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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)(1XA) of the Bank
Holding CompanyAct (12 U,S.C. S 1&44(cX1)(A)); sections 8(a)
and 13(a) of the lntemational Banking Act (12 U.S.C. SS 3106(a)
and 3108(a)); sections 11(a)(1), 25, and 25A of the Federal
Reserve Act (12 U.S.C. SS 2u8(aXl), 602, and 611a); and sec-
tions'113, 165, 312, 618, and 809 of the Dodd-FrankAct (12 U.S.C.
SS 5361, 5365, 5412, 1850a(cXl), and 5468(bX1)). 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-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 treated as a qualifying foreign banking orga-
nization under Section 211.23 of Regulation K (12 C.F.R. S
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 Repoft of Holding Companies must be signed by
one director of the top-tier holding company. This individual should
also be a senior offcial of the toptier holding company. ln the event
that the toptier 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 rgport. lf the holding company is an ESOP/ESOT formed as
a corporation or is an LLC, see the General lnstructions for the
authorized individual who must sign the report.
I,Chadwick E. McClung

Neme of th€ Holding Company Dircclor and Ofiicial

President, CEO and Director
Irts of the Holding Company DirBcror afd Otrrcial

attest that the Annual Repoft Of noUing Companies (including
the supporting attachments) for this report date has been pre-
pared in conbrmance with the instruclions issued by the Federal
Reserve System and are true and conect to the best of my
knowledge and belief.

Wtth rcspect to information regarding individuals contained in this
report, the Repotter cedifies that it has fhe authority to provide this
information to the Federal Reserye. The Repofter also rertifies
that it has the authority, on behalf of each individual, to consent or
object to public release of informatbn rcgading that individual.
The Fedenl Resenre may assume, in the absence of a request for
confidential treatment submitted in accordance with the Board's
'Rules Regarding Availability of lntormation,' 12 C.F.R. Parl 261,

individual.

Date of Report (top-tier holding company's fiscal year-end):

December 31 2017
I Oay I Year

N
Reporte/s Logal Entity ldentitier (LEl) (20-Character LEI Code)

Reporteds Name, Street, and Mailing Address

Communitv Bancshares Comoanv
L6gal Trte of Holding Company

P.O. Box247
(Mailing Address of the Holding Company) Street / PO. Box

Colfax l-A 71417
City State

625 8th Street, Colfax, LA 71417
Physical Location (if difrerent from mailing address)

Person to whom questions about this report should be directed
Chadwick E. McClung Pres., CEO & Director
Name Title

318627-3161
Area Code / Phone Number / Exension

318-627-5904

Zip Code

that the Repofter aN consenl to public release of all Area Code / FAX Number

chad@colfaxban kin g. comdetails the

E-mailAddress

of N/A
oao7no18 Address (URL) for the Holding Company's web page

Date of Signature

For Federal Reserve Bank Use Only

RSSD ID
c.l.

L1q (15rf

O{nce of Manag€rnent and Budg€|, P+€nvork Roduclion Proied (710G0297), \ i shinglon, DC 20503. OstZOlA

I

lrdicate status of Annual Report to Shareholders

E is inouoeo with the FR Y-6 report

E *ll Oe serf under separate cover
E is not prepared

For holding companies registered with the SEC- 0=No

1 =Yes 0
ls confidential treatment requested for any portion of
this report submission?

ln accordance with the General lnstructions for this report
(check only one),

1 . a letter justiffing this request is being provided along
with the report...........

2. a letter justiffing this request has been provided separately . . .

NOTE: lnformation forwhich confidential treatment is being requested
must be provided separately and labeled
as "confidential."
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For Use By Tiered Holding Companies
Top-tiercd holding companbs must ftst the names, mailing address, and physical locations of each of their subsidiary holding companies
below.

Legal Tr0e of Subsidiary Holding Company Legal Tr0e of Subsidiary Holding Company

(Mailing Addr€ss of lhe Subsidiary Holding Compeny) Sreet / PO. Box (Mailing Address of the Subsidiary Holding Company) Street / PO. Box

City Stab Zip Code State Zip CodeCity

Physical Location (if ditrer€nt from mailing addr€ss) Physical Localion (if difierent from mailing address)

Legal Title of Subsidiary Holding Company Legal Tite of Subsidiary Holding Company

(Mailing Addr€ss of the Subsidhry Holding Company) Sfe€t / PO. Box (Mailing Address of the Subsidiary Holding Company) Street / PO. Box

City State Zip Code City State Zip Code

Physical Location (it dificGnt from meiling addrB3s) Physical Location (if different from mailing address)

Legal Trte of Subsi{ri€ry Holding Company Legal Trte of Subsidiary Holding Company

(Mailing Address of the Subsidiary Holding Company) Sfeet / PO. Box (Mailing Address of the Subsidiary Holding Company) Street / PO. Box

City State City StateZip Code Zip Code

Physical Location (if diller€nt from mailing address) Physical Location (if different from mailing address)

Legal Trtle of Subsiliary Holding Company Legal Tite of Subsidiary Holding Company

(Mailing Address of the Subsidiary Holding Company) Sfeet / PO, Box

City Stab Zip Code

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

City State Zip Code

Physical Location (if difreront from mailing addrsss) Physical Location (if different from mailing address)

1212012



Report ltem

Form FR Y-6

Community Bancsharee Company
Colfax, Louisiana

Fiscal Year Ending December 31,2017

The BHC does prepare an annual report for its shareholders. The information for this year
is consolidated with the information for Colfax Banking Company.
Enclosed is one copy of the annual report.

2a. OrganizationalChart

Golfax Banking Gompany
Colfax, LA

(LEl : 549300MEK4ETDCVHFB89)
lncorporated in Louisiana

100o/o

River To River Real Estate Gompany
Colfax, LA
(LEl: None)

lncorporated in Louisiana

100o/o

2b. Domestic Branch Listing.

There are no changes. Worksheet emailed 0312212018.

1

Gommunity Bancsharcs Company
Colfax, LA
(LEl: None)

lncorporated in Louisiana



B 3 I n u

:
I
,
I
t
I

o
ts.:
x
t
8

I
I
I
I
I
ta;
o

=:
E
7
I

$

I I

:
I
!,
I

a
9

It

t
: I

II
s

I

I
I
I

II
E

I
J
,

II
c

t} t
,L

,vo,!t
hN

T

E

.!
!
!

!
t
.t
I
'E

tt
E

!

EI
8
o

e

I
e
a
E

E
t)
=z

6

B
j

U

!t

ET.E
5Ert
d!
E!

rI
!i
-E>
IEI:
68
;{xsIE
T6
ij

E€
i5
9E

E!
1$::t:
E!
tll
l.EPi5o

5a*r
rB
€9
i'i

g !t
ze-l

€

;E
Ea

!:
EE
cE

E:
!:i.E}

;r
.;:

d5

3a
-l
8E
E;

:l
eif
grE
flts
Hi e

I

h

ra

!

i
a

s

E

s
!

E

3

6
,t
:E

ETtr!i
!ot;
er
te e

tE B

iE t
;T E:E ?

6.iE;iii
i:i{!:lIt I q€

!Eig
E:.ri;fif;;r!:E3
:t€EE
Ei:E:
: E: BT
;.9Y r ip b a5I
9l.t r

:EEEi
IsilEsEI:g
E:: !€
Ei:I E
E! g;-b

iE:;;t.E!i!
E;!ig

s;33i;

'
E
E

!
6
:s
I
E

6

ts

di
6'

-! 3i!;
C-".e

3E i
E8.:

!i E5rillo !

HisE::

I

9E
il:
^ iEE{Td.6 5

=: Iial
iEt
9PE
oz'=2

5:!i;!df!

iti
E!€
63;
EEI
Efi
5 -=
-cs
!El
3!r

!3i
*!.teE



Form FR Y-6
Community Bancshares Company

Fiscal Year Ending December 31,2017

Report ltem 3: Shareholderc
(1Xa) (1Xb) (1Xc)

(1Xa)
Name & Address

(City, Stato, Country)

(1Xb)
Country of Citizenship

or lncorporation

(1Xc)
Number and Percentage

of Voting Shares
SamuelJ. Bonnette
Colfax, [A USA

Mary Louise Walters Harkins
Shreveport, LA USA

Stephen Robert Tumminello
Alexandria, l-A USA

Community Bancshares Company has only one class of stock

Items (2XaX2XbX2Xc) are not applicable

3,355
8.22o/o

2,104
5.15o/o

2,170
5.32%
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COMMI.INITY BAI\ICSHARES COMPAI\IY AIID SUBSIDIARY

coLFAX, LOIISTANA

DECEMBER 31, 2017 AI\D 2016



COMMIINITY BAI\'CSHARES COMPAI{Y AI\[D SUBSIDIARY

COLFAX. LOTISIAIIA
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February 23,2018

The Board of Directors and Shareholders
Community Bancshares Company and Subsidiary
Colfax, Louisiana

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Community Bancshares Company
and Subsidiary, which comprise the consolidated balance sheets as of December 31, 2017 and2016,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 Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 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 consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves perfiorming procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the consolidated 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 consolidated financial statements in orderto 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
consolidated fi nancial statements.

I{\/1\/
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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 referred to above present fairly, in all material respects,
the sonsolidated financial position of Community Bancshares Company and Subsidiary as of December 31,
2017 and 20 I 6, and the consolidated results of its operations and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

ila4 d'c*g/ / l'r4/4 LLL
Monr@, Louisiana
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COMMUNITY BANCSHARES COMPA}.IY AND SUB SIDTARY

CONSOLIDATED BALANCE SHEETS

DECEMBER 3I.2OI7 AND 2016

ASSETS

@:
Cash and due from banks
Federal funds sold

Total cash and cash equivalents

Time deposits with other banks

@:
Securities available for sale

Loans
Less-allowance for loan losses

Net loans

Bank premises and equipment, net
Accrued interest receivable
Federal Home Loan Bank stock-at cost
Other assets

Total assets

20t7

4,208,794
5.700_000
9,908,794

730,000

52,627,409
(248.s2r\

52,378,987

2,447,149
500,162
41,700

508.058

2016

3,189,398
0.000

4,139,398

730,000

51,035,789
(24s.221)

50,790,568

2,566,124
534,381
39,500

43,768,520 44,114,011

1.963

_t10283270 _LqL505_945

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



LIABILITIES AND STOCKHOLDERS' EOUITY

EDiIi@:
Deposits:

Non interest-bearing demand
Interest-bearing:

Demand deposits (NOW accounts)
Savings deposits
Time deposits

Total deposits

Accrued interest payable
Distributions payable
Other liabilities

Total liabilities

@:
Common stock-$l par value; 500,000 shares

authorized; 40,83 I shares issued
at December 31,2017 and 2016

Capitalsurplus
Retained earnings
Accumulated other comprehensive income (loss)

Total stockholders' equity

Total liabilities and stockholders' equity

2017 20t6

29,995,497 26,365,912

100,002,677 94,339,942

21,270,129
14,939,497
33.797.554

56,213
489,972
73.765

40,931
3,576,312
6,489,221
(445.72t\

9.660.643

110 2 83.270

20,964,820
13,615,848
33.393.362

52,528
408,3 l0

50.00s

40,831
3,576,312
5,998,649

2\
8.655.260

_103105-945

100,622,627 94,950,695

3



COMMUNITY BANCSHARES COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF INCOME

FOR TFTE YEARS ENDED DECEMBER 3I. 2OI7 AND 2016

2017

Ilttenestincome:
Interest and fees on loans
Interest on investment securities:

Taxable
Non-taxable

Interest on federal funds sold
Interest on time deposits

Total interest income

Intercst exDense:
Interest-bearing deposits
Federal Home Loan Bank borrowings

Total interest expense

Net interest income

Provision for Loan Losses
Net interest income, net of provision for loan losses

Other income:
Service charges on deposit accounts
Credit life income
Net realized gain on sale of securities available for sale
Other

Total other income

Other eroenses:
Salaries
Profit sharing and other employee benefits
Directors' fees and expenses
Occupancy expenses, net
Equipment expense and depreciation
Admin istrative expenses
Data processing
Federal deposit & other insurance, regulatory
Other

Total other expenses

Net income

2016

3,045,097 2,842,652

597,077
388,771

1 5,1 50
9.699

4,055,794

316,7ll
1.246

317.957

387,329
13,400

l0g,4g6
296.755

562,965
394,051

6,014
7.761

3,813,443

293,472
1.044

294.5t6

3,737,837 3,518,927

29.21t6.800
3,731,037 3,489,716

375,607
I 1,170

204,636
180.250

806,970 771,663

1,481,659
450,182
120,321
212,937
157,292
499,575
292,975
t00,228

7.409
3.3t2.477 3.218.027

1.O43.352

1,391,646
413,025
120,744
183,916
170,768
525,237
285,584
118,942

8.165

1.225.s30

The accompanying notes are an integralpart of the consolidated financial statements.
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COMMI.'NITY BANCSHARES COMPANY AND SUB SIDIARY

CON SOLIDATED STATEMENTS OF COMPRETIENSTVE INCOME

FOR TT{E YEARS ENDED DECEMBER 3I.2OI7 AND 2016

Net income (per share $30.01 in2017 and $25.55 in 2016)

2017

1,225,530

:

Change in unrealized gain (loss) on available for sale securities:
Unrealized gain (loss) arising during period
Less-reclassifi cation adj ustrnent for gains real ized

in net income

Total other comprehensive income (loss)

Comprchensive income (loss)

624,297

( 109.486)

514.81 l

JJAOSAI

20t6

1,043,352

( 1,060,516)

6)

0.26s.1s2)

__t2u_849)

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

5



COMMI.INIry BANCSHARES COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FORTHE YEARS ENDED DECEMBER3I.2OIT AND 2016

Common
Stock

Retained
Earnines

Accumulated
Other

Comprehensive
Income (Loss)

514,81I

Capital
Sumlus

Balance December 31. 2015

Comprehensive income
Net income

Other comprehensive (loss)

Redemption of common stock

Cash distributions-$ I 6.00 per
share

Bdance December 31. 2016

Comprehensive income
Net income

Other comprehensive income

Cash distributions-$ I 8.00 per
share

Balence December 31. 2017

41,364 3,576,312 5,731,498 304,620

Total

9,653,794

1,043,352 1,043,352

(1,265,152\

(123,438)

(1,265,152)

(s33) (122,905)

rc53.296\ (653.2961

40,831 3,576,312 5,998,649 (960,532\ 8,655,260

1,225,530 1,225,530

514,81 I

fi34.958\ (734.958\

(445 721\ -9-660.6L1_40-831 _i-5153t2 __648922L

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

6



COMMTJN ITY BANC SHARES COMPA}.I^Y AND S UB S IDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 3I. 2OI7 AND 2016

2017 2016

1,225,530 1,043,352
:

Net income
Adjustments to reconcile net income to net cash

provided by operating activities:
Provision for loan losses
Depreciation
Amortization of securities-net
Realized (gain) on sale of securities available for sale

Qncrease) decreose in:
Accrued interest receivable
Prepaid expenses and other assets

Increose (decreose) in:
Accrued interest payable
Other, including other liabilities
Net cash provided by operating activities

:

(Increase) decrease in time deposits with other banks
Investment securities:

Purchases of securities available for sale
Proceeds from sales and redemptions of available

for sale securities
Maturities, calls, pay downs of available for sale securities

Redemption (acquisition) of FHLB stock
(lncrease) in loans
Decrease in long-term loan clearings
Purchases of premises and equipment

Net cash (used) by investing activities

:
Net increase in demand deposits, savings accounts

and NOW accounts
Net increase in time deposits
Redemption of common stock
Distributions paid to stockholders

Net cash provided by financing activities

Net increase (decrease) in cash and cash eouivalents

Cash and cash eouivalents. besinning of vear

Cash and cash eouivalents. end of vear

Supolementarv cash llow information :
Interest paid on deposits and borrowed funds

1,749,228 1,500,294

245,000

(7,392,685) (27,752,935)

6,800
157,292
477,002

( 109,486)

34,219
(69,573)

3,685
23.759

2,892,039
4,993,432

(2,200)
(1,595,1 l9)

153,479
(38.3 l7)

5,258,643
404,192

rc$.296\
5.009.539

5,769,396

4. r 39.398

9.908.794

29,211
170,768
501,61 g

(204,636)

(53,289)
7,004

10,194
(3-928\

16,809,376
7,563,743

(1,900)
(5,046,401)

121,648
(40.316)

(989,371) (8,101,795)

3,671,108
2,303,349
(123,438)
(.741.3s4)

s.109.66s

(1,491,826)

s.63t.224

4.139 398

314,272 284,322

The accompanying notes are an integral part of the consolidated financial statements
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COMMIJNITY BANCSHARES COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 3I.2OI7 AND 2016

I. Summarr of Sisnificant Accountins Policim

Consolidation - The accounting and reporting policies of Community Bancshares Company and
Subsidiary conform to accounting principles generally accepted in the United States of America and
general practices within the banking industy. The consolidated financial statements include the
accounts of Community Bancshares Company and its wholly owned subsidiary, Colfax Banking
Company and the Bank's wholly-owned subsidiary, River to River Real Estate. All significant
intercompany transactions and balances have been eliminated.

Nature of Operattozs - Community Bancshares Company, a Bank Holding Company was formed on
December 31, 2000 under a plan approved by the stockholders of Colfax Banking Company. This
plan provided that stockholders of Colfax Banking Company would exchange their shares for an equal
number in Community Bancshares Company and those stockholders who did not want or meet criteria
to be a stockholder in Community Bancshares Company, would have their shares purchased for
Sl10.00 per share by Community Bancshares Company (the "Company"). Stockholders owning
6,146 shares had their shares purchased and retired by the Company with dividends paid from Colfax
Banking Company to the Company. As part of the plan to form a Bank Holding Company, the
stockholders also approved a provision to seek S Corporation status for federal income taxation and,
accordingly, the Company and its wholly owned subsidiaries sought and obtained permission to
become taxed as an S Corporation effective January l, 2001.

Colfax Banking Company, the most significant entity in the organization, was organized in 1933 under
the corporate laws of the State of Louisiana. The Colfax Banking Company (the "Bank") is insured
by the Federal Deposit Insurance Corporation. The Bank generates commercial, real estate, mortgage
and consumer loans and receives deposits from customers located primarily in Grant Parish and
surrounding geographic areas adjacent to Grant Parish. Services are provided at its main office in
Colfar, Louisiana and other regional branch offices. The Company is subject to regulation of the
Oflice of Financial lnstitutions of the State of Louisiana and the Federal Reserve Bank of Dallas. The
Bank operates under a state bank charter and provides full banking services. As a state bank, the
Bank is subject to examination by the Office of Financial Institutions of the State of Louisiana and by
the Federal Deposit Insurance Corporation

The accounting and reporting policies of the Company and the Bank conform to accounting principles
generally accepted in the United States of America and general practices within the banking industry.
The following is a description of the more significant of those polices:

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financialstatements and the reported amounts of revenues and
expenses during the reported period. Actual results could differ from those estimates.
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l. Summarr of Sisnificant Accountins Policies (Continued)

Material estimates that are particularly susceptible to significant change relate to the determination of
the allowance for losses on loans, the valuation of real estate acquired in connection with foreclosures
in satisfaction of loans, and the fair value of financial instruments. In connection with the
determination of the allowances for losses on loans and foreclosed real estate, management obtains
independent appraisals for significant properties. While management uses available information to
recognize losses on loans, future additions to the allowances 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 Bank's allowances for losses on loans and foreclosed real estate.

Such agencies may require the Bank to recogrize additions to the allowances 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 allowances for losses on loans and foreclosed real estate may change
materially in the future.

Cosh and Cash Equivalenls - For purposes of reporting cash flows, cash and cash equivalents include
cash on hand, noninterest-bearing balances, and interest-bearing deposits that have original maturities
of less than three months, and federal funds sold.

Tfune Deposits With Other Banks - Time deposits with other banks mature in one year and are carried
at cost.

Investment Securities - Securities are classified as either held to maturity, available for sale or trading.
Management determines the appropriate classification of securities at the time of purchase. If
management has the positive intent and ability to hold securities until maturity, then they are classified
as held to maturity and carried at cost, adjusted for amortization of premiums and accretion of
discounts which are recognized in interest income using the effective interest method over the period
to maturity. Securities to be held for indefinite periods of time are classified as securities available
for sale and carried at fair value with the unrealized gains and losses reported as a component of other
comprehensive income, net of tax. Gains and losses on the sale of securities available for sale are

determined using the specific-identification method. Securities held for resale in anticipation of
short-term market movements are classified as trading and carried at fair value, with changes in
unrealized holding gains and losses included in earnings. The Bank currently has no securities
classified as trading or held-to-maturity.

The Bank reviews securities for impairment on at least an annual basis and more frequently when
economic or market conditiqrs warrant such an evaluation. Declines in the fair value of held to maturity
and available for sale securities below their cost that are deemed to be other-than-temporary are
reflected in eamings as realized losses to the extent the impairment is related to credit losses. The
amount of impairment related to other factors is recognized in other comprehensive income. [n
estimating other-than-temporary impairment losses, management considers, among other things, the
length of time and the extent to which the fair value has been less than cost, the financial condition
and the near-term prospects of the issuer, and the intent and ability of the Bank to hold the security for
a period of time sufficient to allow for any anticipated recovery in fair value. There were no
impairment losses for the years ended December 31,2017 and 2016.

Loans - Loans that management has the intent 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. Loan origination fees and those certain direct origination costs are recognized currently, and
are not capitalized and amortized as the effect to income each year is deemed immaterial.
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l. Summarv of Sisnificant Accountine Policies (Continued)

The accrual of interest on loans is discontinued at the time the loan is 90 days past due unless the credit
is well-secured and in process of collection. Past due status is based upon contractual terms of the
loan. However, loans may be placed on nonaccrual or charged offat an earlier date if collection of
principal or interest is considered doubtful.

All interest accrued but not collected for loans that are placed on nonaccrual or charged offis reversed
against interest income. The interest on these loans is accounted for on the cash-basis or cost-
recovery method, until qualiffing for return to accrual. Loans are returned to accrual status when all
the principal and interest amounts contractually due are brought current and future payments are
reasonably assured, or when the loan becomes well secured and in the process of collection.

Allowance for Loan Losses - The allowance for loan losses is established as losses are estimated to
have occurred through a provision for loan losses charged to earnings. Loan losses not associated
with a related valuation reserve are charged against the allowance when management believes the un-
collectability of a loan balance is confirmed. Subsequent recoveries, if any, are credited to the
allowance. The allowance for loan losses is evaluated on a regular basis by management and is based
upon management's periodic review of the collectability 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 allocated and general components. The allocated component relates to loans

that are classified as i.pair"d. For trose loans that are classified as impaired, an allowance is established when
dre discounted cash flows (or collateral value or observable market price) ofthe impaired loan is lower than
the carrying value of that loan. The general component covers non-classified loans and is based on
historical charge-off experience and expected loss given default derived from the Bank's internal risk
rating process. Other adjustments may be made to the allowance for pools of loans after an assessment
of internal or external influences on credit quality that are not fully reflected in the historical loss or risking
rating dara.

A loan is considered impaired when, based on current information and events, it is probable that the
Bank 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, real
estate and construction loans by either the present value ofexpected 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 homogeneous loans are collectively
evaluated for impairment.

Bank Premises and Equipmenl Land is carried at cost. Bank premises and equipment are carried
at cost, less accumulated depreciation. Depreciation of premises, automobiles and equipment is
provided on the straight-line and accelerated methods over the estimated useful lives of the related
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l. Summan of Siqnificant Accountins Policies (Continued)

assets. Maintenance and repairs are charged to expense as incurred, and renewals and betterments
are capitalized. When premises, automobiles and equipment are retired or otherwise disposed ol the
cost of the assets and related accumulated depreciation are removed from the accounts and the
resulting gains or losses are recognized.

Other Real Estua Other real estate represents property acquired through foreclosure or deeded in
lieu of foreclosure on loans on which the borrowers have defaulted as to payment of principal and
interest. These properties are carried at the lower of the asset's fair market value, recorded loan
balance at the date of acquisition, or regulatory value. Any loss incurred at the date of acquisition is
charged to the reserve for loan losses. Any subsequent write-downs to reflect current fair value are
charged to noninterest expense. After foreclosure, valuations are periodically performed by
management and property held for sale is carried at the lower of the new cost basis or fair value.

Adverlising Costs. The Bank expenses advertising costs as incurred. Advertising costs were
$26,240 and $28,638 for the years ended December 31,2017 and2016, respectively.

Income Taxes. The Company and its wholly owned subsidiaries are taxed as an S Corporation for
federal and state purposes and, accordingly, the Company's consolidated income is passed to its
stockholders for taxation at federal and state levels. Under those provisions, the Company does not
pay federal corporate income taxes on its taxable income. Instead, the shareholders are liable for
individual federal income taxes on their proportionate share of the Company's taxable income. As a
result of the election, no income taxes will be recognized in the financial statements. However, the
Company is required to review various tax positions it has taken with respect to the continued
applicability of its tax status as an S corporation, and whether it is appropriately filing tax returns for
all jurisdictions for which it has nexus. The Company does not expect its positions to change
significantly over the next twelve months. Any penalties related to late filing or other requirements
would be recognized as penalties expense in the Company's accounting records. The Company's
federal and state income tax returns for the tax years 2014 and beyond remain subject to examination
by the Internal Revenue Service and La. Department of Revenue.

Compensated Absences. Employees of the Bank are entitled to paid vacations, sick days and other
time off depending on job classification, length of service and other factors. The Bank does not
accumulate vacation or sick time. The estimate for the amount of compensation for future absences
was immaterial and, accordingly, no liability has been recorded in the accompanying financial
statements. The Company's policy is to recogrrize the costs of compensated absences when paid.

Net Income per Share. Earnings per share are computed based on the weighted average number of
shares outstanding during the period, which were 40,831 for the years ended December 31,2017 and
2016.

Comprehensive fncome - Accounting principles generally require that recognized revenue, expenses,
gains and losses be included in net income. Although certain changes in assets and liabilities, such as

unrealized gains and losses on available-for-sale securities, are reported as a separate component ofthe
equity section of the balance sheet, such items, along with net income, are components of
comprehensive income. FASB ASU 20lf-05, "Comprehenstve Income (Topic 220): Presentation
of Comprehensive Income, " amends the FASB Accounting Standards Codification (Codification) to
allow an entity the option to present the total of comprehensive income, the components of net income,
and the components of other comprehensive income either in a single continuous statement of
comprehensive income or in two separate but consecutive statements. In both choices, an entity is
required to present each component of net income along with total net income, each component of
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l. Summary of Sisnilicant Accountins Policies (Continued)

other comprehensive income along with a total for other comprehensive income, and a total amount
for comprehensive income. ASU 2011-05 eliminates the option to present the components of other
comprehensive income as part of the statement of changes in stockholders' equity. The amendments
to the Codification in the ASU do not change the items that must be reported in other comprehensive
income or when an item of other comprehensive income must be reclassified to net income.

Recent Accounting Pronouncemena - In January 2016, the FASB issued ASU 2016-01, Financial
Instrumenls. The amendments in this Update supersede the guidance to classifu equity securities with
readily determinable fair values into different categories and require equity securities to be measured
at fair value with changes in the fair value recognized through net income. The amendments allow
equity investments that do not have readily determinable fair values to be remeasured at fair value
either upon the occurrence of an observable price change or upon identification of an impairment. The
amendments in this Update also simpli$ the impairment assessment of equity investments without
readily determinable fair values by requiring assessment for impairment qualitatively at each reporting
period. In addition, the amendments supersede the requirement to disclose the fair value of financial
instruments measured at amortized cost ior entities thaf are not priblic business entities.

The provisions within this Update require an entity to present separately in other comprehensive
income the portion of the total change in the fair value of a liability resulting from a change in the
instrument- specific credit risk when the entity has elected to measure the liability at fair value in
accordance with the fair value option. This amendment excludes from net income gains or losses that
the entity may not realize because those financial liabilities are not usually transferred or settled at their
fair values before maturity. The amendments in this Update require separate presentation of financial
assets and financial liabilities by measurement category and form of financial asset (that is, securities
or loans and receivables) on the balance sheet or in the accompanying notes to the financial statements.

The amendments in ASU 201G01 are effective for fiscal years beginning after December 15,2018,
including interim periods within those fiscal years. The Company has elected to early adopt the
provision that allows the Company not to disclose the fair value of financial instruments in accordance
with guidance in ASC 825. The adoption of the remaining provisions is not expected to have a

material impact on the Company's consolidated financial statements.

In June 2016, the FASB issued Accounting Standards Update ("ASII) No.2016-13, Financial
lnstruments - Credit Losses (Topic 326): Measurements of Credit Losses on Financial Instruments.
Under current U.S. GAAP, companies generally recognize credit losses when it is probable that the
loss has been incurred. The amendments in the ASU replace the incurred loss model for recognition
of credit losses with a methodolory that reflects expected credit losses over the life of the loan and
requires consideration based on historical experience, current conditions, and reasonable and
supportable forecasts. The new standard also requires enhanced disclosures related to the significant
estimates and judgements used in estimating credit losses, as well as the credit quality and
underwriting standards of an organization's portfolio. In addition, ASU 2016-13 amends the
accounting for credit losses on available-for-sale debt securities and purchased financial assets with
credit deterioration.

ASU-2016-13 will be effective for fiscalyears beginning after December 15,2020, including interim
periods within those fiscal years. The Bank is currently evaluating the potential impact of ASU 2016-
13 on its financial statements.
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2. InvestmentSecurities
Carrying amounts and approximate market values of investment securities at December 31,2017 and

2016 were as follows:
Gross Gross

Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

Securities eveilsble for sele:
December 31.2017

U.S. Government and
Agency Securities

MBS/CMO'S
State and municipal

securities
Taxable
Tax-Exempt

29,114

44.2t4-241 239-269 (684.990) _-47J68-5?o

999,013
28,219,974

1,325,834
13.669.420

Amortized
Cost

998,910
28,774,808

827,358
14.473.467

(55,606)
(491,653)

fi37.731\

943,407
27,757,435

1,333,605
13-734-073

7,771
202-384

Gross
Unrealized

34,408

1,680
208.346

Gross
Unrealized

Losses

(69,770)
(7t5,894)

(3,265)
(41 6.037)

Fair
Value

929,140
28,093,322

825,773
14.265.776

Securities aveilable for sale:
December 31.2016

U.S. Government and
Agency Securities

MBS/CMO's
State and municipal

securities
Taxable
Tax-Exempt

Due in I year or less

Due from I year to 5 years
Due from 5 to l0 years
Due over l0 years

_45-014^547 244.434 Jtzt4-966) 44114011

The amortized cost and estimated fair value of investment securities at December 31,2017, 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.

The projected maturities of investment securities at December 31,2017 were as follows:

Available for Sale
Amortized

Cost

l,l 16,645
8,012,046

3s.08s.550

Fair
Value

1,139,547
7,983,470

34.646.503
_a3J5E52t44 214 241
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2. InvestmentSecurities (Continued)

Maturities of mortgage-backed securities are reported at their estimated maturity date as fumished by
the Bank's investment broker. Maturities may differ due to the borrowers' right to prepay obligations
with or without penalty.

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

Less than 12 Months
Gross

Fair Unrealized
Value Losses

12 Months or Greater
Gross

Fair Unrealized
Value Losses

Total

Value

943,407
23,972,906

Gross
Unrealized

Losses

(55,606)
(491,653)

Fair

Securities available for sale:

Pecgbcrl_!-.2017:
U.S. Government

Agency securities
MBS/CMO 9,346,722

State and municipal
securities 2.027.061

_tLu3JE3

- 943,407 (55,606)
(72,487) t4,626,t84 (419,166\

G2.240\ 3.492.742 (105.491)

1l94JZ1\ D-A52311 _68Q263)
5.519.803 (L37 .731\

i0 436 I l6 (684.990)

Less than 12 Months
Gross

Fair Unrealized
Value Losses

12 Months or Greater
Gross

Fair Unrealized
Value Losses

Total
Gross

Fair Unrealized
Value Losses

Decembcr 31.2016:
U.S. Government

Agency securities
MBS/CMO

State and municipal
securities

929,140
25,616,016

(69,770)
(665,857) 1,298,072 (50,037)

929,140
26,9t4,088

(69,770)
(7 r 5,894)

9.220.477
35J_6553i

(392.835) 306.202 06.467) 9.526.679 (419.302\

n.128.462\ _lso427A _J7_6-5Q4) 31.369.9y1 _fi2&A-956\

The unrealized losses on the Bank's investment in debt securities were caused by interest rate
increases. The Bank expects to recover the amortized cost basis over the term of the securities.
Because the decline in market value is attribuable to changes in interest rates and not credit quality,
and because the Bank does not intend to sell the investnents and it is not more likely than not the
Bank will be required to sell the investments before recovery of their amortized cost bases, which may
be maturity, the Bank does not consider those investnents to be other-than-temporarily impaired at
December 31,2017.

Proceeds from sales and maturities of available-for-sale securities during 2017 and 2016 were
$7,885,471 and $24,373,119. Gross realized gains on sales of available-for-sale securities were
$109,486 and $223,501in2017 and2016, respectively. Gross realized losses on sales of available-
for-sale securities were $-0- in2017 and $18,865 in 2016, respectively.

Investment securities with an approximate carrying value of $28,304,000 and $30,864,000 at
December 3l,2017,and 2016, respectively were pledged to secure public fund deposits and for other
purposes required or permitted by law.
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3. Loans and Allowance for Loan Losses

Loans
Major classifications of loans at December 3 I , 201 7 and 2016 follow:

Real estate

Commercial
Consumer and other
State and political subdivisions
Overdrafts

Allowance for loan losses
Loans-net

2017

36,482,335
11,148,774
4,841,212

l4g,66l
6.426

2016

36,464,420
9,994,726
4,410,245

162,000
4.398

52,627,408
(248.521\

5 I ,03 5,799

.22t)
t23183tt l0J90l68

A loan is considered impaired, in accordance with the impairment accounting guidance (ASC 3 l0- l0-
35- l6), when based on current information and events, it is probable the Bank will be unable to collect
all amounts due from the borrower in accordance with the contractualterms of the loan.

The following tables detail loans by Upe individually and collectively evaluated for impairment at
December 31,2017 and 2016:

2017

Loans Evaluated for Impairment
Individually Collectively Total

Real estate

Commercial
State and political subdivisions
Consumer and other

Real estate

Commercial
State and political subdivisions
Consumer and other

1,144,522
105,597

35,337,813
11,043,177

148,661
4.83t.226

36,482,335
11,148,774

148,661
4.847.638I l2

_lfi65il Sl350fia t2-621A08

2016
Loans Evaluated for Impairment

Individually Collectively Total

748,971
110,225

35,715,449
9,884,s01

162,000
4.4t4-643

36,464,420
9,994,726

162,000
4-414-643

___859-U6 50 I 76 sS3 _sLmrzu
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3. Loans and Allowance for Loan Losses (Continued)

The following tables detail the carrying amounts of impaired loans and the related allowance as of
December 31, 2017 and 2016:

lmpaired Loans For the Year Ended December 31.2017

With no impairment allowance recorded
Rcal cstate
Commercial
Consumer and other

With an impairment allowance recorded
Real estate

Commercial
Consumer and other

Total:
Real estate

Commercial
Consumcr and other

With no impairment allowance recorded
Rcal cstate
Commercial
Consumer and other

With an impairment allowance recorded:
Real estate

Commercial
Consumcr and other

Total:
Real estate

Commcrcial
Consumer and other

Recorded
InYestment

t,144,522
t45,008
t6-4t2

1,305,942

Unpaid
Principal
Balance

1,t44,522
r 05,597
16.4t2

1,266,53t

Related
Allowance

Average
Recorded
Investment

Interest
Income

Recoenized

946,747 47,337
170,408 5,399

8.206 t-232
t,t2s,36t 53.968

1,144,522
145,008
t6.4t2

_Lt05,942

t,144,522
105,597
16.412

_J256.537

946,747
145,300

8.206
_r1o0252

47,337
5,399
1.232

____13*968

Impaired Loans Por lhe Year Ended December 3 l. 2016

Recorded
Investment

748,971
t45,591

Unpaid
Principal
Balancc

748,97 t
110,225

Related
Allowance

Average
Recorded
Investment

Interest
Income

Recognized

947,539
275,'t90

47,377
t3,t6l

894,562 859,196 1,223,329 60,538

748,971
145,591

748,97t
n0.225

947,539
275,790

47,377
l3,l6 t

__394.562 __159.196

No additional funds are committed to be advanced in connection with impaired loans

At December 31,2017 and 2016, the accrual of interest had been discontinued or reduced on loans
having balances of $50,2 I 7 and $62,217, respectively. Net interest income for 20 I 7 and 2016 would
have been higher by approximately $4,765 and $4,800, respectively, had interest been accrued at
contractual rates on nonperforming loans.
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3. Loans and Allowance for Loan Losses (Continued)

Credit Indicators
Loans are categorized into various risk categories based on relevant information about the ability of
borrowers to service their debt, such as: current financial information, historical payment experience,
credit documentation, public information, and current economic trends. The following risk ratings
are utilized to assign loans to such categories and such are consistent with the supervisory guidance:

Special Mention - Loans with this rating have potential weakness that deserve management's close
attention. These potential weaknesses could result in deterioration ofthe repayment prospects for the
loan or of the institution's credit position at some future date.

Substanderd - l,oans classified as substandard are inadequately protected by the current net worth
and paying capacrty of the obligor or of the collateral pledged, if any. Loans so classified have a

well-defined weakness or weaknesses that jeopardize the liquidation of the debt. If existing
conditions are not corrected, the bank could sustain some loss in the future.

Doubtful - Loans classified as doubtful have all the weaknesses as those classified as substandard,
with the added characteristic that the weaknesses make collection or liquidation in full, on the basis of
currently existing facts, conditions, and values, highly questionable and improbable.

Loans not meeting the above criteria are considered to be pass related loans and are not analyzed
individually.

The Bank has not changed its risk categories during the year and it performs quarterly evaluations for
its loan risk categories. The Bank considers loans to evaluate for impairment as those that do not fall
into the pass category.

The tables below illustrate the carrying amount of loans by credit quality indicator at December 31,
2017 and2016:

Pass
Special
Mcntion Substandard Doubtful Total

Deccmber 3l,2Ol7
Real estatc
Commercial
State and political suMivisions
Consumcr and othcr
Total

Decembcr 31, 2016
Rcsl estate
Commercial
State and political subdivisions
Consumer and othcr
Total

35.337.8r 3

11.043.177
148,661

4.831-226
_tLl60-Ez7

Pass

3s,71s,449
9,884,50t

r62,000
4.4t4.&3

l0J.7ffql

1,t44,522
55,380

t6.4t2
_I2r6.il4

748,971
48,008

Special
Mention Substandard Doubtful Total

- 36,482,335
50,217 11,148,774

- 148,661

___504L _52SnAAl

- 36,4il,420
62,2t7 9,994,726

- : : r!rf\:.Tr|
_J96.919 __--_=__1_ __n2il1_ilOu.789
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3. Loans and Allowance for Loan Losses (Continued)

A summary of cunent, past due, and non-accrual loans at December 31,2017 and2016, is as follows:

Past Due
30-89
Days

Past Due Over 90 Days
and Non-

Accruine Accruine
Total

Past Due Current

34,983,289
I1,071,048

148,661
4.784.927

_t0987-925

Total
Loans

36,482,33s
1t,t48,774

148,661

4.847.638
_52.627408

December 3l,2Ol7
Rcal cstate

Commercial
Stue and political subdivisions
Consumer and other

Deccmbcr 31,2016
Real estate
Commercial
State and political subdivisions
Consumer and other

I,368,635
27,509

t30,41I

_!ttEJ55 ,L}O4U

Past Due
30-89
Davs

Past Due Over 90 Days
and Non-

Accruing Accruing

50,217
t,499,046

77,726

--__ -_ 62.711

-192)1- -l-6l9rt8l

Total
Past Due

45.00r
rt05-975

1,260,974 r6,182
62,217

1,277,156
62,217

_ 2 1 _1334.374

Current

35,187,264
9,932,509

162,000
4-369.U2

_49-6tL415

Total
Loans

36,464,420
9,994.726

162,000
4.414.643

_5L035J89

221,854
29,211
(7,005)

1.161
245 221

_r6-t82

The Bank's loan portfolio at December 31,2017 was comprised almost exclusively of fixed rate loans
with the remaining portfolio consisting of variable rate loans that fluctuate based on rate changes
established by the Bank.

At December 31,2017, approximately $ 15,405,000 of the Bank's loan portfolio is scheduled to mature
in 2018.

Allowance for Loan Losses
Changes in the allowance for loan losses during 2017 and 2016 are summarized as follows

2017 2016

Balancebeginning of year
Provision for loan losses

Loans charged off
Recoveries

Balance-end of year

245,221
6,800

(7,614)
4.t14

.521

The following tables detail the balance in the allowance for loan losses by portfolio segment at
December 31,2017 and 2016:

ffia:l
January l, for Loan Charged December
2017 Losses Otr Recoveries 31.2017

Realestate 175,766 3,328 (3,541) 3,540 179,093
Commercial 48,176 4,472 52,648
Consumer and other 21.279 (1.000) @.073) 574 16.780

_245221 ____6.E00 __116)4) __4il.4 248-52L
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3. Loans and Allowance for Loan Losses (Continued)

20 6
Balance

January l,
20t6

152,779
4E,352
20.723

_22J-854

Provision
for Loan
Losses

22,987)
(t 76)

6.400
_292t1

rzoosr
__17^005)

l.t6l
_tt61

Balance
December
31.2016

175,766
48,176
2t.279

24s22I

Loans
Charged
Off Recoveries

The following tables detail the balance in the allowance for loan losses disaggregated by impairment
method at December 31,2017 and 2016:

t7
Allowance for Loan Losses

Disaggegated by Impairment Method
Individually Collectively Total

Real estate

Commercial
Consumer and other

Real estate

Commercial
Consumer and other

Real estate

Commercial
Consumer and other

2016
Allowance for Loan Losses

Disaggegated by Impairment Method
Individually Collectively Total

179,093
52,648
r 6.780

248t2I

175,766
48,176
21.279

24522L

t79,093
52,648
r 6.780

248521

175,766
48,176
21.279

245221

4. Benk Premiscs and Equioment
At December 31, 2017 and2016 bank premises and equipment consisted of the following:

2017

Land
Buildings and improvements
Furniture, fixtures, and equipment

Total
Less accumulated depreciation

Net

576,327
3,608,101
t.7tt.907
5,896,335

(3.449.186)
2.447.149

2016

576,327
3,596,851
1.684.840
5,858,01 8

(3.291"894)
2 5(16124

5. Time Deposits
At December 3 l, 201 7 and 2016, the Bank had time deposits of $250,000 or more of $17 ,399,652 and
$15,949,633, respectively. Included in deposits were public funds of $32,030,557 and $31,699,732
at December 3l , 2017 and 2016, respectively. During the years ended December 3l , 2017 and 2016,
interest paid on interest bearing deposit accounts and loans was $3 14,272 and $284,322, respectively.

t9



5. Time Denosits (Continued)

At December 31,2017, the scheduled maturities of all time deposits are as follows:

201 8

2019
2020
2021

Unrealized gains and (losses)

on avai lable-for-sale securities

Unrealized gains and (losses)
on avai lable-for-sale securities

Amount Reclassified from
Accumulated Other Comprehensive

lncome )

109,486

Affected Line Items in
the Consolidated

Statement of Income

Net realized gain on sale of
securities available for sale

Net realized gain on sale of
securities available for sale

28,413,950
3,480,531
1,162,563

740.610
_i3J91t54

6. Accumulated Other Comorehensive Income (Loss)
The following table prcsents amounts reclassified out of accumulated other comprehensive income
(loss) for the year ended December 31,2017 and 2016:

7

204,636

Advances from Federal llome Loan Bank
The Bank had no outstanding advances from the Federal Home Loan Bank at December 31,2017 or
2016. Security for all indebtedness and outstanding commitments consists of a security interest in all
of the farm/agriculture loans, small business loans, capital stock of Federal Home Loan Bank, and

deposit accounts in the Federal Home Loan Bank owned by the Bank. The net available under the
blanket floating lien as of December 31, 2017 and 2016 was 526,451,582 and $20,333,782,
respectively.

The Bank also has the ability to borrow funds under a Federal Funds Master Purchase Agreement.
The agreement with First National Banker's Bank includes a $3,400,000 unsecured federal funds line,
and this line matures June 30, 2018. Borrowings under this line, including the rates and maturities
for such borrowings, are at the sole discretion of the issuing bank and depend upon the availability of
funds. Outstanding borrowings under this federal funds line were $-0- at December 31,2017 and
2016.

8. Simrlified Emplovee Pension Plan
All employees who meet minimum age and service requirements participate in a simplified employee
pension plan where the Company's Board makes annual decisions whether to contribute to such plan.
For this and prior years, the Company has contributed approximately one month salary to the plan of
each eligible employee. The total expense for the years ending December 2017 and 2016 was

$ I I 0, I 73 and $99,092, respectively.

9. Financial Instruments with Off-Balance Sheet Risk
The Bank is a party to financial instruments with off-balance sheet risk in the normal course of
business to meet the financing needs of its customers. These financial instruments are comprised of
standby letters of credit which are conditional commitments issued by the Bank to guarantee the

20



9. Financial Instruments with Off-Balance Sheet Risk (Continued)

performance of a customer to a third party. In addition, the Bank has both revolving and non-
revolving loan commitments to extend credit. The credit risk involved in issuing letters of credit and
loan commitments is essentially the same as that involved in extending loans to customers since the
letters of credit and loan commitments are secured by appropriate collateral provided by the customers.

At December 31, 2017 and 2016, the Bank had no standby letters of credit outstanding. At
December 31,2017 and 2016, the Bank had unfunded commifrnents to extend credit of approximately
$l 1,695,000 and $7,388,000.

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 Bank evaluates each customer's creditworthiness on a case-

by-case basis. The amount of collateral obtained, if deemed necessary by the Bank upon extension
of credit, is based on management's credit evaluation of the counter-party. Collateral held varies but
may include accounts receivable; inventory; property, plant, and equipment; realestate; and income-
produci ng commercial properties.

Standby letters of credit and financial guarantees written are conditional commitments issued by the
Bank to guarantee the performance of a customer to a third parly. Those guarantees are primarily
issued to support public and private short-term borrowing arrangements. The credit risk involved in
issuing letters of credit is essentially the same as that involved in extending loan facilities to customers.
The Bank holds collateral supporting those commitments for which collateral is deemed necessary.

There are various claims and legal actions arising in the ordinary course of business involving the
Bank. In the opinion of management of the Bank, the ultimate disposition of these matters will not
have a material adverse effect on the Bank's financial condition.

10. Related Partv Transactions
Some of the directors, officers and employees of the Company and the Bank are customers of the
Bank, and some ofthe individuals are principals in entities which are customers of the Bank. As such
customers, they have had transactions in the ordinary course of business with the Bank, including
borrowings, all of which, in the opinion of management, were on substantially the same terms,
including interest rates and collateral, as those prevailing at the time for comparable transactions with
other persons and did not involve more than a normal risk of collectability or present any other
unfavorable features to the Bank. At December 31,2017 and2016, the aggregate indebtedness of
those individuals and their interests as a group to the Bank was approximately $734,000 and $556,000.
Total principal loan additions were approximately $372,000 and total principal payments were
approximately $ 194,000 for the year ended December 31,2017 . Deposits from related parties held
by the Bank at December 31,2017 and2016 amounted to approximately $2,775,000 and $2,035,000,
respectively.

2t



ll. Selected Othcr Eroense Details
The following provides the details of selected other expenses:

Adm in istrative Expenses :

Taxes Other than Payroll
Postage and Supplies
Bank Service Charges and CIher
Advertising
Dues and Subscriptions
Professional Fees

Telephone
Community Support
Technolory, Development and Travel
Cash Short (Over)

Other:
Community Bancshares Co
River to River Real Estate

2017 2016

t46,761
77,727
51,089
26,240
17,026
44,900
45,435
6,500

73,125
772

154,213
73,850
62,978
28,639
16,231
49,839
47,558

g,g3g

82,812
(72t\

489-s75 -237

3,949
3.460

4,632
3.533

7 -409 I t55

12. Dividend Restrictions
The Bank is restricted by regulatory agencies from making dividend payments in excess of prescribed
limits. In this regard, the Bank can declare a dividend to Community Bancshares Company of its
prior year difference between earnings and dividends plus an additional amount for year-to-date net
income as of the date of the dividend.

13. Rcstrictions on Cssh and Due from Banks
The Bank is required to maintain reserye funds in cash and or on deposit with the Federal Reserve
Bank. At December 31,2017, the bank was substantially in excess of such requirement.

14. Concentrrtion of Credit Risk
The Bank's trade area is primarily all of Grant Parish Louisiana and adjacent areas in Rapides Parish.
The Bank does not believe that it has an abnormal concentration of loans to any particular type industry,
but a significant portion of its loans are secured by residential realproperty located in such trade areas.

The Bank's ability to fully collect such loans could depend upon the real estate market in its trade area,

which at present is considered to be a normal market.

Additionally, at times, the Bank maintains deposits and federal funds sold in federally insured financial
institutions in excess of federally insured limits. Management monitors the soundness of these
financial institutions and feels the Bank's risk is negligible.

15. ReeulatorY Matters
The Bank is subject to various regulatory capital requirements administered by federal and state

banking agencies. Failure to meet the minimum regulatory capital requirements can initiate certain
mandatory, and possible additional discretionary actions by regulators, which if undertaken, could have
a direct material effect on the Bank and the financial statements. Under the regulatory capital
adequacy guidelines and the regulatory framework for prompt corrective-action, the Bank must meet

specific capital guidelines involving quantitative measure of the Bank's assets, liabilities, and certain
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15. ResulatoryMetters (Continued)

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 weighting, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company and
its subsidiary bank to maintain minimum amounts and ratios (set forth in the table below) of total,
common equity and Tier I capital (as defined in the regulations) to risk-weighted assets (as defined),
and Tier I capital (as defined) to average assets (as defined). Management believes that as of
December 31,2017, the Bank meets all capital adequacy requirements to which it is subject.

As of December 31,2017, according to its most recent notification, the Bank was categorized as well
capitalized under the regulatory framework for prompt corrective action. To be categorized as well
capitalized, the Bank must maintain minimum total risk-based, Tier I risk-based, Common Equity/Tier
I risk-based, and Tier I leverage ratios as set forth in the table below. There are no conditions or
events since the most recent notification that management believes have changed the Bank's category.

The Bank's actual capital amounts and ratios are also presented in the table.

For Capital
Adeouacv Purposes:
Amount Ratio
(000's)

To Be Well
Capitalized Under

Prompt Corrective
Action Provisions:

Amount Ratio
(000's)

Ratio

$ t 0,354 l7 .glyo

$r 0, r05 t7.48%

$10,105 t7.48Yo

sr0,t05 9.45%

Actual
Amount
(000's)

As of Doccmbcr 31. 2017:

Total Capital Ratio
(to Risk Weighted Asses)

Tier I Capital Ratio
(to Risk Weightcd Assca)

Common Equity/Tier I Capital
Ratio (to Risk weighted

Assets)

Lcverage Capital Ratio to Avcrage
(to Total Average Assets)

>$4,625 >8.0% >$5,781 2t0.00lo

>$3,469 >6.0vo >$4,625 28.00/o

>$2,601 24.5o/o >$3,758 )6.50/o

>s4,279 >4.0yo >$5,349 >5.0Yo

>$4,147 >8.0% >$5, r83 >10.0%

>$3,1l0 26.00/o >$4,t47 >8.0%

>$2,332 .4.50/o >$3,369 ).6.50/o

>$5,t 13 25.00/o

As ofDecember 31, 2016:
Total Capital Ratio

(to Risk Weighted Assets)

Tier I Capital Ratio
(to Risk weighted Assets)

Common Equity/Tier I Capital
Ratio (to Risk weighted

Assets)

Leverage Capital Ratio to Average
(to Total Average Assets)

$9,859 t9.02V,

$9,6r4 r8.55%

$9,6t4 t 8.55%

$9,614 9.40o/o :$4,091 >4.0vo
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16. Condensed Indiyidual Comoanv Financial Information
The following provides condensed and selected financial data of the companies included in these
consolidated financial statements at December 31,2017 on an unconsolidated basis as follows:

Total Assets

Total Liabilities

Total Stockholder Equity

Total Operating Revenue

Total Operating Expenses

Community
Bancshares
Companv

Colfax
Banking
Compan),

River to
Real Estate

Comoanv

69- r 09

69.109

44-354

3-460

l0- 150.615 lr0282.381

489.972 r00.623.654

9.6s8.7279.660.643

1.100 4.817.3 l0

3.949 3 .825

All amounts and related disclosures in these consolidated financial statements regarding Federal Funds
Sold, Time Deposits with other Banks, Investment Securities, Loans, Accrued Interest Receivable,
Deposits, and Accrued Interest Payable are comprised of amounts of Colfax Banking Company.

17. Fair Value Meesurements
Fair value measurements are used to record fair value adjustments to certain assets and liabilities and
to determine fair value disclosures. In accordance with FASB ASC 820, "Fair Value Measurement
and Disclosures," the fair value of a financial instrument is the price that would be received to sell an

asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Fair value is best determined based upon quoted market prices. However, in
many instances, there ane no quoted market prices for various financial instruments. In cases where
quoted market prices are not available, fair values are based on estimates using present value or other
valuation techniques. Those techniques are significantly affected by the assumptions used, including
the discount rate and estimates of future cash flows. Accordingly, the fair value estimates may not be

realiznd in an immediate settlement of the instrument.

The fair value guidance provides a consistent definition of fair value, which focuses on exit price in
an orderly transaction (that is, not a forced liquidation or disfressed sale) between market participants
at the measurement date under current market conditions. If there has been a significant decrease in
the volume and level of activity for the asset or liability, a change in valuation technique or the use of
multiple valuation techniques may be appropriate. In such instances, determining the price at which
willing market participants would transact at the measurement date under current market conditions
depends on the facts and circumstances and requires the use of significant judgment. The fair value
is a reasonable point within the range that is most representative of fair value under current market
conditions.

Fair Yalue Hierarchy - In accordance with this guidance, financial assets and financial liabilities,
generally measured at fair value, are grouped in three levels, based on the markets in which the assets

and liabilities are traded and the reliability of the assumptions used to determine fair value.

Level I - Valuation is based on quoted prices in active markets for identical assets or liabilities that
the reporting entity has the ability to access at the measurement date. Level I assets and liabilities
generally include debt and equity securities that are traded in an active exchange market. Valuations
are obtained from readily available pricing sources for market transactions involving identical assets
or liabilities.
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17. Fair Value Measurements (Continued)

Level 2 - Valuation is based on inputs other than quoted prices included within level I that are
observable for the asset or liability, either directly or indirectly. The valuation may be based on
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 for substantially the full
term of the asset or liability.

Level 3 - Valuation is based on unobservable inputs that are supported by little or no market activity
and that are significant to the fair value ofthe assets or liabilities. Irvel 3 assets and liabilities include
financial instruments whose value is determined using pricing models, discounted cash flow
methodologies, or similar techniques, as well as instruments for which determination of fair value
requires sigrrificant management judgment or estimation.

A financial instrument's categorization within the valuation hierarchy is based upon the lowest level
of input that is significant to the fair value measurement.

Assets Measured at Fair Value on a Recurring Basis
For the Bank, the only items recorded at fair value on a recurring basis are securities available for sale.
These securities consist primarily of U.S. Government Agency (including mortgage-backed) securities
and state and municipal securities. When available, the Bank uses quoted market prices of identical
assets on active exchanges (Level I measurements). Where such quoted market prices are not
available, the Bank typically employs quoted market prices of similar instruments (including matrix
pricing) and/or discounted cash flows to estimate a value of these securities (Level 2 measurements).
Level 3 measurements include discounted cash flow analyses based on assumptions that are not readily
observable in the market place, including projections of future cash flows, loss assumptions, and
discount rates.

Fair values of assets and liabilities measured on a recurring basis at December 31 , 2017 and 20 I 6 are
as follows:

Fair
Level I Level? Level3 Value

!)ecemberll,4lZ:
Securities avai lable-for-sale:

U.S. Government securities
MBS/CMO'S
State and municipal securities

Total securities available-for-sale

December 31.2016:
Securities avai lable-for-sale:

U.S. Govemment securities
MBS/CMO's
State and municipal securities

Total securities available-for-sale

943,407
27,757,435
15.067.678

943,40',1

27,757,435
15.067.678
43,768,520

929,140
28,093,322
r 5.091.549
44,114,011

43,768,520

929,140
28,093,322
15. 1.549
44,1l4,0l l

25



17. Fair Value Measurements (Continued)

Assets Measured at Fair Value on a Nonrecurring Basis
Following is a description of the valuation methodologies used for assets and liabilities measured and
recorded at fair value on a nonreculring basis. These nonrecurring fair value adjustments typically
are a result of lower of cost or fair value accounting or a write-down occurring during the period. In
periods when there is no adjustnent, the asset or liability is generally not considered to be at fair value.

Impaired Loans. Loans for which it is probable that the Bank will not collect all principal and
interest due according to contractual terms are measured for impairment. Write-downs of
impaired loans are estimated using the present value of expected cash flows or the appraised value
of the underlying collateral discount as necessary due to management's estimates of changes in
economic conditions.

Other Real Estate. Other real estate is carried at the lower of the recorded invesfrnent in the loan
or fair value less estimated costs to sell the property. Fair values are based on appraisals
(performed either by the Bank or by independent appraisers) on the subject property using market
prices of similar real estate.

Carrying values of assets and liabilities measured at fair value on a nonrecurring basis at
December 31,2017 and 2016 are as follows:

Level I LevelZ Level 3 Total

December 31,2017:
lmpaired loans
Other real estate

1,266,531 t,266,531

December 31,2016:
Impaired loans
Other real estate

859, I 96 859, I 96

18. Subseouent Events
In accordance with FASB Accounting Standards Codification Topic 855, ",SuDsequent Events," the
Company evaluated events and fiansactions that occurred after the balance sheet date but before the
financial statements were made available for potential recognition or disclosure in the financial
statements. The Company evaluated such events through February 23,2018, the date for which the
financial statements were available for distribution, for potential recognition and disclosure. No
subsequent events requiring potential recognition or disclosure were noted.
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