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2E Annual Report of Holding Companies—FR Y-

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

This Report is required by law: Seclion 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 Inlemational Banking Act (12 U.S.C. 5§ 3106{z)
and 3108(a)); sections 11(a)(1), 25, and 25A of the Fodarsl
Reserve Act (12 U.5.C. 8§ 248(a)(1), 602, and 611a); and sec-
tions 113, 165, 312, 618, and B09 of the Dodd-Frank Act (12U.8.C,
§§ 5361, 5365, 5412, 1850a(c){1), and 5468(b)(1)). Retum 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, top-tler savings and loan holding eompanies, and U.S. Inter-
mediate holding companies organized under U.5. law, and by
any foreign banking organization that does not meet the require-
ments of and is not treated as a qualifying foreign banking orga-
nizafion 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-
50r, and an organization (or a person} Is not required to respond
to, an information collection unless it displays a currently valid
OMB contral number.,

NOTE: The Annual Report of Holding Companies must be signad by
ong director of the top<iar hoiding campany. This individua) shauid
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 senjor officlal and is also a director, the chairman of the board must
sign the report. If the holding company is an ESOP/ESOT formed 25
a8 comoration or is an LLC, see the General Instructions for the
authorized individual who must sign the report.

LANDREW LITTLEJOHN

Name of the Holding Company Director 2nd Oficial

SECRETARY

“Titfe of the Halding Gompany Diractor and Official .
attest that the Annual Report of Holding Companies {including
the supporling attachments) for this report date has besn pre-
pared In conformance with ihe Instructions issued by the Federal
Reserve System and are true and comect to the best of my
knowledge and belief.

With respect to information regarding individuals contained in this
r2port, the Reporter certifies that if has the authority o provide this
information to the Federsl Reserve. The Reporter also vertifies
that it has the authority, an behaif of each individual, fo consent or
ohiect to public release of informstion regarding that individual,
The Federal Reserve mey assume, in the ahsence of g request for
confidential treatment sppmitted in accordance with the Board's
"Rules Regarding Avar]gbg{iiy of Informalion,” 12 C.FR. Pari 281,
that the Reporter and malvidual consent to public relesse of all
defails in the repoit-Ge) ifg thalindividual,
[

M

Sigrature of Holding Company DirectSand Qfficlal
02/15/2017

Dale of Signature

Date of Report (top-tier holding cempany's fiscal year-end);

December 31, 2016
Month f Day f Year

N/A
Reporter's Legal Enlity ldentifier {LE)) (30-Characler LEI Code)

Reporter's Narme, Straet, and Mailing Address

CNB FINANCIAL CORPORATION, INC
Legal Titl= of Holding Cormipany

P.0. BOX 1099

{Mziling Address of the Holding Company) Street / P.O. Bex
TAYLOR TX 76574
City Stala Zip Code

116 WEST THIRD ST. TAYLOR, TX 78574

Physical { eealion (if different from malling address}

Person to whom questions about this report should be directad:
CHRIS MIKULENCAK TREASURER

Name Tilla
512-671-2289

Area Code / Phone Number / Extension
512-352-8918

Area Code / FAX Number
CHRISM@CNBT.COM

E-mall Address

WWW.CNBT.COM

Address (URL) for the Holding Company's web page

For holding companies not registered with the SEC—
Indicate stalus of Annual Report to Shareholders:
[X] is included with the FR Y-6 report
will be: sent under separate cover
T is not nrepared

For Federal Reserve Bank Use Only

RSEDID
C.L

15 confidential treatment requested for any portion  [0=No
of this report SUbISSIONT...cuveue.vvan.o s 1=Yes| ¢

In accordance with the General Instructions for this report
(check oniy one),

1. a latter justifying this request is being provided alony

WIth the [P0 weveeett et D
2. a letter justifying this raquest has been provided
SEPAFEEN. cve s e .1

NOTE: Information for which confidential treatment (s being
requestzd must be provided separaizly and Izbeled

as "corfidential.” 1

Publle rzporing burden far this Infermation callection is estimated ia vary from 1.3 to 101 hours per respense, with an avemigs of 5.58 hours per response, Inchuding fime to gather and
malntain data in the required form and ta review Instruclions and camplele tha information collection. Szrd commants reganrding this burden estimata o any olher aspect of this callecﬂon of

12/2016



AMENDED

ANNUAL REPORT OF BANK HOLBING COMPANY
{NB FINANCIAL CORPORATION, INC.
FR Y-6 - CLOSE OF BUSINESS 12-31-16

Report Item Ia: None - Not registered with the Securities and Exchange Commission.

Report Ttem 1b: Shareholders are mailed audited consolidated financial statements.

Aundited financial statements for year ending 12-31-18 from our audit firm —
Hamby & Hengeli LLC, San Angelo, TX.

Report Item 2: Organizational Chart - CNB Financial Corp., Inc.

Taylor, TX. {Incorporated in Fexas)
LEL: N/A

GSM Insurors of Taylor LLC — 40% (HC is non-managing)
Taylor, TX (Formed in Texas)
LEEN/A

CNB Financial Statutory Trust 11 — 100%
Taylor, TX {Formed in Delaware)
LEL N/A

The City National Bank of Taylor, — 100%
Taylor, TX (Formed in Texas)
LEL N/A

Report Item 2b: Copy attached

Report Item 3 {1): Shareholders with 5% or more stock are as follows: - see attached

Trustees for Martha Kathryn Griffith 2012 Trust - Edward C. Griffith Jr (Trustee)

- Ann Griffith Hughes  (Trustee)
- Molly Griffith Graham {Trustee}

Report Ttem 3 (2): N/A

Report ltem 4:  See pages attached titled “Insiders™.
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REPORT ITEM 3(1): shareholders with 5% or more stock are as follows:

NAME CITY & STATE COUNTRY SHARES PERCENTAGE
GRIFFITH FAMILY 1,839 65.16%
Ed Griffith (Father) Taylor, TX 76574  USA 290 10.28%
Martha Griffith {(Mother) Taylor, TX 76574 USA 97 3.44%

Edward Griffith Jr (Son) Taylor, TX 76574 USA 261 9.25%

Elizabeth M. Griffith Taylor, TX 76574 USA 8 .28%

Edward Clark Griffith Il Taylor, TX 76574 USA 33 1.17%
William Reese Griffith Taylor, TX 76574 USA 33 1.17%
Anna Cathryn Griffith Taylor, TX 76574 USA 33 1.17%

Ann Hughes (Daughter) Taylor, TX 76574 USA 247 8.75%

Louis Hughes Taylor, TX 76574 USA = 20 - 71%

Jane Ann Hughes Taylor, TX 76574 USA 27 .96%
Martha E. Hughes Taylor, TX 76574 USA 27 .96%
William Louis Hughes Taylor, TX 76574 USA 27 .86%
Molly Graham {Daughter) Dallas, TX 75214 USA 247 8.75%
Andrew Graham Dallas, TX 75214 USA 8 .28%
Andrew Graham Jr Dallas, TX 75214 USA 24 .85%
Edward G. Graham Dallas, TX 75214 USA 24 .85%
Margaret M. Graham Dallas, TX 75214 USA 24 .85%
Mariha K, Griffith (Daughter) Taylor, TX 76574 USA 239 8.47%
Martha K. Griffith Trust Taylor, TX 76574 USA 170 6.02%



Raptirt ltem 4: inslders
{1Ma)ibye) end {2¥aH b}

Farm FR Y&

CNB FINANCIAL CORPORATION, INC.
TAYLOR, TX
Fissal Year Ending December 3, 2016

1)

Names & Addrass Qceupatton §f othar Title & Foslilon

&)

Princlpal

{30}

{3}(0} {3He)

Titte & Poslilan
Tilla & Positicn  with Other
with Bubsidiasles  Businesses

{4t {alb) {#(c)

Lis! nemas of ather
companles
{includas
partnoerships) i
25% or more of
voling securitles
zra held {tist
Parcentagoe of names of
Porcontage of  Voling Securilles campanles and
Voting Securitios In Subsidiaries  paecentagn of

{City, Siate, than with holding  with holding {inclucte nemes of  {Includo names of  in halding {include names  vating seeurilles
Country) company company subsidiaries) other businesses) company of subsiflarfes}  held}
ANDREW
GRAHAM LAWYER NiA Nis PARTNER D.28% NIA NIA
TAYLOR, TX JACKSON
WALKER LLP

usA



Form FRY-E

NB FINANCIAL COQRPCRATION, ING,
TAYLOR, TX
Flacat Year Ending Decambar 31, 2046

Repoert Kem 4 Inslders

{1}{a)bMe) and (2Ha)bjic)

i {2 {3)(2) {3)) {3i[c} (4}t (Al {alich

List names of other
campanles
{inslutles
partnershlps) if
25% or mora of
votlng sacuritles

are helg (List
Titia & Pesitler Percentage af natnes of
Principal Title & Posltion with Other Fercontage of Voting Securites  companias and
Nanes & Address  Occupation B othar  Title & Posilion with Subaidiaries  Businesses Voling Speuritios In Subsidlares  parcentoas of
{City, State, than with holding  wilh holding {intlude names of (includs names of  in holdlng {incfude names  veting sscurliles
Courtbry) stmpany company subsidleries) other businesses)  company of subsidiates)  held)
ANDREW
GRAHAM JR STUDENT WA NIA NiA 0.85% NIA WA
TAYLOR, TA

usa



Fonn FRY-S

CNB FINANCIAL CORPORATION, INC,
TAYLOR, TX
Fiscol Yoar Ending December 31, 2046

Repart 1fem 4: nslders

[1}a¥bie) and {2){alb)c)

{1} ] (3)a) (=i 3l (4ia} {axoy ey

List pames af other
companies
{Includes
partnerships) if
25% or mure of
voling secutitias

are held [List
Title & Pesitior Parceotage of anmoes of
Principal Title & Pesitlon  with Other Porcentage of  Violing Secuiitiza zompanles and
Hames B Address  Qooupation i ather Title & Posliion  wilth Subsidlardes  Businesses Voiing Socurities In Subsidiaries  percontage of
{Cliy, Siate, than with holding  with holding finctude rames of {inclueds names of e haolding {include names  vollng securitles
Countey) company company suhslidiaries) other busineases) company of subsidiarias)  held)
THE CITY
ANDREW NATIONAL BANK
LITTLEIOHN BANKER SECRETARY OF TAYLGR NA 2.37% WA NIA
TAYLOR, TX DIRECTOR PRESIENT

UsA



Hopart ttam 4; Insiders

($)aHbYc} and [2Haib)(e)

Form FR Y-8

CNB FINANCIAL CORPORATION, INC,
TAYLOR, TA
Fiscal Year Ending Becember 31, 2016

(1) {2 {3ita} {3b) {3)fc} {a) {alin) {4}l
List nzmes of other
companios
{includes
purtnerships) if
25% or moro of
voling securilias
ara held (List
Title & Pasitlon Percentageof  asmios of
Principal Tite & Position with Other Pereentage of Voting Securitles cempanies and
Memes & Address  Ocupation if other TTHe & Posilion  with Subsidiaries  Businesses Vating Securities in Subsidiaries  persentnge of
{City, Stale, thon with liolding  with holding {fincisde numes of  {inelude nomes of s holding {clude names  vollng securities
Cauniry) company company subsidlares) other businesses} company of subsidiarles)  held)
ANN B, HUGHES  HOMEMAKER MIA NA NiA 8.75% NiA WA
TAYLOR, TX
Usa
*MARTHA I 8.02%
GRIFFITH TRUST-

COTRUSTEE"



Roport item 4; Insiders
{1)aybie) and (2Hakbic)

Form FRY-E

CNB FINANCIAL CORPORATION, INC,

TAYLOR, TX
Flzee! Year Endlng Decomber 31, 2016

n @ (3Ha) {3} {3 {4tta) {4)tn) {9)ich
List names of pthor
tompanies
{ineludes
partrerships)ir
25% or mora of
vating stcurities
are held {List
Tits & Position Percentage af namas of
Pilnclpat Tille & Position with Cthar Paorcentagu of  Voting Securities companios and
Names & Address  Oceepallon Hother Titlo & Posltion  with Subsidiares  Businesses Voling Socurliles [n Subsldlaries  percentaga of
{City, State, than with holding  with holding {lncluta rames o {fnelude nemes of  in bolding {includa names  vollog secwsitles
Couniry} comparny company subsidlaries) other businesses)  company of subsidiaries}  held)
ANNA G. GRIFFITH STUDENT NIA NIA NIA 1.17% NA N/A

TAYLOR. TX
UsA



Repart lem 4: Insldars

{1¥aibie) and (2Y=)bYe)

Form FRY.&

CNB FINANCIAL CORPORATION, INC.
TAYLOR, TX
Flscal Yeer Ending Decembar 34, 2046

gh t2) {3)a} [3)w) (3He} )=} {41t} (4)c}
List nomes of other
companles
{includes
pannerships} i
25% or more of
vollng secusitios
zro hald {List
Title & Pesiion Percentagaof  names of
Principot Tille & Position  with Other Percentagesf  Voling Secusitfes companies and
Hames & Address Occupation If other Titls & Position  with Subsidiaries  Businosses Voting Seciritles In Subsidlaries  porcedoge of
{Gity, State, than with holding  with helding {include mames of {iaclude names of ia holding {include names  voling scourities
Country) company company subaldlaries) clher huslneases) compony of subsidiaries)  bald}
EOWARD C. CHAIRMAN OF
GRIFFTTH BANKER BOARD CEQ HIA 10.268% N/A WA
TAYLOR, TR DIRECTCR THE CITY
NATICNAL BANK
QF TAYLDR

USsA



AMENDED

Form FR Y6

CGNB FINANCIAL CORPORATION, [NC.
TAYLOR, TX
Fiscal Year Ending December 31, 2016

Repartitem 4: Insiders
{1)(=)(b)c) ard (2)a)bilc)

(1} 2} (3)(a (3o} {3)c} (43a) (4)b) {4l

List names of other
companies
{includes
partnerships) if
5% or mare of

vating securities
are held (List
Title & Position Parcontageof  names of
Principal Titte & Position  with Other Percentageof  Votlng Securities ¢compankes and
MNames & Address Occoupallon If other Tiiz & Posgtion  with Subskiiarias Businesses Valing Secutities in Subsidiaries  percentage of
{City, State, than wih holding  with holding {include names of {includenames of in holding {include names  vating securlties
Country} comaany company subsidiaries) otharbusioessas} company of subsidiaries) hetd)
EDWARD C,
GRIFFITH JR. BANKER DRECTOR EXECUTIVE VP NIA 9.25% N/A NfA
TAYLOR, TX The City National
Barnkof Taykr
usa
“"MARTHA K. 6.02%
GRIFFITH TRUST-

COYRUSTEE"




Roport ftem 4: inslders

£1}a)blie) mnd (21 aitblic)

Farn FR Y-

CHB FINANCIAL QORPORATICH, INC.
TAYLOR, TX
Fiscal Year Ending December 31, 2018

(4} {2} (3] (A0} {3jis) {dHia} {4th) {d)ic}
List names of sthar
camponies
{Includes
partaerships) If
25% or mors of
votlng securities
ara held {List
Titta & Pesition Pareonlage of namas of
Principal Tilla & Pasitien with Other Perooatage of  Voting Secusitles companies and
Names & Address Oczcupationifother Tile & Poslion  with Subsidlaries Businasses Voling Securities In Subskdladas parcentage of
{Clty, Stalz, than with holding  with haldlng {include names of {Include names of b holding {Include names veling securitios
Country) company cRmpany subsidiarips} other businesses) company of subsidlarips) haid)
EOWARD C.
GRIEFITH I STUCENT NIA NA A 1.17% NiA NiA
TAYLOR, TX

Lusa



Form PR Y-5

CHE FINANCIAL CORPORATION, INC.
TAYLOR, TX
Fiscal Year Ending Decembor 31, 2016

Report Hem 4: Insiders
{1)a}blc) and {2¥a)b){c)

(1) {2) (3i(a) {3){b} {3)ic} {4)=) {a)ib} [4){c)
List namas of ather
compains
{includes
partnorships} i
25% or more of
voling securilies
are held (List
Tille & Positlon Percantaga of names of
Princlpat Tiia & Positien with Other Parcantage of Voling Seeusities sompanies and
Nomes & Address  Occupatlon #other Title & Posliion with SubsidipHes  Businesses Vuoling Secustles in Subsidiaries prcentogn of
{City, Stata, than with holding ~ with holding fincivde names of  {includs names of  In holding {farlude names voling soousitlag
Country) company company subsldiarios) ather businesses) compeny of subsidiaries}  hai)
EDWARD G,
GRAHAM STUDENT N/A NIA WA 0.B5% Nia N/A
TAYLOR, TX

Usa



Fom FR Y5

CNE FINANCLAL CORPORATION, iNC,
TAYLOR, T
Fiscal Yaar Ending Dacomber 34, 2816

Report Hem 4: Insiders
{1)Malibitec) and (2}a)bic)

{13 {2) {3){a} {31(b} {3)e} (4=} {a){b} (#)ic}
List mames of other
companies
{Inciudas
Partnerships) IF
% Or morn of
voling securitles
ara held (List
Tle & Positlon Porcontage of names of
Princlpal Titla & Pasltion wilh Qther Ferestage of  Voiing Securitips companies and
Names & Addrass  Oceupatlon If sthor Title & Posltion with Subshdiaries  Buslnesses Voling Securitles in Subsidiarles prrzentags of
{Clty, Statp, than with holding  wilh holding fincludz nomas of  (Include mames of  in holding {includa names voling securiljes
Country} carmpany company subsiditrios} other businesses)  company u!subsidlar{es) held}
ELIZABETH
GRIFFITH HOMEMAKER MNiA NIA NIA 028% mip N/A
TAYLOR, TX

LISA



Form FR Y-6

CHNEB FINANGIAL CORPORATION, INC.
TAYLOR, TX
Fiscal Yaar Ending December 31, 2016

Report item 4: insiders
{1}{a)ibi(c} and {3)(2)BD)(c)

{n el 3)i=) {3)b) {3Ke) {4} 14)ib) {4){e)

List names of other
campanies
{includes
partnerships) if

% or more of
voling securities
are held {List

Title & Paslilen Percentase of  names of
Principa) Title & Posltion  with Glher Percentagerof  Votng Securitles coimpanles and
Names B Address Oecupation if other Tile & Position  with Subsidiaries  Businessss Vaotlng Securitles In Subsidiaries parcenlage of
[Clty, Stale, than with halding  with holding {include names of {Includs namas of in halding {include names  voting secusities
Caountry} compasty company subsidiarizs) other businesses) tompany of subsidiarles)  held)
JANE A, HUGHES STUDENT MIA NIA MA 0.85% NIA NIA

TAYLOR, TX
usa



AMENDED

Form FR Y-6

CNB FINANCIAL CGRPORATION, INC.
TAYLOR, TX
Fiscal Year Ending December 31, 2015

Report item 4; Insiders
(1)a){bfe) and (2){a)b)c)

] (2) (3)(a) {3e} {3xe) (4a) (4)(b) (4)(c)

List names of cther
companies
{includes
nartnerships) if
25% or more of
voling securities

are held {List
Title & Position Percentage of  names of

Principal Title & Position  with Other Percentage of  Voling Securities companies and
Names & Address Occugpation if other Titie & Position  with Subsidiaries Businesses Voting Securities in Subsidiaries percentage of
{City, Stats, than with holding  with holding {Intlude names of {include names of in holding {include names  voting secutities
Country) company company subsidiaries) other businesses) company of subsidiaries)  heid)

RETIRED

GASOLINE

WHOLESALER/
H. MARK LINDELL RETAILER DIRECTOR NiA N/A 1.35% NA N/A

TAYLOR, TX
usa



Form FR Y-6

CNB FINANCIAL CORPORATION, INC.
TAYLOR, TX
Fiseal Yeor Ending Becember 31, 2045

Report tem 4; Insiders

{2 btc) and (2Nalblc)

{1 2 (3Ma) {(3(k} {3)i=) {4}{a} {3Hb) {h{e}

List nomes of othar
compasnles
{incltdes
parinarships) I

" or mara of
voling securilies

are held {List
Tille & Posltion Percentoge of fiames of
Frinclpal Titte & Pasllion with Oiher Percentage of Voting Securities companias aned
Names & Address  Qccupalion [f other Tile & Positlon wilh Subsidl fon  Busi Valing Socwrities In Subsidlarios porcentags of
{City, Stata, than with holding  with helting {include ramos of [include namos of I holding finclude numas voting securitins
Country) company company subsfdinrlas) other businesses) company of subs(diarias) held)
FIMANCIAL
LOUIS HUGHES  ADVISOR DIRECTOR NiA NIA O.71% N/A N/A

TAYLOR, TX
UsA



Form FRY-§

CRE FNANCIAL CORPORATION, INC.
TAYLOR, TX
Fiseal Year Ending Docembar 31, 2H6

Repart lam 4: Insidoss
J1}a¥bie) and (2)4aKb)c)

£} {2 (3)ta) (3B} {3}e} {412 {4)ib) {4)is)

List names of olher
companios
(includas
partnerships) i
25% or morg of
vollng secusllies

are heald (List
Tille & Position Pereentage of names of
Principal Title & Positlon with Othar Porcentagrof  Volng Sccuriting comparties and
Names & Address  Otcupation if other Tilla & Pesition  with Subsidinries  Businesses Voling Securities In Subsidaries poreantage of
{City, State, than with heldlng  with holding {Include names of {inslude nomes of in bsiding {Include ntamas voling securitfes
Country) company company subsidfaries) cther businesses) company of subsldlarias) helt)
JAMES MAREK BANKER CIRECTOR VBOPERATIONS NA .57 W/A NI
TAYLOR, TX THE CITY
NATIONAL BANK
OF TAYLOR

Usa



Form FRY-6

CGNE FINANCIAL CORPORATION, ING.
TAYLOR, TR
Flsezl Year Ending December 34, 3016

Rapart item 4: Insidors
{1)e)biic) and [2Haybc)
(%} {2 {3)la) {2)(b) {3Hc} {9)() {4)im} (#)ic}
List names of othor
companies
{includes
partnerships) If
R5% or mora of
voling socusilies
are hold (List
Tilia & Posillen Percentoga of names of
Prineipal Tilig & Posilon wilh Other Ferconlige of Voting Securities companies and
Nomes & Address  Qccupation [fothor Tile & Position  with Subisidlades  Businosses Vating Sqcuriifes In Subsidiaries percentage of
{City, Stata, than with holding  with holding finclude names of  {Include names of  In holding {include names vallng securliins
Baountry) cempany campany subsidlarles} olhier businessos) company of subsidiorins) hald)
MARGARET M.
GRAHAM STUDENT N/A NIA Nia DA% NA N/A
TAYLOR, TX

UsA



AMENDED

Form FRY-6

CNBE FINANCIAL CORPORATION, INC.
TAYLOR, TX
Fiscal Year Ending December 341, 2046

Raport Item 4: Insidars
{1{a)blc) and {2)(a){b)c)

) 2 (3)(2) {34b) {3)c) {4)a) ()b} {4)e)
List names of other
companles
{includes
parinerships} if
25% or moro af
vating securities
are hefd {List
Title & Position Percentage of names of
Principat Tifle & Position with Other Percentage of  Voting Securities companies and
Names & Address Occupation if other Title & Position  with Subsidiaries  Businesses Voting Securitles in Subsidiaries  percentage of
{City, State, than with holding ~ with holding (include names of (include namas of in holding (Include names  vating securities
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INDEPENDENT AUDITOR®S REPORT

Board of Directors
CNB Financial Corporation, Inc.
Taylor, Texas

We have audited the accompanying consolidated financial statements of CNB Financial Corporation, Inc. and
Subsidiary which are comprised of the consolidated balance sheets as of December 31, 2016 and 2015, and the
related consolidated statements of income, comprehensive income, changes in stockholders’ equity and cash
flows for the years then ended, and the related notes to the consolidated financial statements,

Management’s Responsibility for the Consolidated Financial Statements

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

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of CNB Financial Corporation, Inc. and Subsidiary as of December 31, 2016 and 2015 and the
results of their operations and their cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

San Angelo, Texas
February 8, 2017
Certified Public Accountants E !

2909 Sherwood Way, Suite 204, San Angelo, TX 76901
325.949.2567 | www.HambyHengeli.com




CNB FINANCIAL CORPORATION, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

ASSETS

Cash and cash equivalents
Federal funds sold
Cash and cash equivalents

Securities available for sale

Nonmarketable equity securities

Investment in CNB Financial Corporation Statutory Trust I1
Loans, net

Premises and equipment, net

Foreclosed real estate

Accrued interest receivable

Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Deposits
Noninterest-bearing
Interest-bearing
T otal depaosits

Federal funds purchased
Advances from Federal Home Loan Bank
Subordinated debentures
Accrued interest payable
Other liabilities
Total labilities

Commitments (Note K)
Stockholders' equity

Common stock - 1,000,000 shares, $1 par value stock authorized:

8,000 shares issued.
Surplus

Treasury stock, at cost (2016-5,178 shares; 2015-5,178 shares)

Retained earnings
Accumuiated other comprehensive loss
Total stockholders' equity

2

December 31,

2016 2015
5 4,220,301 & 10,059,876
- 8,711,000
4,220,301 18,770,876
72,136,044 68,782,208
64,702 64,702
155,000 155,000
116,401,977 111,916,992
2,008,808 2,021,667
64,552 138,152
860,588 862,333
940 046 858,727

$ 196,861,018

3 203,600,747

3 40,712,646

$ 44,128,996

132,429,662 135,360,743
173,142,308 179,489,739
500,000 -
101,735 158,230
5,155,000 5,155,000
34,363 36,402
169,968 206,347
179,103,374 185,045,718
8,000 8,000
5,521,961 5,521,961
(10,500,404) (10,900,404)
24,821,105 24,330,096
(1,693,018) (404.624)
17,757,644 18,555,029

¥ 196.861,018

§ 203,600,747

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



CNB FINANCIAL CORPORATION, INC. AND SUBSIDIARY

CONSOLIDATED INCOME STATEMENTS

Interest income
Loans, including fees
Debt securities
Taxable
Tax-exempt
Other interest and dividends
Total mterest income

Interest expense
Deposits
Borrowed funds and other
Total interest expense

Provision for loan losses
Net interest income after provision for loan losses

Noninterest income
Service charges on deposit accounts
Net gain on sale of securities !
Other income
Total noninterest income

Noninterest expense
Salaries and employee benefits
Occupancy and equipment
Data processing
Regulatory fees and assessmenis
Other general and administrative
Total noninterest expense

NET INCOME

Years ended December 31,

2016 2015
$ 6,088,168 § 5648,751
698,507 743,575
350,491 571,936
30,219 15,262
7,167,385 6,979,524
630,569 717,362
119,246 103,836
749,815 821,198
150,000 338,000
6,267,570 5,820,326
1,382,661 1,322,038
160,792 380,657
399,371 418,405
1,942,824 2,121,100
3,610,149 3,351,171
572,521 681,323
573,718 538,705
176,610 215,350
1,640,793 1,700,001
6,573,791 6,486,550
1,636,603 3 1,454876

' Net gain on sale of securities includes $160,792 and $380,657 accumulated other comprehensive income

reclassifications for unrealized net gains on available for sale securities for 2016 and 2015, respectively.

The accompanying notes are an integral part of these consolidated statements.
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CNB FINANCIAL CORPORATION, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years ended December 31,

2016 2015
Net income $ 1,636,603 3 1,454,876
Other comprehensive loss
Gross unrealized gains (losses) on securities available for sale {1,127,602) 379,553
Reclassification adjustment for gams realized in net income £160,792) (380,657)
Total other comprehensive loss {1,288,354) {1.102)
TOTAL OTHER COMPREHENSIVE INCOME 3 348,209 3 1453774

The accompanying notes are an integral part of these consolidated statements,
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CNBFINANCIAL CORPORATION, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS? EQUITY
Years Ended December 31, 2016 and 2015

Balance at December 31, 2014
Net income

Purchase of treasury stock
Other comprehensive loss
Cash dividends paid

Balance at December 31, 2015
Net income

Purchase of treasury stock
Other comprehensive loss
Cash dividends paid

Balance at December 31, 2016

Accumulated
Other

Common Treasury Retained Comprehensive
Stock Surplus Stock Eamings Income (Loss) Total
$ 8,000 55,521,961 $(10,667,385) $23.970.366 §  (403522) § 18,429,420
- - - 1,454,876 - 1,454,876
- - {233,019 - - {233,019
- - - (1,102) (1,102)
- - - (1,095.146) - (1,095, 146)
8,600 3,521,961 {10,500,404) 24,330,096 (404,624) 18,555,029
- - - 1,636,603 - 1,636,603
- - - - (1,288,394) (1,288.394)
- - - (1,145,594) - (1,145 594)
§ 8,000 $5,521,961 $(10.900,404) $34.821,105 § (1.693.018) % 17.757.644

The accompanying notes are an integral part of these consolidated statements.
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CNB FINANCIAL CORPORATION, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31,

2016 2015
Cash flows from operating activities
Net income 5 1,636,603 $ 1454876
Adjustments to reconcile net income to cash provided by operating activities
Net amortization of premium on investment securities 1,290,248 1,423,491
Gain on sale of investment securities (160,792) (380.657)
Provision for loan losses 150,000 338,000
Deprecistion and amortization expense 310,907 413,155
Gain on disposition of premises and equipment - (1,025}
Loss on sale of foreclosed real estate 10,726 -
Net change in:
Accrued interest receivable and other assets (38,574 840
Accrued interest payable and other liabilities (38,418) 82,943
Cash provided by operating activities 3,140,760 3,331,623
Cash flows from investing activities
Proceeds from maturities, calls and paydowns of securities awailable for sale 12,364,248 12,629.712
Proceeds from sales of securities available for sale 17,874,648 43,293,601
Purchases of securities available for sale (36,010,492) (38,277.749)
Loans originated, net of principal collections (4,634,985) (17,904,106)
Proceeds from sales of premises and equipment - 1,025
Additions to premises and equipment {298,048) (109,246)

Proceeds from sales of foreclosed real estate 62,874 -

Cash used for investing activities (10,641,755) {66,763}
Cash flows from financing activities
Net change in deposits (6,347,431) 9,059,462
Net change in federal funds purchased 500,000 -
Principal payments on Federal Home Loan Bank borrowings (56,493) (60,504)
Payments to acquire treasury stock - (233.019)
Cash dividends paid on common stock 1,145,594} {1,095,146)
Cash provided by (used for) financing activities (7,049,520 8,570,793
Net change in cash and cash equivalents (14,550,575} 11,835,653
Cash and cash equivalents, beginning of year 18,770 876 6,935,223

Cash and cash equivalents, end of year § 4,220,301 $ 18,770,876

Supplemental disclosure of cash flow information

Cash paid during the year for interest on deposits and borrowed funds $ 751,854 3 834,980
Supplemental disclosure of non-cash transactions
Loan balances transferred to foreclosed rea! estate S - $ 64,552

The accompanying notes are an integral part of these consolidated statements.
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CNB FINANCIAL CORPORATION, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of CNB Financial Corporation, Inc. and Subsidiary conform to aceounting
principles generally accepted in the United States of America and to general practice within the banking industry.
The following is a summary of the significant accounting and reporting policies:

Organization and Principles of Consolidation

CNB Financial Corporation, Inc. is a bank holding company which owns 100% of the common stock of The
City National Bank of Taylor (“the Bank™). The entities are collectively referred to as “the Company”.

The accompanying consolidated financial statements include the consolidated totals of the Company.
Significant intercompany accounts and transactions have been eliminated in consolidation.

Nature of Qperations

The Company provides a variety of banking services to individuals and businesses through their location in
Taylor, Texas. Their primary deposit products are checking, savings and term deposit accounts. Their
primary lending products are commercial loans, agricultural, real estate mortgages and installment loans.
The Bank is subject to competition from other financial institutions and to regulation by certain federal
agencies. The Bank undergoes periodic examinations by these regulatory authorities.

Use of Estimates

To prepare financial statements in conformity with accounting principles generally accepted in the United
State of America management makes estimates and assumptions based on available information. These
estimates and assumptions affect the amounts reported in the financial statement and the disclosures
provided and actual results could differ.

Significant Concentrations of Credit Risk

Most of the Company’s activities are with customers located in the Texas coastal region and in Williamson
and surrounding counties. Therefore, the Company’s exposure to credit risk is significantly affected by
changes in the economy in those areas. Note B discusses the types of securities that the Company invests
in. Note D discusses the types of lending that the Company engages in. The Company does not have any
significant concentrations to any one industry or customer.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Company has defined cash equivalents as those amounts
included in the balance sheet caption “Cash and due from banks” and “Federal funds sold”. Cash and cash
equivalents include cash, deposits with other financial institutions with maturities fewer than 90 days, and
federal funds sold.

Balances in transaction accounts at other financial institutions may exceed amounts covered by federal
deposit insurance. Management regularly evaluates the credit risk associated with other financial
institutions and believes that the Company is not exposed to any significant credit risks on cash and cash
equivalents.



CNB FINANCIAL CORPORATION, INC. AND SURSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
December 31, 2016 and 2015

Investment Securities

Debt securities that management has the positive intent and ability to hold to maturity are classified as “held
to maturity” and recorded at amortized cost. Securities not classified as trading, including equity securities
with readily determinable fair values, are classified as “available for sale” and recorded at fair value, with
unrealized gains and losses excluded from earnings and reported in other comprehensive income.

The amortized cost of debt securities classified as held-to-maturity or available-for-sale is adjusted for
amortization of purchase premiums and accretion of purchase discounts. Premiums and discounts are
recognized in inferest income using the interest method over the terms of the securities, Gains and losses on
the sale of securities are determined using the specific identification method.

Management evaluates securities for other-than-temporary impairment (“OTTI’) on at least a guarterly
basis, and more frequently when economic or market conditions warrant such an evaluation. For securities
in an unrealized loss position, management considers the extent and duration of the unrealized loss, and the
financial condition and near-term prospects of the issuer. Management also assesses whether it intends to
sell, or it is more likely than not that it will be required to sell, a security in an unrealized loss position
before recovery of its amortized cost basis. If either of the criteria regarding intent or requirement to sell is
met, the entire difference between amortized cost and fair value is recognized as an impairment charge to
earnings. For debt securities that do not meet the aforementioned criteria, the amount of impairment is split
into two components as follows: 1) OTTI related to credit loss, which is recognized as an impairment
charge to earnings, and 2) OTTI related to other factors, which is recognized in other comprehensive
income. The credit loss is defined as the difference between the present value of the cash flows expected to
be collected and the amortized cost basis. For equity securities, the entire amount of Impairment is
recognized through earnings.

Nonmarketable Equity Securities

The Company, as a member of the Federal Reserve Bank of Dallas and the Federal Home Loan Bank of
Dallas (FHLB), is required to maintain an investment in the capital stock of each. Also, the Company
maintains an investment in the capital stock of The Bankers Bank. No ready market exists for these stocks,
and they have no quoted market value. For financial reporting purposes, such stock is considered restricted
and is carried at cost under the caption “nonmarketable equity securities.”

Periodically, management evaluates nonmarketable equity securities for other-than-temporary impairment.
Management reviews for impairment based on the ultimate recoverability of the cost basis in the stock.
Both cash and stock dividends are reported as income.

Loans

The Company grants real estate, commercial, agricultural and consumer loans to customers, A substantial
portion of the loan portfolio is represented by real estate loans principally in the Texas Coastal Region and
in the Williamson and surrounding counties areas. The ability of the Company's borrowers to honor their
contracts is dependent upon the real estate and general economic conditions in those areas.

Loans that management has the infent and ability to hold for the foreseeable future or until maturity or pay-
off generally are reported at their outstanding unpaid principal balances adjusted for charge-offs and the
allowance for loan losses. Interest income is accrued on the unpaid principal balance.



CNBFINANCIAL CORPORATION, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS {(CONTINUED)
December 31, 2016 and 2015

Past due loans are any loans for which payments of interest, principal or both have not been received within
the timeframes designated by the loan agreements. Loans with payments in arrears but for which borrowers
have resumed making scheduled payments are considered past due uatil arrearages are brought current.
Loans that experience insignificant payment delays or payment shortfalls generally are not considered past
due. 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.

The accrual of interest on any loan is discontinued at the time the loan is specifically determined to be
impaired unless the loan is well secured and in process of collection, Additionally, loans are placed on
nonaccrual at an earlier date if collection of principal or interest is considered doubtful. When placing a
loan on nonaccrual status, interest accrued to date is generally reversed and is charged against the current
year's interest income. Payments received on a Ioan on nonaccrual status are applied against the principal
balance of the loan. A loan is returned to accrual status when principal and interest are no longer past due
and collectibility is no longer doubtful.

Troubled debt restructurings are loans for which concessions in terms have been made as a result of the
borrower experiencing financial difficulty. Generally, concessions granted to customers include lower
interest rates and modification of the payment stream to lower or defer payments. Interest on troubled debt
restructurings is accrued under the new terms if the loans are performing and full collection of principal and
interest is expected. However, interest accruals are discontinued on troubled debt restructurings that meet
the Company’s nonaccrual criteria.

Generally, loans are charged off in whole or in part on a loan-by-loan basis after they become significantly
past dve and based upon management’s review of the collectibility of all or a portion of the loan unless the
loan is in the process of restructuring. Charge off amounts are determined based upon the carrying amount
of loans and the amount estimated to be collectible as determined by analyses of expected future cash flows
and the Hquidation of loan collateral.

Allowance for Loan Losses

The allowance for loan losses is a valuation allowance for probable incurred credit losses, and is established
through a provision for loan losses charged to earnings. Loan losses are charged against the allowance
when management believes the uncollectibility of a loan balance is confirmed. Subsequent recoveries, if
any, are credited to the allowance. Management estimates the allowance balance required using past loan
loss experience, the nature and volume of the portfolio, information about specific borrower sttuations and
estimated collateral values, economic conditions and other factors. Allocations of the allowance may be
made for specific loans, but the entire allowance is available for any loan that, in management’s judgement,
should be charged off.

The allowance consists of specific and general componenis. The specific component relates to loans that
are considered impaired, and is comprised of valuation allowances calculated on a loan-by-loan basis,
Impaired loans are all specifically identified loans for which it is probable that the Company will not collect
all amounts due according to the contractual terms of the loan apreement. Loans for which the terms have
been medified resulting in a concession, and for which the borrower is experiencing financial difficulties,
are considered troubled debt restructurings (TDRs) and are classified as impaired. Factors considered by
management in determining whether a loan is impaired include payment status, collateral value, the
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borrower’s financial condition and overall loan quality as determined by an internal loan grading system.
Included in impaired loans are all nonaccrual loans and all accruing troubled debt restructurings. Loans that
experience insignificant payment delays or payment shortfalls generally are not considered impaired. For
impaired loans for which repayment is expected solely from the collateral, impairment is measured based
on the fair value of the collateral. For other impaired loans, impairment may be measured based on the fair
value of the collateral or on the present value of expected future cash flows discounted at the loan’s original
effective interest rate. When the measure of the impaired loan is less than the recorded investment in the
loan, the impairment is recorded through a valuation allowance,

Troubled debt restructurings are individually evaluated for impairment and included in the separately
identified impairment disclosures, TDRs are measured at the present value of estimated fisture cash flows
using the loan’s effective rate at inception. If a TDR is considered to be a collateral dependent loan, the loan
is reported, net, at the fair value of the collateral. For TDRs that subsequently default, the Company
determines the amount of the allowance on that loan in accordance with the accounting policy for the
allowance for loan losses on loans individually identified as impaired.

The general component relates to non-impaired loans, and is based on historical loss experience adjusted for
the effects of economic factors that are likely to cause estimated credit losses as of the evaluation date to
differ from the portfolio’s historical loss experience. 'The historical loss experience is determined by
portfolio segment and is based on the actual loss history experienced by the Company. This actual loss
experience is supplemented with other economic factors based on the risks present for each portfolio
segment. Economic factors include the following: economic conditions; industry conditions; changes in
lending policies and procedures; trends in the volume and terms of loans; trends in the quality of risk
management and loan administration practices; levels and trends in delinquencies and impaired loans; levels
and changes in the concentration of credit and levels of credit; levels and trends of loan guality as
determined by an internal loan grading system; portfolio concentrations.

On a quarterly basis, management estimates the allowance balance required using the criteria identified
above in relation to the relevant risks for each of the Company’s major loan segments. Significant overall
risk factors for both the Company’s commercial and consumer portfolios include the strength of the real
estate and agricultural market in the Company’s lending area.

The quality of the Company's loan portfolio is assessed as a function of the levels of past due loans and
impaired loans, and internal credit quality ratings which are updated quarterly by management. The ratings
on the Company’s internal credit scale are broadly grouped into the categories “pass”, “special mention”
and “substandard.” Loans with a pass rating are those loans with minimal identified credit risk, Special
mention loans include those with potential credit weaknesses which deserve management’s attention but for
which full collection of contractual principal and interest is not significantly at risk. Substandard loans are
those loans that have well-defined weakness that put full collection of contractual principal or interest at
risk, and classified loans for which it is probable that the Company will not collect all contractual principal
or interest are also considered impaired. The credit quality ratings are an important part of the Company's
overall credit risk management process and are considered in the determination of the allowance for loan
losses.

Determination of the allowance is inherently subjective as it requires estimates that are susceptible to

significant revision as more information becomes available. In addition, various regulatory agencies, as an
integral part of their examination process, periodically review the Company's allowance. Such agencies
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may require the Company to recognize additional losses based on their judgments about information
available to them at the time of their examination.

Foreclosed Real Estate

Assets acquired through, or in lieu of, loan foreclosure are held for sale and are initially recorded at fair
value less cost to sell at the date of foreclosure, establishing a new cost basis. Subsequent to foreclosure,
valuations are periodically performed by management and the assets are carried at the lower of the initial
carrying value or fair value less costs to sell. Revenue and expenses from operations and changes in the
valuation allowance are included in noninterest expenses.

Premises and Equipment

Land is carried at cost. Buildings and equipment are carried at cost, less accumulated depreciation
computed on the straight-line method over the estimated useful lives of the assets. Maintenance and
repairs, which do not extend the useful lives of buildings and equipment, are charged to expense as
incurred.

Income Taxes

The Company is taxed under the provisions of Subchapter S of the Internal Revenue Code. Under those
provisions, the Company neither pays corporate income taxes on its taxable income nor is allowed a net
operating loss carryover or carryback as a deduction. Instead, the shareholders of the Company include
their respective shares of the Company’s net operating income or loss in their individual income tax returns.
Accordingly, no income taxes arc reflected in the consolidated financial statements.

Because the Company’s stockholders will be obligated to pay income taxes on the earnings of the
Company, the Company expects to declare cash dividends sufficient to fund the stockholders’ tax payments
as they come due.

The Company is no longer subject to examination by taxing authorities for years before 2013,

Loan Commitments and Related Financial Instniments

Financial instruments include off-balance sheet credit instruments, such as commitments to make loans and
commercial letters of credit, issued to meet customer financing needs. The face amount for these items
represents the exposure to loss, before considering customer collateral or ability re repay. Such financial
instruments are recorded when they are funded.

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when control over the assets has been relinquished.
Control over transferred assets is deemed to be relinquished when the assets have been isolated from the
Company, the transferee obtains the right (free of conditions that constrain it from taking advantage of that
right) to pledge or exchange the transferred assets, and the Company does not maintain effective control
over the transferred assets through an agreement to repurchase them before their maturity.

Loss Contingencies

Loss contingencies, including claims and legal actions arising in the ordinary course of business, are
recorded as labilities when the likelihood of loss is probable and an amount or range of loss can be

11
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reasonably estimated. Management does not believe there now are such matters that will have a material
effect on the financial statements.

Restrictions on Cash
Cash on hand or on deposit with the Federal Reserve Bank was required to meet regulatory reserve and
clearing requirements.

Dividend Restrictons
Banking regulations require maintaining certain capital levels and may limit the dividends paid by the bank
to the holding company or by the holding company to shareholders.

Fair Value Measurements

Fair values of financial instruments are estimated using the relevant market information and other
assumptions, as more fully disclosed in a separate note. Fair value estimates involve uncertainties and
matters of significant judgement regarding interest rates, credit risk, prepayments and other factors,
especially in the absence of broad markets for particular items. Changes in assumptions or in market
conditions could significantly affect these estimates.

Comprehensive Income

Components of comprehensive income are net income and all other non-owner changes in equity. The only
component of other comprehensive income consists of net unrealized holding gains and losses on available-
for-sale securities.

Accounting Standards Updates

ASU 2014-09 "Revenue from Contracts with Customers”, ASU 2014-09 implements a common revenue
standard that clarifies the principles for recognizing revenue, It will supersede most curent revenus
recognition requirements when it becomes effective. The core principle of the guidance is that an entity
should recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. To achieve that core principle, an entity should apply the following steps: (i) identify the
contract(s) with a customer, (ii) identify the performance obligations in the contract, {iii) determine the
transaction price, (iv) allocate the transaction price to the performance obligations in the contract, (v)
recognize revenue when (or as) the entity satisfies the performance obligation. This guidance becomes
effective for annual reporting periods beginning after December 15, 2018. The Company is currently
evaluating the effect that the guidance will have on its consolidated financial statements and disclosures, if
any.

ASU 2016-01 “Financial Instruments — Overall: Recognition and Measurement of Financial Assets and
Financial Liabilities”. ASU 2016-01 amends a number of accounting standards, including: (1) Requiring
equity investments (except those accounted for under the equity method of accounting, or those that result
in consolidation of the investee) to be measured at fair value with changes in fair value recognized in
income; (2) Requiring public business entities to use the exit price notion when measuring the fair value of
financial instruments for disclosure purposes; (3) Requiring separate presentation of financial assets and
financial liabilities by measurement category and form of financial asset (i.e., securities or loans and
receivables); (4) Simplifying the impairment assessment of equity investments without readily determinable
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fair vatues by requiring a qualitative assessment to identify impairment; (5) Clarifying that an entity should
evaluate the need for a valuation allowance on a deferred tax asset related to available-for-sale securities in
combination with the entity’s other deferred tax assets; (6) Eliminating the requirement for public business
entities to disclose the method(s) and significant assumptions used to estimate the fair value that is required
to be disclosed for financial instruments measured at amortized cost; and (7) Eliminating the requirement to
disclose the fair value of financial instruments measured at amortized cost for entities that are not public
business entities. This guidance becomes effective for annual reporting periods beginning after December
15, 2018. The Company is still evaluating the overall effect that the guidance will have on its consolidated
financial statements and disclosures.

ASU 2016-13 “Financial Instruments — Credit Losses: Measurement of Credit Losses on Financial
Instruments™. The amendments under ASU 2016-13 require the measurement of 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. Many of the loss estimation techniques
applied today will still be permitted, although the inputs to those techniques will change to reflect the full
amount of expected credit losses. In addition, the ASU amends the accounting for credit losses on available-
for-sale debt securities and purchased financial assets with credit deterioration. This guidance becomes
effective for annual reporting periods beginning afier December 15, 2020 and interim reporting periods
beginning after December 15, 2021. The Company is currently evaluating the effect that the guidance will
have on its consolidated financial statements and disclosures.

Reclassification

Certain reclassifications have been made to the 2016 amounts to conform to the current year presentation.
Reclassifications had no effect on prior year net income or stockholders® equity.

Subsequent Events

The Company has evaluated subsequent events for recognition and disclosure through February 8, 2017,
which is the date the financial statements were available to be issued.
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NOTE B -~ INVESTMENT SECURITIES

The following presents information related to the Company’s portfolio of debt securities:

December 31, 2016

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
Securities available for sale
State and municipal $27,792,045 b 1,538 £ (909,255) 526,885,228
Mortgage-backed 25,998,554 17,928 (414,595) 25,601,887
Collateralized mortgage obligations 13,230,509 1,993 (160,6594) 13,071,808
Other securities with prepayments 6,807,055 - (229 934) 6,577,121
$ 73,829,063 b 21,459 3 (1,714,478)  $72,136,044
December 31, 2015
Gross Gross
Amortized Unrealized Unrealized
Cost Gamns Losses Fair Value
Securities available for sale
State and municipal $24,323,041 $ 150,535 $  (46,264) $24.427312
Mortgage-backed 28,317,376 17,106 (332,721) 28,001,761
Collateralized mortgage obligations 10,679,025 3,243 (113,963) 10,568,305
Other securities with prepayments 3,867,479 208 (82,767) 3,784,920
$ 69,186,921 g 171,092 § (575,715) $68,782,298

The amortized cost and estimated market value of debt securities at December 31, 2016, by contractual maturity
are as follows:

Available for Sale
Amortized
Cost Fair Value

Due in one year or less ¥ 350,366 $ 349920
Due after one year through five years 15,900,567 15,622,233
Due after five years through ten years 8,527,281 8,099,881
Due after ten years 3,014,731 2,813,154
27,792,945 26,885,228
Securities without fixed maturities 46,036,118 45,250,816
373,829,063 § 72,136,044

Expected maturities will differ from contractual maturities because borrowers may have the right to call or

prepay obligations without call or prepayment penalties,
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At December 31, 2016 and 2015, investment securifies with carrying values of $10,227,704 and $13,778,590,
respectively, were pledged to secure public deposits, repurchase agreements and for other DUrposes.

During 20186, there were gross realized gains of $177,180 and gross realized losses of 316,388 on the sale of
investment securities, During 2015, there were gross realized gains of $433,352 and gross realized losses of
$52,695 on the sale of investment securities.

Information pertaining to securities with gross unrealized losses, at December 31, 2016 and 2015 agpregated
by investment category and length of time that individual securities have been in a continuous loss position,
follows:

December 31, 2016

Less than 12 months Over 12 months
Gross Gross
Unrealized Unrealized

Losses Fair Value Losses Fair Value
Securities available for sale
State and municipal $ 909,255 $26,154,234 $ - 3 -
Mortgage-backed 169,075 11,440,282 245,520 10,151,316
Collateralized mortgage obligations 117,647 9,671,724 43,047 2,542 826
Other securities with prepayments 142,747 4,714,166 87,187 1,862,162

$ 1,338,724 b 51,980,406 $ 375,754 314,556,304

December 31, 2015

Less than 12 months Over 12 months
Gross Gross
Unrealized Unrealized

Losses Fair Value Losses Fair Value
Securities available for sale
State and municipal 3 42,900 $ 7,670,269 h 3,364 § 316,088
Mortgage-backed 131,337 11,111,754 201,384 13,215,908
Collateralized mortgage obligations 44,718 5,127,937 69,245 5,198,354
Other securities with prepayments 48,577 3,677,781 34,190 1,760,539

5 267,532 $ 27.587,741 §  308.183 $ 20,490,889

Management evaluates securities for other-than-temporary impairment on at least a quarterly basis, and more
frequently when economic or market conditions 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 Company to retain its investment in the
issuer for a period of time sufficient to allow for any anticipated recovery in fair value.
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NOTE C-NONMARKETABLE EQUITY SECURITIES

Nenmarketable equity securities carried at cost are as follows:

December 31,
2016 2015
Federal Home Loan Bank of Dallas 3 10,900 5 10,900
Federal Reserve Bank 48,850 48,850
The Bankers Bank 4,952 4,052

b 64,702 $ 64,702

NOTE D - LOANS

Major classifications of loans are as follows:

December 31,

2016 2015
Real Estate
Residential 1-4 family 5 72,368,519 § 68,536,864
Commercial 14,107,279 14,799,126
Farmland 8,850,526 8,266,518
Construction, Iand and land development 7,764,830 6,833,293
Multifamily 1,977,726 1,349,225
Commercial 4,696,759 4,497,026
Agriculfural Production 4,012,013 4,267,403
Consumer and Other 4,118,339 4,514,755
117,895,991 113,084,210
Deferred Loan Origination Costs 107,497 339,841
Less: Allowance For Loan Losses (1,601,511) (1,507,05%)
Total Loans 5 116,401,977 $111,916,992
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Transactions in the allowance for loan losses are as follows:

Year Ended December 31, 2016

Agricultural  Consumer

Real Estate Commercial Production  and Other  Unallocated Total
Balance at December 31,2015 § 1,140,132 § 106,698 § 136573 § 123,656 % - 1,307,059
Provision for loan {osses (284.48R) 365,498 (102,298) (15,684) 186,972 150,000
Charge-offs - (150,000) - (8.880) - (I58,880)
Recoveries 5432 - 01,660 6,240 - 103.332
Net (charge-offs) recoveries 5432 {150,000) 91,660 {2.640) - (55.548)
Balance at December 31,2016  § 861.076 § 322,196 § 125935 § 105332 § 186,972 1,601,511
Year Ended December 31, 2015
Agricultural  Consumer
Real Estate Commercial Production  and Other  Unallocated Total
Balance at December 31,2014 § 834,338 § 139439 § 146,229 § 122,577 § - 1,242,583
Provision for loan losses 328,206 (12.967) (9,656) 32,417 - 338,000
Charge-offs (22,412) (19.774) - (47.385) - (89,571)
Recoveries - - - 16,047 - 16,047
Net (charge-offs) recoveries (22,417) (19,774) - (31,338) - (73,324)
Balance at December 31,2015 § 1,140,132 § 106,698 % 136573 § 123656 & - 1,507.059
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Components of the allowance for loan losses, and the related carrying amounts of loans for which the
allowance is determined, are as follows:

Alloeation of Allowance To;
Impaired loans - evaluated individually
Impaired loans - evalusted collectively
Total impaired loans

Unimpaired loans - evaluated collectively

Recorded Investment In:

Impaired loans - evaluated individually
Impaired loans - evaluated collectively
Total impaired loans

Unimpaired loans - evaluated collectively

Allocation of Allowanee To:
Impaired loans - evatuated individually
Impaired foans - evaluated colfectively
Total impaired loans

Unimpaired loans - evaluated collectively

Recorded Investment In:

Impaired loans - evaluated individually
Impaired loans - evaluated collectively
Total impaired loans

Unimpaired loans - evaluated collectively

Year Ended December 31,2016

Agricultural  Consumer

Real Estate Commercial Production  and Other  Unallocated Total
g - § 125000 § 55000 § 25193 3 - % 205,193
- 125,000 35,000 23,193 - 205,193
861,076 197,196 70.935 §0.139 186,972 1.396.,318
5 861,076 § 322,196 § 125935 § 105332 $ 186972 $ 1,601,511
§ 1,899,143 § 556513 § 189,829 $ 51,661 & - § 2697146
1,899,143 556,513 189,829 51,661 2,697,146
103,169,737 4140246  3.822.184  4,066.678 - 115.198 845
$105,068,880 § 4,696,759 $4,012.013 $4.118339 § - $117,895,.991

Year Ended December 31,2015
Agricuftural  Consumer

Real Estate Commercial Production  and Other  Unallocated Total
b - %5 36731 § 33390 3 19868 3 - 5 95,189
- 36,731 38,390 19.368 - 95,189
1,140,132 69,967 97,083 103,788 - 1.411.870
$ 1,140,132 8 106,698 $ 136573 § 123,656 $ - § 1,507,059
$ 1593493 § 60756 $ 126847 $ 19868 5 - 5§ 1,800,964
1,593,493 60,756 126,847 19.368 - 1,800,964
08,211,533 4436270 4,140,556 44943887 - 111,283,246
5 99.805,026 $ 4,497,026 54267403 $4.514,755 § - §113,084210
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Information relative to impaired loans is as follows:

Year Ended
December
December 31, 2016 31,2016
Recorded Recorded
Investment In Investment In
Impaired Impaired Valuation
Loans With Loans With Total Allowance Average
No Valuation A Valuation  Impaired  on Impaired Impaired
Altowance  Allowance Loans Loans Loans
Real Estate $1,899,143 § - §$1,899,143 § - $1,702,067
Commercial 414772 141,741 556,513 125,000 155,479
Agricubtural Production - 189,829 189,820 55,000 142,672
Consumer and Other - 51,661 51,661 25,193 46,387
Total Loans $2,313,915 § 383,231 §2,697,146 §$ 205,193 $ 2,046,605
Year Ended
December
December 31, 2015 31,2015
Recorded Recorded
Investment In Investment In
impaired Impaired Valuation
Loans With  Loans With Total Allowance Average
No Valuation AValuation Impaired  on Impaired Impaired
Allowance  Allowance Loans Loans Leans
Real Estate $1,593,493 § - %1,593493 % - ¥ 853,589
Commercial - 60,756 60,756 36,731 172,234
Agricultural Production 41,903 84,944 126,847 38,590 284,368
Consumer and Other - 19,868 19,868 19,868 38,394
Total Loans £1,635,396 § 165,568 §$1,800,964 § 95,189 $1,348,585

There were no commitments to extend credit on impaired loans at December 31, 2016 and interest income
recognized on impaired loans was immaterial for the years ended December 31, 2016 and 2015.

During the year ended December 31, 2016, the terms of certain loans were modified as troubled debt
restructurings. The modification of the terms of such loans included one or a combination of the following: a
reduction of the stated interest rate of the loan; an extension of the maturity date at a stated rate of interest
lower than the current market rate for a new debt with similar risk; or a permanent reduction of the recorded
investment in the loan.
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Troubled debt restructurings included in impaired loans, and the related valuation allowance thereon, are as
follows:

December 31, 2014

Portion of

Valuation

Allowance
TDRs - on Impaired

included in Loans

impaired Attributable

loans to TDRs
Real Estate $ 487,142 b -
Commercial - -
Agricultural Production - -
Consumer and Other - -
Total Loans 3 487,142 3 -

The Company did not have any troubled debt restructurings as of Deceniber 31, 2015.
The carrying amounts of loans by performance status are as follows:

December 31, 2016
Accruing Loans
30-89 Days Past 90 Days or Nonaccrual

Current Due More Past Due Loans Total Loans
Real Estate 5102,829900 $ 339,837 § - ¥ 1,899,143 § 105,068,880
Commercial 4,154,773 26,690 - 515,296 4,696,759
Agricultural Production 3,822,184 i - - 189,320 4,012,013
Consumer and Other 4,036,572 81,666 101 - 4,118,339
Total $114843429 % 448,193 § 101 8 2604268 § 117.895,991

December 31, 2015
Accruing Loans
30-89 Days Past 90 Days or Nonaccrual

Current Due More Past Due Loans Total Loans
Real Estate 8§ 97,654,032 § 557501 % - % 1,593,493 § 99,803,026
Commercial 4,495,295 - 1,731 - 4,497,026
Agricultural Production 4,048,469 100,677 - 118,257 4,267,403
Consumer and Other 4,429,895 84,860 - - 4,514,755
Total $ 1106276591 % 743,038 § 1,731 § 1,711,750 § 113,084,210
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The carrying amounts of loans by credit quality indicator are as follows:

December 31, 2016
Pass Special Mention  Substandard Total Loans
Real Estate $ 102,072,843 % 419,804 & 2,576,233 § 105,068,880
Commercial 2,964,063 - 1,732,696 4,696,759
Agricuttural Production 3,769,334 - 242479 4,012,013
Consumer and Other 4,001,452 45,728 71,159 4,118,339
Total Loans $ 112,807,892 § 465,532 § 4,622,567 & 117,895,991

December 31, 2015

Pass Special Mention  Substandard Total Loans
Real Estate § 96,937,197 % 1,044,123 § 1,823,706 $ 99,805,026
Commercial 4,407,214 - 89,812 4497026
Agricultural Production 4,001,490 - 265,913 4,267,403
Consumer and Other 4,366,276 63,165 85,314 4,514,755
Total Loans $ 109,712,177 8§  1,007.288 § 2,264,745 § 113,084,210

NOTE E - PREMISES AND EQUIPMENT

Premises and equipment are as follows:

December 31,

2016 2015
Land § 280,176 § 280,176
Buildings and improvements 3,464,057 3,342,232
Furniture, fixtures and equipment 7,873,075 7,696,852
11,617,308 11,319,260
Accumulated depreciation {9,608,500) (9,297.593)

§ 2,008,808 § 2,021,667

NOTE F — INVESTMENT IN LIMITED LIABILITY COMPANY

The Company owns a 40% interest in GSM Insurors of Taylor, LLC (“the LLC”). The LLC owns and operates
an insurance business in Taylor, Texas. The investment is accounted for under the equity method of
accounting. As of December 31, 2016 and 2015, the Company’s equity interest of $158,416 and $128,333,
respectively, is included as a component of “other assets”.
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NOTE G - DEPOSITS

Time deposits that meet or exceed the FDIC insurance limit of $250,000 at December 31,2016 and 2015 was
$252,055 and $251,677, respectively.

At December 31, 2016, the scheduled maturities of time deposits are as follows:

Year Ending December 31,

2017 $ 9,901,145
2018 781,512
2019 14,716,620
2020 -
2021 -
Thereafter -

NOTE H-FEDERAL FUNDS LINE

The Company has unsecured federal funds lines at various correspondent banks with an aggregate available
credit limit of $10,000,000 at December 31, 2016. At December 31, 2016 and 2015, there was $500,000 and
8-0-, respectively outstanding under these lines. Federal funds lines are uncommitted and funding requests
made by the Company are subject to the lending institutions’ approval and funding availability at the time of
request.

NOTE I -FEDERAL HOME LOAN BANK ADVANCES

FHLB advances amounting to $101,735 and $158,230 were outstanding at December 31, 2016 and 2015,
respectively. The interest rates on fixed rate, long-term debt ranged from 4.76% to 6.85%. The weighted
average rate at December 31, 2016 and 2015 was 6.60% and 6.48%, respectively. The advances are
collateralized by specific investment securities. Based on this collateral and the Company’s holdings of FHLB
stock, the Company is eligible to borrow up to a total of $161,807 at December 31, 2016.

At December 31, 2016, future scheduled principal payments on Federal Home Loan Bank borrowings are as
follows:

Year Ending December 31,
2017 § 45860
2018 27415
2019 16,929
2020 11,331
2021 -
Thereafter -

$ 101,735
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NOTE J - JUNIOR SUBORDINATED DEBENTURES

In February 2006, the Company formed CNB Financial Corporation Statutory Trust 11 (“the Trust™), a wholly
owned statutory business trust created for the purpose of providing trust preferred financing. In trust preferred
financing, the Trust issues preferred securities to investors and common securities to the Company, and the
Trust invests the proceeds in junior subordinated debentures issued by the Company. The Trust is considered a
variable interest entity for which the Company is not the primary beneficiary, and the accounts of the Trust are
not included in the Company’s consolidated financial statements. Accordingly, the Company does not report
preferred securities issued by the Trust on its consolidated balance sheets, nor does it report the interest
expense on the preferred securities on its consolidated statements of income. Rather, the Company reports the
debentures payable to the Trust as a liability and the common securities as an asset. Interest expense from the
debentures and interest income from the common securities is recorded in the consolidated income statement.

The interest rate on the debentures, common securities and preferred securities is 1.40% over three-month
LIBOR and adjusts quarterly. Interest payments on the debentures by the Company, and distributions on the
common securities and the preferred securities by the Trust, are coterminous and payable quarterly in arrears.
However, the Company has a contractual right, subject to the events of default, to defer payment of interest on
the debentures. The deferral period may not exceed twenty consecutive quarters or extend beyond the maturity
date of the debentures.

As a consequence of deferral of interest on the debentures, distributions on the common securifies and
preferred securities will also be deferred. In the event of deferral, interest payments on the debentures and
distributions on the common securities and preferred securities are curnulative,

The debentures mature in 2036; however, the Company may redeem the debentures at any time. The common
securities and the preferred securities are subject to mandatory redemption upon repayment of the debentures.
The Company also has the right to terminate the Trust and cause the debentures to be distributed to the holders
of the common securities and preferred securities in liquidation of the Trust. Regulatory approval may be
required for early redemption or Hquidation.

The Company guarantees payments on the preferred securities, but only to the extent the Trust has sufficient
funds on hand to make such payments. The Trust’s sole source of income is interest from the debentures.

NOTE K-LOAN COMMITMENTS AND OTHER RELATED ACTIVITY

Some financial instruments, such as loan commitments, credit lines, letters of credit and overdraft protection,
are issued to meet customer financing needs. These are agreements to provide credit or to support the credit of
others, as long as conditions established in the contract are met, and usually have expiration dates.
Commitments may expire without being used. Off-balance sheet risk to credit loss exists up to the fact amount
of these instruments, although material losses are not anticipated. The same credit policies are used to make
such commitments as are used for loans, including obtaining collateral at exercise of the commitment.

The Company’s exposure to credit loss is represented by the contractual amount of these commitments. The
Company follows the same credit policies in making commitments as it does for on-balance sheet instruments.
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The contractual amounts of financial instruments with off-balance sheet risk at December 31, 2016 and 2015,
were as follows:

2016 2015
Unfunded commitments to extend credit $11,724,082 311,808,157
Commercial and standby letters of credit 107,000 107,000

NOTE L - MINIMUM REGULATORY CAPITAL REQUIREMENTS

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

The final rules implementing Basel Committee on Banking Supervision’s capital guidelines for U.S. banks
(Basel Il rules) became effective for the Bank on January 1, 2015 with full compliance with all of the
requirements being phased in over a multi-year schedule, and fully phased in by J anuary 1, 2019, Under the
Basel III rules, the Bank must hold a capital conservation buffer above the adequately capitalized risk-based
capital ratios. The capital conservation buffer is being phased in from 0.0% for 2015 to 2.5% by 2019. The
capital conservation buffer for 2016 is 0.625%. The net unrealized gain or loss on available for sale securities
is not included in computing regulatory capital. Management believes, as of December 3 1, 2016, that the Bank
meets all capital adequacy requirements to which it is subject,

Prompt corrective action regulations provide five classifications: well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized, and critically undercapitalized, although these terms are not
used to represent overall financial condition. If adequately capitalized, regulatory approval is required to
accept brokered deposits. If undercapitalized, capital distributions are limited, as is asset growth and
expansion, and capital restoration plans are required. At year-end 2016 and 2015, the most recent regulatory
notification categorized the Bank as well capitalized under the regulatory framework for prompt cotrective
action. There are no conditions or events since that notification that management believes have changed the
Bank’s category.
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The Bank's actual and required capital amounts and ratios as of December 31, 2016 and 2015 are presented in
the following table.
Minimum to be well
capitalized under
Minitnum capital prompt corrective
Actual requirement action provisions
Amount  Ratio Amount  Ratio Amount  Ratio

(dollars in thousands)

As of December 31, 2016

Total capital (to risk weighted assets) $22,549 23.0% § 7,832 8.0% § 9816 10.0%
Tier 1 capital (to risk weighted assets) 21,317 21.7% 5,889 6.0% 7,852 8.0%
Common Tier 1 capital (to risk weighted assets) 21,317 21.7% 4,417 4.5% 6,380 6.5%
Tier 1 capital (to average assets) 21,317 10.8% 7,877 4.0% 9,846 5.0%
As of December 31, 2015

Total capital (to risk weighted assets) $22,385 22.9% § 7.820 8.0% § 9,775 10.0%
Tier 1 capital (to risk weighted assets) 21,160 21.6% 5,865 6.0% 7,820 8.0%
Common Tier 1 capital (to risk weighted assets) 21,160 21.6% 4,399 4.5% 6,354 6.5%
Tier 1 capital (to average assets) 21,160 10.8% 7,833 4.0% 9,791 5.0%

NOTE M - EMPLOYEE BENEFIT PLAN

The Company has a 401(k) plan in which substantially all eligible employees participate. Employees may
contribute up to 100% of their compensation subject to certain limits based on federal tax laws. Under this
plan, the Company is allowed an annual contribution at the discretion of the Board of Directors. For the years
ended December 31, 2016 and 2015, expense related to the plan amounted to $60,595 and $60,143,
respectively.

NOTE N~ RELATED PARTY TRANSACTIONS

In the ordinary course of business, the Company has granted loans to executive officers, principal shareholders
and directors and parties affiliated with those persons (collectively, “insiders™). The Company has loans to
insiders aggregating 8-0- and $136,826 at December 31, 2016 and 2015, respectively. At December 31, 2016
and 2015, deposits from insiders totaled $4,258,980 and $1,559,836, respectively.

NOTE O - FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants, excluding transaction costs. When measuring fair value,
entities should maximize the use of observable inputs and minimize the use of unobservable inputs. The
following describes the three levels of inputs that may be used to measure fair value:

= Level I 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.
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®  Level 2 Inputs - Significant other observable inputs other than Level 1 prices such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data.

®  Level 3 Inputs - Unobservable inputs that reflect an entity’s own assumptions about the assumptions
that market participants would use in pricing the assets or liabilities.

The following is a description of the Company’s valuation methodologies for assets and liabilities recorded at
fair value:

Securities Available for Sale — Securities are recorded at fair value on a recurring basis based upon
measurements obtained 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,
market consensus prepayment speeds, credit information and the bonds® terms and conditions, among
other things (Level 2).

Impaired Loans — The Company does not record loans at fair value on a recuriing basis. However, from
time to time, fair value adjustments are recorded on these loans to reflect (1) partial write-downs that are
based on the current appraised or market-quoted value of the underlying collateral or (2) the full charge-
off of the loan carrying value. In some cases, the properties for which market quotes or appraised values
have been obtained are located in areas where comparable sales data is limited, outdated, or unavailable.
Fair value estimates for collateral-dependent impaired loans are obtained from real estate brokers or other
third-party consultants (Level 3).

Foreclosed Real Estate ~ The Company does not record foreclosed real estate at fair value on a recurting
basis. However, from time to time, fair value adjustments are recorded on these properties to reflect the
current appraised value (less an estimate of cost to sell). In some cases, the properties for which appraised
values have been obtained are located in areas where comparable sales data is limited, outdated, or
unavailable. Fair value estimates for real estate held for sale are obtained from independent appraisers
(Level 3).

The following table provides the hierarchy and fair value for each major category of assets and Habilities
recorded at fair value on a recurring basis:

December 31, 2016

Level ] level2 Level 3 Total
Securities available for sale .
State and municipal by - % 26885228 § - § 26,885,228
Mortgage-backed - 25,601,887 - 25,601,887
Collateralized mortgage obligations - 13,071,808 - 13,071,808
Other securities with prepayments - 6,577,121 - 6,577,121
§ - F 72136044 % -8 72,136,044
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December 31, 2015

Level | Level 2 Level 3 Total
Securities available for sale
State and municipal 3 - § 24,427.312 3 - $ 24,427312
Mortgage-backed - 28,001,761 - 28,001,761
Collateralized mortgage obligations - 10,568,305 - 10,568,305
Other securities with prepayments - 5,784,920 - 5,784,920
5 - § 62,997378 h) - $ 62,997,378

Durning 2016 and 20135, there were no Level 3 assets or liabilities measured at fair value on a recurring basis.

Assets and liabilities recorded at fair value on a non-recurring basis are summarized below.

December 31, 2016

Level 1 Level 2 Level 3 Total
Impaired loans b - 5 - $ 2,491,953 § 2,491,953
Foreclosed real estate - - 64,552 64,552

December 31, 2015

Level 1 Level 2 Level 3 Total
Impaired loans 5 - 8 - ¥ 1,705,775 ¥ 1,705,775
Foreclosed real estate - - 138,152 138,152

Impaired loans, which are measured for impairment using the fair value of collateral for collateral dependent
loans, had a carrying amount of $2,697,146, with a valuation allowance of $205,193, at December 31, 2016,
and a carrying amount of $1,800,964, with a valuation allowance of $05,189, at December 31, 2015.

At December 31, 2016, foreclosed real estate had an initial cost basis of $64,552, with a valuation allowance of

$-0-. At December 31, 2015, foreclosed real estate had an initial cost basis of $144,552, with a valuation
allowance of $6,400.
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