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MAKING HISTORY:
WHEN VISION MEETS REALITY

Our vision to excel continues to drive us forward to make an impact on the sustaining
financial health of our communities, its citizens, our company, and all that has been
entrusted to us. In 2018 some highlights of the successes achieved include:

HISTORIC PRE-TAX EARNINGS:

32%

YEAR OVER YEAR GROWTH

L)

HISTORICAL LENDING:

$261 MM

IN LOANS ENHANCING
DESERVING COMMUNITIES

-

COMMUNITY IMPACT:
IN PARTNERSHIP WITH OVER

200

COMMUNITY ORGANIZATIONS

DELIVERED THE CITIZENS TRUST
BANK MISSION OF FINANCIAL
FREEDOM TO OVER

9,500

COMMUNITY CITIZENS

414




Financials

SELECTED FINANCIAL DATA FOR
CITIZENS BANCHSHARES CORPORATION & SUBSIDIARY

Years ended December 31, 2018 2017 2016

(amounts in thousands, except per share data and financial ratios)
STATEMENT OF INCOME DATA:

Net interest income $14,812 $13,848 $12,079
Provision for (recovery of) loan losses — — $(63)
Income before income tax expense $5,074 $3,831 $2,737
Net income $3,950 $1,612 $2,031
Net income available to common shareholders $3,950 $1,479 $1,936
PER SHARE DATA:
Net income per common share - basic $1.88 $0.69 $0.88
Net income per common share - basic (excluding impact of change in tax rate) $1.88 $1.23 $0.88
Book value per common share $20.32 $19.15 $18.31
Cash dividends paid per common share $0.25 $0.08 $0.08
BALANCE SHEET DATA:
Loans, net of unearned income $260,919 $246,968 $209,970
Deposits $347,634 $372,252 $338,823
Advances from Federal Home Loan Bank $13,174 $10,195 $5,215
Total assets $410,584 $429,113 $395,768
Average stockholders’ equity $40,442 $46,742 $51,915
Average assets $406,424 $412,381 $406,575
RATIOS:
Income before income tax expense to average assets 1.25% 0.93% 0.67%
Net income to average assets 0.97% 0.39% 0.50%
Net income available to common shareholders to average assets 0.97% 0.36% 0.48%
Net income to average shareholders equity 9.77% 3.45% 3.91%
Net income available to common shareholders to average stockholders’ equity 9.77% 3.16% 3.73%
Dividend payout ratio per common share 13.31% 11.82% 8.97%
Average stockholders’ equity to average assets 9.95% 11.33% 12.77%
Tier 1 capital ratio (to risk weighted assets) 16% 15% 17%

Total capital ratio 17% 15% 18%




Shareholders
Message

2018 was a history making year for Citizens
Bancshares Corporation. We added value to our

customers, shareholders, community, and our team.

Providing this level of performance for all of our
stakeholders not only made us proud but was
extremely rewarding as well.

Financial
Highlights

Citizens Bancshares
Corporation’s wholly-owned
subsidiary, Citizens Trust
Bank, was the success
behind the performance.
History making: This was
the theme of the year
supported by several
noteworthy achievements,
at the bank level, including:

e Historic Earnings:
29% YQOY growth in
pre-tax income to

$5.6 million in 2018

e Historic Return

on Assets: 1.07%
e Historic Return on Equity: 10.62%

e Historic Asset Quality Metrics

In a highly digital and

evolving environment,

moving into 2019 our
number one priority

remains our customer.

E—

Other performance items to note include: 1) a 6%
or $14 million growth in loans, 2) a decline of
approximately $24 million in deposits resulting
from a decision to release high cost, out of market
deposits and 3) a withdrawal of an $18 million
short-term deposit from a long-term customer placed
at the end of 2017 that was
withdrawn in early 2018.
The resulting impact was
an $18 million decline in
total assets.

During 2018, we also

made significant capital
improvements to our branch
facilities to ensure they
represent the spirit and
brand of our Company.

We are proud of our execution
of key initiatives. Our strong
performance has been driven
by our strategy to enhance

the financial well-being of our
customers, our shareholders,
our team, and the communities
we serve. We made significant
strides positioning our Company for future growth
and continued forward momentum.

In a highly digital and evolving environment, moving
into 2019 our number one priority remains our



customer. Our goal is to help
them achieve their life goals

by providing options for healthy
financial living. Engaged at
every organizational level,

we will deliver on our promise
through our strategic
commitments. Our
commitment centers on:

1. Customer Engagement
2. Customer Experience
3. Innovative Solutions
4. Inspired People

5. Community Impact

We believe that taking

care of our customers and
community through
personalized engagement:

we create a win for everyone,
we enhance our performance
and we enable our ability to
remain a valued partner.

Customer Engagement
and Experience

From utilizing research to
better define how to best engage
our customers, to leveraging
technology to create efficiencies
in our service delivery, we are
striving to ensure that every
customer experience with us is
meaningful and pleasurable.

We want our customers to
understand our value
proposition, and we will solicit
their feedback to ensure we

are getting it right.

For the upcoming year, in order
to grow and retain deposits,

we will place a tremendous
emphasis on this promise as
deposit rates rise and liquidity in
the market tightens.

We believe that
taking care of our
customers and
community
through
personalized
engagement:

we create a win

for everyone...

- =

Innovative Solutions

In today’s marketplace, innovation
in engaging the customer isn’t an
option but a necessity. We are
continuously seeking new and
better ways to enhance our
customer’s experience. In a
community bank innovation
and technology can be costly,

so engaging the right strategic
partners is key. We are intentional
and deliberate in pursuing
partners that align with and can
deliver in support of our strategic
initiatives in an efficient way.

With 22% of our new deposit
accounts, 34% of consumer loans
and 100% of our mortgage loan
applications initiated through
our website — CTBconnect.com

and strong website traffic, boasting
an average of 50-60,000 visits
each month, digital banking

is quickly becoming a very
important part of our business.
We must continue to make
significant investments in this
segment to sustain and grow in
this competitive environment.

Inspired People

Over the next three to four
years, skills required in the
workplace are expected to
change as a result of changes in
digital business trends and thus
impacting how we engage with
our customers. These changes
will require us to reimagine a
workforce that aligns with our
business and strategic initiatives.
This will include coaching and
hiring a team that represents

a culture of highly motivated,
high performance people that
will grow with our Company.
While this initiative might
challenge us to evolve our team
during a very tight labor market,
we are optimistic that we can
navigate our way through it.

Community Impact

We are committed to impacting
our community through active
engagement. We continue to
gain success with our Financial
Independence Training (FIT)
program. It is our commitment
to educate, motivate and inspire
young people to obtain a future
of healthy financial well-being.

The program has helped to lay
fundamental steps necessary
for future generations to build
strong financial habits.

continued on page 10



MAKING AN

IMPACT

Jaguar Foundation
of Atlanta — Financial
Literacy Presentation 2018

Generation Prodigy —
Bank Tour 2018

Confidence is the key to financial success

Money management skills through financial education arms young adults with essential lifelong
skills enabling them to manage their finances without disastrous results impacting the rest of
their lives. In 2018 the bank continued its ongoing financial literacy partnership — Financial

Independence Training (F.I.T.) program with fifteen-area high school communities in its markets.

Students learn to make wise financial decisions with this program using a student workbook, role
play simulations, and video exercises. Practical lessons on the importance of saving regularly
by budgeting as a means of achieving financial goals; basics investments; how to navigate
online banking, including ATMs, debit, and chip enabled cards; online bill pay, mobile banking
and mobile text banking correctly and safely; how to keep checking transactions in balance,
including reconciling an account with a bank statement are all part of this program.

As of the 2017-2018 school year through the F.I.T. sponsorship and a myriad of financial
literacy workshops throughout the year our bank has impacted over 7,500 young adults.

We continue to take pride in preparing our young people before they begin to live independently
and are in need of financial services. Helping them learn good money habits right from the
start and raise their level of financial confidence will pay big dividends for them and the
community long into the future.



Paving a path of positive impact: JIUS Enterprises, LLC

Being in Business means being a Difference Maker — it is an innate characteristic that
most business owners possess. Daryll and Trena Tyson, owners of Jius Enterprises, LLC are
no different. Providing stability through housing, one of life’s basic needs has been the
catalyst that continues to fuel their passion. JIUS Enterprises, LLC. created in 2008 is a
residential investment real estate company focused on providing housing for low-income
Atlanta-area residents.

Shortly after leaving the employ of the famed H.J. Russell & Company, the Tysons were driven
to excel and started a company of their own. These Difference Makers have grown their
business from a single-family home to over 25 properties in 2018. The vast majority of

their real estate properties provide affordable housing options for participants of the Atlanta
Housing Authority program. One property in particular is used by the Atlanta University
Center as student housing.

Through their efforts, the revitalization of low-income sections of Atlanta has paved a path
of positive impact in the communities they serve. From that success, JIUS Enterprises
has grown in worth and purpose. Daryll and Trena now have started a second company as
consultants to others wishing to provide low-income housing.

They have also widened their reach out-of-state
into housing projects in New Jersey working
to provide transition housing for
recently released parolees and
to our nation’s veterans.

In like-missions of empowerment,
the Tysons are trusted Citizens
Trust Bank partners and remain
steadfast to continue to make

a difference in building
relationships for years

to come.

Darryl and Trena Tyson,
Jius Enterprises, LLC



MAKING AN

Jeffrey Hicks, NAREB, President and Cynthia Day,
Citizens Trust Bank President & CEO —
Homeownership Partnership Networking Event

Building successful partnerships — Citizens Trust Bank and
National Association of Real Estate Brokers [NAREB]

In 2018, the Black homeownership rate was 42.2% which was just tenths of a percentage
point higher than the same rate reported by the U.S. Census Bureau 50 years prior when the
Fair Housing Act was signed into law. This troubling fact was the impetus behind the National
Association of Real Estate Brokers’ (NAREB) program to increase Black homeownership by
two (2) million over the next five (5) years.

Like-missions of empowerment have driven us to partner with NAREB's role in galvanizing
energies to lessen the wealth gap and increase homeownership potential to more of our
communities’ citizens. Through a series of networking events, hosted by Citizens Trust Bank
at its corporate headquarters location in Atlanta and in Birmingham, Alabama, the topic
Building Wealth through Homeownership was a focus in 2018.

The events provided a platform to garner support of wealth-building through homeownership
from local real estate professional partnerships and further expose the benefits of a relation-
ship with Citizens Trust Bank, its residential mortgage lending solutions and the local NAREB
chapter affiliate. In 2018 through over 200 local partnerships, including homeownership
workshops, we continue to increase the exposure of the Citizens Trust Bank brand, lessen the
homeownership gap and increase wealth-building potential.

8



Home is where Love is

The homeowners we've served tell our story like no one else can. The dedicated Citizens Trust
Bank Residential Mortgage Lending team remains focused on making homeownership dreams
become reality. From a young couple working two jobs and raising children, to an adult hoping
to gain the security and stability of owning a home for the first time, we continue to live up to
the mission of enabling dreams for a greater number of people.

Meet James E. Love, a satisfied Citizens Trust Bank customer and new homeowner. Years of
being a responsible renter allowed Mr. Love to develop a sense of normalcy in a house
that suited his needs; and, when time presented the opportunity, through the advice
of his landlord, he pursued the dream of owning the house he had come to
love. However, to his dismay, through the landlord’s real estate selling agent
he was told that he did not meet qualifications to purchase the house.
Love, visibly distraught and disappointed, shared his challenge with the
local Citizens Trust Bank Client Services Relationship professionals.
And, through an introduction to the Residential Mortgage Lending
team his homeownership dreams came back into focus and a new

trust was formed.

On further discussions and investigation, the Mortgage lending
team discovered that Mr. Love did in fact qualify for one of the
most traditional home buying solutions which would ultimately
allow him to save more of his hard-earned money than he would
renting. Now, free from the burden of writing large rent checks,
Mr. Love can focus on the things that are important to him, like
being a homeowner for the first time in his life.

For many of the satisfied customers, Mr. Love is another example of the

doors to homeownership being opened with help from Citizens Trust Bank.
Steadfast to the mission we set a high priority on increasing homeownership in
the communities we serve. Our goal is to deliver 300 new homeowners by 2020

and continue to support additional resources in homeowner education.
James E. Love,

. . tisfied h
Through our efforts, homeownership dreams become reality and the P

sustaining economic strength of our communities are realized.



The FIT course is taught by our partner schools, and through the
program we have engaged 7,789 students in and around our market.
The program’s success to date has exceeded our expectations and
will continue as a cherished community partnership.

Leveraging the success of the FIT program, our desire is to broaden
its reach. We are seeking to expand the program through partnerships
with area colleges and universities, including Historically Black
Colleges and Universities, throughout our market.

Impacting the community at large, we continue to sponsor
customized financial well-being workshops, bank tours and
special mentoring events. We trust that our outreach
demonstrates our care and commitment to financial education
and differentiates us as a valued partner in the community.

Driven to Excel

While we are making greater strides in evolving our Company
than we envisioned even 12 months ago, we are not complacent.
Every day, operating in a highly competitive, dynamic and fluid
environment, brings new challenges. The key to overcoming
these challenges lies in constantly setting the bar higher.

Together with our board, we regularly examine, refine, and adapt
our business model, and we believe our strategic initiatives — to
engage our customers and create pleasurable customer experiences;
cultivate partnerships to deliver innovative solutions by inspired
people; and impact our community in a meaningful way — will
assist us in driving continued success, forward momentum and
long-term value for you, our shareholders.

Let’s keep making history, together!

Sincerely,

Gl A A%«

Cyntha N. Day
President and CEO
Citizens Trust Bank

and

Ray M. Robinson

Chairman of the Board

Citizens Bancshares Corporation
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O elliott davis

Independent Auditor's Report

The Board of Directors
Citizens Bancshares Corporation and Subsidiary
Atlanta, Georgia

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Citizens Bancshares Corporation and its
Subsidiary (the "Company"), which comprise the consolidated balance sheets as of December 31, 2018 and
2017, and the related consolidated statements of income, comprehensive income, changes in stockholders’
equity and cash flows for the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

elliottdavis.com



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Citizens Bancshares Corporation and its Subsidiary as of December 31, 2018 and 2017,
and the results of its operations and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

£W e

Columbia, South Carolina
April 9, 2019



Citizens Bancshares Corporation and Subsidiary
Consolidated Balance Sheets
As of December 31, 2018 and 2017

Assets:
Cash and due from banks, including reserve requirements of

$397,000 and $448,000 at December 31, 2018 and 2017, respectively

Federal funds sold
Interest bearing deposits with banks
Certificates of deposit
Investment securities available for sale at fair value (amortized
cost of $96,205,241 and $105,591,178 at December 31, 2018
and 2017, respectively)
Other investments
Loans receivable, net of allowance for loan losses of $1,636,290
at December 31, 2018 and $1,869,954 at December 31, 2017
Premises and equipment, net
Cash surrender value of life insurance
Other real estate owned
Other assets
Total assets
Liabilities:
Deposits:
Noninterest-bearing deposits
Interest-bearing deposits
Total deposits

Accrued expenses and other liabilities

Notes payable

Advances from Federal Home Loan Bank
Total liabilities

Commitments and contingencies (Note 9)

Stockholders’ equity:
Common stock $1 par value; 20,000,000 shares authorized;
2,287,241 and 2,265,441 shares issued and outstanding at
December 31, 2018 and 2017, respectively

Nonvoting common stock, S1 par value; 5,000,000 shares authorized;

90,000 shares issued and outstanding at December 31, 2018
and 2017, respectively

Nonvested restricted common stock

Additional paid-in capital

Retained earnings

Treasury stock, at cost, 263,244 and 259,950 shares at December 31, 2018

and 2017, respectively
Accumulated other comprehensive loss, net of income taxes
Total stockholders’ equity
Total liabilities and stockholders’ equity

See Notes to Consolidated Financial Statements

2018 2017
S 1,875,985 S 2,075,510
15,557,811 18,766,398
12,072,887 29,882,103
1,051,654 1,150,000
93,956,166 104,350,792
1,332,450 1,175,350
259,283,049 245,097,549
7,744,245 7,946,840
10,662,471 10,633,638
547,812 646,350
6,499,838 7,388,194
$410584368  $ 429,112,724

$ 111,706,895

S 126,649,743

235,926,803 245,602,047
347,633,698 372,251,790
5,123,804 4,628,381
1,700,000 1,900,000
13,174,195 10,194,770

367,631,697

388,974,941

2,287,241

90,000

(167,313)
8,242,470
36,382,497

(2,174,336)

2,265,441

90,000
35,310
7,803,056
32,957,926

(2,092,839)

(1,707,888) (921,111)
42,952,671 40,137,783
$410584,368 S 429,112,724



Citizens Bancshares Corporation and Subsidiary
Consolidated Statements of Income
For the years ended December 31, 2018 and 2017

2018 2017
Interest income:
Loans, including fees S 12,902,041 S 11,435,815
Investment securities:
Taxable 1,859,436 1,935,011
Non-taxable 471,812 665,036
Dividends 47,813 47,423
Federal funds sold 333,347 234,848
Interest-bearing deposits 292,538 269,501
Total interest income 15,906,987 14,587,634
Interest expense:
Time deposits 971,096 675,568
Other borrowings 124,117 63,654
Total interest expense 1,095,213 739,222
Net interest income 14,811,774 13,848,412
Provision for loan losses - -
Net interest income after provision for loan losses 14,811,774 13,848,412
Noninterest income:
Service charges on deposit accounts 3,678,425 3,376,463
Gains (losses) on sales of securities - -
Mortgage origination fees 246,023 310,470
ATM surcharges 149,512 181,640
Bank owned life insurance 269,321 275,866
Grant income 340,231 227,282
Other operating income 685,446 464,565
Total noninterest income 5,368,958 4,836,286
Noninterest expense:
Salaries and employee benefits 7,097,195 7,050,608
Occupancy and equipment 2,185,216 2,068,458
Other real estate owned 26,563 (8,060)
Other operating expenses 5,797,684 5,742,508
Total noninterest expense 15,106,658 14,853,514
Income before income tax expense 5,074,074 3,831,184
Income taxes related to change in tax rate - 1,162,293
Income taxes related to continuing operations 1,123,779 1,057,152
Total tax expense 1,123,779 2,219,445
Net income 3,950,295 1,611,739
Preferred dividends - 132,243
Net income available to common stockholders S 3,950,295 S 1,479,496
Net income per common share - basic S 1.88 S 0.69
Net income per common share - diluted S 1.88 S 0.68
Weighted average outstanding shares:
Basic 2,101,250 2,145,808
Diluted 2,101,250 2,147,495

See Notes to Consolidated Financial Statements



Citizens Bancshares Corporation and Subsidiary
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2018 and 2017

2018 2017
Net income S 3,950,295 $ 1,611,739
Other comprehensive income (loss), net of tax:
Unrealized holding loss arising during the period,
net of $221,911 for 2018 and $25,099 for 2017 (786,777) (48,722)
Reclassification adjustment for (gains) losses included in
net income - -
Other comprehensive loss, net of tax (786,777) (48,722)
Comprehensive income S 3,163,518 S 1,563,017

See Notes to Consolidated Financial Statements
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Citizens Bancshares Corporation and Subsidiary

Consolidated Statements of Cash Flows

For the years ended December 31, 2018 and 2017

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:

Provision for loan losses
Depreciation
Amortization and accretion, net
Provision for deferred income taxes
Losses on sales of securities, net
Gain on sale of other real estate owned
Restricted stock compensation

Decrease in carrying value of other real estate owned

Increase in cash surrender value of life insurance
Change in assets and liabilities, net of acquisition:
Change in other assets
Change in accrued expenses and other liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Net change in certificates of deposit
Proceeds from the sales, maturities and paydowns of
securities available for sale
Purchases of securities available for sale
Net increase in other investments
Net increase in loans
Purchases of premises and equipment
Proceeds from sale of other real estate owned
Net cash used in investing activities

Cash flows from financing activities:
Net cash paid for acquisition
Net change in deposits
Proceeds from note payable
Principal payments on note payable
Net increase in Federal Home Loan Bank advances
Common stock dividend paid
Preferred stock dividend paid
Net purchase of treasury stock
Redemption of preferred stock
Repurchase and retirement of common stock
Proceeds from issuance of common stock
Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental disclosure of cash flow information
Cash paid during the year for:
Interest

Income taxes

Supplemental schedule of non-cash investing and financing activities

Real estate acquired through foreclosure

Change in unrealized gain (loss) on investment securities available for sale,

net of tax

See Notes to Consolidated Financial Statements

2018 2017

$ 3,950,295  $ 1,611,739
770,590 668,501

449,474 600,944

841,790 1,459,457
(12,587) (102,068)

16,503 (74,014)

- 20,365

(28,833) (275,866)

268,478 (341,854)

495,422 83,255
6,751,132 3,650,459
98,346 (250,000)
16,628,791 18,168,562
(7,692,327) (2,539,607)
(157,100) (217,800)
(14,225,882) (26,178,049)
(567,995) (2,223,000)
151,507 1,172,372
(5,764,660) (12,067,522)

- (10,931,881)

(24,618,092) 33,428,418

- 2,000,000

(200,000) (100,000)
2,979,425 4,979,833
(525,724) (174,821)

- (132,243)

(81,497) (101,851)

- (7,462,000)
- (897,723)

242,088 232,626
(22,203,800) 20,840,358
(21,217,328) 12,423,295
50,724,011 38,300,716

$ 29,506,683 $ 50,724,011
$ 990,750 $ 743,269
$ 135,000 $ 560,000
$ 40382 S 151,623
$ (786,777) $ (48,722)
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December 31, 2018 and 2017

Note 1. Summary of Significant Accounting Policies
Business:

Citizens Bancshares Corporation is a holding company that provides a full range of commercial banking to
individual and corporate customers in its primary market areas, metropolitan Atlanta and Columbus, Georgia,
and Birmingham and Eutaw, Alabama through its wholly owned subsidiary, Citizens Trust Bank (the “Bank” and
together the "Company"). The Bank operates under a state charter and serves its customers through five full-
service branches in metropolitan Atlanta, one full-service branch in Columbus, Georgia, one full-service branch
in Birmingham, Alabama, and one full-service branch in Eutaw, Alabama. All significant intercompany accounts
and transactions have been eliminated in consolidation.

Basis of presentation:

The consolidated financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America and with general practices within the banking industry. In preparing the
consolidated financial statements, management is required to make estimates and assumptions that affect the
reported amounts in the consolidated financial statements. Actual results could differ significantly from those
estimates. Material estimates common to the banking industry that are particularly susceptible to significant
change in the near term are the allowance for loan losses, the valuation of allowances associated with the
recognition of deferred tax assets and the value of foreclosed real estate assets. In January 2017, the company
deregistered as a SEC filer.

Acquisition:

On August 4, 2017, the Bank acquired the consumer and business deposit relationships of the First Citizens Bank
of North Carolina branch located at 562 Lee Street, Atlanta, Georgia, which totaled approximately $34 million.
Under the agreement, the Bank acquired approximately $45 million of mortgage loans from First Citizens Bank
that were not associated with the Lee Street Branch. The acquisition of the consumer and business deposit
relationships as well as the mortgage loans purchased was at par. The acquisition did not include the purchase of
the physical branch facility or equipment.

Troubled Asset Relief Program:

On August 13, 2010, as part of the U.S. Department of the Treasury (the “Treasury”) Troubled Asset Relief Program
(“TARP”) Community Development Capital Initiative, the Company entered into a Letter Agreement, and an
Exchange Agreement—Standard Terms (“Exchange Agreement”), with the Treasury, pursuant to which the Company
agreed to exchange 7,462 shares of the Company’s Fixed Rate Cumulative Perpetual Preferred Stock, Series A
(“Series A Preferred Shares”), issued on March 6, 2009, pursuant to the Company’s participation in the TARP Capital
Purchase Program, for 7,462 shares of the Company’s Fixed Rate Cumulative Perpetual Preferred Stock, Series B
(“Series B Preferred Shares”), both of which have a liquidation preference of $1,000 (the “Exchange Transaction”).
No new monetary consideration was exchanged in connection with the Exchange Transaction. The Exchange
Transaction closed on August 13, 2010 (the “Closing Date”).
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December 31, 2018 and 2017

Note 1. Summary of Significant Accounting Policies, Continued

Troubled Asset Relief Program, continued:

On September 17, 2010, the Company issued 4,379 shares of its Series C Preferred Shares to the Treasury as part of
its TARP Community Development Capital Initiative for a total of 11,841 shares of Series B and C Preferred Shares
issued to the Treasury. The Series B and Series C Preferred Shares qualified as Tier 1 capital and paid cumulative
dividends at a rate of 2% per annum for the first eight years after the Closing Date and 9% per annum thereafter.
The issuance of the Series B and Series C Preferred Shares was a private placement exempt from registration
pursuant to Section 4(2) of the Securities Act of 1933, as amended.

On December 30, 2016, the Company repurchased its Series C Preferred Shares for $4,227,049, representing a
$151,951 discount, and paid related accrued dividends totaling $10,948. On October 4, 2017, the Company
repurchased its Series B Preferred Shares from Treasury at the par value of $7,462,000, paid related accrued
dividends $20,313, and exited the TARP program.

Cash and cash equivalents:

Cash and cash equivalents include cash on hand and amounts due from banks, interest-bearing deposits with
banks and federal funds sold. The Federal Reserve Bank (the "FRB") requires the Company to maintain a required
cash reserve balance on deposit with the FRB, based on the Company’s daily average balance with the FRB. This
reserve requirement represents 3% of the Company’s daily average demand deposit balance between $16.0
million and $122.3 million and 10% of the Company’s daily average demand deposit balance above $122.3
million. The required reserve was satisfied by the Company’s vault cash.

Interest-bearing deposits with banks:

Substantially all of the Company’s interest-bearing deposits with banks represent funds maintained on deposit at
the Federal Reserve Bank of Atlanta (the "FRB”) and the Federal Home Loan Bank of Atlanta (FHLB). These funds
fluctuate daily and are used to manage the Company’s liquidity and borrowing position. Funds can be
withdrawn daily from this account and accordingly, the carrying amount of this account is at cost which is
deemed to be a reasonable estimate of fair value.

Other investments:

Other investments consist of Federal Home Loan Bank stock and Federal Reserve Bank stock which are restricted
and have no readily determinable market value. These investments are carried at cost.

Investment securities:

The Company classifies investments in one of three categories based on management’s intent upon purchase: held
to maturity securities which are reported at amortized cost, trading securities which are reported at fair value with
unrealized holding gains and losses included in earnings, and available for sale securities which are recorded at fair
value with unrealized holding gains and losses included as a component of accumulated other comprehensive
income. The Company had no investment securities classified as trading or classified as held to maturity at
December 31, 2018 or 2017.
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Note 1. Summary of Significant Accounting Policies, Continued

Investment securities, continued:

Premiums and discounts on available for sale securities are amortized or accreted using a method which
approximates a level yield. Amortization and accretion of premiums and discounts are presented within interest
income from investment securities on the Consolidated Statements of Income.

Gains and losses on sales of investment securities are recognized upon disposition, based on the adjusted cost of
the specific security. A decline in market value of any security below cost that is deemed other than temporary is
charged to earnings resulting in the establishment of a new cost basis for the security. The determination of
whether an other-than-temporary impairment has occurred involves significant assumptions, estimates, changes
in economic conditions and judgment by management. There was no other-than-temporary impairment for
securities recorded during 2018 or 2017.

Loans receivable and allowance for loan losses:

Loans are reported at principal amounts outstanding plus direct origination costs, net of loan fees and any direct
charge-offs. Interest income is recognized over the term of the loan based on the principal amount outstanding.
Loan fees and certain direct origination costs are deferred and amortized over the estimated terms of the loans
using the level yield method. Premiums and discounts on loans purchased are amortized and accreted using the
level yield method over the estimated remaining life of the loan purchased. The accretion and amortization of loan
fees, origination costs, and premiums and discounts are presented as a component of loan interest income on the
Consolidated Statements of Income.

Management considers a loan to be impaired when, based on current information and events, there is a potential
that all amounts due according to the contractual terms of the loan may not be collected. Impaired loans are
measured based on the present value of expected future cash flows, discounted at the loan’s effective interest rate,
or at the loan’s observable market price, or the fair value of the collateral if the loan is collateral dependent.

Loans are generally placed on nonaccrual status when the full and timely collection of principal or interest becomes
uncertain or the loan becomes contractually in default for 90 days or more as to either principal or interest, unless
the loan is well collateralized and in the process of collection. When a loan is placed on nonaccrual status, current
period accrued and uncollected interest is charged-off against interest income on loans unless management
believes the accrued interest is recoverable through the liquidation of collateral. Loans are returned to accrual
status when payment has been made according to the terms and conditions of the loan for a continuous six month
period.

The Company provides for estimated losses on loans receivable when any significant and permanent decline in
value occurs. These estimates for losses are based on individual assets and their related cash flow forecasts, sales
values, independent appraisals, the volatility of certain real estate markets, and concern for disposing of real estate
in distressed markets. For loans that are pooled for purposes of determining necessary provisions, estimates are
based on loan types, history of charge-offs, and other delinquency analyses. Therefore, the value used to determine
the provision for losses is subject to the reasonableness of these estimates. The adequacy of the allowance for loan
losses is reviewed on a monthly basis by management and the Board of Directors. This assessment is made in the
context of historical losses as well as existing economic conditions, performance trends within specific portfolio
segments, and individual concentrations of credit.

Loans are charged-off against the allowance when, in the opinion of management, such loans are deemed to be
uncollectable and subsequent recoveries are added to the allowance.

10
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Note 1. Summary of Significant Accounting Policies, Continued

Troubled debt restructurings:

Loans to be restructured are identified based on an assessment of the borrower’s credit status, which involves,
but is not limited to, a review of financial statements, payment delinquency, non-accrual status, and risk rating.
Determining the borrower’s credit status is a continual process that is performed by the Company’s staff with
periodic participation from an independent external loan review group.

Troubled debt restructurings (“TDR”) generally occur when a borrower is experiencing, or is expected to
experience, financial difficulties in the near-term and it is probable that the Company will not be able to collect
all amounts due according to the contractual terms of the loan agreement. The Company seeks to assist these
borrowers by working with them to prevent further difficulties, and ultimately to improve the likelihood of
recovery on the loan while ensuring compliance with the Federal Financial Institutions Examination Council
(“FFIEC”) guidelines. To facilitate this process, a formal concessionary modification that would not otherwise be
considered may be granted resulting in classification of the loan as a TDR.

The modification may include a change in the interest rate or the payment amount or a combination of both.
Substantially all modifications completed under a formal restructuring agreement are considered TDRs.
Modifications can involve loans remaining on nonaccrual, moving to nonaccrual, or continuing on accruing
status, depending on the individual facts and circumstances of the borrower. These restructurings rarely result in
the forgiveness of principal or interest. Nonperforming commercial TDRs may be returned to accrual status
based on a current, well-documented credit evaluation of the borrower’s financial condition and prospects for
repayment under the modified terms. This evaluation must include consideration of the borrower’s sustained
historical repayment performance for a reasonable period (generally a minimum of six months) prior to the date
on which the loan is returned to accrual status.

Premises and equipment:

Premises and equipment are stated at cost less accumulated depreciation which is computed using the straight-
line method over the estimated useful lives of the related assets. When assets are retired or otherwise disposed,
the cost and related accumulated depreciation are removed from the accounts, and any resulting gain or loss is
reflected in earnings for the period. The costs of maintenance and repairs, which do not improve or extend the
useful life of the respective assets, are charged to earnings as incurred, whereas significant renewals and
improvements are capitalized. The range of estimated useful lives for premises and equipment is as follows:

Buildings and improvements 5-40 years
Furniture and equipment 3-10years

11
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Note 1. Summary of Significant Accounting Policies, Continued

Other real estate owned:

Other real estate owned is reported at the lower of cost or fair value less estimated disposal costs, determined
on the basis of current appraisals, comparable sales, and other estimates of value obtained principally from
independent sources. Any excess of the loan balance at the time of foreclosure over the fair value of the real
estate held as collateral is treated as a charge-off against the allowance for loan losses. Any subsequent declines
in value are charged to earnings. Transactions in other real estate owned for the years ended December 31,
2018 and 2017 are summarized below:

2018 2017
Balance, beginning of year S 646,350 S 1,585,396
Additions 40,382 151,623
Sales (138,920) (1,070,304)
Write downs - (20,365)
Balance, end of year S 547,812 S 646,350

Goodwill:

The Company reviews the carrying value of goodwill on an annual basis and on an interim basis if certain events
or circumstances indicate that an impairment loss may have been incurred. An impairment charge is recognized
if the carrying value of the reporting unit’s goodwill exceeds its implied fair value. The carrying amount of
goodwill is approximately $362,000 as of December 31, 2018 and 2017, respectively, and is included in other
assets within the Consolidated Balance Sheets.

Income taxes:

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the
years in which the assets and liabilities are expected to be recovered or settled. The effect on deferred tax assets
and liabilities of a change in tax rates is recognized in income tax expense in the period that includes the enactment
date.

In the event the future tax consequences of differences between the financial reporting bases and the tax bases
of the Company’s assets and liabilities result in deferred tax assets, an evaluation of the probability of being able
to realize the future benefits indicated by such assets is required. A valuation allowance is provided for the
portion of a deferred tax asset when it is more likely than not that some portion or all of the deferred tax asset
will not be realized. In assessing the realizability of the deferred tax assets, management considers the
scheduled reversals of deferred tax liabilities, projected future taxable income, and tax planning strategies.

12
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Note 1. Summary of Significant Accounting Policies, Continued

Net income available to common stockholders:

Basic net income, or earnings, per common share (“EPS”) is computed based on net income available to common
stockholders divided by the weighted average number of common shares outstanding. Diluted EPS is computed
based on net income available to common stockholders divided by the weighted average number of common
and potential common share equivalents. The only potential common share equivalents are those related to
stock options and nonvested restricted stock grants. Common share equivalents which are anti-dilutive are
excluded from the calculation of diluted EPS. The dilutive effect of options and restricted stock are calculated
through the treasury stock method.

Stock based compensation:

The fair value of each stock option award is estimated on the date of grant using a Black-Scholes valuation
model. Expected volatility is based on the historical volatility of the Company’s stock, using daily price
observations over the expected term of the stock options. The expected term represents the period of time that
stock options granted are expected to be outstanding and is derived from historical data which is used to
evaluate patterns such as stock option exercise and employee termination. The expected dividend yield is based
on recent dividend history. The risk-free interest rate is derived from the U.S. Treasury yield curve in effect at the
time of grant based on the expected life of the option.

There were no options granted in 2018 and 2017.

In 2017, 16,000 nonvested restricted shares of common stock were issued to certain officers and the Chief
Executive Officer (CEO) at a grant price of $9.80. These restricted common stock shares will vest 100% (cliff vesting)
on January 1, 2020. In addition, an employee was issued 210 discretionary nonvested restricted shares of common
stock at a grant price of $9.25. These restricted common stock shares will vest 100% (Cliff vesting) on January 1,
2019.

In 2018, 16,000 nonvested restricted shares of common stock were issued to certain officers and the Chief
Executive Officer (CEO) at a grant price of $12.30. These restricted common stock shares will vest 100% (cliff
vesting) on January 1, 2021. In addition, 2,400 nonvested restricted shares of 