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Report at the close of business as of the end of fiscal year

This Report is required by law: Section 5{c){1)(A) of the Bank
Holding Company Act (12 U.S.C. § 1844(c){1)(A}); sections B(a)
and 13(a) of the International Banking Act (12 U.S.C. §§ 3106(a)
and 3108(a)); sections 11{a){1), 25, and 25A of the Federal
Reserve Act (12 U.S.C. §§ 248(a)(1), 602, and 611a); and sec-
tions 113, 165, 312, 618, and B09 of the Dodd-Frank Act (12 U.S.C.
§§ 5361, 5365, 5412, 1850a(c)(1), and 5468(b)(1)). Return to the
appropriate Federal Reserve Bank the original and the number of
copies specified.

This report form is to be filed by all top-tier bank holding compa-
nies, lap-tier savings and loan holding companies, and U.S. inter-
mediate holding companies organized under U.S. law, and by
any foreign banking organization that does not meet the require-
ments of and is not treatad as a qualifying foreign banking orga-
nization under Section 211.23 of Regulation K (12 CFR. §
211.23). {See page one of the general instructions for more detail
of who must file.)} The Federal Reserve may not conduct or spon-
sor, and an organization (or a person) is not required to respond
to, an information collection unless it displays a currently valid
OMB control number.

NOTE: The Annual Report of Holding Companies must be signed by
one diractor of the top-tier holding company. This individual should
also be a senior official of the top-tier holding company. In the event
that the top-tier holding company does not have an individual who is
a senior official and is also a director, the chairman of the board must
sign the report. If the holding company is an ESOP/ESOT formed as
a corporation or is an LLC, see the General Instructions for the
authorized individual who must sign the report.
I, _Theresa East

Name of the Holding Company Direclor and Official

President/Director

Title of the Holding Company Direclor and Official
altest that the Annual Report of Holding Companies (including
the supporting attachments) for this report date has been pre-
pared in conformance with the instructions issued by the Federal
Reserve System and are true and correct to the best of my
knowledge and belief.

With respect lo information regarding individuals conlained in this
report, the Reporter certifies that it has the authority to provide this
information lo the Federal Reserve. The Reporisr also ceriifies
that it has the authority, on behalf of each individual, to consent or
object to public release of information regarding that individual,
The Federal Reserve may assurne, in the absence of a request for
confidential treatment submitted in accordance with the Board's
"Rules Regarding Availability of Information,” 12 C.F.R. Part 261,
that the Reporier and individual consent to public release of all
details in the report concemning that individual.

&- P,
Signature of Holding Company Director and Official
3/30lae 3
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Reporter's Name, Street, and Mailing Address

‘Community Bancshares, Inc.
Legal Titls of Holding Company
507 US Hwy 380
{Mailing Address of the Holding Company) Street / P.O. Box
Bridgeport TX [x] 76426
City State Zip Code

Physical Location {if different from malllng address)

Person to whom guestions about this report should be directed:
Theresa East President

Name Title
940-683-4191
Area Coda“l Phane Number / Extension
_940-683-4491
Area Code / FAX Number
theresa@onlinewithicb.com
E-mail Address
N/A
Address (URL) for the Holding Company's web page
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Form FR Y-6
COMMUNITY BANCSHARES, INC.

Bridgeport, Texas
Fiscal Year Ending December 31, 2020

Report ltem
1: a. The BHC is not required to file form 10(k) with the SEC.
b. The BHC does prepare an annual report for its shareholders.

Audited financial statements are enclosed.

2. Organizational Chart

Community Bancshares, Inc.
Bridgeport, Texas
Incorporated in Texas

Direct ownership of 600,000 shares (100%)
of The Community Bank

The Community Bank
Bridgeport, Texas
Incorporated in Texas

None of the above entities have a LEI number.



Results: A list of branches for your depository institution: COMMUNITY BANK, THE (ID_RSSD: 3479018).
This depository institution is held by COMMUNITY BANCSHARES, INC. (3554988) of BRIDGEPORT, TX.
The data are as of 12/31/2020. Data reflects information that was received and processed through 01/05/2021.

Reconciliation and Verification Steps
1. In the Data Action column of each branch row, enter one or more of the actions specified below
2. If required, enter the date in the Effective Date column

Actions

OK: If the branch information is correct, enter 'OK' in the Data Action column.
Change: If the branch information is incorrect or incomplete, revise the data, enter 'Change' in the Data Action column and the date when this information first became valid in the Effective Date column.
Close: If a branch listed was sold or closed, enter 'Close' in the Data Action column and the sale or closure date in the Effective Date column.
Delete: If a branch listed was never owned by this depository institution, enter 'Delete' in the Data Action column.
Add: If a reportable branch is missing, insert a row, add the branch data, and enter 'Add' in the Data Action column and the opening or acquisition date in the Effective Date column.

If printing this list, you may need to adjust your page setup in MS Excel. Try using landscape orientation, page scaling, and/or legal sized paper.

Submission Procedure
When you are finished, send a saved copy to your FRB contact. See the detailed instructions on this site for more information.
If you are e-mailing this to your FRB contact, put your institution name, city and state in the subject line of the e-mail.

Note:

To satisfy the FR Y-10 reporting requirements, you must also submit FR Y-10 Domestic Branch Schedules for each branch with a Data Action of Change, Close, Delete, or Add.
The FR Y-10 report may be submitted in a hardcopy format or via the FR Y-10 Online application - https://y10online.federalreserve.gov.

* FDIC UNINUM, Office Number, and ID_RSSD columns are for reference only. Verification of these values is not required.

Data Action |Effective Date |Branch Service Type Branch ID_RSSD* |Popular Name Street Address City State Zip Code |[County [Country FDIC UNINUM* |Office Number* |Head Office Head Office ID_RSSD* |Comments
OK Full Service (Head Office) 3479018 COMMUNITY BANK, THE [507 US HIGHWAY 380 BRIDGEPORT |TX 76426 WISE UNITED STATES |Not Required  [Not Required COMMUNITY BANK, THE 3479018
OK Full Service 5309539[SPRINGTOWN BRANCH  [600 EAST HIGHWAY 199 |SPRINGTOWN |TX 76082 PARKER [UNITED STATES |Not Required [Not Required COMMUNITY BANK, THE 3479018




Form FRY-6

Community Bancshares, Inc.
Bridgeport, TX
Fiscal Year Ending 12/31/2020

Report Item 3: Securities Holders

Securities Holders not listed in 3(1)(a) through (3)(1)(c) that had
Current Securities Holders with ownership, control or holdings of 5% or ownership, control or holdings of 5% or more with power to vote
more with power to vote as of fiscal year ending MM/DD/YYYY during the fiscal year ending MM/DD/YYYY (but not at fiscal year-
end)
(1)(@) (1)(b) (1)(c) (2)(a) (2)(b) (2)(c)
Country of Number and Country of Number and
Name & Address (City, State, A . Percentage of Each Name & Address A . Percentage of Each
Country) Cltlzenshlr.? or Class of Voting (City, State, Country) Cltlzenshlr.? or Class of Voting
Incorporation ” Incorporation .
Securities Securities
John Crisp USA 163,097 NONE
Bridgeport, TX 18.86%
USA
Adreane N. Fippinger USA 18,270
Flower Mound, TX 211%
USA
Tiffany D. Novicke USA 18,270
Argyle, TX 211%
USA
Total for Crisp family 199,637
23.08%
Dwayne Garrett USA 185,176
Bridgeport, TX 21.41%
USA
Brandon Kennedy USA 5,000
Bridgeport, TX 0.58%
USA
Total for Garrett family 190,176
21.99%
Kirby Elenburg USA 169,912
Bridgeport, TX 19.65%
USA
Ronnie Hess USA 124,154
Fort Worth, TX 14.36%
USA
Jeff Hess USA 2,061
Fort Worth, TX 0.24%
USA
Travis Hess USA 2,061
Philadelphia, PA 0.24%
USA
Stepahnie Hess Gonzalez USA 2,061
Fort Worth, TX 0.24%
USA
Total for Hess family 130,337
15.08%
Scott Stowers USA 113,294
Bridgeport, TX 13.10%
USA




Form FRY-6

Community Bancshares, Inc.
Bridgeport, TX
Fiscal Year Ending 12/31/2020

Report Item 4: Insiders

Q) @ (@3)(a) @)(b) @)e) (@)(a) (4)(b) @)
Percentage of Voting Percentage of
Name & Address (City, Principal Occupation, if other than Title/Position with Iit!i{Pc.nsitio.n w'tJh Title/!?osition ‘.”ith O.ther F.'ercentag.e.of . Securit.ies. in Voting Securities in
State, Country) with holding company holding pany a |.es( Busme.sseS (including Votlng Securities in . IStl.b5|d|ar|e_s _ a.my oﬂ.ner co.
subsidiary name) business name) holding pany (i y (including co.
name) name) if 2 25%
Theresa East Banker President The Community Bank None 2.00% The Community Bank N/A
Decatur, TX Director CEO/Director None
USA
John Crisp Steel Company Owner Principal Shareholder/ The Community Bank Crisp Industries 18.86% The Community Bank 100.00%
Bridgeport, TX Chairman/Director Chairman/Director Owner None
USA Bridgeport Steel 100.00%
Owner
Scott Allred Retired Banker Director The Community Bank None 0.18% The Community Bank N/A
Bridgeport, TX Vice Chairman/ None
USA Director
Scott Stowers Surgeon Principal Shareholder/ The Community Bank None 13.10% The Community Bank N/A
Bridgeport, TX Director Director None
USA
Ronnie Hess Retired Lumber Company Owner Principal Shareholder/ The Community Bank RHJR 14.36% The Community Bank 50.00%
Fort Worth, TX Director Director Owner None
USA R & J Properties 100.00%
Owner
Fair Oaks 50.00%
Owner
Pinpoint Properties 33.30%
Owner
Mike Richey Oilfield Construction Company Owner  Director The Community Bank Richey Oil Field Construction 1.66% The Community Bank 50.00%
Bridgeport, TX Director Owner None
USA Montai, LLC 58.00%
Owner
Hard Rock Whitetail 50.00%
Owner
V & M Investments 50.00%
Owner
Kirby Elenburg Oilfield Construction Company Owner  Principal Shareholder/ The Community Bank West Fork Enterprises, Inc. 19.65% The Community Bank 50.00%
Bridgeport, TX Director Director Owner None
USA
Dwayne Garrett Trucking Company Owner Principal Shareholder/ The Community Bank North Texas Compression, Inc. 21.41% The Community Bank 100.00%
Bridgeport, TX Director Director Owner None
USA B & B Safety 100.00%

Owner



Report Item 4: Insiders

Form FRY-6

Community Bancshares, Inc.
Bridgeport, TX
Fiscal Year Ending 12/31/2020

™

Name & Address (City,
State, Country)

2)

Principal Occupation, if other than
with holding company

(3)(@)

Title/Position with

(3)(b)

Title/Position with
Subsidiaries (i .

holding pany

subsidiary name)

(3)(c)

Title/Position with Other
Businesses (including
business name)

(4)(a) (4)(b)
Percentage of Voting
Percentage of Securities in
Voting Securities in Subsidiaries
holding pany (includi idi
name)

y

Percentage of
Voting Securities in

any other co.

(including co.
name) if 2 25%

Adreane Fippinger
Flower Mound, TX
USA

Jeff Hess
Fort Worth, TX
USA

Joe Murphy
Bridgeport, TX
USA

Brandon Kennedy
Bridgeport, TX
USA

Jamie Cook
Paradise, TX
USA

Travis Hess
Philadelphia, PA
USA

Stephanie Hess Gonzalez
Fort Worth, TX
USA

Tiffany D. Novicke
Argyle, TX
USA

Marketing Director

Market Manager

Banker

Manager

Banker

Investment Banker

Physician Assistant

Director

Principal Shareholder/

Director

Director

Director

Principal Shareholder/

Director

Director

Principal Shareholder

Principal Shareholder

Principal Shareholder

The Community Bank
Director

The Community Bank
Director

The Community Bank
SVP/CCO/Director

The Community Bank
Director

The Community Bank
President/Director

The Community Bank
None

The Community Bank
None

The Community Bank
Director

Crisp Industries

Marketing Director

None

None

None

None

None

None

Crisp Industries
Director

2.11% The Community Bank
None

0.24% The Community Bank
None

0.80% The Community Bank
None

0.58% The Community Bank
None

0.01% The Community Bank
None

0.24% The Community Bank
None

0.24% The Community Bank
None

2.11% The Community Bank
None

N/A

N/A

N/A

N/A

N/A

N/A

19.26%

19.26%



COMMUNITY BANCSHARES, INC.
AND SUBSIDIARY
BRIDGEPORT, TEXAS

AUDITED CONSOLIDATED
FINANCIAL STATEMENTS AND
OTHER FINANCIAL INFORMATION

DECEMBER 31, 2020 AND 2019
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Stovall Grandey & Allen i1p

500 W. 7* Street
Suite 900
Fort Worth, Texas

76102-4702

Phone 817-632-2500
Fax 817-632-2598

WWW.Sga-Cpas.com

INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Shareholders
Community Bancshares, Inc. and Subsidiary
Bridgeport, Texas

We have audited the accompanying consolidated financial statements of Community
Bancshares, Inc. and Subsidiary (the Corporation), which comprise the consolidated balance
sheets as of December 31, 2020 and 2019, and the related consolidated statements of income,
comprehensive income, changes in shareholders’ equity, and cash flows for the years then
ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with the 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 consolidated 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 audits to
obtain reasonable assurance about whether the consolidated financial statements are free
from 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 financial statements.

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, the consolidated financial statements present fairly, in all material respects,
the financial position of Community Bancshares, Inc. and Subsidiary as of December 31,

2020 and 2019 and the results of its operations and its cash flows for the years then ended, in
accordance with accounting principles generally accepted in the United States of America.

CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS



Other Matters

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The other
financial information on pages 34-35 is presented for purposes of additional analysis and is not a required part of the
financial statements. Such information is the responsibility of management and was derived from, and relates
directly to, the underlying accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.

Sh.!jgg'%m&%% Olben, LLP

STOVALL, GRANDEY & ALLEN, LLP
Fort Worth, Texas
February 23, 2021



COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2020 AND 2019

2020 2019
ASSETS
Cash and due from banks $ 16,524,280 $ 7,529,146
Interest-bearing deposits
at other financial institutions 2,028,671 4,252,473
Federal funds sold 100,000 100,000
Total cash and cash equivalents 18,652,951 11,881,619
Investment securities - Note 3 17,281,941 10,778,889
Loans, net of allowance for loan losses - Note 4 77,654,956 71,392,431
Bank premises and equipment, net - Note 5 5,150,581 5,323,521
Accrued interest receivable 435,968 371,353
Bank-owned life insurance - Note 17 2,312,043 -
Federal income tax receivable 3,354 42,347
Other assets 41,397 85,893
Total Assets $ 121,533,191 $ 99,876,053
LIABILITIES
Deposits - Note 6:
Non-interest-bearing $ 31,695,230 $ 23,575,019
Interest-bearing 77,480,187 65,257,599

Total deposits 109,175,417 88,832,618

Other liabilities:
Accrued interest payable 20,599 36,599
Deferred income tax liability, net - Note 7 142,002 111,513
Accrued expenses and other liabilities 134,362 54,133
Total other liabilities 296,963 202,245
Total Liabilities 109,472,380 89,034,863
Commitments and contingencies - Notes 9, 10, 11, 12 and 13
SHAREHOLDERS' EQUITY - Notes 14 and 16
Common stock, par value $.01 per share:
Authorized - 2,000,000 shares; issued and outstanding:

864,847 shares at December 31, 2020 and 2019 8,048 8,648
Capital surplus 8,941,977 8,941,977
Retained earnings 2,727,011 1,741,449
Accumulated other comprehensive income, net of

tax in 2020 and 2019 383,175 149,116
Total Shareholders' Equity 12,060,811 10,841,190
Total Liabilities and Shareholders' Equity $ 121,533,191 $ 99,876,053

The accompanying notes are an integral part of these financial statements.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

Interest income
Loans, including fees
Investments
Federal funds sold and interest-bearing deposits

Total interest income
Interest expense on deposits

Net interest income
Provision for loan losses - Note 4

Net interest income after provision for loan losses

Non-interest income
Service charges on deposit accounts
Visa interchange fees
Net gain on sales of investment securities
Gain (loss) on disposals of bank premises and equipment
Net earnings on bank-owned life insuance - Note 17
Correspondent bank earnings credit
Other non-interest income

Total non-interest income

Non-interest expense
Salaries and employee benefits
Occupancy expense
Data processing
Director fees
FDIC assessment
Legal and professional
Other non-interest expense

Total non-interest expense
Income before federal income tax

Federal income tax - Note 7

Net Income

The accompanying notes are an integral part of these financial statements.
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2020 2019
$ 4,668,547 $ 4,273,042
301,193 219,733
26,759 102,773
4,996,499 4,595,548
711,637 664,920
4,284,862 3,930,628
91,500 314,564
4,193,362 3,616,064
214,993 224,629
383,298 277,497
82,107 -
5,767 (594)
62,043 .

1,939 205,791

2,101 12,193

752,248 719,516
2,126,464 1,872,498
472,526 464,190
338,492 298,084
206,800 206,100

57,950 29,981

88,131 63,695

467,921 430,194
3,758,284 3,364,742
1,187,326 970,838
201,764 180,565

$ 985,562 $ 790,273




COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

2020 2019
Net Income $ 985,562 $ 790,273
Other Comprehensive Income, Net of Tax
Securities available-for-sale:
Reclassification adjustment for net realized gains
included in net income during the year (58,814) -
Change in net unrealized gain during the year,
net of tax in 2020 and 2019 292,873 218,930
Other comprehensive income, net of tax 234,059 218,930
Comprehensive Income $ 1,219,621 $ 1,009,203

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

5



COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

Accumulated
Other
Common Capital Retained Comprehensive
Stock Surplus Earnings Income (Loss) Total

Balance at January 1, 2019 $ 8,648 $§ 8941977 § 951,176 $ (69,814) $ 9,831,987
Comprehensive income for the

year ended December 31, 2019 790,273 218,930 1,009,203
Balance at December 31, 2019 8,648 8,941,977 1,741,449 149,116 10,841,190
Comprehensive income for the

year ended December 31, 2020 985,562 234,059 1,219,621
Balance at December 31, 2020 $ 8,648 $§ 8941977 § 2,727,011 § 383,175 § 12,060,811

The accompanying notes are an integral part of these financial statements.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization
Provision for loan losses
Net amortization of premiums on investment securities
Net gain on sales of investment securities
Net earnings on bank-owned life insurance
Deferred income tax benefit
(Gain) loss on disposals of bank premises and equipment
Increase in accrued income and other assets
Decrease in federal income tax receivable
Increase in accrued expenses and other liabilities
Total adjustments

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of available-for-sale investment securities
Proceeds from maturities and calls of investment securities
Proceeds from sales of investment securities
Principal payments on available-for-sale investment securities
Purchase of bank-owned life insurance
Increase in loans made to customers, net of principal collections
Purchases of bank premises and equipment
Proceeds from sales of bank premises and equipment

Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase (decrease) in demand deposits, interest-bearing
transaction accounts and savings
Net increase (decrease) in time deposits
Net Cash Provided (Used) by Financing Activities

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

SUPPLEMENTAL SCHEDULE OF OPERATING
AND INVESTING ACTIVITIES:

Interest paid
Federal income tax paid

Fair value adjustment on available-for-sale investment securities

The accompanying notes are an integral part of these financial statements.
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2020 2019
$ 985562 S 790,273
228,533 221,919
91,500 314,564
99,386 49,888
(82,107) -
(62,043) -
(31,729) (29,048)
(5,767) 594
(20,118) (19,468)
38,993 80,613
64,228 45,600
320,876 664,662
1,306,438 1,454,935
(20,977,668) (2,918,914)
11,245,000 -
2,532,186 -
976,429 1,224,975
(2,250,000) -
(6,354,026) (11,437,081)
(61,335) (74,851)
11,509 -

(14,877,905)

(13,205,871)

21,613,855 (6,897,329)
(1,271,056) 6,708,375
20,342,799 (188,954)
6,771,332 (11,939,890)
11,881,619 23,821,509

$ 18,652,951 $ 11,881,619

$ 727637 S 639,528

194,500 129,000
234,059 218,930



Note 1

Note 2

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

History

Community Bancshares, Inc. (Corporation) was granted approval by the Federal Reserve Bank of
Dallas to become a bank holding company on May 17, 2007. The application for a Texas state charter
for The Community Bank (Bank) was approved on March 16, 2007, and the Bank began operations on
June 6, 2007. In October 2018, a second, full-service location was opened in Springtown, Texas.

Summary of Significant Accounting Policies

The accounting and reporting policies of the Corporation are in accordance with accounting principles
generally accepted in the United States of America.

Nature of Operations

The Corporation’s principal office is in Bridgeport, Texas. The Bank offers a full range of consumer
and commercial banking services primarily to small businesses and individuals residing in and around
Wise County and Parker County, Texas. The Bank operates under a state bank charter and is subject to
regulation by the Texas State Department of Banking and the Federal Deposit Insurance Corporation
(FDIC). The Corporation is subject to regulation by the Federal Reserve Board.

Principles of Consolidation

The consolidated financial statements of Community Bancshares, Inc. include its accounts and those of
its subsidiary, The Community Bank. The Corporation owns 100% of the outstanding stock of the
Bank. All significant intercompany accounts and transactions have been eliminated on consolidation.

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 assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

The determination of the adequacy of the allowance for loan losses is based on estimates that are
particularly susceptible to significant changes in the economic environment and market conditions. In
connection with the determination of the estimated losses on loans, management obtains independent
appraisals for significant collateral.

The Corporation’s loans are generally secured by specific items of collateral including real property,
consumer assets, and business assets. Although the Corporation has a diversified loan portfolio, a
substantial portion of its debtors’ ability to honor their contracts is dependent on local economic
conditions.



Note 2

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Summary of Significant Accounting Policies, continued

Estimates, continued

While management uses available information to recognize losses on loans, further reductions in the
carrying amounts of loans may be necessary based on changes in local economic conditions. In
addition, regulatory agencies, as an integral part of their examination process, periodically review the
estimated losses on loans. Such agencies may require the Corporation to recognize additional losses
based on their judgments about information available to them at the time of their examination. Because
of these factors, it is reasonably possible that the estimated losses on loans may change materially in the
near term. However, the amount of the change that is reasonably possible cannot be estimated.

Cash and Cash Equivalents and Cash Flows

For the purpose of presentation in the Statement of Cash Flows, cash and cash equivalents are defined
as those amounts included in cash and amounts due from banks, interest-bearing deposits maturing in
three months or less and federal funds sold. The Corporation reports net cash flows from customer loan
and deposit transactions.

Investment Securities

The Corporation accounts for investment securities according to authoritative guidance issued by the
Financial Accounting Standards Board (FASB). Under the provisions of the FASB authoritative
guidance, debt securities that management has the ability and intent to hold to maturity are classified as
held-to-maturity and carried at amortized cost. The amortization of premiums and accretion of
discounts are recognized in interest income using methods approximating the interest method over the
period to maturity.

Debt securities not classified as held-to-maturity are classified as available-for-sale. Securities
available-for-sale are carried at fair value with unrealized gains and losses reported in other
comprehensive income (loss). Realized gains (losses) on securities available-for-sale are included in
other income and, when applicable, are reported as a reclassification adjustment in other comprehensive
income (loss). Gains and losses on sales of securities are determined on the specific-identification
method.

Declines in the fair value of individual held-to-maturity and available-for-sale securities below their
amortized cost that are other-than-temporary result in writedowns of the individual securities to their
fair value. The related writedowns are included in earnings as realized losses. In estimating other-than-
temporary impairment losses, management considers (1) the length of time and the extent to which the
fair value has been less than cost, (2) the financial condition and near-term prospects of the issuer, and
(3) the intent and ability of the Corporation to retain its investment in the issuer for a period of time
sufficient to allow for any anticipated recovery in fair value.



Note 2

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Summary of Significant Accounting Policies, continued
Loans

Loans are stated at the principal amount outstanding less the allowance for loan losses. Interest income
on loans is recognized based upon the principal amounts outstanding. Generally, the accrual of interest
on loans is discontinued when, in management’s opinion, the borrower may be unable to meet payments
as they become due or when they are past due 90 days as to either principal or interest, unless they are
well secured and in the process of collection. When interest accrual is discontinued, all unpaid accrued
interest is reversed against current income. If management determines that the ultimate collectibility of
principal is in doubt, cash receipts on nonaccrual loans are applied to reduce the principal balance on a
cash-basis method, until the loans qualify for return to accrual status or principal is paid in full. Loans
are returned to accrual status when all principal and interest amounts contractually due are brought
current and future payments are reasonably assured. Past due status is determined based on contractual
terms.

Loan origination fees are recognized as income and loan origination costs are expensed as incurred, as
management has determined that capitalization of these items would be immaterial to the consolidated

financial statements.

Allowance for Loan Losses

The allowance for loan losses is comprised of amounts charged against income in the form of the
provision for loan losses, less charged-off loans, net of recoveries. Loans are charged against the
allowance for loan losses when management believes that collection of the principal is unlikely.
Subsequent recoveries, if any, are credited to the allowance for loan losses.

The allowance for loan losses is evaluated on a regular basis by management and is based upon
management’s periodic review of the collectibility of the loans in light of historical experience, the
nature and volume of the loan portfolio, adverse situations that may affect the borrower’s ability to
repay, estimated value of any underlying collateral and prevailing economic conditions. This evaluation
is inherently subjective as it requires estimates that are susceptible to significant revision as more
information becomes available.

The allowance consists of specific, general and unallocated components. The specific component
relates to loans that are classified as doubtful, substandard or special mention. For such loans that are
also classified as impaired, an allowance is established when the discounted cash flows (or collateral
value or observable market price) of the impaired loan is lower than the carrying value of that loan. The
general component covers non-classified loans and is based on historical loss experience adjusted for
qualitative factors. An unallocated component is maintained to cover uncertainties that could affect
management’s estimate of probable losses. The unallocated component of the allowance reflects the
margin of imprecision inherent in the underlying assumptions used in the methodologies for estimating
specific and general losses in the portfolio.
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Note 2

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Summary of Significant Accounting Policies, continued

Allowance for Loan Losses, continued

A loan is considered impaired when, based on current information and events, it is probable that the
Corporation will be unable to collect the scheduled payments of principal or interest when due
according to the contractual terms of the loan agreement. Factors considered by management in
determining impairment include payment status, collateral value, and the probability of collecting
scheduled principal and interest payments when due. Loans that experience insignificant payment
delays and payment shortfalls generally are not classified as impaired. Management determines the
significance of payment delays and payment shortfalls on a case-by-case basis, taking into consideration
all of the circumstances surrounding the loan and the borrower, including the length of the delay, the
reasons for the delay, the borrower’s prior payment record, and the amount of the shortfall in relation to
the principal and interest owed. Impairment is measured on a loan-by-loan basis for commercial and
construction loans by either the present value of expected future cash flows discounted at the loan’s
effective interest rate, the loan’s obtainable market price, or the fair value of the collateral if the loan is
collateral dependent. Large groups of smaller balance homogenous loans are collectively evaluated for
impairment; accordingly, the Corporation does not separately identify individual consumer and
residential loans for impairment disclosures, unless such loans are subject to a restructuring agreement.

Periodically, regulatory agencies will review the Corporation’s allowance for loan losses as an integral
part of their examination process and may require the Corporation to make additions to the allowance

based on their judgment about information available to them at the time of their examination.

Bank Premises and Equipment

Bank premises and equipment are stated at cost less accumulated depreciation. Depreciation expense is
computed using the straight-line method based upon the estimated useful lives of the assets. Leasehold
improvements are amortized over the term of the lease or the estimated useful life of the improvement,
whichever is less.

Maintenance and repairs are charged to operating expenses. Renewals and betterments are added to the
asset accounts and depreciated over the periods benefited. Depreciable assets sold or retired are
removed from the asset and related accumulated depreciation accounts and any gain or loss is reflected
in the income and expense accounts. These assets are reviewed for impairment when events indicate
their carrying value may not be recoverable. If management determines an impairment exists, the asset
is reduced with an offsetting charge to expense.

Other Real Estate Owned

Other real estate owned is foreclosed property held pending disposition and is initially recorded at fair
value less estimated selling costs when acquired, establishing a new cost basis. At foreclosure, if the
fair value of the real estate acquired less estimated selling costs is less than the Corporation’s recorded
investment in the related loan, a writedown is recognized through a charge to the allowance for loan
losses. Costs of significant property improvements are capitalized, whereas costs relating to holding
property are expensed. Valuations are periodically performed by management, and any subsequent
writedowns are recorded as a charge to income, if necessary, to reduce the carrying value of the
property to its fair value less estimated selling costs. Sales of other real estate owned are accounted for
according to authoritative guidance issued by the FASB.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Summary of Significant Accounting Policies, continued

Cash Surrender Value of Life Insurance

Life insurance policies are initially recorded at cost at the date of purchase. Subsequent to purchase, the
policies are periodically adjusted for changes in contract value. The adjustment to contract value
increases or decreases the carrying value of the policies and is recorded as income or expense on the
consolidated statements of income.

Federal Income Taxes

Income taxes are provided for the tax effects of the transactions reported in the financial statements and
consist of taxes currently due plus deferred taxes related primarily to differences between the tax and
financial reporting of the allowance for loan losses, organizational costs and accumulated depreciation
and amortization.

The deferred tax assets and liabilities represent the future tax return consequences of those differences,
which will either be taxable or deductible when the assets and liabilities are recovered or settled.
Deferred tax assets and liabilities are reflected at income tax rates applicable to the period in which the
deferred tax assets or liabilities are expected to be realized or settled. As changes in tax laws or rates
are enacted, deferred tax assets and liabilities are adjusted through the provision for income taxes.

The Corporation and the Bank join in filing consolidated federal and state income tax returns. The
Companies maintain their records on the accrual basis of accounting for financial reporting purposes
and on the cash basis for income tax reporting purposes.

In accordance with authoritative guidance issued by the FASB, the Corporation performed an evaluation
to determine if there were any uncertain tax positions that would have an impact on the consolidated
financial statements. No uncertain tax positions were identified. The December 31, 2017 through
December 31, 2020 tax years remain subject to examination by the Internal Revenue Service. The
Corporation does not believe that any reasonably possible changes will occur within the next 12 months
which will have a material impact on the consolidated financial statements. The Corporation records
incurred penalties and interest in other non-interest expense. There were no penalties and interest
assessed by taxing authorities during 2020 or 2019.

Comprehensive Income

The Corporation has adopted authoritative guidance issued by the FASB which establishes standards for
reporting and display of comprehensive income and its components. These standards require that
recognized revenue, expenses, gains and losses be included in net income. Certain changes in assets
and liabilities, such as unrealized gains and losses on available-for-sale investment securities, are
reported as a separate component in shareholders’ equity. These items, along with net income, are
components of comprehensive income. The Corporation reports comprehensive income in the
statement of comprehensive income.

Advertising Costs

Advertising costs are expensed as incurred. Advertising costs in the amounts of $24,925 and $28,828
were expensed during 2020 and 2019, respectively.
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Note 2

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019
Summary of Significant Accounting Policies, continued

Reclassifications

Certain accounts from the 2019 financial statements have been reclassified to conform to the 2020
presentation.

Subsequent Events

Subsequent events are events or transactions that occur after the balance sheet date but before the
consolidated financial statements are available to be issued. The Corporation recognizes in the
consolidated financial statements the effects of all subsequent events that provide additional evidence
about conditions that existed at the date of the balance sheet, including the estimates inherent in the
process of preparing the consolidated financial statements. The Corporation’s consolidated financial
statements do not recognize subsequent events that provide evidence about conditions that did not exist
at the date of the balance sheet but arose after the balance sheet date and before the consolidated
financial statements are available to be issued. The Corporation has evaluated subsequent events from
December 31, 2020 through February 23, 2021, the date the financial statements were available to be
issued and has determined that no material subsequent events have occurred that would affect the
information presented in the accompanying consolidated financial statements or would require
additional disclosure.

Accounting Standards Adopted in 2020 and 2019

In March 2017, the FASB issued ASU No. 2017-08, Nonrefundable Fees and Other Costs (Subtopic
310-20): Premium Amortization on Purchased Callable Debt Securities. The amendments in this
update shorten the amortization period for certain callable debt securities held at a premium.
Specifically, the amendments require the premium to be amortized to the earliest call date. The
amendments do not require an accounting change for securities held at a discount; the discount
continues to be amortized to maturity. For entities other than public business entities, the amendments
are effective for fiscal years beginning after December 15, 2019. Early adoption is permitted. The
amendments of this update are applied on a modified retrospective basis through a cumulative-effect
adjustment directly to retained earnings as of the beginning of the period of adoption. The Corporation
implemented this accounting standard in 2020 and it did not have a material impact on the
Corporation’s consolidated financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, to replace a
wide range of industry-specific rules with a broad, principles-based framework for recognizing and
measuring revenue from contracts with customers. This guidance is codified at FASB ASC 606. The
core principle of the new guidance is that an entity should recognize revenue to reflect the transfer of
goods and services to customers in an amount equal to the consideration the entity receives or expects to
receive. The Corporation’s revenue is composed of net interest income and non-interest income. The
scope of the guidance explicitly excludes net interest income as well as many other revenues for
financial assets and liabilities including loans, leases, securities, and derivatives. Accordingly, the
majority of the Corporation’s revenues were not affected. Adoption of ASU No. 2014-09, which was
effective for the Corporation on January 1, 2019, did not have a material impact on the Corporation’s
consolidated financial statements.
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Note 2

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Summary of Significant Accounting Policies, continued

Accounting Standards Adopted in 2020 and 2019, continued

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230):
Classification of Certain Cash Receipts and Cash Payments. This amendment provides guidance on
eight specific cash flow issues, including the following which may affect the Corporation: (1) debt
prepayment or debt extinguishment costs should be classified as cash flows for financing activities and
(2) proceeds from the settlement of insurance claims, proceeds from the settlement of corporate-owned
life insurance policies should be classified as cash flows from investing activities. Cash payments for
premiums on corporate-owned life insurance may be classified as cash flows for investing or operating
activities. The amendments in this update are effective for entities other than public business entities for
fiscal years beginning after December 15, 2018. The Corporation adopted this standard effective
January 1, 2019 and implementation did not have a significant impact on the Corporation’s consolidated
financial statements.

Accounting Standards Pending Adoption

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) intended to improve
financial reporting regarding leasing transactions. The new standard affects all companies and
organizations that lease assets. The standard will require organizations to recognize on the balance
sheet the assets and liabilities for the rights and obligations created by those leases if the lease terms are
more than 12 months. The guidance also will require qualitative and quantitative disclosures providing
additional information about the amounts recorded in the financial statements. The amendments in this
update were originally effective for fiscal years beginning after December 15, 2020 and interim periods
within fiscal years beginning after December 15, 2021. In July 2020, the FASB voted to delay the
effective date of this standard for one year due to the unprecedented challenges of the Covid-19
pandemic. The Corporation is evaluating the potential impact of this amendment on the Corporation’s
consolidated financial statements.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments — Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments which is intended to improve financial
reporting by requiring timelier recording of credit losses on loans and other financial instruments held
by financial institutions and other organizations. The standard requires an organization to measure all
expected credit losses for financial assets held at the reporting date based on historical experience,
current conditions and reasonable and supportable forecasts. Financial institutions and other
organizations will now use forward-looking information to better inform their credit loss estimates. The
standard also requires enhanced disclosures to help investors and other financial statement users better
understand significant estimates and judgments used in estimating credit losses, as well as the credit
quality and underwriting standards of an organization’s portfolio.

These disclosures include qualitative and quantitative requirements that provide additional information
about the amounts recorded in the financial statements. Additionally, the standard amends the
accounting for credit losses on available-for-sale debt securities and purchased financial assets with
credit deterioration. For non-public entities, the amendments in this update are effective for fiscal years
beginning after December 15, 2022, including interim periods within those fiscal years. An entity will
apply the amendments in this update through a cumulative-effect adjustment to retained earnings as of
the beginning of the first reporting period in which the guidance is effective (that is, a modified-
retrospective approach). The Corporation believes the amendments in this update will have an impact
on the Corporation’s consolidated financial statements and is working to evaluate the significance of
that impact.
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Note 3

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Investment Securities

The amortized cost and fair value of investment securities at December 31, 2020 are as follows:

December 31, 2020
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Available-for-sale:
Obligations of states and political
subdivisions — tax exempt $ 7,775257 $ 360,168 § (6,003) $ 8,129,422
Obligations of states and political
subdivisions — taxable 3,277,194 61,309 (15,262) 3,323,241
U.S. Government agencies and
corporations 893,756 39,533 - 933,289
U.S. Government agency
mortgage-backed securities 4,850,701 64,777 (19,489) 4,895,989

Total available-for-sale securities ~ $16,796,908 $§ 525,787 § (40,754) $17,281,941

The balance sheet as of December 31, 2020 reflects the fair value of available-for-sale securities of
$17,281,941. A net unrealized gain of $485,033 is in the available-for-sale investment securities
balance. The unrealized gain, net of tax, is included in shareholders’ equity.

The amortized cost and fair value of investment securities at December 31, 2019 are as follows:

December 31, 2019
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Available-for-sale:

Obligations of states and political

subdivisions — tax exempt $ 5,290,675 $ 202,737 § - $ 5,493,412
Obligations of states and political

subdivisions — taxable 1,008,372 - (10,927) 997,445
U.S. Government agencies and

corporations 929,207 - (8,718) 920,489
U.S. Government agency

mortgage-backed securities 3,361,880 20,953 (15,290) 3,367,543

Total available-for-sale securities ~ $10,590,134 § 223,690 $§ (34,935) $10,778,889

The balance sheet as of December 31, 2019 reflects the fair value of available-for-sale securities of
$10,778,889. A net unrealized gain of $188,755 is in the available-for-sale investment securities
balance. The unrealized gain, net of tax, is included in shareholders’ equity.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 3 Investment Securities, continued
The amortized cost and fair value of debt securities at December 31, 2020, by contractual maturity, are
shown below. Expected maturities will differ from contractual maturities because borrowers may have
the right to call or prepay obligations with or without call or prepayment penalties. Mortgage-backed
securities are shown separately since they are not due at a single maturity date.
Available-for-Sale
Amortized Fair
Cost Value
Amounts maturing in:
After one year through five years $ 891,804 $ 923,748
After five years through ten years 4,409,513 4,625,335
After ten years 6,644,890 6,836,869
11,946,207 12,385,952
Mortgage-backed securities 4,850,701 4,895,989
Totals $ 16,796,908 § 17,281,941
The Corporation had no pledged securities at December 31, 2020 and 2019.
Gross proceeds on sales of investment securities during 2020 were $2,532,186, resulting in gross
realized gains of $84,314 and gross realized losses of $2,207. The net realized gain of $82,107 included
in the accompanying financial statements for December 31, 2020 includes a reclassification adjustment
of $58,814 from prior year unrealized gains. There were no sales of investment securities during 2019.
Information pertaining to securities with gross unrealized losses at December 31, 2020 and 2019
aggregated by investment category and length of time that individual securities have been in a
continuous loss position, follows:
Less Than 12 Months 12 Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
December 31, 2020:
State and municipal
governments $ 2,091,186 $ (21,265) - $ - $ 2,091,186 (21,265)
Federal agencies 2,033,718 (19,489) - - 2,033,718 (19,489)
Totals $ 4124904 $  (40,754) - $ - $ 4,124,904 (40,754)
December 31, 2019:
State and municipal
governments $ 997,445 § (10,927) - $ - $ 997,445 (10,927)
Federal agencies 491,479 (6,071) 1,864,894 (17,937) 2,356,373 (24,008)
Totals $ 1488924 § (16,998) 1,864,894 $ (17,937) $ 3,353,818 (34,935)
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Note 4

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Investment Securities, continued

Management evaluates securities for other-than-temporary impairment at least on a quarterly basis, and
more frequently when economic or market concerns warrant such evaluation. Consideration is given to
(1) the length of time and the extent to which the fair value has been less than cost, (2) the financial
condition and near-term prospects of the issuer, and (3) the intent and ability of the Corporation to retain
its investment in the issuer for a period of time sufficient to allow for any anticipated recovery in fair
value.

There were eight debt securities with an unrealized loss of 0.98% from their amortized cost at
December 31, 2020. The Corporation has evaluated these securities and has determined that the decline
in value is temporary and is related to change in market interest rates since purchase. The decline in
value is not related to any company or industry specific event. The Corporation anticipates full
recovery of amortized cost with respect to these securities at maturity or sooner in the event of a more
favorable market interest rate. As management has the ability to hold debt securities until maturity, or
for the foreseeable future if classified as available-for-sale, no declines are deemed to be other-than-
temporary.

Loans and Allowance for Loan Losses

An analysis of loan categories at December 31, 2020 and 2019 is as follows:

2020 2019
Commercial and agricultural loans $ 17,848,431 $ 17,066,502
Real estate (RE) loans:

Construction, land and land development 14,183,807 13,524,950
Residential 1-4 family 21,574,938 18,546,150
Commercial RE and farmland 22,502,697 20,687,619
Consumer and other loans 2,232,419 2,162,432
Overdrafts 5,959 13,362
78,348,251 72,001,015
Less: Allowance for loan losses (693,295) (608,584)
Loans, net $ 77,654,956 $ 71,392,431

17



Note 4

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Loans and Allowance for Loan Losses, continued

Transactions in the allowance for loan losses in 2020 are summarized as follows:

Construction, Commercial
Commercial Land and Real Estate
and Land Residential and Consumer 2020
Agricultural  Develoy t 1-4 Family Farmland and Other Unallocated Total
Allowance for Loan Losses:
Balance, beginning of year $ 142,002 $ 77,768  $ 106,640 $ 118,807  $ 33443 $ 129,924  § 608,584
Provisions, charged
(credited) to income 41,833 16,554 36,833 30,671 9,733 (44,124) 91,500
183,835 94,322 143,473 149,478 43,176 85,800 700,084
Loans charged-off - - - - (8,449) - (8,449)
Recoveries of loans
previously charged-off 76 - - - 1,584 - 1,660
Net (charge-offs)
recoveries 76 - - - (6,865) - (6,789)
Balance, end of year $ 183911 § 94322  § 143473 § 149478  $ 36,311 $ 85,800 § 693,295
Amounts allocated to:
Individually evaluated
for impairment $ 8,753 § - $ - $ - $ - $ - $ 8,753
Amounts allocated to:
Collectively evaluated
for impairment 175,158 94,322 143,473 149,478 36,311 85,800 684,542
Balance, end of year $ 183911 § 94322 § 143473  § 149478  § 36,311  § 85,800 § 693,295
Loans:
Individually evaluated
for impairment $ 17,827  $ - $ - $ 24,770  $ - $ 42,597
Collectively evaluated
for impairment 17,830,604 14,183,807 21,574,938 22,477,927 2,238,378 78,305,654
Ending balance total loans $ 17,848,431 § 14,183,807 $ 21,574,938 § 22,502,697 § 2,238,378 $ 78,348,251
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Loans and Allowance for Loan Losses, continued

Transactions in the allowance for loan losses in 2019 are summarized as follows:

Construction, Commercial
Commercial Land and Real Estate
and Land Residential and Consumer 2019
Agricultural  Develoy t 1-4 Family Farmland and Other Unallocated Total
Allowance for Loan Losses:
Balance, beginning of year $ 146,379 $ 45306 $ 61,739  § 111,902  $ 23,694 $ - $ 389,020
Provisions, charged to
income 72,304 32,462 44,901 6,905 28,068 129,924 314,564
218,683 77,768 106,640 118,807 51,762 129,924 703,584
Loans charged-off (76,714) - - - (20,776) - (97,490)
Recoveries of loans
previously charged-off 33 - - - 2,457 - 2,490
Net charge-offs (76,681) - - - (18,319) - (95,000)
Balance, end of year $ 142,002 § 77,768 $ 106,640  $ 118,807  § 33443 § 129924 § 608,584

Amounts allocated to:
Individually evaluated
for impairment $ - $ - $ - $ - $ - $ - $ -
Amounts allocated to:
Collectively evaluated

for impairment 142,002 77,768 106,640 118,807 33,443 129,924 608,584
Balance, end of year $ 142,002 § 77,768  $ 106,640  $ 118,807  § 33443 § 129924  § 608,584
Loans:

Individually evaluated

for impairment $ - $ - $ - $ 25,533 $ - $ 25,533
Collectively evaluated

for impairment 17,066,502 13,524,950 18,546,150 20,662,086 2,175,794 71,975,482
Ending balance total loans $ 17,066,502  § 13,524,950  § 18,546,150 $ 20,687,619 $§ 2,175,794 $ 72,001,015

Federal regulations require that the Corporation periodically evaluate the risks inherent in its loan
portfolio. In addition, the Corporation's regulatory agencies have authority to identify problem loans
and, if appropriate, require them to be reclassified. There are three classifications for problem loans:
Substandard, Doubtful and Loss. Substandard loans have one or more defined weaknesses and are
characterized by the distinct possibility that the Corporation will sustain some loss if the deficiencies are
not corrected. Doubtful loans have the weaknesses of loans classified as “Substandard,” with additional
characteristics that suggest the weaknesses make collection or recovery in full after liquidation of
collateral questionable on the basis of currently existing facts, conditions and values. There is a high
possibility of loss in loans classified as “Doubtful.” A loan classified as “Loss” is considered
uncollectible and of such little value that continued classification of the credit as a loan is not warranted.
If a loan or a portion thereof is classified as “Loss,” it must be charged-off, meaning the amount of the
loss is charged against the allowance for loan losses, thereby reducing that reserve. The Corporation
also classifies some loans as “Watch” or “Other Assets Especially Mentioned” (“OAEM”). Loans
classified as Watch are performing assets and classified as pass credits but have elements of risk that
require more monitoring than other performing loans. Loans classified as OAEM are assets that
continue to perform but have shown deterioration in credit quality and require close monitoring.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 4 Loans and Allowance for Loan Losses, continued

Loans by credit quality risk rating at December 31, 2020 and 2019 are as follows:

Other Assets
Especially Sub-
Pass Mentioned Standard Doubtful Total
December 31, 2020:
Commercial and
agricultural loans $ 17,830,604  $ - $ 17,827  $ - $ 17,848,431
Real estate (RE) loans:
Construction, land and
land development 14,183,807 - - - 14,183,807
Residential 1-4 family 21,394,931 - 180,007 - 21,574,938
Commercial real estate
and farmland 22,502,697 - - - 22,502,697
Consumer and other loans 2,238,378 - - - 2,238,378
Total $ 78,150,417  § - $ 197,834  § - $ 78,348,251
December 31, 2019:
Commercial and
agricultural loans $ 17,040,788  $ - $ 25714  $ - $ 17,066,502
Real estate (RE) loans:
Construction, land and
land development 13,524,950 - - - 13,524,950
Residential 1-4 family 18,369,424 - 176,726 - 18,546,150
Commercial real estate
and farmland 20,687,619 - - - 20,687,619
Consumer and other loans 2,175,794 - - - 2,175,794
Total $ 71,798,575 $ - $ 202,440 $ - $ 72,001,015

At December 31, 2020, the Corporation had two 1-4 family nonaccrual loans totaling $185,390. The
Corporation had no loans on nonaccrual at December 31, 2019.
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Note 4

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Loans and Allowance for Loan Losses, continued

At December 31, 2020 and 2019, a summary of information pertaining to impaired loans is as follows:

Unpaid Recorded Recorded
Contractual Investment Investment Total Average Interest
Principal with No with Recorded Related Recorded Income
Balance Allowance Allowance Investment Allowance Investment Recognized
December 31, 2020:
Commercial and
agricultural loans $ 17,827  $ - $ 17,827  $ 17,827  $ 8753 §$ 8914  § 1,885
Commercial real estate
and farmland 24,770 24,770 - 24,770 - 25,152 1,710
Total $ 42,597  § 24,770 § 17827  § 42,597  § 8753  $ 34,066 § 3,595
December 31, 2019:
Commercial real estate
and farmland $ 25533  § 25533  § - $ 25533  § - $ 25974  § 1,213
Total $ 25533 § 25,533 § - $ 25533 § - $ 25974  § 1,213

The Corporation has no commitments to loan additional funds to borrowers whose loans are impaired.

Troubled Debt Restructurings

The restructuring of a loan is considered a “troubled debt restructuring” if both (i) the borrower is
experiencing financial difficulties and (ii) the creditor has granted a concession. Concessions may
include interest rate reductions or below market interest rates, principal forgiveness, restructuring
amortization schedules and other actions intended to minimize potential losses. There were no troubled
debt restructurings during 2020 and 2019.

At December 31, 2020 and 2019, all loans restructured in prior years are paying in accordance with the
restructured terms.

At December 31, 2020, there were 45 loans with outstanding balances of approximately $6,219,000

which were modified under Section 4013, Temporary Relief from Troubled Debt Restructurings, of the
2020 Coronavirus Aid, Relief, and Economic Security Act.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 4 Loans and Allowance for Loan Losses, continued

The following table illustrates an age analysis of past due loans as of December 31, 2020 and 2019:

Recorded
Investment
90 Days
or More
90 Days or Total Past Due
30-89 Days  More Past Past Total and Still
Past Due Due Due Current Loans Accruing
December 31, 2020:
Commercial and
agricultural loans $ - $ - $ - $17,848,431 $17,848431 § -
Real estate (RE) loans:
Construction, land and
land development - - - 14,183,807 14,183,807 -
Residential 1-4 family 88,224 180,007 268,231 21,306,707 21,574,938 -
Commercial real estate
and farmland - - - 22,502,697 22,502,697 -
Consumer and other loans - - - 2,238,378 2,238,378 -
Total $ 88224 § 180,007 $ 268231 $ 78,080,020  § 78,348,251  $ -
December 31, 2019:
Commercial and
agricultural loans $ - $ - $ - $17,066,502  $17,066,502 $ -
Real estate (RE) loans:
Construction, land and
land development - - - 13,524,950 13,524,950 -
Residential 1-4 family 176,726 - 176,726 18,369,424 18,546,150 -
Commercial real estate
and farmland 49,030 - 49,030 20,638,589 20,687,619 -
Consumer and other loans 6,118 - 6,118 2,169,676 2,175,794 -
Total $ 231874  $ - $ 231,874 $71,769,141 $72,001,015  $ -
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 5 Bank Premises and Equipment

The investment in bank premises and equipment at December 31, 2020 and 2019 is as follows:

2020 2019
Land $ 1,068,175 $ 1,068,175
Furniture and equipment 1,151,954 1,122,548
Building and improvements 4,226,234 4,206,787
Software 118,087 114,128
Premises and equipment in process - 2,680

6,564,450 6,514,318
Less accumulated depreciation and amortization (1,413,869) (1,190,797)

Bank premises and equipment, net $ 5,150,581 $ 5,323,521

Depreciation and amortization on bank premises and equipment charged to expense totaled $228,533
and $221,919 for the years ended December 31, 2020 and 2019, respectively.

Note 6 Deposits

The carrying amounts of deposits at December 31, 2020 and 2019 are as follows:

2020 2019
Demand $ 31,695,230 $ 23,575,019
Interest-bearing transaction accounts 55,640,881 44,446,057
Savings 6,614,610 4,315,790
Time deposits less than $250,000 7,706,222 9,059,853
Time deposits greater than $250,000 7,518,474 7,435,899
Total deposits $ 109,175,417 $ 88,832,618

Maturities of time deposits for each of the next five years are:

2021 $ 13,553,913
2022 919,772
2023 197,775
2024 206,975
2025 346,261

$ 15,224,696
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 7 Federal Income Taxes

The components of the federal income tax provision for the years ended December 31, 2020 and 2019
are listed below.

2020 2019
Current income tax expense $ 233,493 $ 209,613
Deferred income tax benefit (31,729) (29,048)
Total income tax expense $ 201,764 $ 180,565

The principal factors causing a variation from the statutory tax rate are as follows:

2020 2019
Statutory tax on income (at 21%) $ 249,338 $ 203,876
Tax exempt interest (36,405) (25,504)
Earnings on life insurance (13,029) -
Other 1,860 2,193
Total income tax expense $ 201,764 $ 180,565

The Corporation has the following temporary differences and carryforward items at December 31, 2020

and 2019:
2020 2019
Deferred Tax Asset:
Allowance for loan losses $ 145,592 $ 127,803
Organizational costs 9,443 16,110
Deferred compensation 18,376 -
Other 4,554 -
Total Deferred Tax Asset 177,965 143,913
Deferred Tax Liability:
Unrealized gain on AFS securities (101,857) (39,639)
Bank premises and equipment (143,442) (156,741)
Accrual to cash conversion (74,668) (58,993)
Other - (53)
Total Deferred Tax Liability (319,967) (255,426)
Net Deferred Tax Liability $ (142,002) $ (111,513)
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Note 9

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Related Party Transactions

The Corporation had transactions made in the ordinary course of business with certain of its officers and
directors. All loans included in such transactions were made on substantially the same terms, including
interest rate and collateral, as those prevailing at the time for comparable transactions with other
persons, and did not, in the opinion of management, involve more than normal credit risk or present
other unfavorable features.

A summary of related party loan transactions follows:

Balance
Beginning Amounts Balance
of Year Additions Collected End of Year

For the year ended:
December 31, 2020 $ 2,882,801 $ 2,100,452 $ (2,378,240) $ 2,605,013

For the year ended:
December 31, 2019 $§ 3,288,957 $§ 2,107,205 $ (2,513,361) $§ 2,882,801

The Corporation held related party deposits of approximately $30,966,000 and $30,896,000 at
December 31, 2020 and 2019, respectively, which includes deposits held for directors, executive
officers, principal shareholders, and related business entities.

Financial Instruments with Off-Balance-Sheet Risk

In the normal course of business, there are outstanding various commitments and contingent liabilities,
such as commitments to extend credit and standby letters of credit, which are not reflected in the
financial statements. The Corporation’s exposure to credit loss in the event of nonperformance by the
other party to the financial instruments for commitments to extend credit and standby letters of credit is
represented by the contractual or notional amount of those instruments. The Corporation uses the same
credit policies in making such commitments as it does for instruments that are included in the balance
sheets.

Financial instruments whose contract amount represents credit risk were as follows:

2020 2019

Commitments to extend credit $ 13,830,265 $ 10,658,222
Standby letters of credit 227,320 229,133
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Note 9

Note 10

Note 11

Note 12

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Financial Instruments with Off-Balance-Sheet Risk, continued

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of
any condition established in the contract. Commitments generally have fixed expiration dates or other
termination clauses and may require payment of a fee. Since many of the commitments are expected to
expire without being drawn upon, the total commitment amounts do not necessarily represent future
cash requirements. The Corporation evaluates each customer’s creditworthiness on a case-by-case
basis. The amount of collateral obtained, if deemed necessary by the Corporation upon extension of
credit, is based on management’s credit evaluation. Collateral held varies but may include accounts
receivable, inventory, property and equipment, and income-producing commercial properties.

Standby letters of credit are conditional commitments issued by the Corporation to guarantee the
performance of a customer to a third party. Standby letters of credit generally have fixed expiration
dates or other termination clauses and may require payment of a fee. The credit risk involved in issuing
letters of credit is essentially the same as that involved in extending loan facilities to customers. The
Corporation’s policy for obtaining collateral, and the nature of such collateral, is essentially the same as
that involved in making commitments to extend credit.

The Corporation has not been required to perform on any financial guarantees during 2020 and 2019.
The Corporation has not incurred any losses on its commitments in 2020 and 2019.

Compensated Absences

Employees of the Corporation are entitled to paid vacation, paid sick days and personal days off,
depending on job classification, length of service and other factors. It is impracticable to estimate the
amount of compensation for future absences, and accordingly, no liability has been recorded in the
accompanying financial statements. The Corporation’s policy is to recognize the costs of compensated
absences when actually paid to employees.

Commitments and Contingent Liabilities

The Corporation is subject to claims and lawsuits which arise primarily in the ordinary course of
business. It is the opinion of management that the disposition or ultimate resolution of such claims and
lawsuits will not have a material adverse effect on the financial position of the Corporation.

Lines of Credit

The Corporation has established unsecured lines of credit in the amount of $4,300,000 at December 31,
2020 and 2019, for overnight purchase of federal funds. These lines may be cancelled without prior

notification. There were no outstanding balances on these lines of credit at December 31, 2020 and
2019.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
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DECEMBER 31, 2020 AND 2019

Concentration of Credit Risk

The Corporation maintains its cash accounts with several correspondent banks. Generally, accounts are
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per bank. At
December 31, 2020, uninsured deposits in other financial institutions totaled $17,042,112. Furthermore,
federal funds sold are essentially uncollateralized loans to other financial institutions. Management
regularly evaluates the credit risk associated with the counterparties to these transactions and believes
that the Corporation is not exposed to any significant credit risks on cash and cash equivalents.

The Corporation has credit risk exposure, including off-balance-sheet credit risk exposure, as disclosed
in Notes 4 and 9. Most of the Corporation’s business activity is with customers located in Wise County
and Parker County, Texas and the surrounding areas. Concentrations of credit by loan type are set forth
in Note 4.

Restriction on Dividends

In the ordinary course of business, the Corporation is dependent upon dividends from The Community
Bank to provide funds for the payment of dividends to shareholders and to provide for other cash
requirements. Banking regulations may limit the amount of dividends that may be paid. Approval by
regulatory authorities is required if the effect of dividends declared would cause the regulatory capital
of The Community Bank to fall below specified minimum levels.

Regulatory Capital

Banks are subject to various regulatory capital requirements administered by federal banking agencies.
Failure to meet minimum capital requirements can initiate certain mandatory (and possibly additional
discretionary) actions by regulators that, if undertaken, could have a direct material effect on the Bank’s
financial statements. Under the regulatory capital adequacy guidelines and the regulatory framework
for prompt corrective action, the Bank must meet specific capital adequacy guidelines that involve
quantitative measures of the Bank’s assets, liabilities, and certain off-balance-sheet items as calculated
under regulatory accounting practices. The Bank’s capital amounts and classification under the prompt
corrective action guidelines are also subject to qualitative judgments by the regulators about
components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain
minimum amounts and ratios (set forth in the table on page 28) of total and Tier 1 capital (as defined in
the regulations) to risk-weighted assets (as defined) and of Tier 1 capital (as defined) to average assets
(as defined). Management believes, as of December 31, 2020 and 2019, that the Bank met all capital
adequacy requirements to which it is subject.

In addition to these requirements, banking organizations must maintain a 2.50% capital conservation
buffer consisting of common Tier I equity, subject to a transition schedule with a full phase-in by 2019.
Effective January 1, 2019, the Bank was required to establish a capital conservation buffer of 2.50%,
increasing the minimum required total risk-based capital, Tier I risk-based and common equity Tier I
capital to risk-weighted assets it must maintain to avoid limits on capital distributions and certain bonus
payments to executive officers and similar employees.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Regulatory Capital, continued

The Bank’s Tier 1 capital consists of sharcholder’s equity excluding unrealized gains and losses on
securities available-for-sale.

During 2020, the Bank elected to adopt certain provisions of the Economic Growth, Regulatory Relief,
and Consumer Protection Act. The Bank met the eligibility requirements for the Community Bank
Leverage Ratio (CBLR), a special alternative capital framework available to banks holding less than
$10 billion in assets. As a result, the Bank was not subject to report the same ratios as it did in 2019.
As of December 31, 2020, the Bank’s CBLR was 9.86%. The required minimum ratio under this
provision was 9.0%; however, the CARES Act temporarily lowered the threshold to 8.0% through 2020
and 8.5% for calendar year 2021.

To be categorized as adequately capitalized in 2019, the Bank must maintain minimum common equity
risk-based, Tier I risk-based and Tier I leverage ratios as set forth in the table below. There are no
conditions or events since that notification that management believes have changed the Bank’s category.
As of December 31, 2020, the most recent notification from the FDIC categorized the Bank as well
capitalized under the regulatory framework for prompt corrective action.

Beginning January 1, 2015, community banking organizations became subject to a new regulatory rule
recently adopted by federal banking agencies (commonly referred to as Basel III). The new rule
establishes a new regulatory capital framework that incorporates revisions to the Basel capital
framework, strengthens the definition of regulatory capital, increases risk-based capital requirements,
and amends the methodologies for determining risk-weighted assets. These changes are expected to
increase the amount of capital required by community banking organizations. Basel III included a
multiyear transition period from January 1, 2015 through December 31, 2019 and is now fully in effect.

The Bank’s actual and required capital amounts and ratios as of December 31, 2019 were as follows
(dollars in thousands):

Required to be Well
Capitalized
Minimum Required for under the Prompt
Capital Corrective Action
Actual Adequacy Purposes Provisions
Amount Ratio Amount Ratio Amount Ratio
Total Risk-based Capital (to
Risk-weighted Assets) $ 11,173 1556% $ 5,743 8.00% $ 7,179 10.00%
Tier 1 Capital (to Risk-
weighted Assets) $ 10,564 1472% $ 4307 6.00% $§ 5743 8.00%
Common Equity Tier 1
Capital (to Risk-
weighted Assets) $ 10,564 14.72% $ 3,231 450% $ 4,666 6.50%
Leverage Capital (to
Adjusted Total Assets) $ 10,564 10.50% $ 4,025 4.00% $ 5,031 5.00%
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Stock Incentive Plan

In December 2007, the Board of Directors approved the adoption of the 2008 Stock Incentive Plan (the
Plan), whereby the Corporation may grant awards to employees and directors of shares of common
stock such as Incentive and Non-Qualified Stock Options. The Plan was effective on January 1, 2008.
The total number of shares of stock as to which options may be granted is 100,000 shares. The options
shall be granted at a price that shall not be less than 100% of the Fair Market Value on the date that such
Option is granted. The term of an Option shall be fixed by the Committee; provided however that for
any option to qualify as an SO, the Option shall expire not more than 10 years from the date the Option
is granted.

No options were issued or outstanding at December 31, 2020 or 2019.

Employee Benefit Plans

401(k) Plan

The Community Bank has a 401(k) profit sharing plan that covers employees age 18 and over.
Employees must be employed for three months in order to enter the Plan. The Plan provides for
“before-tax” employee contributions through salary reductions under Section 401(k) of the Internal
Revenue Code. An employer match of 3% was approved by the Board in April 2015. The Corporation
made matching 401(k) contributions of approximately $39,540 and $42,300 for the years ended
December 31, 2020 and 2019, respectively.

Salary Continuation Plan

During 2020, the Bank purchased single premium life insurance policies for a total cost of $2,250,000.
These policies are split between two insurance carriers, Massachusetts Mutual and Midland National
Life Insurance Company. The Bank is the beneficiary of these policies which insure the lives of
selected key officers. The total death benefit on these policies at December 31, 2020 is approximately
$9,426,000. The carrying amount of bank-owned life insurance at December 31, 2020 was $2,312,043.
Net earnings on bank-owned life insurance during 2020 were $62,043 and were recorded as non-interest
income.

The Bank purchased these life insurance policies to fund future obligations for, the newly adopted in
2020, Salary Continuation Plan, a nonqualified deferred compensation plan which provides death and
retirement benefits to certain officers. Benefits under the plan are payable over a 15-year period
following death or retirement. Upon disability prior to retirement, the officers are vested in the amount
accrued to that date. Upon termination prior to retirement, the officers are vested in a percentage of the
amount accrued to that date. Compensation of $87,506 was recorded for the year ended December 31,
2020. The Bank has recorded a liability for the Salary Continuation Plan obligations of $87,506 at
December 31, 2020, which is included in the balance of accrued expenses and other liabilities.
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Fair Value Measurements

The Corporation has adopted authoritative guidance issued by the FASB regarding fair value
measurements for financial assets and financial liabilities. The authoritative guidance defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles and
expands disclosures about fair value measurements.

The authoritative guidance issued by the FASB defines fair value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants. A fair
value measurement assumes that the transaction to sell the asset or transfer the liability occurs in the
principal market for the asset or liability or, in the absence of a principal market, the most advantageous
market for the asset or liability. The price in the principal (or most advantageous) market used to
measure the fair value of the asset or liability shall not be adjusted for transaction costs. An orderly
transaction is a transaction that assumes exposure to the market for a period prior to the measurement
date to allow for marketing activities that are usual and customary for transactions involving such assets
and liabilities; it is not a forced transaction. Market participants are buyers and sellers in the principal
market that are (i) independent, (ii) knowledgeable, (iii) able to transact and (iv) willing to transact.

The authoritative guidance issued by the FASB requires the use of valuation techniques that are
consistent with the market approach, the income approach and/or the cost approach. The market
approach uses prices and other relevant information generated by market transactions involving
identical or comparable assets and liabilities. The income approach uses valuation techniques to
convert future amounts, such as cash flows or earnings, to a single present amount on a discounted
basis. The cost approach is based on the amount that currently would be required to replace the service
capacity of an asset (replacement cost). Valuation techniques should be consistently applied. Inputs to
valuation techniques refer to the assumptions that market participants would use in pricing the asset or
liability. Inputs may be observable, meaning those that reflect the assumptions market participants
would use in pricing the asset or liability developed based on market data obtained from independent
sources, or unobservable, meaning those that reflect the reporting entity’s own assumptions about the
assumptions market participants would use in pricing the asset or liability developed based on the best
information available in the circumstances. In that regard, the authoritative guidance establishes a fair
value hierarchy for valuation inputs that gives the highest priority to quoted prices in active markets for
identical assets or liabilities and the lowest priority to unobservable inputs.

The fair value hierarchy is as follows:

e Level 1 Inputs: Unadjusted quoted prices in active markets for identical assets or liabilities
that the reporting entity has the ability to access at the measurement date.

e Level 2 Inputs: Inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly. These might include quoted prices for similar
assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities
in markets that are not active, inputs other than quoted prices that are observable for the asset
or liability (such as interest rates, volatilities, prepayment speeds, credit risks, etc.) or inputs
that are derived principally from or corroborated by market data by correlation or other
means.

e Level 3 Inputs: Unobservable inputs for determining the fair values of assets or liabilities
that reflect an entity’s own assumptions about the assumptions that market participants would
use in pricing the assets or liabilities.
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Fair Value Measurements, continued

A description of the valuation methodologies used for instruments measured at fair value, as well as the
general classification of such instruments pursuant to the valuation hierarchys, is set forth below.

In general, fair value is based upon quoted market prices, where available. If such quoted market prices
are not available, fair value is based upon internally developed models that primarily use, as inputs,
observable market-based parameters. Valuation adjustments may be made to ensure that financial
instruments are recorded at fair value. These adjustments may include amounts to reflect counterparty
credit quality and the Corporation’s creditworthiness, among other things, as well as unobservable
parameters. Any such valuation adjustments are applied consistently over time. The Corporation’s
valuation methodologies may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. While management believes the Corporation’s
valuation methodologies are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different estimate of fair value at the reporting date.

Securities Available-for-Sale: U.S. Treasury securities are reported at fair value utilizing Level 1
inputs. Other securities classified as available-for-sale are reported at fair value utilizing Level 2 inputs.
For these securities, the Corporation obtains fair value measurements from an independent pricing
service. The fair value measurements consider observable data that may include dealer quotes, market
spreads, cash flows, the U.S. Treasury yield curve, live trading levels, trade execution data, market
consensus prepayment speeds, credit information and the bond’s terms and conditions, among other
things.

Impaired Loans: Certain impaired loans are reported at the fair value of the underlying collateral if
repayment is expected solely from the collateral. Collateral values are estimated using Level 2 inputs
based on observable market data or Level 3 inputs based on customized discounting criteria.

Other Real Estate Owned: Other real estate owned represents foreclosed assets that are reported at the
fair value less estimated selling costs of the underlying property. The fair values are estimated using
Level 2 inputs based on observable market data or Level 3 inputs based on information obtained from
customized discounting criteria.
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Note 18 Fair Value Measurements, continued

The following table summarizes financial assets measured at fair value on a recurring basis as of
December 31, 2020 and 2019, segregated by the level of the valuation inputs within the fair value
hierarchy utilized to measure the fair value. At December 31, 2020 and 2019, there were no financial
liabilities measured at fair value on a recurring basis.

December 31, 2020:
Available-for-Sale

Obligations of states and political

Level 1
Inputs

Level 2
Inputs

Level 3
Inputs

Total
Fair Value

subdivisions — tax exempt - $ 8,129,422 - $ 8,129,422
Obligations of states and political

subdivisions — taxable - 3,323,241 - 3,323,241
U.S. Government agencies and

corporations - 933,289 - 933,289
U.S. Government agency mortgage-

backed securities - 4,895,989 - 4,895,989

Totals - $17,281,941 - $17,281,941
December 31, 2019:

Available-for-Sale

Obligations of states and political
subdivisions — tax exempt

Obligations of states and political

$ 5,493,412

$ 5,493,412

subdivisions — taxable - 997,445 - 997,445
U.S. Government agencies and
corporations - 920,489 - 920,489
U.S. Government agency mortgage-
backed securities - 3,367,543 - 3,367,543
Totals - $10,778,889 - $10,778,889
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Fair Value Measurements, continued

Certain financial assets are measured at fair value on a non-recurring basis; that is, the instruments are
not measured at fair value on an ongoing basis but are subject to fair value adjustments in certain
circumstances (for example, when there is evidence of impairment). Financial assets measured at fair
value on a non-recurring basis include certain impaired loans reported at the fair value of the underlying
collateral if repayment is expected solely from the collateral. Collateral values are estimated using
Level 2 inputs based on observable market data or Level 3 inputs based on customized discounting
criteria.

The following table summarizes financial assets measured at fair value on a non-recurring basis as of
December 31, 2020 and 2019, segregated by the level of the valuation inputs within the fair value
hierarchy utilized to measure the fair value:

Level 1 Level 2 Level 3 Total
Inputs Inputs Inputs Fair Value
December 31, 2020:
Impaired loans $ - $ 42,597 $ - $ 42,597
Less specific valuation allowance
for possible loan losses - (8,753) - (8,753)
Impaired loans, net $ - $ 33844 § - $ 33,844
December 31, 2019:
Impaired loans $ - $ 25533  § - $ 25,533
Less specific valuation allowance
for possible loan losses - - - -
Impaired loans, net $ - $ 25533 $ - $ 25,533

Certain nonfinancial assets are measured at fair value on a non-recurring basis. Nonfinancial assets
measured at fair value on a non-recurring basis include other real estate owned which, upon initial
recognition, were remeasured and reported at fair value through a charge-off to the allowance for loan
losses and certain other real estate owned, which subsequent to their initial recognition, were
remeasured at fair value through a writedown included in other non-interest expense. The fair value of
other real estate owned is estimated using Level 2 inputs based on observable market data or Level 3
inputs based on customized discounting criteria.

At December 31, 2020 and 2019, the Corporation had no foreclosed property.
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COMMUNITY BANCSHARES, INC. AND SUBSIDIARY
CONSOLIDATING BALANCE SHEET

ASSETS

Cash and due from banks
Interest-bearing deposits

at other financial institutions
Federal funds sold

Total cash and cash equivalents
Investment securities
Loans, net of allowance for loan losses
Bank premises and equipment, net
Investment in subsidiary
Accrued interest receivable
Bank-owned life insurance
Federal income tax receivable
Other assets

Total Assets

LIABILITIES
Deposits:
Non-interest-bearing
Interest-bearing

Total deposits

Other liabilities:
Accrued interest payable
Deferred income tax liability, net
Accrued expenses and other liabilities
Total other liabilities

Total Liabilities

SHAREHOLDERS' EQUITY
Common stock, par value $.01 per share:
Authorized - 2,000,000 shares
Issued and outstanding - 864,847 shares
Capital surplus
Retained earnings
Accumulated other comprehensive income, net

Total Shareholders' Equity

Total Liabilities and Shareholders' Equity

DECEMBER 31, 2020
COMMUNITY THE
BANCSHARES COMMUNITY
INC. BANK ELIMINATIONS  CONSOLIDATED
$ 128,400 $ 16,524,280 $ (128,400)  $ 16,524,280
. 2,028,671 . 2,028,671
- 100,000 - 100,000
128,400 18,652,951 (128,400) 18,652,951
. 17,281,941 . 17,281,941
- 77,654,956 . 77,654,956
. 5,150,581 . 5,150,581
11,932,411 . (11,932,411) .
. 435,968 . 435,968
. 2,312,043 2,312,043
. 3,354 . 3,354
- 41,397 - 41,397
$ 12,060,811 $ 121,533,191 $  (12,060.811) § 121,533,191
$ - $ 31,823,630 $ (128,400)  $ 31,695,230
- 77,480,187 - 77,480,187
- 109,303,817 (128,400) 109,175,417
- 20,599 - 20,599
- 142,002 - 142,002
- 134,362 - 134,362
- 296,963 - 296,963
- 109,600,780 (128,400) 109,472,380
8,648 3,000,000 (3,000,000) 8,648
8,941,977 5,822,225 (5,822,225) 8,941,977
2,727,011 2,727,011 (2,727,011) 2,727,011
383,175 383,175 (383,175) 383,175
12,060,811 11,932,411 (11,932,411) 12,060,811

$ 12,060,811

$ 121,533,191

$  (12,060,811)

$ 121,533,191

See Independent Auditor's Report.
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CONSOLIDATING STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2020

COMMUNITY BANCSHARES, INC. AND SUBSIDIARY

COMMUNITY THE
BANCSHARES COMMUNITY
INC. BANK ELIMINATIONS CONSOLIDATED
Interest income
Loans, including fees $ - $ 4,668,547 $ - $ 4,668,547
Investments - 301,193 - 301,193
Federal funds sold and interest-bearing
deposits - 26,759 - 26,759
Total interest income - 4,996,499 - 4,996,499
Interest expense on deposits - 711,637 - 711,637
Net interest income - 4,284,862 - 4,284,862
Provision for loan losses - 91,500 - 91,500
Net interest income after
provision for loan losses - 4,193,362 - 4,193,362
Non-interest income
Service charges on deposit accounts - 214,993 - 214,993
Visa interchange fees - 383,298 - 383,298
Net gain on sales of investment securities - 82,107 - 82,107
Gain on disposals of bank premises and equipment - 5,767 - 5,767
Net earnings on bank-owned life insurance - 62,043 - 62,043
Correspondent bank earnings credit - 1,939 - 1,939
Undistributed earnings of subsidiary 985,562 - (985,562) -
Other non-interest income - 2,101 - 2,101
Total non-interest income 985,562 752,248 (985,562) 752,248
Non-interest expense
Salaries and employee benefits - 2,126,464 - 2,126,464
Occupancy expense - 472,526 - 472,526
Data processing - 338,492 - 338,492
Director fees - 206,800 - 206,800
FDIC assessment - 57,950 - 57,950
Legal and professional - 88,131 - 88,131
Other non-interest expense - 467,921 - 467,921
Total non-interest expense - 3,758,284 - 3,758,284
Income before federal income tax 985,562 1,187,326 (985,562) 1,187,326
Federal income tax - 201,764 - 201,764
Net Income $ 985,562 $ 985,562 $ (985,562) $ 985,562

See Independent Auditor's Report.
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