UNITED STATES
SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

| CORNERSTONE

BANCSHARES, INC.

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 OR 15(d) of The Securities Exchange Act of 1934

Date of Report (Date of earliest event reported)  April 18, 2008

CORNERSTONE BANCSHARES, INC.

(Exact name of registrant as specified in its @rart

Tennessee 000-30497 62-1175427
(State or other jurisdiction (Commission (ILR.S. Employer
of incorporation) File Number) Identification No.)
835 Georgia Avenue, Chattanooga, Tennessee 37343
(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code (423) 385-3000

(Former name or former address, if changed sirstedgort.)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (see General Instructior2 Abelow):

O Written communications pursuant to Rule 425 urtlkde Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 urttie Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Ride2(b) under the Exchange Act (17 CFR 240.140)2(
O

Pre-commencement communications pursuant to F3de4(c) under the Exchange Act (17 CFR 240.18%-4(




I[tem 2.02. Results of Operationsand Financial Condition

On April 18, 2008, the Registrant issued a prelease reporting earnings results for the fiscarign@nded March 31,

2008.
Item 9.01 Financial Statements and Exhibits.
(©) Exhibits

99.1  Press release dated April 18, 2008 reporting egsniesults for the fiscal quarter ended March 8082
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Exhibit 99.1

Cornerstone Bancshares, Inc. Announces First Quarter 2008 Financial Results
Friday , April 17, 2008 8:00 PM
- PR Newswire

Chattanooga, Tenn., April 17, 2008 /PRNewswiretEial via COMTEX/ -- Cornerstone Bancshares, 1@TC Bulletin Board: CSBQ)
today announced the following:

Cornerstone Bancshares, Inc. experienced an earoamgraction for the first quarter 2008 as a tesfunargin compression brought on by
Federal Reserve’s 300 basis point reduction infélderal funds rate and the corresponding redudtiaihe banking industrg’ prime rate
Cornerstones net interest margin decreased 135 basis poinits §.68% for the first quarter of 2007 to 4.33% tioe first quarter of 200
This decrease was due primarily to the timing ipri@ng of loans which are tied to the Cornerst@wmmmunity Banks prime rate and tl
majority of the bank’s certificates of deposit wiiare generally fixed for a ongar period of time. The lag in repricing will te
approximately six months to catch up and withint time frame the net interest margin level showddch the low that the Bank v
experience. Cornerstone saw its first quarter 20@®ings decrease to $1.01 million versus $1.65omjla decrease d38.6% from firs
quarter 2007 while book earnings per share deadgaste first quarter of 2008 to $0.16 versus B02decrease of 36.9% over first quz
2007. The Bank continued to increase its loan plotfduring the first quarter of 2008, which incsed to $386 million an improvement
20.5% over the first quarter of 2007. Notably, coenomal real estate loans, lead all loan classificat The Compang performance metri
pulled back to normal peer levels, Return on assats0.91% for the first quarter of 2008 compared.75% during the first quarter in 20
Return on equity was 10.93% during the first quarte008 compared to 16.83% in 2007.

Presently the Company is operating at an 8.32%&gxecratio and has the ability to continue to grbut, will spend the remainder of 2(
building capital until the economic environment ioypes.

Asset quality declined from the superior level dgrifirst quarter of 2008. Noperforming loans as a percentage of average totad:
increased to 0.63% while loans over 30 days pasiadla percentage of total loans increased to 1.88%

Cornerstone Bancshares, Inc. is a baek holding company with $450 million in assetdalbserves the Chattanooga, Tennessee MSA
5 branches. It also has loan production office®atton, Georgia and Knoxville, Tennessee. The comppecializes in business finan
services.

This press release contains forwdwdking statements within the meaning of the Pav8ecurities Litigation Reform Act of 1995, wh
contains a safe harbor for forwakbking statements. The Company relies on this Bafeor in making such disclosures. The statemsme
based on management's current beliefs and assursplmout expectations, estimates, strategies asjdcipns. These statements are
guarantees of future performance or results andhmvrisks, uncertainties and assumptions thatdéfeult to predict. Therefore, actt
outcomes and results may differ materially from wibaxpressed or forecasted in such forward-lapktatements.

Media Contact: Frank Hughes, President & COO ofnfémtone Bancshares, Inc.
Phone number: 423-385-3009




CORNERSTONE BANCSHARES, INC.

Selected Financial I nformation
asof March 31, 2008
(in thousands

Three Months

Ending March 3 %

EARNINGS SUMMARY 2008 2007 Change
Interest incom: $ 8,06( $ 8,107 -0.6%
Interest expens 3,47( 3,13¢ 10.7%
Net interest incom 4,59( 4,97 -7.7%
Provision for loan los 317 2 15750.%
Net interest income aftt

provision 4,27: 4,972 -14.1%
Noninterest incom 394 37¢ 5.2%
Noninterest expens 3,097 2,747 12.7%
Pretax incomu 1,571 2,60( -39.6%
Income taxe:! 55¢ 94¢€ -41.2%
Net income $ 1,01t $ 1,652 -38.€%
Earnings per common she $ 0.1€ $ 0.2¢8 -36.€%
Weighted average common

shares outstanding ( 6,336,20; 6,511,95

Three Months
AVERAGE BALANCE Ending March 3 %
SHEET SUMMARY 2008 2007 Change

Loans, net of unearned incor  $ 386,05t $ 320,29¢ 20.5%
Investment securities & Oth 42,45¢ 37,11: 14.2%
Earning asset 428,51 357,40° 19.%
Total asset 446,47 378,14¢ 18.1%
Noninterest bearing depos 44,50: 38,31t 16.2%
Interest bearing transaction

deposits 93,41( 90,46¢ 3.2%
Certificates of depos 182,53¢ 147,62 23.71%
Total deposit: 320,45: 276,40" 15.%
Other interest bearing

liabilities 86,64: 60,08( 44.2%
Shareholder's equit 37,13: 39,25: -5.4%

SELECTED RATIOS

Average equity to average
assets

Average net loans to averag
total asset

Return on average ass

Return on average total equ

Actual Equity on Mar. 31

Actual # shares outstanding
Mar. 31,

Book value per common she

Three Months
Ending March 3’

2008 2007
8.32% 10.3&%
86.41% 84.7(%
0.91% 1.7%%
10.9% 16.8%
$ 36,754,22 $ 39,578,83
6,319,71 6,515,111
$ 58z $ 6.07

Yealr-to-Date
Ending March 3.

%

2008 2007 Change

8,06( $ 8,107 -0.€%
3,47( 3,13¢ 10.7%
4,59( 4,97¢ -7.7%
317 2 15750.(%
4,27: 4,97z -14.1%
394 37E 5.2%
3,091 2,74 12.7%
1,571 2,60( -39.6%
55€ 94¢ -41.4%
1,01t $ 1,652 -38.6%
0.1€ $ 0.2t -36.9%

6,336,20; 6,511,95:

Yeal-to-Date
Ending March 3. %
2008 2007 Change
386,05¢ $ 320,29¢ 20.5%
42,45¢ 37,11 14.4%
428,51. 357,40° 19.9%
446,47 378,14t 18.1%
44,50 38,31¢ 16.2%
93,41( 90,46¢ 3.3%
182,53¢ 147,62: 23.1%
320,45 276,40! 15.9%
86,64: 60,08( 44.2%
37,13 39,25: -5.4%
Yeal-to-Date
Ending March 3.
2008 2007
8.32% 10.3&%
86.47% 84.7(%
0.91% 1.75%
10.9% 16.8%






