend on preferred shares 127,556
Net income available to common shareholders $949,472

Basic net income per common share available to

common stockholders $0.46
Diluted net income per common share available to

common stockholders $0.45
Dividends per common share $0.12

See Notes to Consolidated Financial Statements

1,406,935

423,000

983,935

119,375
$864,560
$0.42

$0.42
$0.12

4,296,097
866,200
3,429,897
382,339
$3,047,558

$1.46

$1.45
$0.36

4,050,897
1,252,500
2,798,397
153,861
$2,644,536

$1.24

$1.24
$0.36
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SOUTHERN MISSOURI BANCORP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE-MONTH PERIODS ENDED MARCH 31, 2010 AND 2009 (Unaudited)

Cash flows from operating activities:
Net income

Items not requiring (providing) cash:
Depreciation
MRP and SOP expense
AFS losses due to other-than-temporary impairment
Gain on sale of foreclosed assets
Amortization of intangible assets
Increase in cash surrender value of bank owned life insurance
Provision for loan losses
Net amortization of premiums and discounts on securities
Deferred income taxes
Changes in:
Accrued interest receivable
Prepaid expenses and other assets
Accounts payable and other liabilities
Accrued interest payable

Net cash provided by operating activities

Cash flows from investing activities:

Net increase in loans
Net cash received in acquisitions
Proceeds from maturities of available for sale securities
Net redemptions (purchases) of Federal Home Loan Bank stock
Net purchases of Federal Reserve Bank of Saint Louis stock
Purchases of available-for-sale securities
Purchases of premises and equipment
Investments in state & federal tax credits
Proceeds from sale of foreclosed assets
Net cash used in investing activities

Cash flows from financing activities:

Preferred stock issued

Net increase in demand deposits and savings accounts

Net increase in certificates of deposits

Net increase in securities sold under agreements to repurchase
Proceeds from Federal Home Loan Bank advances
Repayments of Federal Home Loan Bank advances

Dividends paid on common and preferred stock

Exercise of stock options

Purchases of treasury stock

Nine months ended
March 31

2010
$3,429,897

533,690
16,486

(1,996
216,031
(204,792
680,000
138,703
(541,000

261,012
(1,463,280
(103,237
(138,664
2,822,850

(14,420,940
9,713,304
12,972,348
1,671,500
(583,100
(17,691,778
(530,355
(1,250,000
826,091
(9,292,930

64,762,432
5,871,963
5,296,113
30,950,000
(66,200,000
(1,109,724

~— N N

2009
$2,798,397

463,741
51,801
678,973
(18,974
191,443
(206,445
1,010,000
74,422
(293,000

(91,396
110,727
(34,201
(182,661
4,552,827

(16,893,436

5,203,501
(1,268,600

(23,780,825
(417,326
(1,263,944
233,750
(38,186,880

9,511,128
8,331,828
6,109,674
4,430,755
187,825,000
(179,375,000
(866,461
161,000
(1,507,755
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Net cash provided by financing activities 39,570,784 34,620,169
Increase in cash and cash equivalents 33,100,704 986,116
Cash and cash equivalents at beginning of period 8,074,465 8,022,408
Cash and cash equivalents at end of period $41,175,169 $9,008,524

Supplemental disclosures of cash flow information:

Noncash investing and financing activities:

Conversion of loans to foreclosed real estate $1,072,755 $268,000
Conversion of loans to other equipment 140,246 248,516
Cash paid during the period for:

Interest (net of interest credited) $3,365,117 $2,132,670
Income taxes 1,295,000 1,526,405

See Notes to Consolidated Financial Statements

10
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SOUTHERN MISSOURI BANCORP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note 1: Basis of Presentation

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America for interim financial information and with
the instructions to Form 10-Q and Rule 10-01 of Securities and Exchange Commission (SEC) Regulation S-X.
Accordingly, they do not include all of the information and footnotes required by accounting principles generally
accepted in the United States of America for complete financial statements. In the opinion of management, all
material adjustments (consisting only of normal recurring accruals) considered necessary for a fair presentation have
been included. The consolidated balance sheet of the Company as of June 30, 2009, has been derived from the
audited consolidated balance sheet of the Company as of that date. Operating results for the three- and nine-month
periods ended March 31, 2010, are not necessarily indicative of the results that may be expected for the entire fiscal
year. For additional information, refer to the Company’s June 30, 2009, Form 10-K, which was filed with the SEC and
the Company’s annual report, which contains the audited consolidated financial statements for the fiscal years ended
June 30, 2009 and 2008.

The accompanying consolidated financial statements include the accounts of the Company and its wholly owned
subsidiary, Southern Bank (Bank). All significant intercompany accounts and transactions have been eliminated in
consolidation.

Note 2: Fair Value Measurements

ASC Topic 820, Fair Value Measurements, defines fair value as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date. Topic 820
also establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs and minimize
the use of unobservable inputs when measuring fair value. The standard describes three levels of inputs that may be
used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted
prices in active markets that are not active; or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assets or liabilities

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets or liabilities

Following is a description of the valuation methodologies used for instruments measured at fair value on a recurring
basis and recognized in the accompanying balance sheet, as well as the general classification of such instruments
pursuant to the valuation hierarchy.

Available-for-sale Securities. Available-for-sale securities are recorded at fair value on a recurring basis.
Available-for-sale securities is the only balance sheet category our Company is required, in accordance with
accounting principles generally accepted in the United States of America (US GAAP), to carry at fair value on a
recurring basis. When quoted markets are available in an active market, securities are classified within Level 1. Level
1 securities include exchange-traded equities. If quoted market prices are not available, then fair values are estimated
using pricing models or quoted prices of securities with similar characteristics. For these securities, our Company

11
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obtains fair value measurements from an independent pricing service. The fair value measurements consider
observable data that may include dealer quotes, market spreads, cash flows, the U.S. Treasury yield curve, live trading
levels, trade execution data, market consensus prepayment speeds, credit information and the bond’s terms and

conditions, among other things.

U.S. government sponsored enterprises
(GSEs)

State and political subdivisions

Other securities

FHLMC preferred stock
Mortgage-backed GSE residential

Fair Value Measurements at March 31, 2010, Using:

Quoted Prices
in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
$11,466,988 $- $11,466,988 $-
19,325,053 - 19,325,053 -
458,051 - 458,051 -
13,800 13,800 - -
36,103,025 - 36,103,025 -

12
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Fair Value Measurements at June 30, 2009, Using:

Quoted Prices
in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

U.S. government sponsored enterprises
(GSEs) $3,278,708 $- $3,278,708 $-
State and political subdivisions 13,622,695 - 13,622,695 -
Other securities 2,999,656 - 2,999,656 -
FHLMC preferred stock 7,920 - 7,920 -
Mortgage-backed GSE residential 40,269,013 - 40,269,013 -

The following is a description of valuation methodologies used for financial assets measured at fair value on a
nonrecurring basis at March 31, 2010.

Impaired Loans (Collateral Dependent). A collateral dependent loan is considered to be impaired when it is probable
that all of the principal and interest due may not be collected according to its contractual terms. Generally, when a
collateral dependent loan is considered impaired, the amount of reserve required is measured based on the fair value of
the underlying collateral. The Company makes such measurements on all material collateral dependent loans deemed
impaired using the fair value of the collateral for collateral dependent loans. The fair value of collateral used by the
Company is determined by obtaining an observable market price or by obtaining an appraised value from an
independent, licensed or certified appraiser, using observable market data. This data includes information such as
selling price of similar properties and capitalization rates of similar properties sold within the market, expected future
cash flows or earnings of the subject property based on current market expectations, and other relevant factors. In
addition, management may apply selling and other discounts to the underlying collateral value to determine the fair
value. If an appraised value is not available, the fair value of the collateral dependent impaired loan is determined by
an adjusted appraised value including unobservable cash flows. The Company records collateral dependent impaired
loans as Nonrecurring Level 3. If a collateral dependent loan’s fair value, as estimated by the Companys, is less than its
carrying value, the Company either records a charge-off of the portion of the loan that exceeds the fair value or
establishes a specific reserve as part of the allowance for loan losses.

Foreclosed and Repossessed Assets Held for Sale. Foreclosed and repossessed assets held for sale are valued at the
time the loan is foreclosed upon or collateral is repossessed and the asset is transferred to foreclosed or repossessed
assets held for sale. The value of the asset is based on third party or internal appraisals, less estimated costs to sell and
appropriate discounts, if any. The appraisals are generally discounted based on current and expected market conditions
that may impact the sale or value of the asset and management’s knowledge and experience with similar assets. Such
discounts typically may be significant and result in a Level 3 classification of the inputs for determining fair value of
these assets. Foreclosed and repossessed assets held for sale are continually evaluated for additional impairment and
are adjusted accordingly if impairment is identified.

The following table presents the fair value measurement of assets measured at fair value on a nonrecurring basis
during the period and the level within the ASC 820 fair value hierarchy in which the fair value measurements fell at
March 31, 2010:

Fair Value Measurements at March 31, 2010, Using:

13
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Quoted Prices
in Significant
Active Markets Other Significant
Fair Value at for Identical Observable Unobservable
March 31, Assets Inputs Inputs
2010 (Level 1) (Level 2) (Level 3)

Impaired loans $2,643,806 $- $- $2,643,806
Foreclosed and repossessed assets held for
sale 1,432,263 - - 1,432,263

ASC 825, formerly Statement of Financial Accounting Standards No. 107, “Disclosures about Fair Value of Financial
Instruments,” requires all entities to disclose the estimated fair value of their financial instrument assets and
liabilities. For the Company, as for most financial institutions, the majority of its assets and liabilities are considered
financial instruments as defined in ASC 825. Many of the Company’s financial instruments, however, lack an
available trading market as characterized by a willing buyer and willing seller engaging in an exchange transaction. It
is also the Company’s general practice and intent to hold its financial instruments to maturity and to not engage in
trading or sales activities except for loans held-for-sale and available-for-sale securities. Therefore, significant
estimations and assumptions, as well as present value calculations, were used by the Company for the purposes of this
disclosure.

Estimated fair values have been determined by the Company using the best available data and an estimation

methodology suitable for each category of financial instruments. For those loans and deposits with floating interest
rates, it is presumed that estimated fair values generally approximate the recorded book balances.

14
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The estimated methodologies used, the estimated fair values, and the recorded book balances at March 31, 2010 and
June 30, 2009, were as follows:

March 31, 2010 June 30, 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets
Cash and cash equivalents $39,987 $39,987 $8,074 $8,074
Interest-bearing time deposits 1,188 1,188 - -
Available-for-sale securities 67,367 67,367 60,178 60,178
Stock in FHLB 2,921 2,921 4,592 4,592
Stock in Federal Reserve Bank of St.
Louis 583 583 - -
Loans receivable, net 396,675 399,093 368,556 374,328
Accrued interest receivable 2,521 2,521 2,650 2,650
Financial liabilities
Deposits 411,654 415,415 311,955 313,059
Securities sold under agreements to
repurchase 29,044 29,044 23,748 23,748
Advances from FHLB 43,500 46,315 78,750 82,510
Accrued interest payable 911 911 989 989
Subordinated debt 7,217 2,993 7,217 7,217

Unrecognized financial instruments (net of

contract amount)
Commitments to originate loans - - - -
Letters of credit - - - -
Lines of credit - - - -

The following methods and assumptions were used in estimating the fair values of financial instruments:

Cash and cash equivalents and interest-bearing time deposits are valued at their carrying amounts, which
approximates book value. Stock in FHLB and the Federal Reserve Bank of St. Louis is valued at cost, which
approximates fair value. Fair value of loans is estimated by discounting the future cash flows using the current rates at
which similar loans would be made to borrowers with similar credit ratings and for the same remaining

maturities. Loans with similar characteristics are aggregated for purposes of the calculations. The carrying amounts
of accrued interest approximate their fair values.

Deposits with no defined maturities, such as NOW accounts, savings accounts, and money market deposit accounts,
are valued at their carrying amount, which approximates fair value. The fair value of fixed-maturity time deposits is
estimated using a discounted cash flow calculation that applies the rates currently offered for deposits of similar
remaining maturities. The carrying amounts of securities sold under agreements to repurchase approximate fair
value. Fair value of advances from the FHLB is estimated by discounting maturities using an estimate of the current
market for similar instruments. The fair value of subordinated debt is estimated using rates currently available to the
Company for debt with similar terms and maturities. The fair value of commitments to originate loans is estimated
using the fees currently charged to enter into similar agreements, taking into account the remaining terms of the
agreements and the present creditworthiness of the counterparties. For fixed-rate loan commitments, fair value also
considers the difference between current levels of interest rates and committed rates. The fair value of letters of credit
and lines of credit are based on fees currently charged for similar agreements or on the estimated cost to terminate or
otherwise settle the obligations with the counterparties at the reporting date.

15
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Note 3: Securities

Available for sale securities are summarized as follows at fair value:

March 31, 2010

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Investment Securities:
U.S. government sponsored enterprises
(GSEs) $11,395,197 $72,427 $(636 ) $11,466,988
State and political subdivisions 18,805,002 544,566 (24,515 ) 19,325,053
Other securities 1,765,368 11,139 (1,318,456 ) 458,051
FHLMC preferred stock - 13,800 - 13,800
Mortgage-backed GSE residential 34,227,565 1,875,727 (267 ) 36,103,025
Total investments and mortgage-backed
securities $66,193,132 $2,517,659 $(1,343,874 ) $67,366,917
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June 30, 2009

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Investment Securities:
U.S. government sponsored enterprises
(GSEs) $3,216,975 $61,733 $- $3,278,708
State and political subdivisions 13,512,789 212,308 (102,402 ) 13,622,695
Other securities 4,264,409 - (1,264,753 ) 2,999,656
FHLMC preferred stock - 7,920 - 7,920
Mortgage-backed GSE residential 39,014,119 1,263,681 (8,787 ) 40,269,013
Total investments and mortgage-backed
securities $60,008,292 $1,545,642 $(1,375,942 ) $60,177,992

The amortized cost and estimated fair value of investment and mortgage-backed securities, by contractual maturity,
are shown below. 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.

March 31, 2010

Amortized Fair
Cost Value
Available for Sale:
Within one year $ 1,024,439$ 1,047,224
After one year but less than
five years 1,097,353 1,080,000
After five years but less than
ten years 8,029,290 8,097,354
After ten years 21,814,485 21,039,314

Total investment securities 31,965,567 31,263,892

Mortgage-backed securities 34,227,565 36,103,025
Total investments and

mortgage-backed securities $ 66,193,132% 67,366,917

The following table shows our investments’ 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 March 31, 2010.

Less than 12 months More than 12 months Totals
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

Investment Securities:

U.S. government sponsored
enterprises (GSEs) $1,996,383 $636 $- $- $1,996,383 $636

State and political subdivisions 2,093,639 24,515 - - 2,093,639 24,515

Other securities - - 203,971 1,318,456 203,971 1,318,456

Mortgage-backed GSE residential - - 28,404 267 28,404 267

Total investments and

mortgage-backed securities $4,090,022 $25,151 $232,375 $1,318,723 $4,322,397 $1,343,874
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The following table shows our investments’ 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 June 30, 2009.

Less than 12 months More than 12 months Totals
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

Investment Securities:
State and political subdivisions $3,243,030 $82,933 $1,547,675 $19,469 $4,790,705 $102,402
Other securities - - 249,656 1,264,753 249,656 1,264,753
Mortgage-backed GSE residential 276,201 1,992 291,621 6,795 567,822 8,787

Total investments and
mortgage-backed securities $3,519,231 $84,925 $2,088,952 $1,291,017 $5,608,183 $1,375,942

Other securities. At March 31, 2010, there were four pooled trust preferred securities with a fair value of $204,000
and unrealized losses of $1.3 million in a continuous unrealized loss position for twelve months or more. These
unrealized losses were primarily due to the long-term nature of the pooled trust preferred securities, a lack of demand
or inactive market for these securities, and concerns regarding the financial institutions that have issued the underlying
trust preferred securities. The March 31, 2010 cash flow analysis for three of these securities showed it is probable the
Company will receive all contracted principal and related interest projected, though interest payments have been
deferred on two of these securities. The cash flow analysis used in making this determination was based on
anticipated default and recovery rates, amounts of prepayments, and the resulting cash flows were discounted based on
the yield anticipated at the time the securities were purchased. Other inputs include the actual collateral attributes,
which include credit ratings and other performance indicators of the underlying financial institutions, including
profitability, capital ratios, and asset quality. Assumptions for these securities included future default rates for the
underlying financial institutions of 2% annually, for the next two years, with defaults of 36 basis points

thereafter. Recoveries are assumed at a 10% to 25% rate on currently deferred institutions, and 10% for projected
deferrals, following a
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two-year lag. The projections assume that the securities will realize no recovery on defaulted participants. No
prepayments are assumed. Because the Company does not intend to sell these securities and it is not
more-likely-than-not that the Company will be required to sell these securities prior to recovery of their amortized cost
basis, which may be maturity, the Company does not consider these investments to be other than temporarily impaired
at March 31, 2010.

At December 31, 2008, analysis of the fourth trust preferred security indicated other-than-temporary impairment
(OTTI) and the Company performed further analysis to determine the portion of the loss that was related to credit
conditions of the underlying issuers. The credit loss was calculated by comparing expected discounted cash flows
based on performance indicators of the underlying assets in the security to the carrying value of the investment. The
discounted cash flow was based on anticipated default and recovery rates, amounts of prepayments, and the resulting
projected cash flows were discounted based on the yield anticipated at the time the security was purchased. Other
inputs include the actual collateral attributes, which include credit ratings and other performance indicators of the
underlying financial institutions, including profitability, capital ratios, and asset quality. Based on this analysis, the
Company recorded an impairment charge of $375,000 for the credit portion of the unrealized loss for this trust
preferred security. This loss established a new, lower amortized cost basis of $125,000 for this security, and reduced
non-interest income for the second quarter of fiscal 2009, and for the twelve months ended June 30, 2009. At March
31, 2010, cash flow analyses showed it is probable the Company will receive the entire remaining cost basis and
related interest projected for the security, though interest payments remain deferred on the security. The Company’s
assumptions for this security included future default rates for the underlying financial institutions of 2% annually, for
the next two years, and 36 basis points thereafter. Recoveries are assumed at a 10% rate on currently deferred
institutions and projected deferrals, following a two-year lag. The projections assume that the securities will realize
no recovery on defaulted participants. Because the Company does not intend to sell this security and it is not
more-likely-than-not the Company will be required to sell this security before recovery of its new, lower amortized
cost basis, which may be maturity, the Company does not consider the remainder of the investment in this security to
be other-than-temporarily impaired at March 31, 2010.

Credit losses recognized on investments. As described above, some of the Company’s investments in trust preferred
securities have experienced fair value deterioration due to credit losses, but are not otherwise other-than-temporarily
impaired. During fiscal 2009, the Company adopted ASC 820, formerly FASB Staff Position 157-4, “Determining Fair
Value When the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying
Transactions That Are Not Orderly.” The following table provides information about the trust preferred security for
which only a credit loss was recognized in income and other losses are recorded in other comprehensive income (loss)
for the nine-month periods ended March 31, 2010 and 2009.

Accumulated Credit Losses,
Nine-Month Periods

Ended March 31,
2010 2009
Credit losses on debt securities held
Beginning of period $ 375,000 $ -
Additions related to OTTTI losses not previously
recognized - 375,000

Reductions due to sales - -
Reductions due to change in intent or

likelihood of sale - -
Additions related to increases in

previously-recognized OTTI losses - -
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Reductions due to increases in expected cash

flows
End of period $ 375,000 $ 375,000

Note 4: Loans

Loans are summarized as follows:

March 31, June 30,
2010 2009
Real Estate Loans:
Conventional $159,007,996 $155,490,317
Construction 24,614,901 23,531,528
Commercial 114,298,686 97,160,828
Consumer loans 26,855,052 23,141,738
Commercial loans 85,822,594 89,065,652
410,599,229 388,390,063
Loans in process (9,741,824 ) (15,511,237 )
Deferred loan fees, net 116,770 107,346
Allowance for loan losses (4,299,526 ) (4,430,210 )
Total loans $396,674,649 $368,555,962

In the July 2009 SBOC acquisition, the Company obtained loans that had been carried by SBOC at a book value of
$16.2 million; the loans were recorded at a $1.1 million fair value discount. Included in that figure was a $1.0 million
fair value

10
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discount related to $3.9 million in loans that were deemed impaired at acquisition and accounted for in accordance
with SOP 03-3; the $1.0 million fair value discount related to the SOP 03-3 loans was not accretable. At March 31,
2010, these acquired impaired loans had an outstanding balance of $2.4 million, and were recorded on the
consolidated financial statements at a fair value of approximately $1.6 million. The acquired loans were re-evaluated
in accordance with SOP 03-3, and determined to have a fair value of approximately $2.0 million. A fair value
adjustment of $393,000 will be accreted as a yield adjustment over the 34-month weighted average life of the relevant
loans.

Note 5: Deposits

Deposits are summarized as follows:

March 31, June 30,
2010 2009
Non-interest bearing accounts $24.846,674 $21,303,646
NOW accounts 96,786,042 65,114,474
Money market deposit accounts 8,177,449 6,632,987
Savings accounts 90,783,792 58,598,085
Certificates 191,060,520 160,306,276

Total deposits $411,654,477 $311,955,468

Note 6: Comprehensive Income

The Company’s comprehensive income for the three- and nine-month periods ended March 31, 2010 and 2009, was as
follows:

Three months ended Nine months ended

March 31, March 31,
2010 2009 2010 2009
Net income $1,077,028 $983,935 $3,429,897 $2,798,397
Other comprehensive income:
Unrealized gains on securities
available-for-sale 257,319 437,092 1,002,280 170,276
Unrealized losses on available-for-sale
securities for which a portion of an
other-than-temporary impairment
has been recognized in income 27 ) (46,019 ) 1,807 (46,019 )
Less, realized losses included
in income - - - (678,973 )
Tax expense (95,198 ) (144,761 ) (371,513 ) (297,259 )
Total other comprehensive income 162,094 246,312 632,574 505,971
Comprehensive income $1,239,122  $1,230,247 $4,062,471 $3,304,368

Note 7: Earnings Per Share

Basic and diluted net income per common share available to common stockholders are based upon the
weighted-average shares outstanding. The following table summarizes basic and diluted net income per common
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share available to common stockholders for the three- and nine-month periods ended March 31, 2010 and 2009.

Net income

Dividend payable on preferred stock

Net income available to common
shareholders

Average Common shares —
outstanding basic

Stock options under treasury stock
method

Average Common shares —
outstanding diluted

Basic net income per common share
available to common stockholders

Diluted net income per common share
available to common stockholders

11

Three months ended

March 31,
2010 2009
$1,077,028  $983,935
127,556 119,375
$949,472 $864,560
2,083,473 2,082,627
15,785 440
2,099,258 2,083,067
$0.46 $0.42
$0.45 $0.42

Nine months ended

March 31,

2010 2009
$3,429,897  $2,798,397
382,339 153,861
$3,047,558  $2,644,536

2,083,408 2,136,583

16,334 806

2,099,742 2,137,389
$1.46 $1.24
$1.45 $1.24
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The Company had 69,500 and 171,100 exercisable stock options and warrants outstanding at March 31, 2010 and
2009, respectively, with a grant price exceeding the market price. These stock options and warrants were excluded
from the above calculation as they were anti-dilutive.

Note 8: Stock Option Plans

ASC 718, formerly Statement of Financial Accounting Standards No. 123 (revised 2004), “Share-Based Payment,”
requires that compensation costs related to share-based payment transactions be recognized in financial

statements. With limited exceptions, the amount of compensation cost is measured based on the grant-date fair value
of the equity instruments issued. Compensation cost is recognized over the vesting period during which an employee
provides service in exchange for the award.

Note 9: Employee Stock Ownership Plan

The Company established a tax-qualified ESOP in April 1994. The plan covers substantially all employees who have
attained the age of 21 and completed one year of service. The Company’s intent is to continue the ESOP for fiscal
2010. The Company has been accruing $60,000 per quarter for ESOP benefit expenses during this fiscal year.

Note 10: Corporate Obligated Floating Rate Trust Preferred Securities

Southern Missouri Statutory Trust I issued $7.0 million of Floating Rate Capital Securities (the “Trust Preferred
Securities”) in March, 2004, with a liquidation value of $1,000 per share. The securities are due in 30 years, are now
redeemable, and bear interest at a floating rate based on LIBOR. The securities represent undivided beneficial

interests in the trust, which was established by the Company for the purpose of issuing the securities. The Trust
Preferred Securities were sold in a private transaction exempt from registration under the Securities Act of 1933, as
amended (the “Act”) and have not been registered under the Act. The securities may not be offered or sold in the United
States absent registration or an applicable exemption from registration requirements.

Southern Missouri Statutory Trust I used the proceeds from the sale of the Trust Preferred Securities to purchase
Junior Subordinated Debentures of the Company. The Company has used its net proceeds for working capital and
investment in its subsidiary.

Note 11: Capital Purchase Program Implemented by the U.S. Treasury

In December 2008, the Company received $9.6 million from the U.S. Treasury through the sale of 9,550 shares of the
Company’s Fixed Rate Cumulative Perpetual Preferred Stock, Series A, as part of the Treasury’s Capital Purchase
Program. The Company also issued to the U.S. Treasury a warrant to purchase 114,326 shares of common stock at
$12.53 per share. The amount of preferred shares sold represented approximately 3% of the Company’s risk-weighted
assets as of September 30, 2008.

The transaction was part of the Treasury’s program to infuse capital into the nation’s healthiest and strongest banks for
the purpose of stabilizing the US financial system and promoting economic activity. The Company elected to
participate in the program given the uncertain economic outlook, the relatively attractive cost of capital compared to
the current market, and the strategic opportunities the Company foresees regarding potential uses of the capital. The
additional capital increased the Company’s already well-capitalized position. The Company used the proceeds of the
issue for working capital and investment in its banking subsidiary.

The preferred shares pay a cumulative dividend of 5% per year for the first five years and 9% per year thereafter. The
enactment of the American Recovery and Reinvestment Act of 2009 on February 17, 2009, permits the Company to
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redeem the preferred shares at any time by repaying the Treasury, without penalty and without a requirement to raise
new capital, subject to the Treasury’s consultation with the Company’s appropriate regulatory agency. Additionally,
upon redemption of the preferred shares, the warrant may be repurchased from the Treasury at its fair market value as
agreed-upon by the Company and the Treasury.

Note 12: Acquisitions

In July 2009, the Company acquired 100% of the outstanding stock of Southern Bank of Commerce (SBOC),
headquartered in Paragould, Arkansas. SBOC was merged into the Company’s existing banking subsidiary, Southern
Bank, on July 20, 2009. The Company acquired SBOC primarily for the purpose of obtaining entry to markets where
it believes the Company’s business model will perform well. The Company paid $600,000 in cash to acquire the
target. At acquisition, SBOC held assets of $29.9 million, including loans of $16.2 million, and held total deposits of
$29.1 million. Based on the acquisition date fair values of the net assets acquired, goodwill of $171,000 was
recorded. A fair value discount was recorded for the acquired loans of $1.1

12
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million, with the loans reported in the financial statements at a fair value of approximately $15 million. Of the fair
value discount, $1.0 million relates to impaired loans accounted for in accordance with ASC Topic 310, “Loans and
Debt Securities Acquired with Deteriorated Credit Quality”; as such, the discount was accreted. In March 2010, the
Company performed an updated analysis of the ASC 310 loans; the Company estimated that the fair value of the loans
was understated by $393,000; this amount will be recorded as a yield adjustment over the remaining 34 month average
life of the ASC 310 loan portfolio. A core deposit intangible asset of $184,000 was also recognized on the
transaction; the Company is amortizing this amount over five years, using the straight-line method.

Note 13: Recent Accounting Pronouncements
The following paragraphs summarize the impact of new accounting pronouncements:

In December 2007, the FASB issued ASC 805, formerly Statement No. 141 (revised 2007), “Business Combinations—A
Replacement of FASB Statement No. 141” and ASC 810, formerly Statement No. 160, “Noncontrolling Interests in
Consolidated Financial Statements—An Amendment of ARB No. 51.” ASC 805 establishes principles and requirements
for how an acquirer recognizes and measures certain items in a business combination, as well as disclosures about the
nature and financial effects of a business combination. ASC 810 establishes accounting and reporting standards
surrounding noncontrolling interest, or minority interests, which are the portions of equity in a subsidiary not
attributable, directly or indirectly, to a parent. The pronouncements were effective for the Company beginning July 1,
2009. Presentation and disclosure requirements related to noncontrolling interests must be retrospectively

applied. The Company was impacted by the adoption of ASC 805 with its July 2009 acquisition (see Note 12 to the
Consolidated Financial Statements). The Company does not have any noncontrolling interests; thus, there was no

effect to the financial statements related to the adoption of ASC 810.

In April 2009, the FASB issued ASC 825, formerly FASB Staff Position on FAS 107-1 and APB No. 28-1, “Interim
Disclosures About Fair Value of Financial Instruments,” which requires disclosures about fair value of financial
instruments in interim reporting periods of publicly traded companies that were previously only required to be
disclosed in annual financial statements. The provisions of ASC 825 were effective for the Company’s interim period
ending September 30, 2009. As ASC 825 amends only the disclosure requirements about fair value of financial
instruments in interim periods, the adoption of ASC 825 did not affect the Company’s consolidated financial
statements.

On June 12, 2009, the FASB issued ASC 860, formerly Statement No. 166, “Accounting for Transfers of Financial
Assets”. ASC 860 is a revision to SFAS No. 140, “Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities,” and will require more information about transfers of financial assets, including
securitization transactions, and where companies will have continuing exposure to the risks related to transferred
financial assets. ASC 860 also eliminates the concept of a “qualifying special-purpose entity,” changes the requirements
for derecognizing financial assets, and requires additional disclosures. ASC 860 will be effective as of the beginning
of the Company’s first annual reporting period that begins after November 15, 2009, for interim periods within that
first annual reporting period and for interim and annual reporting periods thereafter. Earlier application is prohibited.
The recognition and measurement provisions of ASC 860 shall be applied to transfers that occur on or after the
effective date. The Company will adopt ASC 860 on July 1, 2010, as required. Management does not expect adoption
of the Statement to have a material impact on the Company’s consolidated financial statements.

On June 12, 2009, the FASB issued ASC 810, formerly Statement No. 167, “Amendments to FASB Interpretation No.
46(R)”. ASC 810 is a revision to FASB Interpretation No. 46(R), “Consolidation of Variable Interest Entities,” and
changes how a company determines when an entity that is insufficiently capitalized or is not controlled through voting
(or similar rights) should be consolidated. The determination of whether a company is required to consolidate an

entity is based on, among other things, an entity’s purpose and design, and a company’s ability to direct the activities of
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the entity that most significantly impact the entity’s economic performance. ASC 810 will be effective as of the
Company’s first annual reporting period that begins after November 15, 2009, for interim periods within that first
annual reporting period, and annual reporting periods thereafter. Earlier application is prohibited. The Company will
adopt ASC 810 on July 1, 2010, as required. Management does not expect adoption of the Statement to have a
material impact on the Company’s consolidated financial statements.

On June 29, 2009, the FASB issued ASC 105, formerly Statement No. 168, “Accounting Standards Codification TM
and the Hierarchy of Generally Accepted Accounting Principles,” a replacement of FASB Statement No. 162. ASC
105 establishes the FASB Accounting Standards Codification TM as the source of authoritative accounting principles
recognized by the FASB to be applied by nongovernmental entities in the preparation of financial statements in
conformity with US GAAP. ASC 105 will be effective for financial statements issued for interim and annual periods
ending after September 15, 2009, for most entities. On the effective date, all non-SEC accounting and reporting
standards will be superseded. The Company adopted ASC 105 for the quarterly period ended September 30, 2009, as
required, and the adoption did not have a material impact on the Company’s consolidated financial statements.

13
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In February 2010, the FASB issued Accounting Standards Update (ASU) No. 2010-09, “Subsequent Events (Topic

855) — Amendments to Certain Recognition and Disclosure Requirements.” ASU 2010-09 amends the subsequent event
disclosure guidance. The amendments include a definition of an SEC filer, requires and SEC filer to evaluate
subsequent events through the date the financial statements are issued, and removes the requirement for an SEC filer

to disclose the date through which subsequent events have been evaluated. ASU 2010-09 was effective upon

issuance, and adoption did not have a material impact on the Company’s consolidated financial statements.

In January 2010, the FASB issued ASU No. 2010-06, “Fair Value Measurements and Disclosures (Topic 820) —
Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends the fair value disclosure
guidance. The amendments include new disclosures and changes to clarify existing disclosure requirements. ASU
2010-06 was effective for interim and annual reporting periods beginning after December 15, 2009, except for the
disclosures about purchases, sales, issuances, and settlements of Level 3 fair value measurements; those disclosures
are effective for fiscal years beginning after December 15, 2010, and for interim periods within those fiscal

years. Adoption of the ASU did not have a material effect on the Company’s financial statements.

14
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PART I: Item 2: Management’s Discussion and Analysis of Financial Condition and Results of Operations
SOUTHERN MISSOURI BANCORP, INC.

General

Southern Missouri Bancorp, Inc. (Southern Missouri or Company) is a Missouri corporation and owns all of the
outstanding stock of Southern Bank (Bank). The Company’s earnings are primarily dependent on the operations of the
Bank. As a result, the following discussion relates primarily to the operations of the Bank. The Bank’s deposit
accounts are generally insured up to a maximum of $250,000 under current law by the Deposit Insurance Fund (DIF),
which is administered by the Federal Deposit Insurance Corporation (FDIC). The Bank currently conducts its
business through its home office located in Poplar Bluff and 13 full service branch facilities in Poplar Bluff (2), Van
Buren, Dexter, Kennett, Doniphan, Qulin, Sikeston, and Matthews, Missouri, and Paragould, Jonesboro, Brookland,
and Leachville, Arkansas.

The significant accounting policies followed by Southern Missouri Bancorp, Inc. and its wholly-owned subsidiary for
interim financial reporting are consistent with the accounting policies followed for annual financial reporting. All
adjustments, which are of a normal recurring nature and are in the opinion of management necessary for a fair
statement of the results for the periods reported, have been included in the accompanying consolidated condensed
financial statements.

The consolidated balance sheet of the Company as of June 30, 2009, has been derived from the audited consolidated
balance sheet of the Company as of that date. Certain information and note disclosures normally included in the
Company’s annual financial statements prepared in accordance with accounting principles generally accepted in the
United States of America have been condensed or omitted. These consolidated financial statements should be read in
conjunction with the consolidated financial statements and notes thereto included in the Company’s Form 10-K annual
report filed with the Securities and Exchange Commission.

Management’s discussion and analysis of financial condition and results of operations is intended to assist in
understanding the financial condition and results of operations of the Company. The information contained in this
section should be read in conjunction with the unaudited consolidated financial statements and accompanying

notes. The following discussion reviews the Company’s consolidated financial condition at March 31, 2010, and the
results of operations for the three- and nine-month periods ended March 31, 2010 and 2009, respectively.

Forward Looking Statements

This document, including information incorporated by reference, contains forward-looking statements about the
Company and its subsidiaries which we believe are within the meaning of the Private Securities Litigation Reform Act
of 1995. These forward-looking statements may include, without limitation, statements with respect to anticipated
future operating and financial performance, growth opportunities, interest rates, cost savings and funding advantages
expected or anticipated to be realized by management. Words such as “may,” “could,” “should,” “would,” “believe,
“estimate,” “expect,” “intend,” “plan” and similar expressions are intended to identify these forward-looking
statements. Forward-looking statements by the Company and its management are based on beliefs, plans, objectives,
goals, expectations, anticipations, estimates and intentions of management and are not guarantees of future
performance. The important factors we discuss below, as well as other factors discussed under the caption
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and identified in our filings
with the SEC and those presented elsewhere by our management from time to time, could cause actual results to differ
materially from those indicated by the forward-looking statements made in this document:

EEINT3

anticipa
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the strength of the United States economy in general and the strength of the local economies in which we conduct
operations;
o the strength of the real estate market in the local economies in which we conduct operations;

sthe effects of, and changes in, trade, monetary and fiscal policies and laws, including interest rate policies of the

Federal Reserve Board;

o the level of deposit insurance premiums assessed by the FDIC;
o inflation, interest rate, market and monetary fluctuations;

ethe timely development of and acceptance of our new products and services and the perceived overall value of these

products and services by users, including the features, pricing and quality compared to competitors' products and

services;

¢ the willingness of users to substitute our products and services for products and services of our competitors;
ethe impact of changes in financial services' laws and regulations (including laws concerning taxes