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Annual Report of Holding Companies—FR Y-6

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

This Report is required by law: Section 5(c)(1)}(A) of the Bank
Holding Company Act (12 U.S.C. § 1844 (c)(1)(A)); Section 8(a)
of the International Banking Act (12 U.S.C. § 3106(a)); Sections
11(a)(1), 25 and 25A of the Federal Reserve Act (12 U.S.C.
§§ 248(a)(1), 602, and 611a); Section 211.13(c) of Regulation K
(12 C.F.R. § 211.13(c)); and Section 225.5(b) of Regulation Y (12
C.FR. § 225.5(b)) and section 10(c)(2)(H) of the Home Owners'
Loan Act. Return to the appropriate Federal Reserve Bank the
original and the number of copies specified.

This report form is to be filed by all top-tier bank holding compa-
nies and top-tier savings and loan holding companies organized
under U.S. law, and by any foreign banking organization that
does not meet the requirements of and is not treated as a qualify-
ing foreign banking organization under Section 211.23 of
Regulation K (12 C.F.R. § 211.23). (See page one of the general
instructions for more detail of who must file) The Federal
Reserve may not conduct or sponsor, 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 Annua! Report of Holding Companies must be signed
by one director of the top-tier holding company. This individual
should also be a senior official of the top-tier holding company. In
the event that the top-tier holding company does not have an
individual who is a senior official and is also a director, the chair-
man of the board must sign the report.

I. Mark N. Reed
Name of the Holding Company Director and Official

President/ CEQ / Director

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

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

details i port conceming tha%

Signature of Ho!dln§ Company Director and Official
03/22/2017

Date of Signature
For holding companies nof registered with the SEC—
InEdi?le status of Annual Report to Shareholders:

is included with the FR Y-6 report
O will be sent under separate cover
O is not prepared

For Federal Reserve Bank Use Only

RSSD ID
C.l

Date of Report (top-tier holding company's fiscal year-end):
December 31, 2016

Month / Day / Year

NO LEI - N/A
Reporter's Legal Entity Identifier (LEI) (20-Character LE) Code)

Reporter's Name, Street, and Mailing Address
Pioneer Bankshares, Inc.

Legal Title of Holding Company

263 East Main Street, P.O. Box 10

{Mailing Address of the Holding Company) Street / P.O. Box
Stanley VA

City State

same as above

Physical Lacation (if different from mailing address)

22851
Zip Code

Person to whom questions about this report should be directed:
Lori G. Hassett Senior VP/CFO

Name Title

540-778-2294 6302

Area Code / Phone Number / Extension
540-778-4009

Area Code / FAX Number
Ihassett@pioneerbks.com

E-mail Address

N/A

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

Does the reporter request confidential freatment for any portion of this
submission?

[ Yes Please identify the report items to which this request applies:

In accordance with the instructions on pages GEN-2
and 3, a letter justifying the request is being provided.

|:| The information for which confidential treatment is sought
is being submitted separately labeled “Confidential.”

No

Public reporling burden for this information collection is estimated to vary from 1.3 to 101 hours per response, with an average of 5.25 hours per response, including time fo gather and
maintain data in the required form and to review instructions and complete the information collection. Send comments regarding this burden estimate or any other aspact of this collection of
information, including suggestions for reducing this burden to: Secretary, Board of Governors of the Federal Reserve System, 20th and C Streets, NW, Washington, DC 20551, and to the
Office of Management and Budget, Paperwork Reduction Project (7100-0297), Washington, DC 20503.

10/2014
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Top-tiered holding companies must list the names, mailing address, and physical locations of each of their subsidiary holding companies

below.

N/A

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

{Mailing Address of the Subsidiary Halding Company) Strest / P.O. Box

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

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

Legal Tille of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

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

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

City State Zip Code

City State Zip Code

Physica! Location (if different from mailing address)

Physical Location (if different from mailing address)

Lega! Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

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

(Maliling Address of the Subsidlary Holding Company) Street/ P.O. Box

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location {if different from mailing address)

Legat Titls of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

{Mailing Address of the Subsidiary Holding Company} Street/ P.O. Box

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

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address})

12/2012



FORM FR Y-6

PIONEER BANKSHARES, INC
STANLEY, VA 22831

Fiscal Year Ending, December 31, 2016

Report Items
1(a) N/A
Pioneer Bankshares, Inc is no longer an SEC filer, as we deregistered in 2012,
1(b) Annual Report: ‘attachied / submitted with this report
2a Organizational Chart
PIONEER BANKSHARES, INC
263 East Main Street "No LEI"
PO Box 10
Stanley, VA 22851
PIONEER BANK o
252 East Main Street 100% owned-
PO Box 10 "No LEI"
Stanley, VA 22851
PIONEER SPECIAL ASSETS, LLC PIONEER FINANCIAL SERVICES, LLC.
(address same as bank) (address same as bank)
J00%owned.  ~ 1 100% owned:
"No LEI" "No LEI"
2b See attached - separate schedule - branch listing ,
3 Securities Holders (Shareholders)

Item 3-1 Shareholders with 5% ownership or more
1-a 1-b l-¢

None at this time

Item 3-2 There are no known shareholders with 5% or more ownership.




PIONEER BANKSHARES, INC

ORGANIZATIONAL CHART - December 31, 2016

PIONEER BANKSHARES, INC
263 East Main Street
PO Box 10 NOLEL -
Stanley, VA 22851
Incorporated in the Commonwealth of Virginia

PIONEER BANK
252 East Main Street
POBox 10 NO LEI
Stanley, VA 22851

100% owned
Incorporated in the Commonwealth of Virginia

PIONEER SPECIAL ASSETS, LLC PIONEER FINANCIAL SERVICES, LLC.
(address same as bank) (address same as bank)
100% owned 100% owned
Fully Managed by Pioneer Bank Fully Managed by Pioneer Bank
Limited Liability Corporation established in Limited Liability Corporation established in
the Commonwealth of Virginia, USA the Commonwealth of Virginia, USA

NO LEI NO LEI



PIONEER BANKSHARES, INC

FR-Y6 Report as of 12/31/16

Item 4 Insiders / Directors and Executive Officers
1 2 3-a 3-b 3¢ 4-a 4-b 4-c
Holding Other
Principal Subsidiary Other Company  Subsidiary Company
Name/Address Qccupation , if other Holding Company Title/ Company Stock Stock Stock
{City, State, County) than with Holding Company Title / Position Position Title/Positon Percentage  Percentage Percentage
Karen F. Jenkins Officer, General Excavation, Inc. Director Director na 0.59% na na
Luray, VA Comptroller, Secretary/Treasurer Pioneer Bank
USA
Long, Robert E. Retired Real Estate Agent Director Director Walnut Shade Farm - Partner 2.46% na Walnut Shade Farm
Luray, VA 22835 Pioneer Bank 50%
USA
Louderback, Hamry F. Retired - FBI Director Director n/a 2.54% nfa na
Shenandoah, VA 22849 Pioneer Bank
JUSA
Markowitz, E. Powelil Officer Director Director Corp Sec. - Treasurer 0.85% na Bank St Assoc 50%
Luray, VA 22835 Restaurant Inn & Art Pioneer Bank Bank Street Assoc.
USA Gallery General Partner
F.T. Reuter Enterprises, Inc.
/a Red Fox Inn & Red Fox Fine Ant
Miller, Kyle Retired - VA. State Police Director Director n/a 2.04% n/a na
Stanley, VA 22851 Pioneer Bank
|usa
Printz, James F. Retired - Insurance Agency Director Director n/a 2.78% n/a nfa
Luray, VA 22835 Pioncer Bank

USA




PIONEER BANKSHARES, INC.

Item 4 (continued) Insiders / Directors and Executive Officers
Holding Other
Subsidiary Other Company  Subsidiary Company
Holding Company Title/ Company Stock Stock Stock
Name/Address Occupation Title / Position Pasition Title/Positon Percentage Percentage Percentage
Reed, Mark N. President/CEO Director President/CEQ na 1.23% nfa nfa
Luray, VA 22835 Pioneer Bank / Pioneer Bankshares, Inc. President/CEO Pioncer Bank
USA
Rosazza, Thomas R. Retired, Former Bank President/CEQ Director Director Evangelical Presbyterian Church 1.76% n/a n/a
Shenandoah, VA 22849 Pioneer Bank Corporation - Treasurer
USA
Slye, David Insurance Agent Director Director Jewell Hollow Homestead, LLC. 0.94% nfa Jewell Hollow - 25%
Luray, VA 22835 Pioneer Bank

Usa
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PIONEER BANKSHARES, INC. AND SUBSIDIARY

Market Data

The Common Stock of the Company trades on the OTC Bulletin Board under the symbol “PNBI” and transactions generally
involve a small number of shares. = The Company’s transfer agent is Computershare, Inc. located at 480 Washington
Boulevard, 29" Floor, in Jersey City, New Jersey, 07013. The following table shows actual trade prices during the year. Other
transactions may have occurred which were not included in the table.

COMMON STOCK TRADE PRICES

2016 High Low
First Quarter $ 24.00 $ 22.10
Second Quarter 24.20 22.75
Third Quarter 24.20 23.00
Fourth Quarter 24.00 21.75

2015 High Low
First Quarter $ 22.99 $ 20.84
Second Quarter 22.50 21.75
Third Quarter 22.00 21.75
Fourth Quarter 25.00 22.00

The Company has declared dividends on its Common Stock as follows:

Declared Record Payment Per Share
Date Date Date Amount
2/11/16 3/21/16 3/31/16 $ .19
6/09/16 6/20/16 6/30/16 19
8/11/16 9/19/16 9/30/16 19
12/08/16 12/19/16 12/30/16 19
Total for 2016 $ .76
3/12/15 3/23/15 3/31/15 $ .18
6/11/15 6/22/15 6/30/15 .18
9/17/15 9/27/15 9/30/15 .18
11/19/15 12/21/15 12/31/15 .18
Total for 2015 $ 72

The Company’s ability to pay dividends is subject to certain restrictions imposed by the Federal Reserve and capital requirements
of Federal and Virginia banking statutes and regulations. Additionally, the Company intends to follow a policy of retained
earnings sufficient for the purpose of maintaining net worth and reserves of the Bank at adequate levels and to provide for the
Company’s growth and ability to compete in its market area.



PIONEER BANKSHARES, INC. AND SUBSIDIARY

FINANCIAL HIGHLIGHTS
(In thousands, except for per share information)

2016 2015
Results of Operations
Interest and dividend income $ 9,297 $ 9,178
Interest expense 740 599
Net interest income 8,557 8,579
Provision for loan losses 538 313
Net interest income after provision for loan losses 8,019 8,266
Noninterest income 1,136 1,383
Noninterest expense 7,108 6,915
Income before income taxes 2,047 2,734
Income tax expense 424 676
Net Income $ 1,623 $ 2,058
Financial Condition, At Year End
Assets $ 194,909 $ 182,515
Deposits 158,882 148,730
Loans, net of allowance 158,736 147,571
Stockholders’ Equity 26,019 24,799
Per Share Data
Net income per share, basic and diluted $ 168 $ 2.14
Dividends per share 76 12
Book value per share 26.83 25.68
Performance Ratios
Return on average assets * 0.84% 1.14%
Return on average equity * 6.36% 8.44%
Dividend payout ratio 45.33% 33.68%
Average equity to average assets * 13.25% 13.55%

!Ratios are based primarily on daily average balances



PIONEER BANKSHARES, INC. AND SUBSIDIARY

General Business Description

Pioneer Bankshares, Inc. (the “Company”), a Virginia one bank holding company headquartered in Stanley, Virginia,
was incorporated under the laws of the Commonwealth of Virginia on November 4, 1983. The Company’s wholly-owned
subsidiary, Pioneer Bank, Inc. (the “Bank™) was established as a national bank in 1909. The Bank converted from a national
bank to a state chartered bank, effective April 1994, and changed its name to Pioneer Bank, effective April 1999.

Pioneer Bank’s main branch and corporate office are located in Stanley, Virginia, with other branch locations in
Shenandoah, Luray, Harrisonburg, Stanardsville, Ruckersville, and Charlottesville, Virginia. The Bank also operates a small
finance company known as Valley Finance Services, a Division of Pioneer Bank, which specializes in consumer and auto
lending.

Pioneer Bank also owns and operates two subsidiaries, one of which is Pioneer Financial Services, LLC. Income
received from insurance services and non-banking investment services is handled through Pioneer Financial Services, LLC.
The second subsidiary owned by Pioneer Bank is Pioneer Special Assets, LLC, which is generally used in conjunction with
foreclosed properties, as a means of minimizing the risk of liability to the Bank.

The primary assets of the Company consist of all of the stock of the Bank, real estate holdings leased to the Bank, a
portfolio of equity investment securities, corporate bonds, and minimal cash accounts.

The Bank is engaged in the general commercial banking business, primarily serving the counties of Page, Greene,
Rockingham, and Albemarle, Virginia. In addition, the close proximity and mobile nature of individuals and businesses in
adjoining Virginia counties and nearby cities places these markets within the Bank’s targeted trade area. The Bank also
anticipates serving some individuals and businesses from other areas, including, but not limited to, the counties surrounding
Page County.

The Bank offers a full range of banking and related financial services focused primarily towards serving individual
consumers, small to medium size commercial businesses, and the professional community. The Bank strives to serve the
banking needs of its customers while developing personal, hometown relationships. The Bank’s Board of Directors and
management believe that the marketing of customized banking services will enable the Bank to continue its position in the
financial services marketplace.

The Bank provides individual consumers, professionals and small and medium size commercial businesses in its
market area with responsive and technologically advanced banking services. These services include competitively priced loans
that are based on deposit relationships, easy access to the Bank's decision-makers, and quick and innovative action necessary to
meet a customer's banking needs. The Bank’s capitalization and lending limit enables it to satisfy the credit needs of a large
portion of the targeted market segment. In the event there are customers whose loan requirements exceed the Bank’s lending
limit, the Bank will seek to arrange such loans on a participation basis with other financial institutions or private investors. The
Board of Directors and management believe the Bank’s present capitalization will support substantial growth in deposits and
loans.
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Independent Auditor's Report

To the Audit Committee and Stockholders
Pioneer Bankshares, Inc.
Stanley, Virginia

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Pioneer Bankshares, Inc. and Subsidiary, which
comprise the consolidated balance sheets as of December 31, 2016 and 2015, 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 (collectively, the financial statements).

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Pioneer Bankshares, 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 accordance with accounting principles generally accepted in the United States of America.

S, Syl (b 1.

Winchester, Virginia
March 27, 2017



PIONEER BANKSHARES, INC. AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2016 AND 2015

(In Thousands, except share and per share data)

2016

2015

ASSETS
Cash and due from banks $ 688 $ 3,206
Interest-bearing deposits in other banks 6,630 5,163
Federal funds sold 1,810 2,506
Securities available for sale, at fair value 8,278 13,063
Restricted securities, at cost 694 598
Loans receivable, net of allowance of $2,022 in 2016 and $2,103 in 2015 158,736 147,571
Bank premises and equipment, net 4,756 4,828
Accrued interest receivable 925 895
Other real estate owned, net of valuation allowance 1,419 352
Other assets 4,773 4,333
Total Assets $ 194,909 $ 182,515
LIABILITIES
Deposits
Noninterest bearing: $ 49696 $ 47,140
Interest bearing:
Demand 36,526 34,269
Savings 25,863 23,139
Time deposits 46,797 44,182
Total Deposits 158,882 148,730
Accrued expenses and other liabilities 1,733 1,686
Borrowings 8,275 7,300
Total Liabilities 168,890 157,716
STOCKHOLDERS’ EQUITY
Common stock; $.50 par value, authorized 5,000,000 shares; outstanding — 969,911 and 965,794
shares in 2016 and 2015, respectively 485 483
Retained earnings 25,451 24,468
Accumulated other comprehensive income (loss) 83 (152)
Total Stockholders’ Equity 26,019 24,799
Total Liabilities and Stockholders’ Equity $ 194,909 $ 182,515

See Notes to Consolidated Financial Statements.



PIONEER BANKSHARES, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2016 AND 2015

(In Thousands, except per share data)

INTEREST AND DIVIDEND INCOME:

Loans including fees

Interest on securities — taxable

Interest on securities — nontaxable

Deposits and federal funds sold

Dividends

Total Interest and Dividend Income
INTEREST EXPENSE:

Deposits

Borrowings

Total Interest Expense
NET INTEREST INCOME
PROVISION FOR LOAN LOSSES
NET INTEREST INCOME AFTER PROVISION FOR LOAN LOSSES
NONINTEREST INCOME:

Service charges on deposit accounts
Commission income

Other income

(Loss) Gains on security transactions, net

Total Noninterest Income
NONINTEREST EXPENSES:

Salaries and employee benefits
Occupancy expenses
Equipment expenses

ATM expenses

FDIC assessment

Sales and franchise tax
Supplies and printing

Director compensation and fees
Loss on other real estate owned
Legal fees

Professional and audit fees
Data processing fees
Telephone

Amortization expenses

Other expenses

Total Noninterest Expenses

INCOME BEFORE INCOME TAXES
INCOME TAX EXPENSE

NET INCOME

PER SHARE DATA:
Net income, basic and diluted
Dividends

See Notes to Consolidated Financial Statements.

8

2016

2015

$ 9013 $ 8,870
82 9%

50 69

47 20

105 123

9,297 9,178

596 518

144 81

740 599

8557 8579

538 313

8,019 8266
1,130 994

89 84

85 158

(168) 147

1,136 1,383
3,218 3,103

517 506

294 408

268 212

150 147

134 125

114 91

148 165

8 22

103 81

430 394

462 412

205 208

210 180

847 861

7108 6915
2047 2,734

424 676

$ 1,623 $ 2058
$ 168 $ 214
$ 076 $ 072




PIONEER BANKSHARES, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
YEARS ENDED DECEMBER 31, 2016 AND 2015

(In Thousands of Dollars)

2016 2015
Net Income $1,623  $2,058
Other comprehensive income (loss), net of tax
Unrealized gains (losses) on securities:
Unrealized holding gains (losses) arising during period,
(net of tax $65 and $91 for 2016 and 2015, respectively) 124 (175)
Reclassification adjustment for losses (gains) included in
net income (net of tax $57 and $50 for 2016 and 2015,
respectively)
111 97
Other comprehensive income (loss) 235 (272)
Comprehensive income 1,858 1,786

See Notes to Consolidated Financial Statements.



PIONEER BANKSHARES, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
YEARS ENDED DECEMBER 31, 2016 AND 2015

(In Thousands of Dollars)

Accumulated
Other

Common  Retained Comprehensive
Stock Earnings Income (Loss) Total
BALANCE DECEMBER 31, 2014 $ 481 $ 23,010 $ 120 3 23,611
Net Income 2,058 2,058
Other Comprehensive Loss (272) (272)
Cash Dividends (693) (693)
Stock issued for compensation 2 93 95
BALANCE DECEMBER 31, 2015 $ 483 $ 24468 $ (152) $ 24,799
Net Income 1,623 1,623
Other Comprehensive Income 235 235
Cash Dividends (736) (736)
Stock issued for compensation 2 96 98
BALANCE DECEMBER 31, 2016 $ 485 $25451 % 83 $ 26,019

See Notes to Consolidated Financial Statements.
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PIONEER BANKSHARES, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2016 AND 2015

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses

Loss (Gain) on security transactions, net
Net amortization on securities
Deferred income tax (benefit) expense
Depreciation
Amortization
Stock based compensation
Loss on other real estate
Loss on disposal of premises and equipment
Net change in:

Accrued interest receivable

Other assets

Accrued expenses and other liabilities

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Net change in interest-bearing deposits in other banks
Net change in federal funds sold
Net change in restricted securities

Proceeds from calls, maturities, sales, and principal payments of securities available for

sale
Purchase of securities available for sale
Net (increase) in loans
Proceeds on sale of other real estate
Purchase of bank premises and equipment

Net Cash (Used in) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net change in:
Demand and savings deposits
Time deposits
Proceeds from borrowings
Curtailments of borrowings
Exercise of stock options
Dividends paid

Net Cash Provided by Financing Activities

CASH AND CASH EQUIVALENTS
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
Supplemental Disclosure of Cash Paid During the Year for:
Interest
Income taxes
Supplemental Disclosure of non-cash activity:
Unrealized gain (loss) on securities available for sale
Other real estate acquired in settlement of loans

See Notes to Consolidated Financial Statements.
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2016 2015
1,623 2,058
538 313
168 (147)

21 24
(95) 17
325 438
210 180
80 81

8 22

- 6
(30) (63)
(677) 564
47 (435)
2,218 3,058
(1,467) (208)
696 396
(96) (6)
12,675 12,021
(7,722) (13,559)
(12,795) (7,842)
17 172
(253) (193)
(8,945) (9,219)
7,537 11,854
2,615 (6,182)
7,500 3,000
(6,525) (3,400)
18 14
(736) (693)
10,409 4,593
3,682 (1,568)
3,206 4774
6,888 3,206
725 602
520 485
357 (413)
1,092 175



PIONEER BANKSHARES, INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting and reporting policies of Pioneer Bankshares, Inc. ("Company"), and its subsidiary Pioneer Bank ("Bank"),
conform to accounting principles generally accepted in the United States of America and to accepted practice within the banking
industry. A summary of significant accounting policies is as follows:

Consolidation Policy - The consolidated financial statements of the Company include the Bank and Pioneer Financial Services,
LLC, and Pioneer Special Assets, LLC which are wholly-owned subsidiaries of the Bank. All significant inter-company balances
and transactions have been eliminated.

Use of Estimates — In preparing consolidated financial statements in conformity with accounting principles generally accepted in
the United States of America, management is required to make estimates and assumptions that affect the reported amounts of
assets and liabilities as of the date of the balance sheet and reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates. Material estimates that are particularly susceptible to significant change in the
near term relate to the determination of the allowance for loan losses, the valuation of foreclosed real estate, and other-than-
temporary impairment of securities.

Reclassifications - Certain reclassifications have been made to prior period balances to conform to the current year
presentation. None were of a material nature.

Subsequent Events - In preparing these financial statements, the Company has evaluated events and transactions for potential
recognition or disclosure through March 27, 2017, which is the date the financial statements were available to be issued. In the
opinion of management, all subsequent events requiring recognition or disclosure have been included in the consolidated financial
statements.

Securities - Investment securities which the Company intends to hold until maturity or until called are classified as held to
maturity. These investment securities are carried at cost. Restricted securities include the Bank’s investments in Federal Reserve
Bank stock and FHLB stock and are carried at cost. Securities which the Company intends to hold for indefinite periods of time,
including securities used as part of the Company’s asset/liability management strategy, are classified as available for sale. These
securities are carried at fair value. Net unrealized gains and losses, net of deferred income taxes, are excluded from earnings and
reported as a separate component of stockholders' equity until realized. At December 31, 2016 and 2015, the Company classified
all securities as available for sale.

Interest income includes amortization of purchase premium or discount. Premiums and discounts on securities are amortized on
the level-yield method without anticipating prepayments, except for mortgage backed securities where prepayments are
anticipated. Gains and losses on sales are recorded on the trade date and determined using the specific identification method.

Impairment of securities occurs when the fair value of a security is less than its amortized cost. For debt securities, impairment is
considered other-than-temporary and recognized in its entirety in net income if either (1) the Company intends to sell the security
or (2) it is more likely than not that the Company will be required to sell the security before recovery of its amortized cost basis.
If, however, the Company does not intend to sell the security and it is not more-than-likely that the Company will be required to
sell the security before recovery, management must determine what portion of the impairment is attributable to a credit loss, which
occurs when the amortized cost of the security exceeds the present value of the cash flows expected to be collected from the
security. If there is no credit loss, there is no other-than-temporary impairment. If there is a credit loss, other-than-temporary
impairment exists, and 