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Item 2.02. Results of Operations and Financi&ondition

On January 12, 2007, the Registrant bsupress release reporting earnings results éofigbal quarter ended December 31, 2006.
Item 9.01  Financial Statements and Exhibits.
(d) Exhibits

99.1 Press release dated January 12, 2007 reportingngamesults for the fiscal quarter ended Decer3lie2006.
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Exhibit 99.1

Cornerstone Bancshares, Inc. Announces 4th Quarte2006 Financial Results on
January 12, 2007

HIXSON, Tenn., Jan. 12 /PRNewswire-FigdtG- Cornerstone Bancshares, Inc. (OTC Bull&gard: CSBQ) today announced the
following:

Cornerstone Bancshares, Inc saw its déntgr earnings increase to $1.45 million or $&2hare and $5.81 million year to date or
$0.90 a share an increase of 26.4% over 2005'snegrper share of $0.71. The earnings were $0a0tare better than its $0.875 earning
per share guidance given in June. The betterdkhpacted Company performance was a direct restiteofontinued above average net
interest margin for the fourth quarter of 5.80% pamed to comparable peer bank average of 4.23%.Bahk’s loan portfolio finished the
guarter with an average 4th quarter balance of $2ii®n, up 13.6% over the same period in 200%uriby the 4th quarter Cornerstone
reevaluated the amortization of its intangible afmeEagle Financial Inc. and accelerated the é@aiion by an additional $182 thousand.
The Corporation also set up and funded a corpéoatedation to assist the Bank in civic and commugifting. The foundation was initially
funded with $500 thousand and will give 5% of ilsgus annually. These two non operating experesisced the quarterly and annual
earnings by $430 thousand after taxes.

Currently, Cornerstone has 6.5 millioargs outstanding and expects earnings per shareréase to $1.00 per share in 2007 an
increase of 11.1%. During the fourth quarter Costuae completed the formation of a Loan Produddiice in Dalton, GA and expects to
assist small businesses in North GA with assetdksms from both Cornerstone Community Bank angléeBinancial, Inc.

The asset quality remained at the sup&iel during 2006 as non- performing loans asmgntage of average total loans remained at
0.37% while past due loans as a percentage ofltatat decreased to 0.50%. The Bank had net cloffiggef $191 thousand during the
fourth quarter and $394 thousand year to date ewdvibviding $1.1 million to the loan loss allowanear to date. The large provision was
created to fully fund the loan loss allowance fog loan growth realized during 2006, and as a réselBank was able to maintain a 1.33%
allowance for possible loan losses.

Cornerstone Bancshares, Inc. is a on&-balling company serving the Chattanooga, Teneesk®A with 5 branches and one loan
production office with $375 million in assets s@izing in business financial services.

CORNERSTONE BANCSHARES, INC.
Selected Financial Information

as of December 31, 2006

(in thousands)

Three Months
Ending December 31

%

EARNINGS SUMMARY 2006 2005 Change

Interest incomt $ 793¢ $ 6,06¢ 30.81%
Interest expens 2,931 1,87z 56.51%
Net interest incom 5,00¢ 4,192 19.3¢%
Provision for loan los 49 50z -90.2%%
Net interest income after provisit 4,95¢ 3,69( 34.31%
Noninterest incom: 37C 382 -3.14%
Noninterest expens 3,297 2,02« 62.9(%
Pretax incomt 2,02¢ 2,04¢ -0.9%
Income taxe: 582 70€ -17.5€%
Net income $ 1,447 $ 1,342 7.82%
Earnings per common she $ 02z $ 0.21 4.1%

Weighted average common shares outstandin 6,505,40! 6,286,29!




Year-to-Date
Ending December 31

%

EARNINGS SUMMARY 2006 2005 Change
Interest incomt $ 29,16 $ 20,66¢ 41.11%
Interest expens 10,30¢ 6,07¢ 69.62%
Net interest incom 18,85¢ 14,59: 29.2%
Provision for loan los 1,107 1,402 -21.0%%
Net interest income after provisi 17,75: 13,19: 34.5¢%
Noninterest incom: 1,861 1,33¢ 39.51%
Noninterest expens 10,47: 7,644 37.01%
Pretax incomt 9,14( 6,881 32.8%
Income taxe: 3,32¢ 2,557 30.15%
Net income $ 581 $ 4,32¢ 34.41%
Earnings per common she $ 09C $ 0.71 26.36%
Weighted average common shares outstandin 6,479,44 6,091,25!
Three Months
Ending December 31
AVERAGE BALANCE %
SHEET SUMMARY 2006 2005 Change
Loans, net of unearned incor 295,78 % 260,38: 13.6(%
Investment securities & Oth: 47,09t 31,58: 49.1%
Earning assel 342,88: 291,96¢ 17.4%
Total asset 362,05¢ 311,79 16.12%
Noninterest bearing depos 39,77 37,33¢ 6.52%
Interest bearing transaction depo: 96,76 82,38¢ 17.45%
Certificates of depos 140,06+ 115,68¢ 21.0%%
Total deposit: 276,60( 235,40! 17.5(%
Other interest bearing liabilitie 44,92: 42,93¢ 4.62%
Shareholde€'s equity 38,13! 31,08¢ 22.66%
Year-to-Date
Ending December 31
AVERAGE BALANCE %
SHEET SUMMARY 2006 2005 Change
Loans, net of unearned incor $ 284,10 $ 236,26! 20.25%
Investment securities & Oth: 40,90 32,68: 25.1¢%
Earning assel 325,00¢ 268,94¢ 20.85%
Total asset 344,74: 286,21¢ 20.45%
Noninterest bearing depos 37,05¢ 34,73( 6.7C%
Interest bearing transaction depo: 93,17¢ 79,17¢ 17.6%
Certificates of depos 132,46! 102,77¢ 28.8t%
Total deposit: 262,69¢ 216,68: 21.2%%
Other interest bearing liabilitie 44,01¢ 38,74 13.62%
Shareholde€'s equity 35,72¢ 28,88: 23.7(%
Three Months
Ending December 31
SELECTED RATIOS 2006 2005
Average equity to average ass 10.52% 9.97%
Average net loans to average total as 81.7(% 83.51%
Return on average ass 1.5% 1.72%
Return on average total equ 15.0€% 17.27%
Actual Equity on December 3 $ 38,055,47 $ 32,446,36.
Actual # shares outstanding on Decembe 6,503,31! 6,402,66!
Book value per common share $ 58t $ 5.07




Year-to-Date
Ending December 31

SELECTED RATIOS 2006 2005

Average equity to average ass 10.3€% 10.09%
Average net loans to average total as 82.41% 82.55%
Return on average ass 1.6% 1.51%
Return on average total equ 16.27% 14.9%%

Actual Equity on December 3
Actual # shares outstanding on Decembe
Book value per common share

SOURCE Cornerstone Bancshares, Inc.
-0- 01/12/2007
/CONTACT: Frank Hughes, President & COCCornerstone Bancshares, Inc., +1-423-385-3009/
/Web site: http://www.cscbank.com /
(CSBQ)




