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Explanatory Note

Cornerstone Bancshares, Inc. is filing this amené@an 8K to provide additional information about the aosataken b
the Federal Deposit Insurance Corporation and ém@ssee Department of Financial Institutions.

[tem 1.02 Termination of a Material Definitive Agreement.

On August 17, 2012, the Federal Deposit Insuranog@ation (“FDIC”) issued written confirmation to Cornerst
Community Bank’s (“Bank”Board of Directors that the Consent Order entenéal by the Bank with the FDIC on April 2, 2010, hiagler
terminated. Also on August 17, 2012, the Tennefsgmartment of Financial Institutions issued writeanfirmation to the Bank'Board ¢
Directors that the Written Agreement executed whihn Bank on April 5, 2010, had been terminated.

Some of the governance and lending procedureslisstadh by the Consent Order and Written Agreementain in place
including the requirement for approval by the RegidDirector of the FDIC and the Commissioner & Trennessee Department of Finar
Institutions of any dividends declared or paid vy Bank to its parent, Cornerstone Bancshares, Inc.
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