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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
CASS INFORMATION SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Dollars in Thousands except Share and Per Share Data)

June 30,
2019 December 31,
(Unaudited) 2018

Cash and due from banks $ 16,811 $ 15,042

Federal funds sold and other short-term investments 93,367 36,610

Securities available-for-sale, at fair value 435,391 441,534

Less: Allowance for loan losses 10,506 10,225

Premises and equipment, net 21,156 22,031

Payments in excess of funding 174,348 160,777

Other intangible assets, net 1,345 1,554

Total assets $ 1,728,684 § 1,695,176

Liabilities:

Noninterest-bearing $ 259,082 $

Total deposits 636,629 721,926
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56,763 49,042

Shareholders’ Equity.
Common stock, par value $.50 per share; 40,000,000 shares authorized and 15,505,772 shares issued at June 30,

2019 and December 31, 2018 7,753 7,153
Retained earnings 83,470 75,171

Accumulated other comprehensive loss (9,932)
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Total liabilities and shareholders’ equity $ 1,728,684 §
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See accompanying notes to unaudited consolidated financial statements.




CASS INFORMATION SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(Dollars in Thousands except Per Share Data)

Three Months Ended Six Months Ended
June 30, June 30,
2019 2018 2019 2018

$ 26852 § 25221 $ 53309 $§ 50,048

8 (55) 19 (42)

Total fee revenue and other income 27,372 25,640 54,385 51,014

Interest and fees on loans 9,387 7,923 18,016 15,465

(=]

Taxable 639 489 1,281 81

Interest on federal funds sold and other short-term investments 1,307 769 2,896 1,629

Interest Expense:

Net interest income 12,022 10,719 23,629

Net interest income after provision for loan losses 12,022 10,719 23,379

Operating Expense:

Occupancy 998 925 1,957 1,779
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Total operating expense 29,971 27,463 58,433

Income tax expense 1,739 1,387 3,484

(o)

Basic earnings per share $ S53008 S510 8 1.10 $ 1.0

See accompanying notes to unaudited consolidated financial statements.




CASS INFORMATION SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(Dollars in Thousands)
Three Months Ended Six Months Ended
June 30, June 30,
2019 2018 2019 2018
Comprehensive Income:
Net income $ 7,684 $ 7509 $ 15847 § 15,601
Other comprehensive income:
Net unrealized gain (loss) on securities available-for-sale 4,609 (420) 11,746 (10,194)
Tax effect (1,097) 100 (2,796) 2,426
Reclassification adjustments for (gains) losses included in net income ®) 55 (19) 42
Tax effect 2 (13) 5 (10)
Foreign currency translation adjustments 18 (109) 4 (70)
Total comprehensive income $ 11,208 § 7,122 § 24787 $§ 7,795

See accompanying notes to unaudited consolidated financial statements.



CASS INFORMATION SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(Dollars in Thousands)

Six Months Ended
June 30,
2019 2018

Net income $ 15,847  $ 15,601

Depreciation and amortization 5,366 5,822

Stock-based compensation expense 1,417 1,477

(Decrease) increase in income tax liability (1,054) 1,637

(Increase) decrease in accounts receivable (1,351) 3,473

Net cash provided by operating activities 26,373 25,096

Proceeds from sales of securities available-for-sale 4,648 58,520

Purchase of securities available-for-sale — (60,108)

Increase in payments in excess of funding (13,571) (14,733)

Net cash used in investing activities (68,898) (30,367)

Net decrease in noninterest-bearing demand deposits (54,176) (16,185)

Net increase in time deposits 937 4,422

Cash dividends paid (7,548) (6,144)

Other financing activities, net (284) (195)

(47,420) (101,907)

Cash and cash equivalents at end of period $ 183,513 § 126,203

Cash paid for interest $ 2,496 $ 1,459

See accompanying notes to unaudited consolidated financial statements.
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CASS INFORMATION SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
THREE AND SIX MONTHS ENDED JUNE 30, 2018 AND 2019
(Unaudited)

(Dollars in Thousands except Per Share Data)

Accumulated
Additional Other
Common Paid-in Retained Treasury Comprehensive
Stock Capital Earnings Stock (Loss) Income Total

Net income 7,509 7,509

Issuance of 8,972 common shares pursuant to stock-based
compensation plan, net 277) 294 1

N

O

Stock-based compensation expense 839 83

Other comprehensive loss (388) (388)

Net income 7,684 7,684

Issuance of 8,968 common shares pursuant to stock-based
compensation plan, net 407) 450 4

w

S

Stock-based compensation expense 560 56

Other comprehensive income 3,524 3,524

Accumulated
Additional Other
Common Paid-in Retained Treasury Comprehensive
Stock Capital Earnings Stock (Loss) Income Total

Net income 15,601 15,601

Issuance of 32,428 common shares pursuant to stock-based
compensation plan, net (998)

W
(9]
—_

(447)

Stock-based compensation expense 1,477 1,477

Other comprehensive loss (7,806) (7,806)

Net income 15,847 15,847

Issuance of 34,092 common shares pursuant to stock-based
compensation plan, net (1,421) 1,276 (145)

Stock-based compensation expense 1,417 1,417

Other comprehensive income 8,940 8,940

See accompanying notes to unaudited consolidated financial statements.
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CASS INFORMATION SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 - Basis of Presentation

The accompanying unaudited consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles for
interim financial information and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do not include all of the
information and footnotes required by U.S. generally accepted accounting principles for complete financial statements. In the opinion of management, all
adjustments, consisting of normal recurring accruals, considered necessary for a fair presentation have been included. All share and per share data have been
restated to give effect to the 20% stock dividend paid on December 14, 2018. Certain amounts in prior-period financial statements have been reclassified to
conform to the current period’s presentation. For further information, refer to the audited consolidated financial statements and related footnotes included in
Cass Information System, Inc.’s (the “Company” or “Cass”) Annual Report on Form 10-K for the year ended December 31, 2018.

Note 2 — Intangible Assets
The Company accounts for intangible assets in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(“ASC”) 350, “Goodwill and Other Intangible Assets,” (“FASB ASC 350”), which requires that intangibles with indefinite useful lives be tested annually for

impairment and those with finite useful lives be amortized over their useful lives.

Details of the Company’s intangible assets are as follows:

June 30, 2019 December 31, 2018
Gross Carrying  Accumulated  Gross Carrying Accumulated
(In thousands) Amount Amortization Amount Amortization
Assets eligible for amortization:
Customer lists $ 4288 $ (3,256) $ 4288 % (3,071)
Patents 72 (18) 72 (16)
Non-compete agreements 332 (332) 332 (326)
Software 234 (234) 234 (234)
Other 500 (241) 500 (225)
Unamortized intangible assets:
Goodwill! 12,796 (227) 12,796 (227)
Total intangible assets $ 18222 $ (4,308) $ 18,222 $ (4,099)

1" Amortization through December 31, 2001 prior to adoption of FASB ASC 350.

The customer lists are amortized over seven and ten years; the patents over 18 years; the non-compete agreements over two and five years; software over
three years; and other intangible assets over 15 years. Amortization of intangible assets amounted to $209,000 and $221,000 for the six-month periods ended
June 30, 2019 and 2018, respectively. Estimated annual amortization of intangibles is as follows: $412,000 in 2019, $406,000 in each of 2020 and 2021, and
$88,000 in each of 2022 and 2023.
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Note 3 — Earnings Per Share

Basic earnings per share is computed by dividing net income by the weighted-average number of common shares outstanding. Diluted earnings per share is
computed by dividing net income by the sum of the weighted-average number of common shares outstanding and the weighted-average number of potential
common shares outstanding. There were no anti-dilutive shares in the three and six months ended June 30, 2019 and 2018. The calculations of basic and
diluted earnings per share are as follows:

Three Months Ended Six Months Ended
June 30, June 30,
(In thousands except share and per share data) 2019 2018 2019 2018
Basic
Net income $ 7,684 $ 7,509 $ 15,847  $ 15,601
Weighted-average common shares outstanding 14,434,232 14,687,882 14,444,821 14,683,773
Basic earnings per share $ 53008 S8 .10  § 1.06
Diluted
Net income $ 7,684 $ 7,509 $ 15,847 $ 15,601
Weighted-average common shares outstanding 14,434,232 14,687,882 14,444,821 14,683,773
Effect of dilutive restricted stock and stock appreciation rights 258,032 246,330 255,613 236,666
Weighted-average common shares outstanding assuming dilution 14,692,264 14,934,212 14,700,434 14,920,439
Diluted earnings per share $ 5208 S50 8 1.08 $ 1.05

Note 4 — Stock Repurchases

The Company maintains a treasury stock buyback program pursuant to which the Board of Directors has authorized the repurchase of up to 500,000 shares of
the Company’s common stock. As restored by the Board of Directors on January 29, 2019, the program provides that the Company may repurchase up to an
aggregate of 500,000 shares of common stock and has no expiration date. The Company repurchased 46,778 and 7,200 shares during the three-month periods
ended June 30, 2019 and 2018 and 154,593 and 18,656 shares for the six-month periods ended June 30, 2019 and 2018, respectively. As of June 30, 2019,
450,222 shares remained available for repurchase under the program. Repurchases may be made in the open market or through negotiated transactions from
time to time depending on market conditions.

Note 5 — Industry Segment Information

The services provided by the Company are classified into two reportable segments: Information Services and Banking Services. Each of these segments
provides distinct services that are marketed through different channels. They are managed separately due to their unique service and processing requirements.

The Information Services segment provides transportation, energy, telecommunication, and environmental invoice processing and payment services to large
corporations. The Banking Services segment provides banking services primarily to privately held businesses and faith-based ministries as well as supporting
the banking needs of the Information Services segment.

The Company’s accounting policies for segments are the same as those described in the summary of significant accounting policies in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2018. Management evaluates segment performance based on tax-equivalized* pre-tax income after

allocations for corporate expenses. Transactions between segments are accounted for at what management believes to be fair value.

Substantially all revenue originates from, and all long-lived assets are located within the United States, and no revenue from any customer of any segment
exceeds 10% of the Company’s consolidated revenue.

Funding sources represent average balances and deposits generated by Information Services and Banking Services and there is no allocation methodology
used. Segment interest income is a function of the relative share of average funding sources generated by each segment multiplied by the following rates:

e Information Services — fixed or variable rates depending upon the specific characteristics of the funding source, and
® Banking Services — a variable rate that is based upon the overall performance of Banking Services’ earning assets.

Any difference between total segment interest income and overall total Company interest income is included in Corporate, Eliminations, and Other.
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Summarized information about the Company’s operations in each industry segment is as follows:

Corporate,
Information Banking Eliminations
(In thousands) Services Services and Other Total

Fee income from customers $ 27,227  $ 392§ 247 $ 27,372

Interest expense — 1,305 — 1,305

Tax-equivalized pre-tax income* 6,791 3,555 (392) 9,954

Other intangible assets, net 1,345 — — 1,345

Average funding sources 650,231 570,980 1,221,211

Fee income from customers $ 25262 $ 318§ 60 $ 25,640
Interest expense — 794 — 794

Tax-equivalized pre-tax income* 6,750 3,385 (615) 9,520

Other intangible assets, net 1,775 — — 1,775

Average funding sources 617,287 553,237 1,170,524

Fee income from customers $ 54,023 $ 783 $ 421 $ 54,385

Interest expense — 2,595 — 2,595

Tax-equivalized pre-tax income* 14,378 6,815 (790) 20,403

Other intangible assets, net 1,345 — — 1,345

Average funding sources 648,918 581,034 1,229,952

>~

Fee income from customers $ 50,134  § 694 186  $ 51,014

Interest expense — 1,473 — 1,473

Tax-equivalized pre-tax income* 14,125 7,449 (1,566) 20,008

Other intangible assets, net 1,775 — — 1,775

Average funding sources 631,022 574,419 — 1,205,441

* Presented on a tax-equivalent basis assuming a tax rate of 21% for both 2019 and 2018. The tax-equivalent adjustment was approximately $531,000 and $624,000 for the Second Quarter of 2019 and 2018,
respectively, and $1,072,000 and $1,311,000 for the First Half of 2019 and 2018, respectively.
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Note 6 — Loans by Type
A summary of loan categories is as follows:

June 30, December 31,
(In thousands) 2019 2018

Real estate:

Mortgage 85,571

Faith-based:

Construction 17,438 20,576

Total loans $ 790,552 §$ 721,587

The following table presents the aging of loans by loan categories at June 30, 2019 and December 31, 2018:

Performing Nonperforming
90
Days
30-59  60-89 and Non- Total
(In thousands) Current Days Days Over accrual Loans

Commercial and industrial $ 348,176 § — $§ — $§ — % — $ 348,176

Commercial:

Construction 18,609 — — — — 18,609

Mortgage 319,083 — — — —

Other 1,675 — — — —

December 31, 2018

Real estate:

Mortgage 95,605 95,605

Faith-based:

Construction 20,576 — — — — 20,576

Total $ 721587 § — § — § — § — § 721,587
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The following table presents the credit exposure of the loan portfolio by internal credit grade as of June 30, 2019 and December 31, 2018:

Loans Performing Nonperforming
Subject to Loans Subject to Loans Subject
Normal Special to Special
(In thousands) Monitoring1 Monitoring2 Monitoring2 Total Loans
June 30, 2019
Commercial and industrial $ 347416 $ 760 $ — § 348,176
Real estate:
Commercial:
Mortgage 85,434 137 — 85,571
Construction 18,609 — — 18,609
Faith-based:
Mortgage 317,917 1,166 — 319,083
Construction 17,438 — — 17,438
Other 1,675 — — 1,675
Total $ 788489 $ 2,063 $ — § 790,552
December 31, 2018
Commercial and industrial $ 275308 $ 1,783 $ — $ 277,091
Real estate:
Commercial:
Mortgage 95,447 158 — 95,605
Construction 11,858 — — 11,858
Faith-based:
Mortgage 314,940 1,207 — 316,147
Construction 20,576 — — 20,576
Other 310 — — 310
Total $ 718,439 § 3,148 $ — $ 721,587

1 Loans subject to normal monitoring involve borrowers of acceptable-to-strong credit quality and risk, who have the apparent ability to satisfy their loan obligations.

2 Loans subject to special monitoring possess some credit deficiency or potential weakness which requires a high level of management attention.

Impaired loans consist primarily of nonaccrual loans, loans greater than 90 days past due and still accruing interest and troubled debt restructurings, both
performing and nonperforming. Troubled debt restructuring involves the granting of a concession to a borrower experiencing financial difficulty resulting in
the modification of terms of the loan, such as changes in payment schedule or interest rate. Management measures impairment in accordance with FASB ASC
310, “Allowance for Credit Losses.” There were no impaired loans, loans delinquent 90 days or more and still accruing, or loans classified as troubled debt

restructurings at June 30, 2019 and December 31, 2018.

There were no foreclosed loans recorded as other real estate owned as of June 30, 2019 and December 31, 2018.

A summary of the activity in the allowance for loan losses from December 31, 2018 to June 30, 2019 is as follows:

December 31, Charge- June 30,
(In thousands) 2018 Offs Recoveries  Provision 2019
Commercial and industrial $ 4,179 $ ) 31 $ 1,058 $§ 5,268
Real estate:
Commercial:
Mortgage 1,417 — — (148) 1,269
Construction 89 — — 51 140
Church, church-related:
Mortgage 3,961 = = 36 3,997
Construction 155 — — (24) 131
Other 424 — — (723) (299)
Total $ 10,225  $ — 3 31§ 250 $ 10,506
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A summary of the activity in the allowance for loan losses from December 31, 2017 to June 30, 2018 is as follows:

December 31, Charge- June 30,
(In thousands) 2017 Offs Recoveries  Provision 2018
Commercial and industrial $ 3652 $ — 3 10 $ 311 $§ 3,973
Real estate:
Commercial:
Mortgage 1,394 — — (80) 1,314
Construction 70 — — 90 160
Church, church-related:
Mortgage 3,962 — — (71) 3,891
Construction 196 — — 68 264
Industrial revenue bonds 52 — — (25) 27
Other 879 — — (293) 586
Total $ 10,205 $ — 3 10 $§ — $ 10,215

Note 7 — Commitments and Contingencies

In the normal course of business, the Company is party to activities that contain credit, market and operational risks that are not reflected in whole or in part
in the Company’s consolidated financial statements. Such activities include traditional off-balance sheet credit-related financial instruments and commitments
under operating leases. These financial instruments include commitments to extend credit, commercial letters of credit and standby letters of credit. The
Company’s maximum potential exposure to credit loss in the event of nonperformance by the other party to the financial instrument for commitments to
extend credit, commercial letters of credit and standby letters of credit is represented by the contractual amounts of those instruments. At June 30, 2019 and
December 31, 2018, no amounts have been accrued for any estimated losses for these instruments.

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition established in the contract. Commercial
and standby letters of credit are conditional commitments issued by the Company or its subsidiaries to guarantee the performance of a customer to a third
party. These off-balance sheet financial instruments generally have fixed expiration dates or other termination clauses and may require payment of a fee. At
June 30, 2019, the balances of unused loan commitments, standby and commercial letters of credit were $145,871,000, $9,927,000, and $2,908,000,
respectively. Since some of the financial instruments may expire without being drawn upon, the total amounts do not necessarily represent future cash
requirements. Commitments to extend credit and letters of credit are subject to the same underwriting standards as those financial instruments included on the
consolidated balance sheets. The Company evaluates each customer’s credit worthiness on a case-by-case basis. The amount of collateral obtained, if deemed
necessary upon extension of the credit, is based on management’s credit evaluation of the borrower. Collateral held varies, but is generally accounts
receivable, inventory, residential or income-producing commercial property or equipment. In the event of nonperformance, the Company or its subsidiaries
may obtain and liquidate the collateral to recover amounts paid under guarantees on these financial instruments.

The following table summarizes contractual cash obligations of the Company related to time deposits at June 30, 2019:

Amount of Commitment Expiration per Period

Less than 1-3 3-5 Over 5

(In thousands) Total 1 Year Years Years Years
Time deposits 73,394 49,165 21,812 2,417 —
Total $ 73394 $§ 49,165 $ 21812 $ 2417 $ —

The Company and its subsidiaries are involved in various pending legal actions and proceedings in which claims for damages are asserted. Management, after
discussion with legal counsel, believes the ultimate resolution of these legal actions and proceedings will not have a material effect upon the Company’s
consolidated financial position or results of operations.

-13-



Note 8 — Stock-Based Compensation

The Amended and Restated Omnibus Stock and Performance Compensation Plan (the “Omnibus Plan”) permits the issuance of up to 1,500,000 shares of the
Company’s common stock in the form of stock options, stock appreciation rights (“SARs”), restricted stock, restricted stock units and performance awards.
The Company may issue shares out of treasury stock for these awards. During the six months ended June 30, 2019, 35,002 restricted shares, 36,403
performance-based restricted shares, and 0 SARs were granted under the Omnibus Plan.

Restricted Stock

Beginning on April 16, 2013, restricted shares granted to Company employees are amortized to expense over a three-year vesting period whereas restricted
shares granted to members of the Board of Directors are amortized to expense over a one-year service period, with the exception of those shares granted in
lieu of cash payments for retainer fees which are expensed in the period earned. Beginning on February 2, 2017, restricted shares granted to Company

employees are amortized to expense over the three-year cliff vesting period.

As of June 30, 2019, the total unrecognized compensation expense related to non-vested restricted shares was $2,204,000, and the related weighted-average
period over which it is expected to be recognized is approximately 0.99 years.

Following is a summary of the activity of the restricted stock:

Six Months Ended
June 30, 2019
Shares Fair Value
Balance at December 31, 2018 99,724  § 45.48
Granted 35,002 49.02
Vested (13,264) 39.76
Balance at June 30, 2019 121,462  $ 47.13

Performance-Based Restricted Stock

In February of 2017, the Company granted three-year performance based restricted stock (“PBRS”) awards which are contingent upon the Company’s
achievement of pre-established financial goals over the period from January 1, 2017 through December 31, 2019. The PBRS awards cliff vest on the three
year anniversary of their grant date at levels ranging from 0% to 150% of the target opportunity based on the actual achievement of financial goals for the
three-year performance period. The aggregate target number of PBRS shares outstanding at June 30, 2019 was 30,057 with a grant date fair value of $49.33
per share. The 2019 expense related to these grants is currently estimated to be $595,000 and is based on the grant date fair value of the awards and the
Company’s achievement of 120% of the target financial goals. The estimated expense for 2019 and each future period through the vesting date is subject to
prospective adjustment based upon changes in the expected achievement of the financial goals.

In February and July of 2018, the Company granted three-year PBRS awards which are contingent upon the Company’s achievement of pre-established
financial goals over the period from January 1, 2018 through December 31, 2020. The PBRS awards cliff vest on the three year anniversary of their grant date
at levels ranging from 0% to 150% of the target opportunity based on the actual achievement of financial goals for the three-year performance period. The
aggregate target number of PBRS shares outstanding at June 30, 2019 was 35,258 with an average grant date fair value of $49.04 per share. The 2019 expense
related to these grants is currently estimated to be $674,000 and is based on the grant date fair value of the awards and the Company’s achievement of 117%
of the target financial goals. The estimated expense for 2019 and each future period through the vesting date is subject to prospective adjustment based upon
changes in the expected achievement of the financial goals.

In February of 2019, the Company granted three-year PBRS awards which are contingent upon the Company’s achievement of pre-established financial goals
over the period from January 1, 2019 through December 31, 2021. The PBRS awards cliff vest on the three year anniversary of their grant date at levels
ranging from 0% to 150% of the target opportunity based on the actual achievement of financial goals for the three-year performance period. The aggregate
target number of PBRS shares outstanding at June 30, 2019 was 36,403 with an average grant date fair value of $49.10 per share. The 2019 expense related to
these grants is currently estimated to be $590,000 and is based on the grant date fair value of the awards and the Company’s achievement of 108% of the
target financial goals. The estimated expense for 2019 and each future period through the vesting date is subject to prospective adjustment based upon
changes in the expected achievement of the financial goals.
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SARs

There were no SARs granted and no expense recognized during the six
Company’s SARs program for the six-month period ended June 30, 2019:

months ended June 30, 2019. Following is a summary of the activity of the

Weighted- Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Shares Price Term Years  (In thousands)
Outstanding at December 31, 2018 237,121  $ 29.86 350 $ 5,468
Exercised (11,335) 21.95 — —
Exercisable at June 30, 2019 225,786 $ 30.26 308 § 4,114

There were no non-vested SARs at June 30, 2019.
Note 9 — Defined Pension Plans

The Company has a noncontributory defined-benefit pension plan, which covers most of its employees. Effective December 31, 2016, the Plan was closed to
all new participants. The Company accrues and makes contributions designed to fund normal service costs on a current basis using the projected unit credit
with service proration method to amortize prior service costs arising from improvements in pension benefits and qualifying service prior to the establishment
of the plan over a period of approximately 30 years. Disclosure information is based on a measurement date of December 31 of the corresponding year. The
following table represents the components of the net periodic pension costs:

Estimated Actual
(In thousands) 2019 2018
Service cost — benefits earned during the year $ 3,708 § 4,017
Interest cost on projected benefit obligations 4,083 3,703
Expected return on plan assets (4,754) (5,202)
Net amortization and deferral 1,634 1,522
Net periodic pension cost $ 4671 $§ 4,040

Pension costs recorded to expense were $1,186,000 and $1,049,000 for the three-month periods ended June 30, 2019 and 2018, respectively and $2,365,000
and $2,098,000 for the six-month periods ended June 30, 2019 and 2018, respectively. Pension costs increased in 2019 primarily due to a decrease in the
discount rate. The Company made no contribution to the plan during the six-month period ended June 30, 2019 and is evaluating the amount of additional
contributions, if any, in the remainder of 2019.

In addition to the above funded benefit plan, the Company has an unfunded supplemental executive retirement plan which covers key executives of the
Company. This is a noncontributory plan in which the Company and its subsidiaries make accruals designed to fund normal service costs on a current basis
using the same method and criteria as its defined benefit plan. The following table represents the components of the net periodic pension costs for 2018 and
an estimate for 2019:

Estimated Actual
(In thousands) 2019 2018
Service cost — benefits earned during the year $ 97 $ 92
Interest cost on projected benefit obligation 408 348
Net amortization 276 581
Net periodic pension cost $ 781 $ 1,021

Pension costs recorded to expense were $196,000 and $256,000 for the three-month periods ended June 30, 2019 and 2018, respectively, and were $391,000
and $511,000 for the six-month periods ended June 30, 2019 and 2018, respectively.

Note 10 — Income Taxes

As of June 30, 2019, the Company’s unrecognized tax benefits were approximately $1,499,000, of which $1,380,000 would, if recognized, affect the
Company’s effective tax rate. As of December 31, 2018, the Company’s unrecognized tax benefits were approximately $1,403,000, of which $1,272,000
would, if recognized, affect the Company’s effective tax rate. During the next 12 months, the Company may realize a reduction of its unrecognized tax

benefits of approximately $317,000 due to the lapse of federal and state statutes of limitations.
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The Company recognizes interest and penalties related to uncertain tax positions in income tax expense. The Company had $173,000 and $136,000 of gross
interest accrued as of June 30, 2019 and December 31, 2018, respectively. There were no penalties for unrecognized tax benefits accrued at June 30, 2019 and
December 31, 2018.

The Company is subject to income tax in the U.S. federal jurisdiction and numerous state jurisdictions. U.S. federal income tax returns for tax years 2015
through 2017 remain subject to examination by the Internal Revenue Service. In addition, the Company is subject to state tax examinations for the tax years
2014 through 2017.

Note 11 — Investment in Securities

Investment securities available-for-sale are recorded at fair value on a recurring basis. The Company’s investment securities available-for-sale are measured at
fair value using Level 2 valuations. The market evaluation utilizes several sources which include “observable inputs” rather than “significant unobservable
inputs” and therefore falls into the Level 2 category. The amortized cost, gross unrealized gains, gross unrealized losses and fair value of investment securities
are summarized as follows:

June 30, 2019
Gross Gross
Amortized Unrealized Unrealized
(In thousands) Cost Gains Losses Fair Value
State and political subdivisions $ 318,924 $ 12,181 $ 7 $ 331,098
U.S. government agencies 102,091 554 347 102,298
Certificates of deposit 1,995 — — 1,995
Total $ 423,010 $ 12,735 % 354 § 435391
December 31, 2018
Gross Gross
Amortized Unrealized Unrealized
(In thousands) Cost Gains Losses Fair Value
State and political subdivisions $ 332,732 $ 3,791 $ 1,806 $ 334,717
U.S. government agencies 106,153 86 1,417 104,822
Certificates of deposit 1,995 — — 1,995
Total $ 440,880 $ 3,877 § 3223 $ 441,534

The fair values of securities with unrealized losses are as follows:

June 30, 2019
Less than 12 months 12 months or more Total

Estimated Unrealized Estimated  Unrealized Estimated Unrealized

(In thousands) Fair Value Losses Fair Value Losses Fair Value Losses
State and political subdivisions $ 1,007 $ — 3 2,976 $ 7 9 3983 § 7
U.S. government agencies — — 33,472 347 33,472 347
Total $ 1,007 $ — 3 36,448 $ 354 § 37455 $ 354
December 31, 2018
Less than 12 months 12 months or more Total

Estimated Unrealized Estimated Unrealized Estimated Unrealized

(In thousands) Fair Value Losses Fair Value Losses Fair Value Losses

State and political subdivisions $ 91,248 $ 556 $ 60546 $ 1,250 $ 151,794 $ 1,806

U.S. government agencies 30,409 130 38,005 1,287 68,414 1,417
Total $§ 121,657 § 686 $ 98,551 $ 2,537 $ 220,208 $ 3,223

There were 17 securities, or 6% of the total (15 greater than 12 months), in an unrealized loss position as of June 30, 2019. There were 136 securities, or 43%
of the total (61 greater than 12 months), in an unrealized loss position as of December 31, 2018. All unrealized losses were reviewed to determine whether the
losses were other than temporary. Management believes that all unrealized losses are temporary since they were market driven, and it is more likely than not
that the Company will not be required to sell prior to recovery of the amortized basis.
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The amortized cost and fair value of investment securities by contractual maturity are shown in the following table. Expected maturities may differ from
contractual maturities because borrowers have the right to prepay obligations with or without prepayment penalties.

June 30, 2019
(In thousands) Amortized Cost  Fair Value
Due in 1 year or less $ 25,149 $ 25,232
Due after 1 year through 5 years 114,928 116,965
Due after 5 years through 10 years 236,912 247,152
Due after 10 years 46,021 46,042
Total $ 423,010 $ 435,391

Proceeds from sales of investment securities classified as available-for-sale were $3,547,000 and $48,977,000 for the three months ended June 30, 2019 and
2018, respectively, and were $4,648,000 and $58,520,000 for the six months ended June 30, 2019 and 2018, respectively. Gross realized gains were $8,000
for the three months ended June 30, 2019 compared to gross realized losses of $55,000 for the three months ended June 30, 2018. Gross realized gains were
$19,000 for the six months ended June 30, 2019 compared to gross realized losses of $42,000 for the six months ended June 30, 2018. There were no
securities pledged to secure public deposits and for other purposes at June 30, 2019.

Note 12 — Fair Value of Financial Instruments

Following is a summary of the carrying amounts and fair values of the Company’s financial instruments:

June 30, 2019 December 31, 2018
Carrying Carrying
(In thousands) Amount Fair Value Amount Fair Value
Balance sheet assets:
Cash and cash equivalents $ 183,513  § 183,513 § 230,933 § 230,933
Investment securities 435,391 435,391 441,534 441,534
Loans, net 780,046 782,301 711,362 711,090
Accrued interest receivable 7,180 7,180 7,069 7,069
Total $ 1,406,130 $ 1,408,385 $ 1,390,898 $ 1,390,626
Balance sheet liabilities:
Deposits $ 636,629 $ 637,586 $ 721,926 $ 722,018
Accounts and drafts payable 794,871 794,871 694,360 694,360
Accrued interest payable 191 191 91 91
Total $ 1,431,691 $ 1,432,648 $ 1,416,377 $ 1,416,469

The following methods and assumptions were used to estimate the fair value of each class of financial instruments for which it is practicable to estimate that
value:

Cash and Cash Equivalents — The carrying amount approximates fair value.

Investment in Securities — The fair value is measured on a recurring basis using Level 2 valuations. Refer to Note 11, “Investment in Securities,” for fair value
and unrealized gains and losses by investment type.

Loans — The fair value is estimated using present values of future cash flows discounted at risk-adjusted interest rates for each loan category designated by
management and is therefore a Level 3 valuation. Management believes that the risk factor embedded in the interest rates along with the allowance for loan
losses result in a fair valuation.

Accrued Interest Receivable — The carrying amount approximates fair value.

Deposits — The fair value of demand deposits, savings deposits and certain money market deposits is the amount payable on demand at the reporting date. The
fair value of fixed-maturity certificates of deposit is estimated using the rates currently offered for deposits of similar remaining maturities and therefore, is a
Level 2 valuation. The fair value estimates above do not include the benefit that results from the low-cost funding provided by the deposit liabilities compared
to the cost of borrowing funds in the market or the benefit derived from the customer relationship inherent in existing deposits.

Accounts and Drafts Payable — The carrying amount approximates fair value.
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Accrued Interest — The carrying amount approximates fair value.

There were no transfers between Levels 1 and 2 of the fair value hierarchy for the six months ended June 30, 2019 and 2018. No financial instruments are
measured using Level 3 inputs for the six months ended June 30, 2019 and 2018.

Note 13 — Revenue from Contracts with Customers

On January 1, 2018, the Company adopted FASB ASC 606, Revenue from Contracts with Customers (“FASB ASC 606”) and selected the modified
retrospective transition method. The adoption of this new standard did not impact the Company’s results of operations or balance sheet and there was no
cumulative effect of initially applying this new revenue standard to the opening balance of retained earnings. Since interest income on loans and securities are
both excluded from this topic, a significant portion of the Company’s revenues are not subject to the new guidance. The services that fall within the scope of
FASB ASC 606 are presented within fee revenue and other income in the Consolidated Statements of Income and are recognized as revenue as the obligation
to the customer is satisfied. Services within the scope of FASB ASC 606 include invoice processing and payment fees, bank service fees, and other real estate
owned (“OREQ”).

Invoice processing fees — The Company earns fees on a per-item or monthly basis for the invoice processing services rendered on behalf of customers. Per-
item fees are recognized at the point in time when the performance obligation is satisfied. Monthly fees are earned over the course of a month, representing
the period over which the performance obligation is satisfied. The contracts have no significant impact of variable consideration and no significant financing
components.

Invoice payment fees — The Company earns fees on a transaction level basis for invoice payment services when making customer payments. Fees are
recognized at the point in time when the payment transactions are made, which is when the performance obligation is satisfied. The contracts have no
significant impact of variable consideration and no significant financing components.

Bank service fees — Revenue from service fees consists of service charges and fees on deposit accounts under depository agreements with customers to
provide access to deposited funds. Service charges on deposit accounts are transaction based fees that are recognized at the point in time when the
performance obligation is satisfied. Service charges are recognized on a monthly basis representing the period over which the performance obligation is
satisfied. The contracts have no significant impact of variable consideration and no significant financing components.

OREO — The Company currently does not have any OREO and has not in recent years. Net gains or losses would be recorded when other real estate is sold to
a third party and substantially all of the consideration for the transfer of property is received.

For the Three Months For the Six Months
Ended June 30, Ended June 30,
(In thousands) 2019 2018 2019 2018
Fee revenue and other income
In-scope of FASB ASC 606
Invoice processing fees $ 20447 $ 19467 $ 40,989 $ 38,616
Invoice payment fees 6,405 5,754 12,320 11,432
Information services payment and processing revenue 26,852 25,221 53,309 50,048
Bank service fees 301 359 677 694
Fee revenue (in-scope of FASB ASC 606) 27,153 25,580 53,986 50,742
Other income (out-of-scope of FASB ASC 606) 219 60 399 272
Total fee revenue and other income 27,372 25,640 54,385 51,014
Net interest income after provision for loan losses (out-of-scope of FASB ASC 606)l 12,022 10,719 23,379 21,328
Total net revenue $ 39394 $§ 36359 $§ 77,764 $ 72,342

I The Company earns interest income from the balances generated during the invoice processing and payment cycle and on deposit accounts, which is an integral component of the Company’s compensation for
services provided; but, is out-of-scope of FASB ASC 606.
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Note 14 — Leases

On January 1, 2019, the Company adopted Accounting Standards Update (“ASU”) No. 2016-02 — Leases (ASC Topic 842). The Company leases certain
premises under operating leases. As of June 30, 2019, the Company had lease liabilities of $7,290,000 and right-of-use assets of $6,570,000. Lease liabilities
and right-of-use assets are reflected in other liabilities and other assets, respectively. Presented within occupancy expense on the Consolidated Statements of
Income for the three months ended June 30, 2019, operating lease cost was $420,000, short-term lease cost was $38,000, and there was no variable lease cost.
For the six months ended June 30, 2019, operating lease cost was $840,000, short-term lease cost was $74,000, and there was no variable lease cost. For the
period ended June 30, 2019, the weighted average remaining lease term for the operating leases was 6.9 years and the weighted average discount rate used in
the measurement of operating lease liabilities was 5.5%. Certain of the Company’s leases contain options to renew the lease; however, these renewal options
are not included in the calculation of the lease liabilities as they are not reasonably certain to be exercised. There has been no significant change in the
Company’s expected future minimum lease payments since December 31, 2018. See the Company’s 2018 Annual Report on Form 10-K for information
regarding these commitments.

A maturity analysis of operating lease liabilities and undiscounted cash flows as of June 30, 2019 was as follows:

June 30,

(In thousands) 2019

Lease payments due

Less than 1 year $ 1,689
1-2 years 1,708
2-3 years 1,536
3-4 years 1,191
4-5 years 388
Over 5 years 2,169
Total undiscounted cash flows 8,681
Discount on cash flows 1,391
Total lease liability $ 7,290

There were no sale and leaseback transactions, leveraged leases, or lease transactions with related parties during the six months ended June 30, 2019. At June
30, 2019, the Company had one lease that had not yet commenced, but is expected to create approximately $800,000 of additional lease liabilities and right-
of-use assets for the Company. This lease is anticipated to commence in 2020.

Note 15 — Subsequent Events
In accordance with FASB ASC 855, “Subsequent Events,” the Company has evaluated subsequent events after the consolidated balance sheet date of June 30,
2019, and there were no events identified that would require additional disclosures to prevent the Company’s unaudited consolidated financial statements

from being misleading.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Overview

Cass provides payment and information processing services to large manufacturing, distribution and retail enterprises from its offices/locations in St. Louis,
Missouri, Columbus, Ohio, Boston, Massachusetts, Greenville, South Carolina, Wellington, Kansas, Jacksonville, Florida, Breda, Netherlands, Basingstoke,
United Kingdom, and Singapore. The Company’s services include freight invoice rating, payment processing, auditing, and the generation of accounting and
transportation information. Cass also processes and pays energy invoices, which include electricity and gas as well as waste and telecommunications expenses
and is a provider of telecom expense management solutions. Additionally, Cass provides a B2B payment platform for clients that require an agile fintech
partner. The Company also, through Cass Commercial Bank, its St. Louis, Missouri-based bank subsidiary provides banking services in the St. Louis
metropolitan area, Orange County, California, Colorado Springs, Colorado, and other selected cities in the United States. In addition to supporting the
Company’s payment operations, the Bank provides banking services to its target markets, which include privately-owned businesses and faith-based
ministries.

The specific payment and information processing services provided to each customer are developed individually to meet each customer’s requirements, which
can vary greatly. In addition, the degree of automation such as electronic data interchange, imaging, work flow, and web-based solutions varies greatly among
customers and industries. These factors combine so that pricing varies greatly among the customer base. In general, however, Cass is compensated for its
processing services through service fees and investment of account balances generated during the payment process. The amount, type, and calculation of
service fees vary greatly by service offering, but generally follow the volume of transactions processed. Interest income from the balances generated during
the payment processing cycle is affected by the amount of time Cass holds the funds prior to payment and the dollar volume processed. Both the number of
transactions processed and the dollar volume processed are therefore key metrics followed by management. Other factors will also influence revenue and
profitability, such as changes in the general level of interest rates, which have a significant effect on net interest income. The funds generated by these
processing activities are invested in overnight investments, investment grade securities, and loans generated by the Bank. The Bank earns most of its revenue
from net interest income, or the difference between the interest earned on its loans and investments and the interest paid on its deposits and other borrowings.
The Bank also assesses fees on other services such as cash management services.

Industry-wide factors that impact the Company include the willingness of large corporations to outsource key business functions such as freight, energy,
telecommunication and environmental payment and audit. The benefits that can be achieved by outsourcing transaction processing, and the management
information generated by Cass’ systems can be influenced by factors such as the competitive pressures within industries to improve profitability, the general
level of transportation costs, deregulation of energy costs, and consolidation of telecommunication providers. Economic factors that impact the Company
include the general level of economic activity that can affect the volume and size of invoices processed, the ability to hire and retain qualified staff, and the
growth and quality of the loan portfolio. The general level of interest rates also has a significant effect on the revenue of the Company. As discussed in greater
detail in Item 7A, “Quantitative and Qualitative Disclosures about Market Risk,” in the Company’s 2018 Annual Report on Form 10-K, a decline in the
general level of interest rates can have a negative impact on net interest income and conversely, a rise in the general level of interest rates can have a positive
impact on net interest income. The cost of fuel is another factor that has a significant impact on the transportation sector. As the price of fuel goes up or down,
the Company’s earnings increase or decrease with the dollar amount of transportation invoices. Another negative impact of low fuel prices could be a drop in
the number of invoices related to drilling supplies carried by domestic railroads and trucks that move pipes, sand and water for fracking operations.

Currently, management views Cass’ major opportunity as the continued expansion of its payment and information processing service offerings and customer
base. Management intends to accomplish this by maintaining the Company’s leadership position in applied technology, which when combined with the
security and processing controls of the Bank, makes Cass unique in the industry.

Critical Accounting Policy

The Company has prepared the consolidated financial statements in this report in accordance with the Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification (“ASC”). In preparing the consolidated financial statements, management makes estimates and assumptions that affect the
reported amount of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenue and expenses during the reporting period. These estimates have been generally accurate in the past, have been consistent and have not required any
material changes. There can be no assurances that actual results will not differ from those estimates. The accounting policy that requires significant
management estimates and is deemed critical to the Company’s results of operations or financial position has been discussed with the Audit Committee of the
Board of Directors and is described below.
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Allowance for Loan Losses. The Company performs periodic and systematic detailed reviews of its loan portfolio to assess overall collectability. The level of
the allowance for loan losses reflects management’s estimate of the collectability of the loan portfolio. Although these estimates are based on established
methodologies for determining allowance requirements, actual results can differ significantly from estimated results. These policies affect both segments of
the Company. The impact and associated risks related to these policies on the Company’s business operations are discussed in the “Provision and Allowance
for Loan Losses” section of this report. The Company’s estimates have been materially accurate in the past, and accordingly, the Company expects to
continue to utilize the present processes through 2019, after which current expected credit losses methodology will be adopted.

Results of Operations

The following paragraphs more fully discuss the results of operations and changes in financial condition for the three-month period ended June 30, 2019
(“Second Quarter of 2019”) compared to the three-month period ended June 30, 2018 (“Second Quarter of 2018”) and the six-month period ended June 30,
2019 (“First Half of 2019”) compared to the six-month period ended June 30, 2018 (“First Half of 2018”). The following discussion and analysis should be
read in conjunction with the unaudited consolidated financial statements and related notes and with the statistical information and financial data appearing in
this report, as well as in the Company’s 2018 Annual Report on Form 10-K. Results of operations for the Second Quarter and First Half of 2019 are not
necessarily indicative of the results to be attained for any other period.

Net Income

The following table summarizes the Company’s operating results:

Second Quarter of First Half of
% %
(In thousands except per share data) 2019 2018 Change 2019 2018 Change
Net income $ 7,684 $ 7,509 23% § 15,847 § 15,601 1.6%
Diluted earnings per share $ 52 $ .50 4.0% $ 1.08 $ 1.05 2.9%
Return on average assets 1.81% 1.90% — 1.89% 1.96% —
Return on average equity 13.21% 13.66% — 13.92% 14.29% —

Fee Revenue and Other Income

The Company’s fee revenue is derived mainly from transportation and facility payment and processing fees. As the Company provides its processing and
payment services, it is compensated by service fees which are typically calculated on a per-item basis and by the accounts and drafts payable balances
generated in the payment process which can be used to generate interest income. Processing volumes, fee revenue, and other income were as follows:

Second Quarter of First Half of
% %
(In thousands) 2019 2018 Change 2019 2018 Change
Transportation invoice volume 9,222 9,628 (4.2)% 18,170 18,819 (3.4)%
Transportation invoice dollar volume $ 7,121,202 $ 7,172,171 0.7% $ 14,106,975 $ 13,962,918 1.0%
Facility Expense transaction volume* 6,892 7,169 3.9% 13,886 14,290 2.8)%
Facility Expense dollar volume* $ 3,733,075 $ 3,233,769 15.4% $ 7,350,503  $ 6,671,972 10.2%
Payment and processing revenue $ 26,852 $ 25,221 65% 8 53,309 $ 50,048 6.5%

* Includes energy, telecom and waste.
Second Quarter of 2019 compared to Second Quarter of 2018:

Payment and processing revenue increased 7%. Factors continuing to influence performance were an expanding customer base and the development and
deployment of new revenue-generating services. Transportation invoice volume declined 4% as a historically robust second quarter in 2018 created a
challenging comparison in 2019.
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Additionally, a softening carrier market contributed to a 1% decline in transportation dollar volume. Facility-related (electricity, gas, waste and telecom
expense management) dollar volume was up a stout 15% due to significantly increased “spend” by several major clients plus contributions from new
customers. Facility expense transactions volume decreased 4% as the mix of customers, particularly in telecom expense management, changed from a
relatively high transaction/low dollar to relatively low transaction/high dollar average customer. Actual customer counts increased for the quarter.

Gains of $8,000 on the sales of securities were recognized in the Second Quarter of 2019, compared to losses of $55,000 in the Second Quarter of 2018.

First Half of 2019 compared to First Half of 2018:

Payment and processing revenue increased 7% for the same reasons as the Second Quarter. Transportation dollar volume increased 1% in the First Half of
2019 compared to the First Half of 2018. Transportation invoice volumes, as well as expense management transaction and dollar volumes, fluctuated for the
same reasons as the Second Quarter.

Gains of $19,000 on the sales of securities were recognized in the First Half of 2019, compared to losses of $42,000 in the First Half of 2018.

Net Interest Income

Net interest income is the difference between interest earned on loans, investments, and other earning assets and interest expense on deposits and other

interest-bearing liabilities. Net interest income is a significant source of the Company’s revenues. The following table summarizes the changes in tax-
equivalent net interest income and related factors:

Second Quarter of First Half of
% %
(In thousands) 2019 2018 Change 2019 2018 Change
Average earnings assets $ 1,430,983 $ 1,348,188 6.1% $ 1,434,777 $ 1,379,393 4.0%
Average interest-bearing liabilities 379,397 365,569 3.8% 384,594 373,703 2.9%
Net interest income* 12,553 11,343 10.7% 24,701 22,640 9.1%
Net interest margin* 3.52% 3.37% 3.47% 331%
Yield on earning assets* 3.88% 3.61% 3.84% 3.53%
Rate on interest-bearing liabilities 1.38% 87% 1.36% 19%

* Presented on a tax-equivalent basis assuming a tax rate of 21% for both 2019 and 2018.

Second Quarter of 2019 compared to Second Quarter of 2018:

Second Quarter of 2019 average earning assets increased $82,795,000, or 6.1%, compared to the same period in the prior year. Loans increased $61,225,000,
or 8.6%, and average federal funds sold and short-term investments increased $41,893,000, or 40.7%. These were partially offset by a decrease in average
investment securities of $23,181,000, or 5.1%, in the Second Quarter of 2019 compared to the Second Quarter of 2018.

Average accounts and drafts payable increased $60,346,000, or 8.4%, and non-interest bearing demand deposits increased $22,669,000, or 9.6%, in the
Second Quarter of 2019 compared to the Second Quarter of 2018. Total average interest-bearing liabilities for the Second Quarter of 2019 increased
$13,828,000, or 3.8%, compared to the Second Quarter of 2018 primarily as a result of higher time deposits.

The changes to the interest rate environment also led to an increase in the rate on interest-bearing liabilities in the Second Quarter of 2019 compared to the
Second Quarter of 2018.

First Half of 2019 compared to First Half of 2018:

First Half of 2019 average earning assets increased $55,384,000, or 4.0%, compared to the same period in the prior year. Loans increased $46,407,000, or
6.6%, and average federal funds sold and short-term investments increased $17,166,000 or 13.9%. These were partially offset by a decrease in average
investment securities of $23,836,000, or 5.2%, for the First Half of 2019 as compared to the First Half of 2018.

Average accounts and drafts payable balances for the First Half of 2019 increased $34,794,000, or 4.8%, and non-interest-bearing demand deposits increased
$22,479,000, or 9.3%, as compared to the First Half of 2018. Total average interest-bearing deposits increased $10,891,000, or 2.9%, compared to the First
Half of 2018 primarily as a result of higher time deposits.

Net interest income and net interest margin were impacted by the same factors as the Second Quarter.

For more information on the changes in net interest income, please refer to the tables that follow.
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Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rate and Interest Differential

The following tables show the condensed average balance sheets for each of the periods reported, the tax-equivalent interest income and expense on each
category of interest-earning assets and interest-bearing liabilities, and the average yield on such categories of interest-earning assets and the average rates paid
on such categories of interest-bearing liabilities for each of the periods reported.

Second Quarter of 2019 Second Quarter of 2018
Interest Interest
Average Income/ Yield/ Average Income/ Yield/

(In thousands) Balance Expense Rate Balance Expense Rate
Assets!
Earning assets
Loans®3:

Taxable $ 769,394 $ 9,387 4.89% $ 706,160 $ 7,906 4.49%

Tax-exempt? — — — 2,009 21 4.19
Investment securities>:

Taxable 104,740 630 241 80,289 462 2.31

Tax-exempt? 322,208 2,524 3.14 369,840 2,952 3.20
Certificates of deposit 1,995 10 2.01 7,188 27 1.51
Interest-bearing deposits in other financial institutions 87,883 477 2.18 79,832 346 1.74
Federal funds sold and other short-term investments 144,763 830 2.30 102,870 423 1.65
Total earning assets 1,430,983 13,858 3.88 1,348,188 12,137 3.61
Non-earning assets:

Cash and due from banks 12,726 12,769

Premises and equipment, net 21,580 22,578

Bank-owned life insurance 17,540 17,085

Goodwill and other intangibles 13,975 14,410

Other assets 216,337 176,425

Allowance for loan losses (10,498) (10,213)
Total assets $ 1,702,643 $ 1,581,242
Liabilities and Shareholders’ Equity1
Interest-bearing liabilities:

Interest-bearing demand Deposits $ 296,017 $ 923 125%  § 301,190 $ 610 .81%

Savings deposits 9,867 26 1.06 12,250 27 .88

Time deposits >= $100 24,954 120 1.93 23,171 86 1.49

Other time deposits 48,559 236 1.95 28,958 71 .98
Total interest-bearing deposits 379,397 1,305 1.38 365,569 794 .87
Non-interest bearing liabilities:

Demand deposits 259,377 236,708

Accounts and drafts payable 774,623 714,277

Other liabilities 55,879 44,203
Total liabilities 1,469,276 1,360,757
Shareholders’ equity 233,367 220,485
Total liabilities and shareholders’ equity $ 1,702,643 $ 1,581,242
Net interest income $ 12,553 $ 11,343
Net interest margin 3.52% 3.37%
Interest spread 2.50 2.74

1. Balances shown are daily averages.

2. Interest income on loans includes net loan fees of $77,000 and $81,000 for the Second Quarter of 2019 and 2018, respectively.

3. Interest income is presented on a tax-equivalent basis assuming a tax rate of 21%for both 2019 and 2018. The tax-equivalent adjustment was approximately $531,000 and $624,000 for the Second Quarter of
2019 and 2018, respectively.

4. For purposes of these computations, yields on investment securities are computed as interest income divided by the average amortized cost of the investments.
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First Half of 2019 First Half of 2018
Interest Interest
Average Income/ Yield/ Average Income/ Yield/

(In thousands) Balance Expense Rate Balance Expense Rate
Assets!
Earning assets
Loans®?:

Taxable 745,592 18,016 487%  $ 696,768 15,430 4.47%

Tax-exempt? — — — 2,417 45 3.75
Investment securities>:

Taxable 105,685 1,262 2.41 67,465 756 2.26

Tax-exempt4 326,393 5,103 3.15 388,448 6,199 322
Certificates of deposit 1,995 20 2.02 7,351 54 1.48
Interest-bearing deposits in other financial institutions 114,314 1,286 2.27 93,312 745 1.61
Federal funds sold and other short-term investments 140,798 1,609 2.30 123,632 884 1.44
Total earning assets 1,434,777 27,296 3.84 1,379,393 24,113 3.53
Non-earning assets:

Cash and due from banks 13,268 13,510

Premises and equipment, net 21,796 22,190

Bank-owned life insurance 17,485 17,027

Goodwill and other intangibles 14,027 14,465

Other assets 203,974 169,394

Allowance for loan losses (10,365) (10,211)
Total assets 1,694,962 $ 1,605,768
Liabilities and Shareholders’ Equity1
Interest-bearing liabilities:

Interest-bearing demand deposits 300,429 1,845 1.24%  $ 310,044 1,130 13%

Savings deposits 10,932 59 1.09 11,281 46 .82

Time deposits >= $100 24,092 231 1.93 23,278 161 1.39

Other time deposits 49,141 460 1.89 29,100 136 .94
Total interest-bearing deposits 384,594 2,595 1.36 373,703 1,473 79
Non-interest bearing liabilities:

Demand deposits 264,743 242,264

Accounts and drafts payable 762,416 727,622

Other liabilities 53,666 42,093
Total liabilities 1,465,419 1,385,682
Shareholders’ equity 229,543 220,086
Total liabilities and shareholders’ equity 1,694,962 $ 1,605,768
Net interest income $ 24,701 $ 22,640
Net interest margin 3.47% 3.31%
Interest spread 2.48 2.74

1. Balances shown are daily averages.

2. Interest income on loans includes net loan fees of $242,000 and $191,000 for the First Half of 2019 and 2018, respectively.
3. Interest income is presented on a tax-equivalent basis assuming a tax rate of 21%for both 2019 and 2018. The tax-equivalent adjustment was approximately $1,072,000 and $1,311,000 for the First Half of

2019 and 2018, respectively.

4. For purposes of these computations, yields on investment securities are computed as interest income divided by the average amortized cost of the investments.
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Analysis of Net Interest Income Changes

The following tables present the changes in interest income and expense between periods due to changes in volume and interest rates. That portion of the
change in interest attributable to the combined rate/volume variance has been allocated to rate and volume changes in proportion to the absolute dollar
amounts of the change in each.

Second Quarter of 2019 Over
Second Quarter of 2018

(In thousands) Volume Rate Total

Increase (decrease) in interest income:

Loans!:
Taxable $ 740 $ 741 $ 1,481
Tax-exemptZ 1) — #3))
Investment securities:
Taxable 146 22 168
Tax-exempt? (374) (54) (428)
Certificates of deposit (24) 7 a7
Interest-bearing deposits in other financial institutions 37 94 131
Federal funds sold and other short-term investments 207 200 407
Total interest income 711 1,010 1,721
Interest expense on:
Interest-bearing demand deposits (11) 324 313
Savings deposits 6) 5 (1)
Time deposits >=$100 7 27 34
Other time deposits 67 98 165
Total interest expense 57 454 511
Net interest income $ 654 $ 556 $ 1,210

1. Interest income includes net loan fees.
2. Interest income is presented on a tax-equivalent basis assuming a tax rate of 21% for the Second Quarter of 2019 and 2018.

First Half of 2019 Over
First Half of 2018
(In thousands) Volume Rate Total
Increase (decrease) in interest income:
Loans!:
Taxable $ 1,124 $ 1,462 $ 2,586
Tax—exempt2 (45) — (45)
Investment securities:
Taxable 453 53 506
Tax-exemptZ 972) (124) (1,096)
Certificates of deposit (49) 15 (34)
Interest-bearing deposits in other financial institutions 192 349 541
Federal funds sold and other short-term investments 137 588 725
Total interest income 840 2,343 3,183
Interest expense on:
Interest-bearing demand deposits (36) 751 715
Savings deposits (1) 14 13
Time deposits >=$100 6 64 70
Other time deposits 132 192 324
Total interest expense 101 1,021 1,122
Net interest income $ 739 $ 1,322 $ 2,061

1. Interest income includes net loan fees.
2. Interest income is presented on a tax-equivalent basis assuming a tax rate of 21% for the First Half of 2019 and 2018.

Provision and Allowance for Loan Losses (“ALLL”)

A significant determinant of the Company’s operating results can be the provision for loan losses. There was no provision for loan losses during the Second
Quarter of 2019 or the Second Quarter of 2018. There was a loan loss provision of $250,000 recorded in the First Half of 2019 to support the growth in the
loan portfolio. There was no loan loss provision in the First Half of 2018. As discussed below, the Company continually analyzes the outstanding loan
portfolio based on the performance, financial condition and collateralization of the credits. Net loan recoveries were $20,000 during the Second Quarter of
2019 and $5,000 during the Second Quarter of 2018. Net loan recoveries were $31,000 in the First Half of 2019 and $10,000 during the First Half of 2018.
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The ALLL at June 30, 2019 was $10,506,000 and at December 31, 2018 was $10,225,000. The ratio of ALLL to total loans outstanding was 1.33% and
1.43% at June 30, 2019 and December 31, 2018, respectively. There were no nonperforming loans at June 30, 2019 or December 31, 2018.

The ALLL has been established and is maintained to absorb reasonably estimated and probable losses in the loan portfolio. An ongoing assessment is
performed to determine if the balance is adequate. Charges or credits are made to expense to cover any deficiency or reduce any excess, as required. The
current methodology consists of two components: 1) estimated credit losses on individually evaluated loans that are determined to be impaired in accordance
with FASB ASC 310 “Allowance for Credit Losses,” and 2) estimated credit losses inherent in the remainder of the loan portfolio in accordance with FASB
ASC 450, “Contingencies.” Estimated credit losses is an estimate of the current amount of loans that is probable the Company will be unable to collect
according to the original terms.

For loans that are individually evaluated, the Company uses two impairment measurement methods: 1) the present value of expected future cash flows and 2)
collateral value. For the remainder of the portfolio, the Company groups loans with similar risk characteristics into eight segments and applies historical loss
rates to each segment based on a five fiscal-year look-back period. In addition, qualitative factors including credit concentration risk, national and local
economic conditions, nature and volume of loan portfolio, legal and regulatory factors, downturns in specific industries including losses in collateral value,
trends in credit quality at the Company and in the banking industry and trends in risk-rating agencies are also considered.

The Company also utilizes ratio analysis to evaluate the overall reasonableness of the ALLL compared to its peers and required levels of regulatory capital.
Federal and state agencies review the Company’s methodology for maintaining the ALLL. These agencies may require the Company to adjust the ALLL
based on their judgments and interpretations about information available to them at the time of their examinations.

Summary of Asset Quality

The following table presents information on the Company’s provision for loan losses and analysis of the ALLL:

Second Quarter of First Half of

(In thousands) 2019 2018 2019 2018
Allowance at beginning of period $ 10,486 $ 10,210 $ 10,225 $ 10,205
Provision — — 250 —

Loans charged off — — — —

Recoveries on loans previously charged off 20 5 31 10
Net recoveries 20 5 31 10
Allowance at end of period $ 10,506 $ 10,215 $ 10,506 $ 10,215
Loans outstanding:

Average $ 769,394 § 708,169 § 745,592 $699,185

June 30 790,552 714,861 790,552 714,861
Ratio of ALLL to loans outstanding:

Average 1.37% 1.44% 1.41% 1.46%

June 30 1.33% 1.43% 1.33% 1.43%
Impaired loans:

Nonaccrual loans $ — 3 — $ — 3 —

Loans past due 90 days or more — — — —

Troubled debt restructurings — — — —

Total impaired loans $ — 3 — $ — 8 —

Foreclosed assets $ — 3 — $ —  $ —

Impaired loans as percentage of average loans — — — —

The Bank had no property carried as other real estate owned as of June 30, 2019 or June 30, 2018.
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Operating Expenses

Total operating expenses for the Second Quarter of 2019 were up 9.1%, or $2,508,000, compared to the Second Quarter of 2018 and were up $4,788,000, or
8.9%, for the First Half of 2019 compared to the First Half of 2018.

Personnel expense for the Second Quarter of 2019 increased $1,214,000 compared to the Second Quarter of 2018 and increased $3,109,000 to $45,080,000
for the First Half of 2019 compared to the First Half of 2018 as the Company continued to invest in the technology and staff required to win and support new
business, annual salary merit increases, and increased retirement plan costs.

Outside service expense for the Second Quarter of 2019 increased $372,000, or 20.2%, compared to the Second Quarter of 2018 and $525,000, or 14.1%, for
the First Half of 2019 from the First Half of 2018. Equipment expense for the Second Quarter of 2019 increased $144,000, or 10.2%, compared to the Second
Quarter of 2018 and $305,000, or 11.2%, for the First Half of 2019 from the First Half of 2018. These increases were the result of the continued strategic
investment in technology to win and support new business and the ongoing restructuring of the IT organization.

Financial Condition

Total assets at June 30, 2019 were $1,728,684,000, an increase of $33,508,000, or 2.0%, from December 31, 2018. The most significant changes in asset
balances during this period were increases of $68,965,000 in loans and $13,571,000 in payments in excess of funding. These were partially offset by a
decrease in cash and cash equivalents of $47,420,000. Changes in cash and cash equivalents reflect the Company’s daily liquidity position and are affected by
the changes in the other asset balances and changes in deposit and accounts and drafts payable balances.

Total liabilities at June 30, 2019 were $1,488,263,000, an increase of $22,935,000, or 1.6%, from December 31, 2018. Total deposits at June 30, 2019 were
$636,629,000, a decrease of $85,297,000, or 11.8%, from December 31, 2018. This deposit outflow was a result of the competitive interest rate environment
and the fluctuations related to the B2B payment platform deposit accounts. Accounts and drafts payable at June 30, 2019 were $794,871,000, an increase of
$100,511,000, or 14.5%, from December 31, 2018. Total shareholders’ equity at June 30, 2019 was $240,421,000, a $10,573,000, or 4.6%, increase from
December 31, 2018. Total shareholders’ equity increased as a result of net income of $15,847,000 and the change in accumulated other comprehensive
income of $8,940,000. These were partially offset by the share repurchases of $7,799,000 and dividends paid of $7,548,000.

Accounts and drafts payable will fluctuate from period-end to period-end due to the payment processing cycle, which results in lower balances on days when
payments clear and higher balances on days when payments are issued. For this reason, average balances are a more meaningful measure of accounts and
drafts payable (for average balances refer to the tables under the “Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rate and Interest
Differential” section of this report).

Liquidity and Capital Resources

The balance of liquid assets consists of cash and cash equivalents, which include cash and due from banks, interest-bearing deposits in other financial
institutions, federal funds sold and other short-term investments was $183,513,000 at June 30, 2019, a decrease of $47,420,000, or 20.5%, from December 31,
2018. At June 30, 2019, these assets represented 10.6% of total assets. These funds are the Company’s and its subsidiaries’ primary source of liquidity to meet
future expected and unexpected loan demand, depositor withdrawals or reductions in accounts and drafts payable. Changes in the Company’s daily liquidity
position are affected by the changes in the other asset balances and changes in deposit and accounts and drafts payable balances.

Secondary sources of liquidity include the investment portfolio and borrowing lines. Total investment in securities was $435,391,000 at June 30, 2019, a
decrease of $6,143,000 from December 31, 2018. These assets represented 25.2% of total assets at June 30, 2019. Of this total, 76% were state and political
subdivision securities. Of the total portfolio, 5.8% mature in one year or less, 26.9% mature in one to five years, and 67.3% mature in five or more years.

The Bank has unsecured lines of credit at correspondent banks to purchase federal funds up to a maximum of $83,000,000 at the following banks: US Bank,
$20,000,000; UMB Bank, $20,000,000; Wells Fargo Bank, $15,000,000; Frost National Bank, $10,000,000; PNC Bank, $12,000,000; and JPM Chase Bank,
$6,000,000. The Bank also has secured lines of credit with the Federal Home Loan Bank of $187,396,000 collateralized by commercial mortgage loans. The
Company also has secured lines of credit with UMB Bank of $50,000,000 and First Tennessee Bank of $50,000,000 with state and political subdivision and
U.S. government agency securities held in safekeeping to collateralize any borrowings. There were no amounts outstanding under any line of credit as of June
30, 2019 or December 31, 2018.
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The deposits of the Company’s banking subsidiary have historically been stable, consisting of a sizable volume of core deposits related to customers that
utilize other commercial products of the Bank. However, as mentioned above the competitive interest rate environment has resulted in deposit outflow. The
accounts and drafts payable generated by the Company has also historically been a stable source of funds. The Company is part of the Certificate of Deposit
Account Registry Service (“CDARS”) and Insured Cash Sweep (“ICS”) deposit placement programs. Time deposits include $48,844,000 of CDARS deposits
and interest-bearing demand deposits include $61,503,000 of ICS deposits. These programs offer the Bank’s customers the ability to maximize Federal
Deposit Insurance Corporation (“FDIC”) insurance coverage. The Company uses these programs to retain or attract deposits from existing customers.

Net cash flows provided by operating activities were $26,373,000 for the First Half of 2019, compared with $25,096,000 for the First Half of 2018, an
increase of $1,277,000. Net cash flows from investing and financing activities fluctuate greatly as the Company actively manages its investment and loan
portfolios and customer activity influences changes in deposit and accounts and drafts payable balances. Other causes for the changes in these account
balances are discussed earlier in this report. Due to the daily fluctuations in these account balances, the analysis of changes in average balances, also
discussed earlier in this report, can be more indicative of underlying activity than the period-end balances used in the statements of cash flows. Management
anticipates that cash and cash equivalents, maturing investments and cash from operations will continue to be sufficient to fund the Company’s operations and
capital expenditures in 2019, which are estimated to range from $4 million to $6 million.

The Company faces market risk to the extent that its net interest income and fair market value of equity are affected by changes in market interest rates. For
information regarding the market risk of the Company’s financial instruments, see Item 3, “Quantitative and Qualitative Disclosures about Market Risk.”

There are several trends and uncertainties that may impact the Company’s ability to generate revenues and income at the levels that it has in the past. In
addition, these trends and uncertainties may impact available liquidity. Those that could significantly impact the Company include the general levels of
interest rates, business activity, and energy costs as well as new business opportunities available to the Company.

As a financial institution, a significant source of the Company’s earnings is generated from net interest income. Therefore, the prevailing interest rate
environment is important to the Company’s performance. A major portion of the Company’s funding sources are the non-interest bearing accounts and drafts
payable generated from its payment and information processing services. Accordingly, higher levels of interest rates will generally allow the Company to earn
more net interest income. Conversely, a lower interest rate environment will generally tend to depress net interest income. The Company actively manages its
balance sheet in an effort to maximize net interest income as the interest rate environment changes. This balance sheet management impacts the mix of
earning assets maintained by the Company at any point in time. For example, in a low interest rate environment, short-term relatively lower rate liquid
investments may be reduced in favor of longer-term relatively higher yielding investments and loans. If the primary source of liquidity is reduced in a low
interest rate environment, a greater reliance would be placed on secondary sources of liquidity including borrowing lines, the ability of the Bank to generate
deposits, and the investment portfolio to ensure overall liquidity remains at acceptable levels.

The overall level of economic activity can have a significant impact on the Company’s ability to generate revenues and income, as the volume and size of
customer invoices processed may increase or decrease. Higher levels of economic activity increase both fee income (as more invoices are processed) and
balances of accounts and drafts payable.

The relative level of energy costs can impact the Company’s earnings and available liquidity. Lower levels of energy costs will tend to decrease transportation
and energy invoice amounts resulting in a corresponding decrease in accounts and drafts payable. Decreases in accounts and drafts payable generate lower
interest income and reduce liquidity.

New business opportunities are an important component of the Company’s strategy to grow earnings and improve performance. Generating new customers
allows the Company to leverage existing systems and facilities and grow revenues faster than expenses.

The Basel III Capital Rules require FDIC insured depository institutions to meet and maintain several minimum capital standards: a common equity Tier 1
capital to risk-based assets ratio of 4.5%, a Tier 1 capital to risk-based assets ratio of 6.0%, a total capital to risk-based assets of 8.0%, and a 4.0% Tier 1

capital to total assets leverage ratio.
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Common equity Tier 1 capital is generally defined as common stockholders’ equity and retained earnings. Tier 1 capital is generally defined as common
equity Tier 1 and Additional Tier 1 capital. Additional Tier 1 capital generally includes certain noncumulative perpetual preferred stock and related surplus
and minority interests in equity accounts of consolidated subsidiaries. Total capital includes Tier 1 capital (common equity Tier 1 capital plus Additional Tier
1 capital) and Tier 2 capital. Tier 2 capital is comprised of capital instruments and related surplus meeting specified requirements. Also included in Tier 2
capital is the allowance for loan losses limited to a maximum of 1.25% of risk-weighted assets and, for non-advanced approaches institutions like Cass that
have exercised a one-time opt-out election regarding the treatment of Accumulated Other Comprehensive Income, up to 45% of net unrealized gains on
available-for-sale equity securities with readily determinable fair market values. The calculation of all types of regulatory capital is subject to deductions and
adjustments specified in applicable regulations.

In determining the amount of risk-weighted assets for purposes of calculating risk-based capital ratios, all assets, including certain off-balance sheet assets are
multiplied by a risk weight factor assigned by the regulations based on the risks believed inherent in the type of asset. Higher levels of capital are required for
asset categories believed to present greater risk. For example, a risk weight of 0% is assigned to cash and U.S. government securities, a risk weight of 50% is
generally assigned to prudently underwritten first lien one to four-family residential mortgages, a risk weight of 100% is assigned to commercial and
consumer loans, a risk weight of 150% is assigned to certain past due loans, and a risk weight of between 0% to 600% is assigned to permissible equity
interests, depending on certain specified factors.

Fully phased-in as of January 1, 2019, the Basel III Capital Rules require banking organizations, like Cass, to maintain:

® a minimum ratio of common equity Tier 1 capital to risk-weighted assets of at least 4.5%, plus a 2.5% capital conservation buffer;
a minimum ratio of Tier 1 capital to risk-weighted assets of at least 6.0%, plus a 2.5% capital conservation buffer;
a minimum ratio of total capital (that is, Tier 1 plus Tier 2 capital) to risk-weighted assets of at least 8.0%, plus the 2.5% capital conservation buffer;
and

® a minimum leverage ratio of 4.0%, calculated as the ratio of Tier 1 capital to adjusted average consolidated assets.

The capital conservation buffer is designed to absorb losses during periods of economic stress. Banking institutions with a ratio of common equity Tier 1
capital to risk-weighted assets above the minimum but below the conservation buffer will face limitations on the payment of dividends, common stock

repurchases and discretionary cash payments to executive officers based on the amount of the shortfall.

The Company and the Bank continue to exceed all regulatory capital requirements, as evidenced by the following capital amounts and ratios:

June 30, 2019 December 31, 2018

(Dollars in thousands) Amount Ratio Amount Ratio
Total capital (to risk-weighted assets)

Cass Information Systems, Inc. $ 246,788 20.05% $ 244,660 21.38%

Cass Commercial Bank 146,107 18.38% 137,894 18.31%
Common Equity Tier I Capital (to risk-weighted assets)

Cass Information Systems, Inc. $ 236,282 19.20% $ 234,435 20.49%

Cass Commercial Bank 138,069 17.37% 130,037 17.26%
Tier I capital (to risk-weighted assets)

Cass Information Systems, Inc. $ 236,282 19.20% $§ 234,435 20.49%

Cass Commercial Bank 138,069 17.37% 130,037 17.26%
Tier I capital (to average assets)

Cass Information Systems, Inc. $ 236,282 13.99% $ 234,435 13.89%

Cass Commercial Bank 138,069 16.90% 130,037 15.35%
Inflation

The Company’s assets and liabilities are primarily monetary, consisting of cash, cash equivalents, securities, loans, payables and deposits. Monetary assets
and liabilities are those that can be converted into a fixed number of dollars. The Company's consolidated balance sheet reflects a net positive monetary
position (monetary assets exceed monetary liabilities). During periods of inflation, the holding of a net positive monetary position will result in an overall
decline in the purchasing power of a company. Management believes that replacement costs of equipment, furniture, and leasehold improvements will not
materially affect operations. The rate of inflation does affect certain expenses, such as those for employee compensation, which may not be readily
recoverable in the price of the Company’s services.
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Impact of New and Not Yet Adopted Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02 — Leases (ASC Topic 842). The ASU improves financial reporting about leasing transactions. The ASU
affects all companies and other organizations that lease assets such as real estate, airplanes, and manufacturing equipment. Consistent with current generally
accepted accounting principles (GAAP), the recognition, measurement, and presentation of expenses and cash flows arising from a lease by a lessee primarily
will depend on its classification as a finance or operating lease. However, unlike current GAAP—which requires only capital leases to be recognized on the
balance sheet—the new ASU will require both types of leases to be recognized on the balance sheet. The ASU also requires disclosures to help investors and
other financial statement users better understand the amount, timing, and uncertainty of cash flows arising from leases. These disclosures include qualitative
and quantitative requirements, providing additional information about the amounts recorded in the financial statements. The Company elected to apply ASU
2016-02 as of the beginning of the period of adoption (January 1, 2019) and will not restate comparative periods. The Company has elected to apply the
package of practical expedients allowed by the new standard under which the Company need not reassess (i) whether any expired or existing contracts are or
contain leases, (ii) the lease classification for any expired or existing leases and (iii) initial direct costs for any existing leases. Adoption of the ASU resulted
in the recognition of lease liabilities totaling $7,808,000 and the right-of-use assets totaling $7,383,000. The initial balance sheet gross up upon adoption was
related to operating leases of certain real estate properties. See Note 14 — Leases for additional disclosures related to leases.

In June 2016, the FASB issued ASU No. 2016-13 - Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. The ASU requires measurement and recognition of expected credit losses for financial assets held. Under this standard, it will be required to hold
an allowance equal to the expected life-of-loan losses on the loan portfolio. The standard is effective for fiscal periods beginning after December 15, 2019.
The Company has formed a cross-functional working group under the direction of the Chief Financial Officer comprised of individuals from various
functional areas including credit, risk management, finance, and accounting to address the adoption and implementation of the ASU. The group is currently
working through the implementation plan and in the process of developing an in-house solution to use in the adoption of the ASU. The Company expects to
recognize a one-time cumulative effect adjustment to the allowance for loan losses as of the beginning of the first reporting period in which the new standard
is effective, but cannot yet determine the magnitude of any such one-time adjustment or the overall impact of the new guidance on the consolidated financial
statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As described in the Company’s Annual Report on Form 10-K for the year ended December 31, 2018, the Company manages its interest rate risk through
measurement techniques that include gap analysis and a simulation model. As part of the risk management process, asset/liability management policies are
established and monitored by management. The policy objective is to limit the change in annualized net interest income to 15.0% from an immediate and
sustained parallel change in interest rates of 200 basis points. Based on the Company’s most recent evaluation, management does not believe the Company’s
risk position at June 30, 2019 has changed materially from that at December 31, 2018.

ITEM 4. CONTROLS AND PROCEDURES

The Company’s management, under the supervision and with the participation of the principal executive officer and the principal financial officer, evaluated
the effectiveness of the Company’s disclosure controls and procedures (as defined in Rules 13a-15¢ and 15d-15e under the Securities Exchange Act of 1934,
as amended) as of the end of the period covered by this report and concluded that, as of such date, these controls and procedures were effective.

There were no changes in the Second Quarter of 2019 in the Company’s internal control over financial reporting identified by the Company’s principal
executive officer and principal financial officer in connection with their evaluation that materially affected or are reasonably likely to materially affect the
Company’s internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934, as amended).

PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
The Company is the subject of various pending or threatened legal actions and proceedings, including those that arise in the ordinary course of
business. Management believes the outcome of all such proceedings will not have a material effect on the businesses or financial conditions of the
Company or its subsidiaries.

ITEM 1A. RISK FACTORS
The Company has included in Part I, Item 1A of its Annual Report on Form 10-K for the year ended December 31, 2018, a description of certain
risks and uncertainties that could affect the Company’s business, future performance or financial condition (the “Risk Factors™). There are no
material changes to the Risk Factors as disclosed in the Company’s 2018 Annual Report on Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
During the three months ended June 30, 2019, the Company repurchased a total of 46,778 shares of its common stock pursuant to its treasury
stock buyback program, as follows:

Total Number Maximum

of Shares Number of

Purchased as Shares that
Part of May Yet Be

Total Publicly Purchased

Number of Announced Under the

Shares Average Price Plans or Plans or

Period Purchased Paid per Share Programsl Programs
April 1,2019 — April 30,2019 — — — 497,000
May 1, 2019 — May 31, 2019 28,225 $ 44.86 28,225 468,775
June 1, 2019 — June 30, 2019 18,553 $ 44.84 18,553 450,222
Total 46,778 $ 44.85 46,778 450,222

(1)  All repurchases made during the quarter ended June 30, 2019 were made pursuant to the treasury stock buyback program, which was authorized by the Board of Directors on October 17, 2011
and announced by the Company on October 20, 2011. The program, as modified by the Board of Directors on October 20, 2014, provides that the Company may repurchase up to an
aggregate of 500,000 shares of common stock and has no expiration date. The program is periodically modified by the Board of Directors and was most recently modified on January 29, 2019
to restore the aggregate number of shares available for repurchase to 500,000.
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM 5. OTHER INFORMATION
(a)  None.
(b)  There have been no material changes to the procedures by which security holders may recommend nominees to the Company’s Board of
Directors implemented in the Second Quarter of 2019.
ITEM 6. EXHIBITS
Exhibit 31.1 Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Exhibit 31.2 Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Exhibit 32.1 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Exhibit 32.2 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Exhibit 101.INS XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document.

Exhibit 101.SCH XBRL Taxonomy Extension Schema Document.

Exhibit 101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.
Exhibit 101.LAB XBRL Taxonomy Extension Label Linkbase Document.
Exhibit 101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.
Exhibit 101.DEF XBRL Taxonomy Extension Definition Linkbase Document.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

CASS INFORMATION SYSTEMS, INC.

DATE: August 6, 2019 By /s/ Eric H. Brunngraber
Eric H. Brunngraber

Chairman, President and Chief Executive Officer
(Principal Executive Officer)

DATE: August 6,2019 By /s/ P. Stephen Appelbaum
P. Stephen Appelbaum

Executive Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1

CERTIFICATIONS

I, Eric H. Brunngraber, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of Cass Information Systems, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

(@

(b)

©

(d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: August 6, 2019

/s/ Eric H. Brunngraber

Eric H. Brunngraber
Chairman, President and Chief
Executive Officer

(Principal Executive Officer)




Exhibit 31.2

CERTIFICATIONS

I, P. Stephen Appelbaum, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of Cass Information Systems, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

(@

(b)

©

(d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: August 6, 2019

/s/ P. Stephen Appelbaum

P. Stephen Appelbaum

Executive Vice President and Chief Financial
Officer

(Principal Financial and Accounting Officer)




Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Cass Information Systems, Inc. (“the Company”) on Form 10-Q for the period ended June 30, 2019 as filed with the

Securities and Exchange Commission on the date hereof (the “Report”), I, Eric H. Brunngraber, Chairman, President, and Chief Executive Officer of the

Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Eric H. Brunngraber

Eric H. Brunngraber

Chairman, President and Chief Executive
Officer

(Principal Executive Officer)

August 6, 2019

A signed original of this written statement required by Section 906 has been provided to Cass Information Systems, Inc. and will be retained by Cass Information
Systems, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Cass Information Systems, Inc. (“the Company”) on Form 10-Q for the period ended June 30, 2019 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, P. Stephen Appelbaum, Executive Vice President and Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ P. Stephen Appelbaum
P. Stephen Appelbaum
Executive Vice President and Chief Financial
Officer
(Principal Financial and Accounting Officer)
August 6, 2019

A signed original of this written statement required by Section 906 has been provided to Cass Information Systems, Inc. and will be retained by Cass Information
Systems, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.




