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Item 7.01 Regulation FD

On May 12, 2015, representatives of Cornerstonec&ares, Inc. (the “CompanyWill begin making presentations to investors regaydthe
Company using the slides containing the informatittached to this Current Report on Form 8-K asilikB89.1 (the “Slides”)The Company expects to 1
the Slides, in whole or in part, and possibly withdifications, in connection with presentationsneestors commencing on May 12, 2015.

By filing this Current Report on Form B-and furnishing the information contained hereite Company makes no admission as to the matgrad
any information in this report that is requiredo® disclosed solely by reason of Regulation FD.

The information contained in the Slides is summafgrmation that is intended to be considered ia tiontext of the Comparg/’Securities ar
Exchange Commission (“SECT)ings and other public announcements that the @amy may make, by press release or otherwise, fiow to time. Th
Company undertakes no duty or obligation to puplighdate or revise the information contained irs tlgiport, although it may do so from time to tinseite
management believes is warranted. Any such updatizig be made through the filing of other reportslocuments with the SEC, through press releas
through other public disclosure.

Item 9.01 Financial Statements and Exhibits
(d)  Exhibits
99.1 Investor Presentation Slideshow in use beginning & 201%

Important Information for Shareholders

This communication shall not constitute an offers&ll, the solicitation of an offer to sell, thelisitation of an offer to buy any securities or
solicitation of any vote or approval, nor shallrabe any sale of securities in any jurisdictionvimich such offer, solicitation or sale would bdawiful prior tc
registration or qualification under the securitia&s of any such jurisdiction. In connection witre proposed merger of Cornerstone Bancsharesain
SmartFinancial, Inc., Cornerstone has filed a tegfisn statement on Form&with the Securities and Exchange Commission, lwbantains the joint pro:
statement/prospectus of SmartFinancial and CoworestShareholders of Cornerstone and SmartFinaamakncouraged to read thegistration statemel
including the joint proxy statement/prospectus thvdt be part of the registration statement, beeaiiscontains important information about the me)
Cornerstone and SmartFinancial. The joint proxyest@nt/prospectus and other relevant documentsbeilimailed to all Cornerstone and SmartFina
shareholders and will be available for free on 8C’'s website (www.sec.gov). The joint proxy statenmogpectus is also made available for fre
contacting the President and CEO of SmartFinartié865) 868-0613 or the President and CEO of Getoee at (423) 383009. No offer of securities sh
be made except by means of a prospectus meetingdgbgements of Section 10 of the Securities Ad983, as amended.

Cornerstone, SmartFinancial and their respectikectiirs, executive officers, and certain other menmbf management and employees of Corner
and SmartFinancial may be deemed to be participarte solicitation of proxies in connection withe proposed merger. Information concerning therést
of the persons who may be considered “participaintshe solicitation are set forth in the joint pyostatement/prospectus relating to the merger hadthe
relevant documents filed with the SEC. Informatedvout the directors and executive officers of Cstome is also set forth in Cornerstangint proxy
statement/prospectus for its 2015 annual meetirghafeholders and its Annual Report on FornK1f@er the year ended December 31, 2014, filed wlitt
SEC.




Forward-Looking Statements

Certain of the statements made in this report mmstitute forwardeoking statements within the meaning of SectioA 27 the Securities Act «
1933 and Section 21E of the Securities ExchangeofAdi934. Such forwartboking statements, including statements regardirgintent, belief or curre
expectations of Cornerstone, SmartFinancial anid tegpective management regarding the compastestegic directions, prospects, future resultstzerefit:
of the merger, are subject to numerous risks aménginties. Certain factors may cause actual tesuldiffer materially from those contained in floeward-
looking statements, including economic and otherd@gns in the markets in which Cornerstone anda8hRinancial operate, governmental regulations
ability to obtain regulatory and shareholder apptpthe possibility that conditions to completiointioe merger will not be satisfied, the abilitydomplete th
merger in the expected timeframe, the companiespeatitive environment, cyclical and seasonal flatitbns in their operating results, and other risks.
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SIGNATURES

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

CORNERSTONE BANCSHARES, INC
(Registrant

Date: May 12, 2015 By: /sl Nathaniel F. Hughe
Nathaniel F. Hughe
President and Chief Executive Offic
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IMPORTANT DISCLOSURES

The information contained herein has been prepared solely for infomatonal purpeses. This docurment contains informaton [about investment oppoarunities that yau have requested)
which is not inflended for or sveilable to certsin invesions in certain juRsdicions. Moreover, such investment ocpportunities have not been registered with the Securities and Exchange
Commission [SEC), and are only avaishle © cenain “scorediied invesiors® This presentation does not constitute an offer or a solicitation of an offer to buy any security.
Any offer or solicitation must be made only by means of a subscription or other definitive agreement provided by Comerstone Bancshares Ine, [“Company™)

Prospedtive imestors, including non-U.5. investors, should inform themsebves as to the legal requirements and tax conssguences within the countries of their dtizenship, residence,
demicle snd place of busingss with respect to the scquisiion, halding of dispossl of nterests, and any frelgn excharge restfictions that may be refevant thereto. Any dedsien o
invest in secwrities should be made only after renviewing, conduclng such investigations as the invesior deems necessary and consulling the investon’ own financial. kgal,
ascoounting, and tax advisors in order to make an independent determinafon of the suitability end conseguences of paticipating in such investment.

This presentation oontains certain forward looking statements and projecions of finandsl performanee. Such projections are, by nature, based on anScipaing fulure events that
cannot be predicted with sccuracy and there is no assurance that the projections can or will be achiesved, Actusl results will be dependent upon 8 number of factors that are beyond
the contrel of fhe Company. Acoordingly. the projecions should not be viewed as an estimate. prediction of representation as to future results Bnd should not be relied on in making
an investment decsion Adusl results may differ substantially. The information contained i this document is for informaticn pufpeses only and based selely on infarmation and data
supplied by the Company and other third party sources. The information mnisined herein is not 8 mmplete analysis of every material fact respecling the Company, its subsidiary
bank, the nvestment opportunity, the indusiry, or any pariculsr security, While the inkrmation containgd in this document is based on sources believed to be relisbie, neither the
Company nos its representatives or advisors have independenty verified fe facts, assumptions, and estimates contained in this document. Accosdingly, no representalion or
warranty, expressed or implied, s made to, and no relisnce should be placed an, the faimess, sccuracy, completensss or comectness of the infermation and cpinions contained in
this documeni The opinions and sstimates exprassed herain reflect only the curent pdgment of the Company. which opinions and estimaies are subjed to change without notios
Imvestment results may vary substantislly ower ims and from period to pericd bassd on many facioes and an investor could lose its entire investment. Before you meks an
investment decision based upon the information provided herein, you should be sware that the occurence of non-occurence af any of the events of assumptions desoribed in this
documeni could materially and advenely affect the business and/or brensactions and investments described herein. Past performanae is not nemssanly ndicative of Riture
performance  Mothing cmniained in this presentation is or shall be deemed o be, or construed as any adviee or recommendation o the recipient or any third parties as to whether or
not such parties should enier info eny transaction(s), make any imesiment. or lake any investment, acmuning. of corporaie aciion in connedion therewlth, The irformation herein is
qualified in its enSrety by the subsiption or other defnitve agreement, and the hsk factors contsined therein, which you should read carefully before making any nvesiment
decision.

AN INVESTMENT IN THESE SECURITIES |5 SPECULATIVE AND INCLUDES A HIGH DEGREE OF RISK. INVESTORS COULD LOSE THEIR ENTIRE INVESTMENT. SUCH
INVESTMENTS ARE SUITABLE ONLY FOR PERSONS WHO ARE ABLE TO BEAR THE FINANCIAL RISKS ASSOCIATED WITH S5UCH AN INVESTMENT. PROSPECTIVE
INVESTORS SHOULD CAREFULLY CONSIDER THESE RISKSE BEFORE INVEETING, HOVDE GROUP, LLC [("HOVDE") IS THE PLACEMENT AGENT TO THE COMPANY
AND WILL RECEIVE COMPENSATION FROM THE COMPANY A5 COMNSIDERATION FOR SUCH SERVICES. HOVDE, ANDVOR AFFILIATES OR PRINCIPALS OF HOVDE
MAY ALSO HOLD POSITIONS IN AND/OR ENGAGE IN INVESTMENT BANKING OR OTHER INVESTMENT TRANSACTIONS WITH THE COMPANY. HOVDE 15 A MEMBER
OF FINRASSIPC,




SAFE HARBOR STATEMENT

Certain datements made in this presentation may consliute “fosvard-looking statements” within the meaning of the Privale Securtiies Litigaton Reform Act of 1295 When used in
this presentation, e words “may,” “will™ “should,” “would” "antidpate.” “expect” “plan,” “believe” “intend” and similar expressions identify fonward-looking staterments, Forward-
locking statements involve known and unknown risks, uncertainies and other factors which may cause the actusl results, performance or achisvements expressed or implisd by
such ferward-locking stateéments. Thess risks, unoertainies and other factors include risks relating to ability 1o oblain reguiatony approvals and mee! other doting condiions of the
mierger; ability to complete the finandng trensaction and the amount raised; delay in dosing the merger, dificulii=s and delays in integrating the menging businesses or fully reslizing
o5t savings snd other benefits; business disruption, including diversien of management time, following the mefger and relsted transsctions, inabdity 1o achieve the benefits
expacied Fom the marger, danges in businesses of prospacts of Comentone or SmanFinandal before ihe mafger is complesd, economic condiions in fhw local markets whare
we opersis; nsk that the sssumptions underlying projectsd results are incormedt changes in interest rates; risks of defaulk on and concentrafion of loans within our podfolic; e
possible insuffidency of our sllowance for loan bsses; reglonal economic condiions: compettion: governmentsl regulstion and supervision: falure or dreumvention of our internal
centrols) disruption of business or diluion of shareheldes value a3 a result of mergers or Boquisitions; our ability to retsin key personnel; Biluwe or dEsruplion of our information
systems; technologicsl change: and ofher facirs we desoibe from time to #ne in our pericdic reports and in our Regisiration Steement on Form 5-4 filed in connecliion with the
merger. We undertake no obligation 1o revise or update these risks,  uncertainties and other facton except as set forth in our petisdicreports
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INVESTMENT SUMMARY

Issuer: Cornerstone Bancshares, Inc. (Ticker: CSBQ)

Summary of Offering: Private placement of common stock to institutional and other accredited investors (1)
Offering Size: Up to $15,000,000

Offering Price: $3.75t0 $3.85

# of Shares Offered: TBD

Primarily to redeem convertible preferred stock.

Use of Proceeds: Proceeds of offering will be escrowed pending close of merger with SmartFinancial, Inc. (see slide 8),
and escrow will only be brokenif all conditions to closing the merger have been met, including but not
limited to, shareholder approval and reguiatory approval of merger oblained.

Placement Agent: Hovde Group, LLC

Expected Closing: June-July 2015

! Thig offering is available only to “accredited investors™ as defined in Regulstion D under the Securities Act of 1933, hwesiors may be asked to
provide third-party verification that they qualify as accredited investors

Shares of Cornerstone common stock issued pursuant to the upcoming offering may not be resold except pursuant to an effective registration
statement fied with the Securities and Exchange Commission or an exemption from the reguirement o sell pursuant to an effective registration
statement. Cornerzione intends to use its best effortsto make an effective regstration statement available for resales within 80 days from the
effective date of the merger. In the absence of an effective registration statement, resales would have to comply withthe restrictions of Rule 144,
which reguires, among other restriclions, a holding period of at least six months.




Excellent
Management Team
with Multiple
Decades of
Combined Banking
Experience

Strung Asset
Quality

Tremendous
Organic Loan
Growth

INVESTMENT HIGHLIGHTS OVERVIEW (1)
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DepositBase is Low- Equity
Cost Transaction
Accounts




A TRANSFORMATIVE MERGER

On December 5, 2014, SmartFinancial, Inc. ($534 million in assets) and Comerstone Bancshares, Inc. (5416
million in assets) announced the proposed merger of their companies. Following the merger, the pro forma
institution (the "Combined Company”) will operate under the name "SmartFinancial, Inc_” and its headquarters
will be relocated to Knoxville, Tennessee. The Combined Company will consist of 12 full-service branches (10
in Tennessee and 2 in Florida) and a loan production office ("LPO") in both Panama City, Florida and Dalton,
Georgia. It will be the largest bank based in East Tennessee !

The merger agreement, which remains subject to shareholder and regulatory approval, provides that each
outstanding share of SmartFinancial common stock will be converted into the right to receive 4 20 shares of
Comerstone commaon stock (the "exchange ratio”). The exchange ratio is subject to adjustment based on an
anticipated reverse stock split of Comerstone common stock at a 4-to-1 ratio.

To enhance the Combined Company's capital position and facilitate regulatory approval of the merger,

Comerstone is commencing this private offering of its commaon stock to institutional and accredited investors.
Comerstone anticipates raising approximately $15 million in connection with this private offering and the
successful completion of this private offering is a condition to closing of the merger. Assuming Cornerstone
issues 4,000,000 shares of common stock in the private offering, we expect that SmartFinancial legacy
shareholders, as a group, will own approximately 56% of the outstanding shares of common stock of the
Combined Company, Cornerstone legacy shareholders, as a group, will own approximately 28% of the
outstanding shares of common stock of the Combined Company, and investors in this private offering will own
approximately 16% of the outstanding stock of the Combined Company.




A TRANSFORMATIVE MERGER

Strategically
Advantageous

N\

Financially
Aftractive

Low Risk Profile

= A natural geographic fit for two banks in East Tennessee

= Significant franchise value accretion as the Combined Company is on the
verge of $1 billion in assefs

* Enhanced liquidity: the legacy Cornerstone is an SECfiling company and
traded under the ticker CSBQ on the OTCQB; the Combined Company will
be re-tickered and apply to be listed on NASDAQ in connection with the
closing of the merger

= Cornerstone’s $15 million of preferred equity (10% dividend) will be
redeemed in connection with the closing of the merger

= One time merger related expenses estimated at approximately $1.5 million
pre-tax

= No data processing termination penalty

* Comprehensive due diligence process completed
* Thorough review of loan portfolio

* Legacy SmartFinancial management team has merger and acquisition
experience from the GuifSouth Private Bank acquisition, which should
ensure that the SmartFinancial-Cornerstone combination is integrated
smoothly

» Strong pro forma capital ratios

iz as of December 31, 2014




WHY INVEST IN THE COMBINED COMPANY?

scarcity value

= With $355 million in assets and 12 branches, the Combined Company will have an established and scalable platform
from which to execute its strategic growth plans.

When the recently announced sale of Chattanooga-based First Security Group closes, the Combined Company will be
the 10" largest bank based in Tennessee and the largest bank based in East Tennessee (east of Nashville).!

customer dislocation: organic growth opportunities

= Due to recently announced mergers in East Tennessee, many legacy customers will either not like the acquiring bank,
or vice versa, and voluntarily leave the bank or involuntarily be forced to take their business elsewhere. This
“custormer dislocation” will provide a tremendous opportunity for the Combined Company:
Northwest Georgia Bank (sale announced May 2015),
= (CapitalMark Bank & Trust (sale announced Aprl 2015);
= First Security Group, Inc. (sale announced March 2015), and
Jefferson Bancshares, Inc. (sale announced January 2014).

This is a fofal of $2.8 billion assets and $2.3 billion in deposits whose custormners could be looking for a new bank.

whole bank acquisitions: inorganic growth opportunities

= Opportunistic management team is ready to build upon the current franchise

= Mearby smaller banks may seek a sale or merger as Dodd-Frank becomes implemented and scale becomes
increasingly important.

s data a3 of March 31, 2014,




WHY INVEST IN THE COMBINED COMPANY?

stable, low-cost core deposit base

= The legacy SmartFinancial had $156 million of transaction accounts at the end of 2014, which reflects an increase of
$68 million, or 78%, since the beginning of 2013, and $117 million, or 288%, since the beginning of 2011

The legacy SmartFinancial and Comerstone have seen remarkable reductions in their deposit funding cost over the
past few years.

= SmartFinancial's cost of deposits has fallen from 1.44% for 2010Q4 to just 0.53% for 2014Q4.
= Cornerstone's cost of deposits has fallen from 1.45% for 2010Q4 to just 0.52% for 2014Q4.

elimination of high-cost capital

= Approximately $15 million of Cornerstone preferred equity at a current dividend of 10% will be redeemed at the closing
of the merger. The elimination of the preferred equity will save the pro forma SmartFinancial approximately $1.5
million peryear aftertax.

wagl and Combrned




WHY INVEST IN THE COMBINED COMPANY?

growing loan portfolio

= From the beginning of 2012 to the end of 2014, the legacy SmartFinancial has grown loans from $234 million to $363
million, reflecting a growth rate of 85%, This increase of $130 million includes $48 million in 2014 alone.

Over the same period, the legacy Cornerstone has grown loans from $268 million to $295 million. MNote that the bank
has been held back by its loan-to-deposit ratio, which stood at 96% as of the end of 2014.

asset quality significantly improving

= Nonperforming assets (WNPAs)-to-total assets ratio for both legacy companies was at a very low level at the end of
2014,

SmartFinancial's NPAs-to-assets ratio stood at 1.88% at the end of 2014

Cornerstone's NPAs-to-assets ratio decreased from 7.14% at the end of 2012 to just 3.52% at the end of 2014 - a
51% decrease in just two years.

wagl and Combrned




WHY INVEST IN THE COMBINED COMPANY?

projected performance highlights (1)

» Loan Growth
8%, or $80 million, in the first full year (2016);
6%, or $47 million, in the second full year (2017); and
6%, or 350 million, in the third full year (2018) of the Combined Company.
Moninterest-bearing Deposit Growth
18%, or $22 million, in the first three full years (2016-2018) of the Combined Company.
Met Interest Income Growth
11%, or $5 million, from 2016 through 2018 of the Combined Company.
Moninterest Expense Growth
« Rising only 3%, or $1 million, from 2016 through 2018 of the Combined Company.
Met Income Growth
To equity: 32%, or 52 million, from 2016 through 2018 of the Combined Company; and

« To common equity: 54%, or $3 million, from 2016 through 2018 of the Combined Company.
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STAND-ALONE
FINANCIAL OVERVIEW — SMARTFINANCIAL, INC.(1)

{3 in houssnds)
Balance Sheet
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STAND-ALONE
FINANCIAL OVERVIEW — CORNERSTONE BANCSHARES, INC.
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BRANCH NETWORK — ENTIRE FRANCHISE
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BRANCH NETWORK — EAST TENNESSEE
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BRANCH NETWORK — FLORIDA PANHANDLE
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SMARTBANK BRANCH PHOTOS — SEVIER
COUNTY, EAST TENNESSEE
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SMARTBANK BRANCH PHOTOS — KNOXVILLE,
EAST TENNESSEE

cedar bluffbranch

E Lincoln Titl




SMARTBANK BRANCH PHOTOS — FLORIDA
PANHANDLE

pensacola branch




CORNERSTONE BANK BRANCH PHOTOS —
CHATTANOOGAAREA, TENNESSEE

eastridge branch




CORNERSTONE BANK BRANCH PHOTOS —
CHATTANOOGAAREA, TENNESSEE
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COMBINED COMPANY — KEY TEAM LEADERSHIP

William Y
Camoll, Jr

W. Miller
Welborn

C. Bryan
Johnson

John H
Conwell, Sr.

Post-Merger
Titles

Biography

President & CEOQ
ofthe Combined
Company and
SmarBank

Chairman of ihe
Combined
Company and
Cornerstone Bank

Execulive Vice
President and
Chief Financizl
Officer of the
Combined
Company and
SmanSank

Executive Vice
Frasident and
Chief Operating
Officer ot the
Combined
Company and
Cornerstone Bank

Wilkam (Billy™) Young Camall, Je ks the Presidentand Chief Executive Officer of SmartBank and the Fresident & Chief
Executive Officer of SmartFinancial, Mr. Camall also is 8 founding Director of SmarBank and SmartFinandal, A
graduaie of the Univessity of Tennessee, he eamed his bachelor’s degree in Business Administration in 1990
Following gradwaton, hMr. Camoll worked for Krafi CPAs in Mashville, Tennessee, eaming his Cedtified Public
Accouniant cerfification. He joined Citizens Mational Bank in 1982 where he held varous management positions.
induding Execuive Vice President and Chief Financisl Officer. He slso served on the Bank's board of directors as well
83 the Loan Comritiee and Assat Liabdity Comwnities, Mr, Camoll i3 aclive in the community and sersed as past
President of he Sevier County High Schocl Foundation; member of the Severville Flanning Commission: President of
the Sevier County's University of Tennessee Alumni chapter; and numersus other local eeganizaions. Mr. Camoll
cusrently serves on the Board of the Fedemn| Resense Bank, Nashville branch

Chaitrnan of the board of directars of Cornerstone and Comerstone Communfty Bank since Movember 2008 Me
Welbom is 8 Pariner with the Lamp Post Group, 8 Chattenoogs based small business incubator. Mr. Welborn glso has
served 85 President of Welborn & Associates, Inc, 8 Chatianooga based consulting firm specisfizing in ransgortation
logistics, for mone than ten yearns. Heé has besn a direcior of Comentone sinoe September 2005, Lir, Welbomn has
served on the bosrds of numerows trucking companies and esscoiations. In sddifion, he served on the board of 2
publidy traded bank for many years and for teo terms as a ditecler of the Fedessl Resesse Bank of Atlanta’s
Birmingham Branch. He also serves on the boards of several non-profit organizations.

Mr. Johnson has served a3 Executive Vice Fresident and Chief Financisl Officer of SmartBank since 2011 and
previously served as its Vice President and Controller since 2090, Mr. Johnson is a 1981 graduste of the United
States hliitary Academy 8t West! Peoint with 8 Bachelor of Science in Economics, Mathematical, Afier college, he
sttended Officer Basic Training and Airborne Schodl before serving as an Artillery Officer with the First Armored
Civisicn in Europe: Following a deployment 1o Bosnia 85 the Batialion Intelligenoe oficer, Mr. Johnson led the Army Bs
& Captain, Im 2000 Wr. Johnson received his J.0, and MBA in Finanoe from the University of Tennessee. Mr, Johnson
has hald the Chartered Finandal Anslyst Designalion since 2000, Following greduate schodl, he jgined Moon Capital
NMlanagement, 8 registered invesiment advisor where he was primarily responsible for public company research. In
addtion, from 2002 © 2009 he tsught senios level nance ciasses and & graduate accounting dass at the University of
Temnesses 55 an adjunct professor. He is 8 member of e CFA Society of East Tennessee and a member of the
West Paint Soclety of East Tennesses

Senior Execdtive Vice Fresident of Comersione Community Bank since 2012, Prioe to joining Comerstone, Mr.
Coxwell had a firty-plus year career s 8 Certified Fublic Accountant (CFA) and insncal instilution specalist His
CPA experience indudes managesial positions with Deloitte & Toude and, mosi recently, thireen years as Managing
Fanner of Hazles, Lewis & Bieter, PLLC. Criginally from Waynesbero, M5, he is a graduate of Auburn University. His
civig invelvernent indudes board positions with the Chatlancoga Symphony & Opera and READ Chatlanooga (now
Re:Stard — fe Center for Adult Educstion) where he slso served a5 Board President. He is a former member of the
Kiwanis Club of Chattanoapa and the Chattanooga Downiown Rotary Club
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2015 TOTAL POPULATION BY ZIP CODE — EAST TENNESSEE
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2015-2020 PROJECTED POPULATION CHANGE
(%) — EAST TENNESSEE

BY ZIP CODE
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2015 TOTAL POPULATION BY ZIP CODE — FLORIDA PANHANDLE
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2015-2020 PROJECTED POPULATION CHANGE
CODE (%) — FLORIDA PANHANDLE
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TENNESSEE — STATE OF THE YEAR

Business Facilities magazine has announced an unprecedented result for its top annual award in 2014. Tennessee has become the
magazine's first back-to-back Stale of the Year winner. Tennessee, which previously won the top award in 2009 and 2013.

“We thought it would be hard for the Volunteer State to match last year's perfiormance, but the folks in Tennessee keep regling in one
mega-project after another” said BF Editor in Chief Jack Rogers. "Most impressive, Tennessee seemed fo pick up momentum as it
went along "

TN's top five projects in 2014 netted nearly 8 000 new jobs, including the hotly contested Volkswagen expansion and a new Under
Armour distribution center. In the last two months of 2014, the state added to this tally with three major announcements:
Bridgestone’s headquarters relocation, a 3M manufacturing facility and a Target fulfilment center

“Tennesses 5 one of a handful of states that has clearly made economic development priorty no. 1" Rogers said “With a
powerhouse automotive cluster, world-class infrastructure and the nation’s most improved education system. we could be
Iooking at a State of the Year dynasty in the making.”

Tennessee also has been the top state for Automotive Manufacturing Strength for four of the past five years, In 2014, the state
fended off a challenge from competing locations including Mexico to secure a major expansion of Volkswagen's automotive assembly
facility in Chattanooga

Tennessee's burgeoning automotive sector includes nearly 1000 companies, employs more than 115,000 workers and has an
economic Impact of more than $35 billion.

" STATE#=YEAR

., - e

Sownce! Businsss Facilies




CHATTANOOGA

Chattanooga, the fourth largest city in the state, is located in Southeast Tennesses on the border of Georgia at the junction of four
inferstate highways. The city has received national recognition for the renaissance of its beautiful downtown and redevelopment of its
riverfront. The city and county have developed an extensive greenway system which includes five miles of constructed riverwalk
beginning downtown and meandering through the historic art district and several parks.

Aftractions such as the Tennessee Aguarium, Lookout Mountain, Cwil War battlefield sites, the Creative Discovery Museum for
children, the African American Museum, and the Appalachian Trail bring thousands of people to the area, as do events like the
Riverbend Festival, Bessie Smith Strut, Fall Color Cruise, the Southem Writers Conference, and the national softball championships.
People who love the outdoors use Chattanooga as a base for hang gliding, bass fishing, mountain climbing and caving expeditions;
the verdant Smoky Mountains and Tennessee River watershed support the greatest variety of flora of any areain the United States.

With its scenic beauty, stable population and economy, civic vitality and cross-sector partnerships, fiscal integrity, and strategic
Iol:amn Chatlanooga is one of the mof.-‘.t progresswe and |1~.rable mH:I SIZE clles in the U.S. In this decade MM&




RECENT SNL NEWS ARTICLE HIGHLIGHTS CHATTANOOGA

Chattanooga's economic strength brings bank buyers to the market
Thursday, April 16, 2015

Tennessee's healthy and growing economy is attractive to banks, and the Chattanooga MSA in particular has garnered increasing
attention from both in-state and cross-border Institutions. "l think a lot of people see opportunity here,” Colin Barrett, president of the
Tennessee Bankers Association, said of the state in general and Chatlanooga in particular. "There's a lot of excitement and energy
around Chattanooga.”

And that buzz has resulted in several recent M&A deals in the region. The most recent deal in the market was Nashwville, Tenn.-
based Pinnaclke Financial Partners Inc.'s pending acquisition of CapitalMark Bank & Trust. Prior to that, Atlantic Capital Bancshares
inc. announced plans o buy Chattanooga, Tenn -based First Security Group Inc_, and in December 2014, SmariFinancial, Inc. and
Chattanooga, Tenn.-based Cornerstone Bancshares Inc. agreed to combine. Barrett told SNL those deals speak to the strength of
Tennessee's economy and in particular that of the greater Chattanooga area

"Banks looking to acquire see a ot of potential in the market. And overall, we have seen a good amount of MEA activity throughout
the state involving about 15 banks in the past yearor so,"” he said

John Barker, president and CEO of Dunlap, Tenn -based Sequatchie Valey Bancshares Inc. unit Citizens Tr-County Bank t0ld SNL
that Chattanooga has a "very stable” economy that he labeled as "better than most markets " He sad that is due in part to the
presence of Amazon and Volkswagen.

Online refailer Amazon in March announced it was frying to fill more than 400 full-ime positions at its fulfillment center in
Chattanooga. The Chattanooga distribution center employs about 2,500 full-time workers. Volkswagen in 2011 opened its only U.S
factory in Chattanooga to make the Passat and announced plans in 2014 for a $600 millioh addition to also build a sports utility
vehicle. Volkswagen expects to employ more than 4,000 employees in Chattanooga once the addition is complete.

Additionally, German chemical company Wacker is building a $2 4 billion polysilicon plant in nearby Charleston. It is expected to be
functional in the second nalf of the year and will employ up 10 650 workers by early 2016, according to a March 15 report in the
Chatfanocga Times Free Press. The plant is the largest private construction project underway in Tennesses and one of the biggest
inthe Southeast, according to the report.

v SML Financial




MARKET HIGHLIGHTS. CHATTANOOGA

CHATTANOOGA MARKET OVERVIEW

The Chattanooga MS3A has a population of 547 815, ranking it the
fourth largest in the State of Tennessee

The city boasts two colleges: University of Tennessee at
Chattanooga and Chattanooga State Community College.

Chattanooga has three hospitals, including Erlanger Health
System, Parkridge Hospital System, and Memorial Hospital
System.

The Chattanooga MSA is the fourth fasting growing MSAin
Tennessee, aresult of the addition of major employers in the past
five years (Amazon, Alstom, Volkswagen).

Abundance of technology start-ups due to the city's fiber-optic
telecom senvice, which offers the first citywide gigabyte-per-second
internet speeds:

“Gig-City” has created over a thousand jobs with the new high-
speed bandwidth provided at a low cost

Companies that use massive amounts of bandwidth are
relocating to Chattansoga to crunch data at a faster pace

Former factory buildings on Main Strest have been converted
to loft apartments, open-space offices, restaurants and shops.
The city has welcomed a new population of computer
programmers, entrepreneurs and investors

Chattanooga will soon be home to a new 362 million distribution
center and regional headguarters for Coca-Cola

Source: Forbes, TmesFree Press. Chatianoogs Chamber of Commerce

COMPANIES WITH PRESENCE IN CHATTANOOGA
B

BlueCross BlueShield

ooty

‘_C.ovenan t
Iranspor{

@®I'KS

BESTAUBANTS & BREWERIES, 1WNE

Craft\)/

B
Luken

COMMUNICATIONS

unum

- S erlanger

' Health Systemb

ASTEC

INDUSTRIES, ING .




SEVIERVILLE, PIGEON FORGE, GATLINBURG

Sevier County, Tennessee 5 known as the
"Gateway" to the Great Smoky Mountains
Mational Park — the most visited national park
in the country Located off of interstate 40,
Sevier County is comprised of the three most
popular cities in the state — Pigeon Forge,
Gailinburg, and Sevierville. Over 10_million
visitors choose Sevier County each year fo
enjoy greal shopping, world-class theme
parks, theaters and live entertanment local
festivals and events.

Sevier County is also known as the Wedding
Capital of the South. More couples a year
come to get married in the mountain gateway
towns of Gallinburg, Pigeon Forge, or
Sevierville than anywhere else in the U.S.
except for Las Vegas and New York City.

Pigeon Forge, specifically, has a five mile long
parkway lined with more than 2000 hotel
rooms, 50 attractions and 200 stores. It Is
home to about 5,000 fulHime residents and a
“second home" to over 11 million visitors a
year who come to enjoy affordable atfractions,
filled with action-packed fun and family
entertainment

The scenic Great Smoky Mountains, friendly people, down home hospitality and dining, patriotism, and a nostaigic air of yesteryear's
simpler times and family values truly make Pigeon Forge, TN the "All American Get-Away" for over 60 percent of the U.5. population
within a day's drive




MARKET HIGHLIGHTS:
SEVIERVILLE / PIGEON FORGE/ GATLINBURG AREA

SEVIERVILLE AREA MARKET OVERVIEW COMPANIES WITH PRESENCE IN SEVIERVILLE AREA

= Sevienille and Pigeon Forge are tourist towns with populations
of 15,979 and 6,192, respactively.

10-year projected job growth rate of 32.60%.

The development of the Great Smoky Mountains MNational Park
has ushered in even greater levels of tounsm in the region

Pigeon Forge is known for Dollywood (a theme park with over
three million guests), many outlet malls, and numerous music
theaters

With 10 million tourists every year, Pigaon Forge is a growing city
that boasts 200 stores, 100 craft and gift shops, and dozens of
hotels and restaurants

Dolhywood has pumped hundreds of millions of dollars into the
local economy through continuous investments, with the largest
investment coming soon

“‘Winterfest” at Dollywood has taken the seasonality out of the
tourism business and produces the busiest day of the year.

..
TEhhf!i‘[

SMOKIES

Sownce: Forbes, Knox News




KNOXVILLE

Known as "The Valley," Knoxville
is located convenienty at the
crossroads of Interstates 40, 75,
and &1, nesiled between the
Cumberland Plateau and the
Great Smoky Mountains. The city
is home fo 8,100 hotel rooms
and 600 restaurants.

While Knoxville is well grounded,
it is also strongly positioned for
the future and the technology-
based world of business. One of
the country’'s five national labs
sits in Knoxville's backyard in
Oak Ridge

jf‘?-‘i“..‘i‘-.-.“-

The main campus of the University of Tennessee is home to nationally acclaimed schools of engineering, business and law. Founded
in 1794, UT has nine undergraduate colieges and eleven graduate colleges and has an enrollment of 28,000 students from all 50
states and more than 100 foreign countries.  Seventeen additional colieges and training programs in the region produce a ready
supply of trained workers. All these organizations feed the strong, entrepreneurial spirit found in Knoxville.

The region's employer base is diverse and robust. There are arge government employers like the lab and UT, and many creative,
innovative companies too.

Knoxville and the area is one of the fastest growing regions for retirees, too. Due fo the low cost of living and abundance of
recreational activities — golf, hiking, shopping, etc. - there is no wonder why both workers and retirees are coming to Knoxville.




MARKET HIGHLIGHTS: KNOXVILLE

KNOXVILLE MARKET OVERVIEW COMPANIES WITH PRESENCE IN KNOXVILLE

= The Knoxvlle MSA is the third largest M3A in Tennesses with a

Home to the University of Tennessee, Pellissippi State e —
Community College, Johnson University, South College, and ENTERTAINMENT

Knoxville Callege. GROUP
10-year projected job growth rate of 35.70%

Knowille is amang the 10 fastest growing U.S. cities with roughly 2 t .
25% of employers in the area expecting to hire Scnpps W=
The Knoxille-Oak Ridge area is also called “Innovation T'ennova

Carridor,” as it is known as the primary alternative-energy hub. Health

= Top rated area for green job growth and is home to Oak @ THE H.T. HACKNEY CO.
Ridge Mational Laboratory, Scripps Network and many more:

The Knowlle area is undergoing a major economic development & I é
with new housing, retail, and restaurants downtown, and -

significant investment in infrastructure and existing businesses
that is slated to create thousands of new jobs.

. —_ . e INIVERSITY of
Knoxille can expect to see continued job growth with current T NN ESSEE

companies in the area, including Tennessee Valley Authority
(nation's largest public powder provider), Pilot-Flying J {nation’s =
sixth largest private company), and The H.T. Hackney Company
(nation’s fourth largest whalesale grocer).
OAK

“RIDGE

Mational i..1|1|r| .mn:\

Source: Knooalfe-Cak Ridge Mews, CANN Maonsy, Forbes




FLORIDA PANHANDLE

Stunning white beaches, challenging goif and world-famous fishing define the Florida Panhandle. Snuggled against the Guif of
Mexico, the Panhandie is rightfully famed for its sugar-white sands and emerald-hued waters

Destin is widely known as the "world's lucklest fishing village." Destin also harbors world-class resorns and rentals — and some of the
best shopping and dining anywhere.

Pensacola offers art galleries, restaurants and cultural venues. Mot only is this the place where all naval pilots train; it also is home to
the MNational Naval Aviation Museum and the Blue Angels Naval aerobatics team.

In Panama City, St. Andrews State Park has been named the #2 Beach in America by Trip Advisor. The 1,260 acre park has forests,
sand dunes covered with sea oats, fresh and saltwater marshes, a lBgoon swimming area, fishing jetties, hiking trails, 1.5 miles of
beach and two campgrounds.




MARKET HIGHLIGHTS: FLORIDA PANHANDLE

= The Pensacola MSAis a sea port with a population of 474 195

= 10-year projected job growth rate of 38.60% I e | \
4 " 30 GULF &5

The city is known for its military presence. including the Naval Sl
Air Station Pensacola, Elgin Air Force Base and the Corry % ; P OWE R

Station Maval Technical Training Center, employing nearly

15,000 indnaduals
Pensacola has eight local hospitals employing tens of H ]ﬂ'l g;st VVE

thousands of individuals.

The Port of Pensacola is building a new manufacturing facilty A West Florlda
that will increase jobs and actmty at the existing port. I A SCEND HEALTHCARE
The Crestview-Fort Walton Beach-Destin, FL MSA has a o s

population of 260,761 r
= 10-year projected job growth rate of 44 30%. :
University of A

27 fastest-growing MSAin Florida. l | I]nOHEJ‘ﬁI West Florld

« Destin was voted as one of the 25 Most Recession-Resistant

Cities, analyzed out of 499 metro areas. BAPTIST
= The Panama City, FL MSA has a population of 193,247 NAS \w e e
~—

ASOUTHERMN COMPANY

Mamed in 2010 as the #1 Metro Area for Economic Growth

Potential inthe U.3 ]
PENSACOLA west West Corporation
Ranked the South's #1 Pro-Business Beach Community.

Sowrce: Forbes, Pensscols Mews Joumal Pensacols Chamber of Commernce  Southem Business & Development, U5, Census Burssu
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BANKING LANDSCAPE

Pensacola Branch




TENNESSEE BANKING MARKET BY ASSET SIZE

The Tennessee banking market is charactenzed by significant fragmentation as the majority of banks and thrifts have under $250
million in total assets.

There are currently 11 banks and thrifts based in Tennesses'" thathave more than $1 billionin assets,
ihe market (" When the recent sales of First State Bank and FSGBank close, therewill be only 9 institutions. Given its projected

growth, the Combined Company would likely join this select group within its first year of operation. 13

TOTAL ASSET MARKET SHARE BY BANK OR COUNT OF BANKS AND THRIFTS
THRIFT SIZE TOTAL ASSETS

120

| o8
B5
50 -
L3250 MM 1
14.4%
\lszsa MM - 2
§1.08

50 - 5250 MM - 51.08 - 53.08 - *510.0 B8
5250 MR 51.08 5308 $10.0 B




COMBINED BﬂNK WILL BE THE 10™ LARGEST BANK BASED IN
TENNESSEE!(

20 Largest Banks and Thrifts! Based in Tennessee Prior to Recently Announced ME&A Transactions

Banks Banks & Thrifis

New New old Total Asssts
Rank Rank Rank  Inglitution City {$000)
1

First Tennessee Bank, Mational Association M emphis 25462 316
Pinnacie Bank Mashwille 5,997, 867
FirstBank Lexington 2424729
Hame Federal Bank of Tennessee Knaxville 2125 844
HratGtate Bane—————————————————————————————— ey = eyt L
Wilson Bank and Trust Lebanon 1,862 701
Franklin Synengy Bank Franklin 1,355,612
First Citizens Mational Bank Dy ersburg 1,232 089
First Farmers and Merchants Bank Columbia 1,166,449
10 CapStar Bank Mashville 1,128,385
S0OLD —— 565 ankHNatonabissocstior—Cirattancogs O e
10 12 Avenue Bank Mashville 9497, 562
“ 1 WA  Combined Company ®! Pigeon Forge | Chattanooga 955,432
SOLD 43 Saptatt e B ST Chattansoan Rt
1 12 14 Bank of Tennessee Kingsport 416,930
12 13 Independent Bank M emphis 05 965
13 14 16 First Volunteer Bank Chattanooga 880,718
14 15 17 Cite ens Mational Bank Seviendlle BE1.978
15 16 18 F &M Bank Clarksville 838,930

16 17 1 Commercid Bank Hamogate

17 18 First Mational Bank of Pulaski Pulaski

P2 D

1
2
3
4
(1]
T
8
9

4 BF

=1 3

¥

808,050
734,170

=2 F 533 I

holding companies. i




_..AND THE LARGEST BANK BASED IN EAST TENNESSEE(1)

20 Largest Banks and Thrits'" Based in East Tennessee Priorto Recently Announced ME&A Transactions

Banks & Thrifts

New old
Rank Rank Inglitution City

1 1 Horme Federal Bank of Tennessee Knoxville

Total Asseis

= = i & Ea
= FoaEam At St Ao Mlamru'i.r\_.}u T

SapitathtaticBanic-d-frost————————————Chaltamoogr————————————————— 253503
Bank of Tennessee Kingsport
First Volunteer Bank Chaltanooga

Commercid Bank Hamogate
First Mational Bank of Pulaski Pulaski
First Mational Bank of Tennessee Livingston

10 Clayton Bank and Trust knaxville

11 SouthEast Bank Famragut
Citiz ens Bank Elizabethion
Citz ens Bank of Lafayeite Lafayette
Tennessee Stale Bank Pigeon Forge
Citz ens Tr-County Bank Dunlap

5
4
]
] Citz ens National Bank Sevienillie
7
8
9

Famers Bank
SmartBank
Citz ens Bank

Citiz ens National Bank
First Mational Bank of M cMinmdliz

Padiand
Pigeon Forge
Carthage
Athens
Mchinmile

2T IE I BB FI SIS

=4 holding comparues




PLUS, A TREMENDOUS OPPORTUNITY EXISTS TO
ACQUIRE DISLOCATED CUSTOMERS

Albany Fin Knot J-omest

Oneida

Hilham

S
Livingston Jamestown
Norma

75,

MNorns

7

 Baxter Cookeville Clarkrange

Lancing

Crowsville

Kingston

Dibrell [0e Rockwood

Lenoir, City

‘-'Jq eebwater
.-‘n.l:‘*.ﬁ.-'.*.

Etowah

’u-.- eland .
idg L.

[
Boymitos

MchMinmville

Spring City
Dayton

Ricemalle

c:l:-d:‘.l}“ﬁ.‘h'::(*

el
Chattanoogdl 15
. 64
Higdon

Trenton, Blue Ridge

..thun Chatiahooches b

LaFayette

Jellico

La Follatte

ak Ridge
¢ ﬁ_ilomilte

L)

Middlesboro

25E

yrias "
Church Hill ] 9P
o

Bean Station Sulphur Springs @@-

: ®

@

Jetteruon f.'!lb

evierville
Maryville

.I.]'.:Il'lbdlﬂ

arristown

riprser e i
Greoneyil _Erwin

MNewport

Burnsville

Hartford
Mars Hill

Asheville

Eastern Tennessee Banks Sold (1)

Jefferson Bancshares, Inc.
(5499 million, announced Jan. 2014}

First Secunty Group, Inc.
(51.1 biion, announced March 2015)

CapitalMark Bank & Trust
(5531 million, announced Aprd 2015)

Northwest Georgia Bank
(5282 milion, announced May 2015}

Cheoah

Mantahala

19

Murphy

Hiawassee
129

Bristol

Johnsan City

TJ[J[-*. Va




GOOD CORE MARKETS, STRONG PRESENCE FOR EACH BANK

Deposil Market Share - Sewvier County, TH

2014
Rank Institution

Branche s {5000}

2014 2014
Number Total

of Die porsits

CMNE Bancihara Ihe

TH Sigte Bancsheras ng
SmartFinancial Inc.

Sevier County Bancsheres ino
Firs t Horzon Nationa| Carp
EBAT Corp.

SunTrs { Barks Inc
US, Bancarp
Hghisnds Benkshares inc

PRI - Y o X

Home Federal Bank of Temhes ses

12
11

111841 543
66,874 3,25
19,224 033

8053 0.30

|Markeat Total

56 2068368 .5

SEVIER COUNTY (TN)

Population

95,271

' Expected 5-Year Population
| Growth

5.37% (vs. U.S. avg. of 3.52%)

Unemployment

6.20%

Expected 10-Year Job Growth

32.60%

Median Household Income

542 6938

Cost of Living Index

87.0 (less than U.5. avg. of

Deposit Market Share - Hamilion County, TH

2014
Rank Institution

20€14 2014 2014
Number Tokal Deposit
of Deposits. Market Share
Branche s [ S000) %)

First Herlzon Nations| Corp
SunTnstBarks Inc

Regiors Financial Corpe
Capitaflerk Bark & Trust
Cornerstone Bancshares Inc.
First Security Group Inc

Bark of America Corp.

Firs t Violuniser Coep
Community Trust & Banking Cao
BBAT Corp

8 2028 985 0.2
24 157782
|

4
&
4 143 1.71
&

1.44]

|Markoer Total

107 6 70% 283 %543

HAMILTON COUNTY (TN)

Population

354,001

Expected 5-Year Population
Growth

4.82% {vs. U.5. avg. of 3.52%)

Unemployment

5.60%

Expected 10-Year Job Growth

33.90%

Median Household Income

548,818

Cost of Lvng Index

90.8 (less than U.S. avg. of
100)

radable, whichis £30°14, and inciudes banks thal have singe announced the sale of theirinsiifutions




ADDITIONAL HIGH GROWTH FLORIDA AND TENNESSEE MARKETS

Deposit Market Share - Okaoosa County, FL Deposit Market Share - Escambia County, FL

2014 204 2014 2014 204

Total Deposit Number T otal Deposit
2014 Dl posits Market Share) 2014 of D posits Market Share
Rank Institution [ S000}) (%) Rank Institution Branches [ S000) %)
Synovus Financial Conp 457245 1381 1 Regions Finandial Corp. 1 TaT 853 20598
Remors Fnancal Comp 420 324 1270 Wels Fargs & Ca. B0V pes 1384
Beach Communily Bancs hares hc 380852 10,20 Synovus Financial Corp 382220 10,82
Southern National Banks Inc 271528 &2 Hancock Holding Co 375569 1028
Bark of Ameria Corp 282140 783 Bark of AmericaCorp 345848 43
Welk Fargo & Co 240202 7.28 Servis Firs t Bancs hares nc 248,205 872
BEVA 210,134 635 Home BancShares o 182384 4935
Florida F irst City Banks Inc Five Flags Banks Inc 181 5914 257
Fis 1 Florida Bancorp Inc BEVA, 1588481 438
Hancock Holding Co. 0 SunTnstBanks Inc 134 708 383

SmartFinancial Ine. 16 SmariFinancial Ine. 1 6,040 016

[Aaricat Total 65 5682845 £9.96]

=100 th e ) hy =

B e O LR LR

— [T R Y

== [T

214 2014

Humber Total
2014 of De posits
Rank institution Branches {000
FistHorzon Netional Corp. 2 214710
SunTrst Barks nc 2 Z0TE B
Home Federal Bank of Temnesses 17 143228
Regions Financisl Corp. 1
BEET Corp
Pinnacle Financial Partners
Claytan HC Inc,
Bark of Amarica Corp,
Wountain Commerce Bancomnp Inc
Educational Sves of Am inc
SmartFnancial Inec,

|Markef Total

[

=]

=4 0 N Je
w

k) moin

[Tl

1 P

share dafa a5 of Isfesi svadable, whichis




SmartFinancial, Inc.

Coltewah Branch

V.
SUMMARY




WHY INVEST IN THE COMBINED COMPANY?

the right bank

Once Cornerstone Community Bank and SmartBank are merged, the Combined Company will be the largest
bank based in East Tennessee.

On the verge of $1 billion in assets.

A strong balance sheet with significant potential. a core deposit base, a diverse and growing loan portfolio,
and strong asset quality.

Gradual revenue enhancement and noninterest expense savings are typical objectives of any M&A transaction
over time, but the SmartFinancial-Cornerstone merger also offers immediate benefits to common shareholders
through redemption at transaction closing of Cornerstone’s preferred equity (515 million ata 10% dividend).

the right market: the right time

Attractive demographics and growth opportunities in business-fiendly markeis

As a result of recent M&A consolidation and failed banks, East Tennessee and the Florida Panhandle have
experienced and will continue to experience considerable customer dislocation, which is an opportunity for
healthy, well-positioned banks.

The Combined Company will have a talented and opportunistic management team that is ready to seize
dislocated customers and lending talent, make acquisitions, and otherwise build-out the franchise

siafed, dafa 3 = 55 of December 31, 20714
and Comb&ined any management




THANKYOU

contactinformation:

N. Frank Hughes
Cornerstone Bancshares, Inc.
President & CEO

835 Georgia Avenue
Chattanooga, TN 37402
(423) 385-3000

Michael Hedrei

Hovde Group, LLC
Managing Director,

Head of Institutional Sales
343 W. Erie St., Suite 430
Chicago, IL 60654

(201) 445-2462

William Y. Carroll, Jr.

SmartFinancial, Inc.
President & CEO

2430 Teaster Lane, Suite 205
Pigeon Forge, TN 37863
(865) 453-2650

I_lE CORNERSTONE

BANCSHARES, INC,

SmartFinancial, Inc.
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PROJECTED PRO FORMA BALANCE SHEET (2015-2018)

Dec. 31, - Dec. 31,
2M5E 20 TE
Cash and cash eguiveients 51,480 T2333
Imves tment securities svailsbleforsale, B valus 180, 050 2010688
IS trment Securiles held-to-maturdy, smoticed cos i a4 o

Loans, net of oeferred fess 727, 571 8348536
Allosance for loan loises (4881) 18.048)

Net loars 722.890 BB TET

Bark premises and equipment, net 25804 282818
Dther real estate owned 8037 A 167
Goodwill 4 -
Defarred 1= as 58, net 4018 4018
Bark owned | insurance = 2 -
Core depcs it mtangibles 2 485 2 2088 1,204
Other assats 15,838 17.219 17,563

Total Assets 1,018,358 k 1154284 1,211,125

Deposits —noninterest-bearing 121,087 135,651 142815
Deposits —interest-bearing 718,322 81487 851,297

Teisl deposis £39,328 950,262 |4112
Seroutities 3 old under repurchase SyreemEnts 26,933 0088 31592
Other borowings 43,582 A 32008 40958
Other lisbilities 8,207 BE7 10673 10,779

Total lisbilities 18, 211 1.030.028 1077429

Freferred Stock 12,000
Common Stock 5771
Additional peid in capital £8.040
Retsned earmings (defoit) 18,547
Accumuisted other comphehens ve Ncoma (1oss) (209}

Tiotal 3 hareholders” equily 101, 148

Total Liabilitie s and Share holders' Equity 1,013, 358 1,211,125

ombened Company managemen




PROJECTED PRO FORMA CAPITAL (2015-2018)

Dec. 21,
2H8E

CET 1 131,782
Ter 1 131,782
Total Risk Based Capial 103, 142 408
Anmrage As sets 1,182 703
Risk Weghted Assets i3 052
Ter 1 CET Ratio 14 43%
Tier 1 Lever ape Ratio ¥ 11.14%
Tt 1 Risk Based Capial Ratio 14 43%
Total Risk Based Capial Ratio 15 60%:

Sowree: Combined Company management ang 5-4




PROJECTED PRO FORMA INCOME STATEMENT (2015-2018)

Intemst income:

Loans, inclading Ees
Investrment seoirities
Federal inds sobd and other

Totd misrest motme

Intemst sopanss
Deposits

Cither horow ings

Totsl inlerest expense

Hetinterest income
Prodsion be loan losses

et inerest inoome ater kan loss provson

Mon-interest income:

Szruce chages on deposi scoouns and other Bes
Secondan maket kan oigingicn es

Gain on sale of mestment secunfes, nat

Other naninerest incoms

Total non-mterest income

Non-interest epense:

Sslznes and emrployes tensits
Docupancy and equipment

All pther expenses

Total non-nterest expenss

Inceme belre ncome tax expensa
Income tax expense

Metincome

Prebned Dhvidends
Accreton of peirred stock dissount

Hetincome avaiBblke o commaon shareholders

ombened Company managemen




PRO FORMA ASSUMPTIONS

Capial Plan

2015
= Addition of 515 million in common s fock rased st closing
= Origination of 5 53 milkcn HC LOC
= Faeft of the Senigs A Frefermed of 315 million at ciss ing

2017
= Sale of 330 million in common stock 15tQ 2017
= Pay off the 52 million HC LOC with procseds
= Fay off the SELF prefemed sioc 512 rmaibon w th prooseds
= Ces hles s trers aclionwith the Directors for custanding oplions matwring Feb. 2017
in the amaurt of 53.58 million

Balance Sheet

2015

= 11.73% loan growih

- 0.5 inreme in loan loss allowance

= 2 5% deresse m ORED

= 9.4% increas e in non-mterest bearing trans scion acoourts

= 29% increase in interes t bearing depoe i

= Crihier borrowings decreas e 315 milion primar iy due 1o lower s hort ferm borowings
2016

= 8.25% loan growih

= 34% inoeme in loan loss sliow ence

= 20.8% decresse in ORED

= 8.7% inoresse in nteres | bearing depos s

2017

= 89 izan growth

= 35% inzesse in kanloss slowance

+ 0% decress &in ORED

= 10.5% decrags e in other bovows drivenky the HC LOC reducitn
2018

= 8% kzan growth

= 30% Incresse in loan loss allowance

- 754 decreas ein OREQ

ombined Company mansgement ang 5-4

Pro Forrma Assumptions.

Income Stalement

2M5
= Usas 5.58% yinld for loars derived from 2014 bank results
» Uses 0.56% cost of funds for inferest bearing depos i
= Other borrowing os & decresse to 1.14%
= 159 increas & in Non-inienest income dus to menger adud iment
= B.4% incress & in payroll
- 3% incress e in ocoupancy
= 19 8% decresse in other Expense due o redudtions in ORED & legal

2Me
= Uses 570% yield for loars derived from 2015 bank results
= Uses 0 80% cost of funds for inderest besring depos &
= Oither borrowing oS B Noresse to 1.80%
= 2% decresse in noneintanes t MCome &5 Darks relurn D premanges revenue keveb
- 5.5% inoress & in payrol
= 11.8% incresse in ocooupancy
= 5.7% decraas e in other @pens & due to reductors n ORED & lagad
= 3935 thous and eccretion from Cornersione loans

2M7
= lises historic yiekds bult inko the 2098 bank budgels
* Loas incresse +Sby's | inferest besring deposids incress e 10 bp's
= Cither bomowing decresse 5 bo's
= 0% incress e in non-inierest inoome
= 5% incress @ in payroll
- 3% inoress & I oocupancy
= 0% deoresse in other expens & due B reductions in ORED & legal
= 3835 thous and sccretion from Cornerstone loars

2ma
= Uses hisionc yislds bl inio the 20198 bank budgets builds on 2017 projection
= Loams inoresse +3bps . inerest besting depesits inoesse 18 bp's
« Othar botowing oo & decrese 10 bo's
- 10% increas e in non-inierest income
= 5% incress & in payroll
= 3% incress & I oCCURaNGY
- A decrease in other expers & due to reductons in ORED & legal
= 3335 thous and sccretion from Cornerstone ians
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