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United States

Securities and Exchange Commission

Washington, D.C. 20549

FORM 10-Q

(Mark One)

[  X ] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended June 30, 2015

OR

[     ] TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from                 to                  .

Commission File number 000-50567

MVB Financial Corp.

(Exact name of registrant as specified in its charter)

West Virginia 20-0034461
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

301 Virginia Avenue

Fairmont, West Virginia  26554-2777

(Address of principal executive offices)
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304-363-4800

(Registrant’s telephone number, including area code)

Not Applicable

(Former name, former address, and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant has (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes  [ X ]                         No  [    ]

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (232.405
of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files).

Yes  [ X ]                         No  [    ]

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

Large accelerated filer

Accelerated filer    [ X ]

Non-accelerated filer                            

Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.)

Yes  [     ]                         No  [ X ]

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date:

As of August 6, 2015, the number of shares outstanding of the issuer’s only class of common stock was 7,996,978.
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Part I. Financial Information

Item 1. Financial Statements

MVB Financial Corp. and Subsidiaries

Consolidated Balance Sheets  

(Dollars in thousands except per share data)

June 30, December 31,
2015 2014
(Unaudited) (Note 1)

Assets
Cash and cash equivalents:
Cash and due from banks $ 11,944 $ 13,403
Interest bearing balances 2,070 16,674
Total cash and cash equivalents 14,014 30,077
Certificates of deposits in other banks 11,659 11,907
Investment securities:
Securities available-for-sale 65,855 68,213
Securities held-to-maturity (fair value of $53,441 for 2015 and $55,871 for 2014) 53,141 54,538
Loans held for sale 116,307 69,527
Loans: 911,085 798,297
Less: Allowance for loan losses (7,047) (6,223)
Net loans 904,038 792,074
Bank premises, furniture and equipment 25,645 25,472
Bank owned life insurance 22,011 21,679
Accrued interest receivable and other assets 22,617 19,193
Goodwill 17,779 17,779
Total assets $ 1,253,066 $ 1,110,459
Liabilities
Deposits
Non-interest bearing $ 76,666 $ 67,066
Interest bearing 814,303 756,161
Total deposits 890,969 823,227

Accrued interest, taxes and other liabilities 10,791 10,310
Repurchase agreements 26,263 32,673
FHLB and other borrowings 178,245 101,287
Subordinated debt 33,524 33,524
Total liabilities 1,139,792 1,001,021

Stockholders’ equity
Preferred stock, par value $1,000;  20,783 authorized and 9,283 issued in 2015
and 2014, respectively 16,334 16,334

Edgar Filing: MVB FINANCIAL CORP - Form 10-Q

5



Common stock, par value $1;  20,000,000 shares authorized; 8,047,550 and
8,034,362 issued; and 7,996,473 and 7,983,285 outstanding in 2015 and 2014,
respectively 8,048 8,034
Additional paid-in capital 74,450 74,342
Retained earnings 17,858 14,454
Accumulated other comprehensive loss (2,332) (2,642)
Treasury stock, 51,077 shares, at cost (1,084) (1,084)
Total stockholders’ equity 113,274 109,438
Total liabilities and stockholders’ equity $ 1,253,066 $ 1,110,459

See accompanying notes to unaudited financial statements.
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MVB Financial Corp. and Subsidiaries

Consolidated Statements of Income

(Unaudited) (Dollars in thousands except per share data)

Six months ended Three months ended 
June 30, June 30,
2015 2014 2015 2014

Interest income
Interest and fees on loans $ 18,603 $ 15,162 $ 9,839 $ 7,996
Interest on deposits with other banks 127 97 63 51
Interest on investment securities – taxable 461 769 222 358
Interest on tax exempt loans and securities 1,141 1,511 570 757
Total interest income 20,332 17,539 10,694 9,162

Interest expense
Deposits 2,889 2,796 1,522 1,691
Repurchase agreements 44 233 20 107
FHLB and other borrowings 334 273 177 143
Subordinated debt 1,092 45 549 26
Total interest expense 4,359 3,347 2,268 1,967
Net interest income 15,973 14,192 8,426 7,195
Provision for loan losses 1,220 1,408 561 889
Net interest income after provision for loan losses 14,753 12,784 7,865 6,306

Noninterest income
Service charges on deposit accounts 296 317 164 171
Income on bank owned life insurance 332 255 165 127
Visa debit card and interchange income 440 370 231 203
Mortgage fee income 14,926 7,543 8,617 4,333
Gain on sale of portfolio loans 800 1,333 454 658
Insurance and investment services income 2,663 1,836 965 820
Gain on sale of securities 126 125 5 125
Gain (loss) on derivatives 2,106 939 (143) 604
Other operating income 256 102 76 25
Total noninterest income 21,945 12,820 10,534 7,066

Noninterest expense
Salary and employee benefits 19,928 14,729 10,194 7,932
Occupancy expense 1,755 1,304 880 677
Equipment depreciation and maintenance 967 711 484 349
Data processing and communications 1,870 1,381 944 696
Mortgage processing 1,536 1,112 790 567
Marketing, contributions and sponsorships 696 535 359 290
Professional fees 1,281 878 619 380

Edgar Filing: MVB FINANCIAL CORP - Form 10-Q

7



Printing, postage and supplies 356 392 170 199
Insurance, tax and assessment expense 847 724 419 385
Travel, entertainment, dues and subscriptions 752 674 432 362
Other operating expenses 690 584 420 351
Total noninterest expense 30,678 23,024 15,711 12,188
Income before income taxes 6,020 2,580 2,688 1,184
Income tax expense 2,012 453 783 215
Net income $ 4,008 $ 2,127 $ 1,905 $ 969
Preferred dividends 285 43 143 22
Net income available to common shareholders $ 3,723 $ 2,084 $ 1,762 $ 947

Earnings per share – basic $ 0.47 $ 0.27 $ 0.22 $ 0.12
Earnings per share – diluted $ 0.46 $ 0.26 $ 0.22 $ 0.12
Weighted average shares outstanding - basic 7,985,320 7,778,152 7,987,333 7,897,242
Weighted average shares outstanding - diluted 8,672,228 7,991,701 8,674,241 8,110,791

See accompanying notes to unaudited financial statements.
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MVB Financial Corp. and Subsidiaries

Consolidated Statements of Comprehensive Income

(Unaudited)(Dollars in thousands)

Six months ended
Three months
ended 

June 30, June 30,
2015 2014 2015 2014

Net Income $ 4,008 $ 2,127 $ 1,905 $ 969

Other comprehensive income:

Unrealized holding gains during the year 114 1,646 (425) 1,109

Income tax effect (44) (658) 170 (443)

Reclassification adjustment for gain recognized in income (126) (125) (5) (125)

Income tax effect 50 50 2 50

Change in defined benefit pension plan 527 (315) 800 (315)

Income tax effect (211) 126 (320) 126

Other comprehensive income 310 724 222 402

Comprehensive income $ 4,318 $ 2,851 $ 2,127 $ 1,371

See accompanying notes to unaudited financial statements.
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MVB Financial Corp. and Subsidiaries

Consolidated Statements of Cash Flows

(Unaudited) (Dollars in thousands)

Six months ended
June 30, June 30,
2015 2014

Operating activities
Net income $ 4,008 $ 2,127
Adjustments to reconcile net income to net cash (used in) provided by operating
activities:
Net amortization and accretion of investments 387 434
Net amortization of deferred loan fees (4) 27
Provision for loan losses 1,220 1,408
Depreciation and amortization 932 587
Stock based compensation 203 129
Loans originated for sale (708,970) (381,190)
Proceeds of loans sold 677,116 408,709
Mortgage fee income (14,926) (7,543)
Gain on sale of investment securities (126) (125)
Income on bank owned life insurance (332) (255)
Deferred taxes 254 (936)
Other, net (195) 150
Net cash (used in) provided by operating activities (40,433) 23,522
Investing activities
Purchases of investment securities available-for-sale (22,733) (24,268)
Purchases of investment securities held-to-maturity  — (250)
Maturities/paydowns of investment securities held-to-maturity 790 750
Maturities/paydowns of investment securities available-for-sale 13,521 4,759
Sales of investment securities available-for-sale 11,484 37,177
Sales of investment securities held-to-maturity 421  —
Purchases of premises and equipment (1,105) (4,962)
Net increase in loans (113,180) (112,078)
Purchases of restricted bank stock (12,418) (7,361)
Redemptions of restricted bank stock 9,498 5,937
Proceeds from sale of certificates of deposit with banks 248 76
Proceeds from sale of other real estate owned 239  —
Purchase of bank owned life insurance  — (5,000)
Net cash used in investing activities (113,235) (105,220)
Financing activities
Net increase in deposits 67,742 51,232
Net (decrease) in repurchase agreements (6,410) (45,057)
Net change in short-term FHLB borrowings 77,041 22,202
Principal payments on FHLB borrowings (83) (1,080)
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Proceeds from subordinated debt  — 29,313
Proceeds from stock offering  — 5,662
Preferred stock issuance  — 7,834
Dividend reinvestment plan proceeds  — 180
Common stock options exercised (81) 48
Cash dividends paid on common stock (319) (317)
Cash dividends paid on preferred stock (285) (43)
Net cash provided by financing activities 137,605 69,974
(Decrease) in cash and cash equivalents (16,063) (11,724)
Cash and cash equivalents at beginning of period 30,077 39,843
Cash and cash equivalents at end of period $ 14,014 $ 28,119

Supplemental disclosure of cash flow information

Loans transferred to other real estate owned $  — $ 146
Cashless stock options exercised $ 169 $  —

Cash payments for:
Interest on deposits, repurchase agreements and borrowings $ 5,391 3,632
Income taxes $ 1,900 1,020

See accompanying notes to unaudited financial statements.
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MVB Financial Corp. and Subsidiaries

Notes to Consolidated Financial Statements

Note 1 – Basis of Presentation

These consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting
principles (“GAAP”) for interim financial information and with instructions to Form 10‑Q.  Accordingly, they do not
include all the information and footnotes required by GAAP for annual year-end financial statements. In the opinion
of management, all adjustments considered necessary for a fair presentation, have been included and are of a normal,
recurring nature. The consolidated balance sheet as of December 31, 2014 has been derived from audited financial
statements included in the Company’s 2014 filing on Form 10-K.  Operating results for the six and three months ended
June 30, 2015 are not necessarily indicative of the results that may be expected for the year ending December 31,
2015.

The accounting and reporting policies of MVB Financial Corp. (“the Company” or “MVB”) and its subsidiaries
(“Subsidiaries”), including MVB Bank, Inc. (the “Bank”), the Bank’s subsidiary Potomac Mortgage Group, Inc., which
does business as MVB Mortgage (“MVB Mortgage”) and MVB Insurance, LLC, conform to accounting principles
generally accepted in the United States and practices in the banking industry. The preparation of the financial
statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes.
Estimates, such as the allowance for loan losses, are based upon known facts and circumstances. Estimates are revised
by management in the period such facts and circumstances change.  Actual results could differ from those estimates.
All significant inter-company accounts and transactions have been eliminated in consolidation. 

Certain information and footnote disclosures normally included in financial statements prepared in accordance with
accounting principles generally accepted in the United States have been omitted. These financial statements should be
read in conjunction with the financial statements and notes thereto included in MVB’s December 31, 2014, Form 10-K
filed with the Securities and Exchange Commission.

In certain instances, amounts reported in prior periods’ consolidated financial statements have been reclassified to
conform to the current presentation. Specifically, a portion of the prior periods’ interest income and interest expense
was classified as gain on loans held for sale and has been reclassified in the current presentation.

Information is presented in these notes with dollars expressed in thousands, unless otherwise noted or specified.

Edgar Filing: MVB FINANCIAL CORP - Form 10-Q

12



Note 2 – Recent Accounting Pronouncements 

In June 2014, the FASB issued ASU No. 2014-11, "Repurchase-to-Maturity Transactions, Repurchase Financings,
and Disclosures." The new guidance aligns the accounting for repurchase-to-maturity transactions and repurchase
agreements executed as repurchase financings with the accounting for other typical repurchase agreements. Going
forward, these transactions would all be accounted for as secured borrowings. The guidance eliminates sale
accounting for repurchase-to-maturity transactions and supersedes the guidance under which a transfer of a financial
asset and a contemporaneous repurchase financing could be accounted for on a combined basis as a forward
agreement, which has resulted in outcomes referred to as off-balance-sheet accounting. The amendments in the ASU
require a new disclosure for transactions economically similar to repurchase agreements in which the transferor retains
substantially all of the exposure to the economic return on the transferred financial assets throughout the term of the
transaction. The amendments in the ASU also require expanded disclosures, effective for the current reporting period
of June 30, 2015, about the nature of collateral pledged in repurchase agreements and similar transactions accounted
for as secured borrowings (see Note 5 to the Consolidated Financial Statements). The Company adopted the
amendments in this ASU effective January 1, 2015. As of June 30, 2015, all of the Company's repurchase agreements
were typical in nature (i.e., not repurchase-to-maturity transactions or repurchase agreements executed as a repurchase
financing) and are accounted for as secured borrowings. As such, the adoption of ASU No. 2014-11 did not have a
material impact on the Company's Consolidated Financial Statements but resulted in additional disclosures.

7
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In February 2015, the FASB issued ASU No. 2015-02, Consolidation (Topic 810): “Amendments to the Consolidation
Analysis.”  The amendments modify the evaluation reporting organizations must perform to determine if certain legal
entities should be consolidated as VIEs. Specifically, the amendments: (1) Modify the evaluation of whether limited
partnerships and similar legal entities are variable interest entities (“VIEs”) or voting interest entities; (2) Eliminate the
presumption that a general partner should consolidate a limited partnership; (3) Affect the consolidation analysis of
reporting entities that are involved with VIEs, particularly those that have fee arrangements and related party
relationships; and (4) Provide a scope exception from consolidation guidance for reporting entities with interests in
legal entities that are required to comply with or operate in accordance with requirements that are similar to those in
Rule 2a-7 of the Investment Company Act of 1940 for registered money market funds. ASU No. 2015-02 is effective
for interim and annual reporting periods beginning after December 15, 2015. The Company is currently evaluating the
provisions of ASU No. 2015-02 to determine the potential impact the new standard will have on the Company's
consolidated financial statements.

Note 3 – Investments

Amortized cost and fair values of investment securities held-to-maturity at June 30, 2015, including gross unrealized
gains and losses, are summarized as follows:

Amortized Unrealized Unrealized Fair
(in thousands) Cost Gain Loss Value
Municipal securities $ 53,141 $ 1,048 $ (748) $ 53,441
Total investment securities held-to-maturity $ 53,141 $ 1,048 $ (748) $ 53,441

Amortized cost and fair values of investment securities held-to-maturity at December 31, 2014, including gross
unrealized gains and losses, are summarized as follows:

Amortized Unrealized Unrealized Fair
(in thousands) Cost Gain Loss Value
Municipal securities $ 54,538 $ 1,600 $ (267) $ 55,871
Total investment securities held–to-maturity $ 54,538 $ 1,600 $ (267) $ 55,871

Amortized cost and fair values of investment securities available-for-sale at June 30, 2015 are summarized as follows:

Amortized Unrealized Unrealized Fair
(in thousands) Cost Gain Loss Value
U.S. Agency securities $ 30,847 $ 13 $ (278) $ 30,582
U.S. Sponsored Mortgage-backed securities 35,026 17 (513) 34,530
Total debt securities 65,873 30 (791) 65,112
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Equity and other securities 670 73  — 743
Total investment securities available-for-sale $ 66,543 $ 103 $ (791) $ 65,855
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Amortized cost and fair values of investment securities available-for-sale at December 31, 2014 are summarized as
follows:

Amortized Unrealized Unrealized Fair
(in thousands) Cost Gain Loss Value
U.S. Agency securities $ 37,926 $ 73 $ (465) $ 37,534
U.S. Sponsored Mortgage-backed securities 30,293 58 (419) 29,932
Total debt securities 68,219 131 (884) 67,466
Equity and other securities 670 77  — 747
Total investment securities available-for-sale $ 68,889 $ 208 $ (884) $ 68,213

The following tables summarize amortized cost and fair values of debt securities by maturity at June 30, 2015:

Held to Maturity Available for sale
Amortized Fair Amortized Fair
Cost Value Cost Value

Within one year $  — $  — $  — $  —
After one year, but within five 4,758 4,870 23,112 22,962
After five years, but within ten 14,497 14,593 9,845 9,702
After ten years 33,886 33,978 32,916 32,448
Total $ 53,141 $ 53,441 $ 65,873 $ 65,112

Investment securities with a carrying value of $114,838 at June 30, 2015, were pledged to secure public funds,
repurchase agreements and potential borrowings at the Federal Reserve discount window.

The Company's investment portfolio includes securities that are in an unrealized loss position as of June 30, 2015, the
details of which are included in the following table.  Although these securities, if sold at June 30, 2015 would result in
a pretax loss of $1,539, the Company has no intent to sell the applicable securities at such market values, and
maintains the Company has the ability to hold these securities until all principal has been recovered.  Declines in the
market values of these securities can be traced to general market conditions which reflect the prospect for the
economy as a whole.  When determining other-than-temporary impairment on securities, the Company considers such
factors as adverse conditions specifically related to a certain security or to specific conditions in an industry or
geographic area, the time frame securities have been in an unrealized loss position, the Company's ability to hold the
security for a period of time sufficient to allow for anticipated recovery in value, whether or not the security has been
downgraded by a rating agency, and whether or not the financial condition of the security issuer has severely
deteriorated.  As of June 30, 2015, the Company considers all securities with unrealized loss positions to be
temporarily impaired, and consequently, does not believe the Company will sustain any material realized losses as a
result of the current temporary decline in market value.
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The following table discloses investments in an unrealized loss position at June 30, 2015:
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Description and number of positions Less than 12 months 12 months or more
(in thousands) Fair Value Unrealized Loss Fair Value Unrealized Loss
U.S. Agency securities (9) $ 13,102 $ (135) $ 13,964 $ (143)
U.S. Sponsored Mortgage-backed securities (15) 18,826 (168) 12,836 (345)
Municipal securities (60) 16,260 (349) 8,121 (399)

$ 48,188 $ (652) $ 34,921 $ (887)

The following table discloses investments in an unrealized loss position at December 31, 2014:

Description and number of positions Less than 12 months 12 months or more
(in thousands) Fair Value Unrealized Loss Fair Value Unrealized Loss
U.S. Agency securities (9) $ 996 $ (3) $ 26,900 $ (462)
U.S. Sponsored Mortgage-backed securities (8) 678 (3) 14,824 (416)
Municipal securities (42) 528 (3) 16,489 (264)

$ 2,202 $ (9) $ 58,213 $ (1,142)

For the three month period ended June 30, 2015 and 2014, the Company sold investments available-for-sale of $0 and
$37.2 million, respectively, resulting in gross gains of $0 and $214 and gross losses of $0 and $89. 

For the six month period ended June 30, 2015 and 2014, the Company sold investments available-for-sale of $11.4
million and $37.2 million, respectively, resulting in gross gains of $121 and $214 and gross losses of $0 and $89.

For the three and six month periods ended June 30, 2015, the Company sold investments held-to-maturity of $421,
resulting in gross gains of $5.  The held-to-maturity investment was sold due to a credit downgrade. The Company
sold no held-to-maturity investments during 2014.

Note 4 – Loans and Allowance for Loan Losses

The following table summarizes the primary segments of the allowance for loan losses (“ALL”), segregated into the
amount required for loans individually evaluated for impairment and the amount required for loans collectively
evaluated for impairment as of June 30, 2015:
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Home 
(in thousands) Commercial Residential Equity Consumer Total
ALL balance March 31, 2015 $ 4,647 $ 957 $ 680 $ 197 $ 6,481
Charge-offs  —  —  —  —  —
Recoveries  —  —  — 5 5
Provision 554 61 (48) (6) 561
ALL balance June 30, 2015 $ 5,201 $ 1,018 $ 632 $ 196 $ 7,047

10
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Home
Commercial Residential Equity Consumer Total

ALL balance December 31, 2014 $ 4,363 $ 962 $ 691 $ 207 $ 6,223
Charge-offs (409) (14)  —  — (423)
Recoveries 21 1 1 5 28
Provision 1,226 69 (60) (16) 1,219
ALL balance June 30, 2015 $ 5,201 $ 1,018 $ 632 $ 196 $ 7,047
Individually evaluated for impairment $ 605 $ 303 $ 28 $ 7 $ 943
Collectively evaluated for impairment $ 4,596 $ 715 $ 604 $ 189 $ 6,104

The following table summarizes the primary segments of the Company loan portfolio as of June 30, 2015:

(in thousands) Commercial Residential
Home
Equity Consumer Total

Individually evaluated for impairment $ 12,627 $ 1,008 $ 28 $ 11 $ 13,674
Collectively evaluated for impairment 644,457 183,535 53,078 16,341 897,411
Total Loans $ 657,084 $ 184,543 $ 53,106 $ 16,352 $ 911,085

The following table summarizes the primary segments of the allowance for loan losses (“ALL”), segregated into the
amount required for loans individually evaluated for impairment and the amount required for loans collectively
evaluated for impairment as of June 30, 2014:

Home
(in thousands) Commercial Residential Equity Consumer Total
ALL balance March 31, 2014 $ 3,902 $ 746 $ 555 $ 248 $ 5,451
Charge-offs  — (103)  — (1) (104)
Recoveries 4  — 1  — 5
Provision 579 42 269 (1) 889
ALL balance June 30, 2014 $ 4,485 $ 685 $ 825 $ 246 $ 6,241

Home
Commercial Residential Equity Consumer Total

ALL balance December 31, 2013 $ 3,609 $ 519 $ 554 $ 253 $ 4,935
Charge-offs  — (103)  — (8) (111)
Recoveries 4  — 2 3 9
Provision 872 269 269 (2) 1,408
ALL balance June 30, 2014 $ 4,485 $ 685 $ 825 $ 246 $ 6,241
Individually evaluated for impairment $ 1,507 $ 322 $ 29 $ 7 $ 1,865
Collectively evaluated for impairment $ 2,978 $ 363 $ 796 $ 239 $ 4,376
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The following table summarizes the primary segments of the Company loan portfolio as of June 30, 2014:

(in thousands) Commercial Residential Equity Consumer Total
Individually evaluated for impairment $ 6,726 $ 873 $ 29 $ 14 $ 7,642
Collectively evaluated for impairment 526,776 142,754 39,060 18,022 726,612
Total Loans $ 533,502 $ 143,627 $ 39,089 $ 18,036 $ 734,254

The allowance for loan losses is based on estimates, and actual losses will vary from current estimates.  Management
believes that the granularity of the homogeneous pools and the related historical loss ratios and other qualitative
factors, as well as the consistency in the application of assumptions, result in an ALL that is representative of the risk
found in the components of the portfolio at any given date.

All loan origination fees and direct loan origination costs are deferred and recognized over the life of the loan. As of
June 30, 2015 and 2014, net deferred fees and costs of $1,186 and $1,596, respectively, were included in the carrying
value of loans.

During December 2013 the Bank purchased $74.3 million in performing commercial real estate secured loans in the
northern Virginia area. At the time of acquisition, none of these loans were considered impaired. They were acquired
at a premium of roughly 1.024 or $1.8 million, which is being amortized in accordance with ASC 310-20. These
loans, with the exception of one, are collectively evaluated for impairment under ASC 450. The loans continue to be
individually monitored for payoff activity, and any necessary adjustments to the premium are made accordingly. The
loan that has been individually evaluated for impairment is discussed in further detail below in the discussion of
impaired loans.

12
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The following table presents impaired loans by class, segregated by those for which a specific allowance was required
and those for which a specific allowance was not necessary as of June 30, 2015 and December 31, 2014 (in
thousands):

Impaired
Loans with

Impaired Loans with No Specific
Specific Allowance Allowance Total Impaired Loans

Unpaid
Recorded Related Recorded Recorded Principal

June 30, 2015 Investment Allowance Investment Investment Balance
Commercial
Commercial Business $  — $  — $ 3,039 $ 3,039 $ 3,039
Commercial Real Estate 6,530 507  — 6,530 6,530
  Acquisition & Development 271 98 2,787 3,058 4,433
          Total Commercial 6,801 605 5,826 12,627 14,002
Residential 900 303 108 1,008 1,008
Home Equity 28 28  — 28 28
Consumer 7 7 4 11 1
Total impaired loans $ 7,736 $ 943 $ 5,938 $ 13,674 $ 15,039

December 31, 2014
Commercial
Commercial Business $  — $  — $ 3,606 $ 3,606 $ 3,606
Commercial Real Estate 1,527 260 5,021 6,548 6,548
  Acquisition & Development 273 102 3,355 3,628 4,703
          Total Commercial 1,800 362 11,982 13,782 14,857
Residential 969 298  — 969 969
Home Equity 28 28  — 28 28
Consumer 2 2  — 2 2
Total impaired loans $ 2,799 $ 690 $ 11,982 $ 14,781 $ 15,856

Impaired loans have decreased during 2015, primarily as the result of three loans, of which the recorded investment of
each has decreased for various reasons. A loan that is dependent upon the condition of the coal industry, which had a
balance of $3.6 million as of December 31, 2014, was reduced by principal payments totaling $567 and now
represents a recorded investment of $3.0 million. Meanwhile, two unrelated acquisition and development loans with a
total December 31, 2014 balance of $3.1 million were reduced as the result of a principal curtailment of a $268 and a
$300 charge-off. These two loans now represent a total recorded investment of $2.5 million. Meanwhile, it is
important to note that $8.1 million, or 59%, of the $13.7 million total recorded investment in impaired loans as of June
30, 2015 was concentrated in just two impaired loans. Furthermore, one of the two loans had a balance of $5.0 million
and is a loan to finance a commercial real estate property in the Northern Virginia market, which had as primary
tenants, government contractors that have vacated the premises as a result of losing significant contracts with the
United States government. This loan was purchased from another financial institution in late 2013 but it is the Bank’s

Edgar Filing: MVB FINANCIAL CORP - Form 10-Q

23



position that the “Loan Sales Agreement” has been breached by the selling institution and legal recourse is being
pursued by the Bank.
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The following tables present the average recorded investment in impaired loans and related interest income recognized
for the periods indicated (in thousands):

Six months ended Three months ended 
June 30, 2015 June 30, 2015

Interest Interest Interest Interest
Average Income Income Average Income Income
Investment Recognized Recognized on Investment Recognized Recognized
in Impaired on Accrual Cash in Impaired on Accrual on Cash
Loans Basis Basis Loans Basis Basis

Commercial
  Commercial Business $ 3,369 $ 78 $ 75 3,228 39 39
  Commercial Real Estate 6,538 30 25 6,533 15 12
  Acquisition &
Development 3,337 4 4 3,147 2 2
    Total Commercial 13,244 112 104 12,908 56 53
Residential 948 10 2 946 5  —
Home Equity 28 1 1 28  —  —
Consumer 2  —  — 1  —  —
Total $ 14,222 $ 123 $ 107 $ 13,883 $ 61 $ 53

Six months ended Three months ended 
June 30, 2014 June 30, 2014
Average Interest Interest Average Interest Interest
Investment Income Income Investment Income Income
in ImpairedRecognized on Recognized on in ImpairedRecognized on Recognized on
Loans Accrual Basis Cash Basis Loans Accrual Basis Cash Basis

Commercial
  Commercial Business $  — $  — $  — $  — $  — $  —
  Commercial Real Estate 1,911 30 35 1,907 15 15
  Acquisition &
Development 4,661 117 81 4,825 58 69
    Total Commercial 6,572 147 116 6,732 73 84
Residential 734 10 8 884 5 5
Home Equity 28 1  — 29  —  —
Consumer 30 1 1 15  —  —
Total $ 7,364 $ 159 $ 125 $ 7,660 $ 78 $ 89
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As of June 30, 2015, the Bank did not hold any foreclosed residential real estate property. However, there were five
consumer mortgage loans collateralized by residential real estate properties in the process of foreclosure. The total
recorded investment in these loans was $420 as of June 30, 2015.

Bank management uses a nine point internal risk rating system to monitor the credit quality of the overall loan
portfolio.  The first six categories are considered not criticized, and are aggregated as "Pass" rated.  The criticized
rating categories utilized by Bank management generally follow bank regulatory definitions.  The Special Mention
category includes assets that are currently protected but are potentially weak, resulting in an undue and unwarranted
credit risk, but not to the point of justifying a Substandard classification.  Loans in the Substandard category have
well-defined weaknesses that jeopardize the liquidation of the debt, and have a distinct possibility that some loss will
be sustained if the weaknesses are not corrected.  All loans greater than 90 days past due are considered
Substandard.  The portion of any
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loan that represents a specific allocation of the allowance for loan losses is placed in the Doubtful category.  Any
portion of a loan that has been charged off is placed in the Loss category.

To help ensure that risk ratings are accurate and reflect the present and future capacity of borrowers to repay a loan as
agreed, the Bank has a structured loan rating process with several layers of internal and external oversight.  Generally,
consumer and residential mortgage loans are included in the Pass categories unless a specific action, such as
bankruptcy, repossession, or death occurs to raise awareness of a possible credit event.  The Bank's Chief Credit
Officer is responsible for the timely and accurate risk rating of the loans in the portfolio at origination and on an
ongoing basis.  The Credit Department ensures that a review of all commercial relationships of one million dollars or
greater is performed annually.

Review of the appropriate risk grade is included in both the internal and external loan review process, and on an
ongoing basis.  The Bank has an experienced Credit Department that continually reviews and assesses loans within the
portfolio.  The Bank engages an external consultant to conduct loan reviews on at least an annual basis.  Generally, the
external consultant reviews larger commercial relationships or criticized relationships.  The Bank’s Credit Department
compiles detailed reviews, including plans for resolution, on loans classified as Substandard on a quarterly
basis.  Loans in the Special Mention and Substandard categories that are collectively evaluated for impairment are
given separate consideration in the determination of the allowance.

The following table represents the classes of the loan portfolio summarized by the aggregate Pass and the criticized
categories of Special Mention, Substandard and Doubtful within the internal risk rating system as of June 30, 2015
and December 31, 2014 (in thousands):

Special
June 30, 2015 Pass Mention Substandard Doubtful Total
Commercial
Commercial Business $ 307,156 $ 3,385 $ 3,185 $  — $ 313,726
Commercial Real Estate 249,488 11,072 7,272  — 267,832
Acquisition & Development 69,527 2,942 1,225 1,832 75,526
Total Commercial 626,171 17,399 11,682 1,832 657,084
Residential 181,412 2,051 996 84 184,543
Home Equity 52,724 354 28  — 53,106
Consumer 15,905 436 11  — 16,352
Total Loans $ 876,212 $ 20,240 $ 12,717 $ 1,916 $ 911,085
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Special
December 31, 2014 Pass Mention Substandard Doubtful Total
Commercial
Commercial Business $ 234,547 $ 618 $ 3,713 $  — $ 238,878
Commercial Real Estate 262,215 11,242 7,323  — 280,780
Acquisition & Development 34,391 3,075 1,496 2,132 41,094
Total Commercial 531,153 14,935 12,532 2,132 560,752
Residential 171,395 2,147 965  — 174,507
Home Equity 45,684 223 28  — 45,935
Consumer 16,477 624 2  — 17,103
Total Loans $ 764,709 $ 17,929 $ 13,527 $ 2,132 $ 798,297
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Management further monitors the performance and credit quality of the loan portfolio by analyzing the age of the
portfolio as determined by the length of time a recorded payment is past due. 

A loan that has deteriorated and is in a collection process could warrant non-accrual status. A thorough review is to be
presented to the Chief Credit Officer and or the Management Loan Committee ("MLC"), as required with respect to
any loan which is in a collection process and to make a determination as to whether the loan should be placed on
non-accrual status. The placement of loans on non-accrual status will be subject to applicable regulatory restrictions
and guidelines. Generally, loans should be placed in non-accrual status when the loan approaches 90 days past due,
when it becomes likely the borrower cannot or will not make scheduled principal or interest payments, when full
repayment of principal and interest is not expected, or when the loan displays potential loss characteristics. Normally,
all accrued interest should be charged off when a loan is placed in non-accrual status. Any payments subsequently
received should be applied to principal. To remove a loan from non-accrual status, all principal and interest due must
be paid up to date and the bank is reasonably sure of future satisfactory payment performance. Usually, this requires a
six-month recent history of payments due. Removal of a loan from non-accrual status will require the approval of the
Chief Credit Officer and or MLC.

The following table presents the classes of the loan portfolio summarized by the aging categories of performing loans
and nonaccrual loans as of June 30, 2015 and December 31, 2014 (in thousands):

30-59 Days 60-89 Days 90 Days + Total Non- 90+ Days
June 30, 2015 Current     Past Due        Past Due        Past Due        Past Due    Total Loans Accrual Still Accruing
Commercial
Commercial
Business $ 310,523 $ 3,107 $  — $ 96 $ 3,203 $ 313,726 $ 146 $ 10
Commercial
Real Estate 257,298 28 4,837 5,669 10,534 267,832 5,020 649
Acquisition &
Development 72,385  —  — 3,141 3,141 75,526 2,787 354
Total
Commercial 640,206 3,135 4,837 8,906 16,878 657,084 7,953 1,013
Residential 183,834  — 119 590 709 184,543 457 133
Home Equity 52,927 143  — 36 179 53,106 36  —
Consumer 16,151 10
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