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

This Report is required by law: Section 5(c)(1)(A) of the Bank
Holding Company Act (12 U.S.C. § 1844(c)(1)(A)); sections 8(a)
and 13(a) of the International Banking Act (12 U.S.C. §§ 3106(a)
and 3108(a)); sections 11(a)(1), 25, and 25A of the Federal
Reserve Act (12 U.S.C. §§ 248(a)(1), 602, and 611a); and sec-
tions 113, 165, 312, 618, and 809 of the Dodd-Frank Act (12 U.S.C.
§§ 5361, 5365, 5412, 1850a(c)(1), and 5468(b)(1)). Return to the
appropriate Federal Reserve Bank the original and the number of
copies specified.

This report form is to be filed by all top-tier bank holding compa-
nies, 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.FR. §
211.23). (See page one of the general instructions for more detail
of who must file.) The Federal Reserve may not conduct or spon-
sor, and an organization (or a person) is not required to respond
to, an information collection unless it displays a currently valid
OMB control number.

NOTE: The Annual Report of Holding Companies must be signed by
one 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 chairman of the board must
sign the report. If the holding company is an ESOP/ESOT formed as
a corporation or is an LLC, see the General Instructions for the
authorized individual who must sign the report.

I, Brett M. Stover

Name of the Holding Company Director and Official

SVP-Sec.

Title of the Holding 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 authority, 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 submifted in accordance with the Board's
"Rules Regarding Availability of Information," 12 C.FR. Part 261,

that the Reporter and inglividual consent to public release of all
delgj the report congépning that individual.

Signature of Holdln! Company Director and Official
03/28/2019

Date of Signature

Date of Report (top-tier holding company's fiscal year-end):
December 31, 2018

Month / Dav / Year

NJ|A

Repomter's Legal Entity Identifier (LEI) (20-Character LEI Code)
Reporter's Name, Street, and Mailing Address

First Clay County Banc Corp.

Legal Title of Holding Company

P.O. Box 239

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

Clay WV 25043
City State Zip Code

150 Main St. Clay WV 25043

Physical Location (if different from mailing address)

Person to whom questions about this report should be directed:
Brett M. Stover SVP-Sec

Name Titie
304-587-4221

Area Code / Phone Number / Extension
304-587-4231

Area Code / FAX Number
bstover@claycountybank.com

E-mail Address

N/A

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

For holding companies not registered with the SEC—
Indicate status of Annual Report to Shareholders:

is included with the FR Y-6 report

] wili be sent under separate cover

O is not prepared

For Federal Reserve Bank Use Only

112741

RSSD ID
C.L

Is confidential treatment requested for any portion of ~ |0=N° |
this report sUbmMISSION? .......ccviiiiiiiiiiiiiiiiies 1=Yes| O I

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

1. a letter justifying this request is being provided along
WD 08 TEPOM v e eeee s e ee e ee e eee e, O

2. aletter justifying this request has been provided separately ... D

NOTE: Information for which confidential freatment is being requested
must be provided separately and labeled
as "confidential.”

Public reporting burden for this information collection is eslimated to vary from 1.3 to 101 hours per response, wilh an average of 5.50 hours per response, including time to gather and
maintain data in the required form and to revlew insiructions and complete the informatlon collection. Send comments regarding this burden estimate or any olher aspect of this collection of
information, including suggestions for reducing this burden to: Secrelary, Board of Governors of the Federal Reserve Syslem, 20th and C Streets, NW, Washington, DC 20551, and {o the

Office of Management and Budget, Papenwork Reduction Project (7100-0297), Washington, DC 20503.

03/2018



FIRST CLAY COUNTY BANC CORPORATION
FR Y-6 DECEMBER 31, 2018

REPORT ITEM 1: The Bank Holding Company prepares an annual report for its Shareholders.
Two copies are enclosed.

Report Item 2a: Organization Chart:

First Clay County Banc Corporation
NO LEI
Clay, WV USA
Incorporated in West Virginia

4 100%

Clay County Bank, Inc.
LEI: 2549003VO95NGF435U70
Clay, WV USA
Incorporated in West Virginia |

Report Iltem 2b  See attached FRB listing.
Report Item 3 Shareholders (see attached)

Report Iltem 4: Directors, Officers and Principal Shareholders (see attached)




Results: A list of branches for your holding company: FIRST CLAY COUNTY BANC CORPORATION (1427211} of CLAY, WV.

The data are as of 12/31/2018. Data reflects information that was received and processed through 01/06/2019.

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

Actions
OK: If the branch information is correct, enter 'OK’ in the Data Action column.

Change: If the branch information is incorrect or incomplete, revise the data, enter 'Change' in the Data Action column and the date when this information first became valid in the Effective Date column.
Close: If a branch listed was sold or closed, enter 'Close' in the Data Action column and the sale or closure date in the Effective Date column,

Delete: If a branch listed was never owned by this depository institution, enter 'Delete’ in the Data Action column.

Add: If a reportable branch is missing, insert a row, add the branch data, and enter 'Add’ in the Data Action column and the opening or acquisition date in the Effective Date column.

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

Submission Procedure

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

Note:

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

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

Data Action |Effective Date |Branch Service Type Branch | Popular Name Street Address City |State |Zip Code |County |Country FDIC UNINUM* |Office ber* |Head Office Head Office 1D_RSSD*
oK Full Service (Head Office] | 832528 |CLAY COUNTY BANK, INC. |150 MAIN STREET |CLAY |WV 125043 CLAY UNITED STATES |Not Required Not Required CLAY COUNTY BANK, INC. 832528
OK l Full Service 955324 |CLAY BRANCH 2236 MAIN STREET |CLAY |WV_ |25043 CLAY UNITED STATES |Not Required Not Required CLAY COUNTY BANK, INC. 832528




Form FRY-6
First Clay County Banc Corporation
Fiscal Year Ending December 31, 2018

Report Item 3: Securities holders

(1)(a)(b){c)

Current Securities holders with ownership, control or holdings of 5% or more with power to vote as of the fiscal
year ending 12-31-2018

(1)(a) (1) (b) (1) (c)

Name Country of Citizenship Number and Percentage of
City, State, Country or Incorporation Voting Securities

Elizabeth A. Miller USA 8,100- 20.94% Common
Stock

Vero Beach, FL USA

Henry B. Davenport USA 3,000-7.76% Common
Stock

Charles Town, WV USA

Patricia S. Muncie USA 3,150- 8.14% Common Stock

Winchester, KY USA

Thomas S. Cook USA 3,400- 8.79% Common Stock
Dunbar, WV USA
John Habjan USA 1,950- 5.04% Common Stock

Clarion, PA USA

Report Item 3.2- None




Report Item 4: Insiders

(1), (2), (3) (a) (b) (c) and (4) (a) (b) (c)

First Clay County Banc Corporation
Fiscal Year Ending December 31, 2018

Form FRY-6

(1)

(2)

(3) (a)

(3) (b) (3) ()

(4) (a)

(4) (b)

(4) (c)

Name Principal Title Title-Position Title-Position % Voting % shares Other

City, State Occupation Position Clay County  Other shares BHC  subsidiaries Companies

Country Other than BHC Bank Businesses 25% voting
BHC shares

J. Gregory Gency N/A President/ President/ N/A 0.19% None N/A

Clay, WV USA Director Director

Jerry C. Gould Owner of Director & Director & President- 2.08% None Gould’s Electric

Indore, WV USA Gould’s Electric Chairman Chairman Gould’s Electric Motor Repair
Motor Repair Inc. Motor Repair Inc. Inc. — (100%)

Thomas Cook Retired Director Director N/A 8.79% None N/A

Dunbar, WV USA

Bruce Cunningham Retired Teacher Director Director President- 3.17% None Cunningham

lvydale, WV USA /Car Dealer Cunningham Motors, Inc.

Motors, Inc. (41%)

Brett M. Stover N/A Director/ Director/ N/A 0.15% None N/A

Clay, WV USA Secretary SVP-CFO

Sally Miller Collins Teacher Director Director N/A 0.13% None N/A

Buckhannon WV USA

Gary Keen Owner of Director Director Owner- 1.36% None Elk Valley

Clay WV USA Elk Valley Elk Valley Heating and
Heating and Heating and Cooling- (100%)
Cooling Cooling

Elizabeth A. Miller Retired Teacher N/A N/A N/A 20.94% ** None N/A

Vero Beach FL USA

Retired Director

**Included as a principal stock holder




actcpas.com

‘ . Arn Ett 101 Washington Street, East

= P.O. Box 2629

Ca rb IS Charleston, WV 25329

304.346.0441 | 304.346.8333 fax

Toothman, 300.642.3601
CPAs & Advisors

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Shareholders
First Clay County Banc Corporation

and Subsidiary
Clay, West Virginia

Report on Financial Statements

We have audited the accompanying consolidated financial statements of First Clay County Banc Corporation
and Subsidiary, which comprise the consolidated balance sheets as of December 31, 2018 and 2017, and the
related consolidated statements of income, comprehensive income, changes in shareholders’ equity, and cash
flows for each of the three years in the period ended December 31, 2018, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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 performing 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 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficlent 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 financial position of First Clay County Banc Corporation and its Subsidiary as of December 31, 2018 and
2017, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2018 in accordance with accounting principles generally accepted in the United States of

America.
Aenet Contticas Toothmrary LLP

Charleston, West Virginia
February 13, 2019

Bridgeport, WV ¢ Buckhannon, WV s Charleston, WV ¢ Columbus, OH s Meadville, PA « Morgantown, WV ¢ New Castle, PA » Pittsburgh, PA



FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS
December 31, 2018 and 2017

2018 2017
Assets
Cash and due from banks $ 2436314 § 2,218,579
Interest bearing deposits and deposit notes with other banks 21,716,756 19,901,970
Securities available for sale 16,911,607 16,604,288
Loans, less allowance for loan losses of $1,316,478
and $1,370,070, respectively 52,161,621 50,188,492
Bank premises and equipment, net 1,186,449 1,219,069
Accrued interest receivable 307,529 278,946
Other assets 236,222 273,638
Total assets $ 94,956,498 $ 90,684,982
Liabilities and Shareholders' Equity
Liabilities
Deposits:
Non interest bearing $ 21,189,874 $ 19,432,071
Interest bearing 60,020,096 58,425,484
Total deposits 81,209,970 77,857,555
Other liabilities 484.584 446,533
Total liabilities 81,694,554 78,304,088
Shareholders' Equity
Common stock, par value $10; 50,000 shares authorized
and issued; and 38,675 and 38,675 shares
outstanding in 2018 and 2017, respectively $ 500,000 $ 500,000
Additional paid-in-capital 1,000,169 1,000,169
Retained earnings 13,932,848 13,014,094
Less cost of shares acquired for the treasury - 11,325
and 11,325 shares in 2018 and 2017, respectively (2,159,599) (2,159,599)
Accumulated other comprehensive income (11,474) 26,230
Total shareholders' equity 13,261,944 12,380,894
Total liabilities and shareholders’ equity $ 94956498 $ 90,684,982

See Notes to Consolidated Financial Statements



FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF INCOME
For Each of the Years in the Period Ended December 31, 2018, 2017 and 2016

2018 2017 2016
Interest Income:
Interest and fees on loans $ 3,355,359 $ 3,295,294 $ 3,196,424
Interest on interest bearing deposits with
other banks 427,583 240,265 136,695
Interest and dividends on securities:
Taxable 267,612 214,070 202,952
Tax-exempt 132,083 126,282 140,324
Total interest income 4,182,637 3,875,911 3,676,395
Interest expense on deposits 460,148 408,357 445,204
Net interest income 3,722,489 3,467,554 3,231,191
Provision for loan losses 3,000 5,000 -
Net interest income after provision
provision for loan losses 3,719,489 3,462,554 3,231,191
Other income:
Service charges and fees 652,753 640,505 628,976
Other operating income and fees 111,656 82,088 73,865
Total other income 764,409 722,593 702,841
Other expenses:
Salaries and employee benefits 1,286,453 1,270,486 1,254,933
Occupancy 208,111 226,514 253,583
Professional fees 159,381 142,972 97,004
Data processing 229,078 211,479 211,444
Other outside service fees 94,173 89,769 84,193
Other operating expenses 728,197 689,416 710,133
Total other expenses 2,705,393 2,630,636 2,611,290
Income before income tax expense 1,778,505 1,554,511 1,322,742
Income tax expense 473,000 554,224 415,225
Net income $ 1,305,506 $ 1,000,287 $ 907,517
Basic earnings per common share $ 33.76 $ 25.88 3 23.06
Average common shares outstanding 38,675 38,653 39,357

See Notes to Consolidated Financial Statements



FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For Each of the Years in the Period Ended December 31, 2018, 2017 and 2016

2018 2017 2016

Net income $ 1,305,505 $ 1,000,287 $ 907517

Other comprehensive loss

Gross unrealized losses arising
during the period (49,285) (44,427) (206,413)
Adjustment for income tax benefit/(expense) 11,581 (10,572) 102,031
(37.704) (54,999) (104,382)
Other comprehensive loss, net of tax (37,704) (54.999) (104,382)

$ 1.267.801 $ 945,288 $ 803,135

Comprehensive income

See Notes to Consolidated Financial Statements



FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
For Each of the Years in the Perlod Ended December 31, 2018, 2017, and 2016

Balance at December 31, 2015

Net Income
Comprehensive income:
Change in
unrealized gain/loss
on securities
avallable for
sale, net of income
tax benefit of $102,031
Purchase of treasury stock,
196 shares
Cash dividends, $7.50
per share

Balance at December 31, 2016

Net Income
Comprehensive income:
Change in
unrealized gain/loss
on securities
available for
sale, net of income
tax expense of $10,572
Purchase of treasury stock,
529 shares
Cash dividends, $7.50
per share

Balance at December 31, 2017

Net Income
Comprehensive income:
Change in
unrealized gain/loss
on securities
available for
sale, net of income
tax benefit of $11,682
Cash dividends, $10.00
per share

Balance at December 31, 2018

Accumulated
Additlonal Other Total
Common Pald-In Retalined Treasury Comprehensive  Shareholders'
Stock Capital Earnings Stock Income / {Loss) Equity
$ 500,000 $ 1,000,168 $ 11,690,875 $ (1,035361) §$ 185,611 $ 11,441,294
- - 907,517 - - 907,517
. - - - (104,382) (104,382)
- - - (60,248) - (60,248)
- - (294,520) - - (294,520)
500,000 1,000,169 12,303,872 (1,995,608) 81,229 11,889,661
- . 1,000,287 - - 1,000,287
A - . - (54,999) (54,999)
- - (163,990) - (163,990)
& - {290,065) - - (290,065)
500,000 1,000,169 13,014,094 (2,159,599) 26,230 12,380,894
5 - 1,305,505 - - 1,305,505
. - - - (37,704) (37,704)
- - (386,752) - - (386,752)
$ 500,000 $ 1,000,169 $ 13,932,847 § (2,159,599) § (11,474) $ 13,261,943

See Notes to Consolidated Financial Statements



FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS
For Each of the Years in the Period Ended December 31, 2018, 2017, and 2016

2018 2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 1,305,505 $ 1,000,287 $ 907,517
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation 105,438 99,581 98,699
Net (accretion) amortization on securities (51,195) (9,148) (44,198)
Provision for loan losses 3,000 5,000 -
Provision for deferred income taxes (benefit) 13,837 18,224 (38,165)
Loss on sale of OREQ and ORA 26,875 - -
Loss on disposal of bank premises and equipment - - 8,324
(Increase) decrease in accrued interest receivable (28,583) 9,574 (21,382)
(Increase) decrease in other assets 23,985 76,085 (899)
(Decrease) increase in accrued interest payable
and other liabilities 38,051 8,936 (125,627)
Net cash provided by operating activitles 1,436,913 1,208,539 784,269
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of securities available for sale (4,523,578) (2,997,332) (6,175,270)
(Purchase of) proceeds from interest bearing
deposits with other banks, net (1,814,786) (3,889,998) (1,180,002)
Proceeds from sales, calls and maturities
of securities available for sale 2,755,000 595,000 3,285,000
Principal payments received on securities
available for sale 1,447,472 1,726,229 1,390,503
(Loans made to) principal collected from
customers, net (1,976,129) (343,276) (180,6563)
Purchases of bank premises and equipment (72,822) (103,086) (171,758)
Net cash used In Investing activities (4,184 ,843) (5.012,463) (3.032.180)
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in demand deposits,
money market, and savings accounts 2,550,278 4,121,339 1,886,588
Proceeds from sales of time deposits 802,139 356,218 745,205
Dividends paid (386,752) (290,065) (294,520)
Purchase of treasury stock - (163,890) (60.248)
Net cash provided by financing
activities 2,965,665 4,023,502 2,277,025
Net increase In cash and
cash equivalents 217,735 209,578 29,114
Cash and due from banks:
Beginning 2,218,579 2,009,001 1,979,887
Ending 5 2,436,314 $ 2,218,579 $ 2,009,001
SUPPLEMENTAL DISCLOSURES OF CASH
FLOW INFORMATION
Other real estate and repossessed asssts
acquired in settlement of loans $ . $ - $ 40,000.00
Cash payments for:
Interest to depositors $ 471,220 $ 409,834 $ 479,276
Income taxes paid $ 437,278 $ 425,165 $ 425,165

See Notes to Consolidated Financial Statements



Note 1.

FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies

Nature of business: First Clay County Banc Corporation (the Company) is a bank holding
company whose wholly owned bank subsidiary, Clay County Bank (the Bank), is a commercial
bank with operations in Clay, West Virginia. The Bank provides retail and commercial loans and
deposit services principally to customers in Clay County, West Virginia and in surrounding
counties.

Basis of financial statement presentation: The accounting and reporting policies of First Clay
County Banc Corporation and its wholly-owned subsidiary Clay County Bank conform to

accounting principles generally accepted in the United States of America and to general
practices within the banking industry.

Principles of consolidation: The accompanying consolidated financial statements include the
accounts of First Clay County Banc Corporation and its wholly-owned subsidiary, Clay County
Bank. All significant intercompany accounts and transactions have been eliminated in
consolidation.

Accounting estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reperted amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. For the year ended December 31, 2018, management evaluated
subsequent events through February 13, 2019, the date these financial statements were
available to be issued.

Presentation of cash flows: For purposes of reporting cash flows, cash and due from banks
includes cash on hand and amounts due from banks (including cash items in process of
clearing). Cash flows from demand deposits, NOW accounts, savings accounts and Federal
funds purchased and sold are reported net since their original maturities are less than three
months. Cash flows from loans and certificates of deposits and other time deposits are reported
net.

Securities: Debt and equity securities are classified as “held to maturity”, “available for sale” or
“trading” according to management's intent. The appropriate classification is determined at the
time of purchase of each security and reevaluated at each reporting date.

Securities held to maturity - Debt securities for which the Bank has the positive intent and
ability to hold to maturity are reported at cost, adjusted for amortization of premiums and
accretion of discounts which are recognized using the interest method. There are no
securities classified as held to maturity at December 31, 2018 and 2017.

Securities available for sale - Securities not classified as "held to maturity" or as "trading" are
classified as "available for sale". Securities classified as “available for sale" are those
securities the Bank intends to hold for an indefinite period of time, but not necessarily to
maturity, “Available for sale" securities are reported at estimated fair value net of unrealized
gains or losses, which are adjusted for applicable income taxes, and reported as a separate
component of shareholders' equity.

Trading securities - There are no securities classified as "trading”" in the accompanying
consolidated financial statements.



FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Realized gains and losses on sales of securities are recognized on the specific identification
method. Amortization of premiums and accretion of discounts are computed using the interest
method.

Other than temporary impairment: Declines in the fair value of available for sale and held to
maturity securities that are deemed to be other than temporary are reflected in earnings as
realized losses. In estimating other than temporary impairment losses, management considers
(1) the length of time and the extent to which the fair value has been less than cost, (2) the
financial condition and near-term prospects of the issuers, and (3) the intent and ability of the
Company to retain its investment in the issuer for a period of time sufficient to allow for an
anticipated recovery in fair value. In addition, the risk of future other than temporary impairment
may be influenced by additional bank failures, prolonged recession in the U.S. economy,
changes to real estate values, interest deferrals and whether the Federal government provides
assistance to financial institutions.

Loans and allowance for loan losses: Loans are stated at the amount of unpaid principal,
reduced by an allowance for loan losses.

Interest income on loans is accrued and credited to operations using methods that approximate
a level yield on principal amounts outstanding.

The allowance for loan losses is maintained at a level considered adequate to provide for losses
that can be reasonably anticipated. The allowance is increased by provisions charged to
operating expense and reduced by net charge-offs. The subsidiary bank makes continuous
credit reviews of the loan portfolio and considers current economic conditions, historical loan
loss experience, review of specific problem loans, and other factors in determining the adequacy
of the allowance for loan losses. Loans are charged against the allowance for loan losses when
management believes that collectability is unlikely. While management uses the best
information available to make its evaluation, future adjustments to the allowance may be
necessary if there are significant changes in economic conditions.

A loan is impaired when, based on current information and events, it is probable that the
Company will be unable to collect all amounts due in accordance with the contractual terms of
the specific loan agreement. Impaired loans, other than certain large groups of smaller-balance
homogeneous loans that are collectively evaluated for impairment, are reported at the present
value of expected future cash flows discounted using the loan's original effective interest rate or,
alternatively, at the loan's observable market price, or at the fair value of the loan's collateral if
the loan is collateral dependent. The method selected to measure impairment is made on a
loan-by-loan basis, unless foreclosure is deemed to be probable, in which case the fair value of
the collateral method is used.

Generally, after management's evaluation, loans are placed on non-accrual status when principal
or interest is greater than 90 days past due based upon the loan's contractual terms. Interest is
accrued daily on impaired loans unless the loan is placed on non-accrual status. Impaired loans
are placed on non-accrual status when the payments of principal and interest are in default for a
period of 90 days, unless the loan is both well-secured and in the process of collection. Interest on
non-accrual loans is recognized primarily using the cost-recovery method.

Certain loan fees and direct loan costs are recognized as income or expense when incurred.
Whereas Accounting Standards Codification (ASC) Topic 310 requires that such fees and costs
be deferred and amortized as adjustments of the related loan's yield over the contractual life of
the loan. The subsidiary bank's method of recognition of loan fees and direct loan costs
produces results which are not materially different from those that would be recognized had ASC
Topic 310 been adopted.

Bank premises and equipment: Bank premises and equipment are stated at cost less
accumulated depreciation. Depreciation is computed primarily by the straight-line method over
the estimated useful lives of the assets. Repairs and maintenance expenditures are charged to
operating expenses as incurred. Major improvements and additions to premises and equipment
are capitalized and depreciated over the remaining useful lives of the assets.



FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Other real estate: Other real estate consists primarily of real estate held for resale which was
acquired through foreclosure of loans secured by such real estate. At the time of acquisition,
these properties are recorded at fair value with any write-down being charged to the allowance
for loan losses. After foreclosure, valuations are periodically performed by management and the
real estate is carried at the lower of carrying amount or fair value less cost to sell. Expenses
incurred in connection with operating these properties which are generally not significant are
charged to losses on foreclosed real estate. Gains and losses on the sales of these properties
are credited or charged to operating income in the year of the transactions.

Income taxes: The consolidated provision for income taxes includes federal and state income
taxes and is based on pretax income reported in the consolidated financial statements, adjusted
for transactions that may never enter into the computation of income taxes payable. Deferred tax
assets and liabilities are determined based on differences between the financial statement and
tax bases of assets and liabilities that will result in taxable or deductible amounts in the future
based on enacted tax laws and rates applicable to the periods in which the differences are
expected to affect taxable income. Deferred tax assets and liabilities are adjusted for the effects
of changes in tax laws and rates on the date of enactment,

Valuation allowances are established when deemed necessary to reduce deferred tax assets to
the amount expected to be realized.

Basic earnings per share: Basic earnings per common share is computed based upon the
weighted average shares outstanding. The weighted average shares outstanding were 38,675,
38,653, and 39,357 for each of the years in the three year period ending December 31, 2018,
respectively. During each of the three years in the period ended December 31, 2018, the
Company did not have any potentially dilutive securities.

Off-balance-sheet financial instruments: In the ordinary course of business, the Bank has
entered into off-balance-sheet financial instruments consisting of commitments to extend credit
and irrevocable letters of credit. Such financial instruments are recorded in the financial
statements when they become payable.

Advertising expense: The Company expenses advertising expense as incurred.

Reclassifications: Certain accounts in the consolidated financial statements for 2017 and
2016, as previously presented, have been reclassified to conform to current year classifications.

Recent Accounting Pronouncements

Financial Instruments: In January 2016, the Financial Accounting Standards Board (FASB)
issued ASU 2018-01, Financial Instruments — Overall (Subtopic 825-10): Revenue Recognition
and Measurement of Financial Assets and Financial Liabilities. This ASU has been issued to
address certain aspects of recognition, measurement, presentation, and disclosure of financial
instruments for entities that hold financial assets or owe financial liabilities. The guidance will
require: (a) certain equity investments to be measured at fair value with changes recognized in
net income; (b) a qualitative assessment to identify impairment of equity investments without
readily determinable fair value; (c) elimination of disclosures of the fair value of financial
instruments measured at amortized costs and method(s) and significant assumptions used to
estimate the fair value; (d) the exit price notion be used when measuring fair value; (e) separate
presentation in other comprehensive income of the portion of the total change in the fair value of
a liability; (f) separate presentation of financial assets and financial liabilities by measurement
category and form of financial asset; and (g) clarification of how to evaluate the need for a
valuation allowance on a deferred tax asset related to available-for-sale securities in
combination with the entity's other deferred tax assets. This guidance is effective for public
entities for fiscal years beginning after December 15, 2017, and for other entities, including not-
for-profit entities and employee benefit plans within the scope of Topic 960 through 965 on plan
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accounting, for fiscal years beginning after December 15, 2018.  Early adoption is not permitted
except for certain exceptions for public entities. The Company is currently evaluating the impact,
if any, that adoption will have on its consolidated financial statements.

Leases: On February 25, 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The ASU
requires a lessee to recognize on the balance sheet assets and liabilities for leases with lease
terms of more than 12 months. Consistent with current accounting and financial reporting
standards, the recognition, measurement, and presentation of expenses and cash flows arising
from a lease by a lessee primarily will depend on its classification as a finance or operating lease.
However, unlike current standards, which requires that only capital leases be recognized on the
balance sheet, the ASU requires that both types of leases be recognized on the balance sheet
through the recognition of a right-of-use asset, which is an asset that represents the lessee's right
to use, or control the use of, a specified asset for the lease term, and a lease liability, which is a
lessee's obligation to make lease payments arising from a lease, measured on a discounted
basis. The ASU also requires disclosures to help investors and other financial statement users
better understand the amount, timing, and uncertainty of cash flows arising from leases. These
disclosures include qualitative and quantitative requirements, providing additional information
about the amounts recorded in the financial statements. The accounting by lessors remains
largely unchanged from current requirements; but the ASU contains some targeted improvements
that are intended to align, where necessary, lessor accounting with the lessee accounting moedel
and with the updated revenue recognition guidance. The FASB amended the standard with the
issuance of ASU 2017-13 to conform with narrow-scope guidance of the Securities and Exchange
Commission regarding adoption timing. The FASB further amended the standard with the
issuance of ASU 2018-01 which provides an optional transition practical expedient for the
adoption of ASU 2016-02 that, if elected, would not require an organization to reconsider their
accounting for existing land easements that are not currently accounted for under the old leases
standard. ASU 2018-01 also provides that new or modified land easements should be evaluated
under ASU 2016-02, once an entity has adopted the new standard. Further amendments to the
standard came with the issuance of ASU 2018-10, which addresses various narrow aspects of
the guidance of Topic 842, and ASU 2018-11, which provides entities with an additional optional
transition method of adoption, and provides lessors with a practical expedient, by class of
underlying asset, to not separate non-lease components from the associated lease component
and, instead, to account for those components as a single component if the non-lease
components otherwise would be accounted for under Topic 606 of the Accounting Standards
Codification, and certain criteria are met. If the non-lease component or components associated
with the lease component are the predominant component of the combined component, an entity
is required to account for the combined component in accordance with Topic 606. Otherwise, the
entity must account for the combined component as an operating lease in accordance with Topic
842, Additional narrow scope amendments have also been prescribed by ASU 2018-20
regarding issues facing lessors when applying Topic 842. Topic 842, as amended, is effective for
fiscal years beginning after December 15, 2018, including interim periods within those fiscal
years, for public business entities; not-for-profit entities that have issued, or are a conduit bond
obligor for, securities traded, listed, or quoted on an exchange or over-the-counter market; and
employee benefit plans that file financial statements with the Securities and Exchange
Commission. For all other entities, the ASU is effective for fiscal years beginning after December
15, 2019, and interim periods within fiscal years beginning after December 15, 2020. Early
application is permitted for all entities. For entities that adopted the requirements of Topic 842
before the issuance of ASU 2018-10 and ASU 2018-20, the amendments of those ASUs became
effective upon issuance of those amendments. The amendments of ASU 2018-20 may be
applied retrospectively or prospectively in either the first reporting period beginning or ending
after the issuance of ASU 2018-20. For entities that adopted the requirement of Topic 842 before
the issuance of ASU 2018-11, the optional transition guidance was effective upon issuance, and
the practical expedient guidance may be elected either prospectively in the first financial reporting
period following the issuance of ASU 2018-11 or retrospectively to the original adoption or
effective date of Topic 842 for the entity. The Bank is evaluating the impact, if any, that adoption
will have on its consolidated financial statements.
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Stock Compensation: In March 2016, the Financial Accounting Standards Board (FASB)
issued ASU 2016-09, Stock Compensation (Topic 718). Improvements to Employee Shared-
Based Accounting. This ASU has been issued with the purpose of simplifying several aspects of
the accounting for share-based payment award transactions, including income tax
consequences, classification of awards as either equity or liabilities, and classification on the
statement of cash flows. The guidance also simplifies that private companies can now apply a
practical expedient to estimate the expected term for all awards with performance or service
conditions that have certain characteristics. Private companies can also now make a one-time
election to switch from measuring all liability-classified awards at fair value to measuring them at
intrinsic value. This guidance was adopted during the year and did not have a material impact
on the financial statements. In May 2017, the FASB issued ASU 2017-09, Stock Compensation
(Topic 718): Scope of Modification Accounting. This ASU has been issued relative to
determining which changes to the terms and conditions of share-based payment awards require
an entity to apply modification accounting under Topic 718. The company adopted the ASU
during the year and did not have a material impact on its consolidated financial statements,

Measurement of Credit Losses: On June 16, 2016, the FASB issued ASU 2016-13, Financial
Instruments —Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. Among other things, the amendments of this ASU require the measurement of all
expected credit losses for financial assets held as of a financial reporting date be based on
historical experience, current conditions, and reasonable and supportable forecasts. Financial
institutions and other organizations will now use forward-looking information to better determine
their credit loss estimates. Many of the loss estimation techniques applied today will still be
permitted, although the inputs to those technigques will change to reflect the full amount of
expected credit losses. In addition, the ASU amends the accounting for credit losses on
available-for-sale debt securities and purchased financial assets with credit deterioration. The
provisions of this ASU were further amended by the issuance of ASU 2018-19 which mitigates
transition complexity by requiring entities other than public business entities, including not-for-
profit organizations and certain employee benefit plans, to implement the credit losses standard
for fiscal years beginning after December 15, 2021, including interim periods within those fiscal
years. This aligns the implementation date for their annual financial statements with the
implementation date for their interim financial statements. The guidance also clarifies that
receivables arising from operating leases are not within the scope of the credit losses standard,
but rather, should be accounted for in accordance with the leases standard. The amendments
of this ASU, as amended, are effective for public companies that meet the definition of a
Securities and Exchange Commission (SEC) filer, for fiscal years, and interim periods within
those fiscal years, beginning after December 15, 2019. For public companies that do not file
with the Securities and Exchange Commission, the ASU is effective for fiscal years beginning
after December 15, 2020, and interim periods within those fiscal years. For all other financial
reporting entities, the ASU on credit losses will take effect for fiscal years beginning after
December 15, 2021, and for interim periods within those fiscal years. Early application will be
permitted for all organizations for fiscal years, and interim periods within those fiscal years,
beginning after December 15, 2018, The Bank is currently evaluating the impact, if any, that
adoption will have on its consolidated financial statements.

Classification of Cash Receipts: In August 2016, the Financial Accounting Standards Board
(FASB) issued ASU 2016-15 (Topic 230), Classification of Certain Cash Receipts and Cash
Payments. This ASU has been issued to address eight specific cash flow issues with the
objective of reducing the existing diversity in the practice. ~ This guidance is effective for all
public entities for fiscal years beginning after December 15, 2017. For all other entities, this
guidance is effective for fiscal years beginning after December 15, 2018. Early adoption is
permitted. The Bank is currently evaluating the impact, if any, that adoption will have on its
consolidated financial statements.



12
FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Retirement Benefits: In March 2017, the Financial Accounting Standards Board (FASB) issued
ASU 2017-07, Retirement Benefits (Topic 715): Improving the Presentation of Net Periodic
Pension Cost and Net Periodic Post Retirement Benefit Cost. This ASU has been issued relative
to compensation for retirement benefits. This guidance require that an employer disaggregate
the service cost component from the other components of net benefit cost. The amendments
also provide explicit guidance on how to present the service cost component and the other
components of net benefit cost on the income statement and allow only the service cost
component of net benefit cost to be eligible for capitalization. This guidance was effective for
public entities for fiscal years beginning after December 15, 2017, and for all other entities for
fiscal years beginning after December 15, 2018. Early adoption is permitted. The Company is
currently evaluating the impact, if any, that adoption will have on its consolidated financial
statements.

Nonrefundable Fees and Other Costs: In March 2017, the Financial Accounting Standards
Board (FASB) issued ASU 2017-08 (Subtopic 310-20): Premium Amortization on Purchased
Callable Debt Securities to amend the amortization period for certain purchased callable debt
securities held at a premium, The FASB is shortening the amortization period for the premium to
the earliest call date. Under current GAAP, entities generally amortize the premium as an
adjustment of yield over the contractual life of the instrument. The amendments do not require
an accounting change for securities held at a discount; the discount continues to be amortized to
maturity. This guidance is effective for public entities for fiscal years beginning after December
15, 2018, and for all other entities for fiscal years beginning after December 15, 2019. Early
adoption is permitted. The Company is currently evaluating the impact, if any, that adoption will
have on its consolidated financial statements.

Earnings Per Share: On July 13, 2017, the Financial Accounting Standards Board (FASB)
issued ASU 2017-11, (Topic 260) Earnings Per Share, (Topic 480) Distinguishing Liabilities from
Equity; (Topic 815) Derivatives and Hedging: (Part 1) Accounting for Certain Financial
Instruments with Down Round Features, (Part Il) Replacement of the Indefinite Deferral for
Mandatorily Redeemable Financial Instruments of Certain Nonpublic Entities and Certain
Mandatorily Redeemable Non-controlling Interests with a Scope Exception. The amendments of
ASU 2017-11 simplify the accounting for certain financial instruments with down round features
by requiring companies to disregard the down round feature when assessing whether the
instrument is indexed to its own stock, for purposes of determining liability or equity
classification. Companies that provide earnings per share (EPS) data will adjust their basic EPS
calculation for the effect of the feature when triggered (when the exercise price of the related
equity-linked financial instrument is adjusted downward because of the down round feature) and
will also recognize the effect of the trigger within equity. The amendments also address
navigational concerns within the FASB Accounting Standards Codification related to an indefinite
deferral available to private companies with mandatorily redeemable financial instruments and
certain non-controlling interests, one that created significant “pending content” in the
Codification. The FASB decided to reclassify the indefinite deferral as a scope exception, which
does not have an accounting effect. The provisions of ASU 2017-11 are effective for public
business entities for fiscal years beginning after December 15, 2018, including interim periods
within those fiscal years. For all other entities, the amendments are effective for fiscal years
beginning after December 15, 2019, and interim periods within fiscal years beginning after
December 15, 2020. Earlier adoption is permitted for all entities as of the beginning of an interim
period for which financial statements (interim or annual) have not been issued or have not been
made available for issuance. The Bank is currently evaluating the impact, if any, that adoption
will have on its consolidated financial statements.

Reporting Comprehensive Income: In February 2018, the Financial Accounting Standards
Board (FASB) issued ASU 2018-02 (Topic 220): Income Statement Reporting Comprehensive
Income. These amendments have been issued to provide financial statement preparers with an
option to reclassify stranded tax effects within AOCI to retained earnings in each period in which
the effect of the change in the U.S. federal corporate income tax rate in the Tax Cuts and Jobs
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Act (or portion thereof) is recorded. The ASU requires financial statement preparers to disclose
a description of the accounting policy for releasing income tax effects from AOCI, whether they
elect to reclassify the stranded income tax effects from the Tax Cuts and Jobs Act and
information about the other income tax effects that are reclassified. The amendments affect any
organization that is required to apply the provisions of Topic 220, Income Statement—Reporting
Comprehensive Income, and has items of other comprehensive income for which the related tax
effects are presented in other comprehensive income as required by GAAP. The amendments
are effective for all organizations for fiscal years beginning after December 15, 2018, and interim
periods within those fiscal years, with early adoption permitted. Organizations should apply the
proposed amendments either in the period of adoption or retrospectively to each period (or
periods) in which the effect of the change in the U.S. federal corporate income tax rate in the
Tax Cuts and Jobs Act is recognized. The Bank is currently evaluating the impact, if any, that
adoption will have on its consolidated financial statements.

Income Taxes: On March 13, 2018, the Financial Accounting Standards Board (FASB) issued
ASU 2018-05, Income Taxes (Topic 740); Amendments to SEC Paragraphs Pursuant to SEC
Staff Accounting Bulletin No. 118. These amendments to the Accounting Standards Codification
add the guidance, among other things, to the FASB Accounting Standards Codification
regarding the Tax Cuts and Jobs Act (the Act) under the Securities and Exchange Commission's
Staff Accounting Bulletin No. 118 to address situations where the accounting under Topic 740
was previously incomplete for certain income tax effects of the Act upon issuance of an entity's
financial statements for the reporting period in which the Act was enacted. The amendments of
ASU 2018-05 were effective immediately upon issuance, and did not have any material impact
on the financial statements.

Fair Value Measurement: In August 2018, the Financial Accounting Standards Board (FASB)
issued ASU 2018-13 (Topic 820): Fair Value Measurement. These amendments modify the
disclosure requirements in Topic 820. The amendments remove the following disclosure
requirements: the amount of and reasons for transfers between Level 1 and Level 2 of the fair
value hierarchy; the policy for timing of transfers between levels; the valuation processes for
Level 3 fair value measurements; and for non-public entities, the changes in unrealized gains
and losses for the period included in earnings for recurring Leve! 3 fair value measurements held
at the end of the reporting period. In addition, the amendments modify the following disclosure
requirements: in lieu of a rollforward for Level 3 fair value measurements, a nonpublic entity is
required to disclose transfers into and out of Level 3 of the fair value hierarchy and purchases
and issues of Level 3 assets and liabilities; for investments in certain entities that calculate net
asset value, an entity is required to disclose the timing of liquidation of an investee’s assets and
the date when the restrictions from redemption might lapse only if the investee has
communicated the timing to the entity or announced the timing publicly; and the amendments
clarify that the measurement uncertainty disclosure is to communicate information about the
uncertainty in measurement as of the reporting date. The amendments also added the following
disclosure requirements: the changes in unrealized gains and losses for the period included in
other comprehensive income for recurring Level 3 fair value measurements held at the end of
the reporting period; and the range and weighted average of significant unobservable inputs
used to develop Level 3 fair value measurements. For certain unobservable inputs, an entity
may disclose other quantitative information (such as the median or arithmetic average) in lieu of
the weighted average if the entity determines that other quantitative information would be a more
reasonable and rational method to reflect the distribution of unobservable inputs used to develop
Level 3 fair value measurements. For all entities, the amendments are effective for fiscal years,
and interim periods within those fiscal years, beginning after December 15, 2019. The Bank is
currently evaluating the impact, if any, that adoption will have on its consolidated financial
statements.
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The Bank is required to maintain average reserve balances with the Federal Reserve Bank.
These reserve balances are included in cash and due from banks and approximated $308,000

Note 2. Restrictions on Cash and Due from Banks
and $347,000 at December 31, 2018 and 2017, respectively.
Note 3, Securities

The amortized cost, unrealized gains, unrealized losses, and estimated fair values of securities
at December 31, 2018 and 2017, are summarized as follows:

2018
Gross Unrealized
Amortized
Cost Gains Losses Fair Value
Available for sale

Taxable:
U.S. government agencies and

corporations $ 8258933 § 68,316 $102,998 § 8,224,251
Mortgage-backed securities -

U.S. Government agencies

and corporations 4,318,186 8,197 42,000 4,284,383

Total taxable 12,577,119 76,513 144,998 12,508,634
States and political subdivisions 4,348,486 64,286 10,799 4,402,973

Total tax-exempt 4,349,486 64,286 10,799 4,402,873

Total $ 16,926,605 $140,799 $155,797 § 16,911,607
2017
Gross Unrealized
Amortized
Cost Gains Losses Falr Value
Available for sale

Taxable:
U.S. government agencies and

corporations $ 7,298,115 $§ 92243 $ BY,729 $ 7,300,629
Mortgage-backed securities -

U.S. Government agencies

and corporations 4,513,183 14,654 42,573 4,485,264

Total taxable 11,811,298 106,897 132,302 11,785,893
States and political subdivisions 4,744,159 88,160 14,924 4,818,395

Total tax-exempt 4,744,159 89,160 14,924 4,818,395

Total $ 16,555,457 $ 196,067 $147,226 § 16,604,288

There are no significant concentrations to any state or political subdivisions for the years ended
December 31, 2018 and 2017.

Mortgage-backed obligations of U.S. Government agencies and corporations are included in
securities at December 31, 2018 and 2017, respectively. These obligations, having contractual
maturities ranging from 3 months to 10 years, are reflected in the following maturity distribution
schedules based on their anticipated average life to maturity, which ranges from less than 3
months to 10 years. Accordingly, discounts are accreted and premiums are amortized over the
anticipated average life to maturity of the specific obligation.
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The maturities, amortized cost and estimated fair values of securities at December 31, 2018, are
summarized as follows:

Available for Sale

Amortized Fair

Cost Value
Due within 1 year $ 1,010,768 $ 1,005,691
Due after 1 but within 5 years 11,482,432 11,411,326
Due after 5 but within 10 years 3,638,369 3,683,374
Due after 10 years 795,036 811,216
Total $ 16,926,605 3 16,911,607

The proceeds from sales, calls and maturities of securities and principal payments received on
mortgage-backed securities and the related gross gains and losses realized are as follows:

Proceeds From Gross Realized

For the Years Ended Callsand  Principal
December 31, Sales Maturitles Payments Gains Lossess
2018
Securities Available

for sale $ - $ 2755000 $ 1447472 $ - $ -
2017
Securities Available

for sale $ B $ 595000 $1,726229 $ - $ -
2016
Securities Available

for sale $ - $ 3,285,000 §$ 1,390,503 $ - $ -

Investment securities with an amortized cost of $12,057,829 and $11,542,898 and fair values of
$12,076,969 and $11,624,485 at December 31, 2018 and 2017, respectively, were pledged to
secure certain government deposits.

Impairment is evaluated considering numerous factors and their relative significance varies from
case to case. Factors considered include the length of time and extent to which the market
value has been less than cost; the financial condition and near-term prospects of the issuer; and
the intent and ability to retain the security in order to allow for an anticipated recovery in market
value. If, based on the analysis, it is determined that the impairment is other-than-temporary,
the security is written down to fair value, and a loss is recognized through earnings.

The Bank has 38 securities in an unrealized loss position as of December 31, 2018. These
securities are predominately rated investment grade securities and the unrealized losses are
due to overall increases in market rates and not due to any underlying credit concerns of the
issuers. The Bank has the intent and ability to hold such investments until maturity or market
price recovery. Accordingly, the Bank has concluded that none of the securities in its investment
portfolios are other-than-temporarily impaired at December 31, 2018,
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Provided below is a summary of available for sale securities which were in an unrealized loss
position at December 31, 2018 and 2017, respectively.

2018
Less than 12 Months 12 Months or More “Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

Avallable for Sale:
U.S. Government
agencies and
corporations $ 989580 $ (7,878) $4,203,744 $ (95,120) $ 5,193,324 $ (102,998)
Mortgage - Backed
securities - U.S.

Government

agencies and

corporations 370,011 (3,271) 2,962,350 (38,729) 3,332,361 (42,000)
State and polictical

subdivisions 422,535 (3,374) 296,250 (7,425) 718,785 (10,799)

$1782,126 $ (14,523) $7.462,344 $ (141,274) $ 9,244,470 § (155,797)

2017
Less than 12 Months _ 12 Months or More Total
Unrealized Unrealized Unrealized
Falr Value Losses Fair Value Losses Fair Value Losses

Available for Sale:
U.S. Government

agencies and :

corporations $3,466581 $ (29,436) $2,738,205 $ (60,293) $ 6,204,786 $ (89,729)
Mortgage - Backed

securities - U.S.

Government
agencies and
corporations 2,600,145 (21,797) 1,091,254 (20,776) 3,691,399 (42,573)
State and polictical
subdivisions 704,529 (14,924) - - 704,529 (14,924)
$6,771.255 $ (66,157) $3,829459 $ (81,069) $ 10,600,714 $ (147,226)
Note 4. Loans

Major classifications of loans are as follows:

December 31

2018 2017
Commercial, financial, and agricultural $ 1,947,287 $ 1,909,177
Real estate 39,819,166 38,791,657
Installment and other loans 11,711,646 10,857,728
53,478,099 51,558,562

Less allowance for loan losses (1,316,478) (1,370,070)

Loans, net $ 52,161,621 $ 50,188,492
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The maturities of loans at December 31, 2018, are as follows:

After 1 But
Within 1 year _ Within 5 Years After 5 Years
Commercial, financial, and agricultural $ 218,720 $ 478,484 $ 1,250,083
Real estate 1,440,075 3,778,724 34,600,367
Instaliment and other loans 1,656,956 9,430,808 623,882
Total $ 3315751 $ 13,688,016 $ 36,474,332
Loans due after one year with
Variable Rates $ 35,313,857
Fixed Rates 14,848,491
$ 50,162,348

The following tables set forth the Bank’s age analysis of its past due loans, segregated by class
of loans:

At December 31, 2018

Recorded
Past Due Investment
Total > 90 days
30-59 days 60-89 days >90 days Total Current Loans and Accruing

Owner - Occupied $ 716,696 $ 596,963 § 330,656 1,644,315 § 38,174,851 §$ 39,819,166 $ 202,706

Non - owner
occupied
Commercial,
financial and
agricultural
Instaliment
Other

Total

Real Estate

109,164 - - 109,164 1,838,123 1,947,287 -
149,529 38,032 4,960 187,561 11,501,695 11,689,256 4,960
3 . = - 22,390 22,390 -

$ 975389 $ 634,995 $ 335616 $ 1,941,040 §$ 51,537,059 $ 53,478,099 $ 207,666

At December 31, 2017

Recorded
Past Due Investment
Total > 80 days
30-59 days  60-89 days >90 days Total Current Loans and Accruing

Owner - Occupied $ 1,041,544 $ 152,640 $ 324,978 §$ 1,519,162 $ 36,669,894 § 38,189,056 $ 192,918

Non - owner
occupied
Commercial,
financial and
agricultural
Installment
Other

Total

2 - - - 602,601 602,601 -
70,136 - 20,333 90,469 1,818,708 1,908,177 -
135,138 18,482 153,619 10,683,959 10,837,578 -
= - - - 20,150 20,150 -

$ 1246818 § 171,122 § 345311 §$1,763,251 §$ 49,795,311 § 51,558,562 §$ 192,918
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The following table presents the non-accrual loans included in the net balance of loans at
December 31, 2018 and 2017, respectively:

December 31, December 31,

2018 2017
Real Estate
Owner - Occupied $ 127,950 $ 132,060
Non-Owner occupied - .
Commercial, financial and agricultural - 20,333
Instaliment - -
Other - -
Total 5 127,950 $ 152,393

If interest on non-accrual loans had been accrued, such income would have approximated
$7,000, $6,000 and $5,000 for the years ended December 31, 2018, 2017 and 20186,
respectively.

Loans are categorized into 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, and current economic trends, among other factors,

Pass: Loans that are secured by cash and cash equivalents or have characteristics that reduce
credit risk in the transaction, as well as minimal documentation exceptions or no identification
risk of collection. The loan would not subsequently introduce loan-loss risk. They are loans that
do not fit any of the other categories described below.

Watch List: Loans that are generally satisfactory with the exception of supporting
documentation, lack of financial information, defined source of repayment, previous slowness
but currently paying as agreed. Typically, these loans will have a specific plan of action by the
loan officer, to correct the deficiencies, provide a plan of repayment, or work the credit out of the
Bank.

Substandard: The assets in this category are currently protected but are potentially weak.
Credit risk may be relatively minor yet constitute an unwarranted risk in light of the
circumstances surrounding a specific asset.

Doubtful: Loans inadequately protected by the current sound net worth and paying capacity of
the obligor, or pledged collateral, if any, to a point where collection or liquidation in full is highly
improbable. There is a distinct possibility that the Bank will sustain some loss if the deficiencies
are not corrected.

Loss: Loans that are considered to be un-collectible and of such little value that their
continuance as active assets of the Bank is not warranted. This assignment does not mean that
an asset has absolutely no recovery or salvage value, but simply that is not practicable or
desirable to defer writing off the basically worthless asset, even though partial recovery may be
affected in the future.
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The following tables set forth the Bank’s credit quality indicators information by class of loans:

December 31, 2018

Real Estate Commercial
Owner Non - Owner Financial and
Occupied Occupled Agricultural Instaliment Other Total
Pass $ 38,744,965 § - $ 1906218 § 11,640,510 § 22,390 $% 52,314,083
Watch List 528,023 - - 20,026 - 548,049
Substandard 546,178 - 41,069 28,720 - 615,967
Doubtful - - - - - -
Total $ 39.819,166 $ - $ 1947287 $ 11,689,266 $ 22.390 $ 53,478,099
December 31, 2017
Real Estate Commercial
Owner Non - Owner Financial and
Occupied Occupled Agricultural Instaliment Other Total
Pass $ 3708228 $ 602601 $ 1831254 $ 10,734,942 $ 20,149 $ 50,271,232
Watch List 518,120 - 13,549 53,255 - 584,924
Substandard 588,650 - 64,374 49,382 - 702,406
Doubtful - - - - - -
Total $ 38,189,056 $ 602601 $ 1,909,177 § 10,837,679 $ 20,149 $ 51,558,562

For purposes of evaluating impairment, the subsidiary bank considers groups of smaller-
balance, homogeneous loans to include: mortgage loans secured by residential property, other
than those which significantly exceed the subsidiary bank's typical residential mortgage loan
amount (currently those in excess of $100,000), and installment loans to individuals, exclusive of
those loans in excess of $25,000. There were no impaired loans at December 31, 2018 or 2017,
respectively. 5
Non-interest income on impaired loans is recognized on the cash basis. No amounts were
recognized in any of the three years ended December 31, 2018.

Concentrations of credit risk: The subsidiary bank grants commercial, residential and
consumer loans to customers primarily located in Clay County West Virginia and surrounding
counties. The concentrations of credit risk by type of loan are set forth above. Commitments to
extend credit generally relate to customers with installment and mortgage loans. Irrevocable
letters of credit are granted primarily to commercial borrowers. The amount of collateral
obtained, if deemed necessary by the Bank upon extension of credit, is based on management’s
credit evaluation of the borrower. At December 31, 2018 and 2017, the subsidiary bank had no
direct extensions of credit to any one particular industry representing a concentration.

In the past, the subsidiary bank has made loans, in the normal course of business, to its
directors, officers and employees, and will continue to make such loans in the future. At
December 31, 2018 and 2017, outstanding loans of this nature totaled $1,761,853 and
$2,245 823, respectively. Additionally, as of December 31, 2018, the subsidiary bank had
outstanding commitments to lend funds to its directors, officers and employees in the amount of
$440,050, of which $305,029 was unfunded.
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The following represents the activity with respect to related party loans aggregating $60,000 or
more to any one related party during the years ended December 31, 2018 and 2017. Other
changes represent additions to and changes in director status.

2018 2017
Balance, beginning $ 361,506 $ 245,357
Additions 114,250 301,671
Amounts collected (218,337) (185,522)
Balance, ending $ 257,419 $ 361,506

Allowance for Loan Losses

An analysis of the allowance for loan losses for the years ended December 31, 2018, 2017 and
2016 is as follows:

2018 2017 2016
Balance, beginning of year $ 1370070 $ 1391919 $ 1,134,028
Losses:
Commercial, financial and
agricultural 20,333 - -
Real estate - mortgage 14,029 - 1,573
Installment loans 68,631 82,595 60,191
Total 102,993 82,595 61,764
Recoveries:
Commercial, financial and
agricultural 5,938 - 287,616
Real estate - mortgage 957 - . -
Installment loans 39,506 55,746 32,039
Total 46,401 55,746 319,655
Net recoveries (56,592) (26,849) 257,891
Provision for loan losses 3,000 5,000 -
Balance, end of year $ 1316478 $ 1370070 $ 1,391,919

The allowance is comprised of three distinct reserve components: (1) specific reserves related
to loans individually evaluated, (2) quantitative reserves related to loans collectively evaluated,
and (3) qualitative reserves related to loans collectively evaluated. A summary of the
methodology the Bank employs on a quarterly basis with respect to each of these components in
order to evaluate the overall adequacy of our allowance for loan losses is as follows.

Specific Reserve for Loans Individually Evaluated

The Bank identifies loan relationships having aggregate balances in excess of $75,000 and that
may also have credit weaknesses. Such loan relationships are identified primarily through the
analysis of internal loan evaluations, past due loan reports, and loans adversely classified by
regulatory authorities. Each loan so identified is then individually evaluated to determine
whether it is impaired — that is, based on current information and events; it is probable that the
Bank will be unable to collect all amounts due in accordance with the contractual terms of the
underlying loan agreement. The Bank measures impairment based on the fair value of the
loan's collateral, which is generally, determined utilizing current appraisals. A specific reserve is
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gstablished in an amount equal to the excess, if any, of the recorded investment in each
impaired loan over the fair value of its underlying collateral, less estimated costs to sell.

Quantitative Reserve for Loans Collectively Evaluated

Second, The Bank stratifies the loan portfolio into the following loan pools: commercial,
commercial real estate, residential 1-4 family, residential construction, consumer and other.
Loans within each pool are then further segmented between (1) loans which were individually
evaluated for impairment and not deemed to be impaired, (2) smaller-balance homogenous
loans.

" Quantitative reserves relative to each loan pool are established using an allocation equaling
100% of the respective pool's average 12 month historical net loan charge-off rate (determined
based upon the most recent twelve quarters) which is applied to the aggregate recorded
investment in the smaller-balance homogenous pool of loans.

Qualitative Reserve for Loans Collectively Evaluated

Third, The Bank considers the necessity to adjust the average historical net loan charge-off
rates relative to each of the above loan pools for potential risk factors that could result in actual
losses deviating from prior loss experience. Such qualitative risk factors considered are: (1)
levels of and trends in delinquencies and impaired loans, (2) levels of and trends in charge-offs
and recoveries, (3) trends in volume and term of loans, (4) effects of any changes in risk
selection and underwriting standards, and other changes in lending policies, procedures, and
practice, (5) experience, ability, and depth of lending management and other relevant staff, (6)
national and local economic trends and conditions, (7) industry conditions, and (8) effects of
changes in credit concentrations.

For purposes of evaluating impairment, the Bank considers groups of smaller-balance,
homogeneous loans to include; mortgage loans secured by residential property, other than those
which significantly exceed the bank's typical residential mortgage loan amount (currently those
in excess of $100,000); and installment loans to individuals, exclusive of those loans in excess
of $25,000.

A progression of the allowance for loan losses, by portfolio segment for the years ended
December 31, 2018 and 2017 is as follows:

December 31, 2018

Real Estate Commercial Allowance
Financial for

Owner Non-Owner and Estimated

Occupied Occupied Agricultural __Installment Other  Imprecision Total
Allowance for
credit losses:
Beginning balance  § 927,727 $ - $ 421,781 §$ - $ 13302 $ 7260 $ 1,370,070
Charge-offs (14,029) - (20,333) (68,631) - - (102,993)
Recoveries 957 - 5,838 39,506 - - 46,401
Provision - - - - 3,000 - 3,000

Ending Balance $ 914655 § = $ 407386 § (29,125) $§ 16,302 § 7260 $ 1316478
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December 31, 2018

Real Estate Commercial Allowance
Financial for
Owner Non-Owner and Estimated
Occupied Occupled  Agricultural _Instaliment Other  Impreclsion Total
Allowance
related to:
Collectively
evaluated for
impairment 3 914655 $ - $ 407386 $ (29,125) $ 16,302 $ 7260 $ 1,316,478
Total $ 914655 $ - $ 407386 $ (29,125) $§ 16,302 % 7260 $ 1,316,478
Loans:
Individually
Evaluated for
impairment $ 546,178 $ - $ 41,069 § 28,720 $ - $ - $ 615,967
Collectively
evaluated for
impairment 39,272,988 - 1,906,218 11,661,249 22,390 - 52,862,845
Total $ 39819,166 $§ - $ 1947287 $ 11689969 $ 22390 $ - $ 53478812
December 31, 2017 _
Real Estate Commercial Allowance
Financial for
Owner Non-Owner and Estimated
Occupied Occupied Agricultural  Instaliment Other  Imprecision Total
Allowance for
credit losses:
Beginning balance  $ 927,727 $ - $ 421,781 § 16,151 $ 19,000 $ 7260 $ 1,391,919
Charge-offs - - - (76,897) (5,698) - (82,595)
Recoveries - - - 55,746 - - 55,746
Provision - - - 5,000 - - 5,000
Ending Balance § 927,727 § - $ 421,781 § - & 13,302 § 7,260 $ 1,370,070
Allowance
related to:
Collectively
evaluated for
impairment 927,727 - 421781 (5,698) 19,000 7.260 1,370,070
Total $ 927,727 $ - $ 421781 § (5698) $ 19,000 $§ 7260 $ 1,370,070
Loans:
Individually
Evaluated for
impairment $ 588,650 $ B $ 64374 § 49,382 $ - $ 702,406
Collectively
evaluated for
impairment 37,600,406 602,601 1,844,803 10,788,196 20,150 - 50,856,156
Total $ 38,189,056 $ 602,601 $ 1909177 $ 10837578 $ 20,150 $ - $ 51,558,562

There were no troubled debt restructurings (TDR) for the years ended December 31, 2018 and
2017.



Note 9.

Note 10.

25
FIRST CLAY COUNTY BANC CORPORATION
AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

recovered or settled. Valuation allowances are established when deemed necessary to reduce
deferred tax assets to the amount expected to be realized.

As of December 31, 2018 and 2017, the Company had no unrecognized tax benefits. Such
benefits would impact the effective tax rate if recognized. The Company is subject to U.S.
Federal income tax examinations for returns filed after December 31, 2016. State income tax
returns are generally subject to a period of examinations for a period of three to five years.

Lines of Credit

The Bank maintains a secured line of credit with the Federal Reserve Bank of Richmond at a
rate to be determined by the lender when funds are borrowed. At December 31, 2018 and 2017,
the Bank had no outstanding balance on the line of credit, but could borrow up to $5,000,000.

In addition, the Bank maintains Federal funds accommodation with The Community Bankers
Bank of Virginia in the amount of $2,000,000, at a rate to be determined by the lender when
funds are borrowed based upon their marginal cost of funds at that time. At December 31, 2018
and 2017, the Bank had no outstanding balance on this Federal funds accommodation. The
accommodation is not collateralized.

Fair Value Measurements

ASC Topic 820 — Fair Value Measurements (ASC 820) defines fair value as the exchange price
that would be received for an asset or paid to transfer a liability (an exit price) in the principal or
most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. ASC 820 also establishes a fair value hierarchy which
requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. The standard describes three levels of inputs
that may be used to measure fair value.

Level 1: Quoted prices (unadjusted) or identical assets or liabilities in active markets that the
entity has the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted prices for
similar assets or liabilities, quoted prices in markets that are not active, and other inputs that are
observable or can be corroborated by observable market data.

Level 3: Significant unobservable inputs that reflect a company’s own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

Accordingly, securities available-for-sale is recorded at fair value on a recurring basis.
Additionally, from time to time, the Bank may be required to record other assets at fair value on a
nonrecurring basis, such as impaired loans. These nonrecurring fair value adjustments typically
involve application of lower of cost or market accounting or write-downs of individual assets.

Following is a description of valuation methodologies used for assets and liabilities recorded at
fair value.
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Financial Instruments with Off-Balance Sheet Risk

The subsidiary 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
include commitments to extend credit and standby letters of credit. Those instruments involve,
to varying degrees, elements of credit and interest rate risk in excess of the amount recognized
in the statement of financial position. The contract amounts of those instruments reflect the
extent of involvement the Bank has in particular classes of financial instruments.

Financial instruments whose contract Contract Amount
amounts represent credit risk 2018 2017
Commitments to extend credit $ 713,593 § 493,673
Standby letters of credit and financial
guarantees written 70,270 85,270

$ 783,863 § 578,943

The Bank's exposure to credit loss in the event of nonperformance by the other party to the
financial instrument for commitments to extend credit and standby letters of credit is represented
by the contractual amount of those instruments. The Bank uses the same credit policies in making
commitments and conditional obligations as it does for on-balance sheet instruments,

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. The Bank
evaluates each customer's credit worthiness 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. Collateral held varies but may include accounts receivable, inventory,
equipment or real estate.

Standby letters of credit are conditional commitments issued by the Bank to guarantee the
performance of a customer to a third party. Those guarantees are primarily issued to support
private borrowing arrangements. The credit risk involved in issuing letters of credit is essentially
the same as that involved in extending loans. These letters of credit are generally
uncollateralized.

Profit Sharing Plan

The Bank has a 401(k) Profit Sharing Plan and Trust (the Plan) covering all eligible employees.
The Corporation makes profit sharing contributions at its discretion. The contributions for the
years ended December 31, 2018, 2017 and 2016 were $70,000, $71,000 and $76,100,
respectively.

Restrictions on Subsidiary Dividends and Capital

The primary source of funds for the dividends paid by First Clay County Banc Corporation is
dividends received from its subsidiary bank. Dividends paid by the subsidiary bank are subject
to restrictions by banking regulations. The most restrictive provision requires approval by the
regulatory agency if dividends declared in any year exceed the year's net income, as defined,
plus the retained net profits of the two preceding years.

The Bank is subject to various regulatory capital requirements administered by the Federal
banking agencies. Under capital adequacy guidelines and the regulatory framework for prompt
corrective action, the Bank must meet specific capital guidelines that involve quantitative
measures of the Bank's assets, liabilities and certain off-balance-sheet items as calculated
under regulatory accounting practices. The Bank's capital amounts and classification are also
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subject to qualitative judgments by the regulators about components, risk weightings and other
factors.

Quantitative measures established by regulation to ensure capital adequacy requires the Bank
to maintain minimum amounts and ratios (set forth in the table below) of total and Tier | capital
(as defined in the regulations) to risk-weighted assets (as defined), and of Tier | capital (as
defined) to average assets (as defined). Management believes, as of December 31, 2018, that
the Bank meets all capital adequacy requirements to which it is subject.

Under the regulatory framework for prompt corrective action, the Bank is categorized as
adequately capitalized. To be categorized as adequately capitalized, the Bank must maintain
minimum total risk-based, Tier | risk-based, and Tier | leverage ratios as set forth in the table.

The Company and subsidiary bank’s capital amounts and ratios approximate each other and are
presented in the following table (in thousands):

To Be Well Capitallzed
For Capital Under Prompt Corrective
Actual Adequacy Purposes Actions Provisions
Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2018
CET1
(to Risk-Weighted
Assets) $ 18,277 38.7% $ 1,775 45% $ 2,564 6.5%
Total Capital
(to Risk-Weighted
Assets) $ 13,780 349% $ 3,159 80% $ 3,948 10.0%
Tier | Capital
(to Risk - Weighted
Assets) $ 13277 33.7% % 1,676 40% $ 2,364 6.0%
Tier | Capital
(to Average Assets) $ 13277 14.0% $ 3,793 40% $ 5,690 6.0%
To Be Well Capitalized
For Capital Under Prompt Corrective
Actual Adequacy Purposes Actlons Provisions
Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2017
CET1
(to RIsk-Weighted
Assets) $ 12,276 329% $ 1.679 45% $ 2,425 6.5%
Total Capital
(to Risk-Weighted
Assets) $ 12,754 342% $ 2,983 8.0% $ 3,729 10.0%
Tier | Capital
(to Risk - Weighted
Assets) $ 12,276 31.3% $ 1,493 40% $ 2,239 6.0%
Tier | Capital

(to Average Assets) $ 12,276 13.8% $ 3,584 40% $ 5,376

6.0%
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The condensed financial information of First Clay County Banc Corporation consisted of the

following:
December 31, _
Balance Sheets 2018 2017
Assets
Cash $ . $ -
Investment in subsidiary, eliminated
in consolidation 13,261,944 12,380,894
Total assets $ 13,261,944 $ 12,380,894
Liabilities $ - $ -
Shareholders' Equity
Common stock, par value $10 per share, authorized
and issued 50,000 shares, outstanding 38,675 and
38,675 shares in 2018 and 2017, respectively $ 500,000 $ 500,000
Additional paid-in-capital 1,000,169 1,000,169
Retained earnings 13,932,848 13,014,094
Treasury stock, at cost - 11,325 and 11,325 shares
in 2018 and 2017, respectively (2,159,599) (2,159,599)
Accumulated other comprehensive income,
net of deferred income taxes - (11,474) 26,230
Total shareholders' equity 13,261,944 12,380,894
Total liabilities and shareholders’ equity $ 13,261,944 $ 12,380,894
Years Ended Daecember 31,
Statements of Income 2018 2017 2016
Income
Dividends from subsidiary $ 414,937 $ 475,730 $ 375,943
Equity in undistributed income
of subsidiary 918,754 546,232 552,749
Total income 1,333,691 1,021,962 928,692
Expenses
Assessment fee 186 675 175
Director's fees 28,000 21,060 21,000
Total expenses 28,186 21,675 21,175
Income before income taxes 1,305,505 1,000,287 907,517
Income tax expense - - -
Net income $ 1,305,505 $ 1,000,287 $ 907,517
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Years Ended December 31,

Statements of Cash Flows 2018 2017 2016
CASH FLOWS FROM OPERATING

ACTIVITIES

Net Income $ 1,305,505 $ 1,000,287 $ 907,517

Adjustment to reconcile net income
to net cash from operating
activities:
Equity in undistributed income
of subsidiary (918,754) (546,232) (552,749)

Net cash provided by
operating activities 386,752 454,055 354,768

CASH FLOWS FROM FINANCING
ACTIVITIES
Dividends paid to shareholders (386,752) (290,065) (294,520)
Purchase of treasury stock E (163,990) (60,248)

Net cash used in
financing activities (386,752)
Increase (decrease) in cash $ -
Cash:
Beginning - - -
Ending 3 = 3 E 5 =

(454,055) (354,768)

First Clay County Banc Corporation accounts for its investments in its subsidiary by the equity method.
During the years ended December 31, 2018, 2017 and 2016, changes in the investments were as follows:

Number of shares owned - Clay County Bank 50,000
Percentage of shares owned - Clay County Bank 100%
Balance at December 31, 2015 $ 11,441,294
Add (deduct):

Equity in net income 928,692

Dividends declared (375,943)

Change in net unrealized gain (loss) on securities (104,382)
Balance at December 31, 2016 11,889,661
Add (deduct):

Equity in net income 1,021,962

Dividends declared (475,730)

Change in net unrealized gain (loss) on securities (54,999)
Balance at December 31, 2017 12,380,894
Add (deduct).

Equity in net income 1,333,691

Dividends declared (414,937)

Change in net unrealized gain (loss) on securities (37,704)

Balance at December 31, 2018 $ 13,261,944



