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Item 1.01 Entry into a Material Definitive Agreement.

Agreement and Plan of Merger

On December 5, 2014, Cornerstone Bancshares, I@orrierstone”),its wholly owned subsidiary, Cornerstone CommuniBgank
SmartFinancial, Inc. (“SmartFinancial"and its wholly owned subsidiary, SmartBank, entered an Agreement and Plan of Merger
“Merger Agreement”), pursuant to which SmartFinahevill be merged with and into Cornerstone (theefigler”),and the entity surviving tl
Merger (the “Surviving Company™ill be renamed SmartFinancial, Inc. The banks vwviltially remain separate and operate under
respective names in their respective markets.

Under the terms of the Merger Agreement, each andéhg share of SmartFinancial common stock willcbaverted into 4.20 shares
Cornerstone common stock, subject to adjustmergdoas an anticipated reverse stock split of Cotoeess common stock, which is expec
to adjust the ratio to 1.05 shares of Cornerstamneon stock for each share of SmartFinancial comstock. Additionally, each outstand
share of SmartFinancial preferred stock will bevented into a share of Cornerstone preferred swdttksimilar rights and preferences. Cur
holders of Cornerstone’s preferred stock will bkealsto vote on an amendment to Cornerst®méarter to allow Cornerstone to redeer
outstanding preferred stock prior to the completwbrihe Merger. Cornerstone will use its reasondilglst efforts to list its common stock
NASDAQ prior to closing

Based on consideration of all the relevant facts @rcumstances of the Merger, for accounting psego SmartFinancial will be considere
have acquired Cornerstone. As a result, followimg ¢completion of the Merger, the historical fina@tatements of the Surviving Comp
will be the historical financial statements of StiRarancial. The Merger will be effected by the imsoe of shares of Cornerstone stoc
SmartFinancial shareholders. The assets and tiabilbf Cornerstone as of the effective date ofNtezger will be recorded at their estime
fair values and added to those of SmartFinancialy éxcess of purchase price over the net estinfaiedalues of the acquiredssets ar
liabilities of Cornerstone will be allocated to &lentifiable intangible assets. Any remaining esscavill then be allocated to goodwill,
goodwill resulting from the Merger will not be antiaed to expense, but instead will be reviewedrgrairment at least annually. To the ex
goodwill were impaired, its carrying value would Wwetten down to its implied fair value and a chargould be made to earnings. Intangi
with definite useful lives will be amortized to eqse over their estimated useful lives.

After the Merger is complete, current SmartFinansieareholders will own approximately 65% of thex®iing Companys common stock al
current Cornerstone shareholders will own approtétga835% of the Surviving Company’s common stock.
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The Merger Agreement contains customary representatwarranties and covenants by all parties. Giond to each partg’ obligation t
consummate the Merger include the following, ad welother customary conditions: (1) approval ef fherger Agreement by shareholder
Cornerstone and SmartFinancial, (2) approval ofMleeger by regulatory authorities, (3) action bymore than 7% of the outstanding sh
of SmartFinancial common stock and Cornerstone comstock taken together that would establish thktiio dissent from the Merger un
Tennessee law, (4) redemption of outstanding shafréSornerstones preferred stock and (5) the completion by Cotoess of financin
transactions that may be necessary to obtain regulapproval of the Merger. Conditions to Smar#ficial’s obligation to consummate
Merger include the following: (1) evidence that Genrstone has amended its charter to allow the rptiemof its outstanding preferred stc
the conversion of SmartFinanciloutstanding preferred stock and the reverse siplik (2) approval by the Cornerstone sharehsladérar
amended and restated charter, (3) approval by thee@stone shareholders of amended and restatadifyy{4) adoption by the Cornerst
board of directors and approval by the Cornersthrageholders of an incentive compensation plan.

Billy Carroll will be the President and Chief Exdiee Officer of the Surviving Company, Miller Welbowill be the Chairman and Bill Carr
will be the Vice Chairman. There will be no chamf¢he SmartBank executive officers, with Billy @alt remaining as President and CEO
Bill Carroll as Chairman. Barry Watson will becofeesident of Cornerstone Community Bank and Mill&zlborn will continue as Chairme
Frank Hughes will serve as President and CEO ohéwstone pending the Merger, and will assume aastment Officer role working wi
Billy Carroll for the Surviving Company, post-mergéocusing on the Surviving Compagyinvestment portfolio and institutional inves
relations. All other executive team members withegn in their same roles and capacities.

Directors at both banks will remain the same extegt Miller Welborn will be added to the SmartBasdard and Billy Carroll will be added
the Cornerstone Community Bank board. The boarth@fSurviving Company will consist of Miller Welbo(current Cornerstone directc
Chair; Bill Carroll (current SmartFinancial directo Vice Chair; Monique Berke (current Cornerstodieector); Doyce Payne (curre
Cornerstone director); Frank McDonald (current @ositone director); Vic Barrett (current SmartFiriahdirector); Billy Carroll (currer
SmartFinancial director); Ted Miller (current Snkanancial director); David Ogle (current SmartFioiah director); Keith Whaley (curre
SmartFinancial director); and Geoff Wolpert (cutr&martFinancial director).

The Merger Agreement provides certain terminatights for both Cornerstone and SmartFinancial amthér provides that, upon terminat
of the Merger Agreement under certain circumstanCesnerstone or SmartFinancial, as applicabld, vélobligated to pay the other par
termination fee of $1,200,000 plus expenses.

Director Support Agreements

As a condition to Cornerstone’s and Cornerstone i@onity Banks willingness to enter into the Merger Agreememt,December 5, 201
each member of SmartFinancg&@board of directors entered into a Director Suppgreement with Cornerstone and Cornerstone Conity
Bank. Pursuant to the Director Support Agreemeath ef the members of the SmartFinancial boardeagte vote his or her SmartFinan
shares, and to cause any holder of record of theesho vote the shares: (a) in favor of the MeAgmeement and the Merger and such ¢
matters as are required to be approved by the lblders of SmartFinancial for the consummationhaf transactions contemplated by
Merger Agreement, and (b) against (i) any propogglosing or in competition with the consummatiorihef Merger, (ii) any action, propos
transaction, agreement, or other matter which coedgdonably be expected to result in a breach pfrepresentation, warranty, covenan
other obligation or agreement of SmartFinancialSanartBank under the Merger Agreement or of thectiireunder the Director Supp
Agreement, and (iii) any action, proposal, tratisa¢ agreement, or other matter that could redslyriae expected to impede, interfere w
delay, discourage, adversely affect, or inhibittiheely consummation of the Merger, or the fulfi#émt of any condition to the consummatiol
the Merger set forth in the Merger Agreement, caingfe in any manner the voting rights of any classevies of shares of capital stocl
SmartFinancial (including any amendment to thetelar bylaws of SmartFinancial).
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The foregoing descriptions of the Merger Agreenamd the Director Support Agreements do not purfiptie complete and are qualifiec
their entirety by reference to the full text of thespective agreements, attached hereto as Exhibiand 10.1, respectively, which
incorporated herein by reference.

The representations, warranties and covenantsobf party set forth in the Merger Agreement havenbmade only for purposes of, and w
and are solely for the benefit of, the partieshie Merger Agreement, may be subject to limitatiagseed upon by the contracting par
including being qualified by confidential disclosgsrmade for the purposes of allocating contraatiiskl between the parties to the Mel
Agreement instead of establishing these mattefacs, and may be subject to standards of matyritiplicable to the contracting parties
differ from those applicable to investors. Accodglin the representations and warranties may natritesthe actual state of affairs at the
they were made or at any other time, and investoosild not rely on them as statements of factdttiteon, such representations and warra
(1) will not survive consummation of the Mergerdaf?2) were made only as of the date of the MerggreAment or such other date &
specified in the Merger Agreement. Moreover, infatibn concerning the subject matter of the reprasiems and warranties may change i
the date of the Merger Agreement, which subseqirfotmation may or may not be fully reflected inetlparties' public disclosur:
Accordingly, the Merger Agreement is included wilfis filing only to provide investors with informah regarding the terms of the Mer
Agreement, and not to provide investors with arheofactual information regarding the parties t® kherger Agreement, their affiliates or tt
businesses. The Merger Agreement should not bealeae, but should instead be read in conjunctitth the other information regarding
parties to the Merger Agreement, their affiliatesheir businesses, and the Merger that will betaiord in, or incorporated by reference int
registration statement on Form S-4 that will bedilwith the Securities and Exchange Commission“@&eC”) and will include a joint prox
statement of Cornerstone and SmartFinancial ambspectus of Cornerstone, as well as in the FoiBrk,IForms 10Q and other filings th
Cornerstone makes with the SEC.

Employment Agreements

In connection with the Merger, Cornerstone and €mtone Community Bank terminated existing emplaynagreements with certain offic
and entered into new employment agreements. Théogerpand titles of certain officers covered by tlev employment agreements are i
below:




Employee Employer Title

*Nathaniel F. Hughe Cornerston President and Chief Executive Offic

Gary W. Petty, Ji Cornerston Executive Vice President and Chief Financial Offi
Cornerstone Community Bal Executive Vice President and Chief Operating Off

Robert B. Watsol Cornerstone Community Bal Presiden

James R. Vercoe, . Cornerstone Community Bal Executive Vice President and Chief Credit Offi

* After the Merger is completed, Mr. Hughes will bemExecutive Vice President, Investment Officer brsdiitutional Investor Relations of
the Surviving Compan)

The foregoing summary is qualified in its entirély reference to the full text of the employmentesgnents, copies of which are attache
Exhibits 10.2, 10.3, 10.4 and 10.5 to this repod are incorporated by reference into this Iten11.0

Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

The information in Item 1.01 is incorporated byereice into this Item.

Important Information for Shareholders

This communication shall not constitute an offesédl, the solicitation of an offer to sell, or thelicitation of an offer to buy any securitie:
the solicitation of any vote or approval, nor stibéire be any sale of securities in any jurisdictrowhich such offer, solicitation or sale wa
be unlawful prior to registration or qualificatiamder the securities laws of any such jurisdictionconnection with the proposed Mer¢
Cornerstone will file a registration statement oorr S4 with the SEC, which will contain the joint proxstatement/prospectus
SmartFinancial and Cornerstone. Shareholders ofi€@stone and SmartFinancial are encouraged tothearkgistration statement, includ
the joint proxy statement/prospectus that will lztpf the registration statement, because it @alhtain important information about

Merger, Cornerstone and SmartFinancial. After #igistration statement is filed with the SEC, thatjproxy statement/prospectus and @
relevant documents will be mailed to all Cornerst@nd SmartFinancial shareholders and will be abksl for free on the SE€'websit
( www.sec.gov). The joint proxy statement/prospectus will alse made available for free by contacting the Pregidend CEO c
SmartFinancial at (865) 868-0613 or the Presidadt @EO of Cornerstone at 423-385-300@. offer of securities shall be made excef
means of a prospectus meeting the requirementsatiod 10 of the Securities Act of 1933, as amended
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Cornerstone, SmartFinancial and their respectivectbrs, executive officers, and certain other memmtof management and employee
Cornerstone and SmartFinancial may be deemed tpak&ipants in the solicitation of proxies in cection with the proposed Merg
Information concerning the interests of the persehe may be considered “participania”the solicitation will be set forth in the joiptoxy
statement/prospectus relating to the Merger andtier relevant documents filed with the SEC wheaytbecome available. Information ak
the directors and executive officers of Cornerstisraso set forth in Cornerstosegdroxy statement for its 2014 annual meeting afeimolder
and its Annual Report on Form 10-K for the yeareshBecember 31, 2013, filed with the SEC.

Forward -Looking Statements

Certain of the statements made in this report noagtitute forwardeoking statements within the meaning of SectioA @7 the Securities A
of 1933 and Section 21E of the Securities Exchakgieof 1934. Such forwartboking statements, including statements regarttiegintent
belief or current expectations of Cornerstone, $fmaancial and their respective management reggrtlie companiesstrategic direction
prospects, future results and benefits of the Mem@e subject to numerous risks and uncertainGestain factors may cause actual resul
differ materially from those contained in the forddooking statements, including economic and otherdd®mns in the markets in whi
Cornerstone and SmartFinancial operate, governinegfalations, the ability to obtain regulatory asiwreholder approvals, the possibility
conditions to completion of the Merger will not batisfied, the ability to complete the Merger ir texpected timeframe, the companies
competitive environment, cyclical and seasonaltflations in their operating results, and othersisk

Item 9.01 Financial Statements and Exhibits.
(d) Exhibits.

2.1*  Agreement and Plan of Merger dated as of Decembe?034 by and among SmartFinancial, Inc., Smartf
Cornerstone Bancshares, Inc. and Cornerstone CoitynBank.

10.1 Form of Director Support Agreements by and amoncheeurrent director of SmartFinancial and Cornerst@n:
Cornerstone Community Ban

10.2  Employment Agreement with Nathaniel F. Hug|
10.3 Employment Agreement with Gary W. Petty
10.4  Employment Agreement with Robert B. Wats

10.5 Employment Agreement with James R. Vercot

* Schedules and exhibits are omitted pursuantaim I601(b)(2) of Regulation S-K. Cornerstone agtedarnish supplementally a copy of
any omitted schedule to the Securities and Exch@ugemission upon reque:
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisddiport to be signed on its behalf by
undersigned hereunto duly authorized.

CORNERSTONE BANCSHARES, INC
(Registrant’

Date: December 10, 2014 By: /s/ Nathaniel F. Hughe
Nathaniel F. Hughe
President and Chief Executive Offic




INDEX TO EXHIBITS

Exhibit No. Description

2.1* Agreement and Plan of Merger dated as of Decemi@0B! by and among SmartFinancial, Inc., SmartB&aknerstone
Bancshares, Inc. and Cornerstone Community B

10.1 Form of Director Support Agreements by amdg each current director of SmartFinancial anth€stone and
Cornerstone Community Ban

10.2 Employment Agreement with Nathaniel F. Hugt
10.3 Employment Agreement with Gary W. Petty,
10.4 Employment Agreement with Robert B. Wats
10.5 Employment Agreement with James R. Vercoe

Schedules and exhibits are omitted pursuantaim I601(b)(2) of Regulation S-K. Cornerstone agtedarnish supplementally a copy of
any omitted schedule to the Securities and Exch@ugemission upon reque:
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MERGER

SMARTFINANCIAL, INC.

SMARTBANK
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this “ Agreemeit dated as of the 5th day of December, 2014,ademand entered
into by and among SmartFinancial, Inc., a Tennessgmration (“ SmartFinancid), SmartBank, a Tennessee-chartered commerci&l had
wholly-owned subsidiary of SmartFinancial_(* Smaati”), Cornerstone Bancshares, Inc., a Tennessee ratiqo (* Bancshare’y, and
Cornerstone Community Bank, a Tennessee-charteradhercial bank and wholly-owned subsidiary of Béwacss (*_Cornerston§, under
authority of resolutions of their respective boaofigirectors duly adopted.

RECITALS

A. The board of directors of each of Sffei@mancial, SmartBank, Bancshares, and Cornergtas@inanimously determined that
this Agreement and the transactions contemplategblgeare advisable and in the best interests oftFinancial, SmartBank, Bancshares, and
Cornerstone, respectively, and their respectivestirdders.

B. As a material inducement to SmartFai@nand SmartBank to enter into this Agreemerthaaember of the board of
directors of Bancshares has entered into a Dir&upport Agreement, dated as of the date hereo$alnstantially in the form attached hereto
as_Exhibit A, pursuant to which he or she has agreed, amomrg thtimgs, to vote his or her shares of Bancsh@resk (as defined below) in
favor of this Agreement and the transactions coptatad hereby.

C. As a material inducement to BancsharmesCornerstone to enter into this Agreement, ea@mber of the board of directors
of SmartFinancial has entered into a Director Suppgreement, dated as of the date hereof and auntisily in the form attached hereto as
Exhibit B, pursuant to which he or she has agreed, amormg thtimgs, to vote his or her shares of SmartFiiStock (as defined below) in
favor of this Agreement and the transactions coptatad hereby.

D. The Parties (as defined below) intlardhe Merger (as defined below) provided for liete qualify as a “reorganization”
under the provisions of Section 368(a) of the mi¢Revenue Code of 1986, as amended, and theatiegd and formal guidance issued
thereunder (the “ Cod®.

NOW, THEREFORE, for and in consideration of theefyoing, the mutual covenants, representations amées, and agreements set
forth herein, and other good and valuable consierathe receipt and sufficiency of which are ligracknowledged, the Parties, intending to
be legally bound, agree as follows:

ARTICLE |
DEFINITIONS
Section 1.1 Certain DefinitionEor purposes of and as used in this Agreemeatettms defined below shall, when capitalized
have the indicated meanings.
(a) “ Acquisition Proposalmeans, with respect to a Party, any inquiry, psal, solicitation, or offer, or any filing of

any regulatory application or notice (whether iaftior final form), or any disclosure of any intiemtto do any of the foregoing, from or by &
Person relating to (i) any sale, lease, exchangeigage, pledge, transfer, or other dispositiof@% or more of such Party’s consolidated
assets in a single transaction or series of trdioseg other than the pledge by Bancshares ofdpéal stock of any wholly-owned bank
Subsidiary of Bancshares in connection with a e Transaction; (i) any tender offer or exchaoffer with respect to, or direct or indirect
purchase or acquisition of, 10% or more of the taming voting securities of such Party entitleddte in the election of such Party’s
directors, other than in connection with a Finagcimansaction; or (iii) any merger, share exchaegasolidation, business combination,
recapitalization, or similar transaction involviegch Party or any of its Subsidiaries, in each o#iser than the transactions contemplated by
this Agreement.




(b) “ Affiliate” means, with respect to any Person, any othermRetst directly or indirectly through one or more
intermediaries controls, is controlled by, or islancommon control with such Person.

(c) “ Bancshares Common Stdakeans the common stock, par value $1.00 per sb&Bancshares.

(d) “ Bancshares Loan Propéttyieans any property in which Bancshares (or a ifligyy of Bancshares) holds a
security interest, and, where required by the cdntecludes the owner or operator of such propéaty only with respect to such property.

(e) “ Bancshares Material Adverse Effesteans an effect, circumstance, occurrence, edenglopment, or change
that, individually or in the aggregate with onenwore other effects, circumstances, occurrencesitgveevelopments, or changes, (i) has had,
or could reasonably be expected to have, a matarthhdverse effect on the business, financialiiondor results of operations of Bancshe
and its Subsidiaries taken as a whole or (ii) niafgimpairs the ability of Bancshares or Cornerst to perform its obligations under this
Agreement or prevents or materially impedes thesgommation by Bancshares or Cornerstone of thedctings contemplated by this
Agreementprovided, however, that, with respect to clause (i), the term Baaocst Material Adverse Effect shall not be deemédddinde the
impact of any effect, circumstance, occurrencengwdevelopment, or change resulting from (1) clesrafter the date hereof in Laws of
general applicability that apply to insured depasitinstitutions and/or registered bank holding pamies generally, or interpretations thereof
by Governmental Entities, (2) changes after the tateof in GAAP or regulatory accounting requirataepplicable to insured depository
institutions and/or registered bank holding compamjenerally, (3) changes in economic conditionshanges in global, national, or regional
political or market conditions (including changagrevailing interest or exchange rates), in eitteese affecting the banking and financial
services industry generally, (4) any outbreak caksion of hostilities, declared or undeclared adftwar, or terrorism, (5) the public
announcement or pendency of this Agreement orréimsactions contemplated hereby, or (6) actiomsrossions of SmartFinancial,
SmartBank, Bancshares, and Cornerstone requiregt timd Agreement or taken or omitted to be takéh the prior consent of the
SmartFinancial Parties (in the case of actionswissions by the Cornerstone Parties) or the CawreesParties (in the case of actions or
omissions by the SmartFinancial Partiggvidedthat effects, circumstances, occurrences, eveaet®ldpments, and changes resulting from
the changes or other matters described in clad3e€], (3), and (4) shall not be excluded as adBhares Material Adverse Effect to the ex
of any materially disproportionate impact they hameBancshares and its Subsidiaries taken as aevalsaineasured relative to similarly
situated companies in the banking and financialises industry.

() “ Bancshares Optidrmeans an option to acquire shares of Bancshaoek 8nder the Bancshares Statutory-
NonStatutory Stock Option Plan or the Bancshar@2 2@®ng Term Incentive Plan, each as amen

(9) “ Bancshares Participation Facilithweans any facility in which Bancshares (or a $dibsy of Bancshares)
participates in the management thereof (includihgraperty held as trustee or in any other fidugieapacity), and, where required by the
context, includes the owner or operator of suclperty, but only with respect to such property.




Series A Stock.

(h) “ Bancshares Preferred Stéckeans the preferred stock, no par value, of Baaes, including the Bancshares

@ “ Bancshares Series A Stdakeans the Series A Convertible Preferred Stookpar value, of Bancshares.

@) “ Bancshares Sto¢kneans, collectively, the Bancshares Common Stéweckthe Bancshares Preferred Stock.

(K) “ Banking Act’ means the Tennessee Banking Act, Tennessee Coalet#ed § 45-1-104t seq.

)] “ BHCA" means the Bank Holding Company Act of 1956, asaded (12 U.S.C. § 184t seq)

(m) “ BookEntry Shares means non-certificated shares of SmartFinandiatiSprior to the Effective Time.

(n) “ Business Daymeans Monday through Friday of each week, exdgdégal holidays recognized as such by the

United States government and any day on which Ipgnkistitutions in the State of Tennessee are aizéthor obligated to close.

(0) “ Certificaté¢ means a certificate which prior to the Effectiliene represents shares of SmartFinancial Stock.

(P) “ Confidentiality Agreemefitmeans that certain Mutual Confidentiality and Mistlosure Agreement, dated April

4, 2014, by and between SmartFinancial and Baneshar

(@) “ Contract means any contract, lease, deed, mortgage, kcémstrument, note, commitment, undertaking,

indenture, or other agreement, understanding gailiebinding arrangement, whether written or oral.

n “ Cornerstone Common Stdcieans the common stock, par value $1.00 per sb&feornerstone.

(s) “ Cornerstone Patrtitmeans, collectively, Bancshares and Cornerstone.

® “ Cornerstone Preferred Stdakeans the preferred stock, no par value, of Qstonae.

(u) “ Cornerstone Sto¢kneans, collectively, the Cornerstone Common Stoul the Cornerstone Preferred Stock.
(v) “ Corporation Act means the Tennessee Business Corporation Achébsee Code Annotated § 48-11-80%eq
(w) “ Disclosure Memorandameans, collectively, the SmartFinancial Disclastdemorandum and the Cornerstone

Disclosure Memorandum.




(x) “ Environmental Lawmeans any Law relating to (i) the protection,gmevation, or restoration of the environment
(which includes, without limitation, air, water vap surface water, groundwater, drinking water $ywil, surface land, subsurface land, p
and animal life, and any other natural resourcdjusnan health or safety, or (ii) exposure to, eruke, storage, recycling, treatment,
generation, transportation, processing, handlaigeling, production, release, or disposal of, Hé@as Materials, in each case as amended
term Environmental Law includes, without limitatidghe Federal Comprehensive Environmental Resp@wapensation and Liability Act of
1980, the Federal Clean Air Act, the Federal CM&ater Act, the Federal Resource Conservation amo\wrey Act of 1976, and the Federal
Occupational Safety and Health Act of 1970 asl#tes to Hazardous Materials, each as amended.

) “ ERISA” means the Employee Retirement Income SecurityoAdi974, as amended.

(2) “ ERISA Affiliate” means any Person that is considered one employteia Party or any of such Party’s
Subsidiaries under Section 4001(b)(1) of ERISA ect®n 414 of the Code.

(aa) “ Exchange A¢tmeans the Securities Exchange Act of 1934, asdach

(bb) “ Excluded Sharéaneans shares of SmartFinancial Common Stbak immediately prior to the Effective Time,
owned or held, other than irb@na fidefiduciary or agency capacity, by SmartFinancial a@Bank, Bancshares, or Cornerstone, or any
Subsidiary of SmartFinancial, SmartBank, Bancshane€ornerstone, including shares of SmartFindrgtiack held by SmartFinancial as
treasury stock.

(cc) “ EDIC” means the Federal Deposit Insurance Corporation.
(dd) “ Federal Reservemeans the Board of Governors of the Federal Res8ystem.
(ee) “ Financing Transacti@émeans (i) the offer and sale by Bancshares afeshaf Bancshares Common Stock having

a market value up to but not to exceed $10,000,60@rms consistent with Schedule 1.1(elg@eto and on such other terms and conditions
mutually acceptable to the Parties, the conseatRdrty to any such other terms or conditions eatrreasonably withheld, and/or (ii) the
incurrence by Bancshares of indebtedness in time édrone or more holding company loans on termscamdiitions mutually acceptable to the
Parties, the consent of a Party to any such terrosraditions not be unreasonably withheld, in eittese to facilitate the transactions
contemplated by this Agreement.

(ff) “ GAAP" means United States generally accepted accouptingiples.

(99) “ Governmental Entitymeans any federal, state, provincial, local,aefgn court, agency, arbitrator, mediator,
tribunal, commission, governmental or regulatorthatity, or other governmental or administrativelppinstrumentality, or authority,
including without limitation the SEC, the Federahdie Commission, the United States Departmentsifcay the United States Department of
Labor, the IRS, the Federal Reserve, the FDIC taad DFI.

(hh) “ Hazardous Materidimeans any substance (whether solid, liquid, @) ¢f#at is detrimental to human health or
safety or to the environment currently listed, defl, designated, or classified as hazardous, t@d@active, or dangerous, or otherwise
regulated, under any Environmental Law, whethetypg or by quantity, including any substance canitgj any such substance as a
component. Hazardous Material includes, withouttétion, any toxic waste, pollutant, contaminargzardous substance, toxic substance,
hazardous waste, special waste, industrial substancadioactive material, oil and petroleum, iy derivative or by-product thereof, radon,
asbestos and any asbestos-containing materialfammealdehyde foam insulation, lead, and polychlatéd biphenyl.




(i) “ Intellectual Property means (i) all inventions, whether or not patetgand whether or not reduced to practice,
and all improvements thereon, and all patentsnpaigplications, and patent disclosures, togettir all re-issues, continuations,
continuations-in-part, divisions, extensions, ag@xaminations thereof; (ii) all trademarks, whettegistered or unregistered, service marks,
logos, domain names, rights in or to Internet wisdssand corporate, assumed, and trade namesll(iiopyrights, whether registered or
unregistered, and all applications, registrati@ms| renewals relative thereto; (iv) all datasedsallases, and related information and
documentation; and (v) any and all other intellatproperty and proprietary rights.

()] “ Interim Bancshares Financidlmeans the financial statements of the CornersRarées included with the
Bancshares quarterly report on Form 10-Q for threogeended September 30, 2014.

(k) “ IRS” means the United States Internal Revenue Service.

(In “ Joint Proxy Statement/Prospectuseans the joint proxy statement prepared by Sfiraahcial and Bancshares to
solicit approval of this Agreement and the tranisast contemplated hereby by the shareholders oftEinancial and Bancshares, and appr
of the Authorized Stock Amendment, the Amended Rastated Bancshares Charter, the Amended and &e8ancshares Bylaws, the
Series A Redemption Amendment, the Reverse Stolik/pendment, and the Bancshares Incentive Plathbyshareholders of Bancshares,
which will include the prospectus of Bancshareatieyj to the issuance of Bancshares Common Stoe&lters of SmartFinancial Common
Stock and the issuance of Bancshares SBLF Equivateck to the holders of SmartFinancial Seriestdc pursuant to and in accordance
with Article 11l of this Agreement.

(mm)  “ Knowledg€ means, with respect to a Party, the actual kndgdeafter reasonable inquiry of the chairman,
president, chief executive officer, chief finanaidficer, chief operating officer, chief lendingfiokr, and chief credit officer of such Person,
other Persons performing similar functions for sBehnson.

(nn) “ Laws’ means any and all federal, state, provincialalpand foreign laws, constitutions, common lawgiples,
ordinances, codes, statutes, judgments, determinstinjunctions, decrees, orders, rules, and atiguk.

(00) “ Lien” means any lien, claim, attachment, garnishmempeirfection of title, pledge, mortgage, deed oétiru
hypothecation, security interest, charge, optiestriction, easement, reversionary interest, rigmefusal, voting trust arrangement, buy-sell
agreement, preemptive right, or other adverse ¢laimumbrance, or right of any nature whatsoever.

(pp) “ Loan’ means a loan, lease, advance, credit enhancemergntee, or other extension of credit.

(qq) “NASDAQ" means The NASDAQ Stock Market LLC.

(rm) “ Parties means, collectively, SmartFinancial, SmartBanknBshares, and Cornerstone.

(ss) “ Persohmeans an individual, a corporation, a limitellly company, a partnership, an associationyatfrand
any other entity or organization, whether or n@biporated, including without limitation any Goverantal Entity.




(tt) “ Registration Statemehimeans the registration statement on Form S-étluer appropriate form, including any pre:
effective or post-effective amendments or supplamtereto, filed by Bancshares with the SEC utiieiSecurities Act with respect to the
shares of Bancshares Common Stock to be issueadibgsBares to the holders of SmartFinancial Comntack&nd the shares of Bancshares
SBLF Equivalent Stock to be issued by Bancsharéisetmolders of SmartFinancial Series A Stockdohecase in connection with the
transactions contemplated by this Agreement.

(uu) “ SEC' means the United States Securities and Exchaogen@ission.

(v) “ Securities Act means the Securities Act of 1933, as amended.

(ww)  “ SmartBank Common Sto¢kmeans the common stock, par value $1.00 per sbafmartBank.

(xx) “ SmartBank Preferred Stotkneans the preferred stock, par value $1.00 parestof SmartBank.

(yy) “ SmartBank Stockmeans, collectively, the SmartBank Common Stault the SmartBank Preferred Stock.
(z2) “ SmartFinancial Common Stdtkneans the common stock, par value $1.00 per sba&martFinancial.

(aaa) “SmartFinancial Financial Statemémtgeans, collectively, the Audited SmartFinancialdncials and the Interim

SmartFinancial Financials.

(bbb) “_SmartFinancial Loan Propeftyneans any property in which SmartFinancial (@ubsidiary of SmartFinancial)
holds a security interest, and, where requirechbycbntext, includes the owner or operator of suoiperty, but only with respect to such

property.

(ccc) “ SmartFinancial Material Adverse Efféeheans an effect, circumstance, occurrence, evewnglapment, or chang
that, individually or in the aggregate with onenwore other effects, circumstances, occurrencesiteveevelopments, or changes, (i) has had,
or could reasonably be expected to have, a matarthhdverse effect on the business, financialiiongdor results of operations of
SmartFinancial and its Subsidiaries taken as a&vbo(ii) materially impairs the ability of Smartfaincial or SmartBank to perform its
obligations under this Agreement or prevents oremialty impedes the consummation by SmartFinarari@martBank of the transactions
contemplated by this Agreemeptpvided, however, that, with respect to clause (i), the term Sniagfcial Material Adverse Effect shall not
be deemed to include the impact of any effectucirstance, occurrence, event, development, or chasgéing from (1) changes after the c
hereof in Laws of general applicability that apfiyinsured depository institutions and/or regisddvank holding companies generally, or
interpretations thereof by Governmental Entiti@3y,dhanges after the date hereof in GAAP or regoyadiccounting requirements applicable to
insured depository institutions and/or registeradkbholding companies generally, (3) changes imecic conditions, or changes in global,
national, or regional political or market condit®fincluding changes in prevailing interest or exule rates), in either case affecting the
banking and financial services industry generg#y,any outbreak or escalation of hostilities, deatl or undeclared acts of war, or terrorism,
(5) the public announcement or pendency of thiseAgrent or the transactions contemplated herel{$) @ctions or omissions of
SmartFinancial, SmartBank, Bancshares, and Coorersequired under this Agreement or taken or exhitb be taken with the prior consent
of the SmartFinancial Parties (in the case of astiar omissions by the Cornerstone Parties) o€tireerstone Parties (in the case of actions ¢
omissions by the SmartFinancial Partiggpvidedthat effects, circumstances, occurrences, eveet®lopments, and changes resulting from
the changes or other matters described in clad3e€], (3), and (4) shall not be excluded as aSAnancial Material Adverse Effect to the
extent of any materially disproportionate impaetthave on SmartFinancial and its Subsidiariesntalsea whole as measured relative to
similarly situated companies in the banking andriicial services industry.




(ddd) “_SmartFinancial Optidhmeans an option to acquire shares of SmartFieh&tock under the SmartBank Stock
Option Plan, as amended, or the SmartFinancial, 20t0 Incentive Plan, as amended.

(eee) “SmartFinancial Participation Facilitmeans any facility in which SmartFinancial (oBabsidiary of
SmartFinancial) participates in the managemenetifdincluding all property held as trustee or my @ther fiduciary capacity), and, where
required by the context, includes the owner or afperof such property, but only with respect totrspooperty.

(fff) “ SmartFinancial Parti¢smeans, collectively, SmartFinancial and SmartBank

(ggg) “.SmartFinancial Preferred Stdakeans the preferred stock, par value $1.00 parestof SmartFinancial, including
the SmartFinancial Series A Stock.

(hhh)  “_SmartFinancial Series A Stdtineans the Non-Cumulative Perpetual PreferrediSt8eries A, par value $1.00
per share, of SmartFinancial.

(iii) “ SmartFinancial Stockmeans, collectively, the SmartFinancial Commooc&tand the SmartFinancial Preferred
Stock.
3D “ Subsidiary’ means any corporation, limited liability compamgrtnership, joint venture, or other entity in wlhni

SmartFinancial, SmartBank, Bancshares, or Cornegstas the case may be, has, directly or indireatlyequity or ownership interest
representing 50% or more of any class of the cegtitak thereof or other equity or ownership ingsgherein.

(kkk)  “ Superior Bancshares Propgsaieans anyona fidewritten proposal made by a third party for or wigispect to &
Acquisition Proposal which the Bancshares boardirgfctors determines in good faith, after takinip iaccount all legal, financial, regulatory,
and other aspects of the proposal (including withimitation the amount, form, and timing of payniefi consideration, the financing thereof,
any associated break-up or termination fees, imetuthose provided for in this Agreement, expemsmbursement provisions, and all
conditions to consummation) and the Person makiagtoposal, and after taking into account thea@def Bancshares’ financial advisor
(which shall be a nationally recognized investmmrtiking firm) and outside legal counsel, is (i) méavorable from a financial point of view
to the shareholders of Bancshares than the traosacontemplated by this Agreement and (i) isoeably likely to be consummated on the
terms set forth.

D)) “ Superior SmartFinancial Propogaheans anyona fidewritten proposal made by a third party for or wiéspect
to an Acquisition Proposal which the SmartFinanbidrd of directors determines in good faith, afséing into account all legal, financial,
regulatory, and other aspects of the proposalydioh without limitation the amount, form, and timgiof payment of consideration, the
financing thereof, any associated break-up or teation fees, including those provided for in thigréement, expense reimbursement
provisions, and all conditions to consummation) HrePerson making the proposal, and after takitmgaccount the advice of
SmartFinancial’s financial advisor (which shalldeationally recognized investment banking firmdl aatside legal counsel, is (i) more
favorable from a financial point of view to the shlaolders of SmartFinancial than the transactiamsemmplated by this Agreement and (ii) is
reasonably likely to be consummated on the termfoss.




(mmm) “Tax”or“ Taxes” means any and all federal, state, provincialalpand foreign taxes, including without limitation
(i) any income, profits, alternative or add-on mimim, gross receipts, sales, use, value-added,lactrg transfer, franchise, profits, license,
withholding, payroll, employment, unemployment, isg¢ severance, stamp, occupation, net worth, prenrieal property, property,
environmental, or windfall profit tax, custom, autgl, or other tax of any kind whatsoever, togethigh any interest or penalty, addition to tax,
or other additional amount imposed by any Goverrtaddintity or other Person responsible for the isifpon or collection of any such tax, a
(ii) any liability for the payment of any amountftbe type described in clause (i) above as atre$alny express or implied agreement or
obligation to indemnify any other Person or anytcactual arrangement or agreement.

(nnn)  “ Tax Returri means any return (including any amended retwt@g)aration, or other report, including without
limitation elections, claims for refunds, schedukestimates, and information returns and statemuiitts respect to any Taxes (including
estimated Taxes).

(0oo0) " TDEFI” means the Tennessee Department of Financiatutistis.

(ppp) “Treasury SBLF Agreemehimeans that certain Small Business Lending FuSeeurities Purchase Agreement,
dated and effective as of August 4, 2011, betwerarf-inancial and the United States Secretaryefltieasury, including all annexes thereto.

Section 1.2 Other Definition€apitalized terms used in this Agreement anddeéihed in_Section 1.1but otherwise defined
this Agreement, shall have the meanings othervgsalzed thereto.

ARTICLE Il
THE MERGER

Section 2.1 The MergeBubject to and upon the terms and conditionfostt in this Agreement, at the Effective Time (as
defined below), SmartFinancial shall be merged waitl into Bancshares in accordance with, and \wiheffect provided in, this Agreement
and applicable provisions of the Corporation Abe(t Merger”). At the Effective Time, the separate corporatstence of SmartFinancial
shall cease and Bancshares shall continue, asithigisg corporation of the Merger, as a corponatbartered under the laws of the State of
Tennessee unaffected and unimpaired by the MeBgarcshares in such capacity as the surviving catjwor of the Merger being sometimes
referred to herein as the “ Surviving Corporatfinn

Section 2.2 Closindsubject to the satisfaction or waiver (subjecpplicable Law) of the conditions precedent sgthfan
Article VIII hereof (other than those conditions that by thature are to be satisfied at the Closing), theingpsf the transactions
contemplated by this Agreement, including withantitation the Merger (the “ Closint, shall take place at the offices of Butler SnblP,
The Pinnacle at Symphony Place, Suite 1600, 15&@ethue South, Nashville, Tennessee 37201, on daichand at such time as shall be
mutually agreed upon by the Partipspvidedthat such date shall be not more than 30 days thitesatisfaction or waiver (subject to applicable
Law) of all of the conditions precedent set foritArrticle VIl hereof (other than those conditions that by thature are to be satisfied at the
Closing). Notwithstanding the foregoing, the Paréapressly agree that the Closing may take plpdhéelectronic, facsimile, and/or
overnight courier exchange of executed documeiits.actual date on which the Closing shall occuefisrred to in this Agreement as the “

Closing Date”

Section 2.3 Effective TiméPrior to or at the Closing, SmartFinancial andi&nares shall duly execute and deliver, for filing
with the Tennessee Secretary of State, articlesevfer in a form and substance mutually agreed bgd@martFinancial and Bancshares (the
Articles of Merger”). The Merger shall become effective on such daig at such time as the Articles of Merger arelfiléth the Tennessee
Secretary of State, or on such later date and&udlt later time as shall be set forth in the Aetiof Merger (the date and time the Merger
becomes effective being referred to in this Agresinas the * Effective Tim&).




Section 2.4 Effect of the Mergéfhe Merger shall have the effects set forth ia &greement and applicable provisions of the
Corporation Act. Without limiting the generality tife foregoing, and subject thereto, at the Effeclime, all property, rights, interests,
privileges, powers, and franchises of SmartFindrstiall vest in the Surviving Corporation, anddsbts, liabilities, obligations, restrictions,
disabilities, and duties of SmartFinancial shalidree and be debts, liabilities, obligations, restins, disabilities, and duties of the Surviving
Corporation.

Section 2.5 Legal Name of Surviving Gagdion. The legal name of the Surviving Corporation at ifective Time of the
Merger will be “Cornerstone Bancshares, Irtddwever, upon the effectiveness of the AmendedRestated Bancshares Charter (as defin
Section 7.15(c) as herein provided, the legal name of the SungiWCorporation will be changed to “SmartFinandiad,.”

Section 2.6 Charter and Bylaws of SungvCorporation The charter and bylaws of Bancshares as in effacediately prior
to the Effective Time shall at and after the EffeefTime be the charter and bylaws of the Survivimgporation until such time as the same
shall be amended in accordance with applicable Law.

Section 2.7 Redemption of Bancshare®eSér Stock At or prior to the Effective Time, each shareBaihcshares Series A
Stock issued and outstanding shall be redeemedabgdBares in accordance with applicable Law andhibger and bylaws of Bancshares, as
amended. Prior to the Effective Time, Bancsharadl ke all action necessary or advisable to redes to provide for the redemption at the
Effective Time of, the Bancshares Series A Stockuich manner, including without limitation seekargd obtaining any approvals of
Governmental Entities required for the redemptibthe Bancshares Series A Stock, giving noticeedemption of the Bancshares Series A
Stock to the holders thereof in accordance withctierter of Bancshares, and depositing all fundeseary for the redemption of all shares of
Bancshares Series A Stock in trust for the benétite holders thereof in accordance with the ehrast Bancshares.

ARTICLE Il
MERGER CONSIDERATION
Section 3.1 Conversion and ExchangenudrfFinancial Stock
€) Subject to the other provisions o$tArticle 111, solely by virtue of and as a result of the Merger
0] Each share of SmartFinancial Commarcisissued and outstanding immediately prior toEffective Time

(other than shares of SmartFinancial Common Stoakare Excluded Shares or Dissenting Shares) atthle Effective Time, automatically
and without any action on the part of the holdett{syeof, be converted into and canceled in exol&mgthe right to receive 4.20 shares (the “
Exchange Rati) of Bancshares Common Stock (the “ Per Share Com@onsideratiof); provided, however, that the Parties expressly
acknowledge and agree that, in the event the Re&xk Split is consummated prior to the Effecliume as contemplated by Section 7.15
(e), the Exchange Ratio as adjusted to account foRtherse Stock Split in accordance with Sectiona8lte 1.05 shares; and




(i) Each share of SmartFinancial SerieStack issued and outstanding immediately priohtEffective Time
shall at the Effective Time, automatically and with any action on the part of the holder(s) therbefconverted into and cancelled in exchi
for one share of preference securities of Bancsh@rech preference securities as described irsiition 3.1(a)(ii) the “ Bancshares SBLF
Equivalent StocK) (A) having a liquidation preference equal tottbathe share of SmartFinancial Series A Stock@overted and cancelled,
(B) entitling the holder(s) thereof to dividendetéon from the Effective Time on terms equivalernthbse of the SmartFinancial Series A
Stock, and (C) having such other rights, preferenpgvileges, and voting powers, and limitations aestrictions thereof, that are the same as
the rights, preferences, privileges, and voting @®yand limitations and restrictions thereof hef SmartFinancial Series A Stock immediately
prior to the Effective Time, taken as a whole (tiiRer Share Series A Consideratidn

The aggregate Per Share Common Consideration gagakdsuable by Bancshares to the holders of Sinaricial Common
Stock in accordance with this Agreement, and thgrexgate Per Share Series A Consideration payalidsuaible by Bancshares to the holders
of SmartFinancial Series A Stock in accordance tith Agreement, are referred to herein collecyivad the “ Merger Consideratioh

(b) The exchange of shares of SmartFiiSgries A Stock for shares of Bancshares SBLAVaNt Stock provided
for in Section 3.1(aghall be in accordance with the charter, bylawd,@ther governing documents of SmartFinancial (énms of the Treasu
SBLF Agreement, and the terms of any other agreemnensuant to which the shares of SmartFinan@gkS A Stock were issued or required
to be entered into in order to effect such exchaBgacshares shall, and agrees to, at and afté&fteetive Time, assume, honor, observe, anc
perform all of the terms, provisions, obligatiorights, responsibilities, preferences, priviledasitations, and restrictions of or pertaining to
the SmartFinancial Series A Stock.

Section 3.2 Exchange Procedures

(a) Deposit with Exchange AgenAt or prior to the Closing, Bancshares shall\wslior cause to be delivered to an
exchange agent mutually agreed upon by SmartFiabaed Bancshares, which the Parties agree maybesBares’ or SmartFinancial’s
customary stock transfer agent (the “ Exchange AQefor the benefit of holders of SmartFinanciab&t (other than holders of Excluded
Shares and holders of Dissenting Shares), a catttfior certificates or, at Bancshares’ optiondence of shares in book entry form
representing the number of shares of Bancsharesmoon$tock and the number of shares of BancsharkE §Ruivalent Stock issuable to
holders of SmartFinancial Stock (other than holdéisxcluded Shares and holders of Dissenting Shamethe form of Merger Consideration.
The Exchange Agent shall not be entitled to votex@arcise any other rights of ownership with respethe shares of Bancshares Common
Stock or Bancshares SBLF Equivalent Stock held bpim time to time hereunder, except that it shadieive and hold all dividends and other
distributions payable or distributable with respecsuch shares for the account of the Persondeghtihereto.

(b) Letter of Transmittal Provided that the SmartFinancial Parties havieelgd or caused to be delivered to the
Exchange Agent all information which is necessantlie Exchange Agent to perform its obligationspecified herein, the Exchange Agent
shall, and the Cornerstone Parties shall causExbeange Agent to, promptly after the Effective €ifbut in any event not later than 5
Business Days after the Effective Time), mail divae to each holder of record of shares of SmasdRctial Stock immediately prior to the
Effective Time, or, in the case of “street holdets,the Depository Trust Company (other than hoddef Excluded Shares and holders of
Dissenting Shares), a letter of transmittal in aoetry form and containing such provisions as Baaeshshall reasonably require (including
provisions confirming that delivery of Certificatand Book-Entry Shares shall be effected, andriblabf loss of and title to Certificates and
Book-Entry Shares shall pass, only upon propewrésfiof the Certificates or Book-Entry Shares te Exchange Agent) and instructions for
use in effecting the surrender of Certificates Bodk-Entry Shares in exchange for that portion of thedéde Consideration payable or issuz
in respect of the shares of SmartFinancial Stoekipusly represented by such Certificates or ipeesof such Book-Entry Shares, as
applicable, pursuant to the provisions of this Agnent.
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(c) Payment of Merger Consideratiotdpon surrender of a Certificate or Book-Entry i®isdo the Exchange Agent for
exchange, together with a duly executed letterasfdmittal, or an “agent’s message,” in the cadgowk-Entry Shares held in street name, anc
such other documents as may reasonably be redujrdte Exchange Agent, (i) the holder of such @edie or Book-Entry Shares shall be
entitled to receive in exchange therefor, and thehBnge Agent shall pay and deliver to such holthat, portion of the Merger Consideratiol
which such holder shall be entitled pursuant toptfeerisions of this Agreement, in full satisfactiohall rights pertaining to the shares of
SmartFinancial Stock formerly represented by suettif-ate or to such Book-Entry Shares, as appleseand (i) the Certificate or Book-
Entry Shares so surrendered shall be canceledelaevent Merger Consideration or any other amasstsble or payable under this Agreen
to a holder of shares of SmartFinancial Stock isedssued in the name of, or paid to, a Persoer ¢ftan the Person in whose name such s
are registered, it shall be a condition to theasse or payment of such Merger Consideration acgramounts that the Certificate formerly
representing such shares, or, in the case of naific@ed shares, the Book-Entry Shares, be pteseio the Exchange Agent, together with
evidence of or appropriate documents or instrumfntsansfer and evidence that any applicablekstansfer or other Taxes have been pa
are not applicable, all in such form as the Excleafsgent shall reasonably require.

(d) Closing of Stock Transfer Bookat the Effective Time, the stock transfer book&martFinancial shall be closed
and there shall thereafter be no further transieshares of SmartFinancial Stock on the recorddnadirtFinancial, and, if any shares of
SmartFinancial Stock are thereafter presentede@tirnerstone Parties or the Exchange Agent fosfea, such shares shall be cancelled
against delivery of that portion of the Merger Gdesation payable or issuable in respect theredieasin provided. Until duly surrendered to
the Exchange Agent in accordance with the provssifithis Agreement, Certificates and Book-Entrnai®is shall, at and after the Effective
Time, evidence and represent only the right toivectnat portion of the Merger Consideration pagatn issuable in respect thereof (or the
SmartFinancial Stock represented thereby) in aegurel with this Agreement. No dividends or othetritistions payable or distributable on or
with respect to shares of Bancshares Common StoBrrcshares SBLF Equivalent Stock that are issuéssuable in connection with the
Merger in accordance with this Agreement will bmitted to any Person entitled to receive such shef@&ancshares Common Stock or
Bancshares SBLF Equivalent Stock, as applicabli,auth Person surrenders his or her Certificatg(@viously representing the shares of
SmartFinancial Stock converted into such Bancsh@aoesmon Stock or Bancshares SBLF Equivalent Staglapplicable, or his or her Book-
Entry Shares converted into such Bancshares ConStamk or Bancshares SBLF Equivalent Stock, as egglke, at which time such divider
and other distributions shall be remitted to suelsBn, without interest. No interest shall be maidill accrue on any amounts payable to
holders of SmartFinancial Stock under or in accocdavith this Agreement.

(e) Lost, Stolen, or Destroyed Certificateln the event any Certificate shall have been kisien, or destroyed, upon
the making of an affidavit of that fact by the Rerglaiming such Certificate to be lost, stolendestroyed and the execution by such Person
an indemnity agreement and/or the posting by s@rhdp of a bond in such form and amount as thedtstione Parties and the Exchange
Agent may reasonably require as indemnity agaimgictaim that may be made against them with resjpestich Certificate, the Exchange
Agent will deliver in exchange for such lost, stgler destroyed Certificate that portion of the iymrConsideration deliverable in respect of
the shares of SmartFinancial Stock previously regmed thereby pursuant to this Agreement.
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) Unclaimed Merger Consideratian Any portion of the Merger Consideration, and attyer amounts payable by
Bancshares to the holders of shares of SmartFiala8tock in accordance with this Agreement, in ezade that remain(s) unclaimed by fori
shareholders of SmartFinancial for 12 months dfterEffective Time (as well as any dividends oreottlistributions payable in respect there
shall be delivered by the Exchange Agent to Barresha@ny former shareholder of SmartFinancial whe hot theretofore complied with the
exchange procedures provided for in this Agreerskall thereafter look only to Bancshares for ttatipn of the Merger Consideration (and
any other amounts) deliverable in respect of tle@eshof SmartFinancial Stock previously held byhssttareholder, as determined pursuant to
this Agreement, without any interest thereon. Naithe Exchange Agent nor any Party to this Agre#rskeall be liable to any holder of
SmartFinancial Stock for any portion of the Mer@amsideration (or any other amounts) properly paid Governmental Entity pursuant to
applicable abandoned property, escheat, or sifndlaus. Bancshares and the Exchange Agent shalltiikedrio rely upon the stock transfer
books of SmartFinancial to establish the identftthose Persons entitled to receive the Merger denation (and any other amounts) speci
in this Agreement, which books shall be conclusiith respect thereto. In the event of a disputaurdigg the ownership of SmartFinancial
Stock, Bancshares and the Exchange Agent shaiitiiked to deposit any portion of the Merger Comsation (or any other amounts) payable
in respect thereof in escrow with an independeand tharty and thereafter be relieved with respedrty claims thereto.

Section 3.3 Rights as SmartFinanciar&ialders Holders of SmartFinancial Stock immediately ptimthe Effective Time
shall, at and after the Effective Time, cease tshmeholders of SmartFinancial and shall haveurtbdr rights as shareholders of
SmartFinancial, other than the right to receiveNtezger Consideration and any other amounts payatksuable in respect of such holders’
SmartFinancial Stock in accordance with this Aetitil .

Section 3.4 No Fractional Shar&otwithstanding any other provision of this Agmeent, no fraction of a share of Bancshares
Common Stock, and no certificate or scrip therafioll,be issued in connection with the Merger ty dnolder of shares of SmartFinancial
Common Stock. Rather, after aggregating and takittgaccount all Certificates and/or Book-Entry &fsadelivered by a holder of
SmartFinancial Common Stock, the number of shar&ancshares Common Stock issuable to such holdélr ( not a whole humber) be
rounded up to the next whole share (i.e., botrad 9.9 would round to 10.0).

Section 3.5 Dissenting Shares

€) Notwithstanding any provision of tiigreement to the contrary, but subject to Secti&id, each issued and
outstanding share of SmartFinancial Common Stoelhtiider of which has perfected his or her righdissent from the Merger pursuant to
Chapter 23 of the Corporation Act, and has notcéiffely withdrawn or lost such right as of the Effiee Time (collectively, the * Dissenting
Shares), shall not be converted into and canceled irhexge for, or represent a right to receive, theShare Common Consideration
hereunder, and the holder thereof shall be entitfdgl to such rights as are granted by the Cormraict. Bancshares shall be entitled to re
any Merger Consideration not paid on account os&ising Shares, and the shareholders of Smarthalahall not be entitled to any portion
of such retained Merger Consideration. Any paymerdde in respect of Dissenting Shares shall be np@ancshares within the time period
set forth in the Corporation Act.

(b) If any holder of shares of SmartFirnah€ommon Stock who asserts such holder’s riglitissent from the Merger
pursuant to Chapter 23 of the Corporation Act shalle effectively withdrawn or lost his or her righ dissent (through failure to perfect or
otherwise), then, as of the Effective Time or thewrence of such event, whichever occurs laterstiares of SmartFinancial Common Stock
held by such holder shall be converted into anaeiégd in exchange for, on a share by share bagigight to receive the Per Share Common
Consideration in accordance with the applicablevigions of this Agreement.
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Section 3.6 Excluded Share¥ the Effective Time, each Excluded Share shatino consideration, be automatically cancelec
and retired and shall cease to exist, and, foatteédance of doubt, no exchange or payment shatidge with respect thereto or in respect
thereof.

Section 3.7 Adjustment of Exchange Ratfaluring the period from the date of this Agrearhuntil immediately prior to the
Effective Time any change in the outstanding shafesipital stock of SmartFinancial or Bancshareslccur, including without limitation
by reason of any stock dividend, distribution paidtock, stock subdivision or reclassificatiorgapitalization, stock split or combination
(including without limitation the Reverse Stock plor exchange or readjustment of shares, thercdmsideration payable or issuable to
holders of SmartFinancial Stock pursuant to thiseggnent shall be appropriately adjusted to reflach changeyrovided, however, that
neither the issuance of shares of Bancshares 8fmmkthe exercise of Bancshares Options, the issuafnshares of SmartFinancial Stock u
the exercise of SmartFinancial Options, nor theaese of shares of Bancshares Common Stock aefgafinancing Transaction shall cause
or result in an adjustment of or to the considerapayable or issuable to holders of SmartFinar8tiatk hereunder.

Section 3.8 SmartFinancial Options

(a) At the Effective Time, each outstamgdBmartFinancial Option, whether vested or unveistedediately prior to the
Effective Time, shall be automatically cancelled @onverted into an option to purchase that nurobehares of Bancshares Common Stock
equal to the number of shares of SmartFinancialkdgsuable upon the exercise of such SmartFine@®giion immediately prior to the
Effective Timemultiplied bythe Exchange Ratio, and the per share exercise gfisuch option to purchase shares of Bancshamesron
Stock shall be equal to the per share exercise pfithe SmartFinancial Option immediately priothe Effective Timalivided bythe
Exchange Ratio.

(b) Those SmartFinancial Options whichiaoentive stock options (as defined in Section dbthe Code) shall, at the
Effective Time upon conversion as provided in Sac8.8(a), maintain their qualified status as such in acancg and compliance with Sect
422 and Section 424 of the Code, and, prior ta tmeaEffective Time, the SmartFinancial Partieslistake all actions reasonably necessary tc
provide for the conversion of such SmartFinancipli@ns in such manner.

(c) Not less than 30 days prior to thecipdited Closing Date, the SmartFinancial Partiedlsend a written agreement
and acknowledgement (the same to be in form anstanbe reasonably acceptable to the Cornerstotied)do the holders of thesutstandin
SmartFinancial Options requesting that such holdeesute and return the written agreement and adkdgement to the SmartFinancial
Parties with regard to the cancellation and conweersf their SmartFinancial Options in accordand#nthe terms of this Agreement. The
SmartFinancial Parties shall use commercially neale efforts to obtain a written agreement anchaekedgement from each holder of a
then-outstanding SmartFinancial Option with regarthe cancellation and conversion of such Smaatkéral Option in accordance with the
terms of this Agreement.

(d) Effective as of the Effective TimeetBmartFinancial Parties shall terminate the Snrati€ial, Inc. 2010 Incentive
Plan and the SmartBank Stock Option Plan. The Swimamcial Parties shall prior to the Effective Titake any and all action reasonably
necessary to effectuate the termination of suchspla such manner, including without limitation gadoption by the boards of directors of the
SmartFinancial Parties of such resolutions as neaydzessary to effect and reflect such terminations
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(e) Effective as of the Effective Timeet@ornerstone Parties shall terminate the CormegsBancshares, Inc. Statutory-
NonStatutory Stock Option Plan. The Cornerstonéiézashall prior to the Effective Time take any aficaction reasonably necessary
effectuate the termination of such plan in such meanincluding without limitation the adoption byetboards of directors of the Cornerstone
Parties of such resolutions as may be necessaffeirt and reflect such termination.

() Prior to the Effective Time, Bancsésrshall adopt, in accordance with applicable Lad applicable provisions of
this Agreement, a new incentive compensation plasyant to which the options to purchase shar@an€shares Common Stock into which
SmartFinancial Options will be converted in accomawith this Agreement will be issued (the * Bdra®s Incentive Plal), which
Bancshares Incentive Plan shall be in a form abdtance mutually agreed upon by the Parties. Banestshall take any and all action
reasonably necessary to provide for the adoptidheBancshares Incentive Plan, including withoutthtion the adoption by the board of
directors of Bancshares of such resolutions aslmayecessary to effect the adoption of the BanesHacentive Plan.

Section 3.9 Withholding Right8ancshares (through the Exchange Agent, if apbpl&) shall be entitled to deduct and
withhold from any amounts payable pursuant to Agigeement to any holder of shares of SmartFinar@tiatk such amounts as Bancshares is
required under the Code or any other applicable tcadeduct and withhold with respect to the malohguch payment. Any amounts so
deducted and withheld shall be timely remittecht® appropriate Governmental Entity and shall batéek for all purposes of this Agreement as
having been paid to the holder of the SmartFindi8tiack in respect of which such deduction and kétling was made.

Section 3.10 Bancshares Common Stddke shares of Bancshares Common Stock issuedudstinding immediately prior to
the Effective Time shall not be affected by the §tar and, accordingly, each share of Bancsharesy@onstock issued and outstanding
immediately prior to the Effective Time shall, atdsafter the Effective Time, remain an issued amdtanding share of common stock of the
Surviving Corporation.

Section 3.11 Availability of DissenteRights. Both the holders of shares of SmartFinancial Com®&tock and the holders of
shares of Bancshares Common Stock shall have gtk to dissent from the Merger and obtain paynoétihe fair value of their shares as are
afforded to such holders by Chapter 23 of the Caan Act.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF BANCSHARES AND GXDIERSTONE

Section 4.1 Cornerstone Disclosure Memdum. Prior to the Parties’ execution and deliveryto$ tAgreement, Bancshares
and Cornerstone have delivered to the SmartFinBRaities a confidential memorandum (the * CorrmrstDisclosure Memorandui setting
forth, among other things, items the disclosurevloich is necessary either in response to an explisskosure requirement contained in a
provision of this Agreement or as an exceptionrte or more representations or warranties of the€stone Parties contained in this
Article IV or to one or more of their covenants containedriticke VI , making specific reference in such CornerstonelBssire Memorandui
to the Section(s) of this Agreement to which suems relate.

Section 4.2 Bancshares and CornerstepedRentations and Warrantigsach of Bancshares and Cornerstone hereby
represents and warrants to the SmartFinancialg3aas follows:

14




€)) Organization and QualificationBancshares is a corporation duly organized, laédisting, and in good standing
under the laws of the State of Tennessee, andyigegistered as a bank holding company under tHEB. Cornerstone is a banking
corporation duly organized, validly existing, andgood standing under the laws of the State of &esee. Each of Bancshares and Corner:
has the power and authority to own, lease, andabpés properties and assets and to conductspeotive business as presently conducted.
Each of Bancshares and Cornerstone is duly licemsgdalified to transact business and is in gdgadding in each jurisdiction in which the
character of the properties or assets owned oedelag it or the nature of the business conducteitl imakes such licensing or qualification
necessary. The copies of the charters, bylaws]estof organization, operating agreements, aneratrganizational documents of Bancshares
and Cornerstone and their respective Subsidiarmsqusly provided or made available to the SmaghRtial Parties are true, correct, and
complete copies of such documents as in effect teealate of this Agreement. Neither BancsharegSaynerstone nor any Subsidiary of
Bancshares or Cornerstone is in violation of itpegtive charter, bylaws, articles of organizataerating agreement, or other organizational
documents. The minute books of Bancshares and &bone and their Subsidiaries previously providethade available to the
SmartFinancial Parties constitute a true, compbaid,correct record of all meetings of and mategaporate actions taken by their respective
boards of directors (and each committee thereb&eholders, members, managers, and other goveroitigs, as applicable.

(b) Subsidiaries and Other InterestSet forth orSchedule 4.2(bpf the Cornerstone Disclosure Memorandum is a
correct, and complete list of all Subsidiaries ahBshares (other than Cornerstone) and/or Cormexsas well as the name of each such
Subsidiary, each such Subsidiary’s jurisdictiofngbrporation, organization, or formation, and Bslrares’ and/or Cornerstone’s percentage
ownership of each such Subsidiary. Each of Baneshamnd Cornerstone owns beneficially and of retioedtapital stock or other equity or
ownership interest it owns in each of its Subsid&free and clear of any and all Liens. Therenar€ontracts relating to the right of
Bancshares or Cornerstone to vote or dispose otapiyal stock or other equity or ownership intemsany Subsidiary of Bancshares or
Cornerstone. The ownership interests of Bancslaré<Cornerstone in their respective Subsidiariesracompliance with all applicable Laws.
Each of the Subsidiaries of Bancshares and/or Cstoree is a corporation, limited liability comparay,other entity duly organized, validly
existing, and in good standing under the lawssjitisdiction of incorporation, organization, arration, has all requisite power and authc
to own, lease, and operate its properties andssaedtto conduct its business as presently congiuatel is duly licensed or qualified to tran:
business and is in good standing in each jurismidti which the character of the properties or @ssened or leased by it or the nature of the
business conducted by it makes such licensing alifgpation necessary. The outstanding capitallstocother outstanding equity or ownership
interests of each Subsidiary of Bancshares andianeZstone have been validly authorized and aiidlyassued, fully paid, and non-
assessable. No shares of capital stock or othétyeapuownership interests of any Subsidiary of Betrares and/or Cornerstone are or may be
required to be issued by virtue of any options,rasats, or other rights; no securities exist that@nvertible into or exchangeable for any
shares of capital stock or other equity or owngrdfiierests of any Subsidiary of Bancshares ar@éonerstone, or any other debt or equity
security of any Subsidiary of Bancshares and/on@wtone; and there are no Contracts for the isguaihany additional capital stock or other
equity or ownership interests, or any other del#arity securities, of any Subsidiary of Bancshar$/or Cornerstone or any options,
warrants, or other rights with respect to such sges. Except (i) as set forth @chedule 4.2(bpf the Cornerstone Disclosure Memorandum
and (i) for securities and other interests held fiduciary capacity and beneficially owned bydhparties, neither Bancshares nor Cornerston
owns, beneficially or of record, directly or inditl/, any equity securities of or any other equityownership interest in any Person.
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(c) Capitalization. The authorized capital stock of Bancshares ctssfg(i) 20,000,000 shares of common stock, par
value $1.00 per share, and (ii) 2,000,000 shargsaférred stock, no par value, of which 600,008ret have been designated as Series A
Convertible Preferred Stock. The authorized cagii@atk of Cornerstone consists of (i) 2,000,00Geshaf common stock, par value $1.00 per
share, and (ii) 2,000,000 shares of preferred stozloar value. Set forth @chedule 4.2(cbf the Cornerstone Disclosure Memorandum is a
true, correct, and complete listing, by class @applicable, series, of the issued and outstandivares of Bancshares Stock and Cornerstone
Stock. There are no other classes or series obapgl, issued, or outstanding capital stock ofd&ares or Cornerstone. No shares of
Bancshares Stock are held in treasury by Bancsba@herwise owned, directly or indirectly, by Bahares, and no shares of Cornerstone
Stock are held in treasury by Cornerstone or ottsenawned, directly or indirectly, by CornerstoAd.of the issued and outstanding shares of
Bancshares Stock and Cornerstone Stock have béeamtlivalidly authorized and issued in full conapice with all applicable Laws and are
fully paid and non-assessable, and none of thedsand outstanding shares of Bancshares Stockroef3tone Stock have been issued in
violation of the preemptive rights of any Persorcépt as set forth aBchedule 4.2(cpf the Cornerstone Disclosure Memorandum, (i) there
are no outstanding options, warrants, subscriptiagreements, contracts, rights, calls, or commityef any kind or character, that require ol
obligate or could require or obligate Bancsharesduoe, deliver, or sell, or cause to be issueliyated, or sold, any additional shares of
Bancshares capital stock, or securities convertittteor exercisable for shares of Bancshares a@agtidck, or that require or obligate or could
require or obligate Bancshares to grant, extendnter into any such option, warrant, subscriptagreement, contract, right, call, or
commitment, and (ii) there are no outstanding oy®javarrants, subscriptions, agreements, contnéghtds, calls, or commitments, of any kind
or character, that require or obligate or couldunegjor obligate Cornerstone to issue, deliveseldl, or cause to be issued, delivered, or sold,
any additional shares of Cornerstone capital stockecurities convertible into or exercisabledbares of Cornerstone capital stock, or that
require or obligate or could require or obligatei@rstone to grant, extend, or enter into any syotlon, warrant, subscription, agreement,
contract, right, call, or commitment. There areontstanding obligations of Bancshares or Corneestorrepurchase, redeem, or otherwise
acquire any shares of its capital stock. Set fortBchedule 4.2(cpf the Cornerstone Disclosure Memorandum is a toggect, and complete
list of all outstanding Bancshares Options, inahgdior each Bancshares Option the name of the rgticthe date of grant, the exercise price,
the date(s) of vesting, the date(s) of terminatibe,number and class or series of shares subjecich Bancshares Option, and whether such
Bancshares Option is qualified or nonqualified urfsection 422 of the Code. No bonds, debenturdesnor other indebtedness having the
right to vote on any matters on which shareholdéBancshares or Cornerstone may vote is issuedtstanding. Set forth ddchedule 4.2(c)
of the Cornerstone Disclosure Memorandum is atistif all cash, stock, and other dividends or iigtrons with respect to Bancshares Stock
or Cornerstone Stock that have been declaredsikt,ar paid since June 30, 2011, as well adhales of Bancshares capital stock and all
shares of Cornerstone capital stock that have pemhased, redeemed, or otherwise acquired, directhdirectly, by Bancshares and
Cornerstone, respectively, since June 30, 2011efxas set forth ofichedule 4.2(cpf the Cornerstone Disclosure Memorandum, Bancshare
is current on all dividends payable on the Banash&eries A Stock and has complied with all oftémns and provisions of the Bancshares
Series A Stock. Bancshares has, or will as of fifiecBve Time have, sufficient authorized and unes$ shares of Bancshares Common Stock
and Bancshares SBLF Equivalent Stock to at thecE¥ke Time issue all shares of Bancshares Commaock3tnd Bancshares SBLF Equival
Stock payable or issuable hereunder in the forMeriger Consideration.
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(d) Authority. Each of Bancshares and Cornerstone has all iego@porate power and authority to execute and
deliver this Agreement and, subject to the consapigrovals, waivers, and filings referred to ircti#m 4.2(f), to perform its obligations
hereunder and to consummate the transactions cplad hereby. The execution and delivery of thgse&ment by the Cornerstone Parties
and the consummation by the Cornerstone Partideedfansactions contemplated hereby have beeradidlyalidly authorized by all
necessary corporate action on the part of the lsaafrdirectors of Bancshares and Cornerstone, aradher corporate actions or proceeding
the part of Bancshares or Cornerstone are necessaughorize the execution and delivery of thisggnent by the Cornerstone Parties an
consummation by the Cornerstone Parties of thesai@ions contemplated hereby, other than the appafithis Agreement by the shareholc
of Bancshares in accordance with the charter atausyof Bancshares and applicable Law. The boadirettors of Bancshares has
unanimously determined that this Agreement is adbtesand in the best interests of Bancshares amthitreholders and has directed that this
Agreement be submitted to Bancshares’ shareholdeegpproval, and has duly and validly adopted Iggms to the foregoing effect and to
recommend that the shareholders of Bancsharesaptitis Agreement. This Agreement has been dulyatidly executed and delivered by
each of Bancshares and Cornerstone and constitwaléd and legally binding obligation of each airi@shares and Cornerstone enforceable
against each of Bancshares and Cornerstone indsoome with its terms, except as enforceability tm@yimited by applicable bankruptcy,
insolvency, moratorium, and similar Laws affectergditors’ rights and remedies generally or gengrialciples of equity, whether applied in a
court of law or a court of equity.

(e) No Violations. The execution, delivery, and performance of A&gseement by Bancshares and Cornerstone and tt
consummation of the transactions contemplated isyAgreement do not and will not (i) assuming tiie consents, approvals, waivers, and
filings referred to in Section 4.2(fhave been obtained and made and all applicabkinggieriods have expired, violate any Law, goveznta
permit, or license to which the Cornerstone Padiesny of their Subsidiaries (or the propertieassets of the Cornerstone Parties or any of
their Subsidiaries) are subject or by which then@ostone Parties or any of their Subsidiariesiermtroperties or assets of the Cornerstone
Parties or any of their Subsidiaries) are bouriglyiplate the charter, bylaws, articles of orgatian, operating agreement, or other
organizational documents of Bancshares or Cornsesto any of their Subsidiaries; or (iii) constét breach or violation of or a default under
(or an event which, with due notice or lapse oftion both, could constitute a default under), suliein the termination of, accelerate the
performance required by, or result in the creatibany Lien upon any of the properties or asseBarvfcshares or Cornerstone or any of their
Subsidiaries under, any of the terms, conditiongrovisions of any note, bond, indenture, mortgaged of trust, loan agreement, or other
Contract to which Bancshares or Cornerstone, ooétlyeir Subsidiaries, is a party or to or by whany of the properties or assets of
Bancshares or Cornerstone, or any of their Subsdiamay be subject or bound.

() Consents and Approval$No consents or approvals of, waivers by, notioesr filings or registrations with any
Governmental Entity or other Person are requirdgkttobtained, given, or made by Bancshares or @sionee, or any of their Subsidiaries, in
connection with the execution and delivery of thigeement by the Cornerstone Parties or the conatiomby the Cornerstone Parties of the
Merger and the other transactions contemplatedlieexcept (i) applications, notices, and waiveuests required to be filed with or given or
made to and consents, approvals, and waivers egifriom, and the expiration of related waiting pds imposed by, the Federal Reserve and
the TDFI (collectively, the “ Requlatory Approvdls (i) the filing of the Articles of Merger witlthe Tennessee Secretary of State; (iii) such
filings, registrations, consents, and approvalaragequired to be made or obtained under or potsadederal and state securities Laws in
connection with the issuance by Bancshares of stedBancshares Stock in accordance with this Agesg; (iv) the approval of this
Agreement by the shareholders of Bancshares; grak(set forth oschedule 4.2(fof the Cornerstone Disclosure Memorandum. As of the
date hereof, neither Bancshares nor Cornerstomedse of any reason why any of the consents, aptsoor waivers referred to in this
Section 4.2(f)will not be obtained or received in a timely manwé&hout the imposition of any Burdensome Condit{as defined in

Section 8.1(b).

(9) Governmental Filings Bancshares and Cornerstone, and each of the@id@aitbes, have filed all reports, notices,
applications, schedules, registration and proxiestants, and other documents and instrumentshépattave been required to file since June
30, 2011, with the Federal Reserve, the FDIC, th&[Tor any other Governmental Entity. As of theispective dates, such filings were
complete and accurate in all material respects ptiedhin all material respects with all applicablews, and did not contain any untrue
statement of a material fact or omit to state aenmatfact required to be stated therein.
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(h) Securities Filings

@ Bancshares has filed with the SEGeplorts, schedules, registration statements, deénproxy statements,
exhibits, and other filings and materials that Bdrazes has been required to file under the Sessidktt or the Exchange Act, or the rules and
regulations promulgated thereunder, since Jun2@0 (collectively, the “ Cornerstone Securitieknigis ). None of the Cornerstone
Securities Filings contained any untrue stateméatroaterial fact or omitted to state a materiat f@quired to be stated therein or necessary
make the statements made therein, in light of ifeeimstances under which they were made, not migigaAs of their respective dates of
filing with the SEC, all of the Cornerstone SedastFilings complied in all material respects vagplicable requirements of the Securities Act
and/or the Exchange Act, as the case may be, andils and regulations promulgated thereundeh Bathe financial statements (including,
in each case, any notes thereto) of Bancshares $ubsidiaries included in the Cornerstone Seeariilings complied as to form, as of the
respective date of filing, in all material respeetith applicable accounting requirements and whth published rules and regulations of the
SEC with respect thereto. Since June 30, 2011, #mnes and each of Bancshares’ directors and kHfi@ve been, and Bancshares and eact
of Bancshares’ directors and officers are, in caamgle in all material respects with applicable simns of the Sarbanes-Oxley Act of 2002,
including without limitation Section 404 thereofcatihe rules and regulations promulgated thereunder.

(i) Bancshares has not received noticenftbe SEC that either Bancshares itself or anh@Qornerstone
Securities Filings are the subject of any ongoagaw by the SEC or any outstanding SEC investigafihether formal or informal),
including without limitation any voluntary documemiguest, and as of the date of this Agreemente thiee no material outstanding or
unresolved comments in comment letters from the St with respect to any of the Cornerstone S&earFilings. Bancshares has made
available to the SmartFinancial Parties true, abygnd complete copies of all material correspandesince June 30, 2011, between the SEC
on the one hand, and Bancshares or any of its &alisis, on the other hand.

(iii) Neither Bancshares nor any of its Sdlasies is a party to, or has any commitment toopee a party to, ar
joint venture agreement, partnership agreemerangisimilar Contract (including any Contract reigtto any transaction, arrangement
relationship between or among Bancshares or aitg 8ubsidiaries, on the one hand, and any unciolaged affiliate, including any structured
finance, special purpose, or limited purpose Persoithe other hand (such as any arrangement deddr Section 303(a)(4) of Regulation S-
K under the Securities Act)) where the purposeffeceof such arrangement is to avoid disclosurarof material transaction involving
Bancshares or any of its Subsidiaries in Bancsheoesolidated financial statements.

(iv) Bancshares has made available to tharBiimancial Parties true, correct, and complefge=oof all
amendments or modifications to any reports, sclesguégistration statements, definitive proxy steets, exhibits, and other filings and
materials previously filed by Bancshares with tl#C3ursuant to the Securities Act or the Exchange which amendments or modifications
have not yet been, but are required to be, filat thie SEC.
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0] Financial Statements; Internal Contrals

0] The financial statements of the Cost@ne Parties included in the Cornerstone Secsifings since June
30, 2011 (including related notes, where applica#¢ have been prepared from, and are in accoelaiith, the books and records of
Bancshares and its Subsidiaries, (B) fairly pregeatl material respects the consolidated resfltsperations, changes in stockholders’ equity
and cash flows, and the consolidated financialtiprsiof Bancshares and its Subsidiaries for tispeetive fiscal periods or as of the respectiv
dates therein set forth (subject in the case ofidited statements to year-end audit adjustmentsadn nature and amount), (C) complied as
to form, as of their respective dates of filinglwihe SEC, in all material respects with applicameounting requirements and with the
published rules and regulations of the SEC witpeesthereto, and (D) have been prepared in aceoedaith GAAP consistently applied
during the periods involved, except as indicateslich statements or in the notes thereto. The barnttsecords of Bancshares and its
Subsidiaries have been and are being maintainefdl imaterial respects in accordance with GAAP amgl@ther applicable legal and accoun
requirements and reflect only actual transactideuldin & Jenkins, LLC has not resigned (or infodvigancshares or Cornerstone that it
intends to resign) or been dismissed as the indlpepublic accountants of Bancshares as a refsoitin connection with any disagreements
with Bancshares on a matter of accounting prinsiplepractices, financial statement disclosur@ualiting scope or procedure.

(i) The records, systems, controls, datal information of Bancshares and its Subsidiaiesecorded, stored,
maintained, and operated under means (includingebanfronic, mechanical, or photographic processgtiwer or not computerized) that are
under the exclusive ownership and direct contr@aficshares or its Subsidiaries or their respeeteduntants (including all means of access
thereto and therefrom), except for any instancesofexclusive ownership or non-direct control thatld not reasonably be expected to have
either individually or in the aggregate, a Bancekavlaterial Adverse Effect. Bancshares (A) has @mgnted and maintains disclosure con
and procedures (as defined in Rule 15¢e) of the Exchange Act) designed to ensurerttadérial information relating to Bancshares, inatg
its Subsidiaries, is made known to the managemfeBancshares to allow timely decisions regardirguieed disclosures and to make the
certifications required by the Exchange Act andti®ac302 and Section 906 of the Sarba@edey Act of 2002, and (B) has disclosed, base
its most recent evaluation prior to the date of thgreement, to Bancshares’ outside auditors amadidit committee of the board of directors
of Bancshares (1) any significant deficiencies araderial weaknesses in the design or operationtefrial controls over financial reporting (as
defined in Rule 13a-15(f) of the Exchange Act) wwhare reasonably likely to adversely affect Banoss$iaability to record, process,
summarize, and report financial information, andg@y fraud, whether or not material, that involwesnagement or other employees who t
a significant role in Bancshares’ internal contmer financial reporting. To the Knowledge of thernerstone Parties, there is no reason to
believe that Bancshares’ chief executive officed ahief financial officer will not be able to gitke certifications and attestations required
pursuant to the rules and regulations adopted pot3o Section 404 of the Sarbanes-Oxley Act o220@thout qualification, when next due.

(iii) Since June 30, 2011, (A) neither Béma®s nor any of its Subsidiaries, nor to the Kealgk of the
Cornerstone Parties any director, officer, aud@ocountant, or other representative of Bancsharany of its Subsidiaries, has received or
otherwise had or obtained knowledge of any complaitegation, assertion, or claim, whether writtgroral, regarding the accounting or
auditing practices, procedures, methodologies, ethods (including with respect to loan loss resevwite-downs, charge-offs, and accruals) o
Bancshares or any of its Subsidiaries or theirgetye internal accounting controls, including aaynplaint, allegation, assertion, or claim tha
Bancshares or any of its Subsidiaries has engagguakistionable accounting or auditing practiced, (&) no attorney representing Bancshares
or any of its Subsidiaries, whether or not emplolpgdBancshares or any of its Subsidiaries, hasrteg@o the board of directors of Bancshare
or any committee thereof, or to any director oiagff of Bancshares, evidence of a material viotatibfederal or state securities Laws, breach
of fiduciary duty, or any similar violation or brefaby Bancshares or any of its officers, directersployees, or agents.
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)] Undisclosed Liabilities Neither Bancshares nor any of its Subsidiaries bahas incurred, any debt, liability, or
obligation of any kind, character, or nature whatss (whether accrued, contingent, absolute, knonknown, or otherwise and whether due
or to become due), other than (i) debts, liabaitiend obligations reflected on or reserved agairtste Interim Bancshares Financials and (ii)
debts, liabilities, and obligations incurred sifgeptember 30, 2014, in the ordinary course of lessironsistent with past practice that, either
alone or when combined with all such debts, litib#i, and obligations, have not had, and couldemtonably be expected to have, a
Bancshares Material Adverse Effect.

(k) Absence of Certain Changes or Everfisnce June 30, 2014, Bancshares and Cornerstonheir Subsidiaries
have conducted their respective businesses orhgionrdinary and usual course consistent with pesttices, and there has been no event or
occurrence and no circumstance has arisen thatjdodlly or taken together with all other everdscurrences, and circumstances, has had o
is reasonably likely to have a Bancshares Matéderse Effect. Since June 30, 2014, neither Baareshnor Cornerstone, nor any of their
Subsidiaries, has taken or permitted, or enteredainy Contract with respect to, or otherwise agji@ecommitted to do or take, any action t
if taken after the date hereof, would constituteeach of any of the covenants set forth in Sedidn except as set forth @chedule 4.2(k)pf
the Cornerstone Disclosure Memorandum.

()] Litigation . Except as set forth ddchedule 4.2(Iof the Cornerstone Disclosure Memorandum, theraarguits,
actions, claims, investigations, or legal, admnmatéte, arbitration, or other proceedings pendingmthe Knowledge of the Cornerstone
Parties, threatened against or affecting Bancshmar€srnerstone or any of their Subsidiaries or mmperty, asset, right, or interest of
Bancshares or Cornerstone or any of their Subsdiaand, to the Knowledge of the Cornerstone &arthere are no facts or circumstances
could reasonably be expected to give rise to ank suit, action, claim, investigation, or legalpadistrative, arbitration, or other proceeding.
Neither Bancshares or Cornerstone nor any of Sisidiaries, nor any of the properties or asddBancshares or Cornerstone or any of t
Subsidiaries, is a party or subject to or boun@iny judgment, decree, injunction, order, or ruliiginy Governmental Entity.

(m) Absence of Regulatory ActionExcept as set forth ddchedule 4.2(mpf the Cornerstone Disclosure
Memorandum, since June 30, 2011, neither BancshareSornerstone, nor any of their Subsidiaries, igen a party to any cease and desist
order, written agreement, or memorandum of undedatg issued by or with, or any commitment lettesimilar undertaking to, or has been
subject to any action, proceeding, order, or divedby, any Governmental Entity, or has adoptedlaard resolutions at the request of any
Governmental Entity, or has been advised by anye@owuental Entity that such Governmental Entityaatemplating issuing or requesting (or
is considering the appropriateness of issuing guesting) any such action, proceeding, order, thireccease and desist order, written
agreement, memorandum of understanding, commithatat, board resolutions, or similar undertakifg.the Knowledge of the Cornerstone
Parties, there are no facts or circumstances wduald reasonably be expected to result in any Gowental Entity issuing or requesting any
such action, proceeding, order, directive, ceasedasist order, written agreement, memorandum dérgtanding, commitment letter, board
resolutions, or similar undertaking. There are radanal unresolved violations, criticisms, or exti@ps noted by any Governmental Entity ir
with respect to any report or statement relatingrtgp examination or inspection of Bancshares on€@wtone or any of their Subsidiaries.
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(n) Compliance with LawsExcept as set forth dichedule 4.2(npf the Cornerstone Disclosure Memorandum, the
Cornerstone Parties and their Subsidiaries haveled) and are in compliance, in all material retpewith all applicable Laws, including
without limitation Section 23A and Section 23B bétFederal Reserve Act and the regulations prortedgaursuant thereto, the Equal Credit
Opportunity Act, the Fair Housing Act, the CommuyriReinvestment Act (the “* CRA, the Home Mortgage Disclosure Act, the Bank &egr
Act, and the USA PATRIOT Act, each as amended. Chmerstone Parties and their Subsidiaries hawkhawe had, all permits, licenses,
franchises, certificates of authority, orders, auttations, and approvals, and have made all 8limgplications, and registrations with all
Governmental Entities, that are required in ordguermit them to own, lease, and operate theirgntigs and assets and to carry on their
respective businesses as presently conducted llangth permits, licenses, franchises, certificateauthority, orders, authorizations, and
approvals are in full force and effect and, to kmowledge of the Cornerstone Parties, no suspemsicancellation of any of them is
threatened. The deposit accounts of Cornerston@sueed by the FDIC in the manner and to the marinextent provided by Law, and
Cornerstone has paid all deposit insurance premanmdsassessments required by applicable Laws.

(0) Taxes.

() The Cornerstone Parties and their ®lidases have timely filed all Tax Returns requitedbe filed by or
with respect to them (the_* Cornerstone Retti)nbleither the Cornerstone Parties nor any ofrtBeibsidiaries currently are the beneficiary of
any extension of time within which to file any Ceratone Returns. All of the Cornerstone Returndraes correct, and complete, and all Te
due and payable by the Cornerstone Parties andStbsidiaries with respect to the periods covéseduch Cornerstone Returns have been
paid. The accruals and reserves for Taxes refléntdte Interim Bancshares Financials are adequatgcordance with GAAP, to cover all
unpaid Taxes of Bancshares and its Subsidiarigsefidods ending on or prior to the date(s) of titerim Bancshares Financials, and all such
accruals and reserves for Taxes, as adjusted @atpns and transactions and the passage of einpefiods ending on or prior to the Closing
Date in accordance with past custom and practi@&aotshares and its Subsidiaries, are adequadecordance with GAAP, to cover all
unpaid Taxes of Bancshares and its Subsidiarigsiagcthrough the Closing Date. No claim (whethemnfal or informal) has ever been made
against the Cornerstone Parties or any of theisiBlidries by an authority in a jurisdiction wherari8shares or Cornerstone or their
Subsidiaries do not file Tax Returns that BancshareCornerstone or any of their Subsidiaries amay be subject to taxation in that
jurisdiction. No outstanding agreement, arrangem@xtension, or waiver of or with respect to thmitation period applicable to ai
Cornerstone Return has been agreed or enteredrigi@anted (by the Cornerstone Parties or any @®Beson), and no such agreement,
arrangement, extension, or waiver has been reqijdstenally or informally, by or from the Cornersi® Parties or any of their Subsidiaries,
and neither the Cornerstone Parties nor any of Sdisidiaries has executed or is bound by anyneidr or waiver of any statute of limitatic
on the assessment or collection of any Tax.

(i) All estimated Taxes required to bedphy or with respect to the Cornerstone Partiesngrof their
Subsidiaries have been paid to the proper taxitigpaities. All Taxes that the Cornerstone Partiearty of their Subsidiaries are or were
required to withhold or collect in connection wihy amounts paid or owing to any employee, direct@nager, independent contractor,
shareholder, member, nonresident, creditor, orrdttiel party (including amounts paid or owing hyto the Cornerstone Parties or any of t
Subsidiaries and any such Taxes due as a resalplaih intended to be a “nonqualified deferred censation plan” under Section 409A(d)(1)
of the Code that has not been operated in goddl ¢ainpliance with Section 409A of the Code and @iased guidance) have been duly
withheld or collected and have been paid, to ttierdxequired, to the proper taxing authorities; @ornerstone Parties and their Subsidiaries
have complied with all information reporting ancckap withholding requirements, including the maiv#tece of required records, with respect
to such amounts; and the Cornerstone Parties aird3tibsidiaries have paid all employer contritngiand premiums and filed all Tax Retu
with respect to any employee income Tax withholdargd social security and unemployment Taxes aechjpms, all in compliance with the
withholding provisions of the Code and other agidie Laws.
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(iii) All of the Cornerstone Returns haveeheexamined and closed or are Tax Returns witrect$p which the
applicable period for assessment under applicaine kfter giving effect to extensions or waiveras kexpired. The Cornerstone Parties have
delivered or made available to the SmartFinancati®s true, correct, and complete copies of aitaeports and similar documents issued by
a Governmental Entity relating to the CornerstoetuRhs which the Cornerstone Parties have in ffessession or control. Set forth on
Schedule 4.2(0)(iii)of the Cornerstone Disclosure Memorandum is a togect, and complete list of all Cornerstone Retdiled by or with
respect to the Cornerstone Parties or any of Sigsidiaries during the past five years.

(iv) No audit, investigation, examinatiomfidiency assessment, refund litigation, or othreccpeding is pending
or, to the Knowledge of the Cornerstone Partiagatened against or with respect to the Cornerd®anées or any of their Subsidiaries in
respect of any Taxes or Tax matters, and to thenladge of the Cornerstone Parties there are ne taatircumstances that could reasonably
be expected to give rise to any such audit, ingastin, examination, deficiency assessment, refitigetion, or other proceeding. There are no
unsatisfied debts, liabilities, or obligations fitaxes with respect to any notice of deficiencyiovilar document received by the Cornerstone
Parties or any of their Subsidiaries with respecrty Taxes. No deficiencies have been assertédsagfae Cornerstone Parties or any of their
Subsidiaries as a result of an examination by imgeaxuthority and no issue has been raised by samimation conducted by any taxing
authority that, by application of the same prinegImight result in a proposed deficiency for athepperiod not so examined. There are no
Liens for Taxes upon any of the properties or asskthe Cornerstone Parties or any of their Sudnsas, other than statutory Liens for current
Taxes not yet due and payable for which adequataves have been established.

(v) Neither Bancshares nor Cornerstone angrof their Subsidiaries, has granted to anydPeaspower of
attorney with respect to any Taxes or Tax matteasis currently in effect. Neither Bancshares @ornerstone, nor any of their Subsidiaries, i
subject to any private letter ruling of the IRSaoly comparable ruling of any other taxing authotyd no request for any such ruling is
pending. No closing agreement pursuant to Sectl@i of the Code (or any predecessor provisiondngrsimilar provision of Law, has been
entered into by or with respect to Bancshares en€rstone or any of their Subsidiaries.

(vi) There is no Contract or plan (includwghout limitation this Agreement and the arrangeis contemplate
hereby) covering any employee or independent cotatraor any former employee or independent cotdraof Bancshares or Cornerstone or
any of their Subsidiaries that, individually or legitively with any other such Contracts or Plandl, wr could be expected to, (A) give rise,
directly or indirectly, to the payment of any amobthat would not be deductible pursuant to Sec?®dG or Section 162 of the Code (as
determined without regard to Section 280G (b)(4thef Code), except those payments that will not bdenin the absence of shareholder
approval in accordance with the requirements ofi&e@80G(b)(5)(B) of the Code, or (B) subject augh Person to additional taxes under
Section 409A of the Code. Neither Bancshares non&@stone, nor any of their Subsidiaries, is ayp@ror bound by any Contract or plan, or
has any obligation (current or contingent), to cengate any Person for Teslated payments, including Taxes paid pursuaBettion 4999 ¢
the Code and Taxes under Section 409A of the Caltidisqualified individuals (as defined in Secti@80G(c) of the Code) with respect to
Bancshares and Cornerstone and each of their Satisidare set forth ochedule 4.2(0)(vipf the Cornerstone Disclosure Memorandum.
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(vii) Except as set forth @chedule 4.2(0)(vii)pf the Cornerstone Disclosure Memorandum, (A) reith
Bancshares nor Cornerstone, nor any of their Sigv&gd, has at any time been a member of a grotipwhich it has filed or been included i
combined, consolidated, or unitary Tax Return;riBither Bancshares nor Cornerstone, nor any af Swésidiaries, is or has ever been a part
to or bound by any Tax indemnity agreement, Taxisbagreement, Tax allocation agreement, or sim@itantract; and (C) neither Bancshares
nor Cornerstone, nor any of their Subsidiarietiatse for the Taxes of any other Person, whetlsea transferee or successor, by Contract
(including any Tax allocation agreement, Tax sliaagreement, or Tax indemnity agreement), or ottserw

(viii)  The Cornerstone Parties and their Sdiasies are, and have at all times been, in compdavith the
provisions of Section 6011, Section 6111, and 8edil12 of the Code relating to tax shelter disalesregistration, list maintenance, and
record keeping, and with the Treasury Regulatibesaunder (including any predecessor or successie @rovisions or Treasury Regulations,
as applicable), and neither the Cornerstone Partietheir Subsidiaries have at any time engagex antered into (A) any transaction that
would be defined as a “reportable transaction” imithe meaning of Treasury Regulations Section1164(b), (B) any confidential corporate
tax shelter within the meaning of Treasury Regat&iSection 1.6111-2, or (C) any “listed transactigithin the meaning of Treasury
Regulations Section 1.6011, Section 301.6111, oti®e301.6112, or any transaction that would Haeen such a “listed transaction” if
current Law was in effect at the time the transarctvas entered into. No IRS Form 8886 has beedh \fii¢h respect to the Cornerstone Parties
or any of their Subsidiaries. Neither BancsharesQwnerstone, nor any of their Subsidiaries, lmsred into any tax shelter or listed
transaction with the sole or dominant purpose efatoidance or reduction of a Tax liability in aigdiction outside the United States with
respect to which there is a significant risk oflidrege of such transaction by a Governmental Eimity jurisdiction outside the United States.
The Cornerstone Parties and their Subsidiaries tisetosed on all Cornerstone Returns all posittaken therein that could give rise to a
substantial understatement of Tax within the megoirnSection 6662 of the Code. Neither Bancshapeornerstone, nor any of their
Subsidiaries, has incurred, and no state of aféadist that could result in Bancshares or Cornerstor any of their Subsidiaries, incurring, any
penalty under Section 6662(e) of the Code.

(ix) None of the assets, properties, ortsgif the Cornerstone Parties or their SubsidigAgsre “tax-exempt
use property” within the meaning of Section 16&(hthe Code, (B) are assets, properties, or riggsired to be treated as owned by any othe
Person pursuant to the so-called “safe harbor’lgaseisions of Section 168(f)(8) of the Internaé¥Wenue Code of 1954 as in effect after the
Economic Recovery Tax Act of 1981 and before the Raform Act of 1986, or (C) directly or indirecthecure any debt the interest on which
is Tax-exempt under Section 103(a) of the Codetheeithe Cornerstone Parties nor any of their Slidosés have participated in or cooperatec
with an international boycott within the meaningS#ction 999 of the Code. Neither Bancshares nané€stone, nor any of their Subsidiaries,
has a “permanent establishment” within the meanoirany applicable Tax law in any foreign jurisdaeti nor is Bancshares or Cornerstone, or
any of their Subsidiaries, required to file any Returns in any foreign jurisdiction. No SubsidiafyBancshares or Cornerstone which is not
“United States Persomithin the meaning of Section 7701(a)(30) of thel€bas a permanent establishment within the UStates or derive
any income effectively connected with the condda trade or business within the United States.

(x) Set forth o®chedule 4.2(0)(xpf the Cornerstone Disclosure Memorandum is a tragect, and complete
list of (i) all Tax abatement, Tax reduction, Tardit, and similar agreements or programs to wttiehCornerstone Parties or their Subsidiz
are parties or in which the Cornerstone Partigha@r Subsidiaries participate and (ii) the amoafreach Tax abatement, Tax reduction, Tax
credit, or similar benefit that the Cornerstonetiaror their Subsidiaries have received as ofitite hereof and the period(s) to which each
such Tax abatement, Tax reduction, Tax creditjroil@ benefit applied. The consummation of theagactions contemplated by this
Agreement will not result in any recoupment, claack, or decrease in any such Tax abatement, Tactiod, Tax credit, or similar benefit.
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(xi) For purposes of this Section 4.2(¢)\) references to Bancshares shall be deemetthode any predecess
to Bancshares, any Person which merged or waslated with or into Bancshares, any direct or irdli&ubsidiary of Bancshares, and any
Person from which Bancshares has incurred anylitiafor Taxes as a result of transferee liabikityd (B) references to Cornerstone shall be
deemed to include any predecessor to CornerstageRerson which merged or was liquidated with ¢ Dornerstone, any direct or indirect
Subsidiary of Cornerstone, and any Person from lw8iarnerstone has incurred any liability for Taassa result of transferee liability.

(p) Material Contracts

0] Set forth oschedule 4.2(p)(ipf the Cornerstone Disclosure Memorandum is a toggect, and complete
list of the following Contracts to which BancshaocesCornerstone, or any of their Subsidiaries, pgry, by which Bancshares or Cornerstone
or any of their Subsidiaries, is bound, or to whHBdancshares or Cornerstone, or any of their Sudosidh, or any of the properties or assets of
Bancshares or Cornerstone, or any of their Subsdiaare subject (collectively, the “ Cornerstdwaterial Contracts):

(A) Any Contract that involves, or could seaably be expected to involve, annual receipts or
disbursements of $25,000 or more;

(B) Any Contract that requires BancshameSarnerstone, or any of their Subsidiaries, tacpase all
of its requirements for a given product, good,awi&e from a given Person;

© Any Contract that provides for the intgfication by Bancshares or Cornerstone, or artheif
Subsidiaries, of any Person, or the express assumipy Bancshares or Cornerstone, or any of theis®liaries, of any Tax, environmental, or
other liability or obligation (whether accrued, tiogent, absolute, or otherwise) of any Person;

(D) Any Contract relating to the dispositior acquisition, directly or indirectly (by mergar
otherwise), by Bancshares or Cornerstone, or atlyedf Subsidiaries, after the date of this Agreenod properties, assets, or securities with a
fair market value of $25,000 or more;

(E) Any employment agreement, consultingeaqent, severance agreement, change of control
agreement, bonus agreement, deferred compensagtieanaent, non-competition agreement, non-solioitiagigreement, confidentiality or non-
disclosure agreement, or other Contract with amyect or former director, officer, employee, or saliant of or to Bancshares or Cornerstone
or any of their Subsidiaries;

(F) Any Contract not disclosed under Sectid®(p)(i)(E)with or for the benefit of any shareholder,
director, officer, employee, or Affiliate of Banaaies or Cornerstone or any of their Subsidiarieang Affiliate of or member of the
immediate family of any such Person;

(G) Any Contract that limits or purportslimit the right of Bancshares or Cornerstone, oy af their
Subsidiaries, to engage in any line of businessipate with any Person, or operate in any geogrdpbation;

(H) Any partnership, joint venture, limitédbility company, or similar Contract;

() Any Contact with respect to the occupa management, lease, or operation of real ptgper
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J) Any data processing or information tealbogy Contract;

(K) Any Contract that grants to any Persoy aght of first refusal, right of first offer, @imilar right
with respect to any assets, rights, propertieseourities of Bancshares or Cornerstone, or atlyaif Subsidiaries;

(L) Any Contract that relates to indebteskef or borrowings of money by Bancshares or Gstone,
or any of their Subsidiaries, in excess of $25,@@0er than Federal Home Loan Bank borrowings @pdnchase agreements with customers
entered into in the ordinary course of business);

(M) Any Contract relating to the acquisitidransfer, or issuance of, or affecting or dealiith, any
securities of Bancshares or Cornerstone or anlyedf Subsidiaries, including without limitation amgting, shareholders, or underwriting
agreement; and

(N) Any other Contract not previously diss#al that is material to Bancshares or Cornerstoremy of
their Subsidiaries, or the business, operationBnancial condition of Bancshares or Cornerstamegny of their Subsidiaries.

(i) A true, correct, and complete copy, (orthe case of any oral Contract, a completeaudirate written
description) of each Cornerstone Material Contrastamended through the date of this Agreementydas previously provided or made
available to the SmartFinancial Parties. Each ef@brnerstone Material Contracts is in full forcel &ffect and is a valid and binding
obligation of Bancshares or Cornerstone, or thebrs®liaries, as applicable, and each of the othdigs thereto, enforceable against
Bancshares or Cornerstone, or their Subsidiargeapplicable, and each of the other parties thénedocordance with its terms. Bancshares
Cornerstone and their Subsidiaries have perforfietliies and obligations required to be perforrbgdhem under each Cornerstone Materia
Contract. Neither Bancshares nor Cornerstone, mpoétheir Subsidiaries, nor to the Knowledgela Cornerstone Parties any other party
thereto, is in breach or violation of or defauldenany Cornerstone Material Contact, and to thevdadge of the Cornerstone Parties there
not occurred any event that, with the lapse of timthe giving of notice or both, would constitsiech a breach, violation, or default. No event
has occurred and no circumstance or condition ®#stt, with or without notice or lapse of timebath, gives any Person, or will or could give
any Person, (A) the right to declare a breach taudeor exercise any remedy under any Cornerskdaierial Contract, (B) the right to
accelerate the maturity of or performance under@omnerstone Material Contract, or (C) the rightamcel, terminate, or modify any
Cornerstone Material Contract.

(iii) Except as set forth ddchedule 4.2(p)(iii)of the Cornerstone Disclosure Memorandum, (A) naseots,
approvals, waivers, or notices are required toliieined, given, or delivered pursuant to the teaind conditions of any Cornerstone Material
Contract as a result of the Cornerstone Partiestetion, delivery, or performance of this Agreemanthe consummation of the transactions
contemplated hereby and (B) assuming the consappsovals, and notices referred to in clause (A)adntained, given, and delivered, neither
the Cornerstone Parties’ execution, delivery, afggenance of this Agreement nor the consummatiotheftransactions contemplated hereby
will result in any Person having the right to deela breach or default or exercise any remedy ualeiCornerstone Material Contract;
accelerate the maturity of or performance under@aomnerstone Material Contract; or cancel, tern@nat modify any Cornerstone Material
Contract.
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(@) Intellectual Property; Information Technology Syste

0] Set forth oschedule 4.2(q)(ipof the Cornerstone Disclosure Memorandum is a tagect, and complete
list, and where appropriate a description, of ithe Intellectual Property owned, leased, or lg@hby Bancshares or Cornerstone or any of
their Subsidiaries, or used by Bancshares or Cstoee or any of their Subsidiaries in the condditheir respective businesses (collectively,
the “ Cornerstone Intellectual Propetjy All required filings and fees related to Cornergtdntellectual Property registrations have beemlj
filed with and paid to the relevant Governmentalifies and authorized registrars, and all Corneestimtellectual Property registrations are in
good standing.

(i) Set forth orschedule 4.2(q)(ii)of the Cornerstone Disclosure Memorandum is a taggect, and complete
list of all licenses and other Contracts relatiogt affecting the Cornerstone Intellectual Properhere is no breach or default or alleged
breach or default, or state of facts or circumstanghich with notice or lapse of time or both woadshstitute a breach or default, on the part ¢
any party to any such license or other Contrattiénperformance of any obligation to be perfornpadd, or observed by any party under or
pursuant to any such license or other Contract.ddvmerstone Parties have previously provided eéd3martFinancial Parties true, correct, anc
complete copies (or, in the case of any oral Cehteacomplete and accurate written descriptiorthefabove-mentioned licenses and other
Contracts, including all modifications, amendmeats] supplements thereto and waivers thereunder.

(iii) Bancshares or Cornerstone, or onéhefrtSubsidiaries, is the sole and exclusive ovafatl of the
Cornerstone Intellectual Property not leased @nléed to Bancshares or Cornerstone or one of$hbsidiaries, free and clear of any Liens,
and, with respect to any Cornerstone Intellectuaprty leased or licensed to Bancshares or Cdormer®r one of their Subsidiaries, has a
valid and enforceable lease, license, or othet tmglise such Cornerstone Intellectual Propertgt,eaept as set forth &chedule 4.2(q)(iii)
of the Cornerstone Disclosure Memorandum, no ledisesises, or other rights have been granted Imc8wares or Cornerstone, or their
Subsidiaries, to third Persons with respect tosargh Cornerstone Intellectual Property. BancshamdsCornerstone and their Subsidiaries ow
or possess all requisite rights to use all of tben€rstone Intellectual Property required or nemgsfor the conduct of the business of
Bancshares and Cornerstone and their Subsidiaripseaently conducted, without any conflict witk tights of others or any known use by
others which conflicts with the rights of Bancslsaoe Cornerstone or any of their Subsidiaries. iINgiBancshares nor Cornerstone, nor any o
their Subsidiaries, owes any royalties, honoranidees to any Person by reason of the use by Banes or Cornerstone, or any of their
Subsidiaries, of any of the Cornerstone IntelledcRraperty. Neither Bancshares nor Cornerstoneanyrof their Subsidiaries, has received
notice of, and to the Knowledge of the Cornerst@agies there is no basis for, any claimed conflith respect to any of the Cornerstone
Intellectual Property or any claim against Bancshar Cornerstone or any of their Subsidiariesttiit respective operations, activities,
products, publications, goods, or services infringen any patent, trademark, trade name, copyrnigtather intellectual property or propriet
right of a third party, or that Bancshares or Costane or any of their Subsidiaries is illegallyodherwise impermissibly using any patent,
trademark, trade name, copyright, trade secratthar intellectual property or proprietary rightaihers, nor has there been any claim or
assertion that any of the Cornerstone Intelledfuaperty is invalid or defective in any way.

(iv) Set forth or8chedule 4.2(q)(ivf the Cornerstone Disclosure Memorandum is a tagect, and complete
list of all consents, waivers, authorizations, apg@rovals with respect to or involving the Cornemst Intellectual Property that must be
obtained, and all filings that must be made andthiér actions that must be taken in respect o€Cdmerstone Intellectual Property, in
connection with the Parties’ execution and delivairyhis Agreement or the consummation of the tatiens contemplated by this Agreement.
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(v) To the Knowledge of the CornerstonetiBar all information technology and computer systdincluding
software, information technology and telecommuridcet hardware, and other equipment) relating timothe transmission, storage,
maintenance, organization, presentation, genergtimeessing, or analysis of data and informatidmether or not in electronic format,
necessary for or used in the conduct of the busésesf the Cornerstone Parties and their Subdiéebllectively, the “ Cornerstone IT
Systems)) have been properly maintained by technically petent personnel, in accordance with standardsysetanufacturers or otherwise
in accordance with standards in the industry, sues proper operation, monitoring, and use. Then€stone IT Systems are in good working
condition to effectively perform all informationdenology (including data processing) operationseasary to conduct business as currently
conducted. Since June 30, 2011, neither BancshargSornerstone, nor any of their Subsidiaries,ehgerienced any material disruption tc
material interruption in, its conduct of its busiseattributable to a defect, bug, breakdown, ogrothilure or deficiency in or of the Cornerstc
IT Systems. The Cornerstone Parties and their 8izloss have taken reasonable measures to prasided back-up and recovery of the data
and information necessary for the conduct of thespective businesses (including such data andhirafiion that is stored on magnetic or
optical media in the ordinary course) without miatiedtisruption to, or material interruption in, thenduct of their respective businesses.
Neither Bancshares nor Cornerstone, nor any of Swdisidiaries, is in breach of or default under @ontract relating to any of tt
Cornerstone IT Systems.

(n Labor Matters.

0] The Cornerstone Parties and their #lidnses are in compliance in all material respecits all applicable
Laws respecting employment, retention of indepehdentractors, employment practices, terms anditond of employment, and wages and
hours. Neither Bancshares nor Cornerstone, noohtheir Subsidiaries, is or has ever been a gartgr is or has ever been bound by, any
collective bargaining agreement or contract or odggeement or understanding with a labor uniolaloor organization with respect to its
employees, nor is Bancshares or Cornerstone, oofatmgir Subsidiaries, the subject of any procegdin which it is asserted that Bancshares
or Cornerstone, or any of their Subsidiaries, lasnitted an unfair labor practice or seeking to pehBancshares or Cornerstone, or any of
their Subsidiaries, to bargain with any labor oligation as to wages and conditions of employmeot, to the Knowledge of the Cornerstone
Parties, has any such proceeding been threateoeis, there any strike, labor dispute, or orgamizet! effort involving Bancshares or
Cornerstone, or any of their Subsidiaries, pendingo the Knowledge of the Cornerstone Partiagatened.

(i) Set forth orschedule 4.2(r)(ii)of the Cornerstone Disclosure Memorandum is (Ala,tcorrect, and
complete list of all employees (including any lehse temporary employees) of the Cornerstone Raatiel their Subsidiaries; (B) each such
employee’s current rate of compensation; and (Ch sach employee’s date of hire and accrued vatatiok leave, and personal leave, as
applicable. Set forth or identified @chedule 4.2(r)(ii)of the Cornerstone Disclosure Memorandum are theesaof any employees of the
Cornerstone Parties or any of their Subsidiaries arfe absent from work due to a leave of absenctfling without limitation in accordance
with the requirements of the Family and Medical teact or the Uniformed Services Employment andrRgleyment Rights Act) or a work-
related injury, or who are receiving workers’ comgation or disability compensation. There are nuaithwages, salaries, bonuses,
commissions, or other amounts owed to any emplof/@ancshares or Cornerstone or any of their Sidrség.

(iii) To the Knowledge of the Cornerstorerrties, no director, officer, employee, independmmitractor, or
consultant of or to Bancshares or Cornerstonenpoétheir Subsidiaries, is a party to or is othise bound by any Contract, including with
limitation any confidentiality, non-competition, maolicitation, or proprietary rights agreemengttbould adversely affect the ability of
Bancshares or Cornerstone, or any of their Sub#diao conduct its business as currently condicte

27




(iv) Neither Bancshares nor Cornerstone,amy of their Subsidiaries, has classified anys&elas an
“independent contractor” or any similar status winacler applicable Law or the provisions of any @ostone Benefit Plan (as defined below),
should have been classified as an employee. NéBdwecshares nor Cornerstone, nor any of their Sidsgs, has any liability for improperly
excluding any Person who provides or provided ses/io Bancshares or Cornerstone, or any of theisi8iaries, in any capacity from
participating in any Cornerstone Benefit Plan.

(v) None of the officers or employees ainBshares or Cornerstone ( or any of their Subigdjphave
informed Bancshares or Cornerstone ( or their Slidoses) of their intent, and the Cornerstone Bartio not have Knowledge that any of the
officers or employees of Bancshares or Cornerstameany of their Subsidiaries) have an intentiorterminate their employment with
Bancshares or Cornerstone (or their Subsidiarieshg the next 12 months.

(vi) There is no pending or, to the Knowledsy the Cornerstone Parties, threatened suigraatiaim, or legal,
administrative, arbitration, or other proceedingooyn behalf of any current or former employe®ahcshares or Cornerstone or any of their
Subsidiaries, including without limitation any sidttion, claim, or legal, administrative, arbitoat or other proceeding alleging
noncompliance with applicable Laws respecting emplent, employment practices, or terms and conditfremployment, but excluding
workers’ compensation matters, and there are rts taccircumstances that could reasonably be eggeotgive rise to any such suit, action,
claim, or legal, administrative, arbitration, ohet proceeding.

(s) Benefit Plans

0] Set forth odchedule 4.2(s)(ipf the Cornerstone Disclosure Memorandum is a taggect, and complete
list of all pension, retirement, stock option, $t@urchase, stock ownership, savings, stock apaieniright, profit sharing, deferred
compensation, consulting, bonus, group insurareasrance, change of control, fringe benefit, ineenicafeteria or Code Section 125, welf
and other benefit plans, contracts, agreementsaaadgements, including without limitation “empémybenefit plans” as defined in Section 3
(3) of ERISA, incentive and welfare policies, camts, plans, and arrangements, including spliddifie insurance arrangements, and all trust
agreements and funding arrangements related thevbich are or have been maintained by, contribtagdr required to be contributed to), or
sponsored by Bancshares or Cornerstone or an ERffdiate with respect to any present or formeretitors, officers, or employees of
Bancshares or Cornerstone or any of their Subgdigherein referred to collectively as the “ Cast@ne Benefit Plany, including any and
all plans or policies offered to employees of Bdwaces or Cornerstone, or any of their Subsidiaviéth, respect to which Bancshares or
Cornerstone or an ERISA Affiliate has claimed ocl@ming the safe harbor for “voluntary plans” endERISA for group and group-type
insurance arrangements_(* Cornerstone Voluntargd?)a The Cornerstone Parties have previously dedidesr made available to the
SmartFinancial Parties true, correct, and compmefees of all plans, contracts, agreements, arrarges, and other documents referenced in
Schedule 4.2(s)(ipf the Cornerstone Disclosure Memorandum, alonf,wvhere applicable, copies of the IRS Form 550@He most recent
completed year. There has been no announcemeatromitment by Bancshares or Cornerstone, or angedf Subsidiaries, to create any
additional Cornerstone Benefit Plan, to amend aosn€rstone Benefit Plan (except for amendmentsined|by applicable Law which do not
materially increase the cost of such CornerstonefePlan), or to terminate any Cornerstone Bari&ifin. Each Cornerstone Benefit Plan tha
provides for the payment of “deferred compensatimt/uding any employment agreement between Baareshor Cornerstone, or any of their
Subsidiaries, and any employee, complies in alenitrespects with Section 409A of the Code.
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(i) There is no pending, threatened, apaaeted claim, litigation, action, administrativdian, suit, audit,
arbitration, mediation, or other proceeding relgtio any Cornerstone Benefit Plan. All of the Cost@ne Benefit Plans comply in all material
respects with applicable requirements of ERISA #iedCode and other applicable Laws (including witHonitation the portability, privacy,
and security provisions of the Health Insurancedbility and Accountability Act of 1996; the PattdProtection and Affordable Care Act of
2009; the coverage continuation requirements d¢é Ktof the Consolidated Omnibus Budget Recondiiatict of 1985; the Family and
Medical Leave Act; the Mental Health Parity Actl®96; the Mental Health Parity and Addiction Equiist of 2008; the Uniformed Services
Employment and Reemployment Rights Act; the Newsaand Mothers’ Health Protection Act of 1996; tMemen’s Health and Cancer
Rights Act; and the Genetic Information Nondiscnation Act of 2008), and have been establishedptaiaied, and administered in
compliance, in all material respects, with all apgible requirements of ERISA and the Code and atpplicable Laws and the terms and
provisions of all documents, contracts, or agredmestablishing the Cornerstone Benefit Plans osyant to which they are maintained or
administered. No audit of any Cornerstone Bendéih By the IRS or the United States Departmentatfdr is ongoing or threatened or was
ongoing, threatened, or closed since June 30, Ziere has occurred no “prohibited transaction"d@fined in Section 406 of ERISA or
Section 4975 of the Code) with respect to any Ostoae Benefit Plan that is likely to result in,fas already resulted in, the imposition of
penalties or Taxes upon Bancshares or Cornersto@y of their Subsidiaries, under Section 50&{ERISA or Section 4975 of the Code.

(iii) No liability to the Pension Benefit Granty Corporation has been, or is expected b titeerstone Parties
or their Subsidiaries to be, incurred with respgeany Cornerstone Benefit Plan that is subjeditie IV of ERISA (a “_ Cornerstone Pension
Plan™), or with respect to any “single-employer plas(defined in Section 4001(a) of ERISA) currentiyasmerly maintained by Bancshares
or Cornerstone or any ERISA Affiliate. No CornerstdPension Plan had an “accumulated funding defigie(as defined in Section 302 of
ERISA), whether or not waived, as of the last dbthe end of the most recent plan year ending padhe date hereof; the fair market value o
the assets of each Cornerstone Pension Plan extteepiesent value of the “benefit liabilities” @eafined in Section 4001(a)(16) of ERISA)
under such Cornerstone Pension Plan as of thefahd most recent plan year ending prior to the diefreof, calculated on the basis of the
actuarial assumptions used in the most recent @atwaluation for such Cornerstone Pension Plaofdise date hereof; and no notice of a
“reportable event” (as defined in Section 4043 BI&A) for which the 30-day reporting requiremens n@t been waived has been required to
be filed for any Cornerstone Pension Plan witha 12:month period ending on the date hereof. NeithercBaares nor Cornerstone, nor an
their Subsidiaries, has provided, or is requiredrtavide, security to any Cornerstone Pension Bitan any single-employer plan of an ERISA
Affiliate pursuant to Section 401(a)(29) of the @odtleither Bancshares nor Cornerstone, nor anyef Subsidiaries or any ERISA Affiliate,
has contributed to or been obligated to contribot@ny “multiemployer plan,” as defined in Secti®(37) of ERISA.

(iv) Each Cornerstone Benefit Plan thatrisemployee pension benefit plan” (as defined intea 3(2) of
ERISA) and which is intended to be qualified unflection 401(a) of the Code (a_* Cornerstone Qualif?lan’) has received a current
favorable determination letter from the IRS (orthie case of an IRS pre-approved plan, the presapgrplan has a current IRS opinion or
advisory letter upon which the Cornerstone Pagiesentitled to rely under applicable IRS guidanpaajl to the Knowledge of the Cornerstone
Parties there are no facts or circumstances thadl cesult in the revocation of any such favoratgéermination letter. Each Cornerstone
Qualified Plan that is an “employee stock ownergitgn” (as defined in Section 4975(e)(7) of the €ddhs satisfied all of the applicable
requirements of Sections 409 and 4975(e)(7) oftbde and the regulations thereunder in all mateggects, and any assets of any such
Cornerstone Qualified Plan that, as of the endhefhost recent plan year, are not allocated tacgzahts’ individual accounts are pledged as
security for, and may be applied to satisfy, arguséies acquisition indebtedness.
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(v) Neither Bancshares nor Cornerstone angrof their Subsidiaries, has any obligationspfost-retirement or
post-employment benefits under any Cornerstone fgdtian that cannot be amended or terminated @fodays or less notice without
incurring any liability thereunder, except for coage required by Part 6 of Title | of ERISA or Sent4980B of the Code or similar state La
the cost of which is borne by the insured individua

(vi) All contributions and payments (both@oyer and employee) required to be made with Egpeany
Cornerstone Benefit Plan by applicable Law or by plan document or other contractual undertaking, @&l premiums due or payable (both
employer and employee) with respect to insurandieips funding any Cornerstone Benefit Plan, foy period through the date hereof have
beentimely made or paid in full by the applicable dwse] with extensions, or to the extent not requicelde made or paid on or before the
hereof, have been fully reflected or reserved agamthe Interim Bancshares Financials to therdxiequired by GAAP or regulatory
accounting requirements. Each Cornerstone Benlefit tRat is an employee welfare benefit plan urBkmstion 3(1) of ERISA either (A) is
funded through an insurance company contract andtia “welfare benefit fund” within the meaning®éction 419 of the Code or (B) is
unfunded. Any unfunded Cornerstone Benefit Plarsmgnefits solely from the general assets of Baaveshor Cornerstone, or their applicable
Subsidiary, for which arrangement the establishroéattrust under ERISA is not required. All unfeddbenefits for which claims have been
filed under a Cornerstone Benefit Plan have bear®being processed for payment or otherwise ajtet! in accordance with the terms of
the applicable Cornerstone Benefit Plan and paith@ extent payment is due), or will be paid, witthe customary, normal, and routine
claims processing and payment time frames follobwethe Cornerstone Benefit Plan and as requiredPiSA. No unfunded Cornerstone
Benefit Plan is delinquent in the payment of besgfind neither Bancshares nor Cornerstone, noofaimeir Subsidiaries, is delinquent in
making its required contributions to any such udfoh Cornerstone Benefit Plan so that the CornezdB@mefit Plan can pay benefits on a
timely basis.

(vii) All required reports, notice, disclosst and descriptions (including without limitatisarm 5500 annual
reports and required attachments, Forms 1099-Risugnannual reports, Forms PBGC-1, and summarygsaariptions) have been filed or
distributed in accordance with applicable Law witspect to each Cornerstone Benefit Plan. All regliTax filings with respect to each
Cornerstone Benefit Plan have been made, and amgsThie in connection with such filings have besid.pfSince June 30, 2011, neither
Bancshares nor Cornerstone, nor any of their Sigv&d, has filed or been required to file with tR& a Form 8928 in order to self-report any
health plan violations which are subject to extéses under applicable provisions of the Code,taridle Knowledge of the Cornerstone Pa
there are no facts or circumstances that couldredsdy be expected to result in Bancshares or Cstaree, or any of their Subsidiaries, being
required by the Code to file any such Form 8928.

(viii)  Except as set forth dBchedule 4.2(s)(viiipf the Cornerstone Disclosure Memorandum, neittardBhares
nor Cornerstone, nor any of their Subsidiaries, jp@rty to or bound by any Contract (including withlimitation any severance, change of
control, or employment agreement) that will, agsuit or consequence of the execution or delivéthiie Agreement, shareholder approval of
this Agreement or the transactions contemplatedlyeror the consummation of the transactions, dinlythe Merger, contemplated hereby,
either alone or in connection with any other evéi},entitle any current or former director, office@mployee, or independent contractor of
Bancshares or Cornerstone, or of any of their $lidrses, to severance pay or change of controtlwrdoenefits, or any increase in severance
pay or other benefits, upon any termination of eypient or of such Contract after the date her&)fa¢celerate the time of payment or
vesting or trigger any payment or funding (thro@gérantor trust or otherwise) of compensation owefies under, increase the amount payable
under, or trigger any withdrawal liability underamy other material obligation pursuant to, anyhef Cornerstone Benefit Plans, (C) result in
any breach or violation of, or a default under, ahthe Cornerstone Benefit Plans, or (D) resuthim payment of any “excess parachute
payments” within the meaning of Section 280G of@luzle.
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(ix) Persons being provided coverage inrater each Cornerstone Benefit Plan are describsdch
Cornerstone Benefit Plan as being eligible for cage under such Cornerstone Benefit Plan, andare®ancshares nor Cornerstone, nor any
of their Subsidiaries, has any liability for impesfy including any Person as a participant in anyn@rstone Benefit Plan in which such Perso
is or was not eligible for coverage.

(x) All of the Cornerstone Benefit Plame aondiscriminatory with respect to eligibility&benefits under
applicable provisions of the Code and other Laws.

(xi) All Cornerstone Voluntary Plans satisiie regulatory safbarbor requirements provided by ERISA in o
for such Cornerstone Voluntary Plans to be consifi@nt to be or to have been established, sponsaretaintained by Bancshares or
Cornerstone or any of their Subsidiaries and nabtustitute an “employee benefit plan” subject RIEA.

® Properties.

0] Set forth odchedule 4.2(t)(i)of the Cornerstone Disclosure Memorandum is a togect, and complete
list of all real property owned or leased by Baresl or Cornerstone, or any of their Subsidiasesf the date of this Agreement (including
without limitation property carried on the books@drnerstone as “Other Real Estate Owned”). Bamestend Cornerstone and each of their
Subsidiaries have good and marketable title toeall property owned by them (including any propayuired in a judicial foreclosure
proceeding or by way of a deed in lieu of forectesor similar transfer), in each case free andra&any and all Liens, except Liens for
current Taxes and assessments not yet due andlpdgatvhich adequate reserves have been estatlliffaeh lease pursuant to which
Bancshares or Cornerstone or any of their Subgdideases real property is valid and binding anfdilii force and effect, and neither
Bancshares nor Cornerstone nor any of their Sudr#di, nor any other party to any such lease, liséach or default under or in violation of
any provision of any such lease. The CornerstoméeBdave previously delivered or made availablthe SmartFinancial Parties a true,
correct, and complete copy of each such leasejdin any amendments thereto. All real property eavar leased by Bancshares or
Cornerstone, or any of their Subsidiaries, is indyoondition (normal wear and tear excepted), aon$owith all applicable ordinances,
regulations, and zoning and other Laws, and isoresy considered by the Cornerstone Parties tudbguate for the current business of the
Cornerstone Parties and their Subsidiaries. Nortleeobuildings, structures, or other improvemeotated on any real property owned or
leased by Bancshares or Cornerstone, or any af$lubisidiaries, encroaches upon or over any adijgiparcel of real estate or any easeme
right-of-way."

(i) None of the real property owned orded by Bancshares or Cornerstone, or any of theisi8iaries, nor
any building, structure, fixture, or improvemengitéon, is the subject of, or affected by, any conu#ion, taking, eminent domain, or inverse
condemnation proceeding currently instituted ordieg, and the Cornerstone Parties have no Knowlé&taeany of such real property, or any
such building, structure, fixture, or improvemeni] or may the subject of, or affected by, anylspeoceeding. Neither Bancshares nor
Cornerstone, nor any of their Subsidiaries, hage&pced any restriction in access to or from mullads or any restriction in access to any
utilities, including water, sewer, gas, electra@ephone, drainage, and other utilities used bycBlaares or Cornerstone or any of their
Subsidiaries in the operation of their businesgrasently conducted; there is no pending or, tddhewledge of the Cornerstone Parties,
threatened governmental action that could proleibihterfere with such access; and, to the Knowdealfgthe Cornerstone Parties, no fact or
condition exists which, with the passage of timéhergiving of notice, or both, may result in teeniination, reduction, or impairment of such
access.
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(iii) Bancshares and Cornerstone and thelrs&liaries have good and marketable title to edspnal property
owned by them, in each case free and clear of adyal Liens. Each lease pursuant to which Baneshar Cornerstone, or any of their
Subsidiaries, leases, as lessee, personal prapeslid and binding and in full force and effeatd neither Bancshares nor Cornerstone, nor
any of their Subsidiaries, nor any other partyrig such lease, is in default under or in breachiaation of any provision of any such lease.
The personal property owned or leased by Bancslaa€ornerstone and their Subsidiaries is in gamodlition, normal wear and tear
excepted, and is sufficient for the carrying orthef business of Bancshares and Cornerstone amdthitgsidiaries in the ordinary course cor
with past practice.

(u) Environmental Matters

0] Each of the properties of Bancshares$ @ornerstone and their Subsidiaries, the BanesHgarticipation
Facilities, and to the Knowledge of the CornerstBaeties the Bancshares Loan Properties are, araghpdicable, have been during the period
of Bancshares’ or Cornerstone’s, or their Subsielsdrownership or operation thereof, in complianéth all Environmental Laws. There is no
suit, claim, action, demand, executive or admiatste order, directive, investigation, or proceggdpending or, to the Knowledge of the
Cornerstone Parties, threatened against Bancshia€srnerstone, or any of their Subsidiaries, gr Bancshares Participation Facility (A) for
alleged noncompliance (including by any predecéssitih or liability under any Environmental Law (B) relating to the presence of or rele
into the environment of any Hazardous Material, thbeor not occurring at or on a site owned, leasedperated by Bancshares or
Cornerstone, or any of their Subsidiaries, or aagd3hares Participation Facility. To the Knowled§the Cornerstone Parties, there is no sui
claim, action, demand, executive or administrativder, directive, investigation, or proceeding pagadr threatened against or relating to any
Bancshares Loan Property (or Bancshares or Coamexsor any of their Subsidiaries, in respect g¢f Bancshares Loan Property) and
(A) relating to alleged noncompliance (includingdayy predecessor) with or liability under any Enomimental Law or (B) relating to the
presence of or release into the environment ofréemardous Material, whether or not occurring atroa Bancshares Loan Property. Neither
Bancshares nor Cornerstone, nor any of their Sizigd, has received any notice, demand letteGugike or administrative order, directive,
request for information from any Governmental Bntit other third party indicating that it may beviimlation of or have any liability under a
Environmental Law.

(i) There are no underground storage tatk® on any properties owned or operated by Bwares or
Cornerstone, or any of their Subsidiaries, or aapd3hares Participation Facility. Neither Bancshar Cornerstone nor any of their
Subsidiaries, nor to the Knowledge of the Cornerst@arties any other Person, has closed or renawednderground storage tank on or from
any property owned or operated by Bancshares areCstone, or any of their Subsidiaries, or any Baaces Participation Facility.
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(iii) During the period of (A) the Cornersi® Parties’ and their Subsidiaries’ ownership arapon of their
respective properties and (B) the Cornerstoned®anr their Subsidiaries’ participation in the ragement of any Bancshares Participation
Facility, there has been no contamination by azasé of Hazardous Materials in, on, under, or @iffgsuch properties, except for releases of
Hazardous Materials, individually or in the aggiegan quantities below the level at which they evergulated under any Environmental Law
in effect at the time of such release(s). To thewledge of the Cornerstone Parties, prior to th@odeof (A) the Cornerstone Parties’ or their
Subsidiaries’ ownership or operation of any of tlespective properties or (B) the Cornerstoneié&ror their Subsidiaries’ participation in
the management of any Bancshares Participatiotityatiere was no contamination by or release at&tdous Material in, on, under, or
affecting such properties, except for releasesadafdous Materials, individually or in the aggregat quantities below the level at which they
were regulated under any Environmental Law in ¢féé¢he time of such release(s).

(iv) The Cornerstone Parties and their Sliases have all permits, licenses, consents, srderthorizations, a
approvals required by the Environmental Laws ferike and occupancy of, and for all operationsaatidities conducted on, any properties
owned, leased, operated, or occupied by the Caomer$arties or their Subsidiaries, and the CotoeesParties and their Subsidiaries are in
compliance in all material respects with all suelhmits, licenses, consents, orders, authorizatems approvals. All such permits, licenses,
consents, orders, authorizations, and approvals ddy issued, are in full force and effect, ant meimain in full force and effect as of and
after the Effective Time.

(v) Fairness Opinion The board of directors of Bancshares has recdioaal Raymond James & Associates, Inc. an
opinion to the effect that, as of the date of sopimion and subject to the assumptions and quatifios set forth therein, the Exchange Ratio i
fair from a financial point of view to the holdes6Bancshares Common Stock.

(w) Broker Fees Except as set forth @dchedule 4.2(wpf the Cornerstone Disclosure Memorandum, neither
Bancshares nor Cornerstone, nor any of their Sizigéd, nor any of their respective officers, diogs, employees, or agents, has employec
broker, investment banker, or finder or incurrey Bability (whether contingent or otherwise) famafinancial advisory, investment banking,
brokerage, or finder’s fees, commissions, or exegenand no broker, investment banker, or finderdeted directly or indirectly for or on
behalf of Bancshares or Cornerstone or any of thefrsidiaries, in connection with this Agreementhar transactions contemplated hereby.

(x) Loan Matters

0] All Loans held by Bancshares or Costene or any of their Subsidiaries were made fadgwealuable, and
adequate consideration in the ordinary course siness and in accordance with sound banking pes;tand none of such Loans are subject
any defenses, setoffs, or counterclaims, inclughitgout limitation any of such as are afforded tsyty or truth in lending Laws, except,
however, such as may be provided by bankruptcghiescy, or similar Laws or by general principlésquity. The promissory notes or other
evidences of indebtedness evidencing such Loanslapkkdges, mortgages, deeds of trust, and aibltateral documents and security
agreements related thereto are legal, valid, bqydind enforceable.

(i) Except as set forth @chedule 4.2(x)(iiof the Cornerstone Disclosure Memorandum, neithetérms of
any Loan held, originated, made, administeredeorised by Bancshares or Cornerstone or any of Swgisidiaries, any of the documentation
for any such Loan, the manner in which any suchnllues been administered or serviced, nor Bancslar€ornerstone’s or their
Subsidiaries’ practices of approving or rejectirgph applications violate any Law applicable thergtduding without limitation the Truth in
Lending Act, Regulation B, Regulation O, and RetiafaZ of the Federal Reserve, the CRA, the Equeati Opportunity Act, and any state
Laws relating to consumer protection, installmexiés, and usury.
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(iii) The Cornerstone Parties’ allowance lfmn and lease losses is, and shall be as offtbetize Time, in
compliance with their existing methodology for detaing the adequacy of their allowance for load &ase losses as well as the standards
established by applicable Governmental Entitiestard=inancial Accounting Standards Board, andhisshall be adequate under all such
standards.

(iv) Except as set forth @chedule 4.2(x)(iv)of the Cornerstone Disclosure Memorandum, nonaef t
Contracts pursuant to which Bancshares or Cornegsio any of their Subsidiaries has sold Loansootgof Loans, or participations in Loans
or pools of Loans, contain any liability or obligat on the part of Bancshares or Cornerstone ooatiyeir Subsidiaries to repurchase such
Loans or interests therein.

(v) Set forth o®chedule 4.2(x)(vpf the Cornerstone Disclosure Memorandum is a tragect, and complete
list of all Loans, as of the date hereof, by Bamacshk or Cornerstone or any of their Subsidiariemgodirector, executive officer, or principal
shareholder (as such terms are defined in Reguol@liof the Federal Reserve (12 C.F.R. Part 2159anicshares or Cornerstone or any of 1
Subsidiaries. All such Loans are, and were origidain compliance with all applicable Laws.

(vi) Set forth orschedule 4.2(x)(vipf the Cornerstone Disclosure Memorandum is a taggect, and complete
listing, as of November 30, 2014, by account ofy ¢Ach borrower, customer, or other Person whabtiied Bancshares or Cornerstone or
any of their Subsidiaries during the past 12 moothsr has asserted against Bancshares or Casnerst any of their Subsidiaries, any
“lender liability” or similar claim; and (B) all Lans of Bancshares and Cornerstone and their Sahie&l{1) that are contractually past due
90 days or more in the payment of principal anditarest, (2) that are on non-accrual status,h@) are classified as “special mention,”
“substandard,” “doubtful,” “loss,” or words of sitar import, (4) where the interest rate terms Hasen reduced and/or the maturity dates hav
been extended subsequent to the origination df ®a@s due to concerns regarding the borrowersitald pay in accordance with the Loans’
original terms, or (5) where a specific reserveation exists in connection therewith; and (CraBets classified by Bancshares or
Cornerstone or any of their Subsidiaries as raatescquired through foreclosure or in lieu okfdosure, including in-substance foreclosures
and all other assets currently held that were aeduhrough foreclosure or in lieu of foreclosuregach case including the book value thereof
as of November 30, 2014.

) Material Interests of Certain Persong&xcept for deposit and loan relationships entéremlin the ordinary course
of business and as otherwise set forttBohedule 4.2(ypf the Cornerstone Disclosure Memorandum , no atiweformer officer or director
of Bancshares or Cornerstone or any of their Sidrggs, or any family member or Affiliate of anyctuPerson, has any material direct or
indirect interest in any Contract or property, reapersonal, tangible or intangible, of, usedripertaining to the business of, or owned or
leased by Bancshares or Cornerstone or any of Sluisidiaries.
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(2) Insurance. Set forth orSchedule 4.2(zbf the Cornerstone Disclosure Memorandum is a toggect, and complete
list of all policies of insurance currently heldraintained by or providing coverage for BancshareSornerstone or any of their Subsidiaries
including without limitation bank-owned life insuree (collectively, the “ Cornerstone Insurance &es”), including for each such
Cornerstone Insurance Policy (i) the name of tlarier, (i) the named insured(s), (iii) the nataf¢he coverage, (iv) the policy limits (on a |
occurrence and aggregate basis), (v) the annuadipnes, and (vi) the expiration date. Bancshares@omherstone and their Subsidiaries are
insured with reputable insurers against such @skkin such amounts as are customary and prudectordance with industry practices. Al
the Cornerstone Insurance Policies are in fulldand effect, neither Bancshares nor Cornerstonampoof their Subsidiaries is in default
thereunder, and no event has occurred which, vatice or lapse of time or both, would constitutgedault or permit a termination,
modification, or acceleration under any of the @ustone Insurance Policies; all premiums due agdlga with respect to the Cornerstone
Insurance Policies have been timely and fully paid] all claims thereunder have been filed in @yrfashion. There is no claim for coverage
by Bancshares or Cornerstone or any of their Sidsgéd pending under any of the Cornerstone Insgrfvlicies as to which coverage has
been questioned, denied, or disputed. Neither Bemes nor Cornerstone nor any of their Subsididréessreceived notice of any threatened
termination of, material premium increase with esgtfo, or material alteration of coverage undera@ithe Cornerstone Insurance Policies.

(aa) Investment Securities; DerivativeExcept for restrictions that exist for securitieat are classified as “held to
maturity,” none of the investment securities hefjdBancshares or Cornerstone or any of their Suln$édi are subject to any restriction
(whether contractual, statutory, or otherwise) trmatld materially impair the ability of the entityplding such investment securities freely to
dispose of such investment securities at any thieéther Bancshares nor Cornerstone nor any of Sdisidiaries is a party to or has agreed t«
enter into any exchange-traded or over-the-cowegaity, interest rate, foreign exchange, or oteaps forward, future, option, cap, floor, or
collar, or any other Contract that is a derivatteatract (including various combinations thereof)pwns securities that (A) are referred to
generically as “structured notes,” “high risk mag derivatives,” “capped floating rate notes,"aapped floating rate mortgage derivatives”
or (B) are likely to have changes in value as alt@d interest or exchange rate changes that madljeexceed normal changes in value
attributable to interest or exchange rate changes.

(bb) Transactions in SecuritiesAll offers and sales of Bancshares Stock by Baaess, and all offers and sales of
Cornerstone Stock by Cornerstone, were at all agletimes exempt from, or complied with, the ragitibn requirements of the Securities Act
and applicable state securities or “Blue Sky” LaWsither the Cornerstone Parties nor, to the Kndgdeof the Cornerstone Parties, (i) any
director or officer of Bancshares or Cornerstoiipafy Person related to any such director orceffiby blood, marriage, or adoption and
residing in the same household, or (iii) any Pemsbp has been knowingly provided material nonpuinliormation by any one or more of any
of the foregoing Persons has purchased or solthused to be purchased or sold, any shares of BanmessStock or Cornerstone Stock or othe
securities issued by Bancshares or Cornerstonelation of any applicable provision of federalstate securities Laws.

(cc) Transactions with AffiliatesAll “covered transactions” between Cornerstoné any “affiliate” within the meaniny
of Section 23A and Section 23B of the Federal ResArct and the regulations promulgated pursuamnttbéhave been in compliance with si
provisions of Law.

(dd) Fiduciary Accounts Bancshares and Cornerstone and their Subsidlaaies properly administered all accounts fol
which they serve or act as a fiduciary, includirnithaut limitation accounts for which they servegrastee, agent, custodian, personal
representative, guardian, conservator, or investiagvisor, in accordance with the terms of all gairgg documents and applicable Laws.
Neither Bancshares nor Cornerstone nor any of Sdsidiaries, nor to the Knowledge of the CormerstParties any of their or th
Subsidiaries’ respective directors, officers, opéagees, have committed any breach of trust wisipeet to any fiduciary account, and the
records for each such fiduciary account are truecamrect and accurately reflect the assets of §dabiary account.

(ee) Tax Treatment of TransactiorThe Cornerstone Parties have no Knowledge ofartyor circumstance relating to

them or any of their Subsidiaries that would orlddae expected to prevent the Merger contemplayetthis Agreement from qualifying as a
“reorganization” under Section 368(a) of the Code.
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() CRA, Anti-Money Laundering, OFAC, and Customerrimfdion Security Cornerstone received a rating of
“Satisfactory” or better in its most recent exantiioia or interim review with respect to the CRA. T@ernerstone Parties do not have
Knowledge of any facts or circumstances that wauldould be expected to cause Cornerstone (i) tieleened not to be in satisfactory
compliance with the CRA and the regulations proratdd thereunder, or to be assigned a rating for @&foses by federal banking regula
of lower than “Satisfactory”; (ii) to be deemedite operating in violation of the Bank Secrecy Alsg USA PATRIOT Act, any order issued
with respect to anti-money laundering by the Uniidtes Department of the Treasury’s Office of préssets Control, or any other
applicable anti-money laundering Law; or (iii) te deemed not to be in satisfactory compliance ajighlicable privacy of customer or
consumer information requirements contained infadgral or state privacy Laws, including withomniiation in Title V of the Gramm-Leach-
Bliley Act of 1999 and the regulations promulgatedreunder, as well as the provisions of the infdiom security program adopted by
Cornerstone. To the Knowledge of the Cornerstomgg3ano non-public customer information has beéenlosed to or accessed by an
unauthorized third party in a manner which couldcauld be expected to, cause Cornerstone to wadeany remedial action. The board of
directors of Cornerstone has adopted, and Cormardtas implemented, an anti-money laundering pnoghat contains adequate and
appropriate customer identification verificatiorpedures that comply with Section 326 of the USATRFOT Act, and such anti-money
laundering program meets the requirements of Se8&&@ of the USA PATRIOT Act and the regulationsrdunder, and Cornerstone has
complied in all material respects with any requieents to file reports and other necessary docunantsquired by the USA PATRIOT Act a
the regulations thereunder.

(99) Internal Controls. Bancshares and Cornerstone and their Subsidizaiesdevised and maintained a system of
internal control over financial reporting sufficteo provide reasonable assurances regarding liabiy of financial reporting and the
preparation of financial statements for externappses in accordance with GAAP and to provide nealsie assurances that (i) transactions ar
executed in accordance with managensegéneral or specific authorizations, (ii) trangact are recorded as necessary to permit prepanait
financial statements in conformity with GAAP andntaintain accountability for assets, and (jii) &8t assets is permitted only in accordz
with management’s general or specific authorizatidrnere are no significant deficiencies or matevisaknesses in the design or operation of
internal controls over financial reporting whichutw adversely affect the ability of Bancshares orr@rstone or their Subsidiaries to record,
process, summarize, and report financial infornmatichere has occurred no fraud, whether or not madtéhat involves management or other
employees who have a role in the Cornerstone Baitigernal controls over financial reporting.

(hh) Regulatory Capital Bancshares and Cornerstone are “well-capitalizsdSuch term is defined in 12 C.F.R. 225.2
and 12 C.F.R. 325.103, respectively.

(i) Required Shareholder Vote3he affirmative vote of (i) holders of at leas83B3,700 of the issued and outstanding
shares of Bancshares Common Stock is requiredhéoapproval of this Agreement and the Merger bystiseholders of Bancshares under th
charter and bylaws of Bancshares and the Corporaiid; (ii) holders of at least 3,313,700 of thsued and outstanding shares of Bancshare:
Common Stock is required for the approval of theh&uzed Stock Amendment by the shareholders otBlaares under the charter and byl
of Bancshares and the Corporation Act; (iii) hotdef at least 300,001 of the issued and outstarshiages of Bancshares Series A Stock is
required for the approval of the Series A Redenmpfimendment by the shareholders of Bancshares theaharter and bylaws of Bancsh:
and the Corporation Act; (iv) holders of at leals) 8,313,700 of the issued and outstanding shdrBsuecshares Common Stock and (B)
300,001 of the issued and outstanding shares afdanes Series A Stock (if the approval of the éidabf Bancshares Series A Stock is
required by applicable Law) is required for the rawal of the Amended and Restated Bancshares Chgrtbe shareholders of Bancshares
under the charter and bylaws of Bancshares an@digoration Act; and (v) holders of at least 3,308, of the issued and outstanding shar
Bancshares Common Stock is required for the appaithe Amended and Restated Bancshares Bylavikebghareholders of Bancshares
under the charter and bylaws of Bancshares an@dhgoration Act. Approval of the Bancshares SBLRIiZzglent Stock Amendment by the
shareholders of Bancshares is not required byhbger or bylaws of Bancshares or the Corporation A
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()] Disclosure. No representation or warranty of the Cornerst®asies contained in this Agreement, and no stateme
contained in the Cornerstone Disclosure Memorandum any certificate delivered by Bancshares om@cstone, contains any untrue
statement of a material fact or omits any matdaietl necessary to make the statements containethtard therein, in light of the
circumstances under which they were made, not adshg.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF SMARTFINANCIAL AN SMARTBANK

Section 5.1 SmartFinancial DisclosurentMeandum Prior to the Parties’ execution and deliverylogtAgreement,
SmartFinancial and SmartBank have delivered t@Ciimerstone Parties a confidential memorandum*(8reartFinancial Disclosure
Memorandunt) setting forth, among other things, items thecttisure of which is necessary either in responsatexpress disclosure
requirement contained in a provision of this Agreetor as an exception to one or more representatipwarranties of the SmartFinancial
Parties contained in this Article & to one or more of their covenants containedriicke VI , making specific reference in such
SmartFinancial Disclosure Memorandum to the Sefdjoof this Agreement to which such items relate.

Section 5.2 SmartFinancial and SmartBRefresentations and Warrantigsach of SmartFinancial and SmartBank hereby
represents and warrants to the Cornerstone Padifmslows:

€) Organization and QualificationSmartFinancial is a corporation duly organizeaidly existing, and in good
standing under the laws of the State of Tennessekis duly registered as a bank holding companleuthe BHCA. SmartBank is a banking
corporation duly organized, validly existing, amdgiood standing under the laws of the State of &ssee. Each of SmartFinancial and
SmartBank has the power and authority to own, lemse operate its properties and assets and taicbitsl respective business as presently
conducted. Each of SmartFinancial and SmartBadklilicensed or qualified to transact businessiand good standing in each jurisdiction
in which the character of the properties or assetsed or leased by it or the nature of the businesducted by it makes such licensing or
gualification necessary. The copies of the chartgiaws, articles of organization, operating agreets, and other organizational documen
SmartFinancial and SmartBank and their respectilesiliaries previously provided or made availabléhe Cornerstone Parties are true,
correct, and complete copies of such documents efidct as of the date of this Agreement. NeimartFinancial or SmartBank nor any
Subsidiary of SmartFinancial or SmartBank is inafion of its respective charter, bylaws, articddé®rganization, operating agreement, or
other organizational documents. The minute bookSmoértFinancial and SmartBank and their Subsidigrieviously provided or made
available to the Cornerstone Parties constitutaey tomplete, and correct record of all meetirfgano material corporate actions taken by
respective boards of directors (and each commntitiexeof), shareholders, members, managers, andgifierning bodies, as applicable.
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(b) Subsidiaries and Other InterestSet forth orSchedule 5.2(bpf the SmartFinancial Disclosure Memorandum is a
true, correct, and complete list of all Subsidisiié SmartFinancial (other than SmartBank) andfoa$Bank, as well as the name of each suc
Subsidiary, each such Subsidiary’s jurisdictiongbrporation, organization, or formation, and StiRgrancial’s and/or SmartBank’s
percentage ownership of each such Subsidiary. Ba8martFinancial and SmartBank owns beneficiatlgh af record the capital stock or otl
equity or ownership interest it owns in each ofStgsidiaries free and clear of any and all Lidifiere are no Contracts relating to the right of
SmartFinancial or SmartBank to vote or disposengf@apital stock or other equity or ownership iattrof any Subsidiary of SmartFinancia
SmartBank. The ownership interests of SmartFindacid SmartBank in their respective Subsidiariesimicompliance with all applicable
Laws. Each of the Subsidiaries of SmartFinancidi@nSmartBank is a corporation, limited liabilitgmpany, or other entity duly organized,
validly existing, and in good standing under thedaf its jurisdiction of incorporation, organizati, or formation, has all requisite power and
authority to own, lease, and operate its propedrebassets and to conduct its business as presentlucted, and is duly licensed or qualified
to transact business and is in good standing ih paisdiction in which the character of the prdpes or assets owned or leased by it or the
nature of the business conducted by it makes scehding or qualification necessary. The outstagpdapital stock or other outstanding equity
or ownership interests of each Subsidiary of Sniaatkcial and/or SmartBank have been validly autteatiand are validly issued, fully paid,
and non-assessable. No shares of capital stodker equity or ownership interests of any SubsydarSmartFinancial and/or SmartBank are
or may be required to be issued by virtue of anyoog, warrants, or other rights; no securitiesettiat are convertible into or exchangeabl
any shares of capital stock or other equity or agnip interests of any Subsidiary of SmartFinanarad/or SmartBank, or any other debt or
equity security of any Subsidiary of SmartFinanaiadl/or SmartBank; and there are no Contracthfissuance of any additional capital st
or other equity or ownership interests, or any ottebt or equity securities, of any Subsidiary ofatFinancial and/or SmartBank or any
options, warrants, or other rights with respeauoh securities. Except (i) as set forthSmihedule 5.2(bpf the SmartFinancial Disclosure
Memorandum and (ii) for securities and other irgesdneld in a fiduciary capacity and beneficialyned by third parties, neither
SmartFinancial nor SmartBank owns, beneficiallpbrecord, directly or indirectly, any equity seities of or any other equity or ownership
interest in any Person.
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(c) Capitalization. The authorized capital stock of SmartFinanciaisists of (i) 8,000,000 shares of common stock
value $1.00 per share, and (ii) 2,000,000 shargsaférred stock, par value $1.00 per share, oflwhP,000 shares have been designated as
Non-Cumulative Perpetual Preferred Stock, Series A dithorized capital stock of SmartBank consis{§) & 000,000 shares of common
stock, par value $1.00 per share, and (ii) 2,00Dg@res of preferred stock, par value $1.00 paesiSet forth oSchedule 5.2(chf the
SmartFinancial Disclosure Memorandum is a trueremty and complete listing, by class and, if aggtile, series, of the issued and outstandin
shares of SmartFinancial Stock and SmartBank Siioére are no other classes or series of authotiggaed, or outstanding capital stock of
SmartFinancial or SmartBank. No shares of Smartféiah Stock are held in treasury by SmartFinanaiadtherwise owned, directly or
indirectly, by SmartFinancial, and no shares of 8Bank Stock are held in treasury by SmartBanktbexwise owned, directly or indirectly,
by SmartBank. All of the issued and outstandingebhaf SmartFinancial Stock and SmartBank Stocle teaen duly and validly authorized
and issued in full compliance with all applicablaws and are fully paid and non-assessable, andafdahe issued and outstanding shares of
SmartFinancial Stock or SmartBank Stock have bssued in violation of the preemptive rights of &grson. Except as set forth 8ohedule
5.2(c)of the SmartFinancial Disclosure Memorandum, @réhare no outstanding options, warrants, subsmmgtagreements, contracts, rig
calls, or commitments, of any kind or characteat tliequire or obligate or could require or obliggteartFinancial to issue, deliver, or sell, or
cause to be issued, delivered, or sold, any adaitishares of SmartFinancial capital stock, or sges convertible into or exercisable for
shares of SmartFinancial capital stock, or thatiireqor obligate or could require or obligate SfRarancial to grant, extend, or enter into any
such option, warrant, subscription, agreement,rachtright, call, or commitment, and (ii) there &o outstanding options, warrants,
subscriptions, agreements, contracts, rights,,aalsommitments, of any kind or character, thguree or obligate or could require or obligate
SmartBank to issue, deliver, or sell, or causeettsbued, delivered, or sold, any additional shafé&martBank capital stock, or securities
convertible into or exercisable for shares of SBank capital stock, or that require or obligateould require or obligate SmartBank to grant,
extend, or enter into any such option, warrantsstiption, agreement, contract, right, call, or caitment. There are no outstanding obligat
of SmartFinancial or SmartBank to repurchase, nedee otherwise acquire any shares of its capitalks Set forth orschedule 5.2(cpf the
SmartFinancial Disclosure Memorandum is a truesemby and complete list of all outstanding Smarditial Options, including for each
SmartFinancial Option the name of the optioneedtte of grant, the exercise price, the date(sgsfing, the date(s) of termination, the
number and class or series of shares subject toSmartFinancial Option, and whether such Smartféiiah Option is qualified or nonqualifie
under Section 422 of the Code. No bonds, debentnotss, or other indebtedness having the righibte on any matters on which sharehol
of SmartFinancial or SmartBank may vote is issuedutstanding. Set forth ddchedule 5.2(cpf the SmartFinancial Disclosure Memorandun
is a listing of all cash, stock, and other dividemd distributions with respect to SmartFinanci@c® or SmartBank Stock that have been
declared, set aside, or paid since June 30, 2@81ek as all shares of SmartFinancial capitallstoed all shares of SmartBank capital stock
that have been purchased, redeemed, or otherwgséred, directly or indirectly, by SmartFinanciadSmartBank, respectively, since June
2011. SmartFinancial is current on all dividendgaide on the SmartFinancial Series A Stock ancchasplied with all of the terms and
provisions of the SmartFinancial Series A Stock.

(d) Authority. Each of SmartFinancial and SmartBank has allisit@gucorporate power and authority to execute and
deliver this Agreement and, subject to the consapgrovals, waivers, and filings referred to ircti#m 5.2(f), to perform its obligations
hereunder and to consummate the transactions cplatd hereby. The execution and delivery of thgse&ment by the SmartFinancial Par
and the consummation by the SmartFinancial Parfilse transactions contemplated hereby have belgradd validly authorized by all
necessary corporate action on the part of the saafrdirectors of SmartFinancial and SmartBank, mmather corporate actions or proceed
on the part of SmartFinancial or SmartBank are &y to authorize the execution and delivery isf Agreement by the SmartFinancial
Parties and the consummation by the SmartFinaReidles of the transactions contemplated herebgrdhan the approval of this Agreement
by the shareholders of SmartFinancial in accordanttethe charter and bylaws of SmartFinancial apglicable Law. The board of directors
of SmartFinancial has unanimously determined thiatAgreement is advisable and in the best inter@sEmartFinancial and its shareholders
and has directed that this Agreement be submitt&itartFinanciag shareholders for approval, and has duly andlyadidopted resolutions
the foregoing effect and to recommend that theedt@ders of SmartFinancial approve this AgreemBnis Agreement has been duly and
validly executed and delivered by each of Smartidra@ and SmartBank and constitutes a valid andlliedinding obligation of each of
SmartFinancial and SmartBank enforceable agaim$t eeSmartFinancial and SmartBank in accordande it@ terms, except as enforceabi
may be limited by applicable bankruptcy, insolvenmpratorium, and similar Laws affecting creditaights and remedies generally or gen
principles of equity, whether applied in a courtad or a court of equity.

(e) No Violations. The execution, delivery, and performance of &gseement by SmartFinancial and SmartBank and
the consummation of the transactions contemplagettiib Agreement do not and will not (i) assumihgttthe consents, approvals, waivers,
filings referred to in Section 5.2(fhave been obtained and made and all applicabkinggieriods have expired, violate any Law, govegnta
permit, or license to which the SmartFinancial iarbr any of their Subsidiaries (or the propertieassets of the SmartFinancial Parties ot
of their Subsidiaries) are subject or by which @meartFinancial Parties or any of their Subsidiafoeghe properties or assets of the
SmartFinancial Parties or any of their Subsidiargge bound; (ii) violate the charter, bylaws,dets of organization, operating agreement, or
other organizational documents of SmartFinanci8martBank or any of their Subsidiaries; or (ipnstitute a breach or violation of or a
default under (or an event which, with due noticégapse of time or both, could constitute a defaunlier), or result in the termination of,
accelerate the performance required by, or resuté creation of any Lien upon any of the progsrtir assets of SmartFinancial or SmartBan
or any of their Subsidiaries under, any of the &roonditions, or provisions of any note, bondeimdre, mortgage, deed of trust, loan
agreement, or other Contract to which SmartFindieci&martBank, or any of their Subsidiaries, jsaaty or to or by which any of the
properties or assets of SmartFinancial or SmartBan&ny of their Subsidiaries, may be subjectarrul.
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® Consents and ApprovaldNo consents or approvals of, waivers by, nottoesr filings or registrations with any
Governmental Entity or other Person are requirdgetobtained, given, or made by SmartFinancialoai@ank, or any of their Subsidiaries,
in connection with the execution and delivery aé thgreement by the SmartFinancial Parties or tresummation by the SmartFinancial
Parties of the Merger and the other transactionsecoplated hereby, except (i) the Regulatory Apalaii) the filing of the Articles of
Merger with the Tennessee Secretary of Stateflii@)approval of this Agreement by the shareholdé®martFinancial; and (iv) as set forth
Schedule 5.2(fpf the SmartFinancial Disclosure Memorandum. Athefdate hereof, neither SmartFinancial nor SmaftBsaware of any
reason why any of the consents, approvals, or waineferred to in this_Section 5.2(®ill not be obtained or received in a timely manne
without the imposition of any Burdensome Condit{as defined in_Section 8.1(p)

(9) Governmental Filings SmartFinancial and SmartBank, and each of thedsHBliaries, have filed all reports, notices,
applications, schedules, registration and proxiestants, and other documents and instrumentshépattave been required to file since June
30, 2011, with the Federal Reserve, the FDIC, th&[Tor any other Governmental Entity. As of theispective dates, such filings were
complete and accurate in all material respects ptiedhin all material respects with all applicablews, and did not contain any untrue
statement of a material fact or omit to state aenmatfact required to be stated therein.

(h) Securities Filings SmartFinancial and SmartBank, and each of theasiBliaries, have filed with the SEC and the
Federal Reserve all reports, schedules, registratatements, definitive proxy statements, exhibitsl other filings and materials that they
have been required to file under the Securitiesohthe Exchange Act, or the rules and regulatprosnulgated thereunder, since June 30,
(collectively, the “_ SmartFinancial Securities Rds”). None of the SmartFinancial Securities Filingsmtained any untrue statement of a
material fact or omitted to state a material facfuired to be stated therein or necessary to nhekstatements made therein, in light of the
circumstances under which they were made, not adglg. As of their respective dates of filing witie SEC and/or Federal Reserve, as
appropriate, all of the SmartFinancial Securitigsés complied in all material respects with appble requirements of the Securities Act
and/or the Exchange Act, as the case may be, andils and regulations promulgated thereundeh Bathe financial statements (including,
in each case, any notes thereto) of SmartFinaaci@martBank, or any of their Subsidiaries, incllidethe SmartFinancial Securities Filings
complied as to form, as of the respective datdiof)f in all material respects, with applicablecaanting requirements and with the published
rules and regulations of the SEC and Federal Reseith respect thereto.
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0] Financial StatementsThe SmartFinancial Parties have previously detigddo the Cornerstone Parties true,
complete, and correct copies of (i) the consolid&@ance sheets of SmartFinancial and its Subbidias of the fiscal years ended
December 31, 2013, 2012, and 2011, and the retatesblidated statements of income, comprehensea@re, changes in stockholdeesjuity,
and cash flows for each of the fiscal years thatedntogether with the notes thereto, accompanyatidaudit report of SmartFinancial's
independent registered public accounting firm (tAeidited SmartFinancial Financialy and (i) the unaudited consolidated balance=sioé
SmartFinancial and its Subsidiaries as of Septe®®e?P014, and the related consolidated statenoéiimisome, comprehensive income,
changes in stockholders’ equity, and cash flowsternine-month period ended September 30, 2084 (titerim SmartFinancial Financials
"). The SmartFinancial Financial Statements weeppred from and in accordance with the books aramtds of SmartFinancial and its
Subsidiaries, fairly present the consolidated faiainposition of SmartFinancial and its Subsidigiiie each case at and as of the dates indicat
and the consolidated results of operations, chaimggeckholders’ equity, and cash flows of Smar#ificial and its Subsidiaries for the periods
indicated, and, except as otherwise set forthemibtes thereto, were prepared in accordance witRGconsistently applied throughout the
periods covered therebyrovided, however, that unaudited financial statements for interiniqds are subject to normal year-end adjustmen
(which will not be material individually or in treggregate) and lack footnotes to the extent pexchithder applicable regulations. The books
and records of SmartFinancial and its Subsididréa® been, and are being, maintained in accordaiticéSAAP consistently applied and
other legal, accounting, and regulatory requirementd reflect only actual transactions.

)] Undisclosed Liabilities Neither SmartFinancial nor any of its Subsidisii@s, or has incurred, any debt, liability, o
obligation of any kind, character, or nature whatss (whether accrued, contingent, absolute, knonknown, or otherwise and whether due
or to become due), other than (i) debts, liabaitiend obligations reflected on or reserved agairtste Interim SmartFinancial Financials and
(ii) debts, liabilities, and obligations incurretice September 30, 2014, in the ordinary courdmisiness consistent with past practice that,
either alone or when combined with all such delzbjlities, and obligations, have not had, andidawt reasonably be expected to have, a
SmartFinancial Material Adverse Effect.

(k) Absence of Certain Changes or Everiince June 30, 2014, SmartFinancial and SmartBadkheir Subsidiaries
have conducted their respective businesses orhgionrdinary and usual course consistent with pesttices, and there has been no event or
occurrence and no circumstance has arisen thatjdodlly or taken together with all other everiscurrences, and circumstances, has had o
is reasonably likely to have a SmartFinancial Matekdverse Effect. Since June 30, 2014, neithea®Rinancial nor SmartBank, nor any of
their Subsidiaries, has taken or permitted, orredtéto any Contract with respect to, or otherveigeeed or committed to do or take, any ac
that, if taken after the date hereof, would couastita breach of any of the covenants set fortreiti®n 6.2, except as set forth @chedule 5.2
(k) of the SmartFinancial Disclosure Memorandum.

()] Litigation . Except as set forth ddchedule 5.2(1)of the SmartFinancial Disclosure Memorandum, tlaeeeno suits,
actions, claims, investigations, or legal, admnmai$te, arbitration, or other proceedings pendingmthe Knowledge of the SmartFinancial
Parties, threatened against or affecting Smartleinhor SmartBank or any of their Subsidiaries iy property, asset, right, or interest of
SmartFinancial or SmartBank or any of their Sulasids, and, to the Knowledge of the SmartFinarties, there are no facts or
circumstances that could reasonably be expectgiyéarise to any such suit, action, claim, invedtign, or legal, administrative, arbitration, or
other proceeding. Neither SmartFinancial or SmarkBzor any of their Subsidiaries, nor any of thegarties or assets of SmartFinancial or
SmartBank or any of their Subsidiaries, is a partgubject to or bound by any judgment, decreenictjon, order, or ruling of any
Governmental Entity.
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(m) Absence of Regulatory ActionExcept as set forth dbchedule 5.2(mpf the SmartFinancial Disclosure
Memorandum, since June 30, 2011, neither SmartEiaamor SmartBank, nor any of their Subsidiartess been a party to any cease and
desist order, written agreement, or memorandunndérstanding issued by or with, or any commitmetiet or similar undertaking to, or has
been subject to any action, proceeding, orderjrective by, any Governmental Entity, or has add@ey board resolutions at the request of
any Governmental Entity, or has been advised byGmyernmental Entity that such Governmental Engityontemplating issuing or request
(or is considering the appropriateness of issumgequesting) any such action, proceeding, ordegctive, cease and desist order, written
agreement, memorandum of understanding, commithatat, board resolutions, or similar undertaking.the Knowledge of the
SmartFinancial Parties, there are no facts or nistances which could reasonably be expected tdt irsany Governmental Entity issuing or
requesting any such action, proceeding, ordercties cease and desist order, written agreemegyarandum of understanding, commitment
letter, board resolutions, or similar undertakifere are no material unresolved violations, dsitits, or exceptions noted by any
Governmental Entity in or with respect to any rémorstatement relating to any examination or iggipa of SmartFinancial or SmartBank or
any of their Subsidiaries.

(n) Compliance with LawsExcept as set forth ddchedule 5.2(npf the SmartFinancial Disclosure Memorandum, the
SmartFinancial Parties and their Subsidiaries ltaweplied, and are in compliance, in all materiagpexts, with all applicable Laws, including
without limitation Section 23A and Section 23B bétFederal Reserve Act and the regulations prortedgaursuant thereto, the Equal Credit
Opportunity Act, the Fair Housing Act, the CRA, tHeme Mortgage Disclosure Act, the Bank Secrecy, Antl the USA PATRIOT Act, each
as amended. The SmartFinancial Parties and thbsi@aries have, and have had, all permits, licerfsanchises, certificates of authority,
orders, authorizations, and approvals, and havesrakdilings, applications, and registrations wath Governmental Entities, that are required
in order to permit them to own, lease, and opetei properties and assets and to carry on teepactive businesses as presently conducted
and all such permits, licenses, franchises, ceatifis of authority, orders, authorizations, and@ds are in full force and effect and, to the
Knowledge of the SmartFinancial Parties, no sudparar cancellation of any of them is threatenduk fieposit accounts of SmartBank are
insured by the FDIC in the manner and to the marinextent provided by Law, and SmartBank has paidegdosit insurance premiums and
assessments required by applicable Laws.

(0) Taxes.

0] The SmartFinancial Parties and theib$Sdiaries have timely filed all Tax Returns reqdito be filed by ¢
with respect to them (the_ * SmartFinancial Retdjndleither the SmartFinancial Parties nor anyhafit Subsidiaries currently are the
beneficiary of any extension of time within whiahfile any SmartFinancial Returns. All of the Snramancial Returns are true, correct, and
complete, and all Taxes due and payable by thetEmancial Parties and their Subsidiaries with eespo the periods covered by such
SmartFinancial Returns have been paid. The accamalseserves for Taxes reflected in the Interina$Rinancial Financials are adequate, in
accordance with GAAP, to cover all unpaid TaxeSwfartFinancial and its Subsidiaries for periodsremdn or prior to the date(s) of the
Interim SmartFinancial Financials, and all suchraals and reserves for Taxes, as adjusted for ipesaand transactions and the passage of
time for periods ending on or prior to the Closagte in accordance with past custom and practi@mdrtFinancial and its Subsidiaries, are
adequate, in accordance with GAAP, to cover allaishfraxes of SmartFinancial and its Subsidiariesuacg through the Closing Date. No
claim (whether formal or informal) has ever beerdmagainst the SmartFinancial Parties or any of Susidiaries by an authority in a
jurisdiction where SmartFinancial or SmartBanktait Subsidiaries do not file Tax Returns that Skianancial or SmartBank or any of th
Subsidiaries are or may be subject to taxatioha jurisdiction. No outstanding agreement, arramg@, extension, or waiver of or with
respect to the limitation period applicable to &mgartFinancial Return has been agreed or enteredirgranted (by the SmartFinancial Pai
or any other Person), and no such agreement, amaag, extension, or waiver has been requestadafly or informally, by or from the
SmartFinancial Parties or any of their Subsidiaresl neither the SmartFinancial Parties nor arthaf Subsidiaries has executed or is bounc
by any extension or waiver of any statute of litiitias on the assessment or collection of any Tax.
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(i) All estimated Taxes required to bedhy or with respect to the SmartFinancial Parnieany of their
Subsidiaries have been paid to the proper taxitigpaities. All Taxes that the SmartFinancial Partie any of their Subsidiaries are or were
required to withhold or collect in connection wihy amounts paid or owing to any employee, direct@nager, independent contractor,
shareholder, member, nonresident, creditor, orrdttiel party (including amounts paid or owing hyto the SmartFinancial Parties or any of
their Subsidiaries and any such Taxes due as & ofsuplan intended to be a “nonqualified defdroempensation plan” under Section 409A
(d)(1) of the Code that has not been operated @d gaith compliance with Section 409A of the Code associated guidance) have been duly
withheld or collected and have been paid, to thiergxequired, to the proper taxing authorities; 8martFinancial Parties and their
Subsidiaries have complied with all information@ging and backup withholding requirements, inahgdthe maintenance of required records.
with respect to such amounts; and the SmartFineRaidies and their Subsidiaries have paid all eyg contributions and premiums and filed
all Tax Returns with respect to any employee incdiae withholding, and social security and unempleyiiTaxes and premiums, all in
compliance with the withholding provisions of thede and other applicable Laws.

(iii) All of the SmartFinancial Returns halveen examined and closed or are Tax Returns egect to which
the applicable period for assessment under appdidadw, after giving effect to extensions or wasjdnas expired. The SmartFinancial Parties
have delivered or made available to the CornersRanées true, correct, and complete copies adwadit reports and similar documents issued
by a Governmental Entity relating to the SmartFgiahReturns which the SmartFinancial Parties haubeir possession or control. Set forth
on Schedule 5.2(o)(iiijof the SmartFinancial Disclosure Memorandum isua,tcorrect, and complete list of all SmartFinahRieturns filed by
or with respect to the SmartFinancial Parties grafrtheir Subsidiaries during the past five years.

(iv) No audit, investigation, examinatiomefidiency assessment, refund litigation, or othreccpeding is pending
or, to the Knowledge of the SmartFinancial Partileseatened against or with respect to the Smaatfial Parties or any of their Subsidiaries
in respect of any Taxes or Tax matters, and t&tihmvledge of the SmartFinancial Parties there aréants or circumstances that could
reasonably be expected to give rise to any such, &nestigation, examination, deficiency assessimeefund litigation, or other proceeding.
There are no unsatisfied debts, liabilities, oligdtions for Taxes with respect to any notice dfaiency or similar document received by the
SmartFinancial Parties or any of their Subsidianéh respect to any Taxes. No deficiencies hawnlasserted against the SmartFinancial
Parties or any of their Subsidiaries as a resudinofxamination by a taxing authority and no idsagbeen raised by any examination condt
by any taxing authority that, by application of $@me principles, might result in a proposed defficy for any other period not so examined.
There are no Liens for Taxes upon any of the ptaseor assets of the SmartFinancial Parties ométlyeir Subsidiaries, other than statutory
Liens for current Taxes not yet due and payableviuich adequate reserves have been established.

(v) Neither SmartFinancial nor SmartBantg; any of their Subsidiaries, has granted to amgdtea power of
attorney with respect to any Taxes or Tax matteasis currently in effect. Neither SmartFinanciat SmartBank, nor any of their Subsidial
is subject to any private letter ruling of the IBiSany comparable ruling of any other taxing autiipand no request for any such ruling is
pending. No closing agreement pursuant to Sectl@i of the Code (or any predecessor provisionyngrsimilar provision of Law, has been
entered into by or with respect to SmartFinancigbmartBank or any of their Subsidiaries.
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(vi) There is no Contract or plan (includwghout limitation this Agreement and the arrangeis contemplate
hereby) covering any employee or independent cotatraor any former employee or independent cotdraof SmartFinancial or SmartBank
or any of their Subsidiaries that, individuallyawllectively with any other such Contracts or Plamil, or could be expected to, (A) give rise,
directly or indirectly, to the payment of any amobthat would not be deductible pursuant to Sec?®dG or Section 162 of the Code (as
determined without regard to Section 280G (b)(4thef Code), except those payments that will not bdenin the absence of shareholder
approval in accordance with the requirements ofi&e@80G(b)(5)(B) of the Code, or (B) subject augh Person to additional taxes under
Section 409A of the Code. Neither SmartFinancial$martBank, nor any of their Subsidiaries, is dyp# or bound by any Contract or plan,
or has any obligation (current or contingent), anpensate any Person for Tiglated payments, including Taxes paid pursuaBSeition 499
of the Code and Taxes under Section 409A of theeCall disqualified individuals (as defined in Siect 280G(c) of the Code) with respect to
SmartFinancial and SmartBank and each of theiri8igbes are set forth oB8chedule 5.2(0)(vipf the SmartFinancial Disclosure
Memorandum.

(vii) Except as set forth @chedule 5.2(0)(vii)pf the SmartFinancial Disclosure Memorandum, (Ajhes
SmartFinancial nor SmartBank, nor any of their $libses, has at any time been a member of a gnatipwhich it has filed or been included
in a combined, consolidated, or unitary Tax Ret{®);neither SmartFinancial nor SmartBank, nor ahtheir Subsidiaries, is or has ever beer
a party to or bound by any Tax indemnity agreemgax, sharing agreement, Tax allocation agreemersindlar Contract; and (C) neither
SmartFinancial nor SmartBank, nor any of their Slibses, is liable for the Taxes of any other Barsvhether as a transferee or successor, |
Contract (including any Tax allocation agreemeiatx $haring agreement, or Tax indemnity agreementtherwise.

(viii)  The SmartFinancial Parties and theibSidiaries are, and have at all times been, in ¢iamge with the
provisions of Section 6011, Section 6111, and Sedil12 of the Code relating to tax shelter disglesregistration, list maintenance, and
record keeping, and with the Treasury Regulatibesaunder (including any predecessor or successbe @rovisions or Treasury Regulations.
as applicable), and neither the SmartFinanciaid¢zanor their Subsidiaries have at any time engagedentered into (A) any transaction that
would be defined as a “reportable transaction” imithe meaning of Treasury Regulations Section116Q(b), (B) any confidential corporate
tax shelter within the meaning of Treasury Regal&iSection 1.6111-2, or (C) any “listed transactisithin the meaning of Treasury
Regulations Section 1.6011, Section 301.6111, oti®de301.6112, or any transaction that would hasen such a “listed transaction” if
current Law was in effect at the time the transectias entered into. No IRS Form 8886 has beeth ii¢h respect to the SmartFinancial
Parties or any of their Subsidiaries. Neither SFiaencial nor SmartBank, nor any of their Subsiégrhas entered into any tax shelter or
listed transaction with the sole or dominant pugpofthe avoidance or reduction of a Tax liabilitya jurisdiction outside the United States
with respect to which there is a significant riglcballenge of such transaction by a GovernmentéitfEin a jurisdiction outside the United
States. The SmartFinancial Parties and their Sisigd have disclosed on all SmartFinancial Retafhgositions taken therein that could give
rise to a substantial understatement of Tax withénmeaning of Section 6662 of the Code. Neithear@financial nor SmartBank, nor any of
their Subsidiaries, has incurred, and no statdfaira exist that could result in SmartFinancialSmartBank, or any of their Subsidiaries,
incurring, any penalty under Section 6662(e) ofGlele.
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(ix) None of the assets, properties, ontsgf the SmartFinancial Parties or their Subsielsa(A) are “tax-
exempt use property” within the meaning of Secfié8(h) of the Code, (B) are assets, propertiesghts required to be treated as owned by
any other Person pursuant to the so-called “sateondease” provisions of Section 168(f)(8) of théernal Revenue Code of 1954 as in effect
after the Economic Recovery Tax Act of 1981 anadbethe Tax Reform Act of 1986, or (C) directlyindirectly secure any debt the interest
on which is Tax-exempt under Section 103(a) ofGlode. Neither the SmartFinancial Parties nor arth@if Subsidiaries have participated in
or cooperated with an international boycott wittlie meaning of Section 999 of the Code. Neitherr8firancial nor SmartBank, nor any of
their Subsidiaries, has a “permanent establishmeititiin the meaning of any applicable Tax law ity doreign jurisdiction, nor is
SmartFinancial or SmartBank, or any of their Sulasids, required to file any Tax Returns in anyefgn jurisdiction. No Subsidiary of
SmartFinancial or SmartBank which is not a “Unifdtes Person” within the meaning of Section 77303 of the Code has a permanent
establishment within the United States or derivesincome effectively connected with the conducadfade or business within the United
States.

x) Set forth oschedule 5.2(0)(xpf the SmartFinancial Disclosure Memorandum isua,tcorrect, and
complete list of (i) all Tax abatement, Tax redomstiTax credit, and similar agreements or progremvehich the SmartFinancial Parties or tl
Subsidiaries are parties or in which the SmartFirarrarties or their Subsidiaries participate &)dhe amount of each Tax abatement, Tax
reduction, Tax credit, or similar benefit that BwartFinancial Parties or their Subsidiaries haeeived as of the date hereof and the period(:
to which each such Tax abatement, Tax reductior cfedit, or similar benefit applied. The consumimrabf the transactions contemplated by
this Agreement will not result in any recoupmetdawcback, or decrease in any such Tax abatemertiethiction, Tax credit, or similar
benefit.

(xi) For purposes of this Section 5.2(¢)\) references to SmartFinancial shall be deetoédclude any
predecessor to SmartFinancial, any Person whiclyedesr was liquidated with or into SmartFinancgaly direct or indirect Subsidiary of
SmartFinancial, and any Person from which Smartfizd has incurred any liability for Taxes as auiesf transferee liability and (B)
references to SmartBank shall be deemed to inangigpredecessor to SmartBank, any Person whichedengwas liquidated with or into
SmartBank, any direct or indirect Subsidiary of &ank, and any Person from which SmartBank hasried any liability for Taxes as a
result of transferee liability.

(P Material Contracts

(0 Set forth oschedule 5.2(p)(ipf the SmartFinancial Disclosure Memorandum isia,tcorrect, and
complete list of the following Contracts to whicm&rtFinancial or SmartBank, or any of their Sulssidis, is a party, by which SmartFinancial
or SmartBank, or any of their Subsidiaries, is lihwor to which SmartFinancial or SmartBank, or ahtheir Subsidiaries, or any of the
properties or assets of SmartFinancial or SmartBan&ny of their Subsidiaries, are subject (colNety, the “ SmartFinancial Material
Contracts’):

(A) Any Contract that involves, or coulcasnably be expected to involve, annual receipts or
disbursements of $25,000 or more;

(B) Any Contract that requires SmartFinahor SmartBank, or any of their Subsidiaries, tochase
all of its requirements for a given product, goodservice from a given Person;

© Any Contract that provides for the intgfication by SmartFinancial or SmartBank, or afiyheir

Subsidiaries, of any Person, or the express assumipg SmartFinancial or SmartBank, or any of ti&ibsidiaries, of any Tax, environmental,
or other liability or obligation (whether accruedntingent, absolute, or otherwise) of any Person;
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(D) Any Contract relating to the dispositior acquisition, directly or indirectly (by mergar
otherwise), by SmartFinancial or SmartBank, or ahtheir Subsidiaries, after the date of this Agneat of properties, assets, or securities
a fair market value of $25,000 or more;

(E) Any employment agreement, consultingeagient, severance agreement, change of control
agreement, bonus agreement, deferred compensagtieanaent, non-competition agreement, non-solioitiatigreement, confidentiality or non-
disclosure agreement, or other Contract with amyec or former director, officer, employee, or sahant of or to SmartFinancial or
SmartBank, or any of their Subsidiaries;

(F) Any Contract not disclosed under Secb®(p)(i)(E)with or for the benefit of any shareholder,
director, officer, employee, or Affiliate of Smamincial or SmartBank or any of their Subsidiar@sany Affiliate of or member of the
immediate family of any such Person;

(G) Any Contract that limits or purportslitmit the right of SmartFinancial or SmartBank,amy of
their Subsidiaries (or, at any time after the comsation of the Merger, Bancshares or Cornerstorampnof their Subsidiaries), to engage in
any line of business, compete with any Personperaie in any geographic location;

(H) Any partnership, joint venture, limitédbility company, or similar Contract;

() Any Contact with respect to the occupamanagement, lease, or operation of real prgpert

J) Any data processing or information teabgy Contract;

(K) Any Contract that grants to any Peraay right of first refusal, right of first offerysimilar right
with respect to any assets, rights, propertiesgourities of SmartFinancial or SmartBank, or aftheir Subsidiaries;

(L) Any Contract that relates to indebtesief or borrowings of money by SmartFinancial or
SmartBank, or any of their Subsidiaries, in exadsk25,000 (other than Federal Home Loan Bank lvarrgs and repurchase agreements with
customers entered into in the ordinary course eirtass);

(M) Any Contract relating to the acquisitjdransfer, or issuance of, or affecting or depiiith, any
securities of SmartFinancial or SmartBank or anthefr Subsidiaries, including without limitationyavoting, shareholders, or underwriting
agreement; and

(N) Any other Contract not previously dissd that is material to SmartFinancial or SmarkBanan)
of their Subsidiaries, or the business, operationfinancial condition of SmartFinancial or Smaatik, or any of their Subsidiaries.
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(i) A true, correct, and complete copy, (orthe case of any oral Contract, a completeaudirate written
description) of each SmartFinancial Material Cortiras amended through the date of this Agreerhastbeen previously provided or made
available to the Cornerstone Parties. Each of thar8-inancial Material Contracts is in full forcedaeffect and is a valid and binding
obligation of SmartFinancial or SmartBank, or tHgibsidiaries, as applicable, and each of the qéeies thereto, enforceable against
SmartFinancial or SmartBank, or their Subsidiar@ssapplicable, and each of the other partiestih@reaccordance with its terms.
SmartFinancial and SmartBank and their Subsididr@@® performed all duties and obligations requicelde performed by them under each
SmartFinancial Material Contract. Neither Smarthtial nor SmartBank, nor any of their Subsidiaries, any other party thereto, is in breach
or violation of or default under any SmartFinanditdterial Contact, and to the Knowledge of the SFiaancial Parties there has not occurrec
any event that, with the lapse of time or the givirfi notice or both, would constitute such a breaabiation, or default. No event has occurred
and no circumstance or condition exists that, witlvithout notice or lapse of time or both, givexy #erson, or will or could give any Person,
(A) the right to declare a breach or default orreise any remedy under any SmartFinancial Mat€aitract, (B) the right to accelerate the
maturity of or performance under any SmartFinandaterial Contract, or (C) the right to cancelpérate, or modify any SmartFinancial
Material Contract.

(iii) Except as set forth dchedule 5.2(p)(ii)of the SmartFinancial Disclosure Memorandum, (Axnasents,
approvals, waivers, or notices are required tolieined, given, or delivered pursuant to the tesnd conditions of any SmartFinancial
Material Contract as a result of the SmartFinanéaties’ execution, delivery, or performance @ thgreement or the consummation of the
transactions contemplated hereby and (B) assurhagdnsents, approvals, and notices referreddtairse (A) are obtained, given, and
delivered, neither the SmartFinancial Parties’ exeaq, delivery, or performance of this Agreemeaot the consummation of the transactions
contemplated hereby will result in any Person hawtire right to declare a breach or default or éserany remedy under any SmartFinancial
Material Contract; accelerate the maturity of orffpenance under any SmartFinancial Material Coritraiccancel, terminate, or modify any
SmartFinancial Material Contract.

(@) Intellectual Property; Information Technology Syste

0] Set forth oBchedule 5.2(q)(ipf the SmartFinancial Disclosure Memorandum isua,tcorrect, and
complete list, and where appropriate a descriptidmjl of the Intellectual Property owned, leasedlicensed by SmartFinancial or SmartBank
or any of their Subsidiaries, or used by SmartRif@ror SmartBank or any of their Subsidiarieshia tonduct of their respective businesses
(collectively, the “ SmartFinancial Intellectualdperty”). All required filings and fees related to Smaniincial Intellectual Property
registrations have been timely filed with and paidthe relevant Governmental Entities and authdriagistrars, and all SmartFinancial
Intellectual Property registrations are in goodhdiag.

(i) Set forth orSchedule 5.2(q)(iiof the SmartFinancial Disclosure Memorandum isia,tcorrect, and
complete list of all licenses and other Contraetating to or affecting the SmartFinancial Intetied Property. There is no breach or default or
alleged breach or default, or state of facts aurnstances which with notice or lapse of time dhbwould constitute a breach or default, or
part of any party to any such license or other @mtin the performance of any obligation to befened, paid, or observed by any party
under or pursuant to any such license or otherr@ontThe SmartFinancial Parties have previoustyiged or made available to the
Cornerstone Parties true, correct, and completesdpr, in the case of any oral Contract, a cote@@d accurate written description) of the
above-mentioned licenses and other Contracts,dimgjuall modifications, amendments, and supplemé@eto and waivers thereunder.
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(iii) SmartFinancial or SmartBank, or onetleéir Subsidiaries, is the sole and exclusive ovahall of the
SmartFinancial Intellectual Property not leaseticensed to SmartFinancial or SmartBank or onéeirtSubsidiaries, free and clear of any
Liens, and, with respect to any SmartFinanciallletéual Property leased or licensed to SmartFirsme SmartBank or one of their
Subsidiaries, has a valid and enforceable leasmde, or other right to use such SmartFinancialléttual Property, and except as set forth ol
Schedule 5.2(qg)(iii)of the SmartFinancial Disclosure Memorandum, nedsalicenses, or other rights have been grant&iiayrtFinancial or
SmartBank, or their Subsidiaries, to third Persaitls respect to any such SmartFinancial IntelleicRraperty. SmartFinancial and SmartBank
and their Subsidiaries own or possess all requigjtes to use all of the SmartFinancial IntellettBroperty required or necessary for the
conduct of the business of SmartFinancial and 3aak and their Subsidiaries as presently conduetédout any conflict with the rights of
others or any known use by others which conflidth the rights of SmartFinancial or SmartBank oy ahtheir Subsidiaries. Neither
SmartFinancial nor SmartBank, nor any of their $libses, owes any royalties, honoraria, or feeartp Person by reason of the use by
SmartFinancial or SmartBank, or any of their Sulasids, of any of the SmartFinancial Intellectuederty. Neither SmartFinancial nor
SmartBank, nor any of their Subsidiaries, has k@zknotice of, and to the Knowledge of the Smadhaial Parties there is no basis for, any
claimed conflict with respect to any of the Smanticial Intellectual Property or any claim agafstartFinancial or SmartBank or any of tl
Subsidiaries that their respective operationsyiiets, products, publications, goods, or servio&snge upon any patent, trademark, trade
name, copyright, or other intellectual propertypaoprietary right of a third party, or that Smant&incial or SmartBank or any of their
Subsidiaries is illegally or otherwise impermisgibking any patent, trademark, trade name, coplyrigide secret, or other intellectual prop
or proprietary right of others, nor has there baey claim or assertion that any of the SmartFirelrotellectual Property is invalid or defect
in any way.

(iv) Set forth orgchedule 5.2(q)(ivf the SmartFinancial Disclosure Memorandum isue,tcorrect, and
complete list of all consents, waivers, authoradi, and approvals with respect to or involving$neartFinancial Intellectual Property that
must be obtained, and all filings that must be meaatkall other actions that must be taken in respiethe SmartFinancial Intellectual Prope
in connection with the Parties’ execution and deivof this Agreement or the consummation of thagactions contemplated by this
Agreement.

(v) To the Knowledge of the SmartFinahBiarties, all information technology and compugtgstems
(including software, information technology ancetmmmunications hardware, and other equipmentiimgléo or for the transmission, stora
maintenance, organization, presentation, genergtimeessing, or analysis of data and informatidmgther or not in electronic format,
necessary for or used in the conduct of the buségesf the SmartFinancial Parties and their Sudrsédi (collectively, the “ SmartFinancial IT
Systems)) have been properly maintained by technically petent personnel, in accordance with standardsysetanufacturers or otherwise
in accordance with standards in the industry, gues proper operation, monitoring, and use. Ther&imancial IT Systems are in good
working condition to effectively perform all infortion technology (including data processing) openatnecessary to conduct business as
currently conducted. Since June 30, 2011, neithear8-inancial nor SmartBank, nor any of their Sdiasies, has experienced any material
disruption to, or material interruption in, its @t of its business attributable to a defect, twgakdown, or other failure or deficiency in o
the SmartFinancial IT Systems. The SmartFinan@ati€ and their Subsidiaries have taken reasomabiesures to provide for the bag-anc
recovery of the data and information necessaryhferconduct of their respective businesses (inotpduch data and information that is stored
on magnetic or optical media in the ordinary copvgighout material disruption to, or material imgption in, the conduct of their respective
businesses. Neither SmartFinancial nor SmartBamkany of their Subsidiaries, is in breach of diadé under any Contract relating to any of
the SmartFinancial IT Systems.
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n Labor Matters.

0] The SmartFinancial Parties and theibsSidiaries are in compliance in all material respevith all
applicable Laws respecting employment, retentiom@épendent contractors, employment practicesigend conditions of employment, and
wages and hours. Neither SmartFinancial nor SmakBzor any of their Subsidiaries, is subject tg amployment-related grievance pending
in or before any Governmental Entity, includinghatit limitation the Equal Employment Opportunityr@mission, the Tennessee Human
Rights Commission, and the United States Departmieloabor, and there are no facts or circumstatitatscould result in any such grievance.
Neither SmartFinancial nor SmartBank, nor any efrtBubsidiaries, is or has ever been a partyrtis, or has ever been bound by, i
collective bargaining agreement or contract or odggeement or understanding with a labor uniolaloor organization with respect to its
employees, nor is SmartFinancial or SmartBankngrdad their Subsidiaries, the subject of any proeg in which it is asserted that
SmartFinancial or SmartBank, or any of their Suilbsids, has committed an unfair labor practiceemking to compel SmartFinancial or
SmartBank, or any of their Subsidiaries, to bargdath any labor organization as to wages and caditof employment, nor, to the
Knowledge of the SmartFinancial Parties, has ach guoceeding been threatened, nor is there aikg stabor dispute, or organizational eff
involving SmartFinancial or SmartBank, or any déittSubsidiaries, pending or, to the Knowledgehef $martFinancial Parties, threatened.

(i) Set forth orgchedule 5.2(r)(ii)of the SmartFinancial Disclosure Memorandum isgAjue, correct, and
complete list of all employees (including any lehse temporary employees) of the SmartFinanciati€¢sand their Subsidiaries; (B) each sucl
employee’s current rate of compensation; and (Ch sach employee’s date of hire and accrued vatatiok leave, and personal leave, as
applicable. Set forth or identified @chedule 5.2(r)(ii)of the SmartFinancial Disclosure Memorandum arendiraes of any employees of the
SmartFinancial Parties or any of their Subsidianbs are absent from work due to a leave of abs@nckiding without limitation in
accordance with the requirements of the FamilyMedical Leave Act or the Uniformed Services Empleyinand Reemployment Rights Act)
or a work-related injury, or who are receiving wear& compensation or disability compensation. Tlaeeno unpaid wages, salaries, bonuses
commissions, or other amounts owed to any emplof&martFinancial or SmartBank or any of their Sdiasies.

(iii) To the Knowledge of the SmartFinand?arties, no director, officer, employee, indepartccontractor, or
consultant of or to SmartFinancial or SmartBankamy of their Subsidiaries, is a party to or isestvise bound by any Contract, including
without limitation any confidentiality, non-comptbin, non-solicitation, or proprietary rights agmeent, that could adversely affect the ability
of SmartFinancial or SmartBank, or any of their Sdlaries, to conduct its business as currenthdooted.

(iv) Neither SmartFinancial nor SmartBan&r any of their Subsidiaries, has classified aagsén as an
“independent contractor” or any similar status winader applicable Law or the provisions of any Skiaancial Benefit Plan (as defined
below), should have been classified as an empldyeiher SmartFinancial nor SmartBank, nor anyhefrt Subsidiaries, has any liability for
improperly excluding any Person who provides owvpated services to SmartFinancial or SmartBank,ngr @ their Subsidiaries, in any
capacity from participating in any SmartFinanciangfit Plan.

(v) None of the officers or employees ofa@8tFinancial or SmartBank ( or any of their Sulasids) have
informed SmartFinancial or SmartBank ( or their Sdlaries) of their intent, and the SmartFinanBiaities do not have Knowledge that any o
the officers or employees of SmartFinancial or SBemk ( or any of their Subsidiaries) have an ititan) to terminate their employment
relationship with SmartFinancial or SmartBank (oeit Subsidiaries) during the next 12 months.

(vi) There is no pending or, to the Knowledy the SmartFinancial Parties, threatened sttipm claim, or
legal, administrative, arbitration, or other pratieg by or on behalf of any current or former enygle of SmartFinancial or SmartBank or any
of their Subsidiaries, including without limitati@my suit, action, claim, or legal, administratiggyitration, or other proceeding alleging
noncompliance with applicable Laws respecting emplent, employment practices, or terms and conditafremployment, but excluding
workers’ compensation matters, and there are rte taccircumstances that could reasonably be eggdotgive rise to any such suit, action,
claim, or legal, administrative, arbitration, ohet proceeding.
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(s) Benefit Plans

0] Set forth oschedule 5.2(s)(ipf the SmartFinancial Disclosure Memorandum isua,tcorrect, and
complete list of all pension, retirement, stockiapt stock purchase, stock ownership, savingsksappreciation right, profit sharing, deferred
compensation, consulting, bonus, group insurareasrance, change of control, fringe benefit, ineenicafeteria or Code Section 125, welf
and other benefit plans, contracts, agreementsaaadgements, including without limitation “empémybenefit plans” as defined in Section 3
(3) of ERISA, incentive and welfare policies, camts, plans, and arrangements, including spliddifie insurance arrangements, and all trust
agreements and funding arrangements related thevbich are or have been maintained by, contribtag@r required to be contributed to), or
sponsored by SmartFinancial or SmartBank or an BR\ffiliate with respect to any present or formérettors, officers, or employees of
SmartFinancial or SmartBank or any of their Sulasids (herein referred to collectively as the * &iFi@aancial Benefit Plany, including any
and all plans or policies offered to employeesmB8Financial or SmartBank, or any of their Sulssigis, with respect to which
SmartFinancial or SmartBank or an ERISA Affiliat@stclaimed or is claiming the safe harbor for “vaéry plans'under ERISA for group ar
group-type insurance arrangements (* SmartFinaioaintary Plans). The SmartFinancial Parties have previously\detd or made
available to the Cornerstone Parties true, coreett,complete copies of all plans, contracts, agess, arrangements, and other documents
referenced irfschedule 5.2(s)(ipf the SmartFinancial Disclosure Memorandum, alaitfy, where applicable, copies of the IRS Form 5&f10
the most recently completed year. There has be@mnouncement or commitment by SmartFinancial car@ank, or any of their
Subsidiaries, to create any additional SmartFirsrienefit Plan, to amend any SmartFinancial Beémdéin (except for amendments required
by applicable Law which do not materially increéise cost of such SmartFinancial Benefit Plan) paetminate any SmartFinancial Benefit
Plan. Each SmartFinancial Benefit Plan that pravide the payment of “deferred compensation,” idatg any employment agreement
between SmartFinancial or SmartBank, or any of tBabsidiaries, and any employee, complies in allemial respects with Section 409A of
the Code.

(i) There is no pending, threatened, ap&eted claim, litigation, action, administrativetian, suit, audit,
arbitration, mediation, or other proceeding relgtio any SmartFinancial Benefit Plan. All of the &tiinancial Benefit Plans comply in all
material respects with applicable requirementsRIFA and the Code and other applicable Laws (irinlyigvithout limitation the portability,
privacy, and security provisions of the Health hasice Portability and Accountability Act of 199BgtPatient Protection and Affordable Care
Act of 2009; the coverage continuation requiremenEitle X of the Consolidated Omnibus Budget Raegibation Act of 1985; the Family ar
Medical Leave Act; the Mental Health Parity Actl®&96; the Mental Health Parity and Addiction Equist of 2008; the Uniformed Services
Employment and Reemployment Rights Act; the Newsaand Mothers’ Health Protection Act of 1996; tMemen’s Health and Cancer
Rights Act; and the Genetic Information Nondiscnation Act of 2008), and have been establishedptaiaied, and administered in
compliance, in all material respects, with all apgible requirements of ERISA and the Code and atpplicable Laws and the terms and
provisions of all documents, contracts, or agreamestablishing the SmartFinancial Benefit Planguwsuant to which they are maintained or
administered. No audit of any SmartFinancial Berfean by the IRS or the United States Departm&habor is ongoing or threatened or was
ongoing, threatened, or closed since June 30, Zire has occurred no “prohibited transaction"d@fined in Section 406 of ERISA or
Section 4975 of the Code) with respect to any Samsahcial Benefit Plan that is likely to result ar,has already resulted in, the imposition of
any penalties or Taxes upon SmartFinancial or 8aak, or any of their Subsidiaries, under SectidB(b of ERISA or Section 4975 of the
Code.
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(iii) No liability to the Pension Benefit @ranty Corporation has been, or is expected bgthartFinancial
Parties or their Subsidiaries to be, incurred wétspect to any SmartFinancial Benefit Plan thatilgect to Title IV of ERISA (a “
SmartFinancial Pension Pl&n or with respect to any “single-employer pla@as(defined in Section 4001(a) of ERISA) currentiyarmerly
maintained by SmartFinancial or SmartBank or any3RAffiliate. No SmartFinancial Pension Plan had“accumulated funding
deficiency” (as defined in Section 302 of ERISAhather or not waived, as of the last day of thearttie most recent plan year ending prior
to the date hereof; the fair market value of treetssof each SmartFinancial Pension Plan exceedzdisent value of the “benefit
liabilities” (as defined in Section 4001(a)(16)ERISA) under such SmartFinancial Pension Plan #éiseoénd of the most recent plan year
ending prior to the date hereof, calculated orbtnsis of the actuarial assumptions used in the reastt actuarial valuation for such
SmartFinancial Pension Plan as of the date heaadfno notice of a “reportable event” (as define8éction 4043 of ERISA) for which the 30-
day reporting requirement has not been waived baa bequired to be filed for any SmartFinancialdkamPlan within the 12-month period
ending on the date hereof. Neither SmartFinan@alSmartBank, nor any of their Subsidiaries, hasigied, or is required to provide, security
to any SmartFinancial Pension Plan or to any siagi@loyer plan of an ERISA Affiliate pursuant toc8en 401(a)(29) of the Code. Neither
SmartFinancial nor SmartBank, nor any of their $libses or any ERISA Affiliate, has contributeddobeen obligated to contribute to any
“multiemployer plan,” as defined in Section 3(37T)ERISA.

(iv) Each SmartFinancial Benefit Plan ttgan “employee pension benefit plan” (as define8dntion 3(2) of
ERISA) and which is intended to be qualified un8ection 401(a) of the Code (a “ SmartFinancial @iedl Plan”) has received a current
favorable determination letter from the IRS (orthe case of an IRS pre-approved plan, the presapgrplan has a current IRS opinion or
advisory letter upon which the SmartFinancial Rartire entitled to rely under applicable IRS guiggnand to the Knowledge of the
SmartFinancial Parties there are no facts or cistantes that could result in the revocation ofargh favorable determination letter. Each
SmartFinancial Qualified Plan that is an “emplogask ownership plan” (as defined in Section 4913jeof the Code) has satisfied all of the
applicable requirements of Sections 409 and 4975(ej the Code and the regulations thereundell material respects, and any assets of an
such SmartFinancial Qualified Plan that, as of¢hé of the most recent plan year, are not allocatgarticipants’ individual accounts are
pledged as security for, and may be applied tafyatiny securities acquisition indebtedness.

(v) Neither SmartFinancial nor SmartBante, any of their Subsidiaries, has any obligatiarspost-retirement
or post-employment benefits under any SmartFindBaaefit Plan that cannot be amended or terminapeth 60 days or less notice without
incurring any liability thereunder, except for coage required by Part 6 of Title | of ERISA or Sent4980B of the Code or similar state La
the cost of which is borne by the insured individua

(vi) All contributions and payments (both@oyer and employee) required to be made with Egpeany
SmartFinancial Benefit Plan by applicable Law oramy plan document or other contractual undertagkdng all premiums due or payable
(both employer and employee) with respect to instegolicies funding any SmartFinancial BenefitPfar any period through the date
hereof have been timely made or paid in full bydpelicable due date, with extensions, or to therenot required to be made or paid on or
before the date hereof, have been fully reflectegserved against in the Interim SmartFinanciabRcials to the extent required by GAAP or
regulatory accounting requirements. Each SmartEiaaBenefit Plan that is an employee welfare biépddin under Section 3(1) of ERISA
either (A) is funded through an insurance compamgract and is not a “welfare benefit fundithin the meaning of Section 419 of the Cod
(B) is unfunded. Any unfunded SmartFinancial Benlekan pays benefits solely from the general asdfesnartFinancial or SmartBank, or
their applicable Subsidiary, for which arrangentéetestablishment of a trust under ERISA is notiiregl. All unfunded benefits for which
claims have been filed under a SmartFinancial BeR&in have been or are being processed for payonatherwise adjudicated in
accordance with the terms of the applicable Smaatitial Benefit Plan and paid (to the extent payrisedue), or will be paid, within the
customary, normal, and routine claims processimgmayment time frames followed by the SmartFindrigenefit Plan and as required by
ERISA. No unfunded SmartFinancial Benefit Planetirdjuent in the payment of benefits, and neithmea&Financial nor SmartBank, nor any
of their Subsidiaries, is delinquent in makingraguired contributions to any such unfunded Smaaiftial Benefit Plan so that the
SmartFinancial Benefit Plan can pay benefits dmaly basis.
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(vii) All required reports, notice, disclosst and descriptions (including without limitatiBarm 5500 annual
reports and required attachments, Forms 1099-Rnysugnannual reports, Forms PBGC-1, and summarygsaariptions) have been filed or
distributed in accordance with applicable Law witpect to each SmartFinancial Benefit Plan. Ajureed Tax filings with respect to each
SmartFinancial Benefit Plan have been made, and’args due in connection with such filings havenbe&d. Since June 30, 2011, neither
SmartFinancial nor SmartBank, nor any of their $libses, has filed or been required to file wile iRS a Form 8928 in order to self-report
any health plan violations which are subject toigxtaxes under applicable provisions of the Cadd,to the Knowledge of the SmartFinan
Parties there are no facts or circumstances theédl ceasonably be expected to result in SmartFiahoc SmartBank, or any of their
Subsidiaries, being required by the Code to filg such Form 8928.

(viii)  Except as set forth dBchedule 5.2(s)(viiipf the SmartFinancial Disclosure Memorandum, neithe
SmartFinancial nor SmartBank, nor any of their $dibses, is a party to or bound by any Contraatl{iding without limitation any severance,
change of control, or employment agreement) thtt &8 a result or consequence of the executiatetivery of this Agreement, shareholder
approval of this Agreement or the transactions @mpiated hereby, or the consummation of the traioges; including the Merger,
contemplated hereby, either alone or in connedtiitim any other event, (A) entitle any current omfier director, officer, employee, or
independent contractor of SmartFinancial or SmarkBar of any of their Subsidiaries, to severanag gr change of control or other benefits,
or any increase in severance pay or other benefits) any termination of employment or of such Caettafter the date hereof, (B) accelerate
the time of payment or vesting or trigger any paytroe funding (through a grantor trust or othenyigecompensation or benefits under,
increase the amount payable under, or trigger athdvawal liability under or any other material mjation pursuant to, any of the
SmartFinancial Benefit Plans, (C) result in anyaloteor violation of, or a default under, any of 8reartFinancial Benefit Plans, or (D) resu
the payment of any “excess parachute paymentsimitie meaning of Section 280G of the Code.

(ix) Persons being provided coverage iorater each SmartFinancial Benefit Plan are destiibeuch
SmartFinancial Benefit Plan as being eligible foverage under such SmartFinancial Benefit Plan nafttier SmartFinancial nor SmartBank,
nor any of their Subsidiaries, has any liability fimproperly including any Person as a particigargny SmartFinancial Benefit Plan in which
such Person is or was not eligible for coverage.

(x) All of the SmartFinancial Benefit Pfaare nondiscriminatory with respect to eligibilitgd benefits under
applicable provisions of the Code and other Laws.

(xi) All SmartFinancial Voluntary Plans isy the regulatory safe arbor requirements pravidg ERISA in

order for such SmartFinancial Voluntary Plans t@besidered not to be or to have been establigpethsored, or maintained by
SmartFinancial or SmartBank or any of their Sulagids and not to constitute an “employee benédib’psubject to ERISA.
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® Properties.

0] Set forth oschedule 5.2(t)(i)of the SmartFinancial Disclosure Memorandum isia,tcorrect, and
complete list of all real property owned or leabgdSmartFinancial or SmartBank, or any of their Sdiaries, as of the date of this Agreement
(including without limitation property carried ohe books of SmartBank as “Other Real Estate Owné&ittjartFinancial and SmartBank and
each of their Subsidiaries have good and marketalgeo all real property owned by them (inclugiany property acquired in a judicial
foreclosure proceeding or by way of a deed in ¢ieforeclosure or similar transfer), in each case fand clear of any and all Liens, except
Liens for current Taxes and assessments not yeamdipayable for which adequate reserves havedstehlished. Each lease pursuant to
which SmartFinancial or SmartBank or any of theibSdiaries leases real property is valid and Inigdind in full force and effect, and neither
SmartFinancial nor SmartBank nor any of their Sdilasies, nor any other party to any such leas@, iseach or default under or in violation
any provision of any such lease. The SmartFinafmaalies have previously delivered or made aval#abthe Cornerstone Parties a true,
correct, and complete copy of each such leasajdivd any amendments thereto. All real property edvar leased by SmartFinancial or
SmartBank, or any of their Subsidiaries, is in gooddition (normal wear and tear excepted), confowith all applicable ordinances,
regulations, and zoning and other Laws, and isorestsly considered by the SmartFinancial Partidsetadequate for the current business o
SmartFinancial Parties and their Subsidiaries. Nufrtbe buildings, structures, or other improversdatated on any real property owned or
leased by SmartFinancial or SmartBank, or any eif tBubsidiaries, encroaches upon or over any m@idpiparcel of real estate or any easer
or right-of-way.

(i) None of the real property owned orded by SmartFinancial or SmartBank, or any of tBeipsidiaries, nor
any building, structure, fixture, or improvemengtbon, is the subject of, or affected by, any comuiion, taking, eminent domain, or inverse
condemnation proceeding currently instituted orddegp, and the SmartFinancial Parties have no Kndgéehat any of such real property, or
any such building, structure, fixture, or improverpevill or may the subject of, or affected by, auch proceeding. Neither SmartFinancial
SmartBank, nor any of their Subsidiaries, has @gpeed any restriction in access to or from putdids or any restriction in access to any
utilities, including water, sewer, gas, electralephone, drainage, and other utilities used byr&timancial or SmartBank or any of their
Subsidiaries in the operation of their businesgrasently conducted; there is no pending or, tdh@wledge of the SmartFinancial Parties,
threatened governmental action that could prolibibterfere with such access; and, to the Knowdealithe SmartFinancial Parties, no fact or
condition exists which, with the passage of time¢hergiving of notice or both, may result in themaation, reduction, or impairment of such
access.

(iii) SmartFinancial and SmartBank and ti&ibsidiaries have good and marketable title tpedbonal property
owned by them, in each case free and clear of adyH Liens. Each lease pursuant to which Smaatiiial or SmartBank, or any of their
Subsidiaries, leases, as lessee, personal prapesdlid and binding and in full force and effeahd neither SmartFinancial nor SmartBank, no
any of their Subsidiaries, nor any other partyrig such lease, is in default under or in breachiaation of any provision of any such lease.
The personal property owned or leased by SmartEiaband SmartBank and their Subsidiaries is indgoandition, normal wear and tear
excepted, and is sufficient for the carrying orthaf business of SmartFinancial and SmartBank agid $ubsidiaries in the ordinary course
consist with past practice.
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(u) Environmental Matters

0] Each of the properties of SmartFinahaind SmartBank and their Subsidiaries, the Srimeti€ial
Participation Facilities, and to the Knowledge e SmartFinancial Parties the SmartFinancial Laapétties are, and, as applicable, have
been during the period of SmartFinancial’s or SBank’s, or their Subsidiaries’, ownership or opemathereof, in compliance with all
Environmental Laws. There is no suit, claim, actid@mand, executive or administrative order, dive¢investigation, or proceeding pending
or, to the Knowledge of the SmartFinancial Partieseatened against SmartFinancial or SmartBan&ngrof their Subsidiaries, or any
SmartFinancial Participation Facility (A) for alledy noncompliance (including by any predecessot) witliability under any Environmental
Law or (B) relating to the presence of or release the environment of any Hazardous Material, Wwaebr not occurring at or on a site owned
leased, or operated by SmartFinancial or SmartBan&ny of their Subsidiaries, or any SmartFindreaticipation Facility. To the
Knowledge of the SmartFinancial Parties, thereoisuit, claim, action, demand, executive or adniaisve order, directive, investigation, or
proceeding pending or threatened against or rglatimny SmartFinancial Loan Property (or Smarti@ie or SmartBank, or any of their
Subsidiaries, in respect of any SmartFinancial UBeosperty) and (A) relating to alleged noncomplafiocluding by any predecessor) with or
liability under any Environmental Law or (B) reladj to the presence of or release into the envirommieany Hazardous Material, whether or
not occurring at or on a SmartFinancial Loan Prigp@&either SmartFinancial nor SmartBank, nor ahtheir Subsidiaries, has received any
notice, demand letter, executive or administratikger, directive, or request for information fromyaGovernmental Entity or other third party
indicating that it may be in violation of or haveydiability under any Environmental Law.

(i) Except as set forth @chedule 5.2(u)(ii)of the SmartFinancial Disclosure Memorandum, tiaeeeno
underground storage tanks at or on any propertie®ed or operated by SmartFinancial or SmartBankngrof their Subsidiaries, or any
SmartFinancial Participation Facility, and neitBenartFinancial nor SmartBank nor any of their Sdilbasies, nor to the Knowledge of the
SmartFinancial Parties any other Person, has clesesmoved any underground storage tank on or loynproperty owned or operated by
SmartFinancial or SmartBank, or any of their Sulasids, or any SmartFinancial Participation Fagilit

(iii) During the period of (A) the SmartFimgial Parties’ and their Subsidiaries’ ownershipperation of their
respective properties and (B) the SmartFinancigid¢®aor their Subsidiaries’ participation in theanagement of any SmartFinancial
Participation Facility, there has been no contationaby or release of Hazardous Materials in, axar, or affecting such properties, excep
releases of Hazardous Materials, individually othie aggregate, in quantities below the level atkvthey were regulated under any
Environmental Law in effect at the time of sucteesle(s). To the Knowledge of the SmartFinanciaidzaiprior to the period of (A) the
SmartFinancial Parties’ or their Subsidiaries’ ovamé or operation of any of their respective prtips or (B) the SmartFinancial Parties’ or
their Subsidiaries’ participation in the managenafrany SmartFinancial Participation Facility, thevas no contamination by or release of
Hazardous Material in, on, under, or affecting spabperties, except for releases of Hazardous liddgeindividually or in the aggregate, in
guantities below the level at which they were ratgd under any Environmental Law in effect at theetof such release(s).

(iv) The SmartFinancial Parties and theibSdiaries have all permits, licenses, consentigrsr authorizations,
and approvals required by the Environmental Lawste use and occupancy of, and for all operatéomsactivities conducted on, any
properties owned, leased, operated, or occupigbidgmartFinancial Parties or their Subsidiaried, the SmartFinancial Parties and their
Subsidiaries are in compliance in all material eetp with all such permits, licenses, consentersrdauthorizations, and approvals. All such
permits, licenses, consents, orders, authorizatams approvals were duly issued, are in full fand effect, and will remain in full force and
effect as of and after the Effective Time.
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(v) Fairness Opinion The board of directors of SmartFinancial hasivetefrom Hovde Group, LLC an opinion to the
effect that, as of the date of such opinion andgezuitbo the assumptions and qualifications sehftrerein, the Exchange Ratio is fair from a
financial point of view to the holders of SmartRical Common Stock.

(w) Broker Fees Except as set forth @dchedule 5.2(wpf the SmartFinancial Disclosure Memorandum, neithe
SmartFinancial nor SmartBank, nor any of their $libses, nor any of their respective officers.edtors, employees, or agents, has employe
any broker, investment banker, or finder or incdraay liability (whether contingent or otherwise) iny financial advisory, investment
banking, brokerage, or finderfees, commissions, or expenses, and no brokerstiment banker, or finder has acted directly diractly for or
on behalf of SmartFinancial or SmartBank or anthefr Subsidiaries, in connection with this Agreeiner the transactions contemplated
hereby.

(x) Loan Matters.

0] All Loans held by SmartFinancial or &Bank or any of their Subsidiaries were madegfayd, valuable,
and adequate consideration in the ordinary courbesiness and in accordance with sound bankingtipess, and none of such Loans are
subject to any defenses, setoffs, or counterclameijding without limitation any of such as aréoafled by usury or truth in lending Laws,
except, however, such as may be provided by batdyumsolvency, or similar Laws or by general gipies of equity. The promissory notes
or other evidences of indebtedness evidencing kaahs and all pledges, mortgages, deeds of tmgdtpther collateral documents and sect
agreements related thereto are legal, valid, bqydind enforceable.

(i) Except as set forth @&chedule 5.2(x)(ii)of the SmartFinancial Disclosure Memorandum, neithe terms
of any Loan held, originated, made, administeredgeoviced by SmartFinancial or SmartBank or anthefr Subsidiaries, any of the
documentation for any such Loan, the manner in lwvhity such Loan has been administered or servicedsmartFinancial’'s or SmartBank’s
or their Subsidiaries’ practices of approving gecéing Loan applications violate any Law appli@tiiereto, including without limitation the
Truth in Lending Act, Regulation B, Regulation @gdaRegulation Z of the Federal Reserve, the CR& Btual Credit Opportunity Act, and
any state Laws relating to consumer protectiontallment sales, and usury.

(iii) The SmartFinancial Parties’ allowarfoe loan and lease losses is, and shall be asdtfective Time, in
compliance with their existing methodology for detaing the adequacy of their allowance for load ase losses as well as the standards
established by applicable Governmental Entitiestaed=inancial Accounting Standards Board, anchésshall be adequate under all such
standards.

(iv) Except as set forth @chedule 5.2(x)(ivof the SmartFinancial Disclosure Memorandum, ndrteé®
Contracts pursuant to which SmartFinancial or SBaark or any of their Subsidiaries has sold Loangamis of Loans, or participations in
Loans or pools of Loans, contain any liability ddigation on the part of SmartFinancial or SmartBanany of their Subsidiaries to repurch
such Loans or interests therein.

(v) Set forth oschedule 5.2(x)(vpf the SmartFinancial Disclosure Memorandum isia,tcorrect, and
complete list of all Loans, as of the date herbgfSmartFinancial or SmartBank or any of their Sdibsies to any director, executive officer,
or principal shareholder (as such terms are defim&gulation O of the Federal Reserve (12 C.P&t 215)) of SmartFinancial or SmartB
or any of their Subsidiaries. All such Loans arg] ere originated, in compliance with all applieabaws.
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(vi) Set forth or8chedule 5.2(x)(vipf the SmartFinancial Disclosure Memorandum isua,tcorrect, and
complete listing, as of November 30, 2014, by aotoft (A) each borrower, customer, or other Pernsbin has notified SmartFinancial or
SmartBank or any of their Subsidiaries during thetd2 months of, or has asserted against Smantttaiar SmartBank or any of their
Subsidiaries, any “lender liability” or similar @fa; and (B) all Loans of SmartFinancial and SmantiBand their Subsidiaries (1) that are
contractually past due 90 days or more in the paymgprincipal and/or interest, (2) that are om+azcrual status, (3) that are classified as
“special mention,” “substandard,” “doubtful,” “lo$sr words of similar import, (4) where the intsteate terms have been reduced and/or the
maturity dates have been extended subsequent twithieation of the Loans due to concerns regardtirgborrowers’ ability to pay in
accordance with the Loans’ original terms, or (Beve a specific reserve allocation exists in cotioe¢herewith; and (C) all assets classified
by SmartFinancial or SmartBank or any of their Sdibsies as real estate acquired through forectsuiin lieu of foreclosure, including in-
substance foreclosures, and all other assets tlyrtaid that were acquired through foreclosuréndieu of foreclosure, in each case including
the book value thereof as of November 30, 2014.

) Material Interests of Certain Person&xcept for deposit and loan relationships entéreglin the ordinary course
of business and as otherwise set fortfSohedule 5.2(ypf the SmartFinancial Disclosure Memorandum , noeni or former officer or
director of SmartFinancial or SmartBank or anyh#it Subsidiaries, or any family member or Affigatf any such Person, has any material
direct or indirect interest in any Contract or pedp, real or personal, tangible or intangible,usfed in or pertaining to the business of, or
owned or leased by SmartFinancial or SmartBankgrad their Subsidiaries.

(2) Insurance. Set forth orSchedule 5.2(zpf the SmartFinancial Disclosure Memorandum isua,tcorrect, and
complete list of all policies of insurance currgrtibld or maintained by or providing coverage foréBtFinancial or SmartBank or any of their
Subsidiaries, including without limitation bank-oedlife insurance (collectively, the * SmartFinaaidnsurance Polici€, including for each
such SmartFinancial Insurance Policy (i) the naftb@insurer, (ii) the named insured(s), (iii) theture of the coverage, (iv) the policy limits
(on a per occurrence and aggregate basis), (\grtheal premiums, and (vi) the expiration date. $faancial and SmartBank and their
Subsidiaries are insured with reputable insureasrasg such risks and in such amounts as are custand prudent in accordance with indut
practices. All of the SmartFinancial Insurance &e# are in full force and effect, neither Smaréricial nor SmartBank nor any of their
Subsidiaries is in default thereunder, and no efraatoccurred which, with notice or lapse of tim&éath, would constitute a default or pern
termination, modification, or acceleration undey afithe SmartFinancial Insurance Policies; allhprens due and payable with respect to the
SmartFinancial Insurance Policies have been tiraptyfully paid; and all claims thereunder have bided in a timely fashion. There is no
claim for coverage by SmartFinancial or SmartBan&ry of their Subsidiaries pending under any ef$imartFinancial Insurance Policies as
to which coverage has been questioned, deniedsputeéd. Neither SmartFinancial nor SmartBank myr @ their Subsidiaries has received
notice of any threatened termination of, materiahmium increase with respect to, or material aftemneof coverage under any of the
SmartFinancial Insurance Policies.
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(aa) Investment Securities; DerivativeExcept for restrictions that exist for securitieat are classified as “held to
maturity,” none of the investment securities hgfd3martFinancial or SmartBank or any of their Sdiasies are subject to any restriction
(whether contractual, statutory, or otherwise) traatld materially impair the ability of the entityplding such investment securities freely to
dispose of such investment securities at any thieéther SmartFinancial nor SmartBank nor any ofrtBebsidiaries is a party to or has agreec
to enter into any exchange-traded or overdbenter equity, interest rate, foreign exchangatber swap, forward, future, option, cap, floar
collar, or any other Contract that is a derivateatract (including various combinations thereof)pwns securities that (A) are referred to
generically as “structured notes,” “high risk mag derivatives,” “capped floating rate notes,"aapped floating rate mortgage derivatives”
or (B) are likely to have changes in value as alt@d interest or exchange rate changes that madljeexceed normal changes in value
attributable to interest or exchange rate changes.

(bb) Transactions in SecuritiesAll offers and sales of SmartFinancial Stock ImyaBtFinancial, and all offers and sales
of SmartBank Stock by SmartBank, were at all rad¢tisnes exempt from, or complied with, the regitn requirements of the Securities Act
and applicable state securities or “Blue Sky” LaWsither the SmartFinancial Parties nor, to thewledge of the SmartFinancial Parties, (i)
any director or officer of SmartFinancial or Smati, (ii) any Person related to any such directafficer by blood, marriage, or adoption
and residing in the same household, or (iii) angs&&who has been knowingly provided material ndtipunformation by any one or more of
any of the foregoing Persons has purchased or @otthused to be purchased or sold, any sharemaitBinancial Stock or SmartBank Stock
or other securities issued by SmartFinancial or@aak in violation of any applicable provisionfefleral or state securities Laws.

(cc) Transactions with AffiliatesAll “covered transactions” between SmartBank any “affiliate” within the meaning
of Section 23A and Section 23B of the Federal ResArct and the regulations promulgated pursuamnttbéhave been in compliance with s
provisions of Law.

(dd) Fiduciary Accounts SmartFinancial and SmartBank and their Subsikdnave properly administered all accounts
for which they serve or act as a fiduciary, inchglivithout limitation accounts for which they ses\as trustee, agent, custodian, personal
representative, guardian, conservator, or investagvisor, in accordance with the terms of all gaugg documents and applicable Laws.
Neither SmartFinancial nor SmartBank nor any ofrtBebsidiaries, nor to the Knowledge of the SmiadRcial Parties any of their or th
Subsidiaries’ respective directors, officers, opéagees, have committed any breach of trust witipeet to any fiduciary account, and the
records for each such fiduciary account are truecamrect and accurately reflect the assets of §dakiary account.

(ee) Tax Treatment of Transactiormhe SmartFinancial Parties have no Knowledgengffact or circumstance relating
to them or any of their Subsidiaries that wouldould be expected to prevent the Merger contenglayethis Agreement from qualifying as a
“reorganization” under Section 368(a) of the Code.

() CRA, Anti-Money Laundering, OFAC, and Customerrimftion Security SmartBank received a rating of
“Satisfactory” or better in its most recent exantiioia or interim review with respect to the CRA. TBmartFinancial Parties do not have
Knowledge of any facts or circumstances that wauldould be expected to cause SmartBank (i) todeendd not to be in satisfactory
compliance with the CRA and the regulations proratdd thereunder, or to be assigned a rating for @&foses by federal banking regula
of lower than “Satisfactory”; (ii) to be deemedite operating in violation of the Bank Secrecy Alsg USA PATRIOT Act, any order issued
with respect to anti-money laundering by the Unidtes Department of the Treasury’s Office of préssets Control, or any other
applicable anti-money laundering Law; or (iii) te deemed not to be in satisfactory compliance ajhlicable privacy of customer or
consumer information requirements contained infadgral or state privacy Laws, including withomiiation in Title V of the Gramm-Leach-
Bliley Act of 1999 and the regulations promulgatedreunder, as well as the provisions of the infdiom security program adopted by
SmartBank. To the Knowledge of the SmartFinancaatiBs, no non-public customer information has haisolosed to or accessed by an
unauthorized third party in a manner which couldcauld be expected to, cause SmartBank to undegai remedial action. The board of
directors of SmartBank has adopted, and SmartBaskrhplemented, an antioney laundering program that contains adequatepprbpriat
customer identification verification proceduresttbamply with Section 326 of the USA PATRIOT Achdasuch anti-money laundering
program meets the requirements of Section 352e0t#BA PATRIOT Act and the regulations thereunded 8martBank has complied in all
material respects with any requirements to fileorepand other necessary documents as requirdtedy$A PATRIOT Act and the regulatio
thereunder.
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(99) Internal Controls. SmartFinancial and SmartBank and their Subsehanave devised and maintained a system of
internal control over financial reporting sufficteo provide reasonable assurances regarding liabity of financial reporting and the
preparation of financial statements for externappses in accordance with GAAP and to provide nealsie assurances that (i) transactions ar
executed in accordance with managensegéneral or specific authorizations, (ii) tran&acs are recorded as necessary to permit preparaft
financial statements in conformity with GAAP andntaintain accountability for assets, and (jii) &8t assets is permitted only in accordz
with management’s general or specific authorizatidrere are no significant deficiencies or matevisaknesses in the design or operation of
internal controls over financial reporting whichuteh adversely affect the ability of SmartFinan@alSmartBank or their Subsidiaries to record
process, summarize, and report financial infornmatichere has occurred no fraud, whether or not niahtéhat involves management or other
employees who have a role in the SmartFinancialéd3ainternal controls over financial reporting.

(hh) Regulatory Capital SmartFinancial and SmartBank are “well-capitalizas such term is defined in 12 C.F.R.
225.2 and 12 C.F.R. 325.103, respectively.

(i) Required Shareholder Vot& he affirmative vote of holders of at least a onigy of the issued and outstanding
shares of SmartFinancial Common Stock is requioedhie approval of this Agreement and the Mergethigyshareholders of SmartFinancial
under the charter and bylaws of SmartFinancialthadCorporation Act. Approval of this Agreement dhd Merger by the holder(s) of
SmartFinancial Series A Stock is not required lgydharter or bylaws of SmartFinancial or the Coafion Act.

()] Disclosure. No representation or warranty of the SmartFinarearties contained in this Agreement, and no
statement contained in the SmartFinancial Disclsemorandum or in any certificate delivered by 8Fiaancial or SmartBank, contains
any untrue statement of a material fact or omijsraaterial fact necessary to make the statememisio@d herein and therein, in light of the
circumstances under which they were made, not adsahg.

ARTICLE VI
CONDUCT PENDING THE MERGER

Section 6.1 Bancshares and CornerstortgeBrancesExcept (i) as expressly contemplated or permittethis Agreement, (i
as required by applicable Law or at the directiba Governmental Entity, or (iii) with the prior iiten consent of the SmartFinancial Parties,
which consent will not be unreasonably withheldnirthe date of this Agreement until the Effectiven&, neither Bancshares nor Cornerstone
shall, and each of Bancshares and Cornerstonecshaié its Subsidiaries not to:

(a) Conduct its business other than inrégilar, ordinary, and usual course consisterit patst practice; fail to use
commercially reasonable best efforts to maintauh greserve intact its business organizations astbmer and other business relationships,
and retain the services of its current officers amgployees; or take any action that would adveratct or delay its ability to perform its
obligations under this Agreement or to consumntageitansactions contemplated hereby;
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(b) Incur, renew, modify, extend, or reoggte any indebtedness for borrowed money or assgmarantee, endorse, or
otherwise as an accommodation become responsibieefmbligations of any other Person, other tligthé creation of deposit liabilities in tl
ordinary course of business consistent with pasttime and (ii) Federal Home Loan Bank advancels avimaturity of not more than two years;
prepay any indebtedness or other similar arrangtssenas to cause Bancshares or Cornerstone, @f dmgir Subsidiaries, to incur any
prepayment penalty thereunder; or purchase anyebedkdeposits;

(c) Adjust, split, combine, or reclassiiyy of its capital stock; make, declare, pay, tias&le for payment any dividend
or other distribution on or in respect of its cap#tock, other than (i) dividends due and paya@l8ancshares to holders of Bancshares
Series A Stock in accordance with the terms oBhecshares Series A Stock (the “ Bancshares Peef@tock Dividend?) and (ii) dividends
by Cornerstone to Bancshares for the purpose afifigrnthe payment by Bancshares of the BancshaegerRrd Stock Dividends, expenses
incurred by Bancshares in connection with the tatisns contemplated by this Agreement, and otidinary course operating expenses of
Bancshares; grant any Person any right to acqoyeshares of its capital stock or any securitieggits convertible into or exercisable for its
capital stock, except in connection with a Finagciimansaction; issue any additional shares of ahglibck or any securities or obligations
convertible into or exercisable for any sharedtapital stock, except pursuant to the exerdi@&aacshares Options outstanding as of the
hereof or in connection with a Financing Transactir directly or indirectly redeem, purchase, mepase, or otherwise acquire any shares of
its capital stock;

(d) Other than in the ordinary course w$ihess consistent with past practice, (i) selhdfer, mortgage, encumber, or
otherwise dispose of any of its properties, assetsusiness (including without limitation “Othee& Estate Owned”) or (ii) cancel, release, ol
assign any material indebtedness or claims or waiyerights of substantial value;

(e) Make any equity investment, eitheipliychase of stock or other securities, contribuimncapital, property
transfers, or purchase of any property or asseasybther Person, or form any new Subsidiary ssalve, liquidate, or terminate any existing
Subsidiary;

) Except (i) as contemplated by Sectot(g)or (ii) as set forth oischedule 6.1(fpf the Cornerstone Disclosure
Memorandum, enter into, renew or fail to renew, athenodify, cancel, or terminate any new or exgtBornerstone Material Contract;

(9) Make, renew, increase the amountxdgred the term of, or modify any Loan, or commihtaeke, renew, increase
the amount of, extend the term of, or modify anphoexcept (i) in conformity with existing lendipgactices where the principal amount of
subject Loan does not exceed $500,000 or (ii) La@s® which Bancshares and Cornerstone, or thibisi8iaries, have binding obligations to
make such Loans (including without limitation lingfscredit and letters of credit) as of the datéhis Agreement and which are disclosed on
Schedule 6.1(gpf the Cornerstone Disclosure Memorandpmavided, however, that neither Bancshares nor Cornerstone, noohtheir
Subsidiaries, shall make, renew, increase the atafuaxtend the term of, or modify any Loan, onuuit to make, renew, increase the amc
of, extend the term of, or modify any Loan, to &wgrson if, when aggregated with all other outstagdlioans and commitments for Loans to
such Person and such Persof@mily members and Affiliates, the aggregate@pial amount of all such Loans and commitments daxiceec
$1,000,000;
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(h) Extend credit to, directly or indirggtany Person who has a Loan with Bancshares aneEstone or any of their
Subsidiaries that has been and remains classifi@hhcshares or Cornerstone (or any of their Sidrséd) or the FDIC or TDFI as “doubtful,”
“substandard,” or “special mention” or that hasrbard remains on non-accrual status (a “ Corneesiassified Borrowef), except (i) in
conformity with existing lending practices and risgary requirements and (ii) where all outstandilogins and commitments for Loans to suck
Cornerstone Classified Borrower and such Cornees@assified Borrower’s family members and Affigatdo not and would not exceed
$250,000 in the aggregate;

0] Renegotiate, renew, increase the amofjrextend the term of, or modify any Loan withto a Cornerstone
Classified Borrower, except (i) in conformity wigikxisting lending practices and regulatory requinet®@nd (ii) where all outstanding Loans
and commitments for Loans to such Cornerstone ffieg8orrower and such Cornerstone Classified Bawr’s family members and
Affiliates do not and would not exceed $250,00¢hia aggregate;

()] Except for Loans made in strict comaplie with Regulation O of the Federal Reserve (E2RC Part 215), make or
increase the amount of any Loan, or commit to nakiacrease the amount of any Loan, to any direeteecutive officer, or principal
shareholder (as such terms are defined in Regnl&t)oof Bancshares or Cornerstone or any of theis®liaries, or any entity controlled,
directly or indirectly, by any such Person;

(k) Commence any claim, action, suit, axgeeding, other than to enforce an obligation oteeBancshares or
Cornerstone or any of their Subsidiaries and iradance with past practice, or enter into any es@itint or similar agreement with respect to
any claim, action, suit, or proceeding, which cla@mtion, suit, proceeding, or settlement or odgreement (i) involves the payment by it of ar
amount in excess of $25,000 or (ii) would imposg mmaterial restriction on its business or operationthe operations of any of its
Subsidiaries;

)] Except as set forth &chedule 6.1(Ipf the Cornerstone Disclosure Memorandum, (i) iasesin any manner the
salary, wages, bonuses, compensation, or othefitseof for, or payable to any of its directoréficers, or employees (except for normal
employee wage and salary increases in the ordgwrmse of business consistent with past practitexeaeeding 3% per year on a per
employee basis), or pay any bonus, pension, regintadlowance, or contribution not required by ocraed for under any existing plan,
agreement, or arrangement to any such directdisers, or employees; (ii) become a party to, ameewew, terminate, extend, or commit to
any pension, retirement, profit-sharing, welfanegiher benefit plan, agreement, or arrangemerangremployment, severance, retention,
change of control, consulting, or other Contacthwir for the benefit of any director, officer, employee, except as required by applicable
Law; (iii) amend, modify, or revise the terms ofyasutstanding stock option or voluntarily accelertite vesting of, or the lapsing of
restrictions with respect to, any stock optionsther stock-based compensation; (iv) elect or agfoiany office with the title of executive
vice president or higher any Person who does ndtsuch office as of the date of this Agreementlect or appoint, or propose or recommenc
for election or appointment, to its board of dicgstany Person who is not a member of its boadirettors as of the date of this Agreemen
(v) hire any employee with an annualized salargl{gkng health insurance and retirement plan b&s)dfi excess of $50,000, except as me
necessary to replace an employee (other than meoffith a title of executive vice president ogthér) whose employment is terminated,
whether voluntarily or involuntarily;

(m) Amend its charter, bylaws, articleoofanization, operating agreement, or other gamgrdocuments, or enter in

any plan or agreement of consolidation, mergemesbachange, or reorganization with any Persomypietter of intent or agreement in
principle with respect thereto;
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(n) Increase or decrease the rates afdstepaid on time deposits or certificates of dépescept in the ordinary course
of business consistent with past practice;

(0) Purchase any debt security, includimatgage-backed and mortgage-related securitiber thhan United States
government and United States government agencyigeswvith final maturities of less than two years

(p) Make any capital expenditures in exaas$25,000 individually or $50,000 in the aggtegather than pursuant to
binding commitments existing on the date hereafcurrently budgeted by the Cornerstone Partigsiareach case, disclosed on
Schedule 6.1(ppf the Cornerstone Disclosure Memorandum;

(@) Establish or commit to the establishitra any new branch office, loan or deposit prdaurcoffice, or other bankir
office or facilities, or file any application or tice to relocate or close or terminate the openatiof any banking office or facilities;

(" Enter into any futures contract, optiewap agreement, interest rate cap, interesflomte or interest rate exchange
agreement, or take any other action for purposé&dfing the exposure of its interest-earning asseinterest-bearing liabilities to changes in
market rates of interest;

(s) Make any material changes in policieprocedures in existence on the date of this ément with regard to the
extension of credit, or the establishment of resemwith respect to possible loss thereon or thegehaff of losses incurred thereon,
investments, or asset/liability management, omiyn@her material banking policies or proceduresept as may be required by changes in
applicable Law or GAAP or at the direction of a @avmental Entity;

® Except with respect to foreclosureplincess as of the date of this Agreement, forealp®n or take a deed or title
any real estate without providing prior notice tle SmartFinancial Parties;

(u) Make or change any material electioreispect of Taxes, settle or compromise any naf€aix liability, agree to a
extension or waiver of the statute of limitationishwespect to the assessment, collection, or shét@tion of any Taxes, enter into any closing
agreement with respect to any Taxes or surrenderigint to claim a material Tax refund, adopt oache any method of accounting with
respect to Taxes, or file any amended Tax Return;

(v) Take any action that is intended orlddae expected to result in (i) any of the représtons or warranties of the
Cornerstone Parties set forth in this Agreemermnider becoming untrue at any time prior to the &ffe Time, (ii) any of the conditions to the
Merger set forth in Article Vilhot being satisfied, or (iii) a breach or violatiohany provision of this Agreement;

(w) Adopt or implement any change in its@unting principles, practices, or methods, othan as may be required by
GAAP or regulatory guidelines;

x) Enter into any new line of businesgtaduce any new products or services, or chargentimner in which its
investment securities or loan portfolio is clagsifor reported;

Take any action that would preventropede the Merger from qualifying as a “reorganadt within the meaning
of Section 368(a) of the Code; or

(2) Agree to do, make any commitment tpataadopt any resolutions of its board of direst@r other governing body)
in support of, recommending, or proposing any effttregoing.
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Section 6.2 SmartFinancial and SmartBeatbearancesExcept (i) as expressly contemplated or permittethis Agreement,
(ii) as required by applicable Law or at the dii@etof a Governmental Entity, or (iii) with the priwritten consent of the Cornerstone Parties,
which consent will not be unreasonably withheldnpirthe date of this Agreement until the Effectiven&, neither SmartFinancial nor
SmartBank shall, and each of SmartFinancial andr@aak shall cause its Subsidiaries not to:

(a) Conduct its business other than irrégilar, ordinary, and usual course consisterit patst practice; fail to use
commercially reasonable best efforts to maintaoh preserve intact its business organizations agtbmer and other business relationships,
and retain the services of its current officers amgployees; or take any action that would adveraffct or delay its ability to perform its
obligations under this Agreement or to consumntageitansactions contemplated hereby;

(b) Incur, renew, modify, extend, or reoggte any indebtedness for borrowed money or assgmarantee, endorse, or
otherwise as an accommodation become responsibieefmbligations of any other Person, other thigthé creation of deposit liabilities in tl
ordinary course of business consistent with pasttjme and (ii) Federal Home Loan Bank advancels avinaturity of not more than two years;
prepay any indebtedness or other similar arrangessenas to cause SmartFinancial or SmartBankgyo#their Subsidiaries, to incur any
prepayment penalty thereunder; or purchase anyebedkdeposits;

(c) Adjust, split, combine, or reclassafiyy of its capital stock; make, declare, pay, vasale for payment any dividend
or other distribution on or in respect of its capgtock, other than (i) dividends due and payagl&martFinancial to holders of SmartFinancia
Series A Stock in accordance with the terms ofRhmartFinancial Series A Stock (the * SmartFinaneigferred Stock Dividend¥ and (ii)
dividends by SmartBank to SmartFinancial for theppse of funding the payment by SmartFinanciahef $martFinancial Preferred Stock
Dividends, expenses incurred by SmartFinanciabimection with the transactions contemplated by Agreement, and other ordinary course
operating expenses of SmartFinancial; grant angdpeginy right to acquire any shares of its capitatk or any securities or rights convertible
into or exercisable for its capital stock; issug additional shares of capital stock or any se#ibr obligations convertible into or exercisable
for any shares of its capital stock, except purst@mthe exercise of SmartFinancial Options outiitagnas of the date hereof; or directly or
indirectly redeem, purchase, repurchase, or otlseratquire any shares of its capital stock;

(d) Other than in the ordinary course w$ibhess consistent with past practice, (i) selhdfer, mortgage, encumber, or
otherwise dispose of any of its properties, assetsusiness (including without limitation “Othee& Estate Owned”) or (ii) cancel, release, ol
assign any material indebtedness or claims or waiyerights of substantial value;

(e) Make any equity investment, eitheipliychase of stock or other securities, contribitncapital, property
transfers, or purchase of any property or asseasybther Person, or form any new Subsidiary ssalve, liquidate, or terminate any existing
Subsidiary;

) Except (i) as contemplated by Secta@(q)or (ii) as set forth oischedule 6.2(fof the SmartFinancial Disclosure
Memorandum, enter into, renew or fail to renew, athenodify, cancel, or terminate any new or exgt8martFinancial Material Contract;

(9) Make, renew, increase the amountxdgred the term of, or modify any Loan, or commihtaeke, renew, increase
the amount of, extend the term of, or modify anphoexcept (i) in conformity with existing lendipgactices where the principal amount of
subject Loan does not exceed $500,000 or (ii) La@s® which SmartFinancial and SmartBank, or tSalbsidiaries, have binding obligations
to make such Loans (including without limitationds of credit and letters of credit) as of the adtinis Agreement and which are disclosec
Schedule 6.2(gpf the SmartFinancial Disclosure Memorandymgvided, however, that neither SmartFinancial nor SmartBank, ngr @n
their Subsidiaries, shall make, renew, increaseatheunt of, extend the term of, or modify any Loaingommit to make, renew, increase the
amount of, extend the term of, or modify any Laanany Person if, when aggregated with all othéstanding Loans and commitments for
Loans to such Person and such Person’s family menamngl Affiliates, the aggregate principal amourdlbsuch Loans and commitments
would exceed $1,000,000;
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(h) Extend credit to, directly or indirBgtany Person who has a Loan with SmartFinanci@rartBank or any of their
Subsidiaries that has been and remains classifi@htartFinancial or SmartBank (or any of their Sdibsies) or the Federal Reserve or TDFI
as “doubtful,” “substandard,” or “special mentionr’that has been and remains on non-accrual f@tuSmartFinancial Classified Borrower
"), except (i) in conformity with existing lendingractices and regulatory requirements and (ii) wladroutstanding Loans and commitments
for Loans to such SmartFinancial Classified Borroamed such SmartFinancial Classified Borrower'sifamembers and Affiliates do not and
would not exceed $250,000 in the aggregate;

() Renegotiate, renew, increase the amofjextend the term of, or modify any Loan withto a SmartFinancial
Classified Borrower, except (i) in conformity wigikxisting lending practices and regulatory requinet®@nd (ii) where all outstanding Loans
and commitments for Loans to such SmartFinanciass€ified Borrower and such SmartFinancial Clagsiierrower’s family members and
Affiliates do not and would not exceed $250,00¢hia aggregate;

()] Except for Loans made in strict complie with Regulation O of the Federal Reserve (E2RC Part 215), make or
increase the amount of any Loan, or commit to ntakiacrease the amount of any Loan, to any direebeecutive officer, or principal
shareholder (as such terms are defined in Regnl&t)oof SmartFinancial or SmartBank or any of tt&ibsidiaries, or any entity controlled,
directly or indirectly, by any such Person;

(k) Commence any claim, action, suit, ageeding, other than to enforce an obligation otee8martFinancial or
SmartBank or any of their Subsidiaries and in ataonce with past practice, or enter into any settgnor similar agreement with respect to
claim, action, suit, or proceeding, which clainti@e, suit, proceeding, or settlement or other agrent (i) involves the payment by it of an
amount in excess of $25,000 or (ii) would imposg mmaterial restriction on its business or operationthe operations of any of its
Subsidiaries;

()] Except as set forth &chedule 6.2(Ipf the SmartFinancial Disclosure Memorandum, (@ &ase in any manner the
salary, wages, bonuses, compensation, or othefitseof for, or payable to any of its directorsficers, or employees (except for normal
employee wage and salary increases in the ordgwrmse of business consistent with past practitexeaeeding 3% per year on a per
employee basis), or pay any bonus, pension, regintadlowance, or contribution not required by ocraed for under any existing plan,
agreement, or arrangement to any such directdiserd, or employees; (ii) become a party to, ameadew, terminate, extend, or commit to
any pension, retirement, profit-sharing, welfanegiher benefit plan, agreement, or arrangemerangremployment, severance, retention,
change of control, consulting, or other Contacthwir for the benefit of any director, officer, employee, except as required by applicable
Law; (iii) amend, modify, or revise the terms ofyasutstanding stock option or voluntarily accelertite vesting of, or the lapsing of
restrictions with respect to, any stock optionsther stock-based compensation; (iv) elect or aggoiany office with the title of executive
vice president or higher any Person who does ndtsuch office as of the date of this Agreementlect or appoint, or propose or recommenc
for election or appointment, to its board of dicgstany Person who is not a member of its boadirettors as of the date of this Agreemen
(v) hire any employee with an annualized salargl{gkng health insurance and retirement plan b&s)dfi excess of $50,000, except as me
necessary to replace an employee (other than meoffith a title of executive vice president oglméer) whose employment is terminated,
whether voluntarily or involuntarily;
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(m) Amend its charter, bylaws, articleoofanization, operating agreement, or other gamgrdocuments, or enter in
any plan or agreement of consolidation, mergemesbachange, or reorganization with any Persomgpietter of intent or agreement in
principle with respect thereto;

(n) Increase or decrease the rates ofdstg@aid on time deposits or certificates of dépescept in the ordinary course
of business consistent with past practice;

(0) Purchase any debt security, includingtgage-backed and mortgage-related securitibsr than United States
government and United States government agencyiseswvith final maturities of less than two years

(P) Make any capital expenditures in egaafs$25,000 individually or $50,000 in the aggtegather than pursuant to
binding commitments existing on the date hereafsocurrently budgeted by the SmartFinancial Paaties in each case, disclosed on
Schedule 6.2(ppf the SmartFinancial Disclosure Memorandum;

() Except as set forth &hedule 6.2(qpf the SmartFinancial Disclosure Memorandum, e&haldr commit to the
establishment of any new branch office, loan orodéproduction office, or other banking officefacilities, or file any application or notice to
relocate or close or terminate the operations pftemking office or facilities;

N Enter into any futures contract, optiswap agreement, interest rate cap, interesfloate or interest rate exchange
agreement, or take any other action for purposéedfing the exposure of its interest-earning asseinterest-bearing liabilities to changes in
market rates of interest;

(s) Make any material changes in policieprocedures in existence on the date of this ément with regard to the
extension of credit, or the establishment of resewith respect to possible loss thereon or thegehaff of losses incurred thereon,
investments, or asset/liability management, omiyn@her material banking policies or proceduresept as may be required by changes in
applicable Law or GAAP or at the direction of a ®@avmental Entity;

® Except with respect to foreclosurepiiacess as of the date of this Agreement, foreaipon or take a deed or title
any real estate without providing prior noticetie Cornerstone Parties;

(u) Make or change any material electioreispect of Taxes, settle or compromise any nadf€aix liability, agree to a
extension or waiver of the statute of limitationishwespect to the assessment, collection, or dét@tion of any Taxes, enter into any closing
agreement with respect to any Taxes or surrenderigint to claim a material Tax refund, adopt oache any method of accounting with
respect to Taxes, or file any amended Tax Return;

(v) Take any action that is intended orlddae expected to result in (i) any of the représions or warranties of the
SmartFinancial Parties set forth in this Agreenmeihg or becoming untrue at any time prior to tiffedive Time, (ii) any of the conditions to
the Merger set forth in Article Vllhot being satisfied, or (iii) a breach or violatiohany provision of this Agreement;

(w) Adopt or implement any change in its@unting principles, practices, or methods, othan as may be required by
GAAP or regulatory guidelines;
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(x) Enter into any new line of businesdtaduce any new products or services, or chargentimner in which its
investment securities or loan portfolio is clagsifior reported;

Take any action that would prevenitropede the Merger from qualifying as a “reorganadtwithin the meaning
of Section 368(a) of the Code; or

(2) Agree to do, make any commitment tpataadopt any resolutions of its board of direst@r other governing body)
in support of, recommending, or proposing any effttregoing.

Section 6.3 Absence of Contrétlis the mutual intent of the Parties that @ther SmartFinancial nor SmartBank shall, by
reason of this Agreement, be deemed to contragcthyr or indirectly, Bancshares or Cornerstoneoaxercise, directly or indirectly, a
controlling influence over the management or pebabf Bancshares or Cornerstone and (ii) neithec&asares nor Cornerstone shall, by re:
of this Agreement, be deemed to control, directlindirectly, SmartFinancial or SmartBank or to exse, directly or indirectly, a controlling
influence over the management or policies of Snigaticial or SmartBank.

ARTICLE VII
COVENANTS
Section 7.1 Acquisition Proposals
(a) Each Party shall, and shall direct aselits reasonable best efforts to cause its Gabigis and its and its

Subsidiaries’ Affiliates, directors, officers, erogkes, agents, and representatives (including witlmitation any investment banker, financial
advisor, attorney, accountant, or other represgptattained by such Party or any of its Subsidgrio, immediately cease and cause to be
terminated any existing activities, discussiong@gotiations with any Person other than the diaeties hereto with respect to the possibility,
consideration, or consummation of any Acquisitisag®sal, and will use its reasonable best effarentforce, and will direct and use its
reasonable best efforts to cause its Subsidiariasé their reasonable best efforts to enforce canfidentiality or similar agreement relating to
any Acquisition Proposal, including by requestimy ather party or parties thereto to promptly natar destroy any confidential information
previously furnished by or on behalf of such Pantyany of its Subsidiaries thereunder and by sjpadijy enforcing the terms thereof in a court
of competent jurisdiction.
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(b) From the date of this Agreement uthi@ earlier of the Effective Time or the terminatiaf this Agreement in
accordance with its terms, each Party shall nat,srall direct and cause its Subsidiaries ancdhitlsits Subsidiaries’ Affiliates, directors,
officers, employees, agents, and representatimekifling without limitation any investment bankmancial advisor, attorney, accountant, or
other representative retained by such Party omditg Subsidiaries) not to, directly or indirectlyrough another Person, (i) solicit, initiate, or
encourage (including by way of furnishing inforneattior assistance), or take any other action tditi@ei or that could result in, any inquiries
discussions regarding, or the making of any propmsaffer that constitutes or could be expectetétml to, an Acquisition Proposal;

(ii) provide any non-public information or data egding such Party or any of its Subsidiaries to Ragson other than the other Parties hereto
relating to or in connection with any Acquisitiomposal or any inquiry or indication of interesatltould be expected to lead to an Acquisi
Proposal; (iii) continue or participate in any dissions or negotiations, or otherwise communigatmy way with any Person other than the
other Parties hereto, regarding any AcquisitiorpBsal; (iv) approve, endorse, or recommend, or@eeenter into, or consummate, any
indication of interest, letter of intent, or oth@ontract relating to any Acquisition Proposal ajuieing such Party to abandon, terminate, or fai
to consummate the transactions contemplated heoelpyppose to do any of the foregoing; or (v) mekauthorize any statement,
recommendation, or solicitation in support of arggAisition Proposalprovided, however, that (y) prior to the date of the SmartFinancial
Meeting, if the SmartFinancial board of directoesestmines in good faith, after consultation withautside legal and financial advisors, tha
failure to do so would cause the SmartFinanciatdboé directors to breach its fiduciary duties undpplicable Law, SmartFinancial and
SmartBank may, in response tb@na fide, written Acquisition Proposal not solicited in iaton of this_Section 7.that the SmartFinancial
board of directors determines in good faith contt# a Superior SmartFinancial Proposal, subjegtdeiding 48 hours prior written notice of
their decision to take such action to the Cornaestearties and identifying the Person making thge8ar SmartFinancial Proposal and all of
the material terms and conditions of such Sup&inartFinancial Proposal and compliance with Sectidfic), (1) furnish information with
respect to SmartFinancial and SmartBank and théisifliaries to any Person making such Superior Simancial Proposal pursuant to a
customary confidentiality agreement on terms noatriavorable to such Person than the terms containds® Confidentiality Agreement, and
(2) participate in discussions or negotiations wgiich Person regarding such Superior SmartFinaRoigdosal, and (z) prior to the date of the
Bancshares Meeting, if the Bancshares board oftire determines in good faith, after consultatigth its outside legal and financial advist
that the failure to do so would cause the Bancshamard of directors to breach its fiduciary dutiesler applicable Law, Bancshares and
Cornerstone may, in response thama fide, written Acquisition Proposal not solicited in lation of this_Section 7.that the Bancshares boz
of directors determines in good faith constitut€ugerior Bancshares Proposal, subject to providiihgours prior written notice of their
decision to take such action to the SmartFinariaties and identifying the Person making the Sap8ancshares Proposal and all of the
material terms and conditions of such Superior Bhares Proposal and compliance with Section 7,1(9)furnish information with respect to
Bancshares and Cornerstone and their Subsidiaresyt Person making such Superior Bancshares Rrlgpaisuant to a customary
confidentiality agreement on terms no more favagdblsuch Person than the terms contained in tinéidamtiality Agreement, and

(2) participate in discussions or negotiations wgiich Person regarding such Superior Bancsharge$abo

(c) In addition to the obligations of tRarties set forth above, each Party shall pron{ptthin not more than 24 hours)
advise the other Parties orally and in writingtefreceipt of any Acquisition Proposal, or any megjfor information or inquiry which could be
expected to lead to an Acquisition Proposal, aradl &kep the other Parties informed, on a currastsdy of the continuing status thereof,
including the terms and conditions thereof and @mnges thereto, and shall provide to the othdieBaany written materials received by such
Party or any of its Subsidiaries in connection ¢éth. Additionally, each Party shall contemporamsy provide or make available to the othel
Parties all materials provided or made availablany third party pursuant to this Section WHich have not been previously provided or made
available to such other Parties.

(d) For the avoidance of doubt, each Pexfyressly agrees that any breach or violatiomefrovisions of this
Section 7.1by any of its Subsidiaries or by any of its orStsbsidiaries’ Affiliates, directors, officers, eropkes, agents, or representatives
(including without limitation any investment bank&nancial advisor, attorney, accountant, or ottegresentative retained by such Party or
of its Subsidiaries) shall be deemed a breachadation of this_Section 7.4y such Party.

(e) Nothing contained in this Section hall prevent a Party or such Party’s board ofadiines from (i) taking the
actions permitted by Section 7.8@rd_Section 7.9(l)f this Agreement or (ii) informing any Person wdubmits an unsolicitedhona fide
Acquisition Proposal of such Party’s obligationsquant to this Section 7.1
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Section 7.2 Notice of Certain MatteRrior to the Effective Time, each Party shallmppdly notify the other Parties in writing
of any fact, event, occurrence, circumstance, adition known to it that (a) constitutes or hassed) or could be expected to cause, a materi
breach of any of the representations, warrant@gmants, or agreements of such Party set fotthisnPAgreementprovided, however, that no
such notification shall (i) affect the represermas, warranties, covenants, or agreements of thie&ear the conditions to the obligations of
Parties, contained in this Agreement or (ii) bended to amend or supplement the Disclosure Memorgbhyladas had, or is reasonably likely
have, either individually or taken together withather facts, events, occurrences, circumstaraesconditions known to such Party, a
Bancshares Material Adverse Effect (as to any rotquired to be given by the Cornerstone Pariea)SmartFinancial Material Adverse
Effect (as to any notice required to be given ley8martFinancial Parties); (c) would, or could kpeeted to, prohibit, impede, or materially
delay the consummation of the transactions contateglby this Agreement. Further, each Party shaithptly give notice to the other Parties
of any notice or other communication from any thpadty alleging that the consent or approval ohstinird party is or may be required in
connection with any of the transactions contemplatethis Agreement.

Section 7.3 Access and Information

(a) Prior to the Effective Time, upon re@aable notice and subject to applicable Laws redgtid the exchange of
information, the Cornerstone Parties shall, andl shase their Subsidiaries to, afford to the SiFiagncial Parties and their representatives
(including without limitation their directors, offers, and employees and financial advisors, lemgahgel, accountants, and other professionals
retained by the SmartFinancial Parties) reasorediess during normal business hours to the boe&stds (including without limitation Tax
Returns and work papers of independent auditorsyaatdrials prepared in connection with meetingthefboards of directors of Bancshares
and Cornerstone), Contracts, properties, assatgpensonnel of the Cornerstone Parties and thdisi8iaries, as well as such other informa
relating to the Cornerstone Parties or their Suases as the SmartFinancial Parties may reasomahlyest. Likewise, prior to the Effective
Time, upon reasonable notice and subject to agpédaaws relating to the exchange of informatidie, SmartFinancial Parties shall, and shall
cause their Subsidiaries to, afford to the CoroestParties and their representatives (includirtbowit limitation their directors, officers, and
employees and financial advisors, legal counsebaatants, and other professionals retained b tireerstone Parties) reasonable access
during normal business hours to the books, rec@ndtiding without limitation Tax Returns and waokpers of independent auditors and
materials prepared in connection with meetingheftioards of directors of SmartFinancial and Snaanky Contracts, properties, assets, and
personnel of the SmartFinancial Parties and thebsBliaries, as well as such other informationtiedgto the SmartFinancial Parties or their
Subsidiaries as the Cornerstone Parties may reblyoegjuest.

(b) From the date of this Agreement uthid Effective Time, each of the Cornerstone Pasdtiedl, and shall cause it
Subsidiaries to, promptly furnish to the SmartFeiahParties, and each of the SmartFinancial Pastiall, and shall cause its Subsidiaries to,
promptly furnish to the Cornerstone Parties, @ppy of any report, application, notice, schedategther document or instrument filed with or
received from any Governmental Entity, (ii) a cagyany report or other materials provided by ittsosenior management or board of direct
and (iii) such other information regarding its tr $ubsidiaries’ business, properties, asset€rsopnel as any other Party may reasonably
request, subject to the attorney-client privilefydditionally, prior to the Effective Time, each thfe Cornerstone Parties shall deliver to the
SmartFinancial Parties, and each of the SmartFiabBRarties shall deliver to the Cornerstone Ps/{ig¢ as soon as practicable, but in no even
more than 20 days, after the end of each calendater ending after the date of this Agreementgothan the last quarter of each fiscal year
ending December 31) its consolidated statemerihah€ial condition and consolidated statementaodine, comprehensive income, changes
in stockholders’ equity, and cash flows, withouated notes, for such quarter prepared in accosdauith GAAP, and (ii) as soon as
practicable, but in no event more than 60 days #iteend of each fiscal year ending after the dathis Agreement, its consolidated staten
of financial condition and consolidated statemeafisicome, comprehensive income, changes in stddkhs equity, and cash flows for such
year prepared in accordance with GA/
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(c) No investigation by the Parties orithepresentatives pursuant to this Sectionshal affect or be deemed to
modify any of the representations, warranties, nanés, or agreements of the Parties set forthisnAbreement.

Section 7.4 Regulatory Filings; Consemtd Approvals

(a) The Parties shall cooperate with esblkr and use their respective reasonable bestsftoprepare all
documentation, to effect all filings, and to obtalhpermits, consents, approvals, waivers, antiaigations of all Governmental Entities and
other third parties, including the Regulatory Appals, necessary or advisable to consummate thedvlargl the other transactions
contemplated by this Agreement. The SmartFinafaaties shall use their reasonable best effontsatike any initial application, notice, and
waiver filings required by the Federal ReserveherTDFI in connection with the Merger within 45 dagfter the date of this Agreement. Each
Party shall have the right to review in advancel, tanthe extent practicable each Party shall congth the other Parties with respect to, in
each case subject to applicable Laws relatingg¢@itthange of information, all written applicatipnsetices, and waiver requests, and any ¢
written information, submitted to any Governmeriatity or other third party in connection with ttransactions contemplated hereby. In
exercising the foregoing rights, each Party agte@st reasonably and as promptly as practicalsleh Party agrees that it shall consult witf
other Parties with respect to the obtaining opalimits, consents, approvals, waivers, and autitioizs of all Governmental Entities and other
third parties, including the Regulatory Approvalscessary or advisable to consummate the transactantemplated by this Agreement, and
each Party shall keep the other Parties reasogipiysed of the status of material matters relainpe consummation of such transactions.
Each Party further agrees to provide the otheiidawtith a copy of all written correspondence térom any Governmental Entity relating to
the Merger.

(b) Each Party agrees to, upon requestidin the other Parties with all information contng itself, its Subsidiaries,
and its directors, officers, and shareholders, elfas such other matters, as may be necessadyimable in connection with any filing, notice,
or application made or given by or on behalf oftsather Parties or any of their Subsidiaries wittiooany Governmental Entity or other third

party.

Section 7.5 Antitakeover Provisiaridancshares and Cornerstone shall take all stepsred by any applicable Law or under
any relevant agreement or other document to exemgiintinue to exempt the SmartFinancial Partlds,Agreement, and the transactions
contemplated by this Agreement from any provisiohan antitakeover nature in Bancshares’ or Cotaress charter, bylaws, or other
governing documents and the provisions of any fdarstate antitakeover Laws. Likewise, SmartFor@rand SmartBank shall take all steps
required by any applicable Law or under any releéagmeement or other document to exempt or contioexempt the Cornerstone Parties,
Agreement, and the transactions contemplated ByAthieement from any provisions of an antitakeoagure in SmartFinancial's or
SmartBank’s charter, bylaws, or other governingutheents and the provisions of any federal or statiéekeover Laws.

Section 7.6 Further Assuranc&aibject to the terms and conditions of this Agreet, each of the Parties agrees to use its
reasonable best efforts to promptly take, or cénde promptly taken, all actions, and to promplity or cause to be promptly done, all things,
necessary, proper, or advisable under applicablslta consummate and make effective the transactiontemplated by this Agreement as
expeditiously as reasonably possible, includinggi$is reasonable best efforts to obtain all nesrgsactions or non-actions, extensions,
waivers, consents, and approvals from Governmé&mtfies, effecting all necessary registrationgligations, and filings (including without
limitation filings under any applicable federalstate securities Laws), and obtaining any requimedractual consents and regulatory
approvals.
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Section 7.7 PublicityThe Parties shall consult with each other beifegeing any press release or making any publiestants
or disclosures (including without limitation writtecommunications to shareholders) with respedtivoAgreement or the transactions,
including the Merger, contemplated hereby and siatlissue any such press release or make anypsildis statements or disclosures without
the prior consent of the other Parties, which cohsball not be unreasonably withhedpvided, however, that nothing contained in this
Section 7.7 shall be deemed to prohibit a Party from making @isglosure that legal counsel to such Party detessmnecessary in order to
satisfy such Party’s disclosure obligations unggiiaable Law.

Section 7.8 Bancshares Shareholdersiivipet

€) Bancshares shall take, in accordanteapplicable Law and its charter and bylawsaation necessary to call, give
notice of, convene, and hold, as promptly as resslgrpracticable after the date on which the Regfistn Statement becomes effective under
the Securities Act, a meeting of Bancshares’ stwdelns (including any adjournment or postponemieetteof, the “ Bancshares Meetifjgfor
the purpose of Bancsharesiareholders considering and voting on approv#tiiefAgreement, the Authorized Stock Amendment,Ahreendec
and Restated Bancshares Charter, the Amended atat&kBancshares Bylaws, the Series A Redemptioenment, th®everse Stock Sp
Amendment, the Bancshares Incentive Plan, and girey matters required to be approved by Bancshaheseholders for the consummatio
the transactions contemplated hereby. Except Walptior approval of the SmartFinancial Partiesi¢iiwill not be unreasonably withheld),
other matters shall be submitted for considerabipor approval of Bancshares’ shareholders at tiecBhares Meeting. Subject to Section 7.8
(b), Bancshares and its board of directors (i) shallaimes prior to and during the Bancshares lhgetecommend to Bancshares’
shareholders the approval of this Agreement, thilnénized Stock Amendment, the Amended and ResBaadshares Charter, the Amended
and Restated Bancshares Bylaws, the Series A Reenfpmendment, the Reverse Stock Split Amendmemd, the Bancshares Incentive
Plan, and shall take all reasonable and lawfubadb solicit and obtain such approvals of Banassiahareholders, and (ii) shall not withdre
modify, or qualify in any manner adverse to the 8Financial Parties their recommendation of thiseggent, the Authorized Stock
Amendment, the Amended and Restated Bancsharete€hihe Amended and Restated Bancshares Bylaw§dties A Redemption
Amendment, the Reverse Stock Split Amendment, @Bi#éincshares Incentive Plan to Bancshares’ shaleisolor take any other action or
make any other public statement inconsistent withgecommendation (the actions prohibited by dlasse (ii) being referred to as a “
Bancshares Change of RecommendatjoNotwithstanding any Bancshares Change of Recenttation, this Agreement and the Authorized
Stock Amendment, the Amended and Restated Bancs@Gdwarter, the Amended and Restated Bancsharew8ylee Series A Redemption
Amendment, the Reverse Stock Split Amendment, hedancshares Incentive Plan shall be submittéttetshareholders of Bancshares at th
Bancshares Meeting for the purpose of Bancshahesebolders considering and voting on approvahisfAgreement, the Authorized Stock
Amendment, the Amended and Restated Bancsharete€hihe Amended and Restated Bancshares Bylaw§dties A Redemption
Amendment, the Reverse Stock Split Amendment, trecBhares Incentive Plan and any other mattersreelgio be approved by Bancshares’
shareholders for the consummation of the transasttontemplated hereby. Additionally, neither Béwacss nor Cornerstone shall submit to o
for a vote of its shareholder(s) any Acquisitiomirsal other than the transactions contemplatdtibyAgreement.
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(b) Notwithstanding the foregoing, Banasisaand its board of directors may make a Bancslt@nange of
Recommendation if, but only if:

0] The Cornerstone Parties have compheall material respects with Section 7.1

(i) The Bancshares board of directors aeiees in good faith (after consultation with araséd on the advice
of outside legal counsel) that its failure to donsmuld result in a violation of its fiduciary dusieinder applicable Law; and

(iii) In the event the Bancshares Change@fommendation stems from or is a result of, @teslin any mann
to, an Acquisition Proposal, (A) the Bancsharegth@é directors has concluded in good faith, affieing effect to all of the adjustments which
may be offered by the SmartFinancial Parties puntsigaclause (C) below, that such Acquisition Pisgda@onstitutes a Superior Bancshares
Proposal, (B) Bancshares notifies the SmartFindRaies at least five Business Days in advangts éfitention to effect a Bancshares Che
of Recommendation in response to such Superiordeames Proposal, and furnishes to the SmartFiridpaities the identity of the Person
making such Superior Bancshares Proposal and aafdpg proposed transaction agreements and at diccuments relating to such Superior
Bancshares Proposal, and (C) prior to effectingtuecshares Change of Recommendation, the CornerBarties shall, and shall cause their
financial, legal, and other advisors to, for a permf five Business Days following Bancshares’ &ty of the notice referred to in clause (B)
above, negotiate in good faith with the SmartFimgrearties (to the extent the SmartFinancial Bardiesire to so negotiate) to make such
adjustments in the terms and conditions of thise&grent so that such Acquisition Proposal ceasesrstitute a Superior Bancshares Prop

Section 7.9 SmartFinancial Sharehol8#sting.

(a) SmartFinancial shall take, in accomawith applicable Law and its charter and bylaallsaction necessary to call,
give notice of, convene, and hold, as promptlyeasonably practicable after the date on which #ngidkration Statement becomes effective
under the Securities Act, a meeting of SmartFiraiscshareholders (including any adjournment otpmsement thereof, the “ SmartFinancial
Meeting”) for the purpose of SmartFinancial’'s shareholdemssidering and voting on approval of this Agreatrand any other matters
required to be approved by SmartFinancial’s shddehs for the consummation of the transactionseroptated hereby. Except with the prior
approval of the Cornerstone Parties (which will betunreasonably withheld), no other matters dlefiubmitted for consideration by or
approval of SmartFinancial’'s shareholders at thai@mancial Meeting. Subject to Section 7.9(BmartFinancial and its board of director:
shall at all times prior to and during the Smar#ficial Meeting recommend to SmartFinancial’'s shalgshs the approval of this Agreement,
and shall take all reasonable and lawful actiosdlicit and obtain such approval of SmartFinansiahareholders, and (i) shall not withdraw,
modify, or qualify in any manner adverse to ther@ostone Parties their recommendation of this Agere to SmartFinancial’s shareholders,
or take any other action or make any other pulbitement inconsistent with such recommendationgttiens prohibited by this clause (ii)
being referred to as a * SmartFinancial Changeasfdfimendatiof). Notwithstanding any SmartFinancial Change o€&amendation, this
Agreement shall be submitted to the shareholde®&nwdrtFinancial at the SmartFinancial Meeting ffar purpose of SmartFinancial’s
shareholders considering and voting on approvttisefAgreement and any other matters required tapgpeoved by SmartFinancial's
shareholders for the consummation of the transa&@ontemplated hereby. Additionally, SmartFinalnsti@ll not submit to or for a vote of its
shareholders any Acquisition Proposal other thartridnsactions contemplated by this Agreement.

(b) Notwithstanding the foregoing, Smamtkicial and its board of directors may make a Sfiraanhcial Change of
Recommendation if, but only if:
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0] The SmartFinancial Parties have coetpln all material respects with Section 7.1

(i) The SmartFinancial board of directdetermines in good faith (after consultation witld dased on the
advice of outside legal counsel) that its faillwalod so would result in a violation of its fidugrastuties under applicable Law; and

(iii) In the event the SmartFinancial Chad&ecommendation stems from or is a result ofetates in any
manner to, an Acquisition Proposal, (A) the SmawdRcial board of directors has concluded in godd,fafter giving effect to all of the
adjustments which may be offered by the CornersRaréies pursuant to clause (C) below, that suajusition Proposal constitutes a Supe
SmartFinancial Proposal, (B) SmartFinancial naditiee Cornerstone Parties at least five Businegs Daadvance of its intention to effect a
SmartFinancial Change of Recommendation in respnsech Superior SmartFinancial Proposal, andghas to the Cornerstone Parties the
identity of the Person making such Superior Smadfcial Proposal and a copy of the proposed tréinsaagreements and all other docum:
relating to such Superior SmartFinancial Propasad, (C) prior to effecting the SmartFinancial ChanfiRecommendation, the SmartFinar
Parties shall, and shall cause their financiakllegnd other advisors to, for a period of five iBBess Days following SmartFinancial’s delivery
of the notice referred to in clause (B) above, tiag@in good faith with the Cornerstone Partiestife extent the Cornerstone Parties desires |
S0 negotiate) to make such adjustments in the tanmdsconditions of this Agreement so that such Asition Proposal ceases to constitute a
Superior SmartFinancial Proposal.

Section 7.10 Employee and Benefit Matters

€)) For a period of not less than six rherdfter the Effective Time, SmartBank will provided the Surviving
Corporation shall cause SmartBank to provide, eygse of SmartBank immediately prior to the Effeetiime who remain employed by
SmartBank after the Effective Time with compengatind benefits substantially similar, in the aggtegto that provided to such employees
immediately prior to the Effective Time (excludiagy compensation and benefits payable or acceteasta result of the transactions
contemplated by this Agreement). The SmartFinaéalefit Plans maintained by, contributed to, argmred by SmartBank prior to the
Effective Time shall at and after the Effective ®mrontinue to be maintained by, contributed to, spahsored by SmartBank, subject to their
amendment, modification, and/or termination after Effective Time in accordance with applicable Lavd the terms and provisions of all
documents, contracts, or agreements establishittgSmartFinancial Benefit Plans or pursuant to tvhiiey are maintained or administered.

(b) For a period of not less than six nharafter the Effective Time, Cornerstone will pa®j and the Surviving
Corporation shall cause Cornerstone to provide l@yaps of Cornerstone immediately prior to the &ffee Time who remain employed by
Cornerstone after the Effective Time with compeiosadnd benefits substantially similar, in the aggte, to that provided to such employees
immediately prior to the Effective Time (excludiagy compensation and benefits payable or acceteasta result of the transactions
contemplated by this Agreement). The CornerstoneeBePlans maintained by, contributed to, or spoed by Cornerstone prior to the
Effective Time shall at and after the Effective Emontinue to be maintained by, contributed to, sgahsored by Cornerstone, subject to thei
amendment, modification, and/or termination after Effective Time in accordance with applicable Lavd the terms and provisions of all
documents, contracts, or agreements establishittg@arnerstone Benefit Plans or pursuant to whiely ire maintained or administered.
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(c) This Section 7.1$hall be binding upon and inure solely to the biéléthe Parties, and nothing in this Section 7,10
express or implied, shall confer upon any othes®erny rights or remedies of any nature whatsaa@veer or by reason of this Section 7.10
Nothing contained in thiSection 7.1Q express or implied, (i) shall be construed talgigth, amend, or modify any benefit plan, program,
agreement, or arrangement or (ii) shall altermitlthe ability of the Surviving Corporation, Corstone, or SmartBank, or any of their
Affiliates, to after the Effective Time amend, miydior terminate any benefit plan, program, agresima arrangement at any time assumed,
established, sponsored, or maintained by any ofitfidhe Parties acknowledge and agree that thegioms of this Section 7.1€hall not create
any right in any employee of SmartBank or Cornerstor any of their Subsidiaries, or any other Rersmcontinued employment with the
Surviving Corporation, SmartBank, or Cornerstorraarty of their Subsidiaries (and shall not limi ttight of the Surviving Corporation,
SmartBank, or Cornerstone, or any of their Subgikato terminate the employment of any employeeny compensation or benefits of any
nature or kind whatsoever.

Section 7.11 Indemnification

(a) For a period of six years after théeEtive Time, Bancshares, as the Surviving Corpamashall indemnify, defend,
and hold harmless each of the current and formrectirs, officers, and employees of SmartFinandislermined as of immediately prior to
Effective Time (each, an_ Indemnified Patjy against any and all costs and expenses (inotuditorneys’ fees and expenses), judgments,
fines, losses, claims, damages, and liabilitiearirea in connection with any claim, action, suipgeeding, or investigation, whether civil,
criminal, administrative, or investigative, arisiagt of matters existing or occurring prior to tiective Time, whether asserted or claimed
prior to, at, or after the Effective Time, and ldhse or pertaining to the fact that he or she wdsestor, officer, or employee of
SmartFinancial or was serving at the request ofr8fimancial as a director, officer, employee, agtmitee, or partner of another corporation,
partnership, trust, joint venture, employee berpéih, or other entity, to the fullest extent stimthemnified Party would have been entitled to
be so indemnified and held harmless, subject tticgipe Law, under the charter and bylaws of Sniadificial as in effect as of the date of this
Agreement (including the provisions thereof, if arglating to advances of expenses).

(b) Any Indemnified Party wishing to claindemnification under this Section 7.1@ipon learning of any such claim,
action, suit, proceeding, or investigation, shadirpptly notify the Surviving Corporation of the sayprovidedthat the failure of the
Indemnified Party to so notify the Surviving Corgtion shall not relieve the Surviving Corporatidraay liability it may have to such
Indemnified Party if such failure does not actualhd materially prejudice the Surviving Corporatibmthe event of any such claim, action,
suit, proceeding, or investigation (whether aridiedore or after the Effective Time), (i) the Swiaig Corporation shall have the right to
assume the defense thereof and the Surviving Catiparshall not be liable to the Indemnified Pddyany legal expenses of other counsel or
any other expenses subsequently incurred by swghrnified Party in connection with the defensedb&rexcept that, (A) if the Surviving
Corporation elects not to assume such defense)af ¢Bunsel for the Indemnified Party advises haviving Corporation that there are legal
defenses available to the Indemnified Party thatd#ferent from or in addition to those availatdehe Surviving Corporation or that there are
issues which raise conflicts of interest betweenShrviving Corporation and the Indemnified Pahigttmake joint representation inappropr
the Indemnified Party may retain its own legal cgelrand the Surviving Corporation shall pay, agestants therefor are received, the
reasonable fees and expenses of such counsekftmdbmnified Party (which may not exceed one fitrany jurisdiction unless there are
multiple Indemnified Parties who have conflictsgrmerest), (ii) the Indemnified Party will coopegdh the defense thereof, (iii) the Surviving
Corporation shall not be liable for any settlemefifiected without its prior written consent, whidiai not be unreasonably withheld,
conditioned, or delayed, and (iv) the Surviving @mation shall have no obligation hereunder inehent a federal or state banking agency
court of competent jurisdiction shall determinettindemnification of an Indemnified Party in the mm&r contemplated hereby is prohibited by
applicable Law.
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(c) Prior to the Effective Time SmartFicai shall obtain, and after the Effective Time 8wrviving Corporation shall
maintain, one or more “tail” liability insurance Ilpmes providing coverage for a period of six yeafter the Effective Time for Persons who are
currently covered by SmartFinancial’s existing diogs’ and officers’ liability insurance policy policies (the “ Tail Insuranc, which Talil
Insurance shall provide for at least the same @meand coverage amounts as, and contain ternaddions no less advantageous than,
those currently provided for by SmartFinancial'sséirg directors’ and officers’ liability insurangmlicy or policiesprovided, however, that,
without the prior consent of Bancshares, SmartHi@gshall not expend for such Tail Insurance, geayear basis, an amount in excess of
250% of the annual premium(s) paid by the Smartitizd Parties for SmartFinancial’s current direst@nd officers’ liability insurance policy
or policies.

(d) In the event the Surviving Corporat@many of its successors or assigns shall coreelidith or merge with or into
any other Person and shall not be the continuireuoiiving entity of such consolidation or mergarshall transfer all or substantially all of its
properties and assets to any other Person, thdninaach such case, proper provision shall be rmadkat the successors or assigns of the
Surviving Corporation assume the obligations of$leviving Corporation set forth in this Sectiod 7.

(e) Any indemnification payments made part to this Section 7.1%are subject to and conditioned upon their
compliance with Section 18(k) of the Federal Deplrsiurance Act (12 U.S.C. § 1828(k)) and the ratjoihs promulgated thereunder by the
FDIC (12 C.F.R. Part 359).

Section 7.12 Employment Agreemenitéie Parties shall use commercially reasonabtetsffo cause each of the individuals
identified on Schedule 7.1fereto to, at or prior to the Closing, execute d@liver an employment agreement providing for sadividual’s
employment with SmartFinancial and/or SmartBankhascase may be (if executed and delivered poitiné Closing), or with Bancshares
and/or SmartBank, as the case may be (if executiba &£losing), with such employment agreementfzessede and replace any prior
employment agreement of such individual with SmagRcial and/or SmartBank, which prior employmegrieg@ment shall be cancelled and
have no further force or effect.

Section 7.13 Financing Transactiofitie Cornerstone Parties shall prior to the EiffecTime use their reasonable best efforts t
consummate and complete such Financing Transa@®nsay be necessary to facilitate the consummafitite transactions contemplated by
this Agreement, including such as may be requioeslipplement the capital of the Cornerstone Partiesder to obtain the Regulatory
Approvals. Subject to applicable Law, the Smartkaial Parties will cooperate with and assist, ®dltent reasonable, the Cornerstone P:
in connection with any such Financing Transactions.

Section 7.14 Regqistration Statement

€) As soon as reasonably practicable t#ftedate hereof, the Parties will prepare ardvfith the SEC the Joint Proxy
Statement/Prospectus and the Registration Statembith will include the Joint Proxy Statement/Ryestus), which shall comply with all of
the requirements of the Securities Act (and thesraind regulations thereunder) applicable thefetahe purpose, among other things, of
registering the Bancshares Common Stock and BaresB8LF Equivalent Stock that will be issued ttdees of SmartFinancial Common
Stock and SmartFinancial Series A Stock, respdgtiug connection with the Merger pursuant to Alitll of this Agreement. Bancshares s
use commercially reasonable efforts to cause tlggsRation Statement to become effective as sog@ragicable after the filing thereof, to
register or exempt from registration the Bancsh&tesk to be issued to holders of SmartFinanciatiStinder the securities Laws of all
applicable jurisdictions (federal and state), anllgep the Registration Statement and such retiistsaor exemptions current and in effect for
so long as is necessary to consummate the traosactbntemplated by this Agreement. Bancsharetstsnagd primary responsibility for
preparing and filing the Registration Statementyvidedthat Bancshares shall afford the SmartFinanciaidzaand their legal, financial, and
accounting advisors a reasonable opportunity teveand provide comments on (i) the Registraticate®hent, before it is filed with the SEC,
and (ii) all amendments and supplements to thedRadjon Statement and all responses to requestsiéitional information and replies to
comments relating to the Registration Statemeriorbahe same are filed with or submitted to th&€SEach Party shall deliver to the other
Parties copies of all material filings, correspamzis orders, and documents with, to, or from Gawemtal Entities, and shall promptly relay to
the other Parties the substance of any materihtoramunications with, to, or from Governmental iEes, in each case pertaining or relating
to the Registration Statement or any documentsatenals related thereto.
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(b) The Parties shall cooperate in the@aration of the Registration Statement and thet Ryioxy Statement/Prospectus
for the purpose of submitting this Agreement arelttansactions contemplated hereby (including thihérized Stock Amendment, the
Amended and Restated Bancshares Charter, the AchamdieRestated Bancshares Bylaws, the Series Anfijgi®n Amendment, the Reverse
Stock Split Amendment, and the Bancshares InceRtiar) to the shareholders of SmartFinancial amitBlaares, as applicable, for approval.
Each Party will as promptly as practicable after dlate hereof furnish all data and informationtiegato it and its Subsidiaries, and its and its
Subsidiaries’ directors, officers, and shareholdasshe other Parties may reasonably requestégpurpose of including such data and
information in the Registration Statement and/er ibint Proxy Statement/Prospectus. The SmartFaldParties expressly agree to cooperate
with Bancshares and Bancshares’ legal and accauativisors in requesting and obtaining appropogiaions, consents, and letters from its
financial advisor(s) and independent auditor(syl, imrtaking such other actions as may be reasonallyested by Bancshares, in connection
with the Registration Statement or the Joint Pr8tgtement/Prospectus. Each Party covenants anesaisgt none of the information supplied
or to be supplied by such Party for inclusion aoiporation by reference in (i) the RegistratioatSment will, at the time the Registration
Statement and/or any amendment or supplement thieeebmes effective under the Securities Act, ¢oratay untrue statement of a material
fact or omit to state any material fact requiredbéostated therein or necessary in order to maksttiiements made therein, in light of the
circumstances under which they were made, not edstg, (ii) the Joint Proxy Statement/Prospectusnyramendment or supplement thereto
will, on the date the same is first mailed to shatders of the Parties or at the time of the Sniastficial Meeting or the Bancshares Meeting,
contain any untrue statement of a material factnoit to state any material fact required to beestdherein or necessary in order to make the
statements made therein, in light of the circunttarunder which they were made, not misleadingiipany other document filed with any
Governmental Entity in connection with the trangatt contemplated by this Agreement will, at tmeetisuch document is filed, fail to comply
as to form, in all material respects, with the psmns of applicable Law. The Joint Proxy Staterfferaspectus will comply as to form, in all
material respects, with all applicable requiremerfithe Exchange Act and the rules and regulatibeseunder, except that no representation
warranty is made by any Party with respect to statés made or incorporated by reference thereiedoas information supplied by any other
Party for inclusion or incorporation by referennahe Joint Proxy Statement/Prospectus. Each Bavignants and agrees that, in the event
Party becomes aware of any information furnished that would cause any of the statements in tbgifration Statement and/or the Joint
Proxy Statement/Prospectus, or any other docuriledtvfith any Governmental Entity in connectionwihe transactions contemplated by
Agreement, to be false or misleading with respeetrty material fact, or to omit to state any matdect necessary to make the statements
therein not false or misleading, such Party wiimptly inform the other Parties thereof in writiagd take all necessary steps to correct the
Registration Statement and/or Joint Proxy StatefResgpectus, or other document, as applicable.
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Section 7.15 Amendment of Bancshares €hartd Bylaws; Option Plan

€)) As soon as reasonably practicable #ftedate of this Agreement, the board of directdrBancshares shall adopt
accordance with applicable Law and the chartertgtalvs of Bancshares, amendments to the char@anéshares (i) increasing the numbe
authorized shares of Bancshares Common Stock 89@@00 shares (the * Authorized Stock Amendnigrand (i) amending the terms of t
Bancshares Series A Stock to provide that the Bemes Series A Stock may be redeemed at the apitiBancshares at any time after March
31, 2015 (the “ Series A Redemption Amendméand together with the Authorized Stock Amendmentlectively, the “ Stock Amendments
"), such Stock Amendments to be in a form and substanteally agreed upon by the Parties. The Stock dneents shall be submitted to
shareholders of Bancshares for approval at the $bemes Meeting in accordance with Section. A8suming approval of the Stock
Amendments by the shareholders of Bancshares ordaace with applicable Law and the charter andwsglof Bancshares, prior to the
Closing Bancshares shall duly execute the Stockniments and file the same with the Tennessee SegidtState, with the Stock
Amendments to be effective prior to or at the BffecTime.

(b) As soon as reasonably practicable #fi=date of this Agreement, the board of directirBancshares shall adopt,
in accordance with applicable Law and the chamelrlaylaws of Bancshares, an amendment to the ctudrBancshares creating the
Bancshares SBLF Equivalent Stock to be issued lteh® of SmartFinancial Series A Stock in accoreanith Article 11l hereof and
determining the preferences, limitations, and iadatights of the Bancshares SBLF Equivalent Steckh amendment to be in a form and
substance mutually agreed upon by the Parties' @amcshares SBLF Equivalent Stock AmendnignPrior to the Closing Bancshares shall
duly execute the Bancshares SBLF Equivalent Stanke#dment and file the same with the Tennesseet@gcid State, with the Bancshares
SBLF Equivalent Stock Amendment to be effectivepto or at the Effective Time.

(c) As soon as reasonably practicable #ftedate of this Agreement, the board of directdrBancshares shall adopt
accordance with applicable Law and the charterbgtalvs of Bancshares, an amended and restatec@charBancshares, the same to be in a
form and substance mutually agreed upon by theéeRB4the “ Amended and Restated Bancshares Cliartehich Amended and Restated
Bancshares Charter will, among other things, (@nge the name of the corporation to “SmartFinantial” and (ii) change the address of the
principal office of the corporation to 5401 KingstBike, Suite 600, Knoxville, Tennessee 37919. Aimended and Restated Bancshares
Charter shall be submitted to the shareholdersanicBhares for approval at the Bancshares Meetiagdardance with Section 7.&ssuming
approval of the Amended and Restated BancshareteCha the shareholders of Bancshares in accoedaith applicable Law and the charter
and bylaws of Bancshares, prior to or at the Ctp&iancshares shall duly execute the Amended antiedBancshares Charter and deliver
the same for filing with the Tennessee SecretaiStafe, with the Amended and Restated BancshamadeCho be effective at or immediately
following the Effective Time.

(d) As soon as reasonably practicable #fiedate of this Agreement, the board of directdfrBancshares shall adopt,
in accordance with applicable Law and the chanmerlaylaws of Bancshares, amended and restated $ftavBancshares, the same to be in a
form and substance mutually agreed upon by théeRdthe “ Amended and Restated Bancshares Bylawdhich Amended and Restated
Bancshares Bylaws shall express state that thépaviéffective, as the bylaws of the Surviving Gogdion, at or immediately following the
Effective Time. The Amended and Restated Bancstyksvs shall be submitted to the shareholdersasfd3hares for approval at the
Bancshares Meeting in accordance with Section 7.8
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(e) As soon as reasonably practicable #ftedate of this Agreement, the board of directdrBancshares shall adopt
accordance with applicable Law and the chartergtalvs of Bancshares, an amendment to the chdrBaracshares which provides that, at
the effective time of the amendment, each foureshaf Bancshares Common Stock issued and outstamdimediately prior to the effective
time of the amendment will be, automatically antheut any action on the part of the holder(s) heeambined and converted into one share
of Bancshares Common Stock (the “ Reverse Stodk Splendment’). The Reverse Stock Split Amendment shall be faren and substance
mutually agreed upon by the Parties. The ReversekSplit Amendment shall be submitted to the dinalders of Bancshares for approval at
the Bancshares Meeting in accordance with Sect®nAssuming approval of the Reverse Stock Split Admant by the shareholders of
Bancshares in accordance with applicable Law aadliarter and bylaws of Bancshares, Bancsharddsiyaexecute the Reverse Stock Split
Amendment and file the same with the Tennesseetegrof State in order to facilitate the NASDAGling (as defined below). The
combination of issued and outstanding shares ot&wmres Common Stock to be effected by the Re&tmsk Split Amendment is sometimes
referred to in this Agreement as the “ Reverse IS8ylit .”

) As soon as reasonably practicable dffterdate of this Agreement, the board of directéBancshares shall adopt,
accordance with applicable Law and the chartergtalvs of Bancshares, the Bancshares Incentive PlemBancshares Incentive Plan shall
be submitted to the shareholders of Bancsharespfmoval at the Bancshares Meeting in accordantteSection 7.8

Section 7.16 Exchange ListinBancshares shall use its reasonable best effolits, prior to the Effective Time, on NASDAQ
(subject to official notice of issuance) the shareBancshares Common Stock to be issued in the &rMerger Consideration in accordance
with this Agreement (the * NASDAQ Listin®), and Bancshares shall give all notices to an#derall filings with NASDAQ required in
connection with the transactions contemplated herei

Section 7.17 Bancshares, CornerstoneSamattBank Directors and Officers

(a) Prior to or at the Effective Time, Bahares shall take all action necessary such tlatismmediately after the
Effective Time the board of directors of the Sumg Corporation will be composed of the 11 indivatkiset forth on Schedule 7.17(&xeto,
of which seven have been designed by the Smart&imaarties (such individuals the * Continuing StRaancial Directors) and four have
been designated by the Cornerstone Parties (sdahdnals the “ Continuing Cornerstone Direct®yrsSubject to applicable Law, for a period
of not less than three years after the Effectivadithe number of directors constituting the Sung\vCorporation’s board of directors shall be
not less than 11, with seven of such directorsetadminated or appointed by the Continuing Smaatfdral Directors (by a majority vote of
such individuals) and four of such directors tabeninated or appointed by the Continuing Cornerstimectors (by a majority vote of such
individuals).

(b) Prior to or at the Effective Time, Bahares and Cornerstone shall take all action sapesuch that William (Billy
Y. Carroll, Jr. will, at or immediately after thdf&ctive Time, be appointed to the board of direstof Cornerstone.

(c) Prior to or at the Effective Time, Stitgnancial and SmartBank shall take all actionessary such that W. Miller
Welborn will, at or immediately after the Effectiféme, be appointed to the board of directors oh8Bank.

(d) For a period of not less than threargafter the Effective Time, W. Miller Welborn #rserve as chairman and
William (Bill) Carroll, Sr. shall serve as vice-dhman of the board of directors of the Survivingr@aration, subject to such individual\nua
election or appointment to the board of directdrthe Surviving Corporation, to applicable Law, anduch individuals’ earlier death,
resignation, or removal from office.
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Section 7.18 Notice of DissenteRsghts Matters Prior to the Effective Time, the Cornerstone iearshall give the
SmartFinancial Parties prompt notice of their retef any notice, demand, or other instrument eniwmnication relating to dissenters’ rights
(including any notice of intent to demand paymardmy withdrawal of any such notice) provided byoarbehalf of any shareholder of
Bancshares pursuant to Chapter 23 of the Corporatit. Likewise, prior to the Effective Time, then@rtFinancial Parties shall give the
Cornerstone Parties prompt notice of their recgiginy notice, demand, or other instrument or comigation relating to dissenters’ rights
(including any notice of intent to demand paymaramy withdrawal of any such notice) provided byarbehalf of any shareholder of
SmartFinancial pursuant to Chapter 23 of the Carpam Act.

Section 7.19 Decisions as to Pbstnsaction MattersAny and all decisions prior to the Effective Timeto the following
matters impacting the Surviving Corporation shallnbade jointly by Bancshares and SmartFinanciah(eating through its respective board
of directors):

(a) The charters of committees of the Badrdirectors of the Surviving Corporation;
(b) The composition of committees of tloatl of directors of the Surviving Corporation;
(c) The form, terms, and provisions of anyployment or other Contract between Bancshaneifling as the

Surviving Corporation), SmartFinancial, CornerstasreSmartBank and any director, officer, or emplepf Bancshares (including as the
Surviving Corporation), SmartFinancial, CornerstameSmartBank; and

(d) Any Financing Transaction or otheritalccumulation transaction or activities neceg$ar the consummation of
the transactions contemplated by this Agreement.

ARTICLE VIII
CONDITIONS TO CONSUMMATION OF THE MERGER

Section 8.1 Conditions to Each Par@bligation to Consummate the Mergdihe respective obligation of each Party to
consummate the Merger and the other transactianteicplated by this Agreement is subject to thestattion or, to the extent permitted by
applicable Law, written waiver by such Party ptiothe Closing of each of the following conditigjagher than those conditions that by their
nature are to be satisfied at the Closing, butesithip the fulfillment or waiver of those condit&)n

(a) Shareholder Approval of Agreementhis Agreement shall have been duly approve()iie shareholders of
Bancshares in accordance with Bancshares’ chartebgaws and applicable Law and (ii) the sharetidaf SmartFinancial in accordance
with the charter and bylaws of SmartFinancial appliaable Law.

(b) Governmental ApprovalsAll approvals, consents, and waivers from or o&nmental Entities (including without
limitation the Regulatory Approvals) required tmmsammate the transactions contemplated by thisehgeat shall have been obtained and
shall be in full force and effect, and all statyteraiting periods in respect thereof shall haveiredy and no such approval, consent, or waiver
shall contain any condition, restriction, or reguirent that the SmartFinancial board of directottherBancshares board of directors reasor
determines in good faith would, individually ortime aggregate with one or more other conditiorstrictions, or requirements, materially
reduce the benefits of the transactions contengplagethis Agreement to such a degree that SmantEiab(in the case of a determination by
the SmartFinancial board of directors) or Bancshérethe case of a determination by the Bancsharesd of directors) would not have
entered into this Agreement had such conditiomésyriction(s), or requirement(s) been known athefdate of this Agreement (any such
condition, restriction, or requirement, a * Burdem® Conditiorf); provided, however, that (i) any condition, restriction, or requireme
imposed by a Governmental Entity which is custolyamposed in published orders or approvals fongections such as the Merger shall not
be deemed to be a Burdensome Condition and (@) poideclaring a Burdensome Condition and eleatioigto consummate the transactions
contemplated hereby as a result thereof, SmartEialbor Bancshares, as applicable, shall use cogiallgrreasonable efforts to negotiate w
the relevant Governmental Entity a modificationthie condition, restriction, or requirement to regltite burdensome nature thereof such that
the condition, restriction, or requirement no longenstitutes a Burdensome Condition.
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(c) No Injunction; lllegality. There shall not be in effect any order, decoeénjunction of any Governmental Entity
that enjoins or prohibits the consummation of therier, and no Governmental Entity shall have wuistd any action, suit, or proceeding for
the purpose of enjoining or prohibiting the consuation of the Merger. No Law shall have been enaaatkred, promulgated, or enforced by
any Governmental Entity which prohibits or makésgial the consummation of the Merger.

(d) Registration StatemeniThe Registration Statement, covering the Banesh@ommon Stock and the Bancshares
SBLF Equivalent Stock to be issued to holders oaBRinancial Common Stock and SmartFinancial Sexi€sock, respectively, in connecti
with the Merger, shall have become effective unterSecurities Act and no stop order suspending sffectiveness shall be in effect, and no
action, suit, proceeding, or investigation by tleC30 suspend the effectiveness of the Registr&tatement shall have been initiated,
continuing, or threatened and unresolved, andealégsary registrations, consents, approvals, ameaainder state securities Laws relating tc
the issuance of the Bancshares Stock to be issusmhinection with the Merger shall have been fidad received.

(e) Dissenting ShareholdersThe holders of not more than 7% of the outstamdimares of SmartFinancial Common
Stock and Bancshares Common Stock, taken togethike iaggregate, shall have perfected and nottiféécwithdrawn or lost their rights to
dissent from the Merger pursuant to Chapter 28@fQorporation Act.

4] Authorized Stock Amendmernithe Authorized Stock Amendment shall have bedy ajpproved by the sharehold:e
of Bancshares in accordance with applicable Lawthadharter and bylaws of Bancshares, and the shalehave been filed with the
Tennessee Secretary of State in accordance witbrdvisions of Section 7.15(a)

(9) Redemption of Bancshares Series A St@#ncshares shall have redeemed, or shall haee &lkaction necessary
or advisable for the redemption at the Effectiven&@iof, the issued and outstanding shares of Baresis®ries A Stock.

(h) SmartFinancial Series A StocmartFinancial and Bancshares shall have takectibins necessary to provide for,
and shall have received all consents, approvatbaathorizations required for, the exchange attffiective Time of the issued and outstanding
shares of SmartFinancial Series A Stock for shaf@ancshares SBLF Equivalent Stock to be issugddrform of Merger Consideration
pursuant to Section 3,1all in accordance with the charter, bylaws, atiitpgoverning documents of SmartFinancial, theseof the Treasury
SBLF Agreement, and the terms of any other agreeymmsuant to which the shares of SmartFinan@deS A Stock were issued or required
to be entered into in order to effect such exchange
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0] Financing TransactionsThe Cornerstone Parties shall have consummatédanpleted such Financing
Transactions as may be necessary to supplemeaatiital of the Cornerstone Parties in order toioktze approvals, consents, and waivers

described in Section 8.1(b)

@) Carroll Employment Agreement§Villiam (Billy) Y. Carroll, Jr. shall have enteteénto an employment agreement
with the Surviving Corporation and SmartBank prawvigfor his employment as president and chief etteewfficer of the Surviving
Corporation and SmartBank for a period of threegyedter the Effective Time, with such employmegiteiement to supersede and replace an
prior employment agreement of William (Billy) Y. @all, Jr. with SmartFinancial and/or SmartBank,iethprior employment agreement shall
be cancelled and have no further force or effedliam (Bill) Carroll, Sr. shall have entered iném employment agreement with SmartBank
providing for his employment after the Effectiveié as director of business development of SmartBaitk such employment agreement to
supersede and replace any prior employment agraevh@Villiam (Bill) Carroll, Sr. with SmartFinanciand/or SmartBank, which prior
employment agreement shall be cancelled and hatartier force or effect.

Section 8.2 Conditions to ObligationgJairnerstone Parties to Consummate the Mer@ae obligation of each of Bancshares
and Cornerstone to consummate the Merger and ltiee wansactions contemplated hereby is also sutgj¢he satisfaction or written waiver
by Bancshares and Cornerstone prior to the Clasfiregch of the following conditions (other thandbaonditions that by their nature are to be
satisfied at the Closing, but subject to the finifént or waiver of those conditions):

€)) Representations and Warranties of SmartFinanciatiPa. The representations and warranties of the
SmartFinancial Parties contained in Section 5.@@ganization and Qualificatiol), Section 5.2(c} Capitalization), Section 5.2(d)
( Authority), Section 5.2(iY Financial Statements and_Section 5.2(w)Broker Feeg shall be true and correct in all respects, extmpt
inaccuracies which, individually and in the aggtegarede minimisn both amount and impact. The representationsaancanties of the
SmartFinancial Parties contained in ArticlgiNcluding the representations and warranties @SmartFinancial Parties contained in
Section 5.2(aj Organization and Qualificatio, Section 5.2(cf Capitalization), Section 5.2(dj Authority), Section 5.2(iY Financial
Statement$, and_Section 5.2(w()Broker Feeg) shall be true and correct in all respects, ekedpere the failure of such representations and
warranties to be so true and correct has not haglsoited in, and could not reasonably be expdotédve or result in, individually or in the
aggregate, a SmartFinancial Material Adverse Effactvidedthat, for purposes of this sentence only, thoseeggmtations and warranties
containing or subject to a materiality, SmartFinah®laterial Adverse Effect, or Knowledge qualifignall be deemed not to include or be
subject to any such qualifier. For purposes of 8gstion 8.2(a) the true and correct nature of the representtioid warranties of the
SmartFinancial Parties set forth in this Agreensdatl be assessed as of the date of this Agreesmeinas of the Closing Date with the same
effect as though all such representations and wiesahad been made on and as of the Closing pateidedthat representations and
warranties which are confined to a specific datéroe shall speak only as of such date or time.

(b) Performance of Obligations of SmartFinancial PastieThe SmartFinancial Parties shall have perforaredi
complied with, in all material respects, all obligas and covenants required to be performed angplied with by them under this Agreement
prior to or at the Closing.

(c) No SmartFinancial Material Adverse EffecSince June 30, 2014, there shall not have beenaurred any
SmartFinancial Material Adverse Effect.

(d) Officers’ Certificate. The Cornerstone Parties shall have receivedtdicate, dated as of the Closing Date, signed
by the chief executive officer and the chief finmhofficer of each of SmartFinancial and SmartBaarkd otherwise in form and substance
reasonably satisfactory to the Cornerstone Pattabge effect that the conditions set forth_inct®m 8.2(a), Section 8.2(b) and_Section 8.2(c)
have been satisfied.
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(e) Third Party Consents All of the consents, approvals, and waivers ieguto be obtained by the SmartFinancial
Parties in connection with the consummation oftthasactions contemplated by this Agreement (innwevithout limitation those set forth on
Schedule 5.2(fpf the SmartFinancial Disclosure Memorandum, betweing those contemplated by Section 8.)(&hall have been obtained
and the SmartFinancial Parties shall have delivayélde Cornerstone Parties such evidence of tine se the Cornerstone Parties may
reasonably request.

() Tax Opinion of Bancshares Couns@&ancshares shall have received an opinion ofelkél Martin PLLC, legal
counsel to Bancshares, dated as of the Closingdatén form and substance reasonably satisfatwoBancshares, to the effect that, on the
basis of facts, representations, and assumptiariertie or referred to in such opinion, the Mergell qualify as a “reorganization” within the
meaning of Section 368(a) of the Code. In rendeitsigpinion, such counsel may require and relyruppresentations contained in certifici
of officers of the Cornerstone Parties and the Sfirancial Parties, reasonably satisfactory in famd substance to such counsel.

Section 8.3 Conditions to ObligationsSofiartFinancial Parties to Consummate the Mergée obligation of each of
SmartFinancial and SmartBank to consummate the &engd the other transactions contemplated hesehlgd subject to the satisfaction or
written waiver by SmartFinancial and SmartBank ptiothe Closing of each of the following conditiofother than those conditions that by
their nature are to be satisfied at the Closing shibject to the fulfillment or waiver of those clitions):

€) Representations and Warranties of Cornerstone Bsrti The representations and warranties of the Cstuoree
Parties contained in Section 4.2(®)rganization and Qualificatiol), Section 4.2(c} Capitalization), Section 4.2(dj Authority), Section 4.2
() ( Financial Statements; Internal Contrglsand_Section 4.2(w()Broker Feeg shall be true and correct in all respects, exa@pinficcuracie
which, individually and in the aggregate, deeminimisn both amount and impact. The representationsaardanties of the Cornerstone
Parties contained in Article I¥including the representations and warranties @fCbrnerstone Parties contained in Section 4.2(a)
( Organization and Qualificatiol), Section 4.2(c} Capitalization), Section 4.2(dj Authority), Section 4.2(i\ Financial Statements; Internal
Controls), and_Section 4.2(w()Broker Feeg) shall be true and correct in all respects, ekedyere the failure of such representations and
warranties to be so true and correct has not haglsoited in, and could not reasonably be expdotédve or result in, individually or in the
aggregate, a Cornerstone Material Adverse Effaclyidedthat, for purposes of this sentence only, thoseesgmtations and warranties
containing or subject to a materiality, Bancshivleserial Adverse Effect, or Knowledge qualifier 8liee deemed not to include or be subject
to any such qualifier. For purposes of this Sec8d@{a), the true and correct nature of the representatimil warranties of the Cornerstone
Parties set forth in this Agreement shall be aggkas of the date of this Agreement and as of tbsif@@ Date with the same effect as though
all such representations and warranties had bede wraand as of the Closing Dgbeovidedthat representations and warranties which are
confined to a specific date or time shall spealy @sl of such date or time.

(b) Performance of Obligations of Cornerstone PartieBhe Cornerstone Parties shall have performedtantlied
with, in all material respects, all obligations araenants required to be performed and compli¢id i them under this Agreement prior tc
at the Closing.

(c) No Bancshares Material Adverse Effecdince June 30, 2014, there shall not have beenanrred any Bancshares
Material Adverse Effect.
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(d) Officers’ Certificate. The SmartFinancial Parties shall have receivegrtificate, dated as of the Closing Date,
signed by the chief executive officer and the cFirencial officer of each of Bancshares and Castuogre, and otherwise in form and substanc
reasonably satisfactory to the SmartFinancial Esrto the effect that the conditions set fortiSiaction 8.3(a) Section 8.3(b) and_Section 8.3
(c) have been satisfied.

(e) Third Party Consents All of the consents, approvals, and waivers ireguto be obtained by the Cornerstone
Parties in connection with the consummation oftthasactions contemplated by this Agreement (irinlyevithout limitation those set forth on
Schedule 4.2(fpf the Cornerstone Disclosure Memorandum, but edietuthose contemplated by Section 8.9 (bhall have been obtained ¢
the Cornerstone Parties shall have delivered t&thartFinancial Parties such evidence of the santieeaSmartFinancial Parties may
reasonably request.

) Tax Opinion of SmartFinancial CounsebmartFinancial shall have received an opinioButfer Snow LLP, legal
counsel to SmartFinancial, dated as of the CloBiatg and in form and substance reasonably satsfaitt SmartFinancial, to the effect that,
on the basis of facts, representations, and assumspet forth or referred to in such opinion, kherger will qualify as a “reorganization”
within the meaning of Section 368(a) of the Coderendering its opinion, such counsel may requic rely upon representations contained in
certificates of officers of the SmartFinancial Regtand the Cornerstone Parties, reasonably satisfan form and substance to such counsel.

(9) Delivery of Merger ConsiderationBancshares shall have delivered, or caused tielbpered, to the Exchange
Agent a certificate or certificates, or at Bancsisaoption evidence of shares in book entry fompresenting the number of shares of
Bancshares Stock issuable to holders of SmartFHalaBtock in the form of Merger Consideration, dnhd SmartFinancial Parties shall have
received from Bancshares such evidence of the sartiee SmartFinancial Parties may reasonably reques

(h) Evidence of Charter AmendmeniBhe SmartFinancial Parties shall have receivenh fhe Cornerstone Parties si
evidence of (i) the filing of the Authorized StoBknendment and the Series A Redemption Amendmehttivé Tennessee Secretary of State
in accordance with the provisions_of Section 7.15(a) the filing of the Bancshares SBLF Equival&tbck Amendment with the Tennessee
Secretary of State in accordance with the provssifriSection 7.15(h)and (iii) the filing of the Reverse Stock Split&@ndment with the
Tennessee Secretary of State in accordance witbrtvisions of Section 7.15(a¥ the SmartFinancial Parties shall reasonablyestqu

0] Amended and Restated Bancshares Charféire Amended and Restated Bancshares Chartemhsivallbeen duly
approved by the shareholders of Bancshares in @aeoe with applicable Law and the charter and bylaf\Bancshares and Bancshares shall
have filed the same with the Tennessee SecretéBjatéd in accordance with the provisions of Sectidb(c), and the Cornerstone Parties s
have delivered to the SmartFinancial Parties suitteace of the filing of the Amended and Restatad@&hares Charter as the SmartFinancia
Parties shall reasonably request.

)] Amended and Restated Bancshares BylaWle Amended and Restated Bancshares Bylawstshadlbeen duly
approved by the shareholders of Bancshares in d&goe with applicable Law and the charter and bylafABancshares, and the Cornerstone
Parties shall have delivered to the SmartFinarf@daties such evidence of the same as the Smarti@h&arties shall reasonably request.

() Director Resignations Each member of the board of directors of Baneshaot identified on Schedule 7.17(a)
hereto as a member of the post-Merger board ottdire of the Surviving Corporation shall have delad to Bancshares a written resignation
whereby such Person resigns from the Bancshared bbdirectors effective as of the Effective Tinaad the Cornerstone Parties shall have
delivered to the SmartFinancial Parties such eider the same as the SmartFinancial Parties ireabnably request.
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)] Bancshares Incentive Plamhe Bancshares Incentive Plan shall have begnadidpted by the board of directors of
Bancshares and duly approved by the sharehold®arafshares in accordance with applicable Law hadharter and bylaws of Bancshares,
and the Cornerstone Parties shall have deliverétet&martFinancial Parties such evidence of threesss the SmartFinancial Parties shall
reasonably request.

ARTICLE IX
TERMINATION
Section 9.1 Terminatiomhis Agreement may be terminated, and the trdizseccontemplated hereby may be abandoned, at
any time prior to the Effective Time:
€) By mutual written consent of Smartficial, SmartBank, Bancshares, and Cornerstone.
(b) By the SmartFinancial Parties (prodidieat neither SmartFinancial nor SmartBank is thematerial breach of any

representation, warranty, covenant, or agreemanagwed herein), in the event of a breach by Baareshor Cornerstone of any representatior
warranty, covenant, or agreement contained inAgigement, or by the Cornerstone Parties (provibatineither Bancshares nor Cornerstone
is then in material breach of any representatiarranty, covenant, or agreement contained herieithe event of a breach by SmartFinancial
or SmartBank of any representation, warranty, caagror agreement contained in this Agreementitireecase which breach (i) would result
in the failure of any of the conditions set fonthArticle VIII and (ii) cannot be or has not been cured withidl@gs after written notice to the
breaching Party of such breach.

(c) By either the SmartFinancial Partieshe Cornerstone Parties, (i) in the event theadiwders of Bancshares fail to
approve, by the requisite vote, this AgreemenhatBancshares Meetingrovidedthat the Cornerstone Parties shall only be entitdeziercise
their right of termination under this Section 9)icif the Cornerstone Parties have complied with, tliede has been no breach or violation by
the Cornerstone Parties of, their obligations amgenants set forth in Section 7.8i) in the event the shareholders of SmartFinarfail to
approve, by the requisite vote, this AgreemenhatSmartFinancial Meetingrovidedthat the SmartFinancial Parties shall only be lectito
exercise their right of termination under this 88t9.1(c)(ii)if the SmartFinancial Parties have complied witig ¢here has been no breach or
violation by the SmartFinancial Parties of, thdifigations and covenants set forth in Section; 08(iii) in the event the holders of more than
7% of the outstanding shares of SmartFinancial Com8tock and Bancshares Common Stock, taken tagettiee aggregate, shall have
perfected and not effectively withdrawn or lostithights to dissent from the Merger pursuant t@agter 23 of the Corporation Act.
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(d) By either the SmartFinancial Partieshe Cornerstone Parties, in the event any approwasent, or waiver of or
from any Governmental Entity required to consumntla¢etransactions contemplated by this Agreemaeait Bave been denied by final and
non-appealable action of such Governmental Entigny application therefor shall have been permdyenthdrawn at the request of a
Governmental Entityprovided, however, that the SmartFinancial Parties shall not betledtto exercise their right of termination undeist
Section 9.1(d)f such denial or withdrawal shall be due to théufa of SmartFinancial or SmartBank to perfornobserve its obligations and
covenants set forth in this Agreement, and thaCtbmerstone Parties shall not be entitled to ésertheir right of termination under this
Section 9.1(d)f such denial or withdrawal shall be due to théufa of Bancshares or Cornerstone to perform @eole its obligations and
covenants set forth in this Agreement.

(e) By either the SmartFinancial Partiethe Cornerstone Parties, in the event any cawtler Governmental Entity
of competent jurisdiction shall have issued a finahappealable order enjoining or otherwise prohibitimg consummation of the transactis
contemplated by this Agreemeptpvided, however, that the SmartFinancial Parties shall not betledtto exercise their right of termination
under this Section 9.1(é)such action of such court or other Governmehtaity shall be due to the failure of SmartFinahoraSmartBank to
perform or observe its obligations and covenartosth in this Agreement, and that the CornerstBadies shall not be entitled to exercise
their right of termination under this Section 9)lifesuch action of such court or other Governmektatity shall be due to the failure of
Bancshares or Cornerstone to perform or obsenabligations and covenants set forth in this Agreetn

) By either the SmartFinancial Partiesh® Cornerstone Parties, in the event the Masgeot consummated by
September 30, 2015, unless (i) in the event ofiteation by the SmartFinancial Parties, the faillreonsummate the Merger by such date
be due to the failure of SmartFinancial or Smart8@nperform or observe its obligations and covémnaet forth in this Agreement, and (ii) in
the event of termination by the Cornerstone Partiesfailure to consummate the Merger by such sladdl be due to the failure of Bancshares
or Cornerstone to perform or observe its obligatiand covenants set forth in this Agreement.

(9) By the SmartFinancial Parties, in &vent (i) of any breach by Bancshares or CorneestéiSection 7.br
Section 7.8&f this Agreement or (ii) the board of directorsB#ncshares does not publicly recommend in the Booxy Statement/Prospectus
the approval of this Agreement by the shareholdEBancshares or, after having made such recomntiengdaubsequently makes a
Bancshares Change of Recommendation.

(h) By the Cornerstone Parties, in thene@ of any breach by SmartFinancial or SmartBahgection 7.5br
Section 7.Df this Agreement, or (ii) the board of directofsSmnartFinancial does not publicly recommend inlbit Proxy
Statement/Prospectus the approval of this Agreeimetite shareholders of SmartFinancial or, afteirftamade such recommendation,
subsequently makes a SmartFinancial Change of Reeoifation.

0] By the SmartFinancial Parties, in évent a tender offer or exchange offer for 10% orevof any class or series of
outstanding shares of Bancshares Stock is commédntteat than by the SmartFinancial Parties) andéuecshares board of directors
recommends that the shareholders of Bancsharesrtdradr shares in such tender or exchange offettmrwise fails to recommend that such
shareholders reject such tender offer or exchaffge o

@) By the Cornerstone Parties, in thent\getender offer or exchange offer for 10% or mafrany class or series of
outstanding shares of SmartFinancial Stock is conwe (other than by the Cornerstone Parties) am&thartFinancial board of directors
recommends that the shareholders of SmartFinatecider their shares in such tender or exchange affetherwise fails to recommend that
such shareholders reject such tender offer or exgghaffer.

(K) By the SmartFinancial Parties, at me prior to the approval of this Agreement by giareholders of
SmartFinancial, for the purpose of entering intagreement with respect to a Superior SmartFinbRetgposal providedthat there has been
no breach by SmartFinancial or SmartBank of Sectidor Section 7.®f this Agreement.
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)] By the Cornerstone Parties, at anyetjpnior to the approval of this Agreement by tharsholders of Bancshares, for
the purpose of entering into an agreement withaetsfp a Superior Bancshares Propgsalyidedthat there has been no breach by Bancshar
or Cornerstone of Section 70t Section 7.&f this Agreement.

Section 9.2 Effect of Terminatioin the event of the termination of this Agreemiardiccordance with this Article 1Xthis
Agreement shall, subject to Section 9t8come null and void and have no further forceftect and the Parties shall have no further or
continuing liability or obligations under this Agmaent, except that (a) Section 7.3(t)is_Section 9.2 Section 9.3 and_Article Xof this
Agreement shall survive any termination of this égment and (b) notwithstanding anything to the reoptcontained in this Agreement, no
Party shall be relieved of or released from anlyilitg or damages arising out of such Party’s fraudvillful or intentional breach of any
provision of this Agreement.

Section 9.3 Termination Fee

(a) In the event (i) this Agreement igierated by the SmartFinancial Parties pursuanetdié 9.1(bxand the
Bancshares or Cornerstone breach giving rise toitation is knowing, willful, or intentional and)within 12 months after the date of
termination Bancshares or Cornerstone consummagers into any agreement with respect to an Batepn Proposal, the Cornerstone
Parties (1) shall pay to the SmartFinancial Pagitermination fee of $1,200,000 and (2) shall krirse the SmartFinancial Parties for all
reasonable costs and expenses incurred by the Bneartial Parties through the date of terminationannection with this Agreement or the
transactions contemplated hereby.

(b) In the event (i) this Agreement isté@rated by the Cornerstone Parties pursuant tad®e@tl (b)and the
SmartFinancial or SmartBank breach giving riseetenination is knowing, willful, or intentional ar{d) within 12 months after the date of
termination SmartFinancial or SmartBank consummatesiters into any agreement with respect to aquisition Proposal, the
SmartFinancial Parties (1) shall pay to the ComoersParties a termination fee of $1,200,000 apgHall reimburse the Cornerstone Parties
for all reasonable costs and expenses incurretldoZornerstone Parties through the date of termmat connection with this Agreement or
the transactions contemplated hereby.

(c) In the event this Agreement is terntédaby the SmartFinancial Parties pursuant to &e&il(qg)or Section 9.1(i)
the Cornerstone Parties (1) shall pay to the Srmati€ial Parties a termination fee of $1,200,0080 @) shall reimburse the SmartFinancial
Parties for all costs and expenses incurred bypthartFinancial Parties through the date of termonah connection with this Agreement or
transactions contemplated hereby.

(d) In the event this Agreement is terrtedcby the Cornerstone Parties pursuant to Setilim)or Section 9.1(j) the
SmartFinancial Parties (1) shall pay to the Comoers Parties a termination fee of $1,200,000 ahgHall reimburse the Cornerstone Parties
for all costs and expenses incurred by the CoroeesParties through the date of termination in estion with this Agreement or the
transactions contemplated hereby.

(e) In the event this Agreement is terrteédeby the SmartFinancial Parties pursuant to Se&il(k), the
SmartFinancial Parties (1) shall pay to the ComoersParties a termination fee of $1,200,000 apgHall reimburse the Cornerstone Parties
for all costs and expenses incurred by the CoroeesParties through the date of termination in eotion with this Agreement or the
transactions contemplated hereby.
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® In the event this Agreement is terni@thby the Cornerstone Parties pursuant to Se8til) , the Cornerstone
Parties (1) shall pay to the SmartFinancial Pagigsrmination fee of $1,200,000 and (2) shall lrinse the SmartFinancial Parties for all cost
and expenses incurred by the SmartFinancial Pahiiesgh the date of termination in connection wfitis Agreement or the transactions
contemplated hereby.

(9) Any termination fee payable in accorclawith this Section 9.ghall be paid by wire transfer of immediately
available funds to an account designated by theeBaentitled to receive the same. Any terminafempayable pursuant to Section 9.3(&)
Section 9.3(byhall be paid by the Parties obligated to make awithin two Business Days after such Partieséigt of a payment demand
notice from the Parties entitled to receive theesafimy termination fee payable pursuant to Se@idfc), Section 9.3(d) Section 9.3(e) or
Section 9.3(fshall be payable at the time of the terminatiothif Agreement. The Parties acknowledge that theesgents contained in this
Section 9.3are an integral part of the transactions conteraglhy this Agreement, that absent such agreentem®drties would not have
entered into this Agreement, and that the ternomndiees provided for do not constitute a penaltijquidated damages in the event of a breacl
of this Agreement (but that the termination feevited for in_Section 9.3(ejoes constitute liquidated damages and the soledgf the
Cornerstone Parties in the event this Agreemeteriminated by the SmartFinancial Parties pursumaBetction 9.1(kand that the termination
fee provided for in Section 9.3(fpes constitute liquidated damages and the soledgwf the SmartFinancial Parties in the event this
Agreement is terminated by the Cornerstone Paptiesuant to Section 9.1()) In the event a Party fails to timely make paytarany
amounts due and payable by such Party under tbis86.3, such Party shall pay the costs and expensesidimgl reasonable attorneys’ fees
and expenses and court costs) incurred by theeBamtititled to receive payment of such amountsimection with any action, including the
filing of any lawsuit, taken to collect paymentsafch amounts, together with interest on the amofuahy such amounts unpaid at the prime
lending rate prevailing during such period as @mitad in The Wall Street Journalcalculated on a daily basis from the date suchuants were
required to be paid until the date of actual paytmen

(h) For the avoidance of doubt, no terriorafee shall be payable, and no costs or expestsdkbe reimbursable, by
either the SmartFinancial Parties or the CorneesRarties in the event this Agreement is terminpteduant to Section 9.1(apection 9.1(c)
Section 9.1(d) Section 9.1(e) Section 9.1(f) Section 9.1(m) or Section 9.1(n)

ARTICLE X
MISCELLANEOUS

Section 10.1 SurvivaNone of the representations, warranties, covenaniagreements contained in this Agreement shall
survive the Effective Time (other than those coveaand agreements contained herein that by tkpiess terms are to be observed or
performed after the Effective Time) or the termioatof this Agreement (other than Section 7.3(@gction 9.2 Section 9.3 and this
Article X , each of which shall survive any such terminatidigtwithstanding the foregoing or anything els¢his Agreement to the contrary,
none of the representations, warranties, covenantggreements contained in this Agreement shalleeened to be terminated or extinguished
so as to deprive any Party hereto or any of itdiafés of any defense, at law or in equity, whitherwise would be available against the
claims of any Person, including without limitatiany shareholder or former shareholder.

Section 10.2 InterpretatiolVhen reference is made in this Agreement to ditl&r Section, Exhibit, or Schedule, such refes
shall be to an Article or Section of or Exhibit®thedule to this Agreement, unless otherwise itelica he headings appearing in this
Agreement have been inserted for purposes of coewes of reference only and shall not affect thamireg of, or be given any force or effect
in the construction or interpretation of, this Agmeent. Whenever the words “include,” “includes,tdmcluding” are used in this Agreement,
they shall be deemed to be followed by the wordishout limitation,” whether or not actually followleby such words. Any singular term used
in this Agreement shall be deemed to include thieahl and any plural term the singular. Any gengderence in this Agreement shall be
deemed to include all genders. Whenever the wad®f the date hereofire used in this Agreement, such date shall be é@¢ine date of th
Agreement. The Parties have participated jointlshanegotiation and drafting of this Agreement,an the event an ambiguity or question of
intent or interpretation arises, this Agreementldi@construed as if drafted jointly by the Pastéand no presumption or burden of proof shall
arise favoring or disfavoring any Party by virtidlee authorship of any of the provisions of thigréement.
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Section 10.3 Amendment; WaiveThis Agreement may be amended, modified, or lempgnted at any time prior to the filing
the Articles of Merger with the Tennessee Secrat@i§tate by, but only by, a written instrument@xed by each of the Partiggpvidedthat,
(a) after the approval of this Agreement by theshalders of SmartFinancial, this Agreement mayb@amended, modified, or supplementec
so as to change (i) the amount or kind of constasrao be received hereunder by holders of Smaatfdial Stock or (ii) any other provision
this Agreement, if the change would adversely affiee shareholders of SmartFinancial in any mdtegipect, in each case without the
subsequent approval of the same by the sharehati&martFinancial, and (b) after the approvahis Agreement by the shareholders of
Bancshares, this Agreement may not be amendedfigthdir supplemented so as to change (i) the atrmrkind of consideration to be
received hereunder by holders of SmartFinanciatkstw (i) any other provision of this Agreemerititie change would adversely affect the
shareholders of Bancshares in any material resipegfch case without the subsequent approvako$dime by the shareholders of Bancshare
Prior to the Effective Time, any provision of tiligreement may be waived by the Party or Partieilemto the benefits theregfrovidedthat
any such waiver shall be in writing and executedHgyParty or Parties granting such waiver.

Section 10.4 Counterpart§ his Agreement may be executed in multiple cerpdrts, each of which shall be deemed to
constitute an original, but all of which togethal constitute one and the same instrument. Aiffgitss or other electronic copy of a signature
page to this Agreement shall be deemed to be, laadtlave the same force and effect as, an origigalature page.

Section 10.5 Governing LawThis Agreement shall be governed by, and coedtrinterpreted, and enforced in accordance
the laws of the State of Tennessee, without retgacdnflict of laws principles.

Section 10.6 ExpenseBxcept as expressly otherwise provided in thiss&gent, each Party shall be responsible for aaddit
costs and expenses incurred by it in connectioh this Agreement and the transactions contemplateeby;provided, however, that (a) all
costs and expenses directly related to the prirgimmailing (to the shareholders of SmartFinaramal Bancshares) of the Joint Proxy
Statement/Prospectus and (b) all EDGARIzing castisexpenses incurred, and all filing fees paich&o$EC, in connection with the
transactions contemplated by this Agreement skeadifared equally by the SmartFinancial Partiegmnhand, and the Cornerstone Parties, ¢
the other.

Section 10.7 Noticed\ll notices, requests, consents, and other coniratians required or permitted under or relatethis
Agreement shall be in writing and shall be deemiedrg delivered, and effective (i) when deliverégdielivered personally, (ii) on the third
Business Day after mailing, if mailed by first ddgnited States Mail, postage prepaid and retwraipérequested, or (iii) on the first Business
Day after mailing, if sent by a nationally recogrdzovernight delivery service, in each case tdPties at the following addresses (or such
other addresses as the Parties may designateifrentd time by notice given in accordance with Bétion 10.7:
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If to SmartFinancial or SmartBat: With a copy tc:

SmartFinancial, Inc Butler Snow LLF

SmartBank Attention: Adam G. Smit|
Attention: William Y. Carroll, Jr 150 3rd Avenue Soul

2430 Teaster Lane, Suite 2 Suite 160(

Pigeon Forge, Tennessee 37! Nashville, Tennessee 372

If to Bancshares or Cornersta: With a copy tc:

Cornerstone Bancshares, | Miller & Martin PLLC
Cornerstone Community Bal Attention: Roddy Baile)
Attention: W. Miller Welborn Suite 1000, Volunteer Building
800 Market Stree 832 Georgia Avenu
Chattanooga, Tennessee 37. Chattanooga, Tennessee 37.
Section 10.8 Entire Agreement; Third P&#gneficiaries This Agreement, including and together with théaiits and

Schedules hereto and the Disclosure Memorandahandonfidentiality Agreement (but only to the extéhe Confidentiality Agreementis r
inconsistent with any provision of this Agreemenefresent the entire understanding of the Partighsrespect to the transactions contempli
hereby and supersede any and all prior agreemerdsystandings, and arrangements, whether writteray between or among the Parties
with respect to such subject matter. This Agreensentade solely for the benefit of the Parties teeamd their respective successors and
permitted assigns, and no other Person shall acquinave any rights under or by virtue of this @gment, except for the rights of holders of
SmartFinancial Stock to receive the Merger Consititem as provided in Article llhnd such other amounts payable in respect of such
SmartFinancial Stock in accordance with this Agreetnand except that the Indemnified Parties (Aei heirs and legal and personal
representatives) are intended third-party benefesaof this Agreement to the extent, but onlytie éxtent, provided in Section 7.11

Section 10.9 Severabilityn the event any term or provision of this Agresmis held to be invalid, illegal, or unenforceafur
any reason or in any respect, (a) such invalidiggality, or unenforceability shall in no everffexct, prejudice, or disturb the validity, legality
or enforceability of the remainder of this Agreemeavhich shall be and remain in full force and effenforceable in accordance with its terms
and (b) the Parties shall use their reasonabledfiests to substitute for such invalid, illegat,unenforceable term or provision an alternative
term or provision which, insofar as practicablepiements the original purposes and intent of thgse&ment.

Section 10.10 Assignmeriflo Party may assign this Agreement or any afigfists, interests, or obligations hereunder without
the prior written consent of each of the otheriPartSubject to the preceding sentence, this Ageeéshall be binding upon and shall inure to
the benefit of the Parties and their respectivesssors and permitted assigns.

Section 10.11 AttorneyBees. In the event of any claim, action, suit, or pedieag arising out of or in any way relating to this
Agreement or the transactions contemplated hetabyprevailing Party or Parties shall be entitiedeicover from the non-prevailing Party or
Parties all fees, expenses, and disbursementadingl without limitation attorneys’ fees and cocosts, incurred by such prevailing Party or
Parties in connection with such claim, action,,suitproceeding, in addition to any other reliefsbich such prevailing Party or Parties may be
entitled.
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Section 10.12 Submission to Jurisdict®ervice of ProcessEACH PARTY HEREBY (A) IRREVOCABLY SUBMITS TO
THE SOLE AND EXCLUSIVE JURISDICTION OF THE STATE GQIRTS OF THE STATE OF TENNESSEE LOCATED IN DAVIDSON
COUNTY, TENNESSEE, OR IN THE EVENT (BUT ONLY IN THEVENT) THAT NO SUCH STATE COURT HAS JURISDICTION,
THE UNITED STATES DISTRICT COURT FOR THE EASTERN ®TRICT OF TENNESSEE (THE_* TENNESSEE COURTSIN
RESPECT OF ANY CLAIM, ACTION, SUIT, OR PROCEEDINGNDER, ARISING OUT OF, OR RELATED TO THIS AGREEMENJR
THE TRANSACTIONS CONTEMPLATED HEREBY, (B) IRREVOCABY WAIVES AND AGREES NOT TO ASSERT AS A DEFENSE
IN ANY SUCH CLAIM, ACTION, SUIT, OR PROCEEDING THABUCH PARTY IS NOT SUBJECT TO THE JURISDICTION OHE
TENNESSEE COURTS, THAT SUCH CLAIM, ACTION, SUIT, ORROCEEDING MAY NOT BE BROUGHT OR IS NOT
MAINTAINABLE IN THE TENNESSEE COURTS OR THAT THE VEUE THEREOF MAY NOT BE APPROPRIATE, OR THAT THIS
AGREEMENT MAY NOT BE CONSTRUED, INTERPRETED, OR ERRCED IN OR BY THE TENNESSEE COURTS, AND (C)
IRREVOCABLY AGREES THAT ALL CLAIMS A PART OF OR WIH RESPECT TO ANY SUCH CLAIM, ACTION, SUIT, OR
PROCEEDING SHALL BE HEARD AND DETERMINED BY THE TENESSEE COURTS. THE PARTIES HEREBY GRANT THE
TENNESSEE COURTS JURISDICTION OVER THE PERSONS GHETPARTIES AND, TO THE EXTENT PERMITTED BY LAW,
OVER THE SUBJECT MATTER OF ANY SUCH CLAIM, ACTIONSUIT, OR PROCEEDING. Any and all process in anyna|aaction,
suit, or proceeding under, arising out of, or redatip this Agreement or the transactions conteraglhereby may be served by complying with
the provision of Section 10,7and the Parties hereby waive any and all claifesror by reason of service of process in suchmagprovided,
however, that nothing in this Section 10.%Ball affect the right of any Party to serve predesany other manner permitted by applicable Law

Section 10.13 Jury Trial WaiveEACH PARTY HEREBY KNOWINGLY, VOLUNTARILY, INTENTIONALLY, AND
IRREVOCABLY WAIVES ANY AND ALL RIGHTS SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY CLAIM,
ACTION, SUIT, OR PROCEEDING UNDER, ARISING OUT OBR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY .

( Signature Page Follows
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IN WITNESS WHEREOF, the Parties have caused thieé&gent and Plan of Merger to be executed by thiyr authorized officers
as of the date first above written.

SMARTFINANCIAL, INC.

By: /s/ William Y. Carroll, Jr.
William Y. Carroll, Jr.
President and Chief Executive Offic

SMARTBANK

By: /s/ William Y. Carroll, Jr.
William Y. Carroll, Jr.
President and Chief Executive Offic

CORNERSTONE BANCSHARES, INC

By: /s/W. Miller Welborn
W. Miller Welborn
Chairman

CORNERSTONE COMMUNITY BANK

By: /s/ W. Miller Welborn
W. Miller Welborn
Chairman

( Signature Page to Agreement and Plan of Mejger




Exhibit 10.1
DIRECTOR SUPPORT AGREEMENT

This Director Support Agreement (thi®Agreement”), dated as of December 5, 2014, is entered igtaritl among the undersigned
member of the board of directors (thBitector ") of SmartFinancial, Inc., a Tennessee corporagiod registered bank holding company (*
SmartFinancial), Cornerstone Bancshares, Inc., a Tennessee ratiquo and registered bank holding company (* Baaoss'), and
Cornerstone Community Bank, a Tennessee-chartenadriy corporation (Cornerstone” and together with Bancshares, the “ Cornerstone
Parties’).

RECITALS

WHEREAS, concurrently with or following the partiexecution of this Agreement, Bancshares, CornasstSmartFinancial, and
SmartBank, a Tennessee-chartered banking corporatid wholly-owned subsidiary of SmartFinanciabthartBanK’), have entered into or
will enter into an Agreement and Plan of Mergertfessame may be amended from time to time, Merger Agreement”) providing for,
among other things, the merger of SmartFinanciti amd into Bancshares, with Bancshares to bediporation to survive such merger, in
accordance with Tennessee law and upon and subjte terms and conditions set forth in the Merygreement (the Holding Company

Merger ");

WHEREAS, as a condition to their willingness toegriito the Merger Agreement, the Cornerstone &altave required that the
Director execute and deliver this Agreement; and

WHEREAS, in order to induce the Cornerstone Pattemter into the Merger Agreement, the Direcsowilling to make certain
representations, warranties, covenants, and agreemeéh respect to the shares of common stockyalae $1.00 per share, of SmartFinancia
(the “ SmartFinancial Stock”) owned by the Director and set forth below thedotor’s signature on the signature page to thieAment (the
“ Qriginal Shares, " and together with any additional shares of SniaetfRcial Stock or any other class or series oftahptock of
SmartFinancial contemplated by SectioheBeof, the ‘Shares”).

NOW, THEREFORE, in consideration of the premises fam other good and valuable consideration, ticeim, sufficiency, and
adequacy of which are hereby acknowledged, théegdrereto agree as follows:

1. Defined TermsCapitalized terms used but not defined in thise&gnent shall have the respective meanings asdabbeém
in the Merger Agreement.
2. Representations of Directdrhe Director represents and warrants to the Cetmee Parties that:
€)) The Director owns all of the Origirgtlares free and clear of any and all Liens, anckpfor this Agreement, there

are no options, warrants, or other rights, agre¢snanrangements, or commitments of any charagtehtch the Director is a party or by wh
the Director is bound or subject relating to thedgle, disposition, or voting of any of the OrigiGflares, and there are no voting trusts or
voting agreements with respect to the Original 8xar

(b) The Director does not own any shafeSnoartFinancial Stock, or any shares of any othess or series of capital
stock of SmartFinancial, other than the Originadu®is.

(c) The Director has full power and auttyoand legal capacity to enter into, execute, deliver this Agreement and to
perform fully the Director’s obligations hereund&his Agreement has been duly and validly execatedldelivered by the Director and
constitutes the legal, valid, and binding obligatas the Director enforceable against the Direataccordance with its terms.




(d) Neither the execution and deliventro§ Agreement by the Director, the consummationhgyDirector of the
transactions contemplated hereby, nor compliandgbd@pirector with or performance by the Directbaay of the provisions hereof will
conflict with or result in a breach of, or constita default (with or without notice or lapse afid or both) under any provision of, (i) any trust
agreement, loan or credit agreement, note, bondgamge, deed of trust, indenture, lease, ordesttaer contract, agreement, or instrument to
which the Director is a party, by which the Diracto any of the Director’s property or assets avertul, or to which the Director or any of the
Director’s property or assets are subject, orafiiy Law applicable to or biding upon the Directotlee Director’s property or assets.

(e) No consent, approval, or authorizati§ror designation, declaration, or filing witlyaGovernmental Entity or
other Person on the part of the Director is reqlineconnection with the valid execution and detvef this Agreement. No consent of the
Director’s spouse is necessary under any “commuoniiperty” or other Laws in order for the Directorenter into and perform the Director’s
obligations under this Agreement.

3. Adreement to Vote Sharekhe Director agrees, during the term of this Agnent, to vote the Shares, and to cause any |
of record of the Shares to vote the Shares: (fvior of the Merger Agreement and the Holding Comyplslerger and such other matters as ar
required to be approved by the shareholders of &inancial in order for the consummation of thens@ctions contemplated by the Merger
Agreement, in each case to the extent the Shagemnéitled to vote on such matters, at every mgetfrihe shareholders of SmartFinancial at
which such matters are considered and at everyiadjeent or postponement thereof, and (b) agaipang Acquisition Proposal, (ii) any
action, proposal, transaction, agreement, or atiater which could reasonably be expected to rasaltbreach of any representation,
warranty, covenant, or other obligation or agreenoéismartFinancial or SmartBank under the Merggre®ment or of the Director under this
Agreement, and (iii) any action, proposal, transactagreement, or other matter that could readgrabexpected to impede, interfere with,
delay, discourage, adversely affect, or inhibittilreely consummation of the Holding Company Mergerthe fulfillment of any condition to
the consummation of the Holding Company Mergefah in the Merger Agreement, or change in any mearthe voting rights of any class
series of shares of capital stock of SmartFinar{galuding any amendment to the charter or bylaiSmartFinancial)provided, however,
that, if the manner in which the Shares are ownelich that the Director cannot absolutely causéttares to be so voted, the Director shall
use the Director’s best efforts to cause the Sharbe so voted.

4, No Voting Trust or Other Arrangemeithe Director agrees that the Director will natdawill not permit any Person under
the Director’s control to, deposit any of the Sisdrea voting trust, grant any proxies with resgedhe Shares inconsistent with this
Agreement, or subject any of the Shares to anyngemment with respect to the voting of the Sharé®rahan agreements entered into with the
Cornerstone Parties.

5. Transfer and Encumbrandehe Director agrees that, during the term of &gseement, the Director will not, directly or
indirectly, transfer, sell, offer, exchange, assjgledge, or otherwise dispose of or encumberdctiiely, “ Transfer ") any of the Shares, or
enter into any contract, option, or other agreemseatrrangement with respect to, or consent taaasfer of any of the Shares or the Director’
voting or economic interest thereprovided, however, that this Section Shall not prohibit a Transfer of the Shares byDivector if, as a
precondition to such Transfer, the transferee agrea writing, reasonably satisfactory in form autbstance to the Cornerstone Parties, to be
bound by all of the terms of this Agreement (inghgdwithout limitation the provisions of Sectiorh@reof pertaining to the voting of the
Shares). Any attempted Transfer of the Sharesyiraerest therein in violation of this Sectiosiall be null and void.




6. Additional SharesThe Director agrees that all shares of Smartkiaa®tock, and all shares of any other class nesef
capital stock of SmartFinancial, which the Direqarchases, acquires the right to vote (other #sa& named proxy), or otherwise acquires
beneficial ownership (as such term is defined iteRi3d-3 under the Exchange Act) of after the DoEs execution of this Agreement shall
subject to the terms of this Agreement and shalstitute Shares for all purposes of this Agreement.

7. Waiver of Appraisal and DissentdRights. The Director hereby waives and agrees not taasseerfect any right of
appraisal or right to dissent arising or existingonnection with the Merger Agreement or the HadCompany Merger or any other matter
required to be approved by the shareholders of &inancial in order for the consummation of thens@ctions contemplated by the Merger
Agreement, in each case which the Director may hgwartue of ownership of the Shares.

8. Termination This Agreement shall terminate upon the eartiesiccur of: (a) the Effective Time of the HoldiGgmpany
Merger, (b) the date on which the Merger Agreenmeteérminated in accordance with its terms, andHe)effective date of any amendment,
modification, or supplement to the Merger Agreentequiring the approval of the shareholders of $Riaancial as contemplated by Section
10.3 of the Merger Agreement.

9. No Agreement as Director or Officdihe Director makes no agreement or understariditigs Agreement in the Director’s
capacity as a director of SmartFinancial or anceffiof SmartFinancial (if the Director holds anglswffice), and nothing in this Agreement (a)
will limit or affect any actions or omissions takley the Director in the Director’'s capacity as sadflirector or officer, including in exercising
rights under the Merger Agreement, and no sucloaetdr omissions shall be deemed a breach of tiselnent, or (b) will be construed to
prohibit, limit, or restrict the Director from exasing the Director’s fiduciary duties as a direato officer of SmartFinancial.

10. Specific Performanc&ach party hereto acknowledges that it will bpassible to measure in money the damage to the
parties if a party hereto fails to comply with asfythe obligations imposed on the party by thiséemnent, that every such obligation is
material, and that, in the event of any such failtine other parties will not have an adequate dgratlaw or adequate damages. Accordingly,
each party hereto agrees that injunctive reliadtber equitable remedy, in addition to remedidavatand/or damages, is the appropriate
remedy for any such failure and that it will nofpoge the seeking of such relief on the basis tipairy has an adequate remedy at law. Each
party hereto agrees that it will not seek, and egjte waive any requirement for, the securing atipg of a bond in connection with any other
party seeking or obtaining any such equitable freli¢gemedy.

11. Entire Agreement; Amendment; Waiveris Agreement supersedes all prior agreememiiemwand oral, between or
among the parties hereto with respect to the subjatter hereof and contains the entire, integraggdement among the parties with respect t
the subject matter hereof. This Agreement may eairhended or supplemented, and no provisions herapbe modified or waived, except
by an instrument in writing signed by each of tleties hereto. No waiver of any provisions hergo&lparty shall be deemed a waiver of any
other provisions hereof by such party, nor shajl such waiver be deemed a continuing waiver offayision hereof by such party.




12. Miscellaneous

€)) This Agreement shall be governed by @nstrued and enforced in accordance with tlegnat Laws of the State
Tennessee, without giving effect to any choiceamflict of law provision or rule (whether of thea® of Tennessee or any other jurisdiction)
that would cause the application of Laws of anjsjliction other than those of the State of Tenresse

(b) Each of the parties hereto irrevocalgyees that any legal action or proceeding witpeet to this Agreement or the
rights and obligations arising hereunder, or f@ogmnition or enforcement of any judgment in respdthis Agreement or the rights and
obligations arising hereunder, brought by any offzety hereto or its successors or assigns shalidagght and determined exclusively in a
Tennessee state court of record located in Davi@zamty, Tennessee, or, in the event (but onljénevent) that no such state court has
subject matter jurisdiction over such action orgeeding, in the United States District Court far Middle District of Tennessee. Each of the
parties hereto hereby irrevocably submits, wittardgo any such action or proceeding, for itsetf anrespect of its property, generally and
unconditionally, to the personal jurisdiction oétaforesaid courts and agrees that it will notdeny action or proceeding relating to this
Agreement or any of the transactions contemplagetthis Agreement in any court or tribunal otherthiae aforesaid courts. Each of the partie
hereto hereby irrevocably waives, and agrees nassert, by way of motion, as a defense, by coclaier, or otherwise, in any action or
proceeding with respect to this Agreement or tghts and obligations arising hereunder, or for gaition or enforcement of any judgment in
respect of this Agreement or the rights and ohliget arising hereunder, (i) any claim that it i$ personally subject to the jurisdiction of the
above named courts for any reason, (ii) any claat it or its property is exempt or immune from jtwésdiction of any such courts or from ¢
legal process commenced in such courts (whetheugr service of notice, attachment prior to judgimatiachment in aid of execution of
judgment, execution of judgment, or otherwise), fiidto the fullest extent permitted by applicalllaw, any claim that (1) the action
proceeding in such courts is brought in an incorergrforum, (2) the venue of such action or pro@egds improper, or (3) this Agreement, or
the subject matter hereof, may not be enforced bysuch courts.

(c) EACH PARTY ACKNOWLEDGES AND AGREES THAANY CONTROVERSY WHICH MAY ARISE
UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICAED AND DIFFICULT ISSUES, AND, THEREFORE, EACH PART
IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY
LEGAL ACTION ARISING OUT OF OR RELATING TO THIS AGREMENT OR THE TRANSACTIONS CONTEMPLATED BY THIS
AGREEMENT. EACH PARTY TO THIS AGREEMENT CERTIFIESMD ACKNOWLEDGES THAT (I) NO REPRESENTATIVE OF
ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHWRSE, THAT SUCH OTHER PARTY WOULD NOT SEEK TO
ENFORCE THE FOREGOING WAIVER IN THE EVENT OF A LEGAACTION, (Il) SUCH PARTY HAS CONSIDERED THE
IMPLICATIONS OF THIS WAIVER, (lll) SUCH PARTY MAKESTHIS WAIVER VOLUNTARILY, AND (IV) SUCH PARTY HAS BEEN
INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHE THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS

IN THIS SECTION 12(C)

(d) If any term or provision of this Agraent is invalid, illegal, or unenforceable in anyigdiction, such invalidity,
illegality, or unenforceability shall not affectyanther term or provision of this Agreement or itidate or render unenforceable such term or
provision in any other jurisdiction. Upon any detération that any term or provision of this Agreemis invalid, illegal, or unenforceable, the
parties hereto shall negotiate in good faith to ifydthis Agreement so as to effect the originakimtof the parties as closely as possible in a
mutually acceptable manner in order that the tretitgas contemplated hereby can be consummatedgsaily contemplated to the greatest
extent possible.




(e) This Agreement may be executed in iplelcounterparts, each of which shall be deemdzktan original but all of
which together shall constitute one and the sasteuiment.

) Each party hereto shall execute arltvelesuch additional documents as may be necessatgsirable to effect the
transactions contemplated by and purposes and ioft¢inis Agreement.

(9) All section headings contained in thgreement are for convenience of reference ontiyaaa not part of this
Agreement, and no construction or reference sleatldrived therefrom.

(h) The obligations of the Director settlfioin this Agreement shall not be effective ordimg upon the Director until
such time as the Merger Agreement is executed aliveded by SmartFinancial, SmartBank, Bancshaned,Cornerstone.

(@ No party to this Agreement may assagy of its rights or obligations under this Agreameithout the prior written
consent of each of the other parties hereto. Asigament contrary to the foregoing sentence skeafiull and void.

( Signature Page Follows




IN WITNESS WHEREOF, the parties hereto have exatatal delivered this Director Support Agreementdfate date first written
above.

CORNERSTONE BANCSHARES, INC
By: /s/W. Miller Welborn

W. Miller Welborn
Chairman

CORNERSTONE COMMUNITY BANK

By: /s/W. Miller Welborn
W. Miller Welborn
Chairman

Director's Signature

Directors Name (Print

Number of shares of SmartFinancial Stock owned ibgdior as of thq
date of this Agreemen

Share




Exhibit 10.2
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT is made and entered iatoof December 5, 2014 (the “ Effective Dgteby and
between Cornerstone Bancshares, Inc., a Tennesgewation and registered bank holding company ‘(f@empany”), and Nathaniel F.
Hughes, a resident of the State of Tennessee @Emeploye€’). The Company and the Employee are sometimesregféo herein collectively
as the “ Parties’ and each is sometimes referred to herein ind&ily as a “ Party”

RECITALS

A. Simultaneously with the Parties’ exion of this Agreement, SmartFinancial, Inc., a iessee corporation and registered
bank holding company (* SmartFinancial SmartBank, a banking corporation organized uride Iaws of the State of Tennessee (“
SmartBankK’), the Company, and Cornerstone Community Bartarking corporation organized under the laws ofStage of Tennessee (the
“ Bank ™) have entered into an Agreement and Plan of Merdged December 5, 2014 (the “ Merger Agreerfient

B. The Merger Agreement contemplatesg@ogtides for the merger of SmartFinancial with amd the Company (the “
SmartFinancial Merge?, with the Company to be the corporation to suevihe SmartFinancial Merger.

C. The Company desires to employ the Byg#, and the Employee desires to accept employasePtesident and Chief
Executive Officer of the Company, and upon the aommation of the SmartFinancial Merger, as ExecWdioe President, Investment Officer
and Institutional Investor Relations.

D. The Parties desire to set forth iis thgreement the terms and conditions upon whictethployee will be so employed.
AGREEMENT

In consideration of the premises set forth abdwe niutual agreements hereinafter set forth, angr gfhod and valuable considerati
the receipt and sufficiency of which are herebynaeidedged, the Parties hereby agree as follows:

1. Definitions When used in this Agreement, the following teand their variant forms shall have the meaning$ostt
below:

(a) “ Affiliate” shall mean any person that controls, is contdbbig, or is under common control with another perso
For this purpose, “controfheans ownership of more than 50% of the ordinatinggpower of the outstanding equity securitiesiglerson. Fc
the avoidance of doubt, it is expressly acknowledfeat, following the SmartFinancial Merger, thenBand SmartBank, will be Affiliates for
purposes of this Agreement.

(b) “ Agreemeritshall mean this Employment Agreement and any agijges incorporated herein together with any
amendments hereto made in the manner describbgiAgreement.

(c) “ Ared’ shall mean, during the period of the Employeetpéoyment, a radius of 75 miles from each bankifiig®
(whether a main office, branch office, or loan epdsit production office) maintained by the Compang/or any Affiliate of the Company
from time to time during such period of employmeantd, following the period of the Employee’s empi®nt, a radius of 75 miles from each
banking office (whether a main office, branch daffior loan or deposit production office) maintaitgydthe Company and/or any Affiliate of
the Company as of the last day of the Employee’slepment.




(d) “ Board of Directorsshall mean the board of directors of the Compamg, where appropriate, any committee or
designee thereof.

(e) “ Business of the Compdahghall mean the business conducted by the Compadfor any Affiliate of the
Company, which shall include the business of consrakand consumer banking.
() “ Causé shall mean:
0] In the context of the terminatiohtbis Agreement by the Company:

(1) a breach of the terms of this Agreentgntthe Employee not cured by the Employee withs
business days after the Employee’s receipt of tbmganys written notice thereof, including without limitat failure by the Employee
perform the Employee’s duties and responsibilitiethe manner and to the extent required underAbieement;

(2) any act by the Employee of fraud agaimssappropriation from, or dishonesty to the Camypor
any Affiliate of the Company;

3 the conviction of the Employee of amyne;

4 conduct by the Employee that amountsitibul misconduct, gross neglect, or a materaildre to
perform the Employee’s duties and responsibiliieseunder, including prolonged absences withouwfitien consent of the Chairman of the
Board of Directorsprovidedthat the nature of such conduct shall be set foitih reasonable particularity in a written noticethe Employee
who shall have 15 business days following deliv@rguch notice to cure such alleged condpiatyidedthat such conduct is, in the reasonable
discretion of the Chairman of the Board of Diresta@usceptible to a cure;

(5) the exhibition by the Employee of anstard of behavior within the scope of or relateth®
Employee’s employment that is in violation of (f)yawritten policy, which violation results in or li&ely to result in a material loss or
regulatory criticism, (ii) any board committee deay or (iii) any code of ethics or business conidiiche Company or any Affiliate of the
Company;providedin each case that the nature of such behavior saadet forth with reasonable particularity in éten notice to the
Employee who shall have 15 business days followligliyery of such notice to cure such alleged batvaprovidedthat such behavior is, in t
reasonable discretion of the Chairman of the Bo#fdirectors, susceptible to a cure;

(6) conduct or behavior by the Employed, timthe reasonable opinion of the Chairman ofBbard
of Directors of the Company, has harmed or coulexpected to harm the business or reputation o€tirapany or any Affiliate of the
Company, including without limitation conduct ortavior that is unethical or involves moral turpigyd

@) receipt of any form of written notideat any regulatory agency or authority having fidgon ovet
the Company or any Affiliate of the Company hagiinged any form of regulatory action against thegoyee; or

(8) the Employee’s removal from office @rmanent prohibition from participating in the cantof
the affairs of the Company or any Affiliate of tBempany by an order issued under Section 8(e) cid®e8(g) of the Federal Deposit
Insurance Act (12 U.S.C. § 1818(e) and (g)).




(i) In the context of the terminationtbfs Agreement by the Employee:

(1) a material reduction, when consideredhe aggregate, in the scope of the Emplayéeties an
responsibilities, which (A) is not consented to ttwe Employee in writing, or (B) does not occur witi2 months following either tl
SmartFinancial Merger or the merger of the Bank &nthrtBank;

(2) a material reduction, when considerethée aggregate, in the salary and other compemsatid
benefits provided for in Sectionhereof from the level in effect immediately priorduch reduction, which is not consented to byEimployee
in writing; or

3) a change in the location of the Emp@gerimary office such that the Employee is regdito
report regularly to an office located outside afsamile radius from the location of the Employegianary office as of the date of such change
in location, which change is not consented to leyEmployee in writing.

(9) “ Codé shall mean the Internal Revenue Code of 198&nasnded, and the rules and regulations promulgated
thereunder.

(h) “ Competing Busine$shall mean any person (other than an Affiliatehaf Company) that is conducting any
business that is the same or substantially the santlee Business of the Company.

0] “ Confidential Informatiofi means data and information relating to the bussngf the Company or any Affiliate of
the Company (which does not rise to the statusTobde Secret) which is or has been disclosedet&thployee or of which the Employee
became aware as a consequence of or through thioyas(s relationship with the Company or any A#ik of the Company and which has
value to the Company or any Affiliate of the Compamd is not generally known to its or their conipes. Confidential Information shall not
include any data or information that has been ualtly disclosed to the public by the Company oy afffiliate of the Company providedthat
no such public disclosure shall be deemed to benvaty when made without authorization by the Eppéoor any other employee of the
Company or any Affiliate of the Company) or thasteeen independently developed and disclosed leystir that otherwise enters the public
domain through lawful means.

“ Disability” shall mean the inability of the Employee to penficeach of the Employee’s duties and responsuliti
under this Agreement for a period of more than @@secutive daygrovidedthat the Parties agree that, to the extent negegsapmply with
Section 409A of the Code, the definition of “Didépi shall be amended to the definition of disdtyirequired by Section 409A of the Code.

(k) “ Employer Informatiof shall mean, collectively, Confidential Informati@and Trade Secrets.

0] “ PostTermination Period shall mean a period of 12 months following the effe date of the termination of 1
Employee’s employment.

(m) “ Trade Secretshall mean information of the Company or any Rdtie of the Company, including without
limitation technical and nontechnical data, fornsulpatterns, compilations, programs, devices, nisthechniques, drawings, processes,
financial data, financial plans, product plans, bsig of actual or potential customers, prospemtsuppliers, which:




0] derives economic value, actual orgodial, from not being generally known to, and being readily
ascertainable by proper means by, other personamobtain economic value from its disclosuress; and

(i) is the subject of efforts that ar@asenable under the circumstances to maintain éresg.

2. Employee Duties

(a) Position(s).The Employee will be employed as President andf@&xecutive Officer of the Company until the
consummation of the SmartFinancial Merger, at whiicte the Employee shall assume the position a€trepanys Executive Vice Presidel
Investment Officer and Institutional Investor Relas. The Employee shall perform and dischargéfidiy the duties and responsibilities
which may be assigned to the Employee from timnte in connection with the conduct of the Comparyusiness. The duties and
responsibilities of the Employee shall be commestsuwith those of individuals holding similar pamits at other banks similarly situated. The
Employee will report directly to the Chairman oétBoard of Directors or such other officer as tloa8l of Directors may determine.

(b) Full-Time Status In addition to the duties and responsibilitiesdfically assigned to the Employee pursuant to
Section 2(ahereof, the Employee shall:

0] subject to Section 2(lagreof, during regular business hours devote satists all of the Employee’s time,
energy, attention, and skill to the performancéhefduties and responsibilities of the Employeewlyment (reasonable vacations, approvec
leaves of absence, and reasonable absences dneds excepted) and faithfully and industrioustyfprm such duties and responsibilities;

(i) diligently follow and implement aleasonable and lawful policies and decisions comoatied to the
Employee; and

(iii) timely prepare and forward to the vegting party or parties all reports and accoustagymay be
reasonably requested of the Employee.

(c) Permitted Activities The Employee shall devote substantially all @ Bmployee’s entire business time, attention,
and energies to the Business of the Company adidnshtaluring the Term be engaged (whether or moing) normal business hours) in any
other significant business or professional actjwiether or not such activity is pursued for gairfit, or other pecuniary advantage, but as
long as the following activities do not interferéwthe Employee’s obligations to the Company, #tiall not be construed as preventing the
Employee from:

@ investing the Employee’s personak#ssn any manner which will not require any seggion the part of
the Employee in the operations or affairs of thigjett person and in which the Employee’s partiégrais solely that of an investqurovided
that such investment activity following the EffeetiDate shall not result in the Employee owningidieially or of record, at any time 2% or
more of the equity securities of any Competing Bess; or

(i) participating in civic and profess@affairs and organizations and conferences, piregpar publishing
papers or books, or teaching, so long as any sttohitis do not interfere with the ability of tlemployee to effectively discharge the
Employee’s duties and responsibilities hereunpieyidedthat the Board of Directors may direct the Employeeriting to resign from any
such organization and/or cease any such activitiee event the Board of Directors reasonablyrd@tees that continued membership and/or
activities of the type identified would not be hetbest interests of the Company.




3. Term of EmploymenfThe initial term (the “ Initial Ternt) of this Agreement, and the Partieshployment relationship, sh
commence on and as of the Effective Date and, siiiés Agreement is sooner terminated in accordaiitteits terms, shall end on the date
which is the first anniversary of the Effective Bat the end of the Initial Term (and at the efdrmy one-year renewal term), this Agreement
may be renewed for an additional, successive térome® year upon the mutual agreement of the Paffttes Initial Term and any and all
renewal terms, if any, are referred to togetheeineas the “ Terny’

4. CompensatianThe Bank shall compensate the Employee as folthwisig the Employee’s period of employment hereund
except as otherwise provided below:

€) Annual Base SalaryThe Employee shall be compensated at an annsalrate of $169,200.00 per year (the “
Annual Base Salar}). The Employee’s Annual Base Salary will be rewéel by the compensation committee of the Boardigédfors at least
annually (in accordance with the committee’s chaatal any procedures adopted by the committeggdustments based on an evaluation of
the Employee’s performance. The Employee’s AnnuweeBSalary shall be payable in accordance witiCtdmpany’s normal payroll practices.

(b) Annual Incentive Compensation.

0] The Employee shall be eligible toe® annual bonus compensation as determined byhbased on
performance measures established by, the Boardreftdrs (upon recommendation by the compensatomaittee) consistent with the
strategic plan(s) of the Company pursuant to angrtive compensation program that may be adopted fime to time by the Board of
Directors (an “ Annual Bonuy.

(i) Any Annual Bonus earned shall be payable in cashérfirst calendar quarter of the year followihg yea
in which the Annual Bonus is earned in accordanitle the Company’s normal practices for the paynoérghort-term incentives. The payment
of any Annual Bonus shall be subject to any apdsoeanon-objections required by any regulatorhef Company or any Affiliate of the
Company, and it is understood by the Parties ttaEmployee may not be eligible to receive any s\rmual Bonus or other short-term
incentive compensation if the Company or any Adfii of the Company is subject to restrictions ingpgosn the Company or any such Affiliate
by the United States Department of the TreasugyBihard of Governors of the Federal Reserve Sydtenteral Deposit Insurance Corporat
the Tennessee Department of Financial Institutionsny other bank or bank holding company regwaanithority, or if the Company is
otherwise restricted from making payment of suamgensation under applicable law.

(c) Reimbursement of Business Expen&asbject to the reimbursement policies from timéime adopted by the Boa
of Directors, and consistent with the annual budggiroved for the period during which an expensedsrred, the Company will reimburse
Employee for reasonable and necessary businesasegicurred by the Employee in the performandbeEmployee’s duties and
responsibilities hereundgurovided, however, that, as a condition to any such reimbursembatEmployee shall submit verification of the
nature and amount of such expenses in accordaticesaid reimbursement policies. Examples of apjatgpicategories of reimbursable
expenses include memberships in professional aficl aiganizations, professional development, arglauer entertainment. The Employee
acknowledges that the Company makes no represamtaiih respect to the taxability or non-taxabilitfithe benefits provided under this

Section 4(c)




(d) AutomobileThe Company will provide the Employee an automobétisfactory to the Employee and the Comp

(e) Cellular Telephone The Company will provide the Employee with a Camp-owned cellular telephone for use by
the Employee in the course of the Employee’s empkayt for Company-related business

) Paid Leave On a non-cumulative basis, the Employee shadiritled to 26 days of paid leave per calendar,year
prorated for any partial calendar year of servidee provisions of this Section 4@hall apply notwithstanding any less generous |egide
policy then maintained by the Company, but theafdémployee’s paid leave shall otherwise be in adance with and subject to the
Company’s paid leave policy as in effect from titngime.

(9) Other Benefits In addition to the benefits specifically descdhe this Agreement, the Employee shall be entitte
such benefits as may be available from time to tongmilarly situated employees of the Compangluding, by way of example only,
retirement plan and health, dental, life, and digglinsurance benefits. All such benefits shadl éwarded and administered in accordance wit
the written terms of any applicable benefit planifono written terms exist, the Company’s standaoticies and practices relating to such
benefits.

(h) Reimbursement of Expenses; In-Kind Benefit$ expenses eligible for reimbursement descrilvethis Agreement
must be incurred by the Employee during the Terithisf Agreement to be eligible for reimbursememyAn-kind benefits provided by the
Company must be provided during the Term of thise&gnent. The amount of reimbursable expenses eduand the amount of any in-kind
benefits provided, in one taxable year shall nfecifthe expenses eligible for reimbursement, i benefits provided, in any other taxable
year. Each category of reimbursement shall be @aagbon as administratively practicable, but irrwent shall any such reimbursement be
after the last day of the calendar year following talendar year in which the expense was incuiNeither rights to reimbursement norkimd
benefits shall be subject to liquidation or exchafay other benefits.

0] Clawback of CompensatiormThe Employee agrees to return or repay any cosgtiem previously paid or otherwise
made available to the Employee that is subjeattovery under any applicable law, rule, or regatatincluding any rule of any exchange or
service on or through which the securities of tlhen@any or any Affiliate of the Company are tradetiere such compensation was in excess
of what should have been paid or made availablausecthe determination of the amount due was basedhole or in part, on materially
inaccurate financial information of the CompanyeTEmployee agrees to return or repay promptly aieir sompensation identified by the
Company. If the Employee fails to return or repagtscompensation promptly, the Employee agreeshiesamount of such compensation 1
be deducted from any and all other compensatiorddwéhe Employee. The Employee acknowledges liea€Company may take appropriate
disciplinary action (up to and including terminatiof employment) if the Employee fails to returnrepay such compensation. The provisions
of this_Section 4(ishall be modified to the extent, and remain incffer the period, required by applicable law, rderegulation.




5. Termination of Employment

€) Termination by CompanyDuring the Term, the Employee’s employment, dnisl Agreement, may be terminated
by the Company:

0] for Cause or without Cause, upon teritnotice to the Employee approved by two-third$e members of
the Board of Directorgyrovidedthat the Company shall give the Employee at le@sita/s prior written notice of the Company’s intenmt
terminate without Cause; or

(i) at any time upon the Disability ofttiemployee providedthat the Company shall give the Employee at
least 30 days prior written notice of the Comparngtent to terminate), in which event the Employeék be entitled to such benefits (if any) as
may be available to the Employee under the Comgadtigability insurance policy or policies (if arthen in effect.

(b) Termination by EmployeeDuring the Term, the Employee’s employment, drisl Agreement, may be terminated
by the Employee for Cause or at any time withoutggeor upon the Disability of the Employegrévidedthat the Employee shall give the
Company at least 60 days prior written notice effmployee’s intent to terminate without Cause).

(c) Termination by Mutual Agreemenburing the Term, the Employee’s employment, dnsl Agreement, may be
terminated at any time by mutual, written agreenoénihe Parties.

(d) Termination Upon DeathThe Employee employment, and this Agreement, shall terminateraatically upon th
death of the Employee.

(e) Effect of Termination; ResignatiotJpon the termination of the Employee’s employntereunder, the Company
shall have no further obligations to the Employethe Employee’s estate, heirs, beneficiaries, @togs, administrators, or legal or personal
representatives with respect to this Agreementeixior the payment of any amounts earned and ownigr_Sections 4(a)4(c) hereof as of
the effective date of the termination of the Empl®y employment. Further, upon the terminatiorhefEmployee’s employment, if the
Employee is a member of the Board of Directorshertioard of directors of any Affiliate of the Comgathe Employee shall at the request of
the Company resign from his position(s) on suchrdd@d, with any and all such resignations to beaf¥e not later than the date on which the
Employee’s employment is terminated.

() Non-Renewal of Agreement after Initial Terrt the expiration of the Initial Term (but not tae end of any one-
year renewal term), if the Company elects not tevethis Agreement for an additional -year term, then the Company shall (1) be req
to pay to the Employee a severance benefit equathéatimes the Employee/Annual Base Salary, said benefit to be payabde the course
the 12-month period following the last day of théikl Term in accordance with the Compasnyiormal payroll practices, and (2) reimburse
Employee for the reasonable cost of premium paysnpaid by the Employee to continue the Employdeénexisting health insurance -
himself as provided by the Company for the les§gAp 12 months following the last day of the laitiTerm, and (B) until such time as
Employee obtains other employment providing hedaisurance coverage, provided that the Company msgowtinue reimbursing tl
Employee for such premium payments for the applectime period and instead provide a cash payneetita Employee (for the Employee
use as the Employee deems appropriate) equal tarttoeint of the remainder of such reimbursable prempayments in the event that
Company determines that continued reimbursemepiteshium payments would cause a violation of applE@ondiscrimination rules.




6. Intentionally omitted.

7. Employer Information

(a) Ownership of Employer InformatiarAll Employer Information received or developedthg Employee or by the
Company or any Affiliate of the Company while theloyee is employed by the Company shall be anidrerhain the sole and exclusive
property of the Company or such Affiliate, as tasemay be.

(b) Obligations of the Employeelrhe Employee agrees:
0] to hold all Employer Information itrigtest confidence;
(i) to not use, duplicate, reproducetribisite, disclose, or otherwise disseminate Empldy®rmation or any

physical embodiments of Employer Information to amauthorized recipient; and

(iii) in any event, to not take any acticausing any Employer Information to lose its chesaor cease to
qualify as, and to not fail to take any action resegy in order to prevent any Employer Informafiamm losing its character or ceasing to
qualify as, Confidential Information or a Trade Bdpprovided, however, that none of the foregoing obligations shall pude the Employee
from making any disclosures of Employer Informatighich the Employee has been advised in writingnogpendent legal counsel are
required by applicable law, rule, or regulationisT&ection &hall survive for a period of two years followirtgttermination of this Agreeme
for any reason with respect to Confidential Infotima, and shall survive the termination of this égment for any reason for so long as is
permitted by applicable law with respect to Tradersts.

(c) Delivery Upon Request or Terminatioblpon the request of the Company, and in any eweon the termination of
the Employee’s employment with the Company, the Iegg®e will promptly deliver to the Company all parpy belonging to the Company,
including without limitation all Employer Informatth then in the Employee’s possession or control.

8. NorCompetition; NorSolicitation; NonDisparagement

(a) Non-Competition The Employee agrees that during the period oEtin@loyee’s employment by the Company
hereunder and, in the event of the terminatiomefEmployee’s employment for any reason for thautilom of the Post-Termination Period the
Employee will not (except on behalf of or with ghor written consent of the Company):

0] within the Area, either directly ardirectly, on the Employee’s own behalf or in tieevice of or on behalf
of others, engage in any business, activity, entapor venture competitive with the Businesshef Company;

(i) within the Area, either directly andirectly, perform for any Competing Business a@nvies that are the
same as, or substantially the same as, the sethiedsmployee provides or provided for the Company;

(iii) within the Area, accept employmenthvor be employed by any person engaged in anybess] activity,
enterprise, or venture competitive with the Bussnaflsthe Company; or

(iv) work for or with, consult for, or otheise be affiliated with, in either a paid or unppaapacity, or be
employed by any person or group of persons progdsimstablish a new bank or other financial intith within the Area.




(b) Non-Solicitation of CustomersThe Employee agrees that, during the period @Bmployee’s employment by the
Company hereunder and, in the event of the terimmatf the Employee’s employment for any reasontltie duration of the Post-Termination
Period, the Employee will not, directly or indirlcfexcept on behalf of or with the prior writteartsent of the Company), on the Employee’s
own behalf or in the service of or on behalf ofest) solicit, divert, or appropriate, or attempsdtdicit, divert, or appropriate, any business f
any of the customer of the Company or any Affiliatehe Company , including prospective custometaly sought by the Company or any
Affiliate of the Company, with whom the Employeesha had contact during the last two years of tpleyee’s employment with the
Company, for purposes of selling, offering, or pding products or services that are competitivéhhise sold, offered, or provided by the
Company or any Affiliate of the Company.

(c) Non-Solicitation of EmployeesThe Employee agrees that, during the period @Bimployee’s employment by the
Company hereunder and, in the event of the terimmatf the Employee’s employment for any reasonttie duration of the Post-Termination
Period, the Employee will not, directly or indirlcfexcept on behalf of or with the prior writteartsent of the Company), on the Employee’s
own behalf or in the service of or on behalf ofesth solicit, recruit, or hire away, or attempsudicit, recruit, or hire away, any employee of
Company or any Affiliate of the Company with whohetEmployee had contact during the last two yebtissoEmployee’s employment with
the Company, regardless of whether such employaduli-time, part-time, or temporary employee loé Company or any Affiliate of the
Company or such employee’s employment is pursuaattritten agreement, for a determined perioct avill.

(d) Non-DisparagementThe Employee agrees that, during the period ®@Bimployee’s employment by the Company
hereunder and for a period of two years thereafterEmployee will not make any untruthful statetr@nmitten or oral) that is or could
reasonably be perceived as disparaging to the Coynraany Affiliate of the Company.

(e) Modification. The Parties agree that the provisions of this Agexd represent a reasonable balancing of their
respective interests and have attempted to lireitdéistrictions imposed on the Employee to thosessery to protect the Company from
inevitable disclosure of Confidential InformationdaTrade Secrets and/or unfair competition. Théi¢%aagree that, if the scope or
enforceability of this Agreement is in any way ditgd at any time and an arbitrator, court, or othier of fact determines that the scope of the
restrictions contained in this Agreement is ovealdkchen such arbitrator, court, or other triefagt may modify the scope of the restrictions
contained in this Agreement.

() Tolling. The Employee agrees that, in the event the Emplogesches this Section, 8he Post-Termination Period
shall be tolled during the period of such breacth stmall be extended to 12 months after all breaoh#ss Agreement have ceased.

(9) Remedies The Employee agrees that the covenants containgection 7and_Section ®f this Agreement are of
the essence of this Agreement; that each of suebnamts is reasonable and necessary to protebutieess, interests, and properties of the
Company and its Affiliates; and that irreparablssiand damage will be suffered by the Company sghel Employee breach any of such
covenants. Therefore, the Employee agrees and misrtbat, in addition to any and all other remegiexvided by or available at law or in
equity, the Company shall be entitled to a temporastraining order and temporary and permaneunhaijons to prevent a breach or
threatened or contemplated breach of any of therzants contained in Sectioro7 Section &f this Agreement, and that, in such event, the
Company shall not be required to post a bond. Téragany and the Employee agree that all remedigkableato the Company shall be
cumulative.




9. Severability The Parties agree that each of the provisioriadied in this Agreement is separate, distinct, sakrable from
the other provisions of this Agreement and thatinlvalidity or unenforceability of any provision tfis Agreement shall not affect the validity
or enforceability of any other provision of this iegment. Further, if any provision of this Agreernierruled invalid or unenforceable by a
court of competent jurisdiction because of a cohflietween the provision and any applicable lave, megulation, or public policy, the
provision shall be redrawn to make the provisionsistent with, and valid and enforceable under daw, rule, regulation, or public policy.

10. No SeDff by Employee The existence of any claim, demand, action, aseaf action by the Employee against the
Company or any Affiliate of the Company, whethezdicated upon this Agreement or otherwise, shaltoostitute a defense to the
enforcement by the Company of any of the Comparigtgs hereunder.

11. Notices All notices, requests, waivers, and other comwations required or permitted hereunder shall heriting and
shall be either personally delivered; sent by mati@mvernight courier service, postage prepaidi-beginessday delivery guaranteed; or mai
by first class United States Mail, postage prepeidrn receipt requested, to the recipient at ttizesss below indicated:

If to the Company Cornerstone Bancshares, |
Attention: Chairman, Board of Directc
835 Georgia Avenu
Chattanooga, Tennessee 37.

If to the Employee Nathaniel F. Hughe
108 Crandall Avenu
Lookout Mountain, Tennessee 372

or to such other address or to the attention dfi sdicer person as the recipient Party shall hageied by prior written notice to the sending
Party. All such notices, requests, waivers, angrotbmmunications shall be deemed to have beeatietty given: (a) when personally
delivered to the Party to be notified; (b) two mesis days after deposit with a national overnightier service, postage prepaid, addressed tc
the Party to be notified as set forth above witkt+iisiness-day delivery guaranteed; or (c) fowgitess days after deposit in the United State
Mail, first class, postage prepaid with return ipteequested, at any time other than during a gdéscontinuance of postal service due to
strike, lockout, or otherwise (in which case suotiae, request, waiver, or other communicationIdtmkffectively given upon receipt), and
addressed to the Party to be notified as set &dvtdve. A Party may change such Party’s notice addset forth above by giving the other Party
10 days written notice of the new address in thamaaset forth above.

12. AssignmentThe rights and obligations of the Company unber Agreement shall inure to the benefit of andidiea
binding upon the successors and assigns of the @mynncluding without limitation a purchaser of @ substantially all of the assets of the
Company. If this Agreement is assigned pursuattiedoregoing sentence, the assignment shall beobgtion, and the assigning Party shall
have no further liability hereunder, and the suscesr assign shall become the “Bahiéreunder, but the Employee will not be deemedate
experienced a termination of employment by virtlisuzh assignment. Without limiting the generatifythe foregoing, the Parties expressly
acknowledge and agree that, in the event of angenaf the Bank with and into SmartBank, SmartBaskhe surviving bank of such merger
will, as successor by merger to the Bank, sucoeeadl tights and obligations of the Bank hereundgethout any further action by the Parties,
and that at and after the effective time of sucihg®e all references in this Agreement to the “Bastiall be references to SmartBank as
successor by merger to the Bank. This Agreemempisrsonal contract and the rights and intereteoEmployee may not be assigned by the
Employee. This Agreement shall inure to the berdfand be enforceable by the Employee and the &mwepls personal or legal
representatives, executors, administrators, suscedseirs, distributees, devisees, and legatees.
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13. Waiver A waiver by one Party to this Agreement of angvision of this Agreement or of any breach of thggeement by
any other Party to this Agreement shall not becatiffe unless in writing, and no waiver shall operat be construed as a waiver of the same ¢
any other provision or breach on any other or sgilset occasion.

14. Mediation Except with respect to SectionSection 8and_Section 2Rereof, and except as provided in Sectiomégeof, in
the event of any dispute arising out of or relatimghis Agreement, or a breach hereof, which dspannot be settled through direct
discussions between the Parties, the Parties &mfist endeavor to settle the dispute in an ableaanner by non-binding mediation in
accordance with the rules of alternative dispuseltgion of the State of Tennessee for the judidi@uit containing Knox County, Tennessee
(or other judicial circuit mutually agreed to byetRarties) before resorting to any other procesgetmlving the dispute.

15. Applicable Law and Choice of Foruithis Agreement shall be governed by and constamedenforced under and in
accordance with the laws of the State of Tennessig®gut regard to or the application of principtEfsconflicts of laws. The Parties agree that
any legal action or proceeding arising under aatied) to this Agreement shall be brought in a statet of record located in Knox County,
Tennessee (or other venue mutually agreed to bipdhiges), or, in the event (but only in the evéindt no such state court has subject matter
jurisdiction over such action or proceeding, in thdted States District Court for the Eastern Déstof Tennessee, which courts shall h
exclusive jurisdiction over any such action or geding. Each Party consents to, and waives angtidijesuch Party may otherwise have to,
the jurisdiction and venue of such courts.

16. InterpretationWords used herein importing any gender inclutigexiders. Words used herein importing the singsha|
include the plural and vice versa. When used hetle@terms “herein,” “hereunder,” “hereby,” “hesgtand “hereof,” and any similar terms,
refer to this Agreement. When used herein, the tperson” shall include an individual, a corporati@ limited liability company, a
partnership, an association, a trust, and any ethiy or organization, whether or not incorpodat&ny captions, titles, or headings preceding
the text of any section or subsection of this Agrest are solely for convenience of reference aatl abt constitute part of this Agreement or
affect its meaning, construction, or effect.

17. Entire AgreemeniThis Agreement embodies the entire, final, ateigrated agreement of the Parties on the subjettéma
stated in this Agreement. No amendment or supplémesr modification of this Agreement shall beidadr binding upon the Company or the
Employee unless made in a writing signed by athefParties. All prior understandings and agreemtating to the subject matter of this
Agreement are hereby expressly terminated.

18. CounterpartsThis Agreement may be executed in counterpaaitsh ef which shall be deemed an original but aiivbfch
together shall be deemed to be one and the sarmeragnt. A signed copy of this Agreement deliverngéabsimile, e-mail, or other means of
electronic transmission shall be deemed to havedhee legal effect as delivery of an original siyjnepy of this Agreement.

19. Rights of Third PartietNothing herein expressed is intended to or sfettonstrued to confer upon or give to any person,
other than the Parties hereto and their succeasarpermitted assigns, any rights or remedies umdey reason of this Agreement.
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20. Legal Feedn the event of any claim, action, suit, or predtieg arising out of or in any way relating to tAigreement, the
prevailing Party shall be entitled to recover frdra non-prevailing Party all reasonable fees, espgnand disbursements, including without
limitation reasonable attorneyf®es and court costs, incurred by such prevailiagyRn connection with such claim, action, suitpooceeding
in addition to any other relief to which such priéing Party may be entitled at law or in equity.

21. Survival The obligations of the Parties pursuant to Sestddi) , 7, 8, 14, 15, 20, 21, 23, 24, 25, 26, and 27shall

survive the expiration and/or termination of thigréement and/or the termination of the Employegsipleyment hereunder for the periods
expressly designated under such sections or,s$tich period is designed, for the maximum periodnigsible under applicable law.

22. Representation Regarding RestrictigeeDants The Employee represents that the Employee ismbwvill not become a
party to any non-competition or non-solicitatiorregment or any other agreement which would prothigitEmployee from entering into this
Agreement or providing the services for the Compeamytemplated by this Agreement on or after the&i¥e Date. In the event the Employee
is subject to any such agreement, this Agreemaeit Isé rendered null and void and the Company stale no obligations to the Employee
under this Agreement.

23. Right to ContacfThe Employee acknowledges and agrees that thep@woyrshall retain and have the right to contact any
new employer or potential employer (or other busi@nd apprise such person of the Employee’s nefiflities and obligations owed under
this Agreement.

24, Section 409Alt is the intent of the Parties for any paymentvhich the Employee is entitled under this Agreehte be
exempt from Section 409A of the Code to the maxinaxtent permitted under Section 409A of the Codewéler, if any amounts payable i
considered to be “nonqualified deferred compensasobject to Section 409A of the Code, such am®shall be paid and provided in a
manner that, and at such time and in such forrnamplies with the applicable requirements of Sectio9A of the Code to avoid the
unfavorable tax consequences provided thereindorcompliance. Neither the Employee nor the Compamyl gitentionally take any action
accelerate or delay the payment of any amountaymeanner which would not be in compliance witht®ec409A of the Code without the
consent of the other Party. For purposes of thiségent, all rights to payments shall be treatetlyhss to receive a series of separate
payments to the fullest extent allowed by Sectio@Alof the Code. To the extent that some portiothefpayments provided for under this
Agreement may be bifurcated and treated as exenmpt $ection 409A of the Code under the “short-tdeferral” or “separation pay”
exemptions, then such amounts may be so treatexkaspt from Section 409A of the Code.

25. Tax Matters
€) Withholding of TaxesThe Company may deduct and withhold from any amtepayable under this Agreement all

federal, state, city, or other taxes the Compamgdsiired to deduct or withhold pursuant to appliedaw, rule, regulation, or ruling.
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(b) Excise Taxes

0] In the event that any amounts payainléer this Agreement or otherwise to the Emplayeeld (1)
constitute “parachute payments” within the meammh§ection 280G of the Code or any comparable sstreprovision and (2) but for this
Section 25(b) be subject to the excise tax imposed by Sect®®94f the Code or any comparable successor poov(ie “ Excise Ta¥),
then such amounts payable to the Employee shalitber (y) provided to the Employee in full or (@pvided to the Employee to the maxim
extent that would result in no portion of such Haadeing subject to the Excise Tax, whichevethaf foregoing amounts, when taking into
account applicable federal, state, local, and fpré@icome and employment taxes, the Excise Taxaagdther applicable taxes, results in the
Employee’s receipt, on an after-tax basis, of tfeatgst amount of benefits, notwithstanding thadradome portion of such benefits may be
taxable under the Excise Tax. Unless the CompadyttenEmployee otherwise agree in writing, any mheteation required under this
Section 25(b¥hall be made in writing in good faith by the Compa independent accounting firm (the “ Independ®atountants). In the
event of a reduction in benefits hereunder, thectdn of the total payments shall apply as followsless otherwise agreed in writing and <
agreement is in compliance with Section 409A ofCGlogle: (1) any cash severance payments subjeeictin8 409A of the Code due under 1
Agreement shall be reduced, with the last such paymue first forfeited and reduced, and sequéyntia¢reafter working from the next last
payment; (2) any cash severance payments not $ubjSection 409A of the Code due under this Agreetnshall be reduced, with the last
such payment due first forfeited and reduced, aogientially thereafter working from the next lagyment; (3) any acceleration of vesting of
any equity subject to Section 409A of the Codelskatain as originally scheduled to vest, with tfache that would vest last (without any
such acceleration) first remaining as originallpestuled to vest; and (4) any acceleration of vgstinrany equity not subject to Section 409/
the Code shall remain as originally scheduled &i,vgith the tranche that would vest last (withaoy such acceleration) first remaining as
originally scheduled to vest. For purposes of mgkire calculations required by this Section 25¢he Independent Accountants may make
reasonable assumptions and approximations conceapiplicable taxes and may rely on reasonable,-§mitidinterpretations concerning the
application of the Code and other applicable legghority. The Company and the Employee shall &ird the Independent Accountants suct
information and documents as the Independent Adeotsmay reasonably request in order to makeardatation under this Section 25(b)
The Company shall bear all costs that the Indepgntiecountants may reasonably incur in connectigh any calculations contemplated by

this Section 25(b)

(i) If notwithstanding any reductions debed in this Section 25(lthe Internal Revenue Service (the “ IRS
determines that the Employee is liable for the &xdiax as a result of the receipt of amounts payaddier this Agreement or otherwise as
described above, then the Employee shall be obligtat pay back to the Company, within 30 days afténal IRS determination or, in the
event that the Employee challenges the final IRBrd@nation, a final judicial determination, a port of such amounts equal to the Repayr
Amount. The “ Repayment Amouyitwith respect to the payment of benefits, shalkthe smallest such amount, if any, that is requioebe
paid to the Company so that the Employee’s net-#dte proceeds with respect to any payment of bengfiter taking into account the paymr
of the Excise Tax and all other applicable taxegdsed on such payment) are maximized. The Repayfmeatint with respect to the payment
of benefits shall be zero if a Repayment Amountnofe than zero would not result in the Employeetsatfter-tax proceeds with respect to the
payment of such benefits being maximized. If thei&x Tax is not eliminated pursuant to this Sec#ibfb), the Employee shall pay the Exc
Tax.

(iii) Notwithstanding any other provisiofithis Section 25(b) if (1) there is a reduction in the payment of
benefits as described in this Section 25((2) the IRS later determines that the Employdmlide for the Excise Tax, the payment of which
would result in the maximization of the Employepé&t after-tax proceeds (calculated as if the Engsés/benefits had not previously been
reduced), and (3) the Employee pays the Excise thar,the Company shall pay to the Employee thesefits which were reduced pursuar
this Section 25(bas soon as administratively possible after the Byg# pays the Excise Tax, so that the Employed’after-tax proceeds
with respect to the payment of benefits are maxéuwhiz
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26. Regulatory Restriction¥he Parties expressly acknowledge and agredahany and all payments contemplated by this
Agreement are subject to and conditioned upon tiaipliance with 12 U.S.C. § 1828(k) and 12 C.R&rt 359, as such laws and regulations
may be amended from time to time, and (b) the aliigps of the Parties under this Agreement arergéigesubject to such conditions,
restrictions, and limitations as may be imposedftone to time by applicable state and/or fedeealding laws, rules, and regulations.

27. Effect on Executive ChanireControl Severance Agreemerithe Parties and the Company intend for this Agesg to
supersede and replace that certain Executive Chian@entrol Severance Agreement dated Decembe2dB3, by and among the Company,
the Bank, and the Employee (the * Severance AgraetheAccordingly, on and as of the Effective Datadawithout any further action by the
Parties or the Company, this Agreement shall seperand replace the Severance Agreement and tieeaBee Agreement shall automatically
be cancelled and shall have no further force @ctfivith the parties thereto having no further tsghr obligations thereunder. By executing
Agreement, the Parties and the Company hereby vilagveequirements of Section 5.5 of the Severamgredment, which if not waived would
require the inclusion in the Merger Agreement & tRayments Upon Termination” (as such term israfiin the Severance Agreement)
before final approval of the Merger Agreement by loards of directors of the Company and the Bank.

( Signature Page Follows
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IN WITNESS WHEREOF, the Parties have executed atidated this Agreement as of the date first wnitadove.
COMPANY: CORNERSTONE BANCSHARES, INC

By: /s/ W. Miller Welborn

W. Miller Welborn
Chairman

EMPLOYEE:

/s/ Nathaniel F. Hughe

Nathaniel F. Hughe

JOINDER BY CORNERSTONE COMMUNITY BANK

The Bank joins in this Agreement solely to evideitsegreement to the cancellation of the Severagreement and the waiver of
rights and obligations thereunder, as set fortBantion 27 hereof.

BANK: CORNERSTONE COMMUNITY BANK

By: /s/ W. Miller Welborn

W. Miller Welborn
Chairman

( Signature Page to Hughes Employment Agreeinent




Exhibit 10.3
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT is made and entered iatoof December 5, 2014 (the “ Effective D9ty and among
Cornerstone Bancshares, Inc., a Tennessee corpoeatd registered bank holding company (the * Campp Cornerstone Community Ban
a banking corporation organized under the lawf@efState of Tennessee (the * Bah&nd together with the Company, collectively, the
Employer”); and Gary W. Petty, Jr., a resident of the Stdt€eorgia (the “* Employed. The Company, the Bank, and the Employee are
sometimes referred to herein collectively as tifafties” and each is sometimes referred to herein indizily as a “ Party”

RECITALS
A. The Employer desires to employ the Exyge as Executive Vice President and Chief Firer@fficer of the Company and
as Executive Vice President and Chief Operatingc@&ffof the Bank, and the Employee desires to dacaeh employment.
B. The Parties desire to set forth iz hgreement the terms and conditions upon whictethployee will be so employed.
AGREEMENT

In consideration of the premises set forth abdwe niutual agreements hereinafter set forth, angr gfhod and valuable considerati
the receipt and sufficiency of which are herebynaeidedged, the Parties hereby agree as follows:

1. Definitions When used in this Agreement, the following teand their variant forms shall have the meaning$ostt
below:

(a) “ Affiliate” shall mean any person that controls, is contdblig, or is under common control with another perso
For this purpose, “controfheans ownership of more than 50% of the ordinatinggpower of the outstanding equity securitiesiglerson. Fc
the avoidance of doubt, it is expressly acknowledfeat, following the SmartFinancial Merger, thenBand SmartBank, a banking corpora
organized under the laws of the State of TenndssemartBank’), will be Affiliates for purposes of this Agreeme

(b) “ Agreemeritshall mean this Employment Agreement and any agijges incorporated herein together with any
amendments hereto made in the manner describbsiAgreement.

(c) “ Ared’ shall mean, during the period of the Employeetpioyment, a radius of 75 miles from each bankifiig®
(whether a main office, branch office, or loan epdsit production office) maintained by the Bankl/an any Affiliate of the Bank from time -
time during such period of employment, and, follogvthe period of the Employeeémployment, a radius of 75 miles from each bankifice
(whether a main office, branch office, or loan epdsit production office) maintained by the Bankl/an any Affiliate of the Bank as of the i
day of the Employee’s employment.

(d) “ Board of Directorsshall mean the board of directors of the Bankher Company, as indicated herein, and, whel
appropriate, any committee or designee thereof.

(e) “ Business of the Employeshall mean the business conducted by the Compadior the Bank and/or any
Affiliate of the Company or the Bank, which as b@ Bank and the Company shall include the busioessmmercial and consumer banking.




() “ Causé shall mean:
(i) In the context of the terminationtbis Agreement by the Employer:

(1) a breach of the terms of this Agreenisnthe Employee not cured by the Employee wittin 1
business days after the Employee’s receipt of thel&yer’s written notice thereof, including withdiritation failure by the Employee to
perform the Employee’s duties and responsibilitiethe manner and to the extent required underAbieement;

(2) any act by the Employee of fraud agaimisappropriation from, or dishonesty to the Camypor
the Bank or any Affiliate of the Company or the Ban

3) the conviction of the Employee of amyne;

(4) conduct by the Employee that amountsiibul misconduct, gross neglect, or a materaildre to
perform the Employee’s duties and responsibiliieseunder, including prolonged absences withouwfitien consent of the Chairman of the
Board of Directors of the Company or the Presi@dent Chief Executive Officer of the Compamyovidedthat the nature of such conduct shall
be set forth with reasonable particularity in atten notice to the Employee who shall have 15 lassirdays following delivery of such notice
to cure such alleged conduptpvidedthat such conduct is, in the reasonable discretidghe President and Chief Executive Officer of the
Company, susceptible to a cure;

(5) the exhibition by the Employee of anstard of behavior within the scope of or relateth®
Employee’s employment that is in violation of: &Ry written policy, which violation results in arlikely to result in a material loss or
regulatory criticism, (ii) any board committee deay or (iii) any code of ethics or business coriciiche Company or any Affiliate of the
Company;providedin each case that the nature of such behavior saadet forth with reasonable particularity in éten notice to the
Employee who shall have 15 business days followliglgyery of such notice to cure such alleged beatvaprovidedthat such behavior is, in t
reasonable discretion of the Chairman of the Boaidirectors or the President and Chief Executiffic®r of the Company, susceptible to a
cure;

(6) conduct or behavior by the Employed,timthe reasonable opinion of the Chairman ofBbard
of Directors of the Company or the President angkf{xecutive Officer of the Company, has harmedauld be expected to harm the
business or reputation of the Company, the BankngrAffiliate of the Company or the Bank, inclugiwithout limitation conduct or behavior
that is unethical or involves moral turpitude;

@) receipt of any form of written notideat any regulatory agency or authority having gidson over
the Company, the Bank, or any Affiliate of the Canp or the Bank has instituted any form of regulatction against the Employee; or

(8) the Employee’s removal from office @rmanent prohibition from participating in the cantof
the affairs of the Company, the Bank, or any Adfiéi of the Company or the Bank by an order issmel@uSection 8(e) or Section 8(g) of the
Federal Deposit Insurance Act (12 U.S.C. § 181&(e) (9)).

(i) In the context of the terminationtbfs Agreement by the Employee:
(1) a material reduction, when consideredhe aggregate, in the scope of the Emplayéeties an

responsibilities, which (A) is not consented tothg Employee in writing, or (B) does not occur witlthe 12 months following either t
SmartFinancial Merger or the merger of the Bank &nthrtBank;




(2) a material reduction, when considerethe aggregate, in the salary and other compemsatid
benefits provided for in Sectionhereof from the level in effect immediately priorsuch reduction, which is not consented to byBimgployee
in writing; or

3) a change in the location of the Emp@gerimary office such that the Employee is regdito
report regularly to an office located outside afsamile radius from the location of the Employegranary office as of the date of such change
in location, which change is not consented to leyEmployee in writing.

(9) “ Change of Contrdishall mean:

0] the acquisition by any person or passacting in concert (other than any officer(&gaor(s), and/or
shareholder(s) of the Company or any Affiliatelw Company), in a single transaction or serieglated transactions, of 50% or more of the
outstanding voting securities of the Company esditb vote in the election of Company directors;

(i) a reorganization, merger, or consatidn to which the Company is a party with respeathich persons
who were shareholders of the Company immediatétyr po such reorganization, merger, or consolidatio not immediately thereafter own
more than 50% of the combined voting power of #@ganized, merged, or consolidated company’s dligstanding voting securities entitled
to vote in the election of directors; or

(iii) the sale, transfer, or assignmentiiy Company of all or substantially all of the assd the Company and
its subsidiaries to any third party (excluding, fewer, any pledge by the Company of the capitalkstd@ny subsidiary of the Company to
secure indebtedness of the Company or for othezrgenorporate or commercial purposes).

Notwithstanding the foregoing, the Parties expseasknowledge and agree that neither the SmartEiakbMerger
nor any merger of the Bank and SmartBank (irrespecif the surviving bank of such merger) shallstdate or give rise to a Change of
Control for purposes of this Agreement.

(h) “ Codé shall mean the Internal Revenue Code of 198Gnasnded, and the rules and regulations promulgated
thereunder.

0] “ Competing Businessshall mean any person (other than an Affiliatelef Company or the Bank) that is
conducting any business that is the same or sufstarthe same as the Business of the Employer.

()] “ Confidential Informatiofi means data and information relating to the bussrnaf the Company or the Bank or any
Affiliate of the Company or the Bank (which doeg riee to the status of a Trade Secret) which isasrbeen disclosed to the Employee or of
which the Employee became aware as a consequencalobugh the Employee’s relationship with ther@any or the Bank or any Affiliate
of the Company or the Bank and which has valueamg@any or the Bank or any Affiliate of the Compamthe Bank and is not generally
known to its or their competitors. Confidentialdnhation shall not include any data or informatibat has been voluntarily disclosed to the
public by the Company or the Bank or any Affilimethe Company or the Banlpfovidedthat no such public disclosure shall be deemedctto t
voluntary when made without authorization by theptogee or any other employee of Company or the Rardny Affiliate of the Company
the Bank) or that has been independently develapddlisclosed by others or that otherwise entergtiblic domain through lawful means.




(k) “ Disability” shall mean the inability of the Employee to peniceach of the Employee’s duties and responsisliti
under this Agreement for a period of more than &isecutive daygqrovidedthat the Parties agree that, to the extent negessaomply with
Section 409A of the Code, the definition of “Didékt shall be amended to the definition of disdtyilrequired by Section 409A of the Code.

()] “ Employer Informatiofi shall mean, collectively, Confidential Informati@nd Trade Secrets.

(m) “ SmartFinancial Mergéshall mean the merger of SmartFinancial, Inchveibd into the Company, as
contemplated by that certain Agreement and Plaviefjer, by and among the Company, the Bank, Snrati€ial, Inc., and SmartBank, dated
December 5, 2014.

(n) “ PosfTermination Period shall mean a period of 12 months following the &ffe date of the termination of 1
Employee’s employment.

(0) “ Severance Benefishall mean any post-termination benefit(s) taphél by the Employer pursuant_to Section 5(:
(i) , Section 5(b)(i) or Section fereof.

(P) “ Trade Secretsshall mean information of the Company or the Banlany Affiliate of the Company or the Bank,
including without limitation technical and nontedtal data, formulas, patterns, compilations, protgadevices, methods, techniques,
drawings, processes, financial data, financial glgnoduct plans, and lists of actual or potemtigstomers, prospects, or suppliers, which:

() derives economic value, actual orembial, from not being generally known to, and being readily
ascertainable by proper means by, other personamobtain economic value from its disclosuress; and

(i) is the subject of efforts that ar@asenable under the circumstances to maintaindtecg.

2. Employee Duties

€) Position(s).The Employee will be employed as Executive VicesRlent and Chief Financial Officer of the
Company and as Executive Vice President and Chpef&ing Officer of the Bank and shall perform aligtharge faithfully the duties and
responsibilities which may be assigned to the Eggsdrom time to time in connection with the contdofcthe Employer'$usiness. The duti
and responsibilities of the Employee shall be comsueate with those of individuals holding similarsjgions at other bank holding companies
and banks similarly situated. The Employee willoelirectly to the Senior Executive Officer of tBank or such other officer as the Board of
Directors of the Company may determine.

(b) Full-Time Status In addition to the duties and responsibilitiee@fically assigned to the Employee pursuant to
Section 2(ahereof, the Employee shall:

0] subject to Section 2(legreof, during regular business hours devote sotists all of the Employee’s time,
energy, attention, and skill to the performancéefduties and responsibilities of the Employeeplyment (reasonable vacations, approvec
leaves of absence, and reasonable absences dlneds excepted) and faithfully and industrioustyfprm such duties and responsibilities;




(i) diligently follow and implement aleasonable and lawful policies and decisions comoatied to the
Employee; and

(iii) timely prepare and forward to the vegting party or parties all reports and accoustagymay be
reasonably requested of the Employee.

(c) Permitted Activities The Employee shall devote substantially all & Bmployee’s entire business time, attention,
and energies to the Business of the Employer aalll st during the Term be engaged (whether odooing normal business hours) in any
other significant business or professional actjwiiether or not such activity is pursued for gairfit, or other pecuniary advantage, but as
long as the following activities do not interferéiwthe Employee’s obligations to the Employerstbihall not be construed as preventing the
Employee from:

0] investing the Employee’s personakeassn any manner which will not require any sezgion the part of
the Employee in the operations or affairs of thigjett person and in which the Employee’s partiégrais solely that of an investqorovided
that such investment activity following the EffeetiDate shall not result in the Employee owningdfieially or of record, at any time 2% or
more of the equity securities of any Competing Bess; or

(i) participating in civic and professiraffairs and organizations and conferences, pirgpar publishing
papers or books, or teaching, so long as any sttohit@s do not interfere with the ability of tfemployee to effectively discharge the
Employee’s duties and responsibilities hereunpieyidedthat the Board of Directors of the Company or tlmBmay direct the Employee in
writing to resign from any such organization andfease any such activities in the event the BohRIrectors of the Company or the Bank
reasonably determines that continued membershifpaadtivities of the type identified would not imethe best interests of the Company or
Bank.

3. Term of Employmenfhe initial term of this Agreement (the “ Initiierm”), and the Parties’ employment relationship,
shall commence on and as of the Effective Date amiéss this Agreement is sooner terminated inr@ecae with its terms, shall end on the
date which is the second anniversary of the Effedilate. At the end of the Initial Term (and at émel of any one-year renewal term), this
Agreement will automatically renew for an additigreuccessive term of one year, unless the Employtre Employee gives the other written
notice of its intent to terminate this Agreemenbhthe end of the Initial Term (or as of the erfidn@ then-current renewal term) at least 60
days prior to the end of the Initial Term (or theurrent renewal term). The Initial Term and any aldenewal terms, if any, are referred to
together herein as the “ Terfh

4, Compensatiomhe Employer shall compensate the Employee &sifslduring the Employee’s period of employment
hereunder, except as otherwise provided below:

€) Annual Base SalaryThe Employee shall be compensated at an annsalrage of $130,000.00 per year (the “
Annual Base Salar). The Employee’s Annual Base Salary will be revés by the compensation committee of the Boardiddiors of the
Company at least annually (in accordance with traroittee’s charter and any procedures adoptedégdmmittee) for adjustments based on
an evaluation of the Employee’s performance. Th@lByee's Annual Base Salary shall be payable im@atance with the Employer’s normal
payroll practices.

(b) Annual Incentive Compensation.




0] The Employee shall be eligible toe® annual bonus compensation as determined byhased on
performance measures established by, the Boardre¢tdrs of the Company (upon recommendation byctmepensation committee)
consistent with the strategic plan(s) of the Emplgyursuant to any incentive compensation progtanrhay be adopted from time to time by
the Board of Directors of the Company (an “ AnnBahus”).

(i) Any Annual Bonus earned shall be payable in cashérfirst calendar quarter of the year followihg yea
in which the Annual Bonus is earned in accordanitle the Employer’s normal practices for the paymainthortterm incentives. The payme
of any Annual Bonus shall be subject to any apdsoeanon-objections required by any regulatorhef Company or the Bank or any Affiliate
of the Company or the Bank, and it is understoothkyParties that the Employee may not be eligibleceive any such Annual Bonus or
other short-term incentive compensation if the Canypor the Bank or any Affiliate of the Companytioé Bank is subject to restrictions
imposed on the Company or the Bank or any sucHidtfi by the United States Department of the Trgaghe Board of Governors of the
Federal Reserve System, Federal Deposit Insuraogeation, the Tennessee Department of Finangsitlitions, or any other bank or bank
holding company regulatory authority, or if the Guany or the Bank is otherwise restricted from mglpayment of such compensation under
applicable law.

(c) Reimbursement of Business Expen&asbject to the reimbursement policies from timéime adopted by the Boa
of Directors of the Company or the Bank, and cdasiswith the annual budget approved for the pediadng which an expense is incurred,
Employer will reimburse the Employee for reasonarld necessary business expenses incurred by thiyaa in the performance of the
Employee’s duties and responsibilities hereunpieyided, however, that, as a condition to any such reimbursembatEmployee shall
submit verification of the nature and amount ofteagpenses in accordance with said reimbursemdictgs Examples of appropriate
categories of reimbursable expenses include meimipsri professional and civic organizations, pssfenal development, and customer
entertainment. The Employee acknowledges that thpel&/er makes no representation with respect taakability or non-taxability of the
benefits provided under this Section 4(c)

(d) Cellular Telephone The Employer will provide the Employee with an [doyer-owned cellular telephone for use
by the Employee in the course of the Employee’sleympent for Employer-related business

(e) Paid Leave On a non-cumulative basis, the Employee shadirtitled to 26 days of paid leave per calendar,year
prorated for any partial calendar year of servidee provisions of this Section 4(&)all apply notwithstanding any less generous legide
policy then maintained by the Employer, but the elSEmployee’s paid leave shall otherwise be irbadance with and subject to the
Employer’s paid leave policy as in effect from titoetime.

® Other Benefits In addition to the benefits specifically descdbe this Agreement, the Employee shall be entitted
such benefits as may be available from time to tongmilarly situated employees of the Employecluding, by way of example only,
retirement plan and health, dental, life, and digglinsurance benefits. All such benefits shadl éwarded and administered in accordance wit
the written terms of any applicable benefit planifono written terms exist, the Employer’s stardipolicies and practices relating to such
benefits.




(9) Reimbursement of Expenses; In-Kind Benefit$ expenses eligible for reimbursement descrilvethis Agreement
must be incurred by the Employee during the Terithisf Agreement to be eligible for reimbursememyAn-kind benefits provided by the
Employer must be provided during the Term of thigéement. The amount of reimbursable expensesret,uand the amount of any in-kind
benefits provided, in one taxable year shall nfecifthe expenses eligible for reimbursement, i benefits provided, in any other taxable
year. Each category of reimbursement shall be @aagbon as administratively practicable, but irrwent shall any such reimbursement be
after the last day of the calendar year following talendar year in which the expense was incuiNeither rights to reimbursement norkimd
benefits shall be subject to liquidation or exchafay other benefits.

(h) Clawback of Compensatiomhe Employee agrees to return or repay any cosgtiem previously paid or otherwi
made available to the Employee that is subjeattovery under any applicable law, rule, or regatatincluding any rule of any exchange or
service on or through which the securities of tlen@any or any Affiliate of the Company are tradetiere such compensation was in excess
of what should have been paid or made availablausscthe determination of the amount due was basedhole or in part, on materially
inaccurate financial information of the EmployeheTEmployee agrees to return or repay promptlysaicyh compensation identified by the
Employer. If the Employee fails to return or regayh compensation promptly, the Employee agreg¢dhitbamount of such compensation 1
be deducted from any and all other compensatiorddwéhe Employee. The Employee acknowledges tigaEmployer may take appropriate
disciplinary action (up to and including terminatiof employment) if the Employee fails to returnrepay such compensation. The provisions
of this Section 4(h¥hall be modified to the extent, and remain inaffer the period, required by applicable law, rderegulation.

5. Termination of Employment

(a) Termination by EmployerDuring the Term, the Employee’s employment, drsl Agreement, may be terminated
by the Employer:

0] for Cause, upon written notice to trmployee approved by two-thirds of the memberthefBoard of
Directors of the Company, in which event the Emploghall not be entitled to any post-terminatiomgensation or benefits;

(i) at any time without Caus@iovidedthat the Employer shall give the Employee at |88stlays prior
written notice of the Employer’s intent to termiegtin which event the Employer shall (1) be reegito pay to the Employee a severance
benefit equal to one times the Employee’s AnnuaeBBalary as of the date of termination, said hieteebe payable over the course of the 12-
month period following termination in accordancehwthe Employer’'s normal payroll practices, andré&inburse the Employee for the
reasonable cost of premium payments paid by thel@me to continue the Employee’s then-existing theialsurance for himself as provided
by the Employer for the lesser of (A) 12 monthddi@ing termination and (B) until such time as thafoyee obtains other employment
providing health insurance coveragegvidedthat the Employer may discontinue reimbursing thgByee for such premium payments for
applicable time period and instead provide a cagtment to the Employee (for the Employee to ushe&mployee deems appropriate) equal
to the amount of the remainder of such reimburspi@enium payments in the event that the Employ&rdenes that continued reimbursen
of premium payments would cause a violation of epple nondiscrimination rules (for the avoidan€éaubt, the termination of the
Employee’s employment by the Employer upon theldigg of the Employee under Section 5(a)(li¢low shall not be considered or deemed
termination of the Employee’s employment without€a under this Section 5(a)(ji)or




(iii) at any time upon the Disability ofalEmployee providedthat the Employer shall give the Employee at
least 30 days prior written notice of the Emploganitent to terminate), in which event the Employdiébe entitled to such benefits (if any) as
may be available to the Employee under the Empleyhsability insurance policy or policies (if antjen in effect.

(b) Termination by EmployeeDuring the Term, the Employee’s employment, drisl Agreement, may be terminated
by the Employee:

0] for Cause, in which event the Emploghkall (1) be required to pay to the Employeevessnce benefit
equal to (A) if termination is for Cause as defime&ection 1(f)(ii)(1)or Section 1(f)(ii)(3), one times the Employee’s Annual Base Salary as
of the date of termination, said benefit to be jg@ver the course of the 12-month period follggiarmination in accordance with the
Employer’'s normal payroll practices, or (B) if tamation is for Cause as defined_in Section 1({#ii) one times the Employee’s Annual Base
Salary immediately before the reduction in salargt ather compensation and benefits giving risetmination, said benefit to be payable ovel
the course of the 12-month period following terntimain accordance with the Employer’'s normal pdlypoactices, and (2) reimburse the
Employee for the reasonable cost of premium paysnesid by the Employee to continue the Employdestexisting health insurance for
himself as provided by the Employer for the lesdgA) 12 months following termination and (B) urguch time as the Employee obtains ¢
employment providing health insurance coverggeyidedthat the Employer may discontinue reimbursing thepyee for such premium
payments for the applicable time period and insf@adide a cash payment to the Employee (for thelByee to use as the Employee deems
appropriate) equal to the amount of the remainflsuch reimbursable premium payments in the eveitthe Employer determines that
continued reimbursement of premium payments woalgse a violation of applicable nondiscriminatiolestior

(i) at any time without Cause or upon Bisability of the Employee ffrovidedthat the Employee shall give
the Employer at least 60 days prior written noti€éhe Employee’s intent to terminate), in whiclertithe Employee shall not be entitled to
any post-termination compensation or benefits atfien such benefits (if any) as may be availabla¢cEmployee under the Employer’s
disability insurance policy or policies (if any)ethin effect.

(c) Termination by Mutual Agreemenburing the Term, the Employee’s employment, dnsl Agreement, may be
terminated at any time by mutual, written agreenoénihe Parties.

(d) Termination Upon DeathThe Employee employment, and this Agreement, shall terminateraatically upon th
death of the Employee.

(e) Effect of Termination; ResignatiotJpon the termination of the Employee’s employntesreunder, the Employer
shall have no further obligations to the Employethe Employee’s estate, heirs, beneficiaries, @togs, administrators, or legal or personal
representatives with respect to this Agreementeixior the payment of any amounts earned and ownigr_Sections 4(a)4(c) hereof as of
the effective date of the termination of the Emele’g employment and any payment(s) required byi@eb{a)(ii), Section 5(b)(i) or
Section 6of this Agreement. Further, upon the terminatiothef Employee’s employment, if the Employee is aniner of the Board of
Directors of the Company or the Bank or the bodrdirectors of any Affiliate of the Company or tBank, the Employee shall at the reque:
the Employer resign from his position(s) on suchrld¢s), with any and all such resignations to Iiectf/e not later than the date on which the
Employee’s employment is terminated.




6. Change of Control

€)) If within 12 months following a Change of Contrdlet Employer (or any successor of or to the Companthe
Bank) terminates the Employee’s employment with@atise, the Employee (or in the event of the Emgsysubsequent death the Emplogee
estate or designated beneficiary or beneficiaseghe case may be) shall receive, as liquidatethdes, in lieu of all other claims, a sever:
payment equal to two times the Employe@nnual Base Salary as of the date of terminagach amount to be paid in full in one lump :
payment on the last day of the month following ttege of termination of the Employseemployment. Additionally, the Employee \
continue to receive the health insurance plan ligsnétfen in effect for employees of the Employer tloe lesser of (i) 12 months followi
termination and (ii) until such time as the Empleyabtains other employment providing health insceaplan benefits, to include paymen
any Employer-funded portion of the plamovided, however, that the Employer may discontinue paying insse@OBRA premiums fc
health insurance coverage for the applicable tierdod and instead provide a cash payment to theldgme (for the Employee to use as
Employee deems appropriate) equal to the amoutiteofemainder of such COBRA premiums in the evieat the Employee determines |
continued provision of a COBRA subsidy would caaséolation of applicable nondiscrimination rules.

(b) If within 12 months following a Chamgf Control the Employee terminates the Employeaiployment with the
Employer (or any successor of or to the Comparth@Bank) for Cause, the Employee (or in the evéttie Employee’s subsequent death the
Employee’s estate or designated beneficiary orfi@ages, as the case may be) shall receive gasdated damages, in lieu of all other claims,
a severance payment equal to (i) if terminatidioisCause as defined in Section 1(f)(ii)¢Ir)Section 1(f)(ii)(3), two times the Employee’s
Annual Base Salary as of the date of terminationhsamount to be paid in full in one lump sum pagthan the last day of the month followi
the date of termination of the Employee’s employmen(ii) if termination is for Cause as definedSection 1(f)(ii)(2), two times the
Employee’s Annual Base Salary immediately befogeréduction in salary and other compensation andfiie giving rise to termination, such
amount to be paid in full in one lump sum paymeantie last day of the month following the dateeshiination of the Employee’s
employment. Additionally, the Employee will conteto receive the health insurance plan benefits itheffect for employees of the Emplo
for the lesser of (i) 12 months following termirmatiand (ii) until such time as the Employee obtaitter employment providing health
insurance plan benefits, to include payment of amployer-funded portion of the plaprovided, however, that the Employee may
discontinue paying insurer(s) COBRA premiums faaltieinsurance coverage for the applicable timépeand instead provide a cash
payment to the Employee (for the Employee to usb@&mployee deems appropriate) equal to the anuduhe remainder of such COBRA
premiums in the event that the Employer determihascontinued provision of a COBRA subsidy wousdise a violation of applicable
nondiscrimination rules.

7. Employer Information

€) Ownership of Employer InformatiarAll Employer Information received or developedthg Employee or by the
Company, the Bank, or any Affiliate of the Compamythe Bank while the Employee is employed by thgp®yer shall be and will remain the
sole and exclusive property of the Company, thekBansuch Affiliate, as the case may be.

(b) Obligations of the Employeelrhe Employee agrees:
0] to hold all Employer Information itrigtest confidence;
(i) to not use, duplicate, reproducetritisite, disclose, or otherwise disseminate Empldyformation or any

physical embodiments of Employer Information to amauthorized recipient; and




(iii) in any event, to not take any actimausing any Employer Information to lose its chemaor cease to
qualify as, and to not fail to take any action resegy in order to prevent any Employer Informafimm losing its character or ceasing to
qualify as, Confidential Information or a Trade Bdpprovided, however, that none of the foregoing obligations shall pude the Employee
from making any disclosures of Employer Informatihich the Employee has been advised in writingnogpendent legal counsel are
required by applicable law, rule, or regulationisT8ection &hall survive for a period of two years followirtgttermination of this Agreeme
for any reason with respect to Confidential Infotima, and shall survive the termination of this &gment for any reason for so long as is
permitted by applicable law with respect to Tragersts.

(c) Delivery Upon Request or Terminatioblpon the request of the Employer, and in any eupon the termination of
the Employee’s employment with the Employer, theployee will promptly deliver to the Employer allggerty belonging to the Employer,
including without limitation all Employer Informatth then in the Employee’s possession or control.

8. NorCompetition; NorSolicitation; NonDisparagement

(a) Non-Competition The Employee agrees that during the period oftin@loyee’s employment by the Employer
hereunder and, in the event of the terminatiomefEmployees employment, for the period of time in which theftoyee is entitled to recei
any Severance Benefit, the Employee will not (exoepbehalf of or with the prior written consenttbé Employer):

0] within the Area, either directly ardirectly, on the Employee’s own behalf or in tieevice of or on behalf
of others, engage in any business, activity, entapor venture competitive with the Businesshef Employer;

(i) within the Area, either directly andirectly, perform for any Competing Business a@nviges that are the
same as, or substantially the same as, the setthiedsmployee provides or provided for the Emplpyer

(iii) within the Area, accept employmenthvor be employed by any person engaged in anyess; activity,
enterprise, or venture competitive with the Bussnalsthe Employer; or

(iv) work for or with, consult for, or otheise be affiliated with, in either a paid or unpaapacity, or be
employed by any person or group of persons progdsimestablish a new bank or other financial ingith within the Area.

(b) Non-Solicitation of CustomersThe Employee agrees that, during the period @Bmployee’s employment by the
Employer hereunder and, in the event of the tertiinaf the Employee’s employment for any reason flie duration of the Post-Termination
Period, the Employee will not, directly or indirlcexcept on behalf of or with the prior writteartsent of the Employer), on the Employee’s
own behalf or in the service of or on behalf ofest) solicit, divert, or appropriate, or attempsdtdicit, divert, or appropriate, any business f
any of the customer of the Company, the Bank, grAfiliate of the Company or the Bank, includingogpective customers actively sought
the Company, the Bank, or any Affiliate of the Canp or the Bank, with whom the Employee has ordwdact during the last two years of
the Employee’s employment with the Employer, forgmses of selling, offering, or providing produotsservices that are competitive with
those sold, offered, or provided by the Compang Bank, or any Affiliate of the Company or the Bank
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(c) Non-Solicitation of EmployeesThe Employee agrees that, during the period @Bimployee’s employment by the
Employer hereunder and, in the event of the tertiminaf the Employee’s employment for any reasonlie duration of the Post-Termination
Period, the Employee will not, directly or indirlciexcept on behalf of or with the prior writteartsent of the Employer), on the Employee’s
own behalf or in the service of or on behalf ofest) solicit, recruit, or hire away, or attempstdicit, recruit, or hire away, any employee of
Company, the Bank, or any Affiliate of the Compamythe Bank with whom the Employee had contactrduthe last two years of the
Employee’s employment with the Employer, regardEfsshether such employee is a full-time, part-timetemporary employee of the
Company, the Bank, such an Affiliate of the Companyhe Bank or such employee’s employment is pansto a written agreement, for a
determined period, or at will.

(d) Non-DisparagementThe Employee agrees that, during the period @Bimployee’s employment by the Employer
hereunder and for a period of two years thereafterEmployee will not make any untruthful statetr@nmitten or oral) that is or could
reasonably be perceived as disparaging to the Coynglze Bank, or any Affiliate of the Company oe tBank.

(e) Modification. The Parties agree that the provisions of this Ages# represent a reasonable balancing of their
respective interests and have attempted to lireitdéistrictions imposed on the Employee to thosesszy to protect the Employer from
inevitable disclosure of Confidential InformationdaTrade Secrets and/or unfair competition. Théiéaagree that, if the scope or
enforceability of this Agreement is in any way ditgd at any time and an arbitrator, court, or othier of fact determines that the scope of the
restrictions contained in this Agreement is ovealdkchen such arbitrator, court, or other triefagt may modify the scope of the restrictions
contained in this Agreement.

() Tolling. The Employee agrees that, in the event the Emplbogesches this Section, 8he Post-Termination Period
shall be tolled during the period of such breacth stmall be extended to 12 months after all breaoh#ss Agreement have ceased.

(9) Remedies The Employee agrees that the covenants containgection 7and_Section ®f this Agreement are of
the essence of this Agreement; that each of suobnamts is reasonable and necessary to protebutieess, interests, and properties of the
Company and the Bank and their Affiliates; and thaparable loss and damage will be suffered byEmployer should the Employee breach
any of such covenants. Therefore, the Employeesagard consents that, in addition to any and hératemedies provided by or available at
law or in equity, the Employer shall be entitlecattemporary restraining order and temporary amsh@eent injunctions to prevent a breach or
threatened or contemplated breach of any of therzants contained in Sectioro7 Section &f this Agreement, and that, in such event, the
Employer shall not be required to post a bond. Eimployer and the Employee agree that all remediaiadle to the Employer shall be
cumulative.

9. Severability The Parties agree that each of the provisioraded in this Agreement is separate, distinct, sancerable fror
the other provisions of this Agreement and thatitialidity or unenforceab|l|ty of any provision tfis Agreement shall not affect the validity
or enforceability of any other provision of this legment. Further, if any provision of this Agreernierruled invalid or unenforceable by a
court of competent jurisdiction because of a cohflietween the provision and any applicable lave, megulation, or public policy, the
provision shall be redrawn to make the provisionsistent with, and valid and enforceable under daw, rule, regulation, or public policy.

11




10. No Sebff by Employee The existence of any claim, demand, action, aseaf action by the Employee against the
Company, the Bank, or any Affiliate of the Compamyhe Bank, whether predicated upon this Agreeroentherwise, shall not constitute a
defense to the enforcement by the Employer of drilggoEmployer’s rights hereunder.

11. NoticesAll notices, requests, waivers, and other comiations required or permitted hereunder shall beriting and
shall be either personally delivered; sent by mati@vernight courier service, postage prepaidi-besinessday delivery guaranteed; or mai
by first class United States Mail, postage prepeidrn receipt requested, to the recipient at tti¥esss below indicated:

If to the Employer Cornerstone Bancshares, |
Cornerstone Community Bal
Attention: Chairman, Board of Directa
835 Georgia Avenu
Chattanooga, Tennessee 37.

If to the Employee Gary W. Petty
14 Overbrook Drive
Ringgold, Georgia 3073

or to such other address or to the attention dfi siiser person as the recipient Party shall hageifipd by prior written notice to the sending
Party. All such notices, requests, waivers, anérotbmmunications shall be deemed to have beeatietty given: (a) when personally
delivered to the Party to be notified; (b) two Imesis days after deposit with a national overnighbtier service, postage prepaid, addressed tc
the Party to be notified as set forth above witkt{risiness-day delivery guaranteed; or (c) fowgitess days after deposit in the United State
Mail, first class, postage prepaid with return ipteequested, at any time other than during a ggéscontinuance of postal service due to
strike, lockout, or otherwise (in which case suotiae, request, waiver, or other communicationIdimkffectively given upon receipt), and
addressed to the Party to be notified as set &dstive. A Party may change such Party’s notice addyet forth above by giving the other Party
10 days written notice of the new address in thamaaset forth above.

12. AssignmentThe rights and obligations of the Company and&aek under this Agreement shall inure to the bienéand
shall be binding upon the successors and assigh& @ompany and the Bank, including without limida a purchaser of all or substantially
of the assets of the Company or the Bank. If thgse&ment is assigned pursuant to the foregoingseat the assignment shall be by novation
and the assigning Party shall have no furtherlltgtiiereunder, and the successor or assign skafirhe the “Company” or the “Bank,” as
applicable, hereunder, but the Employee will notlbemed to have experienced a termination of empoy by virtue of such assignment.
Without limiting the generality of the foregoindpet Parties expressly acknowledge and agree thiite iavent of any merger of the Bank with
and into SmartBank, SmartBank as the surviving larduch merger will, as successor by merger tdtmek, succeed to all rights and
obligations of the Bank hereunder, without anyHartaction by the Parties, and that at and afeeffective time of such merger, all referer
in this Agreement to the “Banlshall be references to SmartBank as successor lgeme the Bank. This Agreement is a personalrashanc
the rights and interest of the Employee may nadsigned by the Employee. This Agreement shalkitathe benefit of and be enforceable
the Employee and the Employee’s personal or legaksentatives, executors, administrators, suasgdsairs, distributees, devisees, and
legatees.

13. Waiver A waiver by one Party to this Agreement of angvision of this Agreement or of any breach of thigeement by

any other Party to this Agreement shall not beatiffe unless in writing, and no waiver shall operat be construed as a waiver of the same ¢
any other provision or breach on any other or sgilset occasion.

12




14, Mediation Except with respect to Section %ection § and_Section 2RBereof, and except as provided in Sectioméof,
in the event of any dispute arising out of or liaato this Agreement, or a breach hereof, whigpdie cannot be settled through direct
discussions between or among the Parties, theeBagiree to first endeavor to settle the dispusmiamicable manner by non-binding
mediation in accordance with the rules of alten@adispute resolution of the State of Tennessethéojudicial circuit containing Knox Count
Tennessee (or such other judicial circuit mutuatiyeed to by the Parties) before resorting to dngrgorocess for resolving the dispute.

15. Applicable Law and Choice of Foruithis Agreement shall be governed by and constameldenforced under and in
accordance with the laws of the State of Tennessgig®yut regard to or the application of principtEfsconflicts of laws. The Parties agree that
any legal action or proceeding arising under athed to this Agreement shall be brought in a stat@t of record located in Knox County,
Tennessee (or such other venue mutually agreeg tteebParties), or, in the event (but only in therg) that no such state court has subject
matter jurisdiction over such action or proceedinghe United States District Court for the EastBistrict of Tennessee, which courts shall
have exclusive jurisdiction over any such actiopmarceeding. Each Party consents to, and waiveshbjegtion such Party may otherwise have
to, the jurisdiction and venue of such courts.

16. InterpretationWords used herein importing any gender inclutlgexiders. Words used herein importing the singshail
include the plural and vice versa. When used hete@terms “herein,” “hereunder,” “hereby,” “hesétand “hereof,” and any similar terms,
refer to this Agreement. When used herein, the tperson” shall include an individual, a corporati@ limited liability company, a
partnership, an association, a trust, and any @thiéty or organization, whether or not incorpodat&ny captions, titles, or headings preceding
the text of any section or subsection of this Agrest are solely for convenience of reference aatl abt constitute part of this Agreement or
affect its meaning, construction, or effect.

17. Entire Agreement his Agreement embodies the entire, final, anegrated agreement of the Parties on the subjeitéma
stated in this Agreement. No amendment or supplémesr modification of this Agreement shall beidadr binding upon the Company, the
Bank, or the Employee unless made in a writingesiploy all of the Parties. All prior understandiagsl agreements relating to the subject
matter of this Agreement are hereby expressly teated.

18. CounterpartsThis Agreement may be executed in counterpaatsh ef which shall be deemed an original but alivbich
together shall be deemed to be one and the sarmeragnt. A signed copy of this Agreement delivengflosimile, e-mail, or other means of
electronic transmission shall be deemed to havedhe legal effect as delivery of an original sihnepy of this Agreement.

19. Rights of Third Partie®Nothing herein expressed is intended to or sfetionstrued to confer upon or give to any person,
other than the Parties hereto and their succeasdrpermitted assigns, any rights or remedies unrdey reason of this Agreement.

20. Legal Feedn the event of any claim, action, suit, or predi@g arising out of or in any way relating to thigreement, the
prevailing Party or Parties shall be entitled tooreer from the non-prevailing Party or Partiesedisonable fees, expenses, and disbursement
including without limitation reasonable attornefees and court costs, incurred by such prevailiagyPor Parties in connection with such
claim, action, suit, or proceeding, in additioratoy other relief to which such prevailing PartyRarrties may be entitled at law or in equity.

survive the expiration and/or termination of thigréement and/or the termination of the Employegsipleyment hereunder for the periods
expressly designated under such sections or,s$tch period is designed, for the maximum periodnigsible under applicable law.

21. Survival The obligations of the Parties pursuant to Saestié(h), 7, 8, 14, 15, 20, 21, 23, 24, 25, 26, 27, and 28hall
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22. Representation Regarding Restridiisgenants The Employee represents that the Employee ismbtvill not become a
party to any non-competition or non-solicitatiorregment or any other agreement which would prothigitEmployee from entering into this
Agreement or providing the services for the Emptayantemplated by this Agreement on or after tHedEive Date. In the event the Employee
is subject to any such agreement, this Agreemaait Isb rendered null and void and the Employerldfate no obligations to the Employee
under this Agreement.

23. Right to ContaciThe Employee acknowledges and agrees that théolgershall retain and have the right to contagt an
new employer or potential employer (or other bus#f)@nd apprise such person of the Employee’s negglities and obligations owed under
this Agreement.

24, Section 409Alt is the intent of the Parties for any paymenivhich the Employee is entitled under this Agreetite be
exempt from Section 409A of the Code to the maxinaxtent permitted under Section 409A of the Codmwéler, if any amounts payable
considered to be “nonqualified deferred compensasobject to Section 409A of the Code, such am®shall be paid and provided in a
manner that, and at such time and in such forrnamplies with the applicable requirements of Sectio9A of the Code to avoid the
unfavorable tax consequences provided thereindoraompliance. Neither the Employee nor the Empisyll intentionally take any action
to accelerate or delay the payment of any amouarasy manner which would not be in compliance \@#ttion 409A of the Code without the
consent of the other Party. For purposes of thiségent, all rights to payments shall be treatetlyhss to receive a series of separate
payments to the fullest extent allowed by Sectio@Alof the Code. To the extent that some portiothefpayments provided for under this
Agreement may be bifurcated and treated as exenmpt $ection 409A of the Code under the “short-tdeferral” or “separation pay”
exemptions, then such amounts may be so treatexkaspt from Section 409A of the Code.

25. Tax Matters

(a) Withholding of TaxesThe Employer may deduct and withhold from any ants payable under this Agreement all
federal, state, city, or other taxes the Emplogeequired to deduct or withhold pursuant to agfie law, rule, regulation, or ruling.

(b) Excise Taxes
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0] In the event that any amounts payainléer this Agreement or otherwise to the Emplayeeld (1)
constitute “parachute payments” within the meammh§ection 280G of the Code or any comparable sstreprovision and (2) but for this
Section 25(b) be subject to the excise tax imposed by Secta®@9 4f the Code or any comparable successor poovighe “ Excise TaX),
then such amounts payable to the Employee shalitber (y) provided to the Employee in full or @pvided to the Employee to the maxim
extent that would result in no portion of such Haadeing subject to the Excise Tax, whichevethaf foregoing amounts, when taking into
account applicable federal, state, local, and fpré@icome and employment taxes, the Excise Taxaagdther applicable taxes, results in the
Employee’s receipt, on an after-tax basis, of tteatgst amount of benefits, notwithstanding thadradome portion of such benefits may be
taxable under the Excise Tax. Unless the Emplogdrthe Employee otherwise agree in writing, anydeination required under this
Section 25(b¥hall be made in writing in good faith by the Eny@ds independent accounting firm (the “ Indeperideccountants). In the
event of a reduction in benefits hereunder, thectdn of the total payments shall apply as followsless otherwise agreed in writing and <
agreement is in compliance with Section 409A ofGlgle: (1) any cash severance payments subjeeicti8 409A of the Code due under 1
Agreement shall be reduced, with the last such eaymue first forfeited and reduced, and sequéyntiatreafter working from the next last
payment; (2) any cash severance payments not $ubjSection 409A of the Code due under this Agreetnshall be reduced, with the last
such payment due first forfeited and reduced, aogientially thereafter working from the next laayment; (3) any acceleration of vesting of
any equity subject to Section 409A of the Codelskatain as originally scheduled to vest, with tfzche that would vest last (without any
such acceleration) first remaining as originallpestuled to vest; and (4) any acceleration of vgstirany equity not subject to Section 409/
the Code shall remain as originally scheduled &i,vgith the tranche that would vest last (withaoy such acceleration) first remaining as
originally scheduled to vest. For purposes of mgkire calculations required by this Section 25¢he Independent Accountants may make
reasonable assumptions and approximations congeapiplicable taxes and may rely on reasonable,-fgitidinterpretations concerning the
application of the Code and other applicable legahority. The Employer and the Employee shallighro the Independent Accountants suct
information and documents as the Independent Adeotsimay reasonably request in order to makeardatation under this Section 25(b)
The Employer shall bear all costs that the Indepahdccountants may reasonably incur in connegtiith any calculations contemplated by

this Section 25(b)

(i) If notwithstanding any reductions debed in this Section 25(lthe Internal Revenue Service (the “ IRS
determines that the Employee is liable for the &xdiax as a result of the receipt of amounts payaddier this Agreement or otherwise as
described above, then the Employee shall be obligtat pay back to the Employer, within 30 daysradténal IRS determination or, in the
event that the Employee challenges the final IRBrd@nation, a final judicial determination, a pornt of such amounts equal to the Repayr
Amount. The “ Repayment Amouyitwith respect to the payment of benefits, shalkthe smallest such amount, if any, that is requioebe
paid to the Employer so that the Employee’s netratix proceeds with respect to any payment offilsr{after taking into account the
payment of the Excise Tax and all other applicédskes imposed on such payment) are maximized. Bpaynent Amount with respect to the
payment of benefits shall be zero if a Repaymenbim of more than zero would not result in the Eogpk’s net after-tax proceeds with
respect to the payment of such benefits being magih If the Excise Tax is not eliminated pursuarthis_Section 25(b)the Employee shall
pay the Excise Tax.

(iii) Notwithstanding any other provisiofithis Section 25(b) if (1) there is a reduction in the payment of
benefits as described in this Section 25((2) the IRS later determines that the Employdmlide for the Excise Tax, the payment of which
would result in the maximization of the Employepé&t after-tax proceeds (calculated as if the Engsés/benefits had not previously been
reduced), and (3) the Employee pays the Excise thar,the Employer shall pay to the Employee theseefits which were reduced pursuant
to this_Section 25(bds soon as administratively possible after the Byg# pays the Excise Tax, so that the Employeé’after-tax proceeds
with respect to the payment of benefits are maxéuwhiz

26. Regulatory Restriction$he Parties expressly acknowledge and agre€ahany and all payments contemplated by this
Agreement are subject to and conditioned upon tiaipliance with 12 U.S.C. § 1828(k) and 12 C.R&rt 359, as such laws and regulations
may be amended from time to time, and (b) the akiigs of the Parties under this Agreement arergépesubject to such conditions,
restrictions, and limitations as may be imposedftone to time by applicable state and/or fedeealking laws, rules, and regulations.
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27. Effect on Executive CharigeControl Severance Agreementhe Parties intend for this Agreement to supersetl
replace that certain Executive Change-in-Contrekegance Agreement dated December 16, 2013, byrandgthe Company, the Bank, and
the Employee (the " Severance Agreenig¢nfccordingly, on and as of the Effective Datedawithout any further action by the Parties, this
Agreement shall supersede and replace the SeveAgmeement and the Severance Agreement shall atitaihabe cancelled and shall have
no further force or effect with the parties there&wing no further rights or obligations thereundisr executing this Agreement, the Parties
hereby waive the requirements of Section 5.5 offeerance Agreement, which if not waived wouldinegthe inclusion in the Merger
Agreement of the “Payments Upon Termination” (ashsterm is defined in the Severance Agreement)rbdioal approval of the Merger

Agreement by the boards of directors of the Compard/the Bank.

28. Nature of Employer ObligationEhe obligations of the Company and the Bank hateushall be joint and several.

( Signature Page Follows
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IN WITNESS WHEREOF, the Company, the Bank, andBh®loyee have executed and delivered this Agreeaseof the date first
written above.

COMPANY: CORNERSTONE BANCSHARES, INC

By: /s/ W. Miller Welborn

W. Miller Welborn
Chairman

BANK: CORNERSTONE COMMUNITY BANK

By: /s/ W. Miller Welborn
W. Miller Welborn
Chairman

EMPLOYEE:
/sl Gary W. Pett
Gary W. Petty, Ji

(Signature Page to Petty Employment Agreement)




Exhibit 10.4
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT is made and entered iatoof December 5, 2014 (the “ Effective Dgteby and between
Cornerstone Community Bank, a banking corporatiganized under the laws of the State of Tennedkeée Bank”), and Robert B. Watson,
a resident of the State of Tennessee (the “* Emply&he Bank and the Employee are sometimes refd@orderein collectively as the “
Parties,” and each is sometimes referred to herein indiaily as a “ Party”

RECITALS
A. The Bank desires to employ the Empéogie President, and the Employee desires to asgelptemployment.
B. The Parties desire to set forth iz hgreement the terms and conditions upon whictethployee will be so employed.
AGREEMENT

In consideration of the premises set forth abdwe niutual agreements hereinafter set forth, angr gfhod and valuable considerati
the receipt and sufficiency of which are herebynaeidedged, the Parties hereby agree as follows:

1. Definitions When used in this Agreement, the following teand their variant forms shall have the meaning$ostit
below:

(a) “ Affiliate” shall mean any person that controls, is contdbbig, or is under common control with another perso
For this purpose, “controfheans ownership of more than 50% of the ordinatinggower of the outstanding equity securitieg gferson. Fc
the avoidance of doubt, it is expressly acknowledfeat, following the SmartFinancial Merger, thenBand SmartBank, a banking corpora
organized under the laws of the State of TenndssemartBank”), will be Affiliates for purposes of this Agreeme

(b) “ Agreemeritshall mean this Employment Agreement and any agjges incorporated herein together with any
amendments hereto made in the manner describbiAgreement.

(c) “ Ared’ shall mean, during the period of the Employeetpiyment, a radius of 75 miles from each bankifiig®
(whether a main office, branch office, or loan epdsit production office) maintained by the Bank/an any Affiliate of the Bank from time
time during such period of employment, and, follogvthe period of the Employeeémployment, a radius of 75 miles from each bankifice

(whether a main office, branch office, or loan epdsit production office) maintained by the Bankl/an any Affiliate of the Bank as of the i
day of the Employee’s employment.

(d) “ Board of Directorsshall mean the board of directors of the Bank],amhere appropriate, any committee or
designee thereof.

(e) “ Business of the Bahlshall mean the business conducted by the Bank manjoAffiliate of the Bank, which shi
include the business of commercial and consumekibgn

) “ Causé shall mean:

(@ In the context of the terminationtbfs Agreement by the Bank:




(1) a breach of the terms of this Agreentgntthe Employee not cured by the Employee withs
business days after the Employee’s receipt of #iekB written notice thereof, including without limita failure by the Employee to perfo
the Employee’s duties and responsibilities in tlener and to the extent required under this Agreéme

(2) any act by the Employee of fraud agaimisappropriation from, or dishonesty to the Banlany
Affiliate of the Bank;

3) the conviction of the Employee of amyne;

4 conduct by the Employee that amounisgitibul misconduct, gross neglect, or a materaildre to
perform the Employee’s duties and responsibilitieseunder, including prolonged absences withouttitteen consent of the Chairman of the
Board of Directors or the President and Chief ExgelOfficer of the Companyprovidedthat the nature of such conduct shall be set fwith
reasonable particularity in a written notice to Braployee who shall have 15 business days followllgery of such notice to cure such
alleged conducprovidedthat such conduct is, in the reasonable discretidhe Chairman of the Board of Directors or theditent and Chief
Executive Officer of the Company, susceptible tuee;

(5) the exhibition by the Employee of anstard of behavior within the scope of or relatethi
Employee’s employment that is in violation of: &Ry written policy, which violation results in arlikely to result in a material loss or
regulatory criticism, (ii) any board committee deay or (iii) any code of ethics or business coridifiche Bank or any Affiliate of the Bank;
providedin each case that the nature of such behavior Bbalkt forth with reasonable particularity in d@ten notice to the Employee who
shall have 15 business days following deliverywdtsnotice to cure such alleged behavimovidedthat such behavior is, in the reasonable
discretion of the Chairman of the Board of Direstor the President and Chief Executive Officethaf Company, susceptible to a cure;

(6) conduct or behavior by the Employed,timthe reasonable opinion of the Chairman ofBbard
of Directors of the Company or the President an@fxecutive Officer of the Company, has harmedauld be expected to harm the
business or reputation of the Bank or any Affiliafehe Bank, including without limitation condumt behavior that is unethical or involves
moral turpitude;

(7 receipt of any form of written notideat any regulatory agency or authority having flidgon ovet
the Bank or any Affiliate of the Bank has institii@ny form of regulatory action against the Empéyya

(8) the Employee’s removal from office @rmanent prohibition from participating in the cantof
the affairs of the Bank or any Affiliate of the Bahy an order issued under Section 8(e) or Se&ghof the Federal Deposit Insurance Act
(12 U.S.C. § 1818(e) and (g)).

(i) In the context of the terminationtbfs Agreement by the Employee:

(1) a material reduction, when consideredhe aggregate, in the scope of the Employeeties an
responsibilities, which (A) is not consented tothg Employee in writing, or (B) does not occur witlthe 12 months following either t
SmartFinancial Merger or the merger of the Bank &nhrtBank;

(2) a material reduction, when considerethe aggregate, in the salary and other compemsatid
benefits provided for in Sectionhereof from the level in effect immediately priorsuch reduction, which is not consented to byBmgployee
in writing; or




€)) a change in the location of the Emp@gerimary office such that the Employee is regdito
report regularly to an office located outside afsamile radius from the location of the Employegfanary office as of the date of such change
in location, which change is not consented to leyEmployee in writing.

(9) “ Change of Contrdishall mean:

0] the acquisition by any person or passacting in concert (other than any officer(§gaor(s), and/or
shareholder(s) of the Company or any Affiliate o Company), in a single transaction or serieglated transactions, of 50% or more of the
outstanding voting securities of the Company adito vote in the election of Company directors;

(i) a reorganization, merger, or consafidn to which the Company is a party with respecthich persons
who were shareholders of the Company immediatety po such reorganization, merger, or consolidatio not immediately thereafter own
more than 50% of the combined voting power of @ ganized, merged, or consolidated company'’s déstanding voting securities entitled
to vote in the election of directors; or

(iii) the sale, transfer, or assignmentixy Company of all or substantially all of the ass# the Company and
its subsidiaries to any third party (excluding, leer, any pledge by the Company of the capitalksté@ny subsidiary of the Company to
secure indebtedness of the Company or for othezrgenorporate or commercial purposes).

Notwithstanding the foregoing, the Parties expseasknowledge and agree that neither the SmartEiaMerger
nor any merger of the Bank and SmartBank (irre$gedf the surviving bank of such merger) shallstdnte or give rise to a Change of
Control for purposes of this Agreement.

(h) “ Company shall mean Cornerstone Bancshares, Inc., a Teeparporation and registered bank holding
company.

0] “ Cod¢€ shall mean the Internal Revenue Code of 198@nasnded, and the rules and regulations promulgated
thereunder.

“ Competing Businessshall mean any person (other than an Affiliatehef Bank) that is conducting any business
that is the same or substantially the same as tissBss of the Bank.

(K) “ Confidential Informatiotmeans data and information relating to the bussraf the Bank or any Affiliate of the
Bank (which does not rise to the status of a TiGeleret) which is or has been disclosed to the Eysplor of which the Employee became
aware as a consequence of or through the Empleyektionship with the Bank or any Affiliate ofetfBank and which has value to the Ban
any Affiliate of the Bank and is not generally knoto its or their competitors. Confidential Infortima shall not include any data or
information that has been voluntarily disclosedhi® public by the Bank or any Affiliate of the Bagfrovidedthat no such public disclosure
shall be deemed to be voluntary when made withotltasization by the Employee or any other emplogkthe Bank or any Affiliate of the
Bank) or that has been independently developedimetbsed by others or that otherwise enters thigpdomain through lawful means.

)] “ Disability” shall mean the inability of the Employee to penficeach of the Employee’s duties and responsusliti
under this Agreement for a period of more than &isecutive daygqrovidedthat the Parties agree that, to the extent negessaomply with
Section 409A of the Code, the definition of “Didékf shall be amended to the definition of disdtyilrequired by Section 409A of the Code.




(m) “ Employer Informatiohshall mean, collectively, Confidential Informati@nd Trade Secrets.

(n) “ SmartFinancial Mergéshall mean the merger of SmartFinancial, Inchvitd into the Company, as
contemplated by that certain Agreement and Plaviesfier, by and among the Company, the Bank, Snrati€ial, Inc., and SmartBank, dated
December 5, 2014.

(0) “ PosfTermination Period shall mean a period of 12 months following the &ffee date of the termination of 1
Employee’s employment.

“ Severance Benefishall mean any post-termination benefit(s) tgobéd by the Bank pursuant to Section 5(a)(ii)
Section 5(b)(i) or Section Gereof.

(@) “ Trade Secretshall mean information of the Bank or any Affiéaof the Bank, including without limitation
technical and nontechnical data, formulas, patfermsipilations, programs, devices, methods, teclmsigdrawings, processes, financial data,
financial plans, product plans, and lists of actugbotential customers, prospects, or suppliehéclhw

0] derives economic value, actual orgoial, from not being generally known to, and being readily
ascertainable by proper means by, other personamobtain economic value from its disclosuress; and

(i) is the subject of efforts that ar@asenable under the circumstances to maintainéresg.

2. Employee Duties

(a) Position(s).The Employee will be employed as President of tarkBand shall perform and discharge faithfully the
duties and responsibilities which may be assigndgtie Employee from time to time in connection vifie conduct of the Bank’business. Th
duties and responsibilities of the Employee shaltbmmensurate with those of individuals holdingiksir positions at other banks similarly
situated. The Employee will report directly to thenior Executive Office of the Bank or such othificer as the Board of Directors may
determine.

(b) Full-Time Status In addition to the duties and responsibilitiesdfically assigned to the Employee pursuant to
Section 2(ahereof, the Employee shall:

0] subject to Section 2(lagreof, during regular business hours devote satistis all of the Employee’s time,
energy, attention, and skill to the performancéhefduties and responsibilities of the Employeewl®yment (reasonable vacations, approvec
leaves of absence, and reasonable absences dneds excepted) and faithfully and industrioustyfprm such duties and responsibilities;

(i) diligently follow and implement aleasonable and lawful policies and decisions comoatied to the
Employee; and

(iii) timely prepare and forward to the vegting party or parties all reports and accoustagymay be
reasonably requested of the Employee.




(c) Permitted Activities The Employee shall devote substantially all @ Bmployee’s entire business time, attention,
and energies to the Business of the Bank and sbafluring the Term be engaged (whether or nondunormal business hours) in any other
significant business or professional activity, wiegtor not such activity is pursued for gain, gradi other pecuniary advantage, but as long a
the following activities do not interfere with tl@mployee’s obligations to the Bank, this shall betconstrued as preventing the Employee
from:

0] investing the Employee’s personakeassn any manner which will not require any sezsion the part of
the Employee in the operations or affairs of thigjett person and in which the Employee’s partiégrais solely that of an investqorovided
that such investment activity following the EffeetiDate shall not result in the Employee owningidfieially or of record, at any time 2% or
more of the equity securities of any Competing Bess; or

(i) participating in civic and professiraffairs and organizations and conferences, pirggpar publishing
papers or books, or teaching, so long as any sttohit&s do not interfere with the ability of tlemployee to effectively discharge the
Employee’s duties and responsibilities hereunpieyidedthat the Board of Directors may direct the Emploiyeeriting to resign from any
such organization and/or cease any such activitiee event the Board of Directors reasonablyrdaitees that continued membership and/or
activities of the type identified would not be hetbest interests of the Bank.

3. Term of EmploymentfThe initial term of this Agreement (the “ Initiierm”), and the Partiee2mployment relationship, sh
commence on and as of the Effective Date and, sitiiés Agreement is sooner terminated in accordaiitteits terms, shall end on the date
which is the second anniversary of the EffectivéeDAt the end of the Initial Term (and at the @fidny one-year renewal term), this
Agreement will automatically renew for an additigreuccessive term of one year, unless the BatlkeoEmployee gives the other written
notice of its intent to terminate this Agreemenbhthe end of the Initial Term (or as of the erfidn@ then-current renewal term) at least 60
days prior to the end of the Initial Term (or theurrent renewal term). The Initial Term and any aldenewal terms, if any, are referred to
together herein as the “ Terfh

4, CompensatianThe Bank shall compensate the Employee as folthwimg the Employee’s period of employment hereund
except as otherwise provided below:

(a) Annual Base SalaryThe Employee shall be compensated at an annsalrbée of $175,000.00 per year (the “
Annual Base Salar}). The Employee’s Annual Base Salary will be rewégl by the compensation committee of the Boarditdd@ors at least
annually (in accordance with the committee’s chaated any procedures adopted by the committegdstments based on an evaluation of
the Employee’s performance. The Employee’s AnnuweeBSalary shall be payable in accordance witBéamk’s normal payroll practices.

(b) Annual Incentive Compensation.

@ The Employee shall be eligible toe® annual bonus compensation as determined byhased on
performance measures established by, the Boardreftdrs (upon recommendation by the compensatomuaittee) consistent with the
strategic plan(s) of the Bank pursuant to any itieercompensation program that may be adopted fiom to time by the Board of Directors
(an “ Annual Bonus).




(i) Any Annual Bonus earned shall be payable in casharfirst calendar quarter of the year followihg tyea
in which the Annual Bonus is earned in accordanite the Bank’s normal practices for the paymenstudrt-term incentives. The payment of
any Annual Bonus shall be subject to any approvatton-objections required by any regulator of Bamk or any Affiliate of the Bank, and it
is understood by the Parties that the Employee moape eligible to receive any such Annual Bonustbher shorterm incentive compensatis
if the Bank or any Affiliate of the Bank is subjdotrestrictions imposed on the Bank or any sudilidte by the United States Department of
the Treasury, the Board of Governors of the Fedeeskerve System, Federal Deposit Insurance Corpoydéite Tennessee Department of
Financial Institutions, or any other bank or baokding company regulatory authority, or if the Baslotherwise restricted from making
payment of such compensation under applicable law.

(c) Reimbursement of Business Expensagbject to the reimbursement policies from timéirne adopted by the Boa
of Directors, and consistent with the annual budggroved for the period during which an expensedsrred, the Bank will reimburse the
Employee for reasonable and necessary businesasegicurred by the Employee in the performantbeEmployee’s duties and
responsibilities hereundgurovided, however, that, as a condition to any such reimbursembatEmployee shall submit verification of the
nature and amount of such expenses in accordaticesaid reimbursement policies. Examples of apfatgrcategories of reimbursable
expenses include memberships in professional afc aiganizations, professional development, arglaraer entertainment. The Employee
acknowledges that the Bank makes no representaitbrrespect to the taxability or non-taxabilitytbe benefits provided under this Section 4

(©.

(d) Cellular Telephone The Bank will provide the Employee with a Bankrmd cellular telephone for use by the
Employee in the course of the Employee’s employrf@nBank-related business.

(e) Paid Leave On a non-cumulative basis, the Employee shafiritled to 26 days of paid leave per calendar,year
prorated for any partial calendar year of servidee provisions of this Section 4(&)all apply notwithstanding any less generous legide
policy then maintained by the Bank, but the usEmployee’s paid leave shall otherwise be in acawdavith and subject to the Bank’s paid
leave policy as in effect from time to time.

) Other Benefits In addition to the benefits specifically descdbe this Agreement, the Employee shall be entitted
such benefits as may be available from time to tongmilarly situated employees of the Bank, indhg, by way of example only, retirement
plan and health, dental, life, and disability iresure benefits. All such benefits shall be awardeblaaministered in accordance with the wri
terms of any applicable benefit plan or, if no venit terms exist, the Bank’s standard policies aadtjres relating to such benefits.

(9) Reimbursement of Expenses; In-Kind Benefit$ expenses eligible for reimbursement descrilvethis Agreement
must be incurred by the Employee during the Terithisf Agreement to be eligible for reimbursememyAn-kind benefits provided by the
Bank must be provided during the Term of this Agneat. The amount of reimbursable expenses incuaretithe amount of any in-kind
benefits provided, in one taxable year shall nfecifthe expenses eligible for reimbursement, i benefits provided, in any other taxable
year. Each category of reimbursement shall be @ggbon as administratively practicable, but irrwent shall any such reimbursement be
after the last day of the calendar year following talendar year in which the expense was inculNeither rights to reimbursement norkimd
benefits shall be subject to liquidation or exchafay other benefits.




(h) Clawback of Compensatiormhe Employee agrees to return or repay any cosgtiem previously paid or otherwi
made available to the Employee that is subjeattovery under any applicable law, rule, or regatatincluding any rule of any exchange or
service on or through which the securities of ta@iBor any Affiliate of the Bank are traded) wheueh compensation was in excess of what
should have been paid or made available becaustethemination of the amount due was based, in@vboin part, on materially inaccurate
financial information of the Bank. The Employeeegg to return or repay promptly any such compeamsédientified by the Bank. If the
Employee fails to return or repay such compensagiromptly, the Employee agrees that the amountici sompensation may be deducted
from any and all other compensation owed to the |[Byge. The Employee acknowledges that the Banktadesy appropriate disciplinary acti
(up to and including termination of employment)ié Employee fails to return or repay such compgnsal he provisions of this Section 4(h)
shall be modified to the extent, and remain inaffer the period, required by applicable law, rderegulation.

5. Termination of Employment
(a) Termination by BankDuring the Term, the Employeeémployment, and this Agreement, may be terminiayatie
Bank:
0] for Cause, upon written notice to #rmployee approved by two-thirds of the memberthefBoard of

Directors, in which event the Employee shall nothétled to any post-termination compensationendiits;

(i) at any time without Causeiovidedthat the Bank shall give the Employee at least8@& grior written
notice of the Bank’s intent to terminate), in whisvent the Bank shall (1) be required to pay toBheployee a severance benefit equal to one
times the Employee’s Annual Base Salary as of #te df termination, said benefit to be payable dlrercourse of the 12-month period
following termination in accordance with the Banki@rmal payroll practices, and (2) reimburse theplelyee for the reasonable cost of
premium payments paid by the Employee to contiheeBmployee’s then-existing health insurance fordalf as provided by the Bank for the
lesser of (A) 12 months following termination afg) (ntil such time as the Employee obtains otheplegment providing health insurance
coverageprovidedthat the Bank may discontinue reimbursing the Eygxofor such premium payments for the applicalobe fperiod and
instead provide a cash payment to the Employeeh®Employee to use as the Employee deems apat®pequal to the amount of the
remainder of such reimbursable premium paymentisarevent that the Bank determines that continagdlbursement of premium payments
would cause a violation of applicable nondiscrinimarules (for the avoidance of doubt, the terrioraof the Employee’s employment by the
Bank upon the disability of the Employee under Bach(a)(iii) below shall not be considered or deemed terminatidhe Employee’s
employment without Cause under this Section 5{3g)(or

(iii) at any time upon the Disability ofdlEmployee providedthat the Bank shall give the Employee at least 3
days prior written notice of the Bank’s intent érhinate), in which event the Employee will be #adi to such benefits (if any) as may be
available to the Employee under the Bank’s disghitisurance policy or policies (if any) then irfesft.

(b) Termination by EmployeeDuring the Term, the Employee’s employment, dnsl Agreement, may be terminated
by the Employee:

0] for Cause, in which event the Banhlkfil) be required to pay to the Employee a sexagdenefit equal to
(A) if termination is for Cause as defined_in Sewtil (f)(ii)(1) or Section 1(f)(ii)(3), one times the Employee’s Annual Base Salary dlseof
date of termination, said benefit to be payable dve course of the 12-month period following taration in accordance with the Bank’s
normal payroll practices, or (B) if terminationf® Cause as defined in Section 1(f)(ii)(2)ne times the Employee’s Annual Base Salary
immediately before the reduction in salary and otmmpensation and benefits giving rise to ternimatsaid benefit to be payable over the
course of the 12-month period following terminatioraccordance with the Bank’s normal payroll piced, and (2) reimburse the Employee
for the reasonable cost of premium payments paith®Employee to continue the Employee’s then-mgdtealth insurance for himself as
provided by the Bank for the lesser of (A) 12 marfitllowing termination and (B) until such timethge Employee obtains other employment
providing health insurance coveragegvidedthat the Bank may discontinue reimbursing the Eygédfor such premium payments for the
applicable time period and instead provide a cagtment to the Employee (for the Employee to ush@&mployee deems appropriate) equal
to the amount of the remainder of such reimburspt@enium payments in the event that the Bank detesrithat continued reimbursement of
premium payments would cause a violation of appleaondiscrimination rules; or




(i) at any time without Cause or upon Bisability of the Employee fgrovidedthat the Employee shall give
the Bank at least 60 days prior written noticehaf Employee’s intent to terminate), in which eviiet Employee shall not be entitled to any
post-termination compensation or benefits othen thach benefits (if any) as may be available toBtmployee under the Bank’s disability
insurance policy or policies (if any) then in effec

(c) Termination by Mutual Agreemenburing the Term, the Employee’s employment, dnsl Agreement, may be
terminated at any time by mutual, written agreenoénihe Parties.

(d) Termination Upon DeathThe Employees employment, and this Agreement, shall terminateraatically upon th
death of the Employee.

(e) Effect of Termination; ResignatiofJpon the termination of the Employee’s employntesreunder, the Bank shall
have no further obligations to the Employee orEngployee’s estate, heirs, beneficiaries, execugmsiinistrators, or legal or personal
representatives with respect to this Agreementeidor the payment of any amounts earned and owniigr_Sections 4(a)4(c) hereof as of
the effective date of the termination of the Empeles employment and any payment(s) required byi@eb(a)(ii), Section 5(b)(i) or
Section 6of this Agreement. Further, upon the terminatiothef Employee’s employment, if the Employee is anioer of the Board of
Directors or the board of directors of any Affikabf the Bank, the Employee shall at the requetiit@Bank resign from his position(s) on such
board(s), with any and all such resignations teffiective not later than the date on which the Eoyeé’s employment is terminated.

6. Change of Control

(a) If within 12 months following a Change of Contrélet Bank (or any successor of or to the Bank) teatems th
Employee’s employment without Cause, the Employpeen(the event of the Employee’s subsequent diatlEmployees estate or designa
beneficiary or beneficiaries, as the case may bell seceive, as liquidated damages, in lieu ob#ler claims, a severance payment eqt
two times the Employes’Annual Base Salary as of the date of terminasanh amount to be paid in full in one lump summent on the la
day of the month following the date of terminatiohthe Employees employment. Additionally, the Employee will conie to receive tt
health insurance plan benefits then in effect foplyees of the Bank for the lesser of (i) 12 mertillowing termination and (ii) until su
time as the Employee obtains other employment diogihealth insurance plan benefits, to includenpant of any BanKunded portion of th
plan; provided, however, that the Bank may discontinue paying insurer@BR&A premiums for health insurance coverage forapglicabli
time period and instead provide a cash paymenhdoEmployee (for the Employee to use as the Emplaygems appropriate) equal to
amount of the remainder of such COBRA premiumdin évent that the Employee determines that cordipuevision of a COBRA subsi
would cause a violation of applicable nondiscrintiorarules.




(b) If within 12 months following a Chamgf Control the Employee terminates the Employegaiployment with the
Bank (or any successor of or to the Bank) for CatleeEmployee (or in the event of the Employeaissequent death the Employee’s estate
designated beneficiary or beneficiaries, as the oasy be) shall receive, as liquidated damagdigurof all other claims, a severance paymen
equal to (i) if termination is for Cause as defime&ection 1(f)(i)(1)or Section 1()(ii)(3), two times the Employee’s Annual Base Salary as ¢
the date of termination, such amount to be pafdlirin one lump sum payment on the last day ofrtienth following the date of termination
the Employee’s employment, or (ii) if terminatianfor Cause as defined_in Section 1(f)(ii)(2)vo times the Employee’s Annual Base Salary
immediately before the reduction in salary and otmmpensation and benefits giving rise to term@matsuch amount to be paid in full in one
lump sum payment on the last day of the month fahg the date of termination of the Employee’s esgptent. Additionally, the Employee
will continue to receive the health insurance fanefits then in effect for employees of the Bamkthie lesser of (i) 12 months following
termination and (ii) until such time as the Empleybtains other employment providing health inscegulan benefits, to include payment of
any Bank-funded portion of the plaprovided, however, that the Bank may discontinue paying insurer@®@BRA premiums for health
insurance coverage for the applicable time permaliastead provide a cash payment to the Empldged¢he Employee to use as the Emplc
deems appropriate) equal to the amount of the reeaiof such COBRA premiums in the event that thekBdetermines that continued
provision of a COBRA subsidy would cause a violatid applicable nondiscrimination rules.

7. Employer Information

€) Ownership of Employer InformatiarAll Employer Information received or developedthg Employee or by the
Bank or any Affiliate of the Bank while the Empl@&y/es employed by the Bank shall be and will rentaasole and exclusive property of the
Bank or such Affiliate, as the case may be.

(b) Obligations of the Employeelrhe Employee agrees:
0] to hold all Employer Information itrigtest confidence;
(i) to not use, duplicate, reproducetritisite, disclose, or otherwise disseminate Empldyformation or any

physical embodiments of Employer Information to amauthorized recipient; and

(iii) in any event, to not take any acticausing any Employer Information to lose its chesaor cease to
qualify as, and to not fail to take any action reseey in order to prevent any Employer Informafi@m losing its character or ceasing to
qualify as, Confidential Information or a Trade Bgrprovided, however, that none of the foregoing obligations shall prde the Employee
from making any disclosures of Employer Informatiehich the Employee has been advised in writingnogpendent legal counsel are
required by applicable law, rule, or regulationisT8ection &hall survive for a period of two years followirtgttermination of this Agreeme
for any reason with respect to Confidential Infotima, and shall survive the termination of this Agment for any reason for so long as is
permitted by applicable law with respect to Tragersts.

(c) Delivery Upon Request or Terminatioblpon the request of the Bank, and in any eveahupe termination of the
Employee’s employment with the Bank, the Employdepromptly deliver to the Bank all property belging to the Bank, including without
limitation all Employer Information then in the Efogee’s possession or control.




8. NorCompetition; NorSolicitation; NonDisparagement

€) Non-Competition The Employee agrees that during the period otin@loyee’s employment by the Bank
hereunder and, in the event of the terminatiomefEmployees employment, for the period of time in which thaftoyee is entitled to recei
any Severance Benefit, the Employee will not (exoepbehalf of or with the prior written consenttbé Bank):

0] within the Area, either directly ardirectly, on the Employee’s own behalf or in tleevice of or on behalf
of others, engage in any business, activity, entgpor venture competitive with the Businesshef Bank;

(i) within the Area, either directly andirectly, perform for any Competing Business a@wviges that are the
same as, or substantially the same as, the sethiedsmployee provides or provided for the Bank;

(iii) within the Area, accept employmenthvor be employed by any person engaged in anybess] activity,
enterprise, or venture competitive with the Bussnafsthe Bank; or

(iv) work for or with, consult for, or otheise be affiliated with, in either a paid or umpaiapacity, or be
employed by any person or group of persons progdsimstablish a new bank or other financial infith within the Area.

(b) Non-Solicitation of CustomersThe Employee agrees that, during the period @Bmployee’s employment by the
Bank hereunder and, in the event of the terminaifdhe Employee’s employment for any reason, lierduration of the Post-Termination
Period, the Employee will not, directly or indirlrcfexcept on behalf of or with the prior writtearisent of the Bank), on the Employee’s own
behalf or in the service of or on behalf of othedicit, divert, or appropriate, or attempt toisiv) divert, or appropriate, any business from any
of the customer of the Bank or any Affiliate of tBank , including prospective customers activelygdu by the Bank or any Affiliate of the
Bank, with whom the Employee has or had contadnhdithe last two years of the Employee’s employnvéti the Bank, for purposes of
selling, offering, or providing products or senddbat are competitive with those sold, offeredprmvided by the Bank or any Affiliate of the
Bank.

(c) Non-Solicitation of EmployeesThe Employee agrees that, during the period @Bimployee’s employment by the
Bank hereunder and, in the event of the terminaifadhe Employee’s employment for any reason, fierduration of the Post-Termination
Period, the Employee will not, directly or indirlrcfexcept on behalf of or with the prior writtearisent of the Bank), on the Employee’s own
behalf or in the service of or on behalf of othedicit, recruit, or hire away, or attempt to silirecruit, or hire away, any employee of the
Bank or any Affiliate of the Bank with whom the Elopee had contact during the last two years oBimployee’s employment with the Bank,
regardless of whether such employee is a full-tipaat-time, or temporary employee of the Bank or Affiliate of the Bank or such
employee’s employment is pursuant to a written exguent, for a determined period, or at will.

(d) Non-DisparagementThe Employee agrees that, during the period @Bimployee’s employment by the Bank
hereunder and for a period of two years thereatterEmployee will not make any untruthful stateir@nitten or oral) that is or could
reasonably be perceived as disparaging to the Baaky Affiliate of the Bank.

(e) Modification. The Parties agree that the provisions of this Agesd represent a reasonable balancing of their
respective interests and have attempted to limitdistrictions imposed on the Employee to thosessy to protect the Bank from inevitable
disclosure of Confidential Information and Tradei®¢s and/or unfair competition. The Parties aginag if the scope or enforceability of this
Agreement is in any way disputed at any time andraitrator, court, or other trier of fact deteresrthat the scope of the restrictions containe
in this Agreement is overbroad, then such arbitratourt, or other trier of fact may modify the pecof the restrictions contained in this
Agreement.
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Tolling. The Employee agrees that, in the event the Emplbyesches this Section, &he Post-Termination Period
shall be tolled during the period of such breacth stmall be extended to 12 months after all breaoh#tss Agreement have ceased.

(9) Remedies The Employee agrees that the covenants contaireection 7and_Section ®f this Agreement are of
the essence of this Agreement; that each of susknemts is reasonable and necessary to protebutieess, interests, and properties of the
Bank and its Affiliates; and that irreparable lassl damage will be suffered by the Bank shouldgimployee breach any of such covenants.
Therefore, the Employee agrees and consents thadldition to any and all other remedies providgdtbavailable at law or in equity, the B
shall be entitled to a temporary restraining ortfedt temporary and permanent injunctions to preadseach or threatened or contemplated
breach of any of the covenants contained in SedtimmSection &f this Agreement, and that, in such event, thekBdmall not be required to
post a bond. The Bank and the Employee agree fthah@edies available to the Bank shall be cumuéati

9. Severability The Parties agree that each of the provisioriadied in this Agreement is separate, distinct, sakrable from
the other provisions of this Agreement and thatitivalidity or unenforceability of any provision dfis Agreement shall not affect the validity
or enforceability of any other provision of this kkgment. Further, if any provision of this Agreemnisrruled invalid or unenforceable by a
court of competent jurisdiction because of a coehfietween the provision and any applicable lave, megulation, or public policy, the
provision shall be redrawn to make the provisionsistent with, and valid and enforceable under daw, rule, regulation, or public policy.

10. No SeDff by Employee The existence of any claim, demand, action, aseaf action by the Employee against the Bal
any Affiliate of the Bank, whether predicated uphis Agreement or otherwise, shall not constitutieense to the enforcement by the Ban
any of the Bank’s rights hereunder.

11. Notices All notices, requests, waivers, and other comications required or permitted hereunder shall heriting and
shall be either personally delivered; sent by mati@vernight courier service, postage prepaidi-besinessday delivery guaranteed; or mai
by first class United States Mail, postage prepeidrn receipt requested, to the recipient at ttiresss below indicated:

If to the Bank: Cornerstone Community Bal
Attention: Chairman, Board of Directa
835 Georgia Avenu
Chattanooga, Tennessee 37.

If to the Employee Robert B. Watsol

909 Ridgestone Tra
Chattanooga, Tennessee 37.
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or to such other address or to the attention dfi sitiser person as the recipient Party shall hageifipd by prior written notice to the sending
Party. All such notices, requests, waivers, angrotbmmunications shall be deemed to have beeatietty given: (a) when personally
delivered to the Party to be notified; (b) two mesis days after deposit with a national overnightier service, postage prepaid, addressed tc
the Party to be notified as set forth above witkt+iisiness-day delivery guaranteed; or (c) fowgitess days after deposit in the United State
Mail, first class, postage prepaid with return ipteequested, at any time other than during a ggéscontinuance of postal service due to
strike, lockout, or otherwise (in which case suoliae, request, waiver, or other communicationIdtmkffectively given upon receipt), and
addressed to the Party to be notified as set &dvtdve. A Party may change such Party’s notice addset forth above by giving the other Party
10 days written notice of the new address in thamaaset forth above.

12. AssignmentThe rights and obligations of the Bank under ftgseement shall inure to the benefit of and shalbinding
upon the successors and assigns of the Bank, ingludthout limitation a purchaser of all or subttally all of the assets of the Bank. If this
Agreement is assigned pursuant to the foregointgeea, the assignment shall be by novation, andghigining Party shall have no further
liability hereunder, and the successor or assiaii Become the “Bank” hereunder, but the Employéenat be deemed to have experienced a
termination of employment by virtue of such assignimWithout limiting the generality of the foreggi the Parties expressly acknowledge
and agree that, in the event of any merger of #rekBvith and into SmartBank, SmartBank as the singibank of such merger will, as
successor by merger to the Bank, succeed to alisrand obligations of the Bank hereunder, wittaswt further action by the Parties, and that
at and after the effective time of such mergerefltrences in this Agreement to the “Bank” shalréferences to SmartBank as successor by
merger to the Bank. This Agreement is a personatract and the rights and interest of the Emplayeg not be assigned by the Employee.
This Agreement shall inure to the benefit of anagebfrceable by the Employee and the Employee’samed or legal representatives,
executors, administrators, successors, heirsjluistes, devisees, and legatees.

13. Waiver A waiver by one Party to this Agreement of angvision of this Agreement or of any breach of thggeement by
any other Party to this Agreement shall not begc#iffe unless in writing, and no waiver shall operat be construed as a waiver of the same c
any other provision or breach on any other or sgyilset occasion.

14, Mediation Except with respect to Section $ection 8 and Section 2Bereof, and except as provided in Sectiomé#feof,
in the event of any dispute arising out of or iiaato this Agreement, or a breach hereof, whigpdie cannot be settled through direct
discussions between or among the Parties, theeBagiree to first endeavor to settle the dispusmiamicable manner by non-binding
mediation in accordance with the rules of altemreatlispute resolution of the State of Tennessethéojudicial circuit containing Knox Count
Tennessee (or such other judicial circuit mutuatiyeed to by the Parties) before resorting to dngrgorocess for resolving the dispute.

15. Applicable Law and Choice of Foruithis Agreement shall be governed by and constamedenforced under and in
accordance with the laws of the State of Tennessitegut regard to or the application of principtEfsconflicts of laws. The Parties agree that
any legal action or proceeding arising under aatied to this Agreement shall be brought in a stat@t of record located in Knox County,
Tennessee (or other venue mutually agreed to bpdhiges), or, in the event (but only in the evén&t no such state court has subject matter
jurisdiction over such action or proceeding, in thated States District Court for the Eastern Distof Tennessee, which courts shall h
exclusive jurisdiction over any such action or geding. Each Party consents to, and waives angtidijesuch Party may otherwise have to,
the jurisdiction and venue of such courts.

12




16. InterpretationWords used herein importing any gender inclutigexiders. Words used herein importing the singsha|
include the plural and vice versa. When used hetle@terms “herein,” “hereunder,” “hereby,” “hesgtand “hereof,” and any similar terms,
refer to this Agreement. When used herein, the tperson” shall include an individual, a corporati@a limited liability company, a
partnership, an association, a trust, and any @th&ty or organization, whether or not incorpodat&ny captions, titles, or headings preceding
the text of any section or subsection of this Agrest are solely for convenience of reference aatl abt constitute part of this Agreement or
affect its meaning, construction, or effect.

17. Entire AgreemeniThis Agreement embodies the entire, final, aneigrated agreement of the Parties on the subjetitéma
stated in this Agreement. No amendment or supplémesr modification of this Agreement shall beidadr binding upon the Bank or the
Employee unless made in a writing signed by athefParties. All prior understandings and agreemtating to the subject matter of this
Agreement are hereby expressly terminated.

18. CounterpartsThis Agreement may be executed in counterpaatsh ef which shall be deemed an original but aiivbfch
together shall be deemed to be one and the sarmeragnt. A signed copy of this Agreement deliverngéabsimile, e-mail, or other means of
electronic transmission shall be deemed to havedhee legal effect as delivery of an original sthnepy of this Agreement.

19. Rights of Third PartietNothing herein expressed is intended to or dfeltonstrued to confer upon or give to any person,
other than the Parties hereto and their succeasarpermitted assigns, any rights or remedies umdey reason of this Agreement.

20. Legal Feedn the event of any claim, action, suit, or predtieg arising out of or in any way relating to tAigreement, the
prevailing Party shall be entitled to recover frira non-prevailing Party all reasonable fees, egpgnand disbursements, including without
limitation reasonable attorneyi®es and court costs, incurred by such prevailimgyRn connection with such claim, action, suitpooceeding
in addition to any other relief to which such priéing Party may be entitled at law or in equity.

21. Survival The obligations of the Parties pursuant to Sestdéh), 7, 8, 14, 15, 20, 21, 23, 24, 25, 26, and_27shall

survive the expiration and/or termination of thigréement and/or the termination of the Employeripleyment hereunder for the periods
expressly designated under such sections or,s$tch period is designed, for the maximum periodnigsible under applicable law.

22. Representation Regarding Restrictivegbants The Employee represents that the Employee ismbwvill not become a
party to any non-competition or non-solicitatiorregment or any other agreement which would protigitEmployee from entering into this
Agreement or providing the services for the Banktemplated by this Agreement on or after the EifecDate. In the event the Employee is
subject to any such agreement, this Agreement bhattndered null and void and the Bank shall mevebligations to the Employee under-
Agreement.

23. Right to ContacfThe Employee acknowledges and agrees that thie 8wl retain and have the right to contact any ne
employer or potential employer (or other businesg) apprise such person of the Employee’s respititisthand obligations owed under this
Agreement.

24. Section 409Alt is the intent of the Parties for any paymenivhich the Employee is entitled under this Agreette be
exempt from Section 409A of the Code to the maxinaxtent permitted under Section 409A of the Codewéler, if any amounts payable i
considered to be “nonqualified deferred compensasabject to Section 409A of the Code, such am®sehtll be paid and provided in a
manner that, and at such time and in such forrnaaplies with the applicable requirements of Sectio9A of the Code to avoid the
unfavorable tax consequences provided thereindoraompliance. Neither the Employee nor the Baratl shtentionally take any action to
accelerate or delay the payment of any amountaymeanner which would not be in compliance witht®ec409A of the Code without the
consent of the other Party. For purposes of thisedment, all rights to payments shall be treateibhss to receive a series of separate
payments to the fullest extent allowed by Secti@8Atof the Code. To the extent that some portiothefpayments provided for under this
Agreement may be bifurcated and treated as exawmpt $ection 409A of the Code under the “short-tdaferral” or “separation pay”
exemptions, then such amounts may be so treatexkaspt from Section 409A of the Code.
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25. Tax Matters

€) Withholding of TaxesThe Bank may deduct and withhold from any amopatsable under this Agreement all
federal, state, city, or other taxes the Bank dgiired to deduct or withhold pursuant to applicdate, rule, regulation, or ruling.
(b) Excise Taxes
0] In the event that any amounts payaipiéer this Agreement or otherwise to the Emplayeald (1)

constitute “parachute payments” within the meammh§ection 280G of the Code or any comparable sstreprovision and (2) but for this
Section 25(b) be subject to the excise tax imposed by Secta@9 4f the Code or any comparable successor poovighe “ Excise TaX),

then such amounts payable to the Employee shalitber (y) provided to the Employee in full or rpvided to the Employee to the maxim
extent that would result in no portion of such Héadeing subject to the Excise Tax, whichevethaf foregoing amounts, when taking into
account applicable federal, state, local, and fpré@icome and employment taxes, the Excise Taxaagdther applicable taxes, results in the
Employee’s receipt, on an after-tax basis, of tteatgst amount of benefits, notwithstanding thadradome portion of such benefits may be
taxable under the Excise Tax. Unless the Bank laadEtployee otherwise agree in writing, any deteatidon required under thBection 25(b
shall be made in writing in good faith by the Bamkidependent accounting firm (the “ Independentodmitants). In the event of a reduction
in benefits hereunder, the reduction of the totgimpents shall apply as follows, unless otherwiseedjin writing and such agreement is in
compliance with Section 409A of the Code: (1) aagttseverance payments subject to Section 409edfode due under this Agreement
shall be reduced, with the last such payment daeftirfeited and reduced, and sequentially thégeaforking from the next last payment; (2)
any cash severance payments not subject to Seliivh of the Code due under this Agreement shatedeced, with the last such payment
due first forfeited and reduced, and sequentifigreafter working from the next last payment; 3y acceleration of vesting of any equity
subject to Section 409A of the Code shall remaiaragnally scheduled to vest, with the tranche tlwauld vest last (without any such
acceleration) first remaining as originally schedito vest; and (4) any acceleration of vestingrgf equity not subject to Section 409A of the
Code shall remain as originally scheduled to weih the tranche that would vest last (without angh acceleration) first remaining as
originally scheduled to vest. For purposes of mgkire calculations required by this Section 25¢he Independent Accountants may make
reasonable assumptions and approximations congeapiplicable taxes and may rely on reasonable,-fgitidinterpretations concerning the
application of the Code and other applicable legahority. The Bank and the Employee shall furtgsthe Independent Accountants such
information and documents as the Independent Adeotsmmay reasonably request in order to makeeardatation under this Section 25(b)
The Bank shall bear all costs that the Independeobuntants may reasonably incur in connection it calculations contemplated by this

Section 25(b)
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(i) If notwithstanding any reductions debed in this Section 25(lthe Internal Revenue Service (the “ IRS
determines that the Employee is liable for the &xdiax as a result of the receipt of amounts payaddier this Agreement or otherwise as
described above, then the Employee shall be obligtat pay back to the Bank, within 30 days afténa IRS determination or, in the event
that the Employee challenges the final IRS deteation, a final judicial determination, a portionsafch amounts equal to the Repayment
Amount. The “ Repayment Amouyitwith respect to the payment of benefits, shalkthe smallest such amount, if any, that is requioebe
paid to the Bank so that the Employee’s net atigrproceeds with respect to any payment of bengfitsr taking into account the payment of
the Excise Tax and all other applicable taxes ilmgam such payment) are maximized. The Repaymemuitrwith respect to the payment of
benefits shall be zero if a Repayment Amount ofartban zero would not result in the Employee’saftr-tax proceeds with respect to the
payment of such benefits being maximized. If theigx Tax is not eliminated pursuant to this Sec#ib(b), the Employee shall pay the Exc
Tax.

(iii) Notwithstanding any other provisiofithis Section 25(b) if (1) there is a reduction in the payment of
benefits as described in this Section 25((2) the IRS later determines that the Employdmlide for the Excise Tax, the payment of which
would result in the maximization of the Employepé&t after-tax proceeds (calculated as if the Engsés/benefits had not previously been
reduced), and (3) the Employee pays the Excise thag, the Bank shall pay to the Employee thosefiienehich were reduced pursuant to
Section 25(bpas soon as administratively possible after the Byg# pays the Excise Tax, so that the Employed’after-tax proceeds with
respect to the payment of benefits are maximized.

26. Requlatory Restriction$he Parties expressly acknowledge and agredahahy and all payments contemplated by this
Agreement are subject to and conditioned upon tiaipliance with 12 U.S.C. § 1828(k) and 12 C.R&rt 359, as such laws and regulations
may be amended from time to time, and (b) the akiigs of the Parties under this Agreement arergépesubject to such conditions,
restrictions, and limitations as may be imposedftone to time by applicable state and/or fedeealking laws, rules, and regulations.

27. Effect on Executive ChanieControl Severance Agreemerithe Parties and the Company intend for this Amesg to
supersede and replace that certain Executive Changentrol Severance Agreement dated Decembe2dB3, by and among the Company,
the Bank, and the Employee (the “ Severance AgraetheAccordingly, on and as of the Effective Datedavithout any further action by the
Parties or the Company, this Agreement shall seperand replace the Severance Agreement and tieeaBee Agreement shall automatically
be cancelled and shall have no further force @ctfivith the parties thereto having no further tsghr obligations thereunder. By executing
Agreement, the Parties and the Company hereby vilagéveequirements of Section 5.5 of the Severargreément, which if not waived would
require the inclusion in the Merger Agreement & tRayments Upon Termination” (as such term israfiin the Severance Agreement)
before final approval of the Merger Agreement by loards of directors of the Company and the Bank.

( Signature Page Follows
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IN WITNESS WHEREOF, the Parties have executed atidated this Agreement as of the date first wnitadove.
BANK: CORNERSTONE COMMUNITY BANK
By: /s/ W. Miller Welborn

W. Miller Welborn
Chairman

EMPLOYEE:

/s/ Robert B. Watso
Robert B. Watsol

JOINDER BY CORNERSTONE BANCSHARES, INC.

The Company joins in this Agreement solely to enimeits agreement to the cancellation of the Seeerdgreement and the waiver
of rights and obligations thereunder, as set fortBection 27 hereof.

COMPANY: CORNERSTONE BANCSHARES, INC

By: /s/ W. Miller Welborn
W. Miller Welborn
Chairman

( Signature Page to Watson Employment Agreeinent




Exhibit 10.5
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT is made and entered iatoof December 5, 2014 (the “ Effective Dgtdoy and between
Cornerstone Community Bank, a banking corporatiganized under the laws of the State of Tennedheé' Bank”), and James R. Vercoe
Jr., a resident of the State of Tennessee (thepl&rae”). The Bank and the Employee are sometimes refdoderein collectively as the “
Parties,” and each is sometimes referred to herein indiily as a “ Party’

RECITALS
A. The Bank desires to employ the Empéogie Executive Vice President and Chief Creditd@ffiand the Employee desires to
accept such employment.
B. The Parties desire to set forth iz hgreement the terms and conditions upon whictethployee will be so employed.
AGREEMENT

In consideration of the premises set forth abdwe niutual agreements hereinafter set forth, angr gfhod and valuable considerati
the receipt and sufficiency of which are herebynaeidedged, the Parties hereby agree as follows:

1. Definitions When used in this Agreement, the following teand their variant forms shall have the meaning$os#t
below:

(a) “ Affiliate” shall mean any person that controls, is contdbbig, or is under common control with another perso
For this purpose, “controfheans ownership of more than 50% of the ordinatinggpower of the outstanding equity securitiesiglerson. Fc
the avoidance of doubt, it is expressly acknowledfeat, following the SmartFinancial Merger, thenBand SmartBank, a banking corpora
organized under the laws of the State of TenndssemartBank’), will be Affiliates for purposes of this Agreeme

(b) “ Agreemeritshall mean this Employment Agreement and any agijges incorporated herein together with any
amendments hereto made in the manner describbsiAgreement.

(c) “ Ared’ shall mean, during the period of the Employeetpioyment, a radius of 75 miles from each bankifiig®
(whether a main office, branch office, or loan epdsit production office) maintained by the Bankl/an any Affiliate of the Bank from time -
time during such period of employment, and, follogvthe period of the Employeeémployment, a radius of 75 miles from each bankifice
(whether a main office, branch office, or loan epdsit production office) maintained by the Bankl/an any Affiliate of the Bank as of the i
day of the Employee’s employment.

(d) “ Board of Directorsshall mean the board of directors of the Bank],amhere appropriate, any committee or
designee thereof.

(e) “ Business of the Bahlshall mean the business conducted by the Bank madjoAffiliate of the Bank, which shi
include the business of commercial and consumekibgn

) “ Causé shall mean:

(@ In the context of the terminationtbfs Agreement by the Bank:




(1) a breach of the terms of this Agreentgntthe Employee not cured by the Employee withs
business days after the Employee’s receipt of #iekB written notice thereof, including without limita failure by the Employee to perfo
the Employee’s duties and responsibilities in tlener and to the extent required under this Agreéme

(2) any act by the Employee of fraud agaimisappropriation from, or dishonesty to the Banlany
Affiliate of the Bank;

3) the conviction of the Employee of amyne;

4 conduct by the Employee that amounisgitibul misconduct, gross neglect, or a materaildre to
perform the Employee’s duties and responsibilitieseunder, including prolonged absences withouttitteen consent of the Chairman of the
Board of Directors or the President and Chief ExgelOfficer of the Companyprovidedthat the nature of such conduct shall be set fwith
reasonable particularity in a written notice to Braployee who shall have 15 business days followllgery of such notice to cure such
alleged conducprovidedthat such conduct is, in the reasonable discretidhe Chairman of the Board of Directors or theditent and Chief
Executive Officer of the Company, susceptible tuee;

(5) the exhibition by the Employee of anstard of behavior within the scope of or relatethi
Employee’s employment that is in violation of: &Ry written policy, which violation results in arlikely to result in a material loss or
regulatory criticism, (ii) any board committee deay or (iii) any code of ethics or business coridifiche Bank or any Affiliate of the Bank;
providedin each case that the nature of such behavior Bbalkt forth with reasonable particularity in d@ten notice to the Employee who
shall have 15 business days following deliverywdtsnotice to cure such alleged behavimovidedthat such behavior is, in the reasonable
discretion of the Chairman of the Board of Direstor the President and Chief Executive Officethaf Company, susceptible to a cure;

(6) conduct or behavior by the Employed,timthe reasonable opinion of the Chairman ofBbard
of Directors of the Company or the President an@fxecutive Officer of the Company, has harmedauld be expected to harm the
business or reputation of the Bank or any Affiliafehe Bank, including without limitation condumt behavior that is unethical or involves
moral turpitude;

(7 receipt of any form of written notideat any regulatory agency or authority having flidgon ovet
the Bank or any Affiliate of the Bank has institii@ny form of regulatory action against the Empéyya

(8) the Employee’s removal from office @rmanent prohibition from participating in the cantof
the affairs of the Bank or any Affiliate of the Bahy an order issued under Section 8(e) or Se&ghof the Federal Deposit Insurance Act
(12 U.S.C. § 1818(e) and (g)).

(i) In the context of the terminationtbfs Agreement by the Employee:

(1) a material reduction, when consideredhe aggregate, in the scope of the Employeeties an
responsibilities, which (A) is not consented tothg Employee in writing, or (B) does not occur witlthe 12 months following either t
SmartFinancial Merger or the merger of the Bank &nhrtBank;

(2) a material reduction, when considerethe aggregate, in the salary and other compemsatid
benefits provided for in Sectionhereof from the level in effect immediately priorsuch reduction, which is not consented to byBmgployee
in writing; or




3) a change in the location of the Emp@gerimary office such that the Employee is regdito
report regularly to an office located outside afsamile radius from the location of the Employegfanary office as of the date of such change
in location, which change is not consented to leyEmployee in writing.

(9) “ Change of Contrdishall mean:

0] the acquisition by any person or passacting in concert (other than any officer(§gaor(s), and/or
shareholder(s) of the Company or any Affiliate o Company), in a single transaction or serieglated transactions, of 50% or more of the
outstanding voting securities of the Company adito vote in the election of Company directors;

(i) a reorganization, merger, or consafidn to which the Company is a party with respecthich persons
who were shareholders of the Company immediatety po such reorganization, merger, or consolidatio not immediately thereafter own
more than 50% of the combined voting power of @ ganized, merged, or consolidated company'’s déstanding voting securities entitled
to vote in the election of directors; or

(iii) the sale, transfer, or assignmentixy Company of all or substantially all of the ass# the Company and
its subsidiaries to any third party (excluding, leer, any pledge by the Company of the capitalksté@ny subsidiary of the Company to
secure indebtedness of the Company or for othezrgenorporate or commercial purposes).

Notwithstanding the foregoing, the Parties expseasknowledge and agree that neither the SmartEiaMerger
nor any merger of the Bank and SmartBank (irre$gedf the surviving bank of such merger) shallstdnte or give rise to a Change of
Control for purposes of this Agreement.

(h) “ Company shall mean Cornerstone Bancshares, Inc., a Teeparporation and registered bank holding
company.

0] “ Cod¢€ shall mean the Internal Revenue Code of 198@nasnded, and the rules and regulations promulgated
thereunder.

“ Competing Businessshall mean any person (other than an Affiliatehef Bank) that is conducting any business
that is the same or substantially the same as tissBss of the Bank.

(K) “ Confidential Informatiotmeans data and information relating to the bussraf the Bank or any Affiliate of the
Bank (which does not rise to the status of a TiGeleret) which is or has been disclosed to the Eysplor of which the Employee became
aware as a consequence of or through the Empleyektionship with the Bank or any Affiliate ofetfBank and which has value to the Ban
any Affiliate of the Bank and is not generally knoto its or their competitors. Confidential Infortima shall not include any data or
information that has been voluntarily disclosedhi® public by the Bank or any Affiliate of the Bagfrovidedthat no such public disclosure
shall be deemed to be voluntary when made withotltasization by the Employee or any other emplogkthe Bank or any Affiliate of the
Bank) or that has been independently developedimetbsed by others or that otherwise enters thigpdomain through lawful means.

)] “ Disability” shall mean the inability of the Employee to penficeach of the Employee’s duties and responsusliti
under this Agreement for a period of more than &isecutive daygqrovidedthat the Parties agree that, to the extent negessaomply with
Section 409A of the Code, the definition of “Didékf shall be amended to the definition of disdtyilrequired by Section 409A of the Code.




(m) “ Employer Informatiohshall mean, collectively, Confidential Informati@nd Trade Secrets.

(n) “ SmartFinancial Mergéshall mean the merger of SmartFinancial, Inchvitd into the Company, as
contemplated by that certain Agreement and Plaviesfier, by and among the Company, the Bank, Snrati€ial, Inc., and SmartBank, dated
December 5, 2014.

(0) “ PosfTermination Period shall mean a period of 12 months following the &ffee date of the termination of 1
Employee’s employment.

“ Severance Benefishall mean any post-termination benefit(s) tgobéd by the Bank pursuant to Section 5(a)(ii)
Section 5(b)(i) or Section Gereof.

(@) “ Trade Secretshall mean information of the Bank or any Affiéaof the Bank, including without limitation
technical and nontechnical data, formulas, patfermsipilations, programs, devices, methods, teclmsigdrawings, processes, financial data,
financial plans, product plans, and lists of actugbotential customers, prospects, or suppliehéclhw

0] derives economic value, actual orgoial, from not being generally known to, and being readily
ascertainable by proper means by, other personamobtain economic value from its disclosuress; and

(i) is the subject of efforts that ar@asenable under the circumstances to maintainéresg.

2. Employee Duties

(a) Position(s).The Employee will be employed as Executive ViceskRient and Chief Credit Officer of the Bank and
shall perform and discharge faithfully the dutiesl aesponsibilities which may be assigned to theleyee from time to time in connection
with the conduct of the Bank’s business. The dudies responsibilities of the Employee shall be cemsarate with those of individuals
holding similar positions at other banks similasifuated. The Employee will report directly to Benior Executive Office of the Bank or such
other officer as the Board of Directors may deteeni

(b) Full-Time Status In addition to the duties and responsibilitiesdfically assigned to the Employee pursuant to
Section 2(ahereof, the Employee shall:

0] subject to Section 2(lagreof, during regular business hours devote satistis all of the Employee’s time,
energy, attention, and skill to the performancéhefduties and responsibilities of the Employeewl®yment (reasonable vacations, approvec
leaves of absence, and reasonable absences dneds excepted) and faithfully and industrioustyfprm such duties and responsibilities;

(i) diligently follow and implement aleasonable and lawful policies and decisions comoatied to the
Employee; and

(iii) timely prepare and forward to the vegting party or parties all reports and accoustagymay be
reasonably requested of the Employee.




(c) Permitted Activities The Employee shall devote substantially all @ Bmployee’s entire business time, attention,
and energies to the Business of the Bank and sbafluring the Term be engaged (whether or nondunormal business hours) in any other
significant business or professional activity, wiegtor not such activity is pursued for gain, gradi other pecuniary advantage, but as long a
the following activities do not interfere with tl@mployee’s obligations to the Bank, this shall betconstrued as preventing the Employee
from:

0] investing the Employee’s personakeassn any manner which will not require any sezgion the part of
the Employee in the operations or affairs of thigjett person and in which the Employee’s partiégrais solely that of an investqorovided
that such investment activity following the EffeetiDate shall not result in the Employee owningidfieially or of record, at any time 2% or
more of the equity securities of any Competing Bess; or

(i) participating in civic and professiraffairs and organizations and conferences, pirggpar publishing
papers or books, or teaching, so long as any sttohit&s do not interfere with the ability of tlemployee to effectively discharge the
Employee’s duties and responsibilities hereunpieyidedthat the Board of Directors may direct the Emploiyeeriting to resign from any
such organization and/or cease any such activitiee event the Board of Directors reasonablyrdaitees that continued membership and/or
activities of the type identified would not be hetbest interests of the Bank.

3. Term of EmploymentfThe initial term of this Agreement (the “ Initiierm”), and the Partiee2mployment relationship, sh
commence on and as of the Effective Date and, sitiiés Agreement is sooner terminated in accordaiitteits terms, shall end on the date
which is the second anniversary of the EffectivéeDAt the end of the Initial Term (and at the @fidny one-year renewal term), this
Agreement will automatically renew for an additigreuccessive term of one year, unless the BatlkeoEmployee gives the other written
notice of its intent to terminate this Agreemenbhthe end of the Initial Term (or as of the erfidn@ then-current renewal term) at least 60
days prior to the end of the Initial Term (or theurrent renewal term). The Initial Term and any aldenewal terms, if any, are referred to
together herein as the “ Terfh

4, CompensatianThe Bank shall compensate the Employee as folthwimg the Employee’s period of employment hereund
except as otherwise provided below:

(a) Annual Base SalaryThe Employee shall be compensated at an annsalrbée of $135,000.00 per year (the “
Annual Base Salar}). The Employee’s Annual Base Salary will be rewégl by the compensation committee of the Boarditdd@ors at least
annually (in accordance with the committee’s chaated any procedures adopted by the committegdstments based on an evaluation of
the Employee’s performance. The Employee’s AnnuweeBSalary shall be payable in accordance witBéamk’s normal payroll practices.

(b) Annual Incentive Compensation.

@ The Employee shall be eligible toe® annual bonus compensation as determined byhased on
performance measures established by, the Boardreftdrs (upon recommendation by the compensatomuaittee) consistent with the
strategic plan(s) of the Bank pursuant to any itieercompensation program that may be adopted fiom to time by the Board of Directors
(an “ Annual Bonus).




(i) Any Annual Bonus earned shall be payable in casharfirst calendar quarter of the year followihg tyea
in which the Annual Bonus is earned in accordanite the Bank’s normal practices for the paymenstudrt-term incentives. The payment of
any Annual Bonus shall be subject to any approvatton-objections required by any regulator of Bamk or any Affiliate of the Bank, and it
is understood by the Parties that the Employee moape eligible to receive any such Annual Bonustbher shorterm incentive compensatis
if the Bank or any Affiliate of the Bank is subjdotrestrictions imposed on the Bank or any sudilidte by the United States Department of
the Treasury, the Board of Governors of the Fedeeskerve System, Federal Deposit Insurance Corpoydéite Tennessee Department of
Financial Institutions, or any other bank or baokding company regulatory authority, or if the Baslotherwise restricted from making
payment of such compensation under applicable law.

(c) Reimbursement of Business Expensagbject to the reimbursement policies from timéirne adopted by the Boa
of Directors, and consistent with the annual budggroved for the period during which an expensedsrred, the Bank will reimburse the
Employee for reasonable and necessary businesasegicurred by the Employee in the performantbeEmployee’s duties and
responsibilities hereundgurovided, however, that, as a condition to any such reimbursembatEmployee shall submit verification of the
nature and amount of such expenses in accordaticesaid reimbursement policies. Examples of apfatgrcategories of reimbursable
expenses include memberships in professional afc aiganizations, professional development, arglaraer entertainment. The Employee
acknowledges that the Bank makes no representaitbrrespect to the taxability or non-taxabilitytbe benefits provided under this Section 4

(©.

(d) Cellular Telephone The Bank will provide the Employee with a Bankrmd cellular telephone for use by the
Employee in the course of the Employee’s employrf@nBank-related business

(e) Paid Leave On a non-cumulative basis, the Employee shafiritled to 21 days of paid leave per calendar,year
prorated for any partial calendar year of servidee provisions of this Section 4(&)all apply notwithstanding any less generous legide
policy then maintained by the Bank, but the usEmployee’s paid leave shall otherwise be in acawdavith and subject to the Bank’s paid
leave policy as in effect from time to time.

) Other Benefits In addition to the benefits specifically descdbe this Agreement, the Employee shall be entitted
such benefits as may be available from time to tongmilarly situated employees of the Bank, indhg, by way of example only, retirement
plan and health, dental, life, and disability iresure benefits. All such benefits shall be awardeblaaministered in accordance with the wri
terms of any applicable benefit plan or, if no venit terms exist, the Bank’s standard policies aadtjres relating to such benefits.

(9) Reimbursement of Expenses; In-Kind Benefit$ expenses eligible for reimbursement descrilvethis Agreement
must be incurred by the Employee during the Terithisf Agreement to be eligible for reimbursememyAn-kind benefits provided by the
Bank must be provided during the Term of this Agneat. The amount of reimbursable expenses incuaretithe amount of any in-kind
benefits provided, in one taxable year shall nfecifthe expenses eligible for reimbursement, i benefits provided, in any other taxable
year. Each category of reimbursement shall be @ggbon as administratively practicable, but irrwent shall any such reimbursement be
after the last day of the calendar year following talendar year in which the expense was inculNeither rights to reimbursement norkimd
benefits shall be subject to liquidation or exchafay other benefits.




(h) Clawback of Compensatiormhe Employee agrees to return or repay any cosgtiem previously paid or otherwi
made available to the Employee that is subjeattovery under any applicable law, rule, or regatatincluding any rule of any exchange or
service on or through which the securities of ta@iBor any Affiliate of the Bank are traded) wheueh compensation was in excess of what
should have been paid or made available becaustethemination of the amount due was based, in@vboin part, on materially inaccurate
financial information of the Bank. The Employeeegg to return or repay promptly any such compeamsédientified by the Bank. If the
Employee fails to return or repay such compensagiromptly, the Employee agrees that the amountici sompensation may be deducted
from any and all other compensation owed to the |[Byge. The Employee acknowledges that the Banktadesy appropriate disciplinary acti
(up to and including termination of employment)ié Employee fails to return or repay such compgnsal he provisions of this Section 4(h)
shall be modified to the extent, and remain inaffer the period, required by applicable law, rderegulation.

5. Termination of Employment
(a) Termination by BankDuring the Term, the Employeeémployment, and this Agreement, may be terminiayatie
Bank:
0] for Cause, upon written notice to #rmployee approved by two-thirds of the memberthefBoard of

Directors, in which event the Employee shall nothétled to any post-termination compensationendiits;

(i) at any time without Causeiovidedthat the Bank shall give the Employee at least8@& grior written
notice of the Bank’s intent to terminate), in whisvent the Bank shall (1) be required to pay toBheployee a severance benefit equal to one
times the Employee’s Annual Base Salary as of #te df termination, said benefit to be payable dlrercourse of the 12-month period
following termination in accordance with the Banki@rmal payroll practices, and (2) reimburse theplelyee for the reasonable cost of
premium payments paid by the Employee to contiheeBmployee’s then-existing health insurance fordalf as provided by the Bank for the
lesser of (A) 12 months following termination afg) (ntil such time as the Employee obtains otheplegment providing health insurance
coverageprovidedthat the Bank may discontinue reimbursing the Eygxofor such premium payments for the applicalobe fperiod and
instead provide a cash payment to the Employeeh®Employee to use as the Employee deems apat®pequal to the amount of the
remainder of such reimbursable premium paymentisarevent that the Bank determines that continagdlbursement of premium payments
would cause a violation of applicable nondiscrinimarules (for the avoidance of doubt, the terrioraof the Employee’s employment by the
Bank upon the disability of the Employee under Bach(a)(iii) below shall not be considered or deemed terminatidhe Employee’s
employment without Cause under this Section 5{3g)(or

(iii) at any time upon the Disability ofdlEmployee providedthat the Bank shall give the Employee at least 3
days prior written notice of the Bank’s intent érhinate), in which event the Employee will be #adi to such benefits (if any) as may be
available to the Employee under the Bank’s disghitisurance policy or policies (if any) then irfesft.

(b) Termination by EmployeeDuring the Term, the Employee’s employment, dnsl Agreement, may be terminated
by the Employee:




0] for Cause, in which event the Banklkfil) be required to pay to the Employee a sexardenefit equal to
(A) if termination is for Cause as defined_in SewtiL(f)(ii)(1) or Section 1(f)(ii)(3), one times the Employee’s Annual Base Salary dlseof
date of termination, said benefit to be payable dve course of the 12-month period following taration in accordance with the Bank’s
normal payroll practices, or (B) if terminationfas Cause as defined in Section 1(f)(ii)(2)ne times the Employee’s Annual Base Salary
immediately before the reduction in salary and otmnpensation and benefits giving rise to termamatsaid benefit to be payable over the
course of the 12-month period following terminatioraccordance with the Bank’s normal payroll piced, and (2) reimburse the Employee
for the reasonable cost of premium payments paith®Employee to continue the Employee’s then-mgdtealth insurance for himself as
provided by the Bank for the lesser of (A) 12 marfitllowing termination and (B) until such timethge Employee obtains other employment
providing health insurance coveragegvidedthat the Bank may discontinue reimbursing the Eygédfor such premium payments for the
applicable time period and instead provide a cagtment to the Employee (for the Employee to ushe&mployee deems appropriate) equal
to the amount of the remainder of such reimburspt@enium payments in the event that the Bank detesrthat continued reimbursement of
premium payments would cause a violation of appleaondiscrimination rules; or

(ii) at any time without Cause or upon Bisability of the Employee ffrovidedthat the Employee shall give
the Bank at least 60 days prior written noticehaf Employee’s intent to terminate), in which eviiet Employee shall not be entitled to any
post-termination compensation or benefits othen thach benefits (if any) as may be available toBtmployee under the Bank’s disability
insurance policy or policies (if any) then in effec

(c) Termination by Mutual Agreemenburing the Term, the Employee’s employment, dnsl Agreement, may be
terminated at any time by mutual, written agreenoénihe Parties.

(d) Termination Upon DeathThe Employee employment, and this Agreement, shall terminateraatically upon th
death of the Employee.

(e) Effect of Termination; ResignatiofJpon the termination of the Employee’s employntesreunder, the Bank shall
have no further obligations to the Employee orEngployee’s estate, heirs, beneficiaries, execugahsyinistrators, or legal or personal
representatives with respect to this Agreementeixior the payment of any amounts earned and ownigr_Sections 4(a)4(c) hereof as of
the effective date of the termination of the Empgleg employment and any payment(s) required byi@eb{a)(ii), Section 5(b)(i) or
Section 6of this Agreement. Further, upon the terminatiothef Employee’s employment, if the Employee is anioer of the Board of
Directors or the board of directors of any Affikabf the Bank, the Employee shall at the requetie@Bank resign from his position(s) on such
board(s), with any and all such resignations teffective not later than the date on which the Exppé’s employment is terminated.

6. Change of Control

€) If within 12 months following a Change of Contrblet Bank (or any successor of or to the Banks) teataes th
Employee’s employment without Cause, the Employpeen(the event of the Employee’s subsequent dibatlfemployees estate or designa
beneficiary or beneficiaries, as the case may bell seceive, as liquidated damages, in lieu ob#ler claims, a severance payment eqt
two times the Employes’Annual Base Salary as of the date of terminaganh amount to be paid in full in one lump sumrpeagt on the la
day of the month following the date of terminatiohthe Employees employment. Additionally, the Employee will canie to receive tt
health insurance plan benefits then in effect fopleyees of the Bank for the lesser of (i) 12 merftilowing termination and (ii) until su
time as the Employee obtains other employment diogihealth insurance plan benefits, to includenpant of any BanKunded portion of th
plan; provided, however, that the Bank may discontinue paying insurer@BRA premiums for health insurance coverage forapplicabli
time period and instead provide a cash paymenhdoEmployee (for the Employee to use as the Emplag®=ms appropriate) equal to
amount of the remainder of such COBRA premiumsha @évent that the Employee determines that cordipuevision of a COBRA subsii
would cause a violation of applicable nondiscrintimrarules.




(b) If within 12 months following a Chamgf Control the Employee terminates the Employegaiployment with the
Bank (or any successor of or to the Bank) for CatleeEmployee (or in the event of the Employeaissequent death the Employee’s estate
designated beneficiary or beneficiaries, as the oasy be) shall receive, as liquidated damagdigurof all other claims, a severance paymen
equal to (i) if termination is for Cause as defime&ection 1(f)(i)(1)or Section 1(f)(ii)(3), two times the Employee’s Annual Base Salary as ¢
the date of termination, such amount to be pafdlirin one lump sum payment on the last day ofrtienth following the date of termination
the Employee’s employment, or (ii) if terminatianfor Cause as defined_in Section 1(f)(ii)(2)vo times the Employee’s Annual Base Salary
immediately before the reduction in salary and otmmpensation and benefits giving rise to term@matsuch amount to be paid in full in one
lump sum payment on the last day of the month fahg the date of termination of the Employee’s esgptent. Additionally, the Employee
will continue to receive the health insurance fanefits then in effect for employees of the Bamkthie lesser of (i) 12 months following
termination and (ii) until such time as the Empleybtains other employment providing health inscegulan benefits, to include payment of
any Bank-funded portion of the plaprovided, however, that the Bank may discontinue paying insurer@®@BRA premiums for health
insurance coverage for the applicable time permaliastead provide a cash payment to the Empldged¢he Employee to use as the Emplc
deems appropriate) equal to the amount of the reeaiof such COBRA premiums in the event that thekBdetermines that continued

provision of a COBRA subsidy would cause a violatid applicable nondiscrimination rulés.

7. Employer Information

(a) Ownership of Employer InformatiarAll Employer Information received or developedthg Employee or by the
Bank or any Affiliate of the Bank while the Empl@yes employed by the Bank shall be and will remiamnsole and exclusive property of the
Bank or such Affiliate, as the case may be.

(b) Obligations of the Employeelrhe Employee agrees:
0] to hold all Employer Information itrigtest confidence;
(i) to not use, duplicate, reproducetribisite, disclose, or otherwise disseminate Empldy®rmation or any

physical embodiments of Employer Information to amauthorized recipient; and

(iii) in any event, to not take any acticausing any Employer Information to lose its chesaor cease to
qualify as, and to not fail to take any action resegy in order to prevent any Employer Informafimm losing its character or ceasing to
qualify as, Confidential Information or a Trade Bdpprovided, however, that none of the foregoing obligations shall pude the Employee
from making any disclosures of Employer Informatihich the Employee has been advised in writingnogpendent legal counsel are
required by applicable law, rule, or regulationisT8ection &hall survive for a period of two years followirtgttermination of this Agreeme
for any reason with respect to Confidential Infotima, and shall survive the termination of this égment for any reason for so long as is
permitted by applicable law with respect to Tradersts.

(c) Delivery Upon Request or Terminatioblpon the request of the Bank, and in any eveahupe termination of the
Employee’s employment with the Bank, the Employdepromptly deliver to the Bank all property belging to the Bank, including without
limitation all Employer Information then in the Efogee’s possession or control.

INTD: Subject to confirmation that Cornerstone’srpis fully-insured.




8. NorCompetition; NorSolicitation; NonDisparagement

€) Non-Competition The Employee agrees that during the period otin@loyee’s employment by the Bank
hereunder and, in the event of the terminatiomefEmployees employment, for the period of time in which thaftoyee is entitled to recei
any Severance Benefit, the Employee will not (exoepbehalf of or with the prior written consenttbé Bank):

0] within the Area, either directly ardirectly, on the Employee’s own behalf or in tleevice of or on behalf
of others, engage in any business, activity, entgpor venture competitive with the Businesshef Bank;

(i) within the Area, either directly andirectly, perform for any Competing Business a@wviges that are the
same as, or substantially the same as, the sethiedsmployee provides or provided for the Bank;

(iii) within the Area, accept employmenthvor be employed by any person engaged in anybess] activity,
enterprise, or venture competitive with the Bussnafsthe Bank; or

(iv) work for or with, consult for, or otheise be affiliated with, in either a paid or umpaiapacity, or be
employed by any person or group of persons progdsimstablish a new bank or other financial infith within the Area.

(b) Non-Solicitation of CustomersThe Employee agrees that, during the period @Bmployee’s employment by the
Bank hereunder and, in the event of the terminaifdhe Employee’s employment for any reason, lierduration of the Post-Termination
Period, the Employee will not, directly or indirlrcfexcept on behalf of or with the prior writtearisent of the Bank), on the Employee’s own
behalf or in the service of or on behalf of othedicit, divert, or appropriate, or attempt toisiv) divert, or appropriate, any business from any
of the customer of the Bank or any Affiliate of tBank , including prospective customers activelygdu by the Bank or any Affiliate of the
Bank, with whom the Employee has or had contadnhdithe last two years of the Employee’s employnvéti the Bank, for purposes of
selling, offering, or providing products or senddbat are competitive with those sold, offeredprmvided by the Bank or any Affiliate of the
Bank.

(c) Non-Solicitation of EmployeesThe Employee agrees that, during the period @Bimployee’s employment by the
Bank hereunder and, in the event of the terminaifadhe Employee’s employment for any reason, fierduration of the Post-Termination
Period, the Employee will not, directly or indirlrcfexcept on behalf of or with the prior writtearisent of the Bank), on the Employee’s own
behalf or in the service of or on behalf of othedicit, recruit, or hire away, or attempt to silirecruit, or hire away, any employee of the
Bank or any Affiliate of the Bank with whom the Elopee had contact during the last two years oBimployee’s employment with the Bank,
regardless of whether such employee is a full-tipaat-time, or temporary employee of the Bank or Affiliate of the Bank or such
employee’s employment is pursuant to a written exguent, for a determined period, or at will.

(d) Non-DisparagementThe Employee agrees that, during the period @Bimployee’s employment by the Bank

hereunder and for a period of two years thereatterEmployee will not make any untruthful stateir@nitten or oral) that is or could
reasonably be perceived as disparaging to the Baaky Affiliate of the Bank.
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(e) Modification. The Parties agree that the provisions of this Agexe represent a reasonable balancing of their
respective interests and have attempted to limitdistrictions imposed on the Employee to thosessy to protect the Bank from inevitable
disclosure of Confidential Information and Tradei®¢s and/or unfair competition. The Parties aginag if the scope or enforceability of this
Agreement is in any way disputed at any time andraitrator, court, or other trier of fact deteresrthat the scope of the restrictions containe
in this Agreement is overbroad, then such arbityatourt, or other trier of fact may modify the pecof the restrictions contained in this
Agreement.

() Tolling. The Employee agrees that, in the event the Emplogesches this Section, 8he Post-Termination Period
shall be tolled during the period of such breacth stmall be extended to 12 months after all breaoh#tss Agreement have ceased.

(9) Remedies The Employee agrees that the covenants contaireéction 7and_Section ®f this Agreement are of
the essence of this Agreement; that each of suebnamts is reasonable and necessary to protebutieess, interests, and properties of the
Bank and its Affiliates; and that irreparable lassl damage will be suffered by the Bank shouldgimployee breach any of such covenants.
Therefore, the Employee agrees and consents thadldition to any and all other remedies providgdtbavailable at law or in equity, the B
shall be entitled to a temporary restraining ortfest temporary and permanent injunctions to preadsreach or threatened or contemplated
breach of any of the covenants contained in SedtiomSection &f this Agreement, and that, in such event, thekBdall not be required to
post a bond. The Bank and the Employee agree fthah@edies available to the Bank shall be cumuéati

9. Severability The Parties agree that each of the provisioriadied in this Agreement is separate, distinct, saxkrable from
the other provisions of this Agreement and thatinlvalidity or unenforceability of any provision tfis Agreement shall not affect the validity
or enforceability of any other provision of this kkgment. Further, if any provision of this Agreemnisrruled invalid or unenforceable by a
court of competent jurisdiction because of a coehfietween the provision and any applicable lave, megulation, or public policy, the
provision shall be redrawn to make the provisionsistent with, and valid and enforceable under daw, rule, regulation, or public policy.

10. No SeOff by Employee The existence of any claim, demand, action, aseaf action by the Employee against the Bank
any Affiliate of the Bank, whether predicated uphis Agreement or otherwise, shall not constitutieense to the enforcement by the Ban
any of the Bank’s rights hereunder.

11. Notices All notices, requests, waivers, and other comizations required or permitted hereunder shall beriting and sha
be either personally delivered; sent by nation&rnight courier service, postage prepaid, nextdassi-day delivery guaranteed; or mailed by
first class United States Mail, postage prepaidrreteceipt requested, to the recipient at theesddbelow indicated:

If to the Bank: Cornerstone Community Bal
Attention: Chairman, Board of Directa
835 Georgia Avenu
Chattanooga, Tennessee 37.

If to the Employee James R. Vercoe .

3111 Anderson Pik
Signal Mountain, Tennessee 37:
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or to such other address or to the attention dfi sitiser person as the recipient Party shall hageifipd by prior written notice to the sending
Party. All such notices, requests, waivers, angrotbmmunications shall be deemed to have beeatietty given: (a) when personally
delivered to the Party to be notified; (b) two mesis days after deposit with a national overnightier service, postage prepaid, addressed tc
the Party to be notified as set forth above witkt+iisiness-day delivery guaranteed; or (c) fowgitess days after deposit in the United State
Mail, first class, postage prepaid with return ipteequested, at any time other than during a ggéscontinuance of postal service due to
strike, lockout, or otherwise (in which case suoliae, request, waiver, or other communicationIdtmkffectively given upon receipt), and
addressed to the Party to be notified as set &dvtdve. A Party may change such Party’s notice addset forth above by giving the other Party
10 days written notice of the new address in thamaaset forth above.

12. AssignmentThe rights and obligations of the Bank under ftgseement shall inure to the benefit of and shalbinding
upon the successors and assigns of the Bank, ingludthout limitation a purchaser of all or subttally all of the assets of the Bank. If this
Agreement is assigned pursuant to the foregointgeea, the assignment shall be by novation, andghigining Party shall have no further
liability hereunder, and the successor or assiaii Become the “Bank” hereunder, but the Employéenat be deemed to have experienced a
termination of employment by virtue of such assignimWithout limiting the generality of the foreggi the Parties expressly acknowledge
and agree that, in the event of any merger of #rekBvith and into SmartBank, SmartBank as the singibank of such merger will, as
successor by merger to the Bank, succeed to alisrand obligations of the Bank hereunder, wittaswt further action by the Parties, and that
at and after the effective time of such mergerefltrences in this Agreement to the “Bank” shalréferences to SmartBank as successor by
merger to the Bank. This Agreement is a personatract and the rights and interest of the Emplayeg not be assigned by the Employee.
This Agreement shall inure to the benefit of anagebfrceable by the Employee and the Employee’samed or legal representatives,
executors, administrators, successors, heirsjluistes, devisees, and legatees.

13. Waiver A waiver by one Party to this Agreement of angvision of this Agreement or of any breach of thggeement by
any other Party to this Agreement shall not begc#iffe unless in writing, and no waiver shall operat be construed as a waiver of the same c
any other provision or breach on any other or sgyilset occasion.

14, Mediation Except with respect to Section $ection 8 and Section 2Bereof, and except as provided in Sectiomé#feof,
in the event of any dispute arising out of or iiaato this Agreement, or a breach hereof, whigpdie cannot be settled through direct
discussions between or among the Parties, theeBagiree to first endeavor to settle the dispusmiamicable manner by non-binding
mediation in accordance with the rules of altemreatlispute resolution of the State of Tennessethéojudicial circuit containing Knox Count
Tennessee (or such other judicial circuit mutuatiyeed to by the Parties) before resorting to dngrgorocess for resolving the dispute.

15. Applicable Law and Choice of Foruithis Agreement shall be governed by and constamedenforced under and in
accordance with the laws of the State of Tennessitegut regard to or the application of principtEfsconflicts of laws. The Parties agree that
any legal action or proceeding arising under aatied to this Agreement shall be brought in a stat@t of record located in Knox County,
Tennessee (or other venue mutually agreed to bpdhiges), or, in the event (but only in the evén&t no such state court has subject matter
jurisdiction over such action or proceeding, in thated States District Court for the Eastern Distof Tennessee, which courts shall h
exclusive jurisdiction over any such action or geding. Each Party consents to, and waives angtidijesuch Party may otherwise have to,
the jurisdiction and venue of such courts.
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16. InterpretationWords used herein importing any gender inclutigexiders. Words used herein importing the singsha|
include the plural and vice versa. When used hetle@terms “herein,” “hereunder,” “hereby,” “hesgtand “hereof,” and any similar terms,
refer to this Agreement. When used herein, the tperson” shall include an individual, a corporati@a limited liability company, a
partnership, an association, a trust, and any @th&ty or organization, whether or not incorpodat&ny captions, titles, or headings preceding
the text of any section or subsection of this Agrest are solely for convenience of reference aatl abt constitute part of this Agreement or
affect its meaning, construction, or effect.

17. Entire AgreemeniThis Agreement embodies the entire, final, aneigrated agreement of the Parties on the subjetitéma
stated in this Agreement. No amendment or supplémesr modification of this Agreement shall beidadr binding upon the Bank or the
Employee unless made in a writing signed by athefParties. All prior understandings and agreemtating to the subject matter of this
Agreement are hereby expressly terminated.

18. CounterpartsThis Agreement may be executed in counterpaatsh ef which shall be deemed an original but aiivbfch
together shall be deemed to be one and the sarmeragnt. A signed copy of this Agreement deliverngéabsimile, e-mail, or other means of
electronic transmission shall be deemed to havedhee legal effect as delivery of an original sthnepy of this Agreement.

19. Rights of Third PartietNothing herein expressed is intended to or dfeltonstrued to confer upon or give to any person,
other than the Parties hereto and their succeasarpermitted assigns, any rights or remedies umdey reason of this Agreement.

20. Legal Feedn the event of any claim, action, suit, or predtieg arising out of or in any way relating to tAigreement, the
prevailing Party shall be entitled to recover frira non-prevailing Party all reasonable fees, egpgnand disbursements, including without
limitation reasonable attorneyi®es and court costs, incurred by such prevailimgyRn connection with such claim, action, suitpooceeding
in addition to any other relief to which such priéing Party may be entitled at law or in equity.

21. Survival The obligations of the Parties pursuant to Sestig(h), 7, 8, 14, 15, 20, 21, 23, 24, 25, 26, and_27shall

survive the expiration and/or termination of thigréement and/or the termination of the Employeripleyment hereunder for the periods
expressly designated under such sections or,s$tch period is designed, for the maximum periodnigsible under applicable law.

22. Representation Regarding Restrictivegbants The Employee represents that the Employee ismbwvill not become a
party to any non-competition or non-solicitatiorregment or any other agreement which would protigitEmployee from entering into this
Agreement or providing the services for the Banktemplated by this Agreement on or after the EifecDate. In the event the Employee is
subject to any such agreement, this Agreement bhattndered null and void and the Bank shall mevebligations to the Employee under-
Agreement.

23. Right to ContacfThe Employee acknowledges and agrees that thie 8wl retain and have the right to contact any ne
employer or potential employer (or other businesg) apprise such person of the Employee’s respititisthand obligations owed under this
Agreement.

24. Section 409Alt is the intent of the Parties for any paymenivhich the Employee is entitled under this Agreette be
exempt from Section 409A of the Code to the maxinaxtent permitted under Section 409A of the Codewéler, if any amounts payable i
considered to be “nonqualified deferred compensasabject to Section 409A of the Code, such am®sehtll be paid and provided in a
manner that, and at such time and in such forrnaaplies with the applicable requirements of Sectio9A of the Code to avoid the
unfavorable tax consequences provided thereindoraompliance. Neither the Employee nor the Baratl shtentionally take any action to
accelerate or delay the payment of any amountaymeanner which would not be in compliance witht®ec409A of the Code without the
consent of the other Party. For purposes of thisedment, all rights to payments shall be treateibhss to receive a series of separate
payments to the fullest extent allowed by Secti@8Atof the Code. To the extent that some portiothefpayments provided for under this
Agreement may be bifurcated and treated as exawmpt $ection 409A of the Code under the “short-tdaferral” or “separation pay”
exemptions, then such amounts may be so treatexkaspt from Section 409A of the Code.
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25. Tax Matters

€) Withholding of TaxesThe Bank may deduct and withhold from any amopatsable under this Agreement all
federal, state, city, or other taxes the Bank dgiired to deduct or withhold pursuant to applicdate, rule, regulation, or ruling.
(b) Excise Taxes
0] In the event that any amounts payaipiéer this Agreement or otherwise to the Emplayeald (1)

constitute “parachute payments” within the meammh§ection 280G of the Code or any comparable sstreprovision and (2) but for this
Section 25(b) be subject to the excise tax imposed by Secta@9 4f the Code or any comparable successor poovighe “ Excise TaX),

then such amounts payable to the Employee shalitber (y) provided to the Employee in full or rpvided to the Employee to the maxim
extent that would result in no portion of such Héadeing subject to the Excise Tax, whichevethaf foregoing amounts, when taking into
account applicable federal, state, local, and fpré@icome and employment taxes, the Excise Taxaagdther applicable taxes, results in the
Employee’s receipt, on an after-tax basis, of tteatgst amount of benefits, notwithstanding thadradome portion of such benefits may be
taxable under the Excise Tax. Unless the Bank laadEtployee otherwise agree in writing, any deteatidon required under thBection 25(b
shall be made in writing in good faith by the Bamkidependent accounting firm (the “ Independentodmitants). In the event of a reduction
in benefits hereunder, the reduction of the totgimpents shall apply as follows, unless otherwiseedjin writing and such agreement is in
compliance with Section 409A of the Code: (1) aagttseverance payments subject to Section 409edfode due under this Agreement
shall be reduced, with the last such payment daeftirfeited and reduced, and sequentially thégeaforking from the next last payment; (2)
any cash severance payments not subject to Seliivh of the Code due under this Agreement shatedeced, with the last such payment
due first forfeited and reduced, and sequentifigreafter working from the next last payment; 3y acceleration of vesting of any equity
subject to Section 409A of the Code shall remaiaragnally scheduled to vest, with the tranche tlwauld vest last (without any such
acceleration) first remaining as originally schedito vest; and (4) any acceleration of vestingrgf equity not subject to Section 409A of the
Code shall remain as originally scheduled to weih the tranche that would vest last (without angh acceleration) first remaining as
originally scheduled to vest. For purposes of mgkire calculations required by this Section 25¢he Independent Accountants may make
reasonable assumptions and approximations congeapiplicable taxes and may rely on reasonable,-fgitidinterpretations concerning the
application of the Code and other applicable legahority. The Bank and the Employee shall furtgsthe Independent Accountants such
information and documents as the Independent Adeotsmmay reasonably request in order to makeeardatation under this Section 25(b)
The Bank shall bear all costs that the Independeobuntants may reasonably incur in connection it calculations contemplated by this

Section 25(b)
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(i) If notwithstanding any reductions debed in this Section 25(lthe Internal Revenue Service (the “ IRS
determines that the Employee is liable for the &xdiax as a result of the receipt of amounts payaddier this Agreement or otherwise as
described above, then the Employee shall be obligtat pay back to the Bank, within 30 days afténa IRS determination or, in the event
that the Employee challenges the final IRS deteation, a final judicial determination, a portionsafch amounts equal to the Repayment
Amount. The “ Repayment Amouyitwith respect to the payment of benefits, shalkthe smallest such amount, if any, that is requioebe
paid to the Bank so that the Employee’s net atigrproceeds with respect to any payment of bengfitsr taking into account the payment of
the Excise Tax and all other applicable taxes ilmgam such payment) are maximized. The Repaymemuitrwith respect to the payment of
benefits shall be zero if a Repayment Amount ofartban zero would not result in the Employee’saftr-tax proceeds with respect to the
payment of such benefits being maximized. If theigx Tax is not eliminated pursuant to this Sec#ib(b), the Employee shall pay the Exc
Tax.

(iii) Notwithstanding any other provisiofithis Section 25(b) if (1) there is a reduction in the payment of
benefits as described in this Section 25((2) the IRS later determines that the Employdmlide for the Excise Tax, the payment of which
would result in the maximization of the Employepé&t after-tax proceeds (calculated as if the Engsés/benefits had not previously been
reduced), and (3) the Employee pays the Excise thag, the Bank shall pay to the Employee thosefiienehich were reduced pursuant to
Section 25(bpas soon as administratively possible after the Byg# pays the Excise Tax, so that the Employed’after-tax proceeds with
respect to the payment of benefits are maximized.

26. Requlatory Restriction$he Parties expressly acknowledge and agredahahy and all payments contemplated by this
Agreement are subject to and conditioned upon tiaipliance with 12 U.S.C. § 1828(k) and 12 C.R&rt 359, as such laws and regulations
may be amended from time to time, and (b) the akiigs of the Parties under this Agreement arergépesubject to such conditions,
restrictions, and limitations as may be imposedftone to time by applicable state and/or fedeealking laws, rules, and regulations.

27. Effect on Executive ChanieControl Severance Agreemerithe Parties and the Company intend for this Amesg to
supersede and replace that certain Executive Changentrol Severance Agreement dated Decembe2dB3, by and among the Company,
the Bank, and the Employee (the “ Severance AgraetheAccordingly, on and as of the Effective Datedavithout any further action by the
Parties or the Company, this Agreement shall seperand replace the Severance Agreement and tieeaBee Agreement shall automatically
be cancelled and shall have no further force @ctfivith the parties thereto having no further tsghr obligations thereunder. By executing
Agreement, the Parties and the Company hereby vilagéveequirements of Section 5.5 of the Severargreément, which if not waived would
require the inclusion in the Merger Agreement & tRayments Upon Termination” (as such term israfiin the Severance Agreement)
before final approval of the Merger Agreement by loards of directors of the Company and the Bank.

( Signature Page Follows
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IN WITNESS WHEREOF, the Parties have executed atidated this Agreement as of the date first wnitddove.
BANK: CORNERSTONE COMMUNITY BANK
By: /s/ W. Miller Welborn

W. Miller Welborn
Chairman

EMPLOYEE:

/s/ James R. Vercc
James R. Vercoe .

JOINDER BY CORNERSTONE BANCSHARES, INC.

The Company joins in this Agreement solely to enimeits agreement to the cancellation of the Seeerdgreement and the waiver
of any rights and obligations thereunder, as st fia Section 27 hereof.

COMPANY: CORNERSTONE BANCSHARES, INC

By: /s/ W. Miller Welborn
W. Miller Welborn
Chairman

( Signature Page to Vercoe Employment Agreement




