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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. 

NOTE: The Annual Report of Holding Companies must be signed by 
one director of the top-lier holding company. This individual should 
also be a senior official of the top-tier holding company. In the event 
that the top-lier 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 ESOPIESOT formed as 
a corporation or is an LLC, see the General Instructions for lhe 
authorized individual who must sign the report. 
I. Susan A. Barber 

Name of the Holding Company Director and Official 

President 
T1tlo or lhe 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, /he Reporter certifies that it has the authority to provide this 
information to the Federal Reserve. The Reporter also certifies 
/hat 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 submitted in accordance with the Board's 
"Rules Regarding Availability of lnfo,mation," 12 C.FR. Part 261, 
that the Reporter fil1Q individual consent lo public release of all 
deta, ,in the report collcemlng lhJ11 individual 

~IJ.l.l!&,.~.JJ. .. IL'",l:vY 
Sign>lur~ 1~g Comp<>ny ~ o, and Official 

__ /J~/L ---------
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For holding companies !JQ/. registered with the SEC--
Indicate status of Annual Report to Shareholders: 

~ is included wijh the FR Y-6 report 
0 will be sent under separate cover 

0 is no\ prepared 

For Federal Reserve Bank Use Only 
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This report form is to be filed by all lop-tier bank holding compa
nies, top-tier savings and loan holding companies, and U.S. inter
mediate holding companies organized under U S. law, and by 
any foreign banking organization that does not meet the require
ments of and is not treated as a qualifying foreign banking orga
nization under Section 211.23 of Regulation K (12 C.F.R. § 
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 
0MB control number. 

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

December 31, 2018 
Month/ Day I Year 

NIA 
Reporter's Legal Enlily ldenlifier (LEI) (20-Character LEI Code) 

Reporter's Name, Street, and Mailing Address 

Community Bankshares. Inc. 
Legal Title or Holding Company 

PO Box 988 
(Mailing Address of lhe Holding Company) Street I P.O. Box 

Parkersburg WV _26_ 10_1 _ _ _ _ 
City Stale Zip Code 

631 Juliana Street, Parkersburg , WV 26101 
Physical Location (If different from mailfng address) 

Person to whom questions about this report should be directed: 
Lorie A. Webb Vice President 
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304-420-5549 
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www.communitybankpkbg .com 
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Is confidential treatment requested for any portion of ~ -· 
th is report submission? .. . . ... . .. .. ..... .. .. .... .... .. ~ 
In accordance with the General Instructions for this report 
(check only one), 

1. a letter justifying this request is being provided along O 
with the report . ., .. ..... ... ... . .. . . ... .. .. . . 

2. a letter justifying this request has been provided separately . .. 0 
NOTE: Information for which confidential treatment is being requested 

must be provided separately and labeled 
as "confidential." 

Public repor1ing burden ror this information collection is estimated to vary from 1,310 101 hours per response, with an average of 5 50 hours par response, including time to galher and 
maintain data in the required fonn and to review instructions and complete the information coJleclion Send comments regardiflg this burden estimate or any other aspect ol lhis collection or 
infom'lalion, including suggestions for reducing lh\S burden lo: Secrelary, Board of Govemo1s of Ule Federal Reserve Syotem, 2oth and C Slree1.s, NW. Washinglon, DC 20551, and to the 
Office of Management and Budget, Paperwcrk Reduction ProJeel (7100-0297), Washington, DC 20503_ 0312018 
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COMMUNITY BANKSHARES, INC. 
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ITEM 2.a. 
Organizational Chart of Holding Company Ownership 

December 31, 2018 

COMMUNITY BANKSHARES, INC. 

NOLEI 

PARKERSBURG, WV 
Incorporated In WV 

100 'lo OWNERSHIP I I 100 'lo OWNERSHIP 

COMMUNITY BANK OF PARKERSBURG COMMUNITY BANt<SHARE.S STATUTORY TRUST I 
549300RMW817W08PUN16 NO LEI 

PARKERSBURG, WV PARKERSBURG, WV 
lnCO!J)Ot'llted In WV 1.nco,po,ai.ed In WV 

ITEM 2.B. Domestic Brano~ Ll•tlng Submitted via email on 1/31/2019 
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ITEM 3: SHAREHOLDERS 

December 31, 2018 

ITEM 3.(1) Currant Shareholder,; with ownership, control or holdings of 5% or more with power 
lo vote as of year end. 

(1)(8) (1)lb) (1)(c) 
NAMEICllY/STATE Citizenship Number and% of e.ch claH of votln11 securities 

Affred or Connie Phillips USA 26,240 Common Slack 
Sl Petersbur<>, FL 

Diana K. Everett USA 12~ BOB Common Stock 
Lewisburg, WV 

Randall E Snider USA 12,921 Common Stock 
Parkersburg, WV 

ITEM 3.(21 Shareholder,; not listed in 3.(1) that had ownership, control or holdings of 5% or more 
with power to vote during the fiscal year. 

(2)(c) 

15 . 15' 

7 .39\ 

'7.46' 

(2)(•) 
NAME/ADDRESS 

(2)lbJ 
Cltlzenshl Number and% of each cla .. of voting securities 

None 
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ITEM 4 : PRINCIPAL SHAREHOLOERSIEXECUTIVE OFFICERSIOIRECTORS 

December 31, 2018 

11) (2) (3)1a) (J)(b) (l)(c ) (4)(•) (41(b) (4)(0) 
Name/Crty/Slate Principal DCOJpaUon TIiie ~ Po9itioo Title&Positlon Title & posiOOn with % ofvolir.g % c1 voltng Names or ottier 

if olher lhen w/BHC wilhBHC with subsidiaries other buslnesse,s $1laros in BHC r.hareg in comparlies if 25% 

(include names of (Include flame$ ol 1ubsldi;!Jries or more of voting 
subsidlaresJ olher buslnttsses) (include names 1ec:urffle1 are held 

of subsidiaries) (list%of1Joting 

.1ocuntio.11'MOO) 

Alfred or Connie Phillips NIA NIA NIA NIA l.S.15\ NIA NIA 
St. Petersburg, FL (Principal Shareholder) 

Randy L. Brook3 NIA Executive Vice EKecutive Vtce NIA 2,50\ NIA NIA 
Vienna. WV President President 

Communlty Bank 

David R. Hini,s NIA SrVP& Sr VP& NIA 1.21\: NIA NIA 
Vienna, WV Cashier Cashier 

Commonilty Bank. 

Lorie A, Webb NIA Vice President Vice President NIA 0.01' NIA NIA 
Williamstown, 'WV Community Bank 

Randall E, Snider NIA President & CEO President & CEO NIA ., .46' NIA NIA 
Parkersburg, WV Director Director 

Community Bank 

Diana K Everett Attorney Dire"'tor Direclor Presldenl-Baileinna Foundation 'J .39\ NIA Balleanna Foundation-100% 

Lewisburg, WV Community Bank 

Raymond Fanta Insurance Agent Director Director Pr.sidenl-Watus II\SUl'Mca C.3!Pi!! NIA Lt'Jl'ldfned Faota Ins- !ii>% 

Vier1na, WV Communilty Bank Wo~ lr!curan:::e - 50% 

Paul C Hoblitz.ell 111 Pre5ident Director Direclor Retired 0.961\s NIA Camp Hobbyvilie Ent SO% 

Parkersburg, WV Scimeider Community Bank Parlner-Camp Hobbyvilla Ent 

Construction Co_ 

Edward P McDonough President Director & Director & Pre9ident- McOonoogh, Eddy 0.60% NIA McDonough, Ed<ty, 

Parkersburg, WV McDonough, Eddy, Chairman Chairman Parsons & 8aylous Pi11:aon1&.0o;,k>u14~% 

Parsons & 9aylous Communilty Bank 

RJoeWoaver Dodorof Direciot Director Owner-Vienna Eye Clinic 1.28' NIA Vienna Eye Cllnlc 100% 

Vienna, WV Optomet,v Community Bank Pa,tner-U-Slore-11 Weave, Mohr Properly Inv -100-K 

V:Ce Presldent-N-F~ Optical 
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Arnett 
Carbis 
Toothman11p 

CPAs & Advisor, 

To the Board of Directors 
Community Bankshares, Inc., 

INDEPENDENT AUDITOR'S REPORT 

(an S-Corporation) and Subsidiary 
Parkersburg, West Virginia 

actit.pas.com 

101 Washington Street, East 
P.O. Box 2629 

Charleston, WV 25329 
304.346.0441 I 304.346.8333 '"" 

800.642.3601 

We have audited the accompanying consolidated financial statements of Community Bankshares Inc., 
(an S-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 rn order 
to design audit procedures that are approprlare in the circumstances, but not for the purpose ot 
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 sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respeots, the financial position of Community Bankshares, Inc., (an S Corporation) and subsidiary as of 
December 31, 2018 and 2017, and the results of their operations and their cash nows for each of the 
three years in the period ended December 31, 2018, in accordance with the accounting principles 
generally accepted in the United States of America. 

Charleston, West Virginia 
February 5, 2019 

Bridgeport. './IN ~ Buckhannon, \NV • Ch;u le,;t!,n, \W • Colurnbu~. OH • Mead\lHiE-, PA • Morganto\'"\ 'WV • Hew Castle, PA • Pitt,;burgh, PA 



COMMUNITY BANKSHARES, INC. 
(ANS-CORPORATION) AND SUBSIDIARY 

CONSOLIDATED BALANCE SHEETS 

December 31, 2018 and 2017 

ASSETS 

Cash and due from banks 
Federal funds sold 
Securities available for sale 
Loans, Jess allowance for loan losses of 

$1,362,049 and $1,244,157 respectively 
Bank premises and equipment, net 
Accrued interest receivable 
Other assets 

Total assets 

LIABILITIES AND SHAREHOLDERS' EQUITY 

Liabilities 
Deposits: 

Non interest bearing 
Interest bearing 

Total deposits 

Short-term borrowings 
Long-term borrowings 
Other liabilities 

Total liabilities 

Shareholders' equity 
Common stock, $.50 par value, authorized 

$1,000,000 shares, issued 200,000 shares 
Capital surplus 
Retained earnings 
Less cost of shares acquired for the 

treasury 2018, 26,774; 2017, 26,774 
Accumulated other comprehensive income 

Total shareholders' equity 

Total liabilities and shareholders' equity 

2018 

$ 5,421,070 

29,956,625 

202,608,352 
2,950,438 

609,240 
3,009,380 

$ 244,555,105 

$ 45,465,418 
129,621,703 

175,087, 121 

36,407,191 
8,029 ,528 
1,441,686 

220,965,526 

100,000 
1,207,264 

26,489,277 

(3,889,527) 
(317,435) 

23,589,579 

$ 244,555,105 

See Notes to Consolidated Financial Statements 

2 

2017 

$ 5,562,369 
3,914,000 

31,489,580 

189,167,636 
2,971,011 

590,619 
1,985,464 

$ 235.680,679 

$ 49 ,920,560 
140,537,274 

190,457,834 

17,539,287 
3,046,725 
1,326,067 

212,369,913 

100,000 
1,207,264 

25,851,901 

(3,889,527) 
4 1,128 

23,310,766 

$ 235,680,679 
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COMMUNITY BANKSHARES, INC. 
(AN S-CORPORA TION) AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF INCOME 
For the Years Ended December 31, 2018, 2017, and 2016 

2018 2017 2016 
Interest income; 

Interest and fees on loans $ 9,475,171 $ 9,174,868 $ 9,131,811 
Interest and dividends on securities: 

Taxable 864,234 866,170 883,787 
Interest on Federal funds sold 37,320 27.389 11,226 

Total interest income 10,376,725 10,068,427 10,026,824 

Interest expense: 
Interest expense on deposits 492,553 551,557 361,194 
Interest on other borrowings 784,542 472,133 481.311 

Total interest expense 1,277,095 1,023,690 842,505 

Net interest income 9,099,630 9,044,737 9,184,319 

Provision for loan losses 156,000 186,000 152,500 

Net interest Income after provision for 
loan losses 8,943,630 8,858,737 9,031.819 

Other income: 
Service fees on deposit accounts 521,110 558,994 565,160 
Gain (loss) on sale of other assets, net 5,116 (1 ,930) (8,509) 
Gain on sale of securities 147,832 
Charge card discounts and fees 196,682 184,779 176,940 
Other fees and commissions 1,131,006 1,093,257 1,128.579 

1,853.914 1,835,100 2,010.002 
Other expenses: 

Salaries and employee benefits 3,818,930 3,729,533 3,579,314 
Pension plan expense 278,487 258,182 291,388 
Net occupancy expense 474,905 453,891 449,214 
Equipment rentals, depreciation and maintenance 500,752 527,249 510,504 
Debit card processing 301,974 278,607 291,650 
Advertising 352,049 413,272 267,012 
Postage and freight 84,492 94,327 91,128 
Charge card processing 225,518 191,350 186,075 
Legal, accounting and consulting 294,917 247,443 288,032 
Forms and supplies 102,330 105,930 106,022 
Telephone 66,586 65,207 43,147 
Insurance 53,469 59,680 68,763 
Business, occupancy and franchise taxes 61,285 61,581 64,705 
Other expenses 1,050,019 1,062,931 1,029,961 

7,665,713 7.549, 183 7,266 ,915 

Net income $ 3,131,831 $ 3,144,654 $ 3,774,906 

Basic earnings per common share $ 18.08 $ 18.15 $ 21.79 

See Notes to Consolidated Financial Statements 
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COMMUNITY BANKSHARES, INC. 
(ANS-CORPORATION) AND SUBSIDIARY 

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

2018 2017 2016 

Net income $ 3,131,831 $ 3,144,654 $ 3,774,906 

Other comprehensive income: 
Gross unrealized gains (losses) arising 

during the period (358,563) 17,429 (847,565) 
Less: Reclassification adjustments for 

gains (losses) included in net income 147,832 
Change in net unrealized gains (losses) (358,563) 17.429 (699,733) 
Other comprehens ive (loss) income (358,563) 17,429 (699,733) 

Comprehensive income $ 2,773,268 $ 3,162,083 $ 3,075,173 

See Notes to Consolidated Financial Statements 
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COMMUNITY BANKSHARES, INC. 
(AN S-CORPORATION) AND SUBSIDIARY 

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

Other 
Accum-
ufated 

Compre- Total 
Common Capital Retained Treasury hensive Shareholders' 

Stock Surplus Earnings Stock Income Equity 
Balance, December 31, 2015 $ 100,000 $ 1,207,264 $ 24,418,408 $ (3,889,527) $ 723,432 $ 22,559,577 

Net income 3,774,906 3,774,906 
Cash dividend declared on 

common stock ($15.60 
per share) (2,702,326) (2,702,326) 

Change in net unrealized 
gain (loss) on securities (699,733) (699,733) 

Balance, December 31, 2016 100,000 1,207,264 25,490,988 (3,889,527) 23,699 22,932,424 
Net income 3,144 ,654 3,144,654 
Cash dividend declared on 

common stock ($16.07 
per share) (2,783,741) (2,783,741) 

Change in net unrealized 
gain (loss) on secutities 17,429 17,429 

Balance, December 31, 2017 100,000 1,207,264 25,851,901 (3,889,527) 41,128 23,310,766 
Net income 3,131,831 3,131,831 
Cash dividend declared on 

common stock ($14.40 
per share) (2,494,455) (2,494,455) 

Change in net unrealized 
gain (loss) on secutities (358,563) (358,563) 

Balance, December 31, 2018 $ 100,000 $ 1,207,264 s 26,489,277 s (3,889,527) s (317,435) $ 23,589,579 

See Notes to Consolidated Financial Statements 



COMMUNITY BANKSHARES, INC. 
(ANS-CORPORATION) AND SUBSIDIARY 

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

CASH FLOWS FROM OPERA TING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation 
Provision for loan losses 
Loss (gain) on sale of other assets, net 
Gain on sale of securities 
Amortization of security premiums and 

(accretion) of discounts, net 
(Increase) decrease in accrued interest receivable 
(Increase) decrease in other assets 
Increase (decrease) in other liabilities 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Proceeds from sales, maturities and calls of 

securities available for sale 
Principal payments received on securities available 

for sale 
Purchases of securities available for sale 
loans made to customers. net 
Proceeds from sale of other real estate 
Proceeds from sale of bank premises and equipment 
Purchases of bank premises and equipment, net 
Decrease (increase) in Federal funds sold, net 

Net cash (used in) provided by investing 
activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
(Decrease) increase in non interest bearing demand 

deposit accounts 
Increase (decrease) in interest bearing demand 

deposit accounts and savings accounts 
Payments for matured (proceeds from the sales of) 

time deposits, net 
Net increase (decrease) in short-term borrowings 
Dividends paid 

Net cash provided by (used in) financing 
activities 

2018 

$ 3,131,831 $ 

322,890 
156,000 

(5,116) 

289,061 
(18,621) 

(1,028,116) 
115,619 

2,963,548 

6,983,102 
(6,097,771) 

(13,596,716) 
9,316 

(302,317) 
3,914,000 

(9,090,386) 

(4,455,142) 

133,570 

(11,049,141) 
23,850,707 
{2,494 ,455) 

5,985,539 

2017 

3,144,654 

333,144 
186,000 

1,930 

310,180 
15,798 

1,051,979 
148,954 

5,192,639 

7,872,402 
(4,114,235) 

801,178 
10,000 
33,000 

(99,403) 
(3,221,000) 

1,281.942 

7,393,818 

4,581,069 

11,387,195 
(26,175,403) 

(2,783,741) 

(5,597,062) 

See Notes to Consolidated Financial Statements 

$ 

6 

2016 

3,774,906 

356,319 
152,500 

8,509 
(147,832) 

261,464 
(46,297) 
(94,925) 
381,679 

4,646,323 

2,830,052 

9,186,474 
(12,723,775) 

(7,936,703) 
130,291 

7,500 
(320,830) 

1,911 ,000 

(6,915,991) 

(599,356) 

3,786,811 

(2,896,810) 
5,782,112 

(2,702,326) 

3,370,431 
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COMMUNITY BANKSHARES, INC. 
(AN $-CORPORATION) AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF CASH FLOWS-Continued 
For the Years Ended December 31, 2018, 2017, and 2016 

2018 2017 201 6 
Increase (decrease) in cash and cash equivalents (141 ,299) 877,519 1,100,763 

Cash and cash equivalents 
Beginning 5,562,369 4,684,850 3,584,087 

Ending $ 5,421,070 $ 5.562., 369 $ 4,684.850 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW 
INFORMATION 

Cash payments for: 
Interest on deposits and other borrowings $ 1,297,109 $ 916,363 $ 837,630 

SUPPLEMENTAL SCHEDULE OF NONCASH 
INVESTING AND FINANCING ACTIVITIES 

Other real estate and repossessed assets 
acquired in settlement of loans $ $ 4,200 $ 17.300 

Reclassification of long-term borrowings 
to short-term borrowings $ 32,582,400 $ 5,000,000 $ 

See Notes to Consolidated Financial Statements 



COMMUNITY BANKSHARES, INC. 
(ANS-CORPORATION) AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Note 1. Significant Accounting Policies 

8 

Nature of business. Community Bankshares. Inc .. (an S-Corporation) (the Company) Is a 
bank holding company. The wholly-owned subsidiary, Community Bank of Patkersburg (the 
Bank), is a commercia l bank with operations in Wood County, West Virginia. The Bank 
provides retall and commercial loans and deposit services principally to customers in Wood 
County and adjacent counties in West Virginia and Ohio. 

Basis of financial statement presentation; The accounting and reponing policies of 
Community Banl<shares. Inc,, and its wholly-owned subsidiary conform to accounting principles 
generally accepted in the United States or America and to general practices within the banking 
industry. 

Principles of consolidation: The accompar,ying consolidated financial statements include the 
accounts ol Community Bankshares. Inc., and Its wholly~wned subsidiary, Community Bank of 
Parkersburg. All significant !ntercompariy accounts and t(ansactions have been eliminated in 
consolidation. 

Accounting estimates: The preparation or financial statements in conformity with accounting 
principles generally accepted In the United States of America requires managemer1t to make 
estlmates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates. For the year ended December 31 , 2018, we evaluated subsequent 
events through February 5. 2019. the date the financial statements were available to be issued. 

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

Securities; Securities are classified as ""held to maturity'", ""available for sale'" or '"trading'" at the 
lime of purchase of each security according to management"s intent. The appropriate 
classification is re-evaluated at each reporting date. The classification is determined as follows: 

SecuJ'lties held to maturity - Debt securi1ies for which the Company has the positive intent 
and ability to hold to maturity are reported al cost. adjusted for amortizaUon of premiums and 
accretion of discounts. At December 31 . 2018 and 2017. the Company does not hold any 
securities classified as held to maturity. 

Securitles available for sale - Securities not classified as '"held to maturity"" or as '"trading'" are 
classified as ""available for sale". Securities classified as '"avaflable for sale" are those 
securities the Company intends to hold for an Indefinite period of time, but not necessarily to 
maturity. "Available for sale" securities are reported al estimated fair value net or unrealized 
gains or losses, whlch 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 
financial statements. Al December 31, 201 B and 2017. the Company does not hold any 
securities classified as trading securities. 

Realized gains and losses on sales of securities are recognlzed on the specific identification 
method. Amortization of premiums and accretion of discounts are computed using methods. 
which approximate the interest method. 
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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 lime 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 \he Federal government provides 
assistance to financial institutions. The Company has not recognized any impairment changes 
on its securities for the three year period ended December 31, 2018. 

Loans and allowance for loan losses: Loans are stated at the amount of unpaid principal, 
net of unearned discounts and loan fees or costs, less the allowance for loan losses. 

Interest on loans is accrued daily and credited to operations on the outstanding balances. 
Certain direct loan origination fees and costs are deferred and amortized as adjustments of the 
related loan yield over the contractual life of the loan. 

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 u,e loan portfolio and considers current economic conditions, historical loan 
loss experience, review of specifi.c problem loans and other factors in determining the 
adequacy or the allowance for loan losses. Loans are charged against the allowance for loan 
losses when management believes collectablllly to be 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 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 required to be 
reported at the present value of expected future cash flows discounted using I.he loan's original 
effective interest rate or, alternatively, al the loan's observable market price, or at the fair value 
of the loan's collateral if the loan is collateral dependen't 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. 

For purposes of AS.C Tepic 310-10-35, Receivables - Subsequent Measurement, the Company 
considers groups of smaller-balance, homogeneous loans to Include: mortgage loans secured 
by residential property, small balance commercial loans, and Installment and credit card loans 
to individuals. 

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 payment of principal and interest are 
in default for a period of 90 days, unless the loan is both well-secured and 1n the process of 
collection. Interest on non-accrual loans ls recognized primarily using the cost-recovery 
method. 

Bank premises and equipment: Bank premises and equipment are stated at cost less 
accumulated depreciation . Depreciation is computed using primarily the straight-line method 
for bank premises and equipment over the estimated useful lives of the assets. Repairs and 
mainten;:ince expenditures are charged to operating expenses as Incurred. Major 
Improvements and additions to premises and equ pment are capitalized, 



COMMUNITY BANKSHARES, INC. 
(AN S-CORPORATION) ANO SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

10 

Other real estate: Other real estate consists primarily of real estate held for resale which was 
acquired through foreclosure of Joans 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. 

Restricted investment securities: The subsidiary bank is a member of the Federal Home 
Loan Bank (FHLB) system and the Kentucky Independent Bank (KIB) federal funds program. 
FHLB members are required to own a certain amount of stock based on the level of borrowings 
and other factors, and may invest in additional amounts. KIB program participants are required 
to own a certain amount of stock based on various factors tied to quarterly financial analysis. 
FHLB stock and KIB stock are equity securities which are included in other assets in the 
accompanying consolidated financial statements. Such securities are carried at cost since they 
may only be sold back lo the respective Issuer or another member at par value. These 
securities are classified as restricted securities and are periodically evaluated for impairment 
based on the ultimate recovery of par value. Both cash and stock dividends are reported as 
income. 

Income taxes· The Company elected S-CorporaUon status effective January 1, 2006. As an 
S-Corporalion, the earnings and losses after that date are included In the personal income lax 
returns of the stockholders and taxed depending on their personal tax strategies. Accordingly, 
the ·company does not incur additional Income tax obligations, and future financial statements 
witl not include a provision for income taxes except to the extent that any "built-in gains" taxes 
are incurred. 

Earnings per share: Earnings per common share are computed based upon the weighted 
average shares outstanding. The weighted average shares outstanding was 173,226 for the 
three year period ended December 31, 2018. 

Advertising: The Company expenses advertising costs as incurred. 

Significant Authoritative Guidance: In January 2016. the Financial Accounting Standards Board 
(FASB) issued ASU 2016-01 - Financial Instruments - Overall (Subtopic 825-10): Recognition 
and Measurement of Financial Assets and Financial Llabifilies to address cenain aspects of 
recognition, measurement, presentation, and disclosure of financial ins\ruments for entities that 
hold financial assets or owe finam,ial liabilities. The guidance will require: (a) certain equl1y 
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 melhod(s) ands gnificant assumptions used to estimate the fair value; (d) 
the exit price nolion 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; (I) 
separate presentation of financial assets and Onanciat llabilltles 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 entllies for ftscal 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 accounting, for fisca l 
years beginning after December 15, 2018. Early adoption is not permitted except for certain 
exceptions for publ ic entitles. The Company s currently evaluating the impact, if any, that 
adoption witl halle on its consolidated financfal statements. 
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In February 2016, the FASS issued ASU 2016-02 - Leases (Topic 842), guidance related to 
recognition by a lessee of assets and liabilities on leases with terms of more than 12 months on 
the balance sheet. Consistent with U.S. GMP, 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 U.S. GMP, 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. The ASU also requires disclosures 
to help 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. 
Lessor accounting remains largely unchanged from current U.S. GMP, but the ASU contains 
some targeted improvements that are intended to align, where necessary, lessor accounting 
with the lessee accounting model and with the updated revenue recognition guidance issued in 
May 2014. Transition guidance is provided within the ASU and generally requires a 
retrospective approach. This guidance is effective for public entities with annual reporting 
periods beginning after December 15, 2018. For all other entities (nonpublic entities), the 
amendments in these ASUs will be effective for annual reporting periods beginning after 
December 15, 2019. Early application of the amendments in this guidance is permitted for all 
entities. The Company is evaluating the impact, if any, that adoption will have on its 
consolidated financial statements. 

In June 2016, the FASB issued ASU 2016-13 (Topic 326): Measurement of Credit Losses on 
Financial Instruments to provide financial statement users with more decision-useful information 
about the expected credit losses on financial instruments and other commitments to extend 
credit held by a reporting entity at each reporting date. This guidance replaces the incurred 
loss impairment methodology in current GMP with a methodology that reflects expected credit 
losses and requires consideration of a broader range of reasonable and supportable 
information to assess credit loss estimates. The guidance will require a financial asset 
measured at amortized cost basis to be presented at the net amount expected to be collected. 
The allowance for credit losses is a valuation account that is deducted from the amortized cost 
basis of the financial asset to present the net carrying value at the amount expected to be 
collected on the financial asset. The guidance will eliminate the probable initial recognition 
threshold in current GAAP, and instead, reflect an entity's current estimate of all expected credit 
losses. Credit losses relating to available-for-sale debt securities should be recorded through 
an allowance for credit losses rather than a write-down. An entity will be able to record 
reversals of credit losses in current period net income, which, in tum, should align the income 
statement recognition of credit losses within the reporting period in which changes occur. The 
guidance affects entities holding financial assets and net investments in leases that are not 
accounted for at fair value through net income. This guidance is effective for all public entities 
that are U.S. Securities Exchange Commission (SEC) filers for fiscal years beginning after 
December 15, 2019. For all other entities, guidance is effective for fiscal years beginning after 
December 15, 2020. All entities may adopt the amendments in this ASU as of the fiscal years 
beginning after December 15, 2018. The Company is currently evaluating the impact, if any, 
that adoption will have on its consolidated financial statements. 

In August 2016, the FASS issued ASU 2016-15 (Topic 230): Classification of Certain Cash 
Receipts and Cash Payments to address eight specific cash flow Issues with the objective of 
reducing the existing diversity In the practice. This guidance is effective ror 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 
Company is currently evaluating the impact, if any, that adoption will have on its consolidated 
financial statements. 

In January 2017, the FASB issued ASU 2017-01 - Business Combinations (Topic 805): 
Clarifying the Definition of a Business. amendments lo Topic 805 to clarify the definition of a 
business relative to adding guidance to assist entities with evaluating whether transactions 
should be accounted for as acquisitions (or disposals) of assets or businesses. The definition 
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of a business affects many areas of accounting including acquisitions, disposals, goodwill, and 
consolidation. The amendments in this ASU provide a screen to determine when an integrated 
set of assets and activities (collectively referred to as a "set") is not a business. The screen 
requires that when substantially all of the fair value of the gross assets acquired (or disposed 
of) is concentrated in a single identifiable asset or group of similar identifiable assets, the set is 
not a business. If the screen is not met, it (1) requires that to be considered a business, a set 
must include, at a minimum, an input and a substantive process that together significantly 
contribute to the ability to create output, and (2) removes the evaluation of whether a market 
participant could replace the missing elements. This guidance is effective for public entities 
with fiscal years ending after December 15, 2017, and for all other entities for fiscal years 
ending after December 15, 2018. Early adoption is permitted, under certain circumstances 
and amendments should be applied on a prospective basis. The Company is currently 
evaluating the impact, if any, that adoption will have on its consolidated financial statements. 

In March 2017, the FASB issued guidance 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. 

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

Note 2. Cash Concentrations and Restrictions 

The subsidiary bank is requ ired to maintain average reserve balances with the Federal Reserve 
Bank. At December 31, 2018 and 2017, the reserve requirement approximated $2,082,000 
and $1,919,000, respectively. The Bank does not earn interest on such balances. 

Note 3. Securities 

The amortized cost, unrealized gains and losses and estimated fair values of securities at 
December 31, 201 B and 2017, are summarized as follows: 

2018 
Carrying 

Value 
Amortized Unrealized (Estimated 

Cost Gains Losses Fair Value! 
Available for sale 

Taxable: 
Mortgage-backed securities - U.S. 

Government agencies and 
corporations $ 30,274,059 $ 126.866 $ <!44.300 $ 29.956,625 

Total $ 30,274,059 $ 126,866 $ <!44.300 $ 29,956,625 
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Carrying 
Value 

(Estimated 
Fair Value) 

Available for sale 
Taxable: 

Mortgage-backed securities - U.S. 
Government agencies and 
corporations 

Total 

$ 31 ,448 451 

$ 31 ,448,451 

$ 274 ,098 $ 232.969 $ 31,489.580 

$ 274,098 $ 232,969 $ 31,489,580 

Mortgage backed obligations of U.S. Government agencies and corporations are included in 
securities at December 31, 2018 and 2017. These obligations, having contractual remaining 
maturities ranging from 2 to 25 years, are reflected in the following maturity distribution schedule 
based on their anticipated average remaining life to maturity, which ranges from 9 months to 8 
years. Accordingly, discounts are accreted or premiums are amortized over the anticipated 
average remain ing life to maturity of the specific obligations. 

The maturities, amortized cost and estimated fair values of securities at December 31, 2018, are 
summarized as follows: 

Due within one year 
Due after one through five years 
Due after five through ten years 
Due after ten years 

Available for Sale 

Amortized 
Cost 

$ 200,830 
18,484,387 
11,588,842 

$ 30,274,059 

Carrying 
Value 

(Estimated 
Fair Value) 

$ 201,243 
18,298,164 
11,457,218 

$ 29,956,625 

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

Proceeds From Gross 
For the Years Ended Calls and Principal Gains Losses 

December 31, Sales Maturities ~ents Realized Realized 
2018 

Securities available 
for sale $ $ $ 6,983,102 $ $ 

2017 
Securities available 

for sale $ $ $ 7,872,402 $ $ 

2016 
Securities available 

for sale $2,830.052 $ $ 9,186,474 $ 147,832 $ 
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At December 31, 2018 and 2017, securities carried at $15,876,033 and $19,325,266, 
respectively, with estimated fair values of $15,697,526 and $19,405,979 were pledged to 
secure public deposits, securities sold under agreements to repurchase and for other purposes 
required or permitted by law. 

lmpai'rment is evaluated considering numerous factors, and their relative significance varies 
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 Company has twenty-seven securities in an unrealized loss position as of December 31, 
2018. These securities are investment grade securities (AA or better) and the unrealized 
losses are due to overall increases in market interest rates and not due to any underlying credit 
concerns of the issuer. The Company has the intent and ability to hold such investments until 
maturity or market price recovery. Accordingly, the Company tias concluded that none of the 
securities In Its investment portfolios is other-than-temporarily Impaired at December 31, 2018. 

Provided below is a summary of securities available for sale which were in an unrealized loss 
position at December 31, 2018 and 2017, respectively. 

2018 
Less Than 12 Months 12 Months or More Total 

Fair Unrealized Fair Unrealized Fair Unrealized 
Value Losses Value Losses Value Losses 

Mortgage-backed 
securities -

U.S. government 
agencies and 
corporations $ 11,288,478 $118,124 $ 11,654,174 $326,176 $ 22,942,652 $444,300 

2017 
Less Than 12 Months 12 Months or More Total 

Fair Unrealized Fair Unrealized Fair Unrealized 
Value Losses Value Losses Value Losses 

Mortgage-backed 
securities -

U.S. government 
agencies and 
corporations $ 4,685,018 $ 37 ,613 $ 11 ,095,300 $ 195,356 $ 15,780,318 $232,969 
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Note 4. Loans 

Loans are summarized as follows: 

Commercial, financial and agricultural 
Real estate 
Installment loans 
Charge card loans 
Other 

Total loans 
Less allowance for loan losses 
Unamortized loan costs (fees), net 

Loans, net 

December 31, 
2018 2017 

$ 61,488,668 $ 58,398,864 
124,695,968 115,465,239 

15,724,968 14,262,558 
2,213,285 2,314,513 

151,583 223,283 
204,274,472 190,664,457 

(1,362,049) (1,244,157) 
(304,071) (252,664) 

$ 202,608,352 $ 189,167,636 

The contractual maturities of loans at December 31, 2018, are as follows: 

Within 
1 Year 

Commercial, financial and agricultural $ 6,194,338 
Real estate 7,821,544 
Installment loans 2,673,967 
Charge card loans 2,213,285 
Other 

Total $ 18,903,134 

Loans due after one year with: 

Variable rates 
Fixed rates 

Total 

After 1 
But Within After 

5 Years 5 Years 
$ 5,601,668 $ 49,692,661 

3,826,284 113,048,140 
8,878,729 4,171,522 

152,334 

$ 18,306,681 $ 167,064,657 

$ 89,168,288 
96,203,050 

$ 185,371,338 
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The following tables present the contractual aging of the recorded investment in past due loans, 
segregated by class of loans. 

At December 31 , 2018 
Recorded 

Past Due Investment 
2: 90 days 

30-59 days 60-89 days > 90 days Total Current Total Loans and Accruinl! 

Commercial $ 364,793 $ 28,413 $ 126,947 $ 520,153 $ 60,968,514 $ 61,488,667 $ 51,874 
Real Estate 1,043,921 229,865 1,273,786 123,422, 182 124,695,968 36,638 
Installment Loans 88,813 3,376 36,638 128,827 15,595,391 15,724,218 
Charge card Joans 2,213,285 2,213,265 
Other 152,334 152,334 

Total $ 1,497,527 $ 261,654 $ 163.585 $ 1,922.766 $ 202,351,706 $ 204,274,472 $ 88.512 

At December 31 , 2017 

Recorded 
Past Due Investment 

2: 90 days 
30-59 dars 60-89 dalS 2: 90 dals Total Current Total Loans and Accruin!l 

Commercial $ 45,405 $ $ 112,873 $ 158,278 $ 58,240,586 $ 58,398,864 $ 
Real Estate 826,067 15,499 87,372 930,938 114,534,301 115,465,239 87,372 
Installment Loans 66,711 26,624 93,335 14,169,223 14,262,558 
Charge card loans 2,314,513 2,314,513 
Other 223,283 223,283 

Total $ 940,183 $ 42,123 $ 200.245 $ 1,182,551 $ 189,481,906 $ 190,664,457 $ 67,372 

The following tables set forth impaired loan information by class of Joan. 

December 31 , 2018 

With no related allowance 
Commercial 
Real estate 
Installment Joans 
Charge card loans 
Other 

Total with no related 
allowance 

With a related allowance 
Commercial 
Real estate 
Installment loans 
Charge card loans 
Other 

Total with a related 
allowance 

Unpaid Average 
Recorded Principal Related Recorded Income 
Investment Balance Allowance Investment Recognized 

$ 1,309,463 $ 1,309,463 $ $ 1,351,257 $ 67,529 
156,645 156,645 157,819 7,713 

17,454 17,454 28,196 1,291 

$ 1.483,562 $ 1,483,562 $ . $ 1.537.272 $ 76,533 

$ 123,769 $ 117,046 $ 6,723 $ 125,816 $ 6,797 
266,505 255,219 11,266 260.482 12,375 

$ 390,274 $ 372,265 $ 18,009 $ 386,298 $ 19,172 
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December 31 , 2018 
Unpaid Average 

Recorded Principal Related Recorded Income 
Investment Balance Allowance Investment Recoanized 

Total 
Commercial $ 1,433,232 $ 1,426,509 $ 6,723 $ 1,477,073 $ 74,326 
Real estate 423,150 411,864 11,286 418,301 20,088 
Installment loans 17,454 17,454 26,196 1,291 
Charge card loans 
Other 

Total $ 1,873.836 $ 1,855,627 $ 18,009 $ 1.923.570 $ 95,705 

December 31, 2017 
Unpaid Average 

Recorded Principal Related Recorded Income 
Investment Balance Allowance Investment Reco9nized 

With no related allowance 
Commercial $ 988,682 $ 988,682 $ $ 1,023,906 $ 50,701 
Real estate 660,931 680 ,931 693 ,135 34,117 
Installment loans 19,381 19,381 18,195 2,210 
Charge card loans 
Other 

Total with no related 
allowance $ 1,688.994 $ 1,688,994 $ . $ 1,735,236 $ 87,028 

With a related allowance 
Commercial $ 116,142 $ 117,290 $ 1,148 $ 124,959 $ 6,278 
Real estate 329,999 344 ,511 14,512 335,452 19,738 
Installment loans 15,262 15,838 576 17,131 1,010 
Charge card loans 
Other 

Total with a related 
allowance $ 461 .403 $ 477,639 s 16,236 s 477.542 s 27.026 

Total 
Commercial $1,104 ,824 $ 1,105,972 $ 1,148 $1 ,148,865 $ 56,979 
Real estate 1,010,930 1,025,442 14,512 1,028,587 53,855 
Installment loans 34,643 35,219 576 35,326 3,220 
Charge card loans 
Other 

Total $ 2.150.397 $2,166.633 $ 16,236 $ 2.212.778 $ 114,054 

Included in impaired loans are troubled debt restructurings of $554,345 and $795,977 as of 
December 31, 2018 and 2017, respectively. 

In the past, the subsidiary bank has made loans, in the normal course of business, to its 
directors, offlcers and employees, and will continue to make such loans in the future. At 
December 31, 2018 and 2017, outstanding loans to directors and officers with original balances 
of $60,000 or more totaled $2,172,109 and $1,531,573, respectively. 

The following presents the activity with respect to related party loans with original balances 
aggregating $60,000 or more to any one related party during the years ended December 31, 
2018 and 2017. 
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2018 

Balance, beginning $ 1,531,573 
Additions 1,139,241 
Amounts collected (498,705) 

Balance, ending $ 2,172,109 

18 

2017 

$ 1,543,336 
578,775 

(590,538) 

$ 1,531.573 

The following table presents the non-accrual loans included in the net balance of loans at 
December 31, 2018 and 2017, respectively. 

2018 2017 
Commercial $ 333,607 $ 388,737 
Real estate 160,492 168,861 
Installment loans 

Total $ 494,099 $ 557,598 

If interest on non-accrual loans had been accrued, such income would have approximated 
$26,600, $27,600 and $27,900, for each of the three years in the period ended December 31, 
2018, 2017, and 2016 respectively. 

Loans are categorized into risk categories based on relevant information about the ability of 
borrowers to service their debts such as current financial information, historical payment 
experience. credit documentation, and current economic trends, among other factors . The 
loans are analyzed individually by classifylng the loans as to credit risk. The Company 
internally grades all new loans. In addition. the Company performs an annual loan review on all 
non-h0mogeneous commercial loans exceeding $300,000, al which time these loans are re
graded. 

The following definition of risk grades are as follows: 

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. 

Substandard: Loans inadequately protected by the current sound net worth and paying 
capacity of the obliger, or pledged collateral, if any. There is a distinct possibility that the Bank 
will susta111 some loss if the delic1encies are not corrected. 

Doubtful: Loans that will have all the weaknesses inherent in a substandard loan with the 
added factor that the weaknesses are pronounced to a point where collection or liquidation in 
full is highly improbable. 

Loss: Loans that are considered to be uncollectible 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 thal is not pracllcable 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 table presents the recorded investment in loans that are graded based on the risk 
associated with the loan. 

December 31 , 2018 
Charge Card 

Commercial Real Estate Installment Loans Other 
Pass S 60,934,195 $ 123,684,470 $ 15,673,030 $ 2,213,285 $ 151 ,583 
Substandard 554,473 1,011 ,498 51,938 
Doubtful 

Total $ 61,4$8,668 $ 124,695,968 $ 15,724,968 $ 2,213,285 $ 151,583 

December 31 , 2017 
Charge Card 

Commercial Real Estate Installment Loans Other 
Pass $57,797,162 $ 114,485,719 $ 14,222,417 $ 2,314,513 $ 223,283 
Substandard 601,702 979,520 40,141 
Doubtful 

Total $ 58,398,864 $ 115.465.239 $ 14 ,262.558 $ 2.314,513 $ 223,283 

The following tables present by class the subsidiary bank's troubled debt restructurings 
(TOR) for the years ended December 31 , 2018 and 2017. 

Consumer 
Residential Real Estate 
Commercial 
Other 

Total 

Consumer 
Residential Real Estate 
Commercial Real Estate 
Other 

Total 

December 31 , 2018 
Pre-Modification Post-Modification 

Outstanding Outstanding 
Number of Recorded Recorded 
Contracts Investment Investment 

1 $ 6 ,966 $ 6,966 
1 50,976 50,976 
3 1,710,746 1,710,746 
0 

5 $ 1,768,688 $ 1,768,688 

December 31, 2017 
Pre-Modification Post-Modification 

Outstanding Outstanding 
Number of Recorded Recorded 
Contracts Investment Investment 

1 $ 6,966 $ 6,966 
1 50,976 50,976 
5 2,104,784 2,104,784 
0 

7 $ 2,162 ,726 $ 2 ,1 62.726 

At December 31 , 2018 and 2017, the subsidiary bank's restructured loans were primarily 
modified by a reduction in the monthly payment amount and an extension of the maturity date. 
None of the modifications resulted in the forgiveness of amounts contractually due. The loans 
were evaluated individually for a/location within the Bank's allowance for loan losses. The 
modifications had an immaterial impact on the financial condition and results of operations for 
the Bank. 
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With regard to troubled debt restructurings, the Bank follows its charge-off policy to define 
default. There were no troubled debt restructuring on which the bank noted payment default 
during the years ended December 31, 2018 and 2017. 

Concentrations of credit risk: The subsidiary bank grants a majority of its commercial, 
financial, agricultural, real estate, installment and charge card Joans to individuals and 
customers throughout Wood County, West Virginia and adjacent counties. 

Note 5. AHowance 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 $ 1 244.157 $ 1,271 ,947 $ 1,202.516 

Losses : 
Commercial, financial and agricultural 14,033 
Real estate 6,454 48,787 13,795 
Installment loans 105,985 33,392 
Other 73,750 74 ,742 78,453 

Total 80,204 243,547 125,640 

Recoveries; 
Commercial, financial and agricultural 156 340 105 
Real estate 1,231 2,068 1,649 
Installment loans 9,047 7,314 13,810 
Other 31 ,662 20,035 27,007 

Total 42,096 29.757 42,571 

Net losses (38,108) (213,790) (83,069) 
Provision for loan losses 156,000 186,000 152,500 

Balance, end of year $ 1,362,049 $ 1,244,157 $ 1,271,947 

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

Specific Reserve for Loans Individually Evaluated 

The Bank identifies loan relationships that may have credit weaknesses. Such loan 
relationships are identified primarily through the analysis of internal loan evaluations, pasl due 
loar1 reports, and loans adversely classified oy regulatory authorities. Each loan so identJfied is 
then individually evah.iated lo 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 wi1h the contractual terms of the underlying loan agreement. The Bank measures 
impairment based on the fair value or the loan's collateral , which is generally determined 
utilizing current appraisals. A specific reserve is es tablished 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. 



COMMUNITY BANKSHARES, INC. 
(AN S-CORPORA TION) AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Quantitative Reserve for Loans Collectively Evaluated 

21 

Second, the Bank stratifies the loan portfolio into the following loan pools: commercial, real 
estate, installment loans, charge card loans 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 evaluatlng impairment, the Bank considers groups of smaller-balance, 
homogeneous loans to include; mortgage loans secured by residential property, other than 
those which significanUy exceed the bank's typical residential mortgage loan amount; and 
installment loans to individuals. 

Activity in the allowance for loan losses by loan class during the year ended December 31, 
2018 and 2017. is as follows: 

December 31 , 2018 
Charge Card 

Installment and Other 
Commercial Real Estate Loans Loans Total 

Allowance for credit 
losses: 

Beginning balance $ 1,090,308 $ 266,208 $ (21,314) $ (91,045) $ 1,244,157 
Charge-offs 6,454 73,750 80,204 
Recoveries 156 1,231 9,047 31,662 42,096 
Provision 22,895 106,268 23,630 3,207 156,000 

Ending balance $ 1.113.359 $ 367,253 $ 11,363 $ (129,926) $ 1,362,049 

Allowance related to: 
Individually evaluated 

for impairment $ 309 s 6,595 $ 11,105 $ $ 18,009 
Collectively evaluated 

for impairment 1, 113,050 360,658 258 (129,926) 1,344,040 

Total $ 1,113,359 $ 367.253 $ 11,363 $ (129,926) $ 1,362,049 

Loans: 
Individually evaluated 

for impairment s 1,426,509 $ 411,864 $ 17,454 $ $ 1,855,827 
Collectively evaluated 

for impairment 60,062,159 124.284.104 15.707,514 2.364.868 202,418,645 

Total $ 61,488,668 $ 124,695,968 $ 15,724,968 $ 2,364,868 $ 204,274,472 
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December 31, 2017 

Allowance for credit 
losses: 

Beginning balance 
Charge-offs 
Recoveries 
Provision 

Ending balance 

Allowance related to: 
Individually evaluated 

Commercial 

$ 1,076,918 $ 

14,033 
340 

27,083 

$ 1,090.308 $ 

for impairment $ 1 , 148 $ 
Collectively evaluated 

for impairment 1.089, 160 

Total 

Loans: 

$ 1,090,308 $ 

Real Estate 

183,670 $ 

48,787 
2,068 

129,257 

266,208 $ 

14,512 $ 

251,696 

266,208 $ 

Charge Card 
Installment and Other 

Loans 

52,305 $ 

105,985 
7,314 

25,052 

(21 ,314) $ 

Loans Total 

(40,946) $ 1,271 ,947 
74,742 243,547 
20,035 29,757 
4,608 186,000 

(91 ,045) =$=====1,=24=4=, 1=57= 

576 $ $ 16,236 

(21 ,890) (91 ,045) 1,227,921 

(21,314) S (91,045) ==$==1~,2=4="·=15=7= 

Individually evaluated 
for impairment 

Collectively evaluated 
for impairment 

$ 1,153,966 $ 124,929 $ 63,843 $ $ 1,342,738 

Total 

57,244,898 115,340,310 

$ 58,398.864 $ 115,465.239 

14,198,715 

$ 14,262,558 

2,537,796 

$ 2,537,796 

189,321,719 

$ 190,664,457 

For quarterly loan review purposes, the bank selects loans or relationships that may have credit 
weaknesses. The above balances for loans individually evaluated for impairment include only 
such loan balances and related allowances. The bank does, however, review a larger number 
of loans on a recurring basis for internal purposes. 

Note 6. Bank Premises and Equipment 

The major categories of bank premises and equipment and accumulated depreciation at 
December 31, 2018 and 2017 are summarized as follows: 

Land 
Buildings and improvements 
Furniture and equipment 

Less accumulated depreciation 

Bank premises and equipment, net 

2018 
$ 1,084,028 

4,464,355 
3,559,392 
9,107,775 
6,157,337 

$ 2,950,438 

2017 
$ 1,084,028 

4,356,577 
3,818,644 
9,259,249 
6,288,238 

$ 2,971,011 

Depreciation expense for the years ended December 31 , 2018, 2017 and 2016 totaled 
$322,890, $333,144 and $356,319, respectively. 
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The following is a summary of interest bearing deposits by type as of December 31, 2018 and 
2017: 

NOW and Super NOW accounts 
Money market accounts 
Savings deposits 
Time Deposits 

Total 

2018 
$ 41,038,066 

12,046,694 
42,301,243 
34,235,700 

$ 129,621,703 

2017 
$ 38,419,035 

15,483,259 
41,350,139 
45,284,841 

$ 140,537,274 

Time certificates of deposit in denominations equal to or exceeding the federal depository 
(FDIC) insured limit of $250,000 totaled $4,520,198 and $4,985,187 at December 31, 2018 and 
2017, respectively. Interest on time certificates of deposit in denominations of $250,000 or 
more was $36,852, $41,128 and $39,318 for the years ended December 31, 2018, 2017 and 
2016, respectively. 

The following is a summary of the maturity distribution of certificates of deposit in 
denominations of $250,000 or more as of December 31, 2018: 

Three months or less 
Three through six months 
Six through twelve months 
Over twelve months 

Total 

Amount 
$ 671,205 

1,712,942 
251,877 

1,884,174 

$ 4,520. 198 

At December 31, 2018, the scheduled maturities of time deposits are as follows: 

Year 
201 9 
2020 
2021 
2022 
2022 and thereafter 

$ 

$ 

Percent 
14.85% 
37.90% 
5.57% 

41 .68% 

100% 

Amount 
20,521,200 

8,288,187 
3,630,494 

896,692 
899,127 

34,235,700 

Included in time deposits are deposits acquired through a third party ("brokered deposits") 
maturing on April 27, 2018 totaling $0 and $15 million at December 31, 2018 and 2017, 
respectively. Interest on these brokered deposits was $54,333, $160,308, and $0 for the years 
ended December 31, 2018, 2017, and 2016, respectively. 

At December 31, 201 B and 2017, deposits of related parties including directors, executive 
officers and their related interests of Community Bankshares, Inc., and subsidiary approximated 
$1,795,708 and $1,977,834, respectively. 
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Short-term borrowings: Federal funds purchased and securities sold under agreements to 
repurchase mature the next business day. The securities underlying the repurchase 
agreements are under the subsidiary bank's control and secure the total outstanding daily 
balances. Other short-term borrowings ·consist of lines of credit from the Federal Home Loan 
Bank (FHLB) under its RepoPlus Program. Borrowings under lhis arrangement will be granted 
for terms of 1 to 364 days and will bear interest al both fixed and variable rates set at the time 
of the funding request with variable rates subject to change each month. Also, included in 
other borrowings are borrowings from the FHLB under its Mid Term Repo-Fixed and RepoPlus
Fixed Programs lhat will mature during the year ending December 31' , 2018. These lines of 
credil are secured by a blanket lien on air unpledged and unencumbered assets of the 
subsidiary bank. 

Additional details regarding short-term borrowings during the years ended December 31, 2018 
and 2017 are presented below: 

2018 

Federal Funds Repurchase FHLB 
Purchased Agreements Borrowings 

Outstanding at year end $ 607.000 $ 3,217,791 $ 32,582,400 
Average amount outstanding 101,000 4,254,187 24,635,254 
Maximum amount outstanding 

at any month end 607,000 6,102,104 32,582,400 
Weighted average interest rate 2.07% 0.14% 2.58% 

2017 

Federal Funds Repurchase FHLB 
Purchased A9reements Borrowings 

Outstanding at year end $ $ 4,335,087 $ 13,204,200 
Average amount outstanding 27,917 4,489,471 17,381,708 
Maximum amount outstanding 

at any month end 5,222,486 13,204,200 
Weighted average interest rate 1.58% 0.16% 1.73% 

FHLB Long-term Borrowings: As a member of the Federal Home Loan Bank of Pittsburgh 
(FHLB), the subsidiary bank obtained borrowings from the FHLB under various lending 
programs to finance loan growth and/or meet liquidity needs as necessary. All such borrowings 
are secured by a lien on all unpledged and unencumbered assets of the subsidiary bank. 
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A summary of the Company's FHLB borrowings at December 31, 2018 and 2017 are as 
follows: 

Note payable, dated July 29, 2008 to FHLB, at 
4.360%. Matured. 

Note payable, dated December 4, 2017, to FHLB, at 
1.54%. Matured. 

Note payable, dated October 2, 2018, to FHLB, at 
2.52%. Due January 2, 2019. 

Note payable, dated December 26, 2018, to FHLB, at 
2. 77%. Due January 4, 2019. 

Note payable, dated November 26, 2018, to FHLB, at 
2.64%. Due January 25, 2019. 

Note p9yable, dated November 29, 2018, to FHLB, at 
2.67%. Due January 28, 2019. 

Note payable, dated December 18, 2018, to FHLB, at 
2.72%. Due March 18, 2019. 

Note payable, dated December 20, 2018, to FHLB, at 
2.72%. Due March 19, 2019. 

Note payable, dated December 26, 2018, to FHLB, at 
2.83%. Due June, 29 2019. 

Note payable, dated September 5, 2018, to FHLB, at 
2.72%. September 5, 2019. 

Note payable, dated October 5, 2018, to FHLB, at 
3.02%. Due October 5, 2020. 

Less short-term portion of FHLB borrowings 

$ 

$ 

2018 

5,000,000 

1,165,700 

5,208,400 

5,208,300 

5,000,000 

4,000,000 

2,000,000 

5,000,000 

5.000,000 
37,582,400 

(32,582,400) 

5,000,000 

2017 

$ 5,000,000 

$ 

8,204,200 

13,204,200 
(13,204,200) 

A summary of the maturities of FHLB borrowings over the next five years are as follows: 

Years Ending 
December 31 , 
2019 
2020 

Total 

Amount 
S 32,582.400 

5,000,000 

$ 37 .582,400 

Other Long-term Borrowings: In conjunction with the acquisition of land for a branch banking 
facility, the subsidiary bank entered into a $270,000 long-term note payable with an individual. 
The note, which bears interest at 6%, is repayable in 26 equal annual installments of $20,000 
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through January 2, 2019, with a final installment of $13,226 due January 2, 2020. The note is 
secured by a deed of trust on the subsidiary bank's branch facility land with a carrying value of 
$384,451. 

A summary of the maturities of this long-term note over the next five years follows: 

Years Ending 
December 31 , 
2019 
2020 

Total $ 

Amount 
18,228 
11,300 

29,528 

Trust Preferred Securities Statutory Trust I: On December 15, 2005 the Company formed 
Community Bankshares Statutory Trust I. The Trust is a 100% owned subsidiary of lhe 
Company and exists for the purpose of (1) issuing trust preferred capital securities (Capital 
Securities) and (2) using the proceeds rrom the sale of the Capital Securities to acquire 
subordinated debentures issued by the Company. The debentures are the sole assets of the 
Trust and the Company's payments under the debentures are the sole source of revenue of the 
Trust. Three thousand Capital Securities ($1 ,000 liquidation value per Capital Security) were 
issued in the aggregate liqutdatlon amount of $3,000,000 and 93 common securities were also 
issued in the aggregate amount of $93,000. 

The Company has Irrevocably and unconditionally guaranteed with respect to the Capita l 
Securities and to the extent not paid by the Trust. accrued and unpaid distributions on the 
Capital Securities and the redemption price payable to the holders of the Capital Securities. 
The Company has lhe option to defer payment of the distributions for an extended period up to 
five years. so long as lhe Company is not in default of the (arms of the debentures. 

The Capital Securities term is 30 years; however, effective December 15, 2010, the Capital 
Securities and, debentures are redeemable at par value. Interest is payable quarterly during 
the 30-year term. The interest rate is variable ba.sed on the three-month LIBOR rate plus 
1.40%. The interest rate was 4.19% and 3.09% as of December 31 , 2018 and 2017, 
respectively. 

Note 9. Commitments and Contingencies 

Litigation: Due to the nature of business of the subsidiary bank, which involves extension of 
credit and collection of loans and the enfor<:ement of liens, security Interest and mortgages, the 
Bank is the plaintiff or defendant in various legal proceedings from lime lo time. Management 
does not anticipate the outcome of such claims or actions to have a significant effect on the 
subsidiary bank's financial position. 

Note 10. Employee Benefit Plans 

The Company's subsidiary bank has a non-qualified Incentive Bonus Plan. The purpose of lhe 
Plan is to provide a cash bonus to employees of Community Bank of Parkersburg as an 
incentive to maximize profits of the Bank. The bonus is based on the Bank allainlng specified 
levels of profitability and Is primarily measured by the Bank's return on equity. The participants 
and the amounts distributed to each participaht are determined by the Board of Directors in 
December of each year and are based on the individual's performance, contributions to the 
prolils for the year and other factors which the Board of Directors may consider relevant. 

The Company and Its subsidiary have a change in control agreement with its Chief Executive 
Officer. This agreement contains provisions that would entitle the officer to receive certain benefits if 
there is a change in control in the Company (as defined) and a termination of his employment 
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The Company's subsidiary bank also has a 401(k) Profit Sharing Plan. The Plan, which was 
established January 1, 2015, is a defined contribution 401(k) safe harbor plan that provides 
both employee salary deferral contributions and employer contributions under Section 401(k) of 
the Internal Revenue Code. Within the provisions of Plan documentalion, Bank employees are 
eligible to make elective contributions once lhey have attained age twenty-one and have 
completed one year of service. Employees are eligible lo receive employer contributions upon 
hire. Employee contributions are generally limited to 100 percent of annual compensation or 
the IRS approved limit .. The Company may make two types of contributions to the Plan: (1) 
Matching Contributions (Company matches, up to a certain percentage, Salary Reduction 
Contributions made by the participant), and (2) Profit Sharing Contributions (addittonal 
discretionary contributions made by the Company as determined by the Board of Directors, 
which is subject to vesting). The employee may make (1) Salary Deferral Contributions and/or 
(2) Rollover Contributions. Each participant's account Is credited with an allocation of (a) th·e 
Company's contribution, (b) Plan earnings and (c) forfeitures of terminated participants' non
vested accounts. Voluntary Bank matching contributions are limited to 3.0 percent of total 
annual compensation. 

Contributions of $278,487, $258,182, and $291,388 were made to the Plan for the years ended 
December 31, 2018, 2017, and 2016 respectively. 

Note 11. Regulatory Restrictions on Capital and Dividends 

The primary source of funds for the dividends paid by the Company is dividends received from 
its subsidiary bank. Dividends paid by the subsidiary bank are subject to restrictions by 
banking regulations. The most restrictive prov slon 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. During 2019, the net retained profits available for 
distribution lo Community B_ankshares, Inc., as dividends without regulatory approval are 
undistributed net profits for the prior two years, as defined. plus net Income for the interim 
periods through the date of declaration. 

Community Bankshares, Inc. and the subsidiary bank are subject to various regulatory capital 
requirements administered by the Federal banking agencies. Under capital adequacy 
guidelines and the regulatory framework for prompt corrective action, Community Bankshares, 
lnc. and the subs diary bank must meet specific capital guidelines that involve quantitative 
measures of Community Bankshares, lnc.'s and subsidiary bank'.s assets, liabilities and certain 
off-balance sheet items as calculated under regulatory accounting practices. 

Quantitative measures established by regulation to ensure capital adequacy require 
Community Bankshares. Inc. and the subsidiary bank to maintain minimum amounts and ratios 
(set forth In 1he table below) or total and Tier I capital (as defined In the regulations) to risk
weighted assets (as defined) and of TI er I capital (as defined) to average assets (as defined). 
Management believes that as of December 31, 2018, Community Bankshares, Inc. and the 
subsidiary bank meet all capital adequacy requirements lo which they are subject. 

The most recent notification from the Federal Deposit Insurance Corporation categorized 
Community Bankshares, Inc. and the subsidiary bank as well capitalized under the regulatory 
framework for prompt corrective action. To be categorized as well capitalized. Community 
Bankshares. Inc. and the subsidiary bank must maintain minlmum total risk-based, Tier I risk
based and Tier I leverage ratios as set forth in the table. There are no conditions or events 
since that notification that management believes have changed the institution's category. 
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Community Bankshares, lnc.'s and the subsidiary banks and actual capital amounts and ratios 
are presented in the following table: 

To Be Well Capitalized 
For Capital Under Prompt Corrective 

Actual Adeguacl Pureoses Actions Provisions 
Amount Ratio Amount Ratio Amount Ratio 

As of December 31, 
2018: 

Common Equity 
Tier I Capital 
(to Risk-Weighted 

Assets) 
Community 

Bankshares, Inc. $ 29,833,848 19.4% $ 6,939,257 4.5% $ 10,023,371 6.5% 
Community Bank of 

Parkersburg $ 26,833,848 17.4% $ 6,939,014 4.5% $ 10,023,020 6.5% 

Total Capital 
(to Risk-Weighted 

Assets) 
Community 

Bankshares, Inc. $31 ,195,896 20.2% $ 12,336,456 8.0% $ 15,420,570 10.0% 
Community Bank of 

Parkersburg $28,195,896 18.3% $ 12,336,024 8.0% $ 15,420,031 10.0% 

Tier I Capital 
(to Risk-Weighted 

Assets) 
Community 

Bankshares, Inc. $ 29,833,848 19.4% $ 9,252,342 6.0% $ 12,336,456 8.0% 
Community Bank of 

Parkersburg $ 26,833,848 17.4% $ 9,252,018 6.0% $ 12,336,024 8.0% 

Tier I Capital 
(to Average Assets) 

Community 
Bankshares, Inc. $ 29,833,848 12.4% $ 9,647,736 4.0% $ 12,059,670 5.0% 

Community Bank of 
Parkersburg $ 26,833,848 11.1% $ 9,647,736 4.0% $ 12,059,670 5.0% 
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To Be Well Capitalized 
For Capital Under Prompt Corrective 

Actual Adeguac~ Pureoses Actions Provisions 
Amount Ratio Amount Ratio Amount Ratio 

As of December 31, 
2017: 

Common Equity 
Tier I Capital 

(to Risk-Weighted 
Assets) 

Community 
Bankshares, Inc. $29,186,932 19.8% $ 6,642,691 4.5% $ 9,594,998 6.5% 

Community Bank of 
Parkersburg $ 26,186,932 17.7% $ 6,642,506 4.5% $ 9,594,731 6.5% 

Total Capital 
(to Risk-Weighted 

Assets) 
Community 

Bankshares, Inc. $ 30,431,089 20.6% $ 11,809,228 8.0% $ 14,761,535 10.0% 
Community Bank of 

Parkersburg $ 27,431,089 18.6% $ 11 ,808,899 8.0% $14,761,124 10.0% 

Tier I Capital 
(to Risk-Weighted 

Assets) 
Community $ 29,186,932 19.8% $ 8,856,921 6.0% $ 11,809,228 8.0% 

Bankshares, Inc. 
Community Bank of $ 26, 186,932 17.7% $ 8,856,675 6.0% $ 11,808,899 8.0% 

Parkersburg 

Tier I Capital 
(to Average Assets) 

Community 
Bankshares, Inc. $ 29,186,932 12.5% $ 9,338,763 4.0% $ 11,673,454 5.0% 

Community Bank of 
Parkersburg $ 26,186,932 11 .2% $ 9,338,763 4.0% $ 11 ,673,454 5.0% 
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The Bank is a party to financial instruments with off-balance sheet risk in the normal course of 
business to meet the financing needs of its customers. A substantial portion of these financial 
instruments include commitments to extend credit and credit card commitments. 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 instuments whose contract Contract Amount 
amounts reeresent credit risk 2018 2017 

Performance and standby letters of credit $ 235,627 $ 120,127 
Commitments to extend credit 15,584,815 17,026,554 
Credit card commitments 7,822,734 6,606,234 

Total $ 23,643,176 $ 23,752,915 

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 credit card commitments is 
represented by the contractual amount of these 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; property, plant and equipment; income-producing commercial properties and 
residential real estate. The credit card commitments are unsecured lines of credit. 

Note 13. Fair Value of Financial Instruments 

The following summarizes the methods and significant assumptions used by the Company in 
estimating its fair value disclosures for financial instruments. 

Cash and due from banks: The carrying values of cash and due from banks approximate 
their estimated fair value. 

Federal funds sold: The carrying values of federal funds sold approximate their estimated fair 
values. 

Securities: Estimated fair values of securities are based on quoted market prices, where 
available. If quoted market prices are not available, estimated fair values are based on quoted 
market prices of comparable securities. 

Loans: The estimated fair values for loans are computed based on scheduled future cash 
flows of principal and interest, discounted at interest rates currently offered for loans with similar 
terms to borrowers of similar credit quality. No prepayments of principal are assumed. 

Accrued interest receivable and payable: The carrying values of accrued interest receivable 
and payable approximate their estimated fair values. 

Deposits ' The eslimated fair values of demand deposits (i.e., noninterest bearing checking 
NOW, Super NOW, money market and savings accounts) and other .var able rate deposits 
approximate their carrying values. Fair values of fixed maturity deposits are estimated using a 
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discounted cash flow methodology at rates currently offered for deposits with similar remaining 
maturities. Any intangible value of long-term relationships with depositors is not considered in 
estimating the fair values disclosed. 

Short-term borrowings: The carrying values of short-term borrowings approximate their 
estimated fair values. 

Long-term borrowings: The fair values of long-term borrowings are estimated by discounting 
scheduled future payments of principal and interest at current rates available on borrowings 
with similar terms. 

Off-balance sheet instruments: The fair values of commitments to extend credit and standby 
letters of credit are estimated using the fees currently charged to enter into similar agreements, 
taking into account the remaining terms of the agreements and the present credit standing of 
the counterparties. The amounts of fees currently charged on commitments and standby letters 
of cred it are deemed insignificant, and therefore, the estimated fair values and carrying values 
are not shown below. 

The carrying values and estimated fair values of the Company's financial instruments are 
summarized below: 

Financial Assets: 
Cash and due from banks 
Federal funds sold 
Securtties available for sale 
Loans 
Accrued interest receivable 

Financial liabilites: 
Deposits 
Short-term borrowings 
Long-term borrowings 
Accrued interest payable 

Note 14. Fair Value Measurements 

December 31 , 2018 

Carrying 
Value 

$ 5,421 ,070 

29,956,625 
202,608,352 

609.240 
S 238,595,287 

$ 175,087,121 
36,407,191 

8,029,528 
167,149 

S 219.690,989 

Estimated 
Fair 

Value 

$ 5,421,070 

29,956,625 
201 ,049,685 

609,240 
S 237,036,620 

$ 175, 125,626 
36,405,025 
8,029,528 

167.149 
$ 219,727,328 

December 31 , 2017 

Carrying 
Value 

$ 5,562,369 
3,914,000 

31,489,580 
189,167,636 

590,619 
S 230,724,204 

$ 190,457,834 
17,539,287 
3,046,725 

187,163 
$ 211 ,231,009 

Estimated 
Fair 

Value 

s 5,562,369 
3,914,000 

31,489,580 
189,002,032 

590,619 
$ 230,558,600 

$ 190,501,913 
17,624,805 
3,046,725 

187,163 
$ 211,360,606 

ASC Topic 820, Fair Value Measurements and Disclosures, 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 enlity 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. 
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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 are 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. 

The following is a description of valuation methodologies used for assets and liabilities 
recorded at fair value. 

Available-for-Sale Securities: Investment securities available-for-sale are recorded at fair 
value on a recurring basis. Fair value measurement is based upon quoted prices, if available. 
If quoted prices are not available, fair values are measured using Independent pricing models 
or other model-based valuation techniques such as the present va lue of future cash flows. 
adjusted for the security's credit rating, prepayment assumptions and other factors such as 
credit loss assumptions. Level 1 securities include those traded on an active exchange, such 
as the New York Stock Exchange, U.S. Treasury securities that are traded by dealers or 
brokers in active over-the-counter markets and money market funds. Level 2 securities include 
mortgage-backed securities issued by government sponsored entities, mortgage backed 
securities and municipal bonds. 

Impaired Loans: Impaired loans are measured for impairment using the fair value of the 
collateral for collateral-dependent loans. As such, the Company classifies loans subject to 
nonrecurring fair value adjuslments as Level 2 based on a current appraisal. If there Is not a 
current appraisal these loans are classified as Level 3. The value of real estate collateral is 
determined utilizing an appraisal conducted by an Independent, licensed appraiser outside of 
the Company using comparable. property sales (Level 2). The appraisals are typically adjusted 
for cash to sell and llquidaiion factors for foreclosed properties resulting in level 3 classification. 

Other Real Estate Owned ("OREO"): OREO consists of real estate acquired in foreclosure or 
other settlement of loans. Such assets are carried on the balance sheet at the lower of the 
investment in the real estate or its fair value less estimated selling costs. The fair value of 
OREO is determined on a nonrecurring basis generally utilizing current appraisals performed by 
an independent, licensed appraiser applying an income or market value approach using 
observable market data (Level 2). OREO valued by an original appraisal discounted for known 
deterioration is Level 3. Upon foreclosure, any fair value adjustment fs charged against the 
allowance for loan losses. Subsequent fair value adjustments are recorded in the period 
incurred and included in other noninterest income in the consolidated statements of income. 
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Assets at Fair Value on a Recurring Basis 

The table below presents the recorded amount of assets measured at fair value on a recurring 
basis. 

Available for Sale Securities 
Mortgage-backed securities

U.S. Government agencies 
and corporations 

Available for Sale Securities 
Mortgage-backed securities

U.S. Government agencies 
and corporations 

Total at Fair Value Measurements Using: 
December 31, 

2018 Level 1 

$ 29,956,625 _$ ___ _ 

S 29,955,625 =$==== 

Level2 Level3 

$ 29,956,625 ~s~--
s W,956,625 =$==== 

Total at Fair Value Measurements Using: 
December 31, 

2017 Level 1 Level 2 Level3 

S 31,489,580 __;$:..___ __ _ $ 31.489,580 __;$;.._ __ _ 

$ 31,489,580 =s==== $ 31,489,580 =$==== 

Assets Recorded at Fair Value on a Nonrecurring Basis 

The Company may be required, from time to time, to measure certain assets at fair value on a 
nonrecurring basis in accordance with U.S. generally accepted accounting principles. These 
include assets that are measured at the lower of cost or market that were recognized at fair 
value below cost at the end of the period. As of December 31, 2018 and 2017, the Company 
did not have any assets measured at fair value on a nonrecurring basis. 

Note 15. Condensed Financial Statements of Parent Company 

The investment of the Company in its wholly-owned subsidiaries, Community Bank of 
Parkersburg and Community Bankshares Statutory Trust I, is presented on the equity method 
of accounting. The Company's balance sheets at December 31, 2018 and 2017, and the 
related statements of income and cash flows for the years ended December 31, 2018, 2017 
and 2016, are presented below: 

Balance Sheets 
Assets 

Cash 
Investment in subsidiaries, eliminated 

in consolidation 
Other assets 

Total assets 
Liabilities and Shareholders' Equity 

Liabilities 

Other liabilities 
Long-term borrowings 

Total liabilities 

2018 2017 

$ 80,231 $ 88,520 

26,516,414 26,228,060 
93,162 93,124 

$ 26,689,807 $ 26,409,704 

$ 7,228 $ 5,938 
3,093,000 3,093,000 

3,100,228 3,098,938 
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Shareholders" Equity 

Common stock, $.50 par value, authorized 
1,000,000 shares, issued 200,000 shares 

Capital surplus 
Retained earnings 
Accumulated other comprehensive income 

Unrealized gains/(losses) on investment securities 
Less cost of shares acquired for the treasury of 

2018, 26,774; 2017, 26,774 

Total shareholders' equity 

Total liabilities and shareholders' equity 

Statements of Income 

Income-dividends from subsidiary 
Interest income 
Expenses-operating 
Income before undistributed (distributed) income 
Equity in undistributed (distributed) income 

in subsidiary 

Net income 

Stateme nts of Cash Flow s 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Equity in (undistributed) distributed net 

income of subsidiary 
Increase (decrease) in other liabilities 
(Increase) decrease in other assets 

Net cash provided by operating acitivites 

CASH FLOWS FROM FINANCING ACTIVITIES 
Dividends paid to shareholders 

Net cash (used In) financing activities 

(Decrease) increase in cash 

Cash: 
Beginning 

Ending 

$ 

$ 

$ 

$ 

2018 

$ 100,000 
1,207,264 

26,489,277 

(317,435) 

(3 ,889,527) 

23,589,579 

$ 26,689,807 

2018 2017 

2,615,000 $ 2,865,000 
3,357 2,450 

133,442 85.472 
2,484,915 2,781 ,978 

646,916 362,676 

3,131.831 $ 3,144,654 

2018 2017 

3,131,831 $ 3,144,654 

(646,918) (362,676) 
1,290 1,023 

(37) (31) 

2.486.166 2,782.970 

(2.494 .455) (2,783,741) 

(2,494,455) (2 ,783,741) 

(8,289) (771) 

88,520 89,291 

80,231 $ 88.520 
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2017 

$ 100,000 
1,207,264 

25,851,901 

41,128 

(3,889,527) 

23,310,766 

$ 26,409,704 

2016 

$ 2,760,000 
1,963 

68,744 
2,693,219 

1,081.687 

$ 3,774,906 

2016 

$ 3,774,906 

(1 ,081 ,687) 
457 
(13) 

2,693,663 

(2,702,326) 

(2,702,326) 

(8,663) 

97,954 

$ 89,291 
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Community Bankshares, Inc., accounts for its investment in its bank subsidiaries by the equity method. 
During the years ended December 31, 2018, 2017 and 2016, changes were as follows: 

Number of shares owned -Community Bank of Parkersburg 
Percent of shares owned- Community Bank of Parkersburg 

Number of shares owned- Community Bankshares Statutory Trust I 
Percent of shares owned· Community Bankshares Statutory Trust I 

Balance at December 31, 2015 

Add (deduct): 
Equity in net income 
Dividends declared by subsidiary 
Change in net unrealized gain (loss) on secruities 
Change in funded pension asset 

Balance at December 31, 2016 

Add (deduct): 
Equity in net income 
Dividends declared by subsidiary 
Change in net unrealized gain (loss) on secruities 
Change in funded pension asset 

Balance at December 31, 2017 

Add (deduct): 
Equity in net income 
Dividends declared by subsidiary 
Change in net unrealized gain (loss) on secruities 

Balance at December 31, 2018 

10,000 
100% 

93 
100% 

$ 25,466,002 

3,841,687 
(2,760,000) 

(699,733) 

25,847,956 

3,227,675 
(2,865,000) 

17,429 

26,228,060 

3,261 ,917 
(2,615,000) 

{358,563) 

$ 26,516,~14 


