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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

Emclaire Financial Corp. and Subsidiary
Consolidated Balance Sheets
As of March 31, 2003 and December 31, 2002
(Dollar amounts in thousands, except share data)

Assets

Cash and due from banks
Interest-earning deposits in banks
Federal funds sold

Cash and cash equivalents
Securities available for sale
Securities held to maturity; fair value of $18 and $29
Loans receivable held for sale

Loans receivable, net of allowance for loan losses of $1,620 and $1,587

Federal bank stocks, at cost
Bank-owned life insurance
Accrued interest receivable
Premises and equipment

Goodwill

Core deposit intangibles

Prepaild expenses and other assets

Total assets

Liabilities and Stockholders' Equity

Liabilities:
Deposits:
Noninterest bearing
Interest bearing

Total deposits

March 31,
2003
(unaudited)

$ 8,101

402
169,229
1,525
4,109
1,270
3,983
1,422
133

944

$ 36,245
175,005

211,250

Decemb
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Borrowed funds
Accrued interest payable
Accrued expenses and other liabilities

Total liabilities

Stockholders' Equity:

Preferred stock, $1.00 par value, 3,000,000 shares authorized;
none issued

Common stock, $1.25 par value, 12,000,000 shares authorized;
1,395,852 shares issued and 1,332,835 shares outstanding

Additional paid-in capital

Treasury stock, at cost; 63,017 shares

Retained earnings

Accumulated other comprehensive income

Total stockholders' equity

Total liabilities and stockholders' equity

See accompanying notes to consolidated financial statements.

Emclaire Financial Corp. and Subsidiary
Consolidated Income Statements
For the three months ended March 31, 2003 and 2002
(Dollar amounts in thousands, except share data)

Three months ended

March 31,
2003 2002
Interest and dividend income:
Loans receivable $2,981 $3,143
Securities:
Taxable 342 369
Exempt from federal income tax 193 141
Federal bank stocks 15 15
Deposits with banks and federal funds sold 13 13
Total interest income 3,544 3,681
Interest expense:
Deposits 1,110 1,228
Borrowed funds 107 60
Total interest expense 1,217 1,288
Net interest income 2,327 2,393

Provision for loan losses 75 111
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Net interest income after provision for loan
losses 2,252 2,282

Noninterest income:

Service fees 243 230
Gain on sale of securities held for sale 14 -
Earnings on bank-owned life insurance 58 -
Other 68 67

Total noninterest income 383 297

Noninterest expense:

Compensation and employee benefits 1,093 1,014
Premises and equipment, net 289 289
Intangible amortization expense 36 49
Other 502 563
Total noninterest expense 1,920 1,915

Net income before provision for income taxes 715 664
Provision for income taxes 175 181
Net income $540 $483
Net income per share $0.41 $0.36
Dividends per share $0.21 $0.19
Weighted average common shares outstanding 1,332,835 1,332,835

See accompanying notes to consolidated financial statements.

2

Emclaire Financial Corp. and Subsidiary
Consolidated Statement of Changes in Stockholder's Equity
For the three months ended March 31, 2003
(Dollar amounts in thousands)

Acc
Additional
Common Paid-in Treasury Retained Com
Stock Capital Stock Earnings Inc
Balance at December 31, 2002 $1,745 $10,871 $(971) $9,978
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Comprehensive income:
Net income - - - 540
Change in net unrealized gain on
securities available for sale, net of
taxes of $45 - - - -

Comprehensive income

Dividends paid - - - (280)

Balance at March 31, 2003 $1,745 $10,871 $(971) $10,238

See accompanying notes to consolidated financial statements.

Emclaire Financial Corp. and Subsidiary
Consolidated Statements of Cash Flows
For the three months ended March 31, 2003 and 2002
(Dollar amounts in thousands)

Operating activities:

Net income $540 $483
Adjustments to reconcile net income to net cash provided
by operating activities:

Depreciation and amortization for premises and equipment 98 119
Provision for loan losses 75 111
Amortization of premiums and accretion of discounts, net 45 18
Gain on sale of securities available for sale 14 -
Earnings on bank-owned life insurance, net (55) -
Amortization of intangible assets 36 49
Decrease (increase) in accrued interest receivable 55 (54)
Decrease (increase) in prepaid expenses and other assets (334) (5)
Increase (decrease) in accrued interest payable (13) (18)
Increase (decrease) in accrued expenses and other liabilities 279 208
Other (49) 25
Net cash from operating activities 691 936

Lending and Investing Activities:

Loan originations, net of principal collections (173) (3,970)
Purchases of securities available for sale (13,023) (3,239)
Purchases of Federal bank stocks (227) -
Repayments, maturities and calls of securities available for sale 13,640 3,975
Principal repayments of securities held to maturity 11 -
Proceeds from the sale of securities available for sale 245 -
Purchases of premises and equipment (403) (149)
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Net cash from lending and investing activities 70 (3,383)

Deposit and Financing Activities:

Net increase in deposits 6,825 3,474
Dividends paid on common stock (280) (253)
Net cash from deposit and financing activities 6,545 3,221
Net increase in cash equivalents 7,306 774
Cash equivalents at beginning of period 7,716 9,157
Cash equivalents at end of period $15,022 $9,931

Supplemental information:

Interest paid $1,230 $1, 3006
Income taxes paid 48 50

See accompanying notes to consolidated financial statements.

Emclaire Financial Corp. and Subsidiary
Notes to Consolidated Financial Statements

1. Business and Basis of Presentation

Emclaire Financial Corp. (the Corporation) is a Pennsylvania
corporation and bank holding company that provides a full range of
retail and commercial financial products and services to customers in
western Pennsylvania through its wholly owned subsidiary bank, the
Farmers National Bank of Emlenton (the Bank), a national banking
association. The consolidated financial statements contained herein
include the accounts of the Corporation and the Bank, which operate as
one operating segment. All inter-company amounts have been eliminated.

The accompanying unaudited consolidated financial statements for the
interim periods include all adjustments, consisting of normal recurring
accruals, which are necessary, in the opinion of management, to fairly
reflect the Corporation's financial position and results of operations.
Additionally, these consolidated financial statements for the interim
periods have been prepared in accordance with instructions for the
Securities and Exchange Commission's Form 10-QSB and therefore do not
include all information or footnotes necessary for a complete
presentation of financial condition, results of operations and cash
flows in conformity with accounting principles generally accepted in
the United States of America. For further information, refer to the
audited consolidated financial statements and footnotes thereto for the
year ended December 31, 2002, as contained in the Corporation's 2002
Annual Report to Stockholders.

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported
amounts in the consolidated financial statements and accompanying
notes. Actual results could differ from those estimates. Material
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estimates that are particularly susceptible to significant change in
the near term relate to the determination of the allowance for loan
losses and deferred tax assets. The results of operations for interim
quarterly or year to date periods are not necessarily indicative of the
results that may be expected for the entire year or any other period.
Certain amounts previously reported may have been reclassified to
conform to the current year's financial statement presentation.

2. Net Income Per Share
The Corporation maintains a simple capital structure with no common
stock equivalents. Earnings per share computations are based on the
weighted average number of common shares outstanding for the respective
reporting periods.

3. Comprehensive Income
Total comprehensive income was comprised of the following for the three

month period ended March 31:

Three Months Ended

March 31,

In thousands 2003 2002
Net income $540 $483
Change in net unrealized gain on securities available

for sale, net of taxes 84 (69)
Comprehensive income $624 $414

5
4. Securities

The following table summarizes the Corporation's securities as of the
respective dates:

(In thousands) Amortized Unrealized Unrealized Fair
cost gains losses value

March 31, 2003:

U.S. Government securities $13,678 $270 $— $13,948
Municipal securities 16,017 420 (74) 16,363
Corporate securities 15,199 437 (21) 15,615
Equity securities 1,333 696 - 2,029

$46,227 $1,823 $(95) $47,955

December 31, 2002:
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U.S. Government securities $17,486 $350 S— $17,836
Municipal securities 16,515 391 (99) 16,807
Corporate securities 12,146 421 (5) 12,562
Equity securities 971 543 - 1,514

$47,118 $1,705 $(104) $48,719

Held to maturity:

March 31, 2003:

Mortgage-backed securities $18 $— $— $18
s s s sis
becember 31, 2002:
Mortgage-backed securities $29 $— $— $29
s s s s
5. Loans Receivable

The Corporation's loans receivable as of the respective dates are
summarized as follows:

March 31, December 31,
(In thousands) 2003 2002
Mortgage loans:
Residential first mortgage $80, 766 $82,449
Home equity 20,001 19,136
Commercial real estate 36,291 34,986
137,058 136,571
Other loans:
Consumer 12,424 12,660
Commercial business 21,367 21,913
33,791 34,573
Total gross loans 170,849 171,144
Less allowance for loan losses 1,620 1,587
$169,229 $169,557

6. Deposits

The Corporation's deposits as of the respective dates are summarized as
follows:
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(Dollar amounts in thousands) March 31, 2003 December 31, 2002
Weighted Weighted
average average
Type of accounts rate Amount % rate Amount %
Noninterest-bearing deposits - $36,245 17.2% $32,762 16
Interest-bearing demand deposits 0.84% 76,014 36.0% 0.88% 72,637 35
Time deposits 3.85% 98,991 46.9% 3.97% 99,026 48
2.11% $211,250 100.0% 2.24% $204,425 100
7

Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations

This section discusses the consolidated financial condition and results of
operations of Emclaire Financial Corp. (the Corporation) and its wholly owned
subsidiary bank, the Farmers National Bank of Emlenton (the Bank), for the three
month period ended March 31, 2003 and should be read in conjunction with the
accompanying consolidated financial statements and notes presented on pages 1
through 7.

Discussions of certain matters in this Report on Form 10-QSB may constitute
forward-looking statements within the meaning of the Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange
Act of 1934, as amended (the "Exchange Act"), and as such, may involve risks and
uncertainties. Forward-looking statements, which are based on certain
assumptions and describe future plans, strategies, and expectations, are
generally identifiable by the use of words or phrases such as "believe", "plan",
"expect", "intend", "anticipate", "estimate", "project", "forecast", "may
increase", "may fluctuate", "may improve" and similar expressions of future or
conditional verbs such as "will", "should", "would", and "could". These
forward-looking statements relate to, among other things, expectations of the
business environment in which the Corporation operates, projections of future
performance, potential future credit experience, perceived opportunities in the
market, and statements regarding the Corporation's mission and vision. The
Corporation's actual results, performance, and achievements may differ
materially from the results, performance, and achievements expressed or implied
in such forward-looking statements due to a wide range of factors. These factors
include, but are not limited to, changes in interest rates, general economic
conditions, the demand for the Corporation's products and services, accounting
principles or guidelines, legislative and regulatory changes, monetary and
fiscal policies of the US Government, US Treasury, and Federal Reserve, real
estate markets, competition in the financial services industry, attracting and
retaining key personnel, performance of new employees, regulatory actions,
changes in and utilization of new technologies, and other risks detailed in the
Corporation's reports filed with the Securities and Exchange Commission (SEC)
from time to time, including the Annual Report on Form 10-KSB for the fiscal
year ended December 31, 2002. These factors should be considered in evaluating
the forward-looking statements, and undue reliance should not be placed on such

10



Edgar Filing: EMCLAIRE FINANCIAL CORP - Form 10QSB

statements. The Corporation does not undertake, and specifically disclaims any
obligation, to update any forward-looking statements to reflect occurrences or
unanticipated events or circumstances after the date of such statements.

CHANGES IN FINANCIAL CONDITION

General. The Corporation's total assets increased $7.4 million or 3.1% to $246.0
million at March 31, 2003 from $238.6 million at December 31, 2002. This net
increase was comprised of an increase in cash and cash equivalents of $7.3
million. Loans and securities remained stable at $169.6 million and $48.0
million, respectively. The increase in total assets reflects a corresponding
increase in total liabilities and total stockholders' equity of $7.1 million or
3.3% and $344,000 or 1.5%, respectively. The increase in total liabilities was
primarily the result of an increase in deposits of $6.8 million. This increase
in deposits funded the Corporation's asset growth for the period. The increase
in stockholders' equity was primarily the result of increases in retained
earnings and accumulated other comprehensive income of $260,000 and $84,000,
respectively.

Cash and cash equivalents. Cash and cash equivalents increased $7.3 million or
94.7% to $15.0 million at March 31, 2003 from $7.7 million at December 31, 2002.
The net increase between March 31, 2003 and December 31, 2002 was primarily the
result of the aforementioned increase in customer deposits. Management intends
to deploy these funds in loans and securities during the second quarter of 2003.

Securities. The Corporation's securities portfolio decreased $775,000 or 1.6% to
$48.0 million at March 31, 2003 from $48.7 million at December 31, 2002. This
net decrease was primarily the result of security maturities and calls of $13.9
million, during the three months ended March 31, 2003. Partially offsetting the
decrease in the portfolio resulting from maturities and calls were security
purchases of $13.1 million, during the period.

Security purchases were comprised of U.S. government agency, corporate and
marketable equity securities of $7.2 million, $5.3 million and $593,000,
respectively. Security maturities and calls were comprised of U.S. government
agency, tax-free municipal, corporate and marketable equity securities of $11.0
million, $500,000, $2.3 million and $135,000, respectively. Corporate securities
that were purchased and that matured during the period included primarily
short-term commercial paper utilized to manage interest-earned on funds
maintained for liquidity purposes. At March 31, 2003, the Corporation maintained
$3.7 million in commercial paper that is scheduled to mature within three
months.

Loans receivable. Net loans receivable remained stable at $169.6 million,
including $402,000 of loans held for sale, at March 31, 2003. The composition of
the Corporation's loan portfolio shifted slightly from residential mortgages to
commercial mortgages and home equity loan products as consumers have continued
to refinance their first mortgage loans in this low interest rate environment.
For the most part, the Bank has been able to stem residential mortgages exiting
the institution, but during the first quarter of 2003, amortization and
refinancing activity slightly outpaced new production. Also contributing to the
reduction in residential mortgages was the identification of certain loans to be
sold as discussed below. The commercial real estate loan portfolio has grown
during the first three months of 2003 due to the retention of several large
commercial customers as efforts continue to expand commercial lending activities
in the Bank's existing markets. The increase in home equity loans outstanding is
the direct result of specific home equity loan product development and related
marketing campaigns put forth through the Bank' s retail branch network.

11
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During the first quarter of 2003, management identified and designated $402,000
of residential mortgage loans for sale in the secondary market. These loans were
originated for sale and met certain interest rate and term parameters
established by management in connection with managing the Corporation's asset
and liability mix and interest rate risk. The loans were originated during the
first quarter of 2003 and the sale of these loans is expected occur in April
2003.

Non-performing assets. Non-performing assets include non-accrual loans and real
estate acquired through foreclosure. Non-performing assets amounted to $1.3
million or 0.53% and $1.2 million or 0.49% of total assets at March 31, 2003 and
December 31, 2002, respectively.

Deposits. Total deposits increased $6.8 million or 3.3% to $211.3 million at
March 31, 2003 from $204.4 million at December 31, 2002. This increase was
comprised of increases in noninterest bearing and interest bearing deposits of
$3.5 million and $3.3 million, respectively. The general increase in deposits
during the period can be attributed primarily to: (1) an overall movement of
funds in the marketplace by customers from mutual fund and stock investments
into FDIC insured bank deposits as a result of recent national economic
instability, and (2) the opening of a new branch banking office in Butler
County, PA in late January 2003.

Stockholders' equity. Stockholders' equity increased $344,000 or 1.5% to $23.0
million at March 31, 2003 from $22.7 million at December 31, 2002. This increase
was principally the result of an increase in retained earnings of $260,000,
comprised of net income of $540,000 offset by dividends paid of $280,000, and an
increase in accumulated other comprehensive income of $84,000.

RESULTS OF OPERATIONS
Comparison of Results for the Three-Month Periods Ended March 31, 2003 and 2002

General. The Corporation reported net income of $540,000 and $483,000 for the
three months ended March 31, 2003 and 2002, respectively. The $57,000 or 11.8%
increase in net income for the three months ended March 31, 2003, as compared to
the three months ended March 31, 2002, was attributable to an increase in
noninterest income of $86,000 and a decrease in the provision for loan losses
and the provision for income taxes of $36,000 and $6,000, respectively.
Partially offsetting these favorable variances was an increase in noninterest
expense of $5,000 and a decrease in net interest income of $66,000.

Average Balance Sheet and Yield/Rate Analysis. The following table sets forth,
for periods indicated, information concerning the total dollar amounts of
interest income from interest-earning assets and the resultant average yields,
the total dollar amounts of interest expense on interest-bearing liabilities and
the resulting average costs, net interest income, interest rate spread and the
net interest margin earned on average interest-earning assets. For purposes of
this table, average loan balances include non-accrual loans and exclude the
allowance for loan losses, and interest income includes accretion of net
deferred loan costs. Interest and yields on tax—-exempt loans and securities
(tax—exempt for federal income tax purposes) are shown on a fully tax equivalent
basis.

12
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(Dollar amounts in thousands) Three months ended March 31,

2003 2002
Average Yield / Average
Balance Interest Rate Balance Inter
Interest-earning assets:
Loans, taxable $166,929 $2,937 7.14% $161,124 $3,
Loans, tax exempt 4,137 62 6.08% 2,820
171,066 2,999 7.11% 163,944 3,
Securities, taxable 30,356 342 4.57% 27,882
Securities, tax exempt 16,760 274 6.62% 11,685
47,116 616 5.30% 39,567
Interest-earning cash equivalents 5,076 13 1.04% 3,281
Federal bank stocks 1,487 15 4.09% 1,261
6,563 28 1.73% 4,542
Total interest-earning assets 224,745 3,643 6.57% 208,053 3,
Cash and due from banks 5,347 4,536
Other noninterest-earning assets 9,854 5,504
Total assets $239, 946 $3,643 6.16% $218,093 $3,
Interest-bearing liabilities:
Interest-bearing demand deposits $73,386 $157 0.87% $70,220 S
Time deposits 99,238 953 3.89% 90,169 1,
172,624 1,110 2.61% 160,389 1,
Borrowed funds, term 10,000 107 4.34% 5,000
Borrowed funds, overnight 32 0 1.44% 145
10,032 107 4.33% 5,145
Total interest-bearing liabilities 182,656 1,217 2.70% 165,534 1,
Noninterest-bearing demand deposits 32,940 - - 29,050
Funding and cost of funds 215,596 1,217 2.29% 194,584 1,
Other noninterest-bearing liabilities 1,416 2,091
Total liabilities 217,012 196,675
Stockholders' equity 22,934 21,418

13
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Total liabilities and stockholders'

equity $239, 946 $1,217 2.29% $218,093 S$1,
Net interest income $2,426 $2,
Interest rate spread (difference between 3.87%

weighted average rate on interest-earning
assets and interest-bearing liabilities)

Net interest margin (net interest 4.38%
income as a percentage of average ==========
interest-earning assets)

10

Analysis of Changes in Net Interest Income. The following table analyzes the
changes in interest income and interest expense in terms of: (1) changes in
volume of interest-earning assets and interest-bearing liabilities and (2)
changes in yields and rates. The table reflects the extent to which changes in
the Corporation's interest income and interest expense are attributable to
changes in rate (change in rate multiplied by prior year volume), changes in
volume (changes in volume multiplied by prior year rate) and changes
attributable to the combined impact of volume/rate (change in rate multiplied by
change in volume). The changes attributable to the combined impact of
volume/rate are allocated on a consistent basis between the volume and rate
variances. Changes in interest income on loans and securities reflect the
changes in interest income on a fully tax equivalent basis.

(In thousands) Three months ended March 31,
2003 versus 2002
Increase (decrease) due to

Volume Rate Total

Interest income:

Loans $133 $(291) $(158)

Securities 103 (61) 42

Interest-earning cash equivalents 6 (6) -

Federal bank stocks 2 (2) -

Total interest-earning assets 244 (360) (116)
Interest expense:

Deposits 89 (207) (118)

Borrowed funds 52 (5) 47

Total interest-bearing liabilities 141 (212) (71)
Net interest income $103 $(148) $(45)

14
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Net interest income. Net interest income on a tax equivalent basis decreased
$45,000 or 1.8% to $2.426 million for the three months ended March 31, 2003,
compared to $2.471 million for the same period in the prior year. This net
decrease can be attributed to an decrease in interest income of $116,000
partially offset by a decrease in interest expense of $71,000.

Aside from changes in the volume and rates of interest-earning assets and
interest-bearing liabilities discussed herein, $93,000 of the decrease in net
interest income between the periods can be attributed to the payoff of a
previously non-performing commercial real estate loan in March 2002 that had
been on non-accrual status. In connection with the loan payoff, the Corporation
received all principal and interest due under the contractual terms of the loan
agreement and therefore interest collected was appropriately recorded as loan
interest income during the quarter ended March 31, 2002.

Interest income. Interest income on a tax equivalent basis decreased $116,000 or
3.1% to $3.6 million for the three months ended March 31, 2003, compared to $3.7
million for the same period in the prior year. This net decrease in interest
income can be attributed to a decrease in interest earned on loans of $158,000
partially offset by an increase in interest earned on securities of $42,000.

During the three months ended March 31, 2003, average interest-earning assets
increased $16.7 million or 8.0% to $224.7 million, compared to $208.0 million
for the same period in the prior year. The increase in average interest-earning
assets can be attributed to increases in average loans receivable, securities
and interest-earning cash equivalents of $7.1 million, $7.5 million and $2.0
million, respectively. Average loans receivable increased to $171.1 million and
average securities increased to $47.1 million during the three months ended
March 31, 2003, compared to $163.9 million and $39.6 million, respectively,
during the same period in the prior year. Offsetting the increase in interest
income due to the increase in volume of interest-earning assets was a decrease
in the yield on interest earning assets of 76 basis points to 6.57% for the
three months ended March 31, 2003, compared to 7.33% for the same period in the
prior year. The yield on average loans, securities and interest-earning deposits
decreased to 7.11%, 5.30% and 1.73%, respectively, during the three months ended
March 31, 2003, compared to 7.81%, 5.88%, and 2.50%, respectively, for the same
period in the prior year.

11

Interest expense. Interest expense decreased $71,000 or 5.5% to $1.217 million
for the three months ended March 31, 2003, compared to $1.288 million for the
same period in the prior year. This decrease in interest expense can be
attributed to a 39 basis point decline in the interest rate on average
interest-bearing liabilities to 2.29% during the three months ended March 31,
2003, compared to 2.68% for the same period in the prior year. The average cost
of deposits decreased to 2.61% during the three months ended March 31, 2003,
compared to 3.11% for the same period in the prior year.

The decrease in interest expense due to rate was partially offset by an increase
in the average balance of interest-bearing liabilities, as average
interest-bearing deposits and borrowed funds increased to $172.6 million and
$10.0 million, respectively, during the three months ended March 31, 2003,
compared to $160.4 million and $5.1 million, respectively, during the same
period in the prior year.

Provision for loan losses. The Corporation records provisions for loan losses to
bring the total allowance for loan losses to a level deemed adequate to cover

15
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probable losses inherent in the loan portfolio. In determining the appropriate
level of allowance for loan losses, management considers historical loss
experience, the present and prospective financial condition of borrowers,
current and prospective economic conditions (particularly as they relate to
markets where the Corporation originates loans), the status of non-performing
assets, the estimated underlying value of the collateral and other factors
related to the collectibility of the loan portfolio. The $36,000 decrease in the
Corporation's provision for loans losses between the three-month periods ended
March 31, 2003 and 2002 can be attributed to the overall adequacy of the
Corporation's allowance for loan losses at March 31, 2003, as well as the lower
volume of loan charge-offs during the first quarter 2003 versus the same quarter
in 2002.

Noninterest income. Noninterest income increased $86,000 or 29.0% to $383,000
during the three months ended March 31, 2003, compared to $297,000 during the
same period in the prior year. This increase can principally be attributed to
the increase in service fees, gains on sales of marketable equity securities and
earnings on bank-owned life insurance of $13,000, $14,000 and $58,000,
respectively.

Noninterest expense. Noninterest expense increased $5,000 to $1.920 million
during the three months ended March 31, 2003, compared to $1.915 million during
the same period in the prior year. This increase in noninterest expense can be
attributed to an increase in compensation and employee benefits expense of
$79,000, partially offset by a decrease in intangible amortization expense and
other noninterest expenses of $13,000 and $61,000, respectively.

Compensation and employee benefits expense increased $79,000 or 7.8% to $1.093
million during the three months ended March 31, 2003, compared to $1.014 million
for the same period in the prior year. This increase can be attributed primarily
to normal and expected salary and benefit cost increases and increased
management and employee incentive costs between the two periods, partially
offset by lower levels of full-time equivalent employees.

Other noninterest expense decreased $61,000 or 10.8% to $502,000 during the
three months ended March 31, 2003, compared to $563,000 for the same period in
the prior year. This decrease can primarily be attributed to decreased telephone
cost expenses, software depreciation, travel and entertainment expenses, and
insurance cost expenses between the two periods. Partially offsetting this
favorable variance was an increase in printing and office supplies and marketing
expenses associated with the introduction of the Bank's internet banking
product.
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Provision for income taxes. The provision for income taxes decreased $6,000 or
3.3% to $175,000 for the three months ended March 31, 2003, compared to $181,000
for the same period in the prior year. This decrease is a direct result of the
decrease in the Corporation's effective tax rate as a result of increased
investment in tax-free municipal securities.

LIQUIDITY

The Corporation's primary sources of funds generally have been deposits obtained
through the offices of the Bank, borrowings from the FHLB, and amortization and
prepayments of outstanding loans and maturing securities. During the three
months ended March 31, 2003, the Corporation used its sources of funds primarily
to fund loan commitments and, to a lesser extent, purchase securities. As of
such date, the Corporation had outstanding loan commitments, including
undisbursed loans and amounts available under credit lines, totaling $13.2
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million, and standby letters of credit totaling $545,000.

At March 31, 2003, time deposits amounted to $99.0 million or 46.9% of the
Corporation's total consolidated deposits, including approximately $31.3
million, which were scheduled to mature within the next year. Management of the
Corporation believes that it has adequate resources to fund all of its
commitments, that all of its commitments will be funded as required by related
maturity dates and that, based upon past experience and current pricing
policies, it can adjust the rates of time deposits to retain a substantial
portion of maturing liabilities.

Aside from liquidity available from customer deposits or through sales and
maturities of securities, the Corporation has alternative sources of funds such
as a line of credit and term borrowing capacity from the FHLB and, to a limited
and rare extent, the sale of loans. At March 31, 2003, the Corporation's
borrowing capacity with the FHLB, net of funds borrowed, was $102.8 million.

Management is not aware of any conditions, including any regulatory
recommendations or requirements, which would adversely impact its liquidity or
its ability to meet funding needs in the ordinary course of business.

Item 3. Controls and Procedures

(a) The Corporation maintains disclosure controls and procedures that are
designed to ensure that information required to be disclosed in the
Corporation's Exchange Act reports is recorded, processed, summarized and
reported within the time periods specified in the SEC's rules and forms,
and that such information is accumulated and communicated to the
Corporation's management, including its Chief Executive Officer and Chief
Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure based closely on the definition of "disclosure
controls and procedures" in Rule 13a-14(c).

Within 90 days prior to the date of this report, the Corporation carried
out an evaluation, under the supervision and with the participation of the
Corporation's management, including the Corporation's Chief Executive
Officer and the Corporation's Chief Financial Officer, of the
effectiveness of the design and operation of the Corporation's disclosure
controls and procedures. Based on the foregoing, the Corporation's Chief
Executive Officer and Chief Financial Officer concluded that the
Corporation's disclosure controls and procedures were effective.

(b) There have been no significant changes in the Corporation's internal
controls or in other factors that could significantly affect the internal
controls subsequent to the date the Corporation completed its evaluation
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings

The Corporation is involved in various legal proceedings occurring in the
ordinary course of business. It is the opinion of management, after consultation
with legal counsel, that these matters will not materially effect the
Corporation's consolidated financial position or results of operations.

Item 2. Changes in Securities
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Item 3. Defaults Upon Senior Securities

(a) Exhibits
Exhibit 99.1 CEO Certification Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002
Exhibit 99.2 CFO Certification Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002
(b) Reports on Form 8-K
None.
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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.

EMCLAIRE FINANCIAL CORP.

Date: May 13, 2003 By: /s/ David L. Cox
David L. Cox
Chairman of the Board,
President and Chief Executive Officer

Date: May 13, 2003 By: /s/ William C. Marsh

William C. Marsh
Treasurer/Secretary
(Principal Financial and Accounting Officer)
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Certification of the Principal Executive Officer
(Section 302 of the Sarbanes-Oxley Act of 2002)

I, David L. Cox, certify that:

1. I have reviewed this quarterly report on Form 10-QSB of Emclaire
Financial Corp. (the Corporation);

2. Based on my knowledge, this quarterly 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 quarterly report;

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

4. The Corporation's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14) for the Corporation
and we have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the Corporation, including its
consolidated subsidiary, is made known to us by others within
those entities, particularly during the period in which this
quarterly report is being prepared;

b) evaluated the effectiveness of the Corporation's disclosure
controls and procedures as of a date within 90 days prior to the
filing date of this quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclusions about the

effectiveness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

5. The Corporation's other certifying officer and I have disclosed, based
on our most recent evaluation, to the Corporation's auditors and the
audit committee of Corporation's board of directors (or persons
performing the equivalent function):

a) all significant deficiencies in the design or operation of
internal controls which could adversely affect the Corporation's
ability to record, process, summarize and report financial data
and have identified for the Corporation's auditors any material
weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the Corporation's
internal controls; and

6. The Corporation's other certifying officer and I have indicated in this

quarterly report whether or not there were significant changes in
internal controls or in other factors that could significantly affect
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internal controls subsequent to the date of our most recent evaluation,
including any corrective actions with regard to significant
deficiencies and material weaknesses.

Date: May 13, 2003 By: /s/ David L. Cox
David L. Cox
Chairman of the Board,
President and Chief Executive Officer
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Certification of the Principal Financial Officer
(Section 302 of the Sarbanes-Oxley Act of 2002)

I, William C. Marsh, certify that:

1. I have reviewed this quarterly report on Form 10-QSB of Emclaire
Financial Corp. (the Corporation);

2. Based on my knowledge, this quarterly 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 quarterly report;

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

4. The Corporation's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14) for the Corporation
and we have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the Corporation, including its
consolidated subsidiary, is made known to us by others within
those entities, particularly during the period in which this
quarterly report is being prepared;

b) evaluated the effectiveness of the Corporation's disclosure
controls and procedures as of a date within 90 days prior to the
filing date of this quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclusions about the

effectiveness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

5. The Corporation's other certifying officer and I have disclosed, based
on our most recent evaluation, to the Corporation's auditors and the
audit committee of Corporation's board of directors (or persons
performing the equivalent function):

d) all significant deficiencies in the design or operation of

internal controls which could adversely affect the Corporation's
ability to record, process, summarize and report financial data
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and have identified for the Corporation's auditors any material
weaknesses in internal controls; and

any fraud, whether or not material, that involves management or
other employees who have a significant role in the Corporation's
internal controls; and

The Corporation's other certifying officer and I have indicated in this
quarterly report whether or not there were significant changes in
internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our most recent evaluation,
including any corrective actions with regard to significant
deficiencies and material weaknesses.

May 13,

2003 By: /s/ William C. Marsh

William C. Marsh
Treasurer/Secretary
(Principal Financial and Accounting Officer)
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