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993 North Third Street

PO Box 2993

0 n ey Abilene, Texas 79604-2993

Phone 325-677-6251

AND COMPANY, LLP Fax 325-677-0006

www.condley.com
Certified Public Accountants and Business Advisors n

February 13, 2019

To the Stockholders
Haskell Bancshares, Inc.
Haskell, Texas

Independent Auditors' Report

Report on the Financial Statements

We have audited the accompanying financial statements of Haskell Bancshares, Inc., (the “Company”)
which comprise the balance sheets as of December 31, 2018 and 2017, and the related statements of
income, comprehensive income, changes in stockholders’' equity, and cash flows for the years then
ended and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error,

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting

estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We have also audited, in accordance with auditing standards generally accepted in the United States of
America, the consolidated balance sheets of Haskell Bancshares, Inc. and Subsidiary as of December
31, 2018 and 2017, and the related consolidated statements of income, comprehensive income, changes
in stockholders’ equity and cash flows for the years then ended (none of which is presented herein), and
we express an unqualified opinion on those financial statements. Such consolidated financial statements
are the general-purpose financial statements of Haskell Bancshares, Inc. and Subsidiary, and the
financial statements of the parent company presented herein are not a valid substitute for those
consolidated financial statements.



In order to report Haskell Bancshares, Inc.'s financial position and activities separately from its wholly
owned and controlled subsidiaries, Haskell Bancshares, Inc. has elected not to report on a consolidated
basis their wholly owned subsidiary. Accounting principles generally accepted in the United States of
America require that wholly owned and controlled subsidiaries be consolidated. The effects on the
financial statements of not consolidating the subsidiary are discussed in NOTE 2.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, except for the effects of not consolidating the subsidiaries discussed above, the financial
statements referred to above present fairly, in all material respects, the financial position of Haskell
Bancshares, Inc., as of December 31, 2018 and 2017, and the results of their operations and their cash
flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

&W,% ol (1747 w

Certified Public Accountants



HASKELL BANCSHARES, INC.
Haskell, Texas

BALANCE SHEETS (PARENT ONLY,

December 31,

2018 2017
ASSETS
Cash and cash equivalents $ 71,381 $ 67,202
Investment in Haskell National Bank 8,339,269 8,252,269
TOTAL ASSETS L 8,410,650 § 8,319,471
LIABILITIES AND STOCKHOLDERS' EQUITY
Total Liabilities $ - % -
STOCKHOLDERS' EQUITY:
Common stock - $1 par value per share; 300,000 shares authorized;
294,360 shares issued; 175,445 shares outstanding
in 2018 and 2017 294,360 294,360
Additional paid-in capital 1,201,774 1,291,774
Retained earnings 8,641,966 8,379,392
Accumulated other comprehensive loss (450,412) (279,017)
9,777,688 9,686,509
LESS: Treasury stock, 118,915 shares at cost (1,367,038) (1,367,038)
Total Stockholders' Equity 8,410,650 8,319,471
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 8410650 % 8,319,471

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF INCOME (PARENT ONLY)

HASKELL BANCSHARES, INC.
Haskell, Texas

INCOME:
Dividends from Haskell National Bank
Interest

Total Income
EXPENSES:
Accounting fees

Miscellaneous

Total Expenses

INCOME BEFORE EQUITY IN UNDISTRIBUTED EARNINGS OF SUBSIDIARY

Equity in undistributed earnings of subsidiary

NET INCOME

The accompanying notes are an integral part of the financial statements.
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Year Ended December 31,

2018 2017
361200 $ 300,000
78 27
361,278 300,027
2,700 3,345
- 54
2,700 3,399
358,578 296,628
258,395 188,661
616973 $ 485,289




HASKELL BANCSHARES, INC,
Haskell, Texas

STATEMENTS OF COMPREHENSIVE INCOME (PARENT ONLY)

NET INCOME
Other items of comprehensive income:
Unrealized losses on securities:
Change in unrealized holding losses arising during the period
Total other items of comprehensive loss
Comprehensive income before tax

Income tax liability related to other items of comprehensive income

Comprehensive income after tax

The accompanying notes are an integral part of the financial statements.
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Year Ended December 31,

2018 2017
616973 § 486,289
(171,395) (50,242)
(171,395) (50,242)

445 578 435,047
445578  $ 435,047




HASKELL BANCSHARES, INC.
Haskell, Texas

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY (PARENT ONLY)

Years Ended December 31, 2018 and 2017

Additional
Common Paid-In Retained
Stock Capital Earnings
BALANCE AT DECEMBER 31, 2016 $ 294360 $ 1,291,774 $ 8,188,851
Net income for 2017 485,289
Net change in unrealized loss on available-for-
sale securities
Cash distributions paid - $1.68 per share (294,748)
BALANCE AT DECEMBER 31, 2017 294,360 1,291,774 8,379,392
Net income for 2018 616,973
Net change in unrealized loss on available-for-
sale securities
Cash distributions paid - $2.02 per share (354,399)
BALANCE AT DECEMBER 31, 2018 $ 294360 $ 1,291,774 $ 8,641,966

The accompanying notes are an integral part of the financial statements.



Accumulated

Other Total
Comprehensive Treasury Stockholders'
Income (Loss) Stock Equity

$ (228,775) $ (1,367,038) § 8,179,172

485,289

(50,242) (50,242)

(294,748)

(279,017)  (1,367,038) 8,319,471

616,973

(171,395) (171,395)

(354,399)

$ (450,412) $ (1,367,038) $§ 8,410,650




HASKELL BANCSHARES, INC.
Haskell, Texas

STATEMENTS OF CASH FLOWS (PARENT ONLY)

Year Ended December 31,
2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:
Increase in:
Federal income tax payable - 54

$ 616,973 § 485,289

Net Cash Provided by Operating Activities 616,973 485,343
CASH FLOWS FROM INVESTING ACTIVITIES:
Net increase in investment in Haskell National Bank (258,395) (188,661)
Net Cash Used in Investing Activities (258,395) (188,661)
CASH FLOWS FROM FINANCING ACTIVITIES:
Cash dividends paid (354,399) (294,748)
Net Cash Used in Financing Activities (354,399) (294,748)
NET INCREASE IN CASH AND CASH EQUIVALENTS 4179 1,934
Cash and cash equivalents at beginning of year 67,202 65,268
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 71,381 $ 67,202
SUPPLEMENTARY INFORMATION:
Income taxes paid $ 14,479 § 24,132

The accompanying nofes are an integral part of the financial statements.
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NOTE 1:

HASKELL BANCSHARES, INC.
Haskell, Texas

NOTES TO FINANCIAL STATEMENTS

December 31, 2018 and 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of Haskell Bancshares, Inc., (parent only) conform with
accounting principles generally accepted in the United States of America. Policies and
practices which materially affect the determination of financial position, results of operations,
and cash flows are summarized as follows:

Cash and Cash Equivalents

For purposes of reporting cash flows, the Company considers any short-term investment
convertible to cash within three months or less with little or no change in the principal amount
to be a cash equivalent.

Investment in Haskell National Bank

The Company acquired 98.12% of the outstanding stock of Haskell National Bank through an
exchange of its own common and preferred stock and assumption of stockholder debt on
February 9, 1979. In March of 1988, the Company acquired the remaining 1.88% of the
outstanding stock of Haskell National Bank resulting in the Company owning 100% of its
subsidiary, Haskell National Bank. The Company's investment in Haskell National Bank is
carried at the value of its equity in the net assets of the subsidiary.

Federal Income Taxes

Deferred tax assets and liabilities are reflected at currently enacted income tax rates
applicable to the period in which the deferred tax assets or liabilities are expected to be
realized or seftled. As changes in tax laws or rates are enacted, deferred tax assets and
liabilities are adjusted through the provision for income taxes.

The Company has adopted ASC 740-10, Accounting for Uncertainty in Income Taxes, ASC
740-10 prescribes a comprehensive model for recognizing, measuring, presenting and
disclosing in the financial statements uncertain tax positions that the Company has taken or
expects to take in the Company’s tax returns. Management evaluated the Company’s tax
positions and concluded that the Company had taken no uncertain tax positions that require
adjustment to the financial statements to comply with the provisions of this guidance. With few
exceptions, the Company is no longer subject to income tax examinations by the U.S. federal,
state or local tax authorities for years before 2015.

Revenue Recognition

Dividends are recognized as income by the Company when they are received (or declared if
earlier) from their subsidiary Haskell National Bank.

Subsequent Events

The Company has evaluated subsequent events through February 13, 2019, the date the
financial statements were available to be issued.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and



NOTE 2:

assumptions that affect the amounts reported in the financial statements and accompanying

notes. Actual results could differ from those estimates.

WHOLLY OWNED SUBSIDIARY

If the wholly owned and controlled subsidiary were consolidated in the accompanying financial
statements, total assets would be stated at $69,714,174 and $71,345,066, and total liabilities
would be stated at $61,303,523 and $63,025,595 as of December 31, 2018 and 2017,
respectively. There would be no changes in stockholders’ equity or net income as of and for

the years ended December 31, 2018 and 2017.

A summary of the subsidiary’s financial information as of and for the years ended December

31,2018 and 2017 is as follows:

2018 2017
Total assets $ 69,714,174 $ 71,345,066
Total liabilities 61,374,905 63,092,797
Total stockholders’ equity 8,339,269 8,252,269
Net income 619,595 488,661

10



HASKELL BANCSHARES, INC.
Haskell, Texas

ORGANIZATION CHART

December 31, 2018

HASKELL BANCSHARES, INC.
Haskell, Texas
(100% Of Bank Stock)
Incorporated in Texas

"LEI: NONE"
I
|
1

HASKELL NATIONAL BANK
Haskell, Texas
Organized in the State of Texas

"LEI: NONE"
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HASKELL BANCSHARES, INC.
Haskell, Texas

SECURITIES HOLDERS

December 31, 2018

Current Shareholders with ownership, control or holdings of 5% or more with power to vote as of fiscal yvear ending December 31, 2018

Country of Number Percentage

Citizenship of Of Shares
Name of Shareholders or Incorporation City State Shares Owned
Amelia Louise Corzine USA Saffron Walden Essex 15,485 8.83%
Ed Corzine, Jr. USA Ft. Worth Texas 15,486 8.83%
Jan Herren Gannaway USA Haskell Texas 30,176 17.20%
Kimberly Rae Howard USA North Richland Hills Texas 16,926 9.65%
Andrew Gannaway * USA Haskell Texas 14,630 8.34%
Robert Aaron Howard * USsA Abilene Texas 29.742 16.95%
Dan Griffith * usa Abilene Texas 15.190 8.66%

Shareholders not listed above that had ownership, control or holdings of 5% or more with power to vote during the fiscal yvear ending December 31, 2018

* Includes 1/3 of 43,590 shares owned by ESOP.



Mame,
Caty. Stata.
Country

Principal Cecopation
1f ather than with Bank

Holding Compaim Hank Holding Company

Robert A, Howard * NiA
Abnlene, Texas
USA
Dan Rley CGinffith * Fapming and ranching,
Ababene, Tevas nsurance adjuster
UsA
Andrew CGannaway * N
Haskell. Texas
Usa
Josh Ensar Insuranve Agent = Josh Ensor
Abilene. Texas Agency
USA
Julia Crannoway Altorney
Keller. TX
UsA
Randy Hise Nid
Haskell. Texas
Usa
Jan Herren G \ I
Haskell. Texas
Usa
Amelia Lowise Corane Investor
Haskell, Texas
UsA
Fd Comne Jr Investor
Haskell. Texas
usAa
Kimberly Koe Howand Enganeer

Haskell. Texas
UsA

* Includes 1/3 of 43.5%0 shares owned by ESOP
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Haskell, Texas
SIDERS

December 31, 2018
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Subsidianes (melude nomes
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Charrman, CEOL and Director
{Haskell Natsonal Bank)

Dhrector
{Haskell Natonal Bank)

President and Director
(Haskell Mational Bank)

Director
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Dhrector
(Haskell Mational Hank)

Executive Vace President and
Drrector
Haskell Notional Bask)
A
Nia

NiA

NiA
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Businesses (mcludes names
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NA
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