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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 Acl (12 U.S.C. § 1844(o)(1){A)); soctions 0(a) 
and 13(a) of the lntemallonal 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
lions 113,165, 312,618, and 809 orthe Dodd-FrankAct(12 U.S.C. 
§§ 6361, 5365, 5412, 1850a(c)(1), end 5466(b)(1)). Retum to the 
appropriate Federal Reserve Bank the ortglnal and the number of 
copies specified. 

NOTE: The Annual Report of Hqlding Companies musl be signed by 
one director of the top-lier holding company. Thi!J Individual should 
also be a senior official of the top-lier holding company. In !he event 
lhal the lop-lier holding company does not have an lndlvklual who ls 
a senior officlal 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 the 
authorized 1ndlvldual who must sign the report. 
I, R.W. DeMaurtce Ill 

Name ol the Holdlng Company otreclor and Offlaal 

Secretary/ Treasurer 
Tille or Iha Holding Company ottoctor and Ollldal 

attest that the Annuaf Reporl of Holdfng Companies (including 
the supporting attachments) for this report date has heefl 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. 

Wth rospoc/ lo Informal/on regarding Individuals contained in /his 
report, tho Reporter certifies Iha/ it has rho etJthorlty to provide this 
Information to the Federal ReseNe. The Reporter also csrtlflBs 
Iha/ II has Iha authority, on bt1lwlf of Baah individual, to consent or 
obfeot to public releaso of Information regarding that lndlvicfual. 
The Federal Resorva may assume, In the absence of a mques/ for 
conliden/fal lrealmenl submit/ad In accordance with the Board's 
•Ru/as Regarding Avsl/ablllty of Informal/on, H 12 C.F.R. Part 261, 
/hat the Reporter llI1Ii. individual consent to pub/la release of ell 
dot~~ concerning that individual. 

Signature of Hold11111 Co~ny Olructor and Official 
3 -,,2.s -,2, 0 I, 
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Indicate status of Annual Report lo Shareholders: 

D Is Included with the FR Y-6 report 
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This report form Is to be flied by all top-lier bank hold Ing compa­
nies, top-lier savings and loan holding companies, and U.S. inter• 
mediate holding companies organized under U.S. law, and by 
any foreign banking organization lha1 does not meet lhe require­
ments of and Is nol treated as a qualifying foreign banking orga­
nlzaUon under Section 211.23 of Regulation K (12 C.F.R. § 
211.23). (See page one of the general lnsltuotfons for more delall 
of who must file.) The Federal Reserve may not conduct or spon­
sor, and an organlzaUon (or a person) is not required to respond 
to, an Information collection unless It displays a currently valid 
0MB control number. 

Data of Report (top-Uer holding company's fiscal year-end): 

12!31/2018 
Mon1h / Day I Year 

No LEI Identifier 
Reportu(a Lugal Entity ldonUllur (LEI) (20-Charador LEI Code) 

Reporter's Name, Street, and Malling Address 
First Carolina Bancshares Corporation 

- ~-- ··-- ·------------
Legat Trlle of Holding Company 

P.O. Box 1028 
(Mailing Addt8$$ of Iha Holding Company) StnNtl I P.O. BOlC 

Darlington South Carolina _2_954_0 ___ _ 
Ctty Stale Zlp Code! 

104 Orange Street, Darlington, South Carolina 29532 
Physical location (If cfiflenmt from mailing addresa) 

Person lo whom questions about this report should be directed: 
R.W. DeMaurlce Ill Secretary/Treasurer 
Name 
843/39812912 
Ate• Code/ Phone Number I Extclllion 

843/39B/8009 
Area Code I FAX Number 

bubba@carollnabank.net 
E-maH Addre11 

None 

Tltlu 

Addra11 (URL) for the Holdlng Company', wub pogu 

~~~C::!8~~~:!=t-~~.~'.~~ .'~~~~~- ~~~~-~-' ... ~ 
In acx:ordance with the General Instructions for this report 
(dleck only one), 

1. a letter Justifying this request is being provided along 
with the report ............................... ........... .. ......... , • D 

2. a letter Justifying this request has been provided 68paratuly . . . D 
NOTE: tnform11tlon for which confidential lroa\ment is being requested 

must be provided separately and labeled 
aa "conficlonUal." 

Pub\le n,p011lng bunion for 1h11 lnformaUon colloellon Is t1Um1ted to ~DIY IR>m 1,3 lo 101 hot.ml po, IO'l)Onso. wlll1 •n ■wraoo ol ~.50 hours por nttpotlSII, lndudlng Ume lo gethar 1111d 
motni.ln lllla !/I Ille 11N1ldled lonn and to nlllow lnwue11on1 and comp101e 1he 1nrorm0Uon cOllodlon. Sond c:ommantt ~ardlng 1h11 bun:11111 tlllma1e 0< ally olharupec:1 of lhlt eolledlon ol 
lnlOlfflOllon. lnCMllnQ ■uogullont tor rtdur.lno UtlJI bunion to: Sucro!Ary, Board of Oowmn OI lho FO<lornl Rosorvo Syllam, 201h and C Streets, NW, Wu!llnglon, DC 20551, and to Iha 
Offlct o/ Mano; munl and lludge!, P,po......,,tc Roducllon Pn:,)oct (I tl)().01ll7), WHtunaton, OC 20503. 0312018 



For Use By Tiered Holding Companies 
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Top-tiered holding companies must list the names, mailing address, and physical locations of each of their subsidiary holding companies 
below. 

None 
Legat TIiie al Sub&ldltuy Holdlng Company Legel Tlllo of Subsldhuy Hold1n9 Company 

(Maillng Addntll■ of tho Subsidiary HoldlnQ Company) SI.reel I P.O. Box (Mailing Addros• of the Sub■ldlary Holdlng Company) Street I P.O. Box 

City State Zip Code City Slate Zip Code 

Phyalc;at Location (If different from malling addroH) Phylfc:al LocaUon (lf difrarenl from malling addtoH) 

Legal 1iUe of Subsidiary Hok!lng Company Legal TIUe d Subsidiary Holding Company 

(MaiUng Addrea1 of the Subsidiary Holdlng Company) Slroet I P.O. Box (Malling Addrna ol ll\e Sulxildlwy Holding Company) Sb"I I P.O. Box 

City Slate ZlpCode Clly S1810 Zip Code 

Phys!cal Location (If difforenl from melllng address) Physical Location (if different from mailing address) 

Legal lllte d Sublldiary Holding Company Legal litle of Subsklla,y Holding Company 

(Manino Acldteu or the Subsidiary Holding Company) Slraet I P.O. Box (Malting Aclcln,ss or the Subsidiary Holding Company) Street I P.O. Box 

State ZlpCodG City State Zip Codo 

Ph}'lical Locauon (II dlfrorenl rrom rnalliflQ adclroaa) Physical Locution (If dllf11111n1 rrom mailing e.cldTGII) 

L~al Tl\lo d Subsidiary Holding Company L"9al Tllla of Subaldiary Holdlnv Company 

(Mamng AddretH of the Subaldlwy Holding Company) Street I P.O. BOl( (MalUng Address of the Subaidiwy Holding Company) Slreel I P.O. Bo~ 

City Slate Zip Coda City Slate Zip Code 

Phylic:al L.ocat!Ol'I (if cliff""'"' from maUlr1g address) PhyalCAII Laulion (if different from ma\Ung addreea) 

12/2012 



Report Item 1: attached. 

Report Item 2a: 1. First Carolina Bancshares Corporation-incorporated in South Carolina 
Orange Street, Darlington, SC 29532 

100% 

Carolina Bank & Trust Company-incorporated in South Carolina 
Main Street, Lamar, SC 29069 

2. LEl-549300U2ACJ0QKSFKY 48 

Report item 2b: Submitted electronically on March 12, 2019 

Report Item 3: 1. a. Richard Lewis Beasley 

Report Item 4: 

Florence, SC USA 
b. USA 
c. 17.4 % 23923 shares 

a. Henry Wesley Beasley • 
Florence, SC USA 

b. USA 
c. 13.0 % 17836 shares 

a. R.W. DeMaurice Ill 
Darlington, SC USA 

b. USA 
c. 5.4 % 7452 shares 

2. a. David Muldrow Beasley 
Society Hill, SC USA 

b. USA 
c. 17.6 % 24165 shares 

1. Richard Lewis Beasley 
Florence, SC USA 

2. President - Carolina Bank and Trust Company 

3. a. President/Director/ Chairman 
First Carolina Bancshares Corporation 

b. President/Director/ Chairman 
Carolina Bank and Trust Company 

c. Darlington Properties, LTD - partner 
500 Carolinians - President 
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1. 

2. 

3. 

I 
l 4. 

a. 17.4% 

b. none 

C. 30 % Darlington Properties, LTD 
300 Shares 30% 500 Carolinians 

R. W. DeMaurice, 111 
Darlington, SC USA 

Executive Vice President/Director 
Carolina Bank and Trust Company 

a. SecretaryfTreasurer 
First Carolina Bancshares Corp. 

b. Secretary - Board of Directors 
Executive Vice President 
Carolina Bank and Trust Company 

c. Darlington Properties, LTD-Partner 
500 Carolinians- Secretary 

a. 5.4 % 

b. None 

C. None 

1. Vera B. Herbert 
Florence, S.C. USA 

2. Senior Vice President/ Director 
Carolina Bank and Trust Company 

3. a. Vice President 
First Carolina Bancshares Corp. 

b. Director/officer 
Carolina Bank and Trust Company 

c. None 

4. a. 1.24% 

b. None 

c. None 



*Henry Wesley Beasley is deceased .His is stock has not been transferred out of his name and is still 
pending 



Results: A. list of branches for your holdln&: comp;r,ny: FIRST CAROLINA. BANCSHARES CORPORATION !1076525) of DARLINGTON, SC. 
The data are as of 12/3l/2015. Data reflects Information that was received and processed through 02/06/2029 

1. In the ~Ct Action column of each branch row, enter one or more of the actions specified below 

2, r1 r~uired, enter the date in the Eff«tiw 0<1te column 

OK: If the branch information is correct, entl!!r '01(' in the Data Action column. 

Chanie: If the brand, informatlon is incorrect or incomplete, revise the data, enter 'Change' in the D•ta Action column and the date wh1!!n this information first became valid in the Effecti- Dilte column 

Close: If a bnmch listed was sold or dosed, enter 'Close' in the D•ta Action column and the sale or c:losure date in the Effectiwi D•t• column_ 

Delde: rf a brand, listed was never owned by this depository institution, enter 'Deiete' in the Data Action column . 

Add : :fa report;,ble branch is missing. insert a row, add the branch data, and enter 'Add' in the Data Action column and the openini or acquisition date in the EffKtive Date column. 

If printing t his list, you may need to adjust your pa~ setup in MS Excel Try using landscape orientalion, pa~ scaling. and/or legal sized paper 

Submiuion proqdure 

When you are finished, send a s.ived copy to your FRB contact, See the detailed instructions on this site for more information . 

If you are ~mailing this to your FRB contact, put your institution name, city and state in the subject line of the e-mail , 

Note: 

To s.atisfy the FR Y-10 reporting ~uirements, you must also submit FR Y-10 Domestic Branch Schedules for ei,ch branch with a Dflta Action of Change. Clos~, Delett, or Add. 

The FR Y-10 report may be submitted in a hardcopy format or via the FR Y·lO Online application - https://ylOonline.federalreserve.iOV 

• FDIC UNINUM, Office Number, and 1D_RSSD columns are for referenot onlv Verification of these values is not required. 

0-Nlion ~Iva llil'ltf Bnlil'ICh S.rw'lt ""Jln)• Br.mch ID RSSD• PapiJlarNltmi! _,.._, -- ..... 
Dk IF"ui1senir~rl"leid0ffl~ •~s,20 CAIUXJN.A ~NX & Tllt.J5T COPi,,11'M't 1UMAtrrmrer IAM/UI SC 

•• IF-iAUsenrr~ 1014:228 MAI~ STlllHT euNOi !::ll EAST MAiN ST B,E;1:N~lll ,c .. l~ull Service 1934214 CtlE'fl..!..'W 81':ANCH .nt1 Cl-l~FlUD RO~~ CHERAW SC 

ol Full Se.Nice 4£3025 Ctt!ST'EltF!ELDBRA:,,Cei4 166 OLD~ fOWNE CE~ CttESTEltFlEtD 5C 

•• f ull Service '"""' !Ol !X?RCS!JtANi-PANOt .lm"WRE:SS"U.H!. DARLINGTON ,c 
ok kiil kvicz I E7G'1Z2 bAIUINGTON MAJN MA.NCH 1D,!:CflASct!-ST Do\RilNGTON 5C 
o> Full Service I 3286766 R Oi:t.!:NC!:~Cl:1 l0:;17 W PAI.MfTTO ST flOAENCE SC 

Dk J:1,dlSe.-rvloe I l DSnl l.lt!IT S!KEETBRANCH lSll SOLIJ)t: .<Rt\!'" Sfll.ffl = SC 
Ol Full Service 967327 olJt,~!Y MAN01 Ei01EA:s'TA$H8'f'Ri> FloRE>tt SC 

o k full Servicz 539621 HARTSVILLE ~Afl:Qi 10C1NOfm1RFJl1ST ARTSVILlE SC 
ot Full Service 2124656 • vn rJN HAIOSV(U!-SlANtri 5lS..SCtJTli GFirl Si"Ri-0 HARTSVlill SC 
ok Full Servlce 31912.J MtJWK!. MAIN B~Nl!'.:M :t 1E! \'I/I.STMC1tm1trs-r t,UUINS SC 
ol I Fufi ~~foe 3121586 SEA MOUNT.C.l'N !-DGNWAV l!IAAN0-1 lOo=l !lA ful t)t.ll'ffi\1N tltmiWA'f' tiOiiTHM.YllTL! BtACH. SC .. I ull Sef\olct- 4l"ll11 !SO;IETYHIU."B 121 SCLmf MAIN ST SCX:tz:1 HIU. SC 
Iii-OD l #H201:H ruli.5erw O! ;:L(lg.ENCE CJONNTI71,W, l&S WUT"fNAt.S STilrtT n..tMENC!. '"' 

Zip Code ,..,.., 
29512 _,. 
'9l'OO 

= m~ 
29501 

= 
"'""' 29S50 

29550 ,..,. 
29582 
~9!:i'H 

Coun<, 

DAIW~GTOM 
MARLBORO 

MSTEAf1£U) 

OL"STEi..FlE~ 
DM.llr.tO'TON 
oAAtJSGtON 
Fl,ORfNCE 

(~1,.CB:tNCt 
A.Ca ENCt 

DAKUkGTON" 
oARL!MmON 
MARION 

ttDR~Y 
OA..111.J.NGTON 
0/.RUNGTOP," 

c.ru,,,,. FO>C VMINlfM• I Offiar Numb.tr- H,aedOffla: He~ Office ID RSSQ• Comments 

\INITEOSTATE5 tro-1A-u-lr'~ Ng,'l lw.iU.iqc CARQ,TNA. -BANK!. TIUJST tcMPANY """"' UMTED5TATU NO!~ltttl!!!!:I Nirtlhl's:iu.TA:::!: C,,lif!Q.INA M.'1h; & TI!lJST CC-MPAN'r 355120 

IJNlT-'EO-STATES .»ct Re,ciulrKI Nci~ i\~ulrHI C,,~OUNJ\ IJAN.K C. nusr COMPANY !IS!i:120 
UN.fTEtl STA.TES Not~ulred N'ctRe-;.u.lrt'd CA!U::I.INA UANt:. & Tii~ COMPA.N'( 35Sl20 

I.JmTED-SU,'fll Nol ~equlrH:I ~11111'.e:u.1.lr~.d U.RC'll.lW.. ll.:..l\".!l &. TRUST COMl'AN'r 3S5120 

UNfl''mSTATE.S N~Reai:I:~ Hot.kB;L.tl~ CA,llOJN.A "!A,NIC -& TRUSl C~?ANY ~120 
t.oorc.DSTATES Not-lequ1~ 1~0,1.eQ11!1.M1 O!iiO!JN~ e;.,jo,c &. T"Rll5r(0MP1'NY 3SS120I 

UNTTED'Sl'At!:"' Hot Jrqul,r.,d Not.tcquJ~ CAlOUNA. 1:iAA'.k &. TRU5i COMPA.N'f' JS312.C 
UN11=D 51At£S NetRcaui~ NCltrl~ul."'td" CAfiOUHA a.A.~K & ~Ust COMPANT 3S5120 

UN.!Tfl),S;A7E5 Ne-t'Reovfrcd t,.oiR.c-qi;f.lrr-d CAJIOL'INA. !JU« i. TRUST COMP:AHY H'120 
UtfTTmSTAtE~ No\· lteqvircd hltitR~ul:i!!d CAI.OU~ i!.&.Mk & TMUfl" COMPANY 355120 

IJN~...05lATE5 Not ~tlQm'rcd N-arl!leq1.1h.ea Q~OUN.1 SA.MC g TRUST C0M~A!'ll l :assl'IQ 
Uhllll:D Si'-TU Ni:u-Rl!ciuircid kl~t R1;s:ruf'Md CAA OU NA MNK &. n usr COMr'A.'IY 3S5120 
IJl'l':fTI.O 5TA c NetP,eaurred f,l:1-t it:l!t!L.1l111d CA.Ri;.iUNAM , u M1'A,, '5>,;,) 
UNITID'STA~ "lot~cuued. Ncn 'F.!CP.atJf1'1;1d CAROLINA nANli:. 5r. COMAAA"T 3,5,!,121) NEW- 8-1.r-NC 



FIRST CAROLINA BANCSHARES 
CORPORATION AND SUBSIDIARY 

Consolidated Financial Statements 
Years Ended December 31, 2018 and 2017 

and 
Independent Auditor's Report 



J. W Hunt and Company 
Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT 

The Board of Directors and Stockholders 
of First Carolina Bancshares Corporation 

Darlington, South Carolina 

We have audited the accompanying consolidated financial statements of First Carolina 
Bancshares Corporation and Subsidiary (the "Company"), which comprise the consolidated 
balance sheets as of December 31, 2018 and 2017, and the related consolidated statements of 
income and comprehensive income, changes in stockholders' equity, and cash flows for the 
years then ended, 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 financial statements based on our audits. 
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from 
material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated financial statements. The procedures selected depend on the 
auditor's judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the consolidated financial statements In order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the consolidated financial statements. 

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

"160/ St Julian Place• Post Office flox ?6.S • Colurnl)ia, SC 29202-0265 • 803-75-1-8196 • 866-299-8196 • Fax: 803-256-l'i:;>4 



Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the flnanclal position of First Carolina Bancshares Corporation and Subsidiary 
as of December 31, 2018 and 2017, and the results of their operations and their cash flows for 
the years then ended in accordance with accounting principles generally accepted in the United 
States of America. 

August 8, 2019 
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FIRST CAROLINA BANCSHARES CORPORATION AND SUBSIDIARY 

CONSOLIDATED BALANCE SHEETS, DECEMBER 31, 2018 AND 2017 

ASSITS 

2..0..lli .2Q.lZ 

Cash and due from banks $ 37,131,337 $ 41,326,575 
Federal funds sold and securities 

purchased under agreements to resell 45,567,909 46,912,917 
Tot.al cash and cash equivalents 82,699,246 88,239,492 

Securities held-to-maturity, at amortized cost 
(fair value of $2,279,038 for 2018 and $2,360,811 for 2017) 2,279,038 2,360,811 

Securities avallable-for-sale, at fair value 32,543,963 36,164,963 
Other investments 8,685,167 8,5101444 
Loans, net 330,328,661 316,660,166 
Premises and equipment, net 8,569,720 5,867,246 
Real estate owned other than bank premises 331,502 776,100 
Bank owned life insurance 5,624,630 8,169,897 
Other assets 4,060,811 3,8931904 

Total assets $ 475,122,738 $ 470,643,023 

LIABILITIES AND STOCKHOLDERS' EOUITY 

Liabilities: 
Deposits: 

Noninterest bearing $ 137 I 707,837 $ 139,832,631 
Interest-bearing 274[546,006 272,040,723 

Total deposits 412,253,843 411,873,354 

Other llabilities 4,241,715 5,296,755 

Total liabilities 416A9s,sss 417,170,109 

Stockholders' equity: 
Capital stock - common $5 par value - authorized 500,000 

shares, issued and outstanding 136,872 and 137,152 
shares at December 31, 2018 and 2017 respectively 684,360 685,760 

Retained earnings 58,182,141 52,964,426 
Accumulated other comprehensive income (239,321) ~1771272} 

Total stockholders' equity 58,627,180 53,472,914 

Total liabilities and stockholders' equity $ 475,122,738 $ 470,643,023 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANaAL STATEMENTS 
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FIRST CAROLINA BANCSHARES CORPORATION AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME 
YEARS ENDED DECEMBER 31, 2018 AND 2017 

2!11§ 2017 
INTEREST INCOME: 

Loans, including fees $ 16,282,521 $ 15,209,942 
Investment securities: 

Taxable 509,518 495,754 
Tax exempt 376,582 226,119 

Other 847,826 508,071 
Total interest income 18,016,447 16,439,886 

INTEREST EXPENSE: 
Deposits 1,476,426 897,096 

Net interest income 16,540,021 15,542,790 

Provision for loan losses 1,075,000 400,000 

Net interest income after provision for loan losses 15,465,021 15,142,790 

NON-INTEREST INCOME: 
Service charges on deposit accounts 1,460,312 1,430,811 
ATM fees 985,937 973,855 
Other fees and commissions 1,259,135 1,618,339 
Other 1,359,735 497,288 

Total non-interest income 5,065,119 4,520,293 

NON-INTEREST EXPENSE: 
Salaries and employee benefits 6,868,116 7,284,193 
Occupancy expense 3,273,056 2,030,368 
FDIC insurance expense 134,327 151,343 
Banker's club/ ATM expense 408,906 411,334 
Other real estate expense 364,146 492,358 
Telephone 243,684 246,317 
Professional fees 222,141 182,608 
Dues and subscriptions 141,318 130,478 
Accrued expenses 538,000 391,000 
Other 1,328,117 1,449,361 

Total non-interest expense 1315211811 12,769,360 

Income before income taxes 7,008,329 6,893,723 

Income taxes 1,293J80 3,727,939 

Net income i 5?141549 i 3,165,784 
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FIRST CAROLINA BANCSHARES CORPORATION AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME 

2Qlli 

Other comprehensive loss: 
Net unrealized loss arising during period on available 

for sale securities $ (78,543) 
Tax effect 16,494 

Total other comprehensive loss (62,049) 

Comprehensive income $ 5,652,500 

Basic earnings per common share: 
Weighted average shares out5tanding 136,884 

Net income per weighted average number of shares outstanding $ 41.75 

$ (87,473) 
29,741 

(57,732) 

$ 3,108,052 

137,168 

i 23.08 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANGAL STATEMENTS 
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FIRST CAROLINA BANCSHARES CORPORATION ANO SUBSIDIARY 

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY 
YEARS ENDED DECEMBER 31, 2018 AND 2017 

ACCUMULATED 
COMMON STOCK ADDITIONAL OTHER 

NUMBER PAID-IN RETAINED COMPREHENSIVE 

OFSHABES AMQUNJ CAPITAL EARNINGS INCOME CLOSS) 

137,227 $ 686,135 $ $ 50,214,823 $ (119,540) 

3,16S,7e4 (57,732) 

(411,681) 

(75) (375) (41500) 

137,152 685,760 52,964,426 (177,272) 

5,714,5'19 (62,049) 

(<180,034) 

(280) (1,400) (16,800) 

136,872 1 6841360 1 i 58,1821141 1 (239,321) 

Tl-IE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF TH~ RNANGAL STATEMENTS 
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TOTAL 
STOCKHOLDERS' 

EOUITY 

$ 50,781,418 

3,108,052 

(411,681) 

(4,875} 

53,472,914 

5,652,500 

(480,034) 

(18,200) 

1 58,627,180 



FIRST CAROLINA BANCSHARES CORPORATION AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31, 2018 AND 2017 

Cash flows from operating activities: 

Net income 
Adjustments to reconcile net income to net 

cash provided by operating activities: 
Depreciation and amortization 

Loss on sale of other real estate owned 

Amortization (accretion) of investment securities 

Provision for loan losses 

Provision for deferred taxes 

Change in cash surrender value of fife insurance 

Change in other assets and liabillties: 

Interest receivable 

Other assets 

Interest payable 

Other liabilities 

Net cash provided by operating activities 

Cash flows from investing activities: 

Purchases of securities available for sale 

Proceeds from maturities and calls of securities available for sale 

Purchases of securities held to maturity 
Proceeds from maturities and calls of securities held to maturity 

Purchases of premises and equipment 

Proceeds from sale of premises and equipment 
Proceeds from sales of other real estate owned 

Net increase in customer loans 

Net cash used by investing activities 

7 

$ 5,714,549 $ 

1,935,645 

7,224 

72,864 

1,075,000 

(77,315) 

2,545,267 

(42,599) 

(205,780) 

144,732 

(1,185,715) 
9,983,872 

(10,079,142) 

13,535,235 

81,774 

(4, 305,054) 

45,000 

59,309 

(14,743,495) 

(15,406,373) 

3,165,784 

852,572 

(35.,742) 

400,000 

2,511,879 

(183,304) 

(99,271) 

(5,098,145) 

(4,506) 

298,492 

1,807,759 

(1,585,100) 

2,388,988 

(1,650,000) 

732,553 

(1,377,508) 

15,083 

3,095,166 

(201406,124) 

(18,786,942) 
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2.0..lll lliZ 

Cash flows from financing activities: 

Net increase in demand, time, savings 

and certificates of deposit $ 380,489 $ 15,164,330 

Cash dividends paid (480,034) (411,681) 

Repurchase of common stock {18,200) (41875) 

Net cash provided (used) by financing activities (117,745) 14,747,774 

Net decrease in cash and cash equivalents (5,540,246) (2,231,409) 

Cash and cash equivalents at beginning of year 88,239,492 90,470,901 

Cash and cash equivalents at end of year $ 82,699,246 $ 88,239,492 

Supplemental disclosures: 

Cash flow information: 

Cash paid during the year for: 
Interest $ 1,331,696 $ 901,602 

Income taxes $ 1,990,000 $ 1,161,970 

Non-cash investing activities: 
Real estate acquired in full or partial settlement of loans ! 1 396,533 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCTAL STATEMENTS 

8 



FIRST CAROLINA BANCSHARES CORPORATION AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, 
YEARS ENDED DECEMBER 31, 2018 AND 2017 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES: 

First Carolina Bancshares Corporation (the "Company''), a bank holding company and its wholly­
owned subsidiary, Carolina Bank and Trust (the "Bank") , are engaged in providing domestic 
commercial banking services from their offices principally in Darlington, Chesterfield, Florence, 
and Marlboro Counties of South Carolina. Toe Company is a South Carolina corporation and the 
Bank is a state chartered commercial bank with its deposits Insured by the Federal Deposit 
Insurance Corporation (the "FDIC"). Therefore, the Company and the Bank operate under the 
supervision, rules and regulations of the Board of Governors of the Federal Reserve System (the 
"Federal Reserve"), FDIC and South Carolina State Board of Financial Institutions. The 
Company was incorporated on March 1, 1984 and the Bank was organized and received Its 
charter on January 23, 1936. 

Date of Management's Review: 

Subsequent events were evaluated through August 8, 2019, which is the date the financial 
statements were available to be issued. 

Principles of Consolidation and Basis of Presentation: 

The consolidated financial statements include the accounts of the Company and the Bank. All 
significant intercompany accounts have been eliminated in consolidation. The accounting and 
reporting policies of the Company and the Bank are in conformity with generally accepted 
accounting principles and general practices within the banking industry. In certain instances, 
amounts have been reclassified to conform to the current presentation. Such reclassifications 
had no effect on prevfously reported stockholders' equity or net income. 

Accounting Estimates: 

Toe preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the balance sheet and the reported amounts of income and expenses during the reporting 
period. Actual results could differ from those estimates. 

Material estimates that are particularly susceptible to significant change in the near term relate 
to the determination of the allowance for loan losses and deferred tax assets related thereto. 

Significant Group Concentrations of Credit Risk: 

The Bank's activities are with customers located primarily in South Carolina. Investments in 
municipal entities and local government securities involve governmental entities within the State 
of South Carolina. Toe Bank grants agribusiness, commercial, and residential loans to customers 
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within the state. Although the Bank has a diversified loan portfolio and the loans are primarily 
collaterallzed by real estate, a substantial portion of its debtors' ability to honor their contracts Is 
dependent upon local real estate and general economic conditions in the local and surrounding 
areas. Toe Bank's investment portfolio is further described in Note 3 and its loan portfolio is 
further described in Note 5. The Bank does not have any significant concentrations to any one 
industry or customer. 

Cash and Cash Equivalents: 

For the purposes of reporting cash flows, cash and cash equivalents include cash on hand, cash 
items in process of collection, and amounts due from banks and Federal funds sold all of which 
mature in 90 days or less. Due from bank balances are maintained in other financial 
institutions. 

Securities: 

Equity securities that have readily determinable fair values and all debts securities are classified 
generally at the time of purchase into one of three categories: held-to-maturity, trading or 
available-for-sale. Debt securities which the Company has the positive Intent and ability to hold 
to ultimate maturity are classified as held-to-maturity and accounted for at amortized cost. Debt 
and equity securities that are bought and held primarily for sale in the near term are classified 
as trading and are accounted for on an estimated fair value basis, with unrealized gains and 
losses Included in other income. However, the Company has never held any securities for 
trading purposes. Securities not classified as either held-to-maturity or trading are classified as 
available-for-sale and are accounted for at estimated fair value. Unrealized holding gains and 
losses on available-for-sale securities are excluded from net Income and recorded as other 
comprehensive income, net of applicable income tax effects. Dividend and interest income, 
including amortization of any premium or accretion of discount arising at acquisition, are 
included in earnings for all three categories of securities. Realized gains and losses on all 
categories of securities are Included in other operating income, based on the amortized cost of 
the specific security on a trade date basis. 

Loans and Interest Income: 

Toe recorded investment in a loan Is generally carried at its principal amount outstanding, 
increased or reduced by deferred net loan cost or fees. Interest income on loans is recognized 
using the interest method based upon the principal amounts outstanding. Loan origination and 
commitment fees and certain direct loan origination costs (principally salaries and employee 
benefits) are deferred and amortized as an adjustment of the related loan's yield. Generally, 
these amounts are amortized over the contractual life of the related loans or commitments. 
Past due status is determined according to the loan's contractual terms. A scheduled payment is 
considered to have been made only If all amounts due, Including principal and interest, have 
been received. Any payments received in amounts exceeding the contractual amount due do not 
extend the next due date. Instead, any such payments are treated as curtailments and 
deducted from the last scheduled payment(s). 

A loan is considered to be impaired when, in management's judgment based on current 
information and events, it is probable that the obligation's principal or interest will not be 

10 
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collectible in accordance with the terms of the original loan agreement. Impaired loans include 
nonaccrual loans and loans past due according to their contractual terms 90 days or more with 
respect to interest or principal payments and other loans where, based on current information 
and events, it is probable that we will be unable to collect principal and interest payments 
according to the contractual terms of the loan agreements. A loan is not considered to be 
impaired, however, if any periods of delay or shortfalls of amounts expected to be collected are 
insignificant or if we expect that we will collect all amounts due including accrued interest at the 
contractual interest rate during the period of delay. Impaired loans that individually have been 
evaluated under our normal loan review process are carried in the balance sheet at the lowest 
of (1) the present value of expected future cash flows discounted at the loan's effective interest 
rate, which Is the contractual Interest rate adjusted for any deferred loan fees or costs, premium 
or discount existing at the inception or acquisition of the loan, (2) a value not to exceed its 
observable market price or the fair value of the collateral lf repayment of the loan is expected to 
be provided solely by the underlying collateral, or (3) its recorded amount. Generally, the 
accrual of interest is discontinued on nonaccrual loans and any previously accrued interest on 
such loans is reversed against current income. Any subsequent interest income is recognized on 
a cash basis when received unless collectability of a significant amount of principal is in serious 
doubt. In such cases, collections are credited first to the remaining principal balance on a cost 
recovery basis. A nonaccrual loan is not returned to accrual status unless principal and interest 
are current and the borrower has demonstrated the ability to continue making payments as 
agreed. 

Allowance for Loan Losses: 

An allowance for possible loan losses is maintained at a level deemed appropriate by 
management to provide adequately for known and inherent risks in the loan portfolio. When 
management determines that a loan will not perform substantially as agreed, a review of the 
loan is initiated to ascertain whether it is more likely than not that a loss has occurred. If it is 
determined that a loss is probable, the estimated amount of the loss is charged off and 
deducted from the allowance. The provision for possible loan losses and recoveries on loans 
previously charged off are added to the allowance. Determining the amount and adequacy of 
the allowance for loan losses involves estimating uncertain future events and their effects based 
on judgments applied to currently known facts and circumstances. Changes in the estimated 
allowance for loan losses necessitated as new events occur or more information Is obtained are 
accounted for as changes In accounting estimates in the accounting period in which the change 
occurs. 

Toe allowance for loan losses is composed of specific, general and unallocated amounts. 
Specific amounts are determined when necessary on Individual loans based on management's 
evaluation of the Bank's credit loss exposure considering the current payment status, underlying 
collateral and other known information about the borrower's circumstances. Typically, these 
loans are considered impaired or have been assigned internal risk grades of management 
attention, special mention, substandard or doubtful. General amounts are provided for all other 
loans, excluding those of which specific amounts were determined, by applying estimated loss 
percentages to the portfolio categorized by risk grades. These percentages are based on 
management's current evaluation with consideration given to historical loss experience. Toe 
unallocated portion of the allowance consists of an amount deemed appropriate to provide for 
the elements of imprecision and estimation risk inherent in the specific and general amounts 
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and is determined based on management's evaluation of various conditions that are not directly 
measured by the other components of the allowance. 

This evaluation includes general national and local economic and business conditions affecting 
key lending market areas, credit quality trends, collateral values, loan volumes, portfolio 
seasoning, and any identified credit concentrations. The findings of internal credit reviews and 
results from external audits and regulatory examinations are also considered. 

The Bank utilizes its risk grading system for all Joans held in the portfolio. This system involves 
the Bank's lending officers assigning a risk grade, on a loan-by-loan basis, considering 
information about the borrower's capacity to repay, collateral, payment history, and other 
known factors. Risk grades assigned are updated periodically for any known changes in 
circumstances affecting the borrower or the loan. The risk grading system is monitored on a 
continuous basis by management and is upgraded for any known changes in circumstances 
affecting the borrower or the loan. 

Restructured Loans: 

Under accounting principles generally accepted in the United States of America, the Company is 
required to account for certain loan modifications or restructurings as a "troubled debt 
restructuring" (TOR). In general, the modification or restructuring of a debt constitutes a TOR if 
the Company for economic or legal reasons related to the borrower's financial difficulties grants 
a concession to the borrowers that the Company would not otherwise consider. Debt 
restructuring or loan modifications for a borrower does not necessarily constitute a TDR, and a 
TDR does not necessarily result in nonaccrual loans. 

Credit Related Financial Instruments: 

In the ordinary course of business, the Bank has entered into commitments to extend credit 
including commitments under standby letters of credit. Such financial instruments are recorded 
when they are funded. 

Premises and Equipment: 

Premises, furniture and equipment are stated at cost, less accumulated depreciation. The 
provision for depreciation is computed by the declining balance accelerated and the straight-line 
methods, based on the estimated useful lives for furniture and equipment of 5 to 7 years and 
buildings of 39 years. The cost of assets sold or otherwise disposed of and the related allowance 
for depreciation are eliminated from the accounts and the resulting gains or losses are reflected 
in the income statement when incurred. Maintenance and repairs are charged to current 
expense. The costs of major renewals and improvements are capitalized. 

Other Real Estate Owned {OREO): 

Real estate acquired in satisfaction of a loan and in-substance foreclosures are reported as other 
real estate owned. In-substance foreclosures are properties in which the borrower has little or 
no equity in the collateral. Property acquired by foreclosure or deed in lieu of foreclosure and in­
substance foreclosure are transferred to OREO and recorded at the lower of outstanding loan 
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balance or the estimated market value at the time of acquisition. Market value Is determined on 
the basis of the property being disposed of In the normal course of business and not on a 
liquidation basis. Losses arising from the acquisition of such properties are charged against the 
allowance for loan losses. Revenue and expenses from the operation of other real estate and 
changes in valuation allowance are Included in current operations. 

Bank-Owned Life Insurance: 

In accordance with applicable accounting standards, the Company presents the gross amounts 
of the liability to provide postretirement benefits and the cash surrender value of an 
endorsement split-dollar life insurance arrangement held to fund the benefit. 

Advertising Costs: 

The cost of advertising is expensed as incurred. 

Income Taxes: 

Income taxes are provided for the tax effects of the transactions reported in the financial 
statements and consist of taxes currently due plus deferred taxes related primarily to 
differences between the book and tax basis of the allowance for loan losses, accumulated 
depreciation and deferred compensation. Deferred tax assets and liabllities represent the future 
tax return consequences of those differences, which will either be taxable or deductible when 
the assets and liabilities are recovered or settled. 

Deferred tax assets and liabilities are reported at income tax rates applicable to the period in 
which the deferred tax assets or liabilities are expected to be realized or settled. As changes In 
tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through the 
provision for Income taxes. 

The Company recognizes interest and penalties as a component of income tax expense. 

Basic Earnings per Common Share: 

Basic earnings per common share represents income available to common stockholders divided 
by the weighted average number of shares outstanding. The Company does not have any 
dilutive instruments and therefore only basic earnings per share is presented. 

Comprehensive Income: 

Reporting standards related to comprehensive income generally require that recognized 
revenue, expenses, gains and losses be included in net income. Although certain changes in 
assets and liabilities, such as unrealized gains and losses on securities available-for-sale, are 
reported as a separate component of the equity section of the balance sheet, such items, along 
with net income, are components of comprehensive income. 

13 
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New Accounting Policies: 

In May 2014, the FASB issued guidance to change the recognition of revenue from contracts 
with customers. Toe core principle of the new guidance is that an entity should recognize 
revenue to reflect the transfer of goods and services to customers in an amount equal to the 
consideration the entity receives or expects to receive. The guidance will be effective for the 
Company for annual periods beginning after December 15, 2018, and interim periods within 
annual reporting periods beginning after December 15, 2019. The Company will apply the 
guidance using a modified retrospective approach. The Company's revenue is comprised of net 
interest income and noninterest income. The scope of the guidance explicitly excludes net 
interest income as well as many other revenues for financial assets and liabilities including 
loans, leases, securities, and derivatives. Accordingly, the majority of our revenues will not be 
affected. Our accounting policies will not change materially since the principles of revenue 
recognition from the ASU are largely consistent with existing guidance and current practices 
applied by our businesses. The Company has not Identified material changes to the timing or 
amount of revenue recognition. Based on the updated guidance, the Company does anticipate 
changes in our disclosures associated with our revenues. The Company will provide qualitative 
disclosures of our performance obligations related to our revenue recognition and will continue 
to evaluate disaggregation for significant categories of revenue in the scope of the guidance. 

In January 2016, the FASS amended the Financial Instruments topic of the Accounting 
Standards Codification to address certain aspects of recognition, measurement, presentation, 
and disclosure of financial instruments. The amendments will be effective for fiscal years 
beginning after December 15, 2018, and Interim periods within fiscal years beginning after 
December 15, 2019. Toe Company will apply the guidance by means of a cumulative-effect 
adjustment to the balance sheet as of the beginning of the fiscal year of adoption. Toe 
amendments related to equity securities without readily determinable fair values will be applied 
prospectively to equity investments that exist as of the date of adoption of the amendments. 
The Company does not expect these amendments to have a material effect on its financial 
statements. 

In February 2016, the FASB amended the Leases topic of the Accounting Standards Codification 
to revise certain aspects of recognition, measurement, presentation, and disclosure of leasing 
transactions. The amendments will be effective for fiscal years beginning after December 15, 
2019, and interim periods within fiscal years beginning after December 15, 2020. Early adoption 
is permitted. The Company expects to adopt the guidance using the modified retrospective 
method and practical expedients for transition. The practical expedients allow us to largely 
account for our existing leases consistent with current guidance except for the incremental 
balance sheet recognition for lessees. The Company has started an Initial evaluation of our 
leasing contracts and activities. The Company has also started developing our methodology to 
estimate the right-of use assets and lease liabilities, which ls based on the present value of 
lease payments. The Company does not expect a material change to the timing of expense 
recognition, but is early In the implementatlon process and will continue to evaluate the impact. 
The Company is evaluating our existing disclosures and may need to provide additional 
information as a result of adoption of the ASU . 

In June 2016, the FASB issued guidance to change the accounting for credit losses and modify 
the impairment model for certain debt securities. The amendments will be effective for the 
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Company for annual perlods beginning after December 15, 2021. Early adoption is permitted for 
all organizations for periods beginning after December 15, 2018. The Company will apply the 
amendments to the ASU through a cumulative-effect adjustment to retained earnings as of the 
beginning of the year of adoption. While early adoption is permitted beginning in first quarter 
2019, the Company does not expect to elect that option. Toe Company is evaluating the Impact 
of the ASU on our consolidated financial statements. Toe Company expects the ASU will have no 
material impact on the recorded allowance for loan losses given the change to estlmated losses 
over the contractual life of the loans adjusted for expected prepayments. In addition to our 
allowance for loan losses, the Company will also record an allowance for credit losses on debt 
securities instead of applying the impairment model currently utilized. The amount of the 
adjustments will be impacted by each portfolio's composition and credit quality at the adoption 
date as well as economic conditions and forecasts at that time. 

In November 2018, the FASB issued guidance to amend the Financial Instruments - Credit 
Losses topic of the Accounting Standards Codification. The guidance aligns the implementation 
date of the topic for annual financial statements of nonpublic companies with the 
implementation date for their interim financial statements. The guidance also clarifies that 
receivables arising from operating leases are not within the scope of the topic, but rather, 
should be accounted for in accordance with the leases topic. Toe amendments will be effective 
for the Company for fiscal years beginning after December 15, 2021, including Interim periods 
within those fiscal years. Early adoption is permitted for all organizations for periods beginning 
after December 15, 2018. The Company is currently in the process of evaluating the impact of 
adoption of this guidance on the financial statements. 

No other accounting standards that have been issued or proposed by the FASB or other 
standards setting bodies are expected to have a material Impact on the Company's financial 
position, results of operations, and cash flows. 

Other: 

Certain amounts in the prior year consolidated financial statements have been reclassified to 
conform to the current year presentation and disclosure requirements. Such reclassifications 
had no effect previously reported stockholders' equity or on net income. 

NOTE 2 - RESTRICTIONS ON CASH AND DUE FROM BANKS: 

The Bank is required by regulation to maintain an average cash reserve balance. The average 
daily reserve balance requirement at December 31, 2018 and 2017 was approximately 
$6,045,000 and $7,056,000 respectively. 
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NOTE 3 - INVESTMENT SECURmES: 

Toe aggregate amortized cost and fair values of securities, as well as gross unrealized gains and 
losses of securities were as follows: 

Dei;;i;:rnbec 31. 201!3 
Gross Gross 

Amortized Unrealized Unrealized Fair 
~ ~ ~ ~ 

Available-for-sale 
Government sponsored enterprises (GSEs) $24,375,000 $ 32,200 $ (26'1 ,587) $24,142,613 
Mortgage backed securities issued by GSEs 1,212,384 4,597 (4,437) 1,212,544 
State, county and municipal 5,230,000 27,955 (57,549) 51200,406 
U.S. Treasury Notes 2,000,000 (11,600} 1,988,400 

Total $ 321817,384 $ 64,752 $ (338,173} $32,543,963 

Held-to-maturity 
State, county and municipal $ 2,279,038 $ - $ $ 2,279,038 

Dei;;embe[ Jl, ~012 
Gross Gross 

Amortized Unrealized Unrealized Fair 
~ Gains ~ Y.M 

Available-for-sale 
Government sponsored enterprises (GSEs) $24,375,000 $ 1,100 $ (303,400) $24,072,700 
Mortgage backed securities issued by GSEs 409,778 12,317 422,095 
State, county and municipal 6,505,000 206,850 (5,882) 6,705,968 
U.S. Treasury Notes 510001000 (35,800) 4,964,200 

Total $ 36,2891778 $ 220,267 $ (345,082) $36,164,963 

Held-to-maturity 
State, county and munlcipal i 21360,811 ! - 1 - $ 2,360[811 
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The following is a summary of contractual maturities of securities held-to-maturity and 
available-for sale as of December 31, 2018 and 2017: 

Amounts maturing in: 

One year or less 

After one year through 

five years 

After five years through 

ten years 

Over ten years 

Mortgage backed securities 

issued by GSEs 

Total 

Amounts maturing in: 

One year or less 

After one year through 

five years 

After five years through 

ten years 
Over ten years 

Mortgage backed securities 
issued by GSEs 

Total 

December 31. 201s 
SECURITIES 

HELD-TO-MATURITY 

AMORTIZED 

.CQ.SI 

$ 

50,715 

2,228,323 

$2,279,038 

$ 

FAIR 

~ 

50,715 

2,228,323 

$ 2,279,038 

SECURITIES 
AVALIABLE-FOR·SALE 

AMORTIZED 

CQSI 

$11,175,000 

17,875,000 

2,555,000 

1,212,38<1 

$32,817,384 

FAIR 

~ 

$11,107,653 

17,722,618 

2,501,148 

1,212,544 

$32,543,963 

December 31, 2017 
SECURITIES 

HELD-JO-MATURITY 
AMORTIZED FAIR 

OOSI 1'.A.L.Uf 

$ $ 

62,485 62,485 

2,298,326 2,298,326 

$2,360,811 $ 2,360,811 

SECURITIES 
AYALIABLE-FOR-SALE 

AMORTIZED FAIR 

msr YA!J.!f 

$ 10,370,000 $10,314,106 

22,050,271 21,859,039 

2,830,000 2,912,085 
630,000 657,909 

409 507 421 824 

$ 36,289,778 $36,164,963 

Expected maturities will differ from contractual maturities because issuers may have the right to 
call or prepay with or without call or prepayment penalties. 
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The fair value and gross unrealized losses of all the Company's investment securities whose 
estimated fair values were less than amortized cost as of December 31, 2018 and 2017 which 
had not been determined to be other-than-temporarily impaired are presented below. Toe 
securities have been aggregated by investment category and the length of time that individual 
securities have been in a continuous unrealized loss position. 

~~im:r;u Z.QHl 

,Q□liOl.!QIJ:iil! lo Uor1;:aliZ!:d LQ:i:i PQ:iit!Qo [Qr i;J P1:r!Qg Qf 
Less than 12 Months 12 Months or rrore Total 

Unrealized Unrealized Unrealized 

~mitl!::i 6:i:'.i!ili!bl!:-[Qr-sa~ Ealr~al~ J.Qss Fai[ Va!IJ!:: J.Qs.s Eair Vi!ll.!!: ~ 

Government sponsored 

enterprises (GSEs) $ 1,373,213 $ 1,788 $13,737,200 $262,800 $ 15,110,413 $ 264,588 

Mortgage-backed securities 

Issued by GSEs 1,003,974 4,437 1,003,974 4,437 

State, county and 

111.mldpal securities 1,338,073 16,927 1,884,379 40,621 1,730,677 57,548 

U.S. Treasury Notes 1,988,400 11,600 1,988,400 11,600 

Total $ 3,715,260 $ 23,152 $17,609,979 $315,021 $19,833,464 $ 338,173 

l&~OJX:c ;u, Z.QlZ 

,Q□tl□ !.!Q!.!:i~ iO U□ t!:ill~!::Q LQ:iS eQ:iitl2D (Qt a ~[IQQ Qf 
Less than 12 Months 12 Months or rrore Total 

Unrealized Unrealized Unrealized 
S!:~U[itie:i AI'.iJl!gbl!;:-[Qt-sa~ FsijrVi;!IY!: J.Qs.s Eaic ValU!: ~ EalcVaJui: J.Qss 

Governrrent sponsored 

enterprises (GSEs) $ 998,500 $ 1,500 $21,968,100 $301,900 $22,966,600 $ 303,400 

Mortgage-backed securities 

Issued by GSEs 

State, county and 

rnmlcipal securities 188,442 1,558 4,324 188,442 5,882 

U.S. Treasury Notes 4,964,200 35,800 4,964,200 35,800 

Total 1 1,186,942 1 31osa !26, 932,300 p42,024 i 2a11191242 f 345,082 

The Company does not consider these investments to be other-than-temporarily impaired 
because the unrealized losses resulted primarily from the volatility of interest rates. Although 
the Company historically classifies a majority of its investment securities as available-for-sale, 
management has not determined that any specific securities will be disposed of prior to 
maturity. In addition, there have been no significant adverse changes in the credit ratings of 
any of the security issuers that would indicate the Company will be unable to collect all principal 
and interest amounts according to contractual terms. 

There were no sales of securities during both 2018 and 2017. 
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At December 31, 2018 and 2017, securities with an amortized cost of $21,594,119 and 
$29,790,497, respectively, and a fair value of $21,342,376 and $29,385,180, respectively, were 
pledged as collateral to secure public deposits. 

NOTE 4 - OTHER INVESTMENTS: 

The Company is a member of the Federal Home Loan Bank of Atlanta ("FHLB") and, 
accordingly, is required to own restricted stock in that institution in amounts that may vary from 
time to time. Because of the restrictions imposed, the stock may not be sold to other parties, 
but is redeemable by the FHLB at the same price as that which it was acquired by the Company. 
This security is evaluated for Impairment based on the probability of ultimate recoverability of 
the par value of the investment. No impairment has been recognized based on this evaluation. 

NOTE 5 - LOANS AND ALLOWANCE FOR LOAN LOSSES: 

The following summary reflects the classification of loans at December 31: 

20.1a 2QlZ 

Rea I estate - constructbn $ 30,986,592 $ 24,618,489 
Real estate - mortgage 247,202,289 249,235,182 
Agricultural 5,636,939 5,043,836 
Commercial 41,744,417 33,472,303 
Consumer 7,377,385 6,591,378 
An other bans 1,917,104 2,032,079 

Total 334,864,726 320,993,267 

Albwance for ban losses (4,536,065) (4,333,101) 

Balance $ 330,328,661 $ 316,660,166 

Installment loans to Individuals include overdrafts of demand deposits which have been 
reclassified to loans in the amount of $137,205 and $93,343 for 2018 and 2017, respectively. 
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A summary of transactions in the allowance for loan losses is detailed below: 

ZQl8 .2QlZ 

Balance at beginning of year $ 4,333,101 $ 4, 149,082 
Provsion charged to income 1,075,000 400,000 
Loans charged off (918,900) (270,810) 
Recoveries 46,864 54,829 

Balance at end of year $ 4,536,065 i 4,333,101 

The following table provides information about the payment status of loans: 

oais ~st due Total Total 

~ 60-89 ~ ~ Q!ufil!1 ~ 

Ali Qf 12!:!::!:niJtr 31, 2018 
Real estate - construction $ 147,250 $ - $ 3,389,800 $3,537,050 $ 27,449,542 $ 30,986,592 
Real estate • rrortg1lge 943, 102 516,663 4,080 1,463,845 245,738,444 247,202,289 
Agricultural 5,636,939 5,636,939 
Corrrrercial 176,584 29,402 205,986 41,538,431 41,741,417 
Consurrer 121,804 28,013 33,717 183,534 7,193,851 7,377,385 
All other loans 1 917 104 1 917 104 

Total $1,388,740 $ 544,676 $ 3,456,999 $ 5,390,415 $329,474,311 $334,864,726 

~:i Qf Ql:!J:rrber J l, 2QlZ 
Real estate - construction $ - $ - $ - $ - $ 24,618,489 $ 24,618,489 
Real estate - rrortgage 1,149,957 176,267 572,616 1,898,840 247,336,342 249,235,182 
Agricultural 5,043,836 5,043,836 
Corrrrercial 105,043 1,477,870 1,582,913 31,889,390 33,472,303 
Consurrer 86,771 21,002 28,052 135,825 6,455,553 6,591,378 
All other loans 2 032 079 2 032 079 

Total $1,34 1,771 $1,675,139 $ 600,668 $3,617,578 pt71375,689 $ 320!9931267 

Impaired loans are generally nonaccrual loans, loans that are 90 days or more delinquent as to 
principal or interest payments, and other loans where, based on current information and events 
it is probable that the Company will be unable to collect principal and interest payments 
according to the contractual terms of the loan agreements. A loan is not considered to be 
impaired, however, if any periods of delay or shortfalls of amounts expected to be collected are 
insignificant or if the Company expects that it will collect all amounts due including interest 
accrued at the contractual interest rate during the period of delay. 
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The following is a summary of impaired loans, by class: 

For the year ended Decerrtier 31, 
At Decerrber 31, 2018 2018 

Unpaid Average Interest 
Recorded Principal Related Recorded Incorre 

I□Y!::itm:□t ~ AIIQ~~ □i:e l□:ii::itw:at ~!:Q9D~i:~ 
With no related allowance recorded: 
Real estate loans: 

Construction $ 151,331 $ 326,400 $ $ 203,799 $ 140 
Mortgage 4,680,375 6,532,405 4,206,103 172,306 

Agricultural 
Comrerclal 313,651 316,492 159,152 19,297 
Consurrer 7,188 7,188 10,983 588 
All other loans 

With an allowance recorded: 
Real estate loans: 

Construction $ . $ . $ $ . $ 
Mortgage 1,171,067 1,206,164 58,383 2,319,618 88,636 

Agricultural 
Corm-ercial 466,855 470,213 230,344 633,737 32,852 
Consurrer 45,959 45,959 33,584 48,798 1,715 
All other loans 

Total: 
Real estate loans: 

Construction $ 151,331 $ 326,400 $ 203,799 $ 140 
Mortgage 5,851,442 7,738,569 58,383 6,525,721 260,942 

AgricUltural 
Cormerclal 780,506 786,705 230,344 792,889 52,149 
Consurrer 53,147 53,147 33,584 59,780 2,303 
A II other loans 

Total 1 6,836,426 i s,9041s21 ! 322,311 ! 71582,189 1 3151534 
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For the year ended Decerroer 31, 
At De enoer 31, 2017 20 17 

Unpaid Average 
Recorded Principal Related Recorded Incorre 

In~e~m:Dl: ~ ~l!Q~~ I□ve~!ll:□t Recognized 
With no related allowance recorded; 
Real estate loans: 

Construction $ 256,267 $ 431,239 $ $ 319,480 $ 10,690 
Mortgage 3,731,831 4,740,138 6,821,828 102,305 

Agricultural 
Comrercial 4,653 4,653 179,140 875 
Consurrer 14,777 14,996 17,706 1,318 
A II other loans 

With an allowance recorded: 
Real estate loans: 

Construction $ - $ - $ $ - $ 
Mortgage 3,468,169 3,508,875 586,705 4,383,495 115,706 

Agricultura I 
Corrrrercia I 800,619 800,619 247,155 737,662 50,400 
Consurrer 51,636 51,636 39,261 61,501 1,977 
All other loans 

Total: 
Real estate loans: 

Construction $ 256,267 $ 431,239 $ $ 319,480 $ 10,690 
Mortgage 7,200,000 8,249,013 586,705 11,205,323 218,011 

Agricultura I 
Corrrrercia I 805,272 805,272 247,155 916,802 51,275 
Consurrer 66,413 66,632 39,261 79,207 3,295 
All other loans 

Total $ 8,327,952 $ 9,552,156 $ 873,121 $ 12,520,812 $ 283,271 

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

Interest income recognized for cash payments received on Impaired loans during 2018 and 2017 
was not significant. 

Nonaccrual and past due loans at December 31, 2018 and 2017 were as follows: 

Nonaccrual bans (included in impaired bans) 

Accrung 90 days or more past due 

Total 

$ 

$ 
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Gross Interest income that would have been recorded for the years ended December 31, 2018 
and 2017 if nonaccrual loans had been performing in accordance with their original terms was 
$172,987 and $114,072, respectively. 

The following table provides information about how loans are evaluated for impairment, the 
amount of the allowance for loan losses estimated for loans subjected to each type of 
evaluation, and the related total amounts, by loan portfolio segment: 

Real Estate• Real Estate. 

Con• tructio n Mortgage Agricultural Commercial Consumer Other Total 

As of Qecember 3120-'8 

Allowance for credit losses: 

Ending Balance $ 111,776 $ 2,889,781 $ 30,787 $ 521361 $ 9i291 $ 82\069 4,536,065 

Ending balance• individually 

evaluated for Impairment 58,383 230,34◄ 33,584 322,311 

Ending balance• collectively 

evaluated for impairment $ 1!'776 $ 2,831,398 $ 30,787 $ 291,017 $ 57,707 $ 821.069 $ 4.213,754 

Loans: 

Ending Balance $ 30,986,592 $ 247,202,289 $ 5,636,939 $ 4'744,417 $ 7,377,385 $ t917,ll4 $ 334,864,726 

Ending balance- individually 

evaluated for Impairment 15,331 5,85\442 780,506 53,,i7 6,636.426 

Ending balance-collectively 

evaluated ror impairment $ 30,835,261 $ 24\350,847 $ 5.636,939 $ 40,963,911 $ 7,324,238 $ 1,917,104 $ 328,028,300 

Real Estate• Real Estate· 

Construction ~ Agrjcultural commercial Consumer .Q1w I2lll 

As of Qecember 3j j!Q17 

Allowance for credit losse" 

Ending Bala nee $ -CZ8,539 $ 3,076,873 $ 25,871 $ 430,090 $ 96,854 $ 574,874 $ 4,333,101 

Ending balance. individually 

evaluated for Im pairmenl 586,705 247,155 39,261 873,121 

Ending balance• co lleclively 

evaluated for Impairment $ 128,539 $ 2,480, 1>8 $ 25,871 $ 112,935 $ 57,593 $ 574.874 s 3,459,98D 

Loans 

Ending Balance $ 24,611,489 $ 249,235,112 $ 5,043.836 $ 33,472,303 $ s.ssi31s $ 2,032,079 $ 320,993,267 

Ending balance. individually 

evaluated for impairment 256,267 7,200,000 805,272 66.4 tl 8,327,952 

Ending balance• collectively 

evaluated for impairment $ 24,362,222 $ 242,035,112 $ 5,013,838 $ 32,667,031 $ 6,524,965 $ 2,032,079 $ J12,665,315 
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The Company utilizes a risk grading matrix to assign a risk grade to each loan. A description of 
the general characteristics of the risk grades is as follows: 

• Pass - Loans that are graded Pass range from minimal credit risk to average 
however still acceptable credit risk. 

• Special Mention - Loans that are graded Special Mention are not believed to 
represent more than a minimal likelihood of loss. That rating Indicates that a change 
in the borrowers' circumstances, or some other event, has occurred such that an 
elevated level of monitoring Is warranted. Such loans generally are evaluated 
collectively for purposes of estimating the allowance for loan losses. 

• Substandard - Loans that are graded Substandard are believed to present moderate 
likelihood of loss due to the presence of a well-defined weakness in the borrower's 
financial condition, a change in the customer's demonstrated repayment history, the 
effects of lower collateral values combined with other financial difficulties that the 
borrower may be experiencing, and deterioration of other indicators of the 
borrower's ability to service the loan as agreed. Loans graded Substandard are 
evaluated individually for impairment. 

• Doubtful - Loans that are graded Doubtful have all of the weaknesses inherent in 
loans classified as Substandard w1th the added characteristic that the weaknesses 
make collection or liquidation in full, on the basis of currently existing facts, 
conditions, and values, hlghly questionable and Improbable. 

Management updates its internal grading system at least quarterly and on a case by case basis. 
The following tables provide information about the credit quality of the Company's loans as 
indicated by its internal risk grading system as of December 31, 2018 and 2017: 

December 31 2018 
Special 

~ Mention Substandard ix,ubtful ]ID__[ 

Real estate loans: 
Conslructlon $ 28,336,067 $ 2,503,274 $ 147,251 $ - $ 30,986,592 
Mortgage 242,515,160 4,687,129 247,202,289 

Agrlcultutal 5,632,860 4,079 5,636,939 
Commercial 41,231,357 513,060 41,744,417 
Consumer 7,330,727 45,959 699 7,377,385 
All Other Loans 1 917 104 1917104 

i 326,963,275 1 2,549,233 1 s,3s2,2rn i - ! 3341864!726 
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Real estate loans: 
Construction $ 21,629,502 
Mortgage 242,859,596 

Agrlcuituta l 5,043,836 
Cornmerclal 32,976,567 
Consumer 6,539,113 
All Other Loans 2 032 079 

13111080,693 

Troubled Debt Restructuring: 
Real estate loans: 

Mortgage 
Commercial 
Consumer 

Troubled Debt Restructuring: 
Real estate loans: 

Mortgage 

Special 
Mention 

$ 2,557,748 

51,636 

~ 2!609,384 

Number of 
Contracts 

December 31 2017 

Substandard Doubtful 

$ 431,239 $ -
6,375,586 

495,736 
629 

$ 7[303,190 i -

Modifications 
As of December 31, 2018 

Pre~Modiflcation Post-Modification 
Outstanding Outstanding 

Recorded Recorded 
Investment Investment 

5 $ 3,220,458 $ 3,220,458 
46,206 

699 

Number of 
contracts 

1 46,206 
1 699 

Modifications 
As of December 31, 2017 

Pre-Modification Post-Modification 
Outstanding Outstanding 

Recorded Recorded 
Investment Investment 

2 $ 554,294 $ 554,294 

Totfil 

$ 24,618,489 
249,235,182 

5,043,836 
33,472,303 
6,591,378 
2 032 079 

i 320,993!267 

Losses 
Recognized 

Upon 
Modification 

Losses 
Recognized 

Upon 
Modification 

TDRs, were $4,962,737 as of December 31, 2018, and Included $3,975,027 in the total of non­
accrual loans. No additional funds are committed to be advanced to debtors owing receivables 
whose terms have been modified in TDRs. 
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NOTE 6 - PREMISES AND EQUIPMENT: 

Premises and equipment at December 31, 2018 and 2017, consists of the following: 

Land and buik:lings 

Equipment 

Total 

Less, accumulated depreciation 

Property and equipment - net 

$ 

$ 

ZQ1B 

13,893,127 
14,136,786 
28,029,913 
19,460,193 

8,569,720 

2017 

$ 10,665,436 
13,174,452 
23,839,888 
17,972,642 

$ 5,867,246 

Depreciation expense for the years ended December 31, 2018 and 2017 was $1,557,580 and 
$402,572, respectively. 

NOTE 7 - OTHER REAL ESTATE OWNED: 

Included in the balance sheet under the caption, "Real estate owned other than bank premises", 
are certain real properties which were acquired as a result of completed foreclosure 
proceedings. Such foreclosed properties totaled $331,502 and $776,100 at December 31, 2018 
and 2017, respectively. 

NOTE 8 - DEPOSITS: 

A summary of deposits follows: 

DECEMBER 31, 
~ .2Q.l.Z 

Nonnterest beamg demand 
' 

$ 137,707,837 $ 139,832,631 
Interest beamg transaction accounts 182,446,886 177,366,193 
Savings 34,711,632 33,336,694 
Time deposits $100,000 and over 27,426,026 28,34,7, 186 
Other time deposits 291961,462 321990,650 

Total deposits $ 412,253!843 $ 411~8731354 
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At December 31, 2018, the scheduled maturities of certificates of deposits for the next five 
years are as follows: 

Yw 
2019 

2020 

2021 
2022 
2023 and beyond 

Total tine deposits 

NOTE 9 - INCOME TAXES: 

Amount 
$ 50,456,884 

2,031,603 
1,593,811 
1,185,572 
2,119,618 

57,387,488 

The Company and the Bank file consolidated federal Income tax returns on a calendar year 
basis. The consolidated provision for income taxes consrsted of the following: 

20.la 2017 

Current: 
Federal $ 1,117,373 $ 878,576 
State 253,722 337,484 

Deferred (77,315) 2,511,879 

Total $ 1,293,780 i 3? 27,939 

Deferred Income taxes result from temporary differences in the recognition of income and 
expense for tax and financial reporting purposes. The principal sources of these differences and 
the related deferred tax effects are as follows : 

ZQl8 NU 

Provision for ban bsses $ (112,764) $ 341,955 
Deferred compensation expense 150,487 217,768 
Other (115,038) 1,952,156 

Total $ (77,3152 1 2,511,879 
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The following is a reconciliation of the provision made for income taxes in the financial 
statements versus an amount computed by applying the federal income tax rate to income 
before income taxes: 

2Q..W 2017 

Computed "expected" tax expense $ 1,471,749 $ 2,343,866 
Increase (reduction) of taxes: 

Tax-exempt interest income (63,244) (109,910) 
State income tax, net of federal income tax benefits 167,457 222,739 
Provision for ban bsses (112,764) 341,955 
Deferred compensatbn expense 150,487 217,768 
Increase resulting from federal tax reform 834,447 
Other (319,905) (122,926) 

Total $ 1,293,780 $ 3,727,939 

The net deferred tax asset included in other assets In the accompanying consolidated financial 
statements includes the following components: 

M8 .2.Q1Z 

Deferred tax assets $ 2,355,580 $ 2,261,151 
Deferred tax r0bifities 11,429 (5,065) 

Net deferred tax asset 1 2,367,009 $ 2!256,086 

The Company's 2017 results of operations include the impact of the enactment of the Tax Cuts 
and Jobs Act, which was signed into law on December 22, 2017. The law includes significant 
changes to the U.S. corporate tax system, including a federal corporate rate change reduction 
from 34% to 21 %. In 2017, the Company applied the newly enacted corporate federal income 
tax rate of 21 %, resulting in an increase of $834,447. The final impact of the tax rate change 
may differ due to changes in assumptions made by the Company or actions that the Company 
may take as a result of tax reform. 

The Company has determined that there are no significant uncertain tax positions taken or 
expected to be taken requiring recognition as liabilities in the financial statements. In 
evaluating the company's tax provisions and accruals, future taxable income, and the reversal of 
temporary differences, interpretations and tax planning strategies are considered. Management 
believes its estimates are appropriate based on current facts and circumstances. The Company 
is subject to routine audits by taxing authorities; however, there are currently no audits for any 
tax periods in progress. Management believes the Company is no longer subject to federal and 
state examinations by tax authorities for years prior to 2015. 
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NOTE 10 - EMPLOYEE BENEFITS: 

The Bank maintains a profit sharing plan under the provisions of Section 401(k) of the Internal 
Revenue Code. The plan covers all employees of the Bank who have completed one year of 
service and have reached their twenty-first birthday. The Bank contributes 50% of the first 5% 
of annual base compensation that an employee contributes to the plan. Contributions to the 
plan were $112,761 and $90,318 in 2018 and 2017, respectively. 

The Company has entered into deferred compensation agreements with certain officers and 
directors of the Company. 

Bank owned life insurance at December 31, 2018 and 2017 totals $5,624,630 and $8,169,897, 
respectively, and represents the funding of deferred compensation agreements with certain 
officers and directors. During 2018 and 2017, $59,401 and $286,339, respectively, was 
expensed under these agreements. 

In general, bank policy does not provide for post-retirement health insurance benefits. 

NOTE 11 - OTHER EXPENSES: 

The following is a summary of the components of other non-interest expense for the years 
ended December 31: 

Postage 
Auto expense and travel 
Drector's fees 
Printing and statbnery 
Advertising 

Enterta nm ent 

Miscellaneous 

Courer servte 

Analysis fees 

Other 

Total 

NOTE 12 - OPERATING LEASES: 

$ 

$ 

.2..Q.18 2..Q1Z 

124,087 $ 105,835 
54,750 56,905 
62,144 75,300 
80,724 76,391 

144,493 148,400 
116,793 138,789 
34,860 38,558 
76,244 67,682 
46,024 45,432 

587,998 696,069 

1,328,117 $ 1,449,361 

The Bank was obligated at December 31, 2018, for operating leases extending to the year 2023, 
for land and buildings used primarily for banking purposes. The leases require the Bank to pay 
for maintenance, property taxes and insurance from February 1, 1993 through February 27, 
2023, the rental payments shall be Increased relative to the consumer price index. Accordingly, 
the following summary does not reflect increases in rental payments due to the consumer price 
index. 
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ruB 

2019 
2020 
2021 
2022 
2023 
Later years 

Total 

APPROXIMATE 
REQUIRED 

ANNUAL 

RENTALS 

$ 

$ 

159,612 

159,612 
159,612 
159,612 
159,612 

798,060 

Rental expense for the operating leases for the years ended December 31, 2018 and 2017, was 
$340,623 and $334,768, respectively. 

NOTE 13 - RELATED PARTY TRANSACTIONS: 

The Bank has entered into transactions with its directors and their business interests (related 
parties). Such transactions were made in the ordinary course of business on substantially the 
same terms and conditions, including interest rates and collateral, as those prevailing at the 
same time for comparable transactions with other customers, and did not, in the opinion of 
management, involve more than normal credit risk or present other unfavorable features. The 
aggregate amount of loans to such related parties was $2,045,460 and $900,178 at December 
31, 2018 and 2017, respectively. New loans in the amount of $1,240,000 were added during 
2018. $94,718 and $19,193 was repaid during 2018 and 2017. 

Deposits from related parties held by the Bank totaled $2,171,588 and $2,645,814 at 
December 31, 2018 and 2017, respectively. 

The Bank leases land and buildings from certain officers of the Bank. The 1mnual payments on 
these leases were $244,591 for the years ended December 31, 2018 and 2017. The leases 
continue through January 31, 2023, and are classified in the financial statements as operating 
leases. 

NOTE 14 - OFF-BALANCE SHEET ACTIVITIES: 

Credit-Related Financial Instruments: 

The Bank is a party to credit-related financial Instruments with off-balance sheet risk in the 
normal course of business to meet the financing needs of its customers and to manage Its own 
exposure to fluctuations in interest rates. These financial instruments include commitments to 
extend credit and standby letters of credits. These instruments involve to varying degrees, 
elements of credit, interest rate, or liquidity risk in excess of the amounts recognized In the 
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balance sheets. The contract amounts of these instruments express the extent of involvement 
the Bank has in particular classes of financial Instruments. Such financial instruments are 
recorded in the financial statements when they are funded or related fees are incurred or 
received. 

The Bank's exposure to credit loss in the event of nonperformance by the other party to the 
financial instrument for commitments to extend credit and standby letters of credit is 
represented by the contractual amount of those instruments. The Bank uses the same credit 
policies in making commitments and conditional obligations as it does for on-balance sheet 
instruments. The Bank controls the credit risk through credit approvals, limits, and monitoring 
procedures. The amount of collateral obtained, if deemed necessary by the Bank upon 
extension of credit, is based on management's credit evaluation of the customer. Collateral held 
varies but may include personal residences, accounts receivable, inventory, property, plant and 
equipment and income-producing commercial properties. 

At December 31, 2018 and 2017, the following financial instruments were outstanding whose 
contract represents credit risk: 

Commitments to extend credit 

Standby letters of credit 
$ 40,055,819 

1,846,393 

w.z 
$ 37,574,871 

1,887,352 

Commitments to extend credit and standby letters of credit include exposure to some credit loss 
in the event of nonperformance of the customer. 

Commitments to extend credit are agreements to lend to a customer as long as there is no 
violation of any condition established in the contract. Commitments generally have fixed 
expiration dates or other termination clauses and may require payment of a fee. Since many of 
the commitments are expected to expire without being drawn upon, the total commitment 
amounts do not necessarily represent future liquidity requirements. 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 ls based on management's credit 
assessment of the counterparty. Collateral held varies but may include accounts receivable, 
inventory, property, plant and equipment, and personal guarantees. 

Standby letters of credit are conditional commitments issued by the Bank guaranteeing the 
performance of a customer to a third party. Those guarantees are primarily issued to support 
private borrowing arrangements. The credit risk involved in issuing letters of credit is essentially 
the same as that involved in extending loan facilities to customers. The Bank's policy for 
obtaining collateral, and the nature of such collateral, is essentially the same as that involved in 
making commitments to extend credit. 
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NOTE 15 - FAIR VALUES OF FINANCIAL INSTRUMENTS: 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly fashion between market participants at the measurement date, and 
establishes a framework for measuring fair value. It applies only to the fair value measurements 
that are already required or permitted by other accounting standards and is expected to 
increase the consistency of those measurements. It also establishes a three-level hierarchy for 
fair value measurements based upon the transparency of inputs to the valuation of an asset or 
liability as of the measurement date, eliminates the consideration of large position discounts for 
financial instruments quoted in active markets, requires consideration of the Bank's 
creditworthiness when valuing its liabilities, and expands disclosures about instruments 
measured at fair value. The three levels are defined as follows: 

• Level 1 - inputs reflect quoted prices in active markets for identical assets or liabilities. 

• Level 2 - inputs reflect observable inputs that may consist of quoted market prices for 
similar assets or liabilities, quoted prices that are not in an active market, or other inputs 
that are observable in the market and can be corroborated by observable market data 
for substantially the full term of the assets or liabilities being valued. 

• Level 3 - inputs reflect the use of pricing models and/or discounted cash flow 
methodologies using other than contractual interest rates or methodologies that 
incorporate a significant amount of management judgment, use of the entity's own data, 
or other forms of unobservable data. 

The following is a summary of the measurement attributes applicable to financial assets and 
liabilities that are measured at fair value on a recurring basis: 

Description 

Assets: 
Securities available-for-sale: 

Government six,nsored 
enterprises (GS Es) 

Mortgage backed secuties 
issued by GSEs 

State, county and municipal 
U.S. Treasury Notes 

Fair Value Measurement at Reporting Date Using 
December 31. 2018 {Level 1) (Level 2) (Level 3) 

$ 

32 

- $ 24,142,613 $ 

1,212,544 
5,200,406 
1,988,400 
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Description 

Assets: 
Securities available-for-sale: 

Government sponsored 
enterprises (GSEs) 

Mortgage backed secuties 
issued by GSEs 

State, county and municipal 
U.S. Treasury Notes 

Fair Value Measurement at Reporting Date Using 
December 3L 2011 (Level 1) (Level 2) (Level 3) 

$ • $ 24,072,700 $ 

422,095 
6,705,968 
4,964,200 

Pricing for the Company's securities available-for-sale is obtained from an independent third­
party that uses a process that may incorporate current prices, benchmark yields, broker/dealer 
quotes, issuer spreads, two-sided markets, benchmark securities, bids, offers, other reference 
items and industry and economic events that a market participant would be expected to use as 
inputs in valuing the securities. Not all of the inputs listed apply to each individual security at 
each measurement date. The Independent third party assigns specific securities into an "asset 
class" for the purpose of assigning the applicable level of the fair value hierarchy used to value 
the securities. The methods used are consistent with the methods used previously. 

The following ls a summary of the measurement attributes applicable to assets and liabilities 
that are measured at fair value on a non-recurring basis: 

Description 

Impaired loans 
Other real estate owned 

Description 

Impaired loans 
Other real estate owned 

Fair Value Measurement at Reporting Date Using 
December 31. 201s (Level 1) (Level 2) (Level 3) 

$ - $ - $ 
331,502 

6,836,426 

Fair Value Measurement at Reporting Date Using 
December 31. 2017 (Level 1) (Level 2) (Level 3) 

$ - $ - $ 
776,100 

8,327,952 

The following table reconciles the beginning and ending balances of impaired loans measured at 
fair value on a non-recurring basis using significant unobservable (Level 3) Inputs during the 
period: 

33 



FIRST CAROLINA BANCSHARES CORPORATION AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Balance beginning of period 
Additions 
Deletions 
Settled by: 

Payment 
Foreclosure or deed in lieu of foreclosure 
Charged off 

$ 

$ 

8,327,952 
514,869 
(72,621) 

(1,933,774) 

6,836,426 

Collateral dependent impaired loans consist of nonaccrual loans for which the underlying 
collateral provides the sole repayment source. The Bank measures the amount of the 
impairment for such loans by determining the difference between the fair value of the 
underlying collateral and the recorded amount of the loan. The fair value of the underlying 
collateral generally is based on appralsals performed in accordance with applicable appraisal 
standards by independent appraisers engaged by the Bank. In many cases, management 
updates values reflected in older appraisals obtained at the time of loan origination and already 
In the Bank's possession using its own knowledge, judgments and assumptions about current 
market and other conditions in lieu of obtaining a new recorded amount of the loan, a valuation 
allowance is established for the difference; otherwise, no valuation allowance is established. 
The valuation allowance for impaired loans is a component of the allowance for loan losses. 
Periodically, management reevaluates the fair value of the collateral and makes adjustments to 
the valuation allowance as appropriate. However, if the fair value of the collateral subsequently 
recovers in value such that it exceeds the recorded loan amount, no adjustment is made in the 
loan's value for the excess. 

The Financial Accounting Standards Board Accounting Standards Codification (ASC) requires 
disclosure of the estimated fair value of certain on-balance sheet and off-balance sheet financial 
instruments and the methods and assumptions used to estimate their fair values. A financial 
instrument is defined as cash, evidence of an ownership interest in an entity or a contract that 
creates a contractual obligation or right to deliver or receive cash or another financial 
Instrument from a second entity on potentially favorable or unfavorable terms. Financial 
instruments within the ASC's scope that are not carried at fair value on the consolidated balance 
sheets are discussed below. Accordingly, these fair value disclosures provide only a partial 
estimate of the Bank's fair value. 

The following methods and assumptions were used by the Bank in estimating fair values of 
financial instruments as disclosed herein: 

Cash and cash equivalents. The carrying amounts of cash and cash equivalents 
approximate fair values. 

Securities available-for-sale and held-to-maturity. Pricing for the Company's securities 
available-for-sale is obtained from an independent third-party that uses a process that may 
incorporate current prices, benchmark yfelds, broker/dealer quotes, issuer spreads, two­
sided markets, benchmark securities, bids, offers, other reference items and industry and 
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economic events that a market participant would be expected to use as inputs in valuing the 
securit ies. Not all of the Inputs listed apply to each individual security at each measurement 
date. The Independent third party assigns specific securities into an "asset class'' for the 
purpose of assigning the applicable level of fair value hierarchy used to value the securities. 
Securities available-for-sale are measured at fair value with unrealized gains and losses, net 
of income taxes, recorded In other comprehensive Income. 

Other investments. Fair values of other investments, consisting of restricted securities, 
approximate the carrying amounts and are based on the redemption provisions of the 
issuers. 

Loans receivable. For variable-rate loans that reprice frequently and with no significant 
change in credit risk, fair values are based on carrying values. Fair values for certain 
mortgage loans (for example, one-to-four fam!ly residential) and other consumer loans are 
based on quoted market prices of similar loans sold, adjusted for differences in loan 
characteristics. Fair values for commercial real estate and commercla l loans are estimated 
using discounted cash flow analyses, using interest rates currently being offered for loans 
with similar terms to borrowers of similar credit quality. Fair values for non-performing 
loans are estimated using discounted cash flow analyses or underlying collateral values, 
where applicable. 
Deposit liabilities. Toe fair values disclosed for demand deposits are, by definition, equal to 
the amount payable on demand at the reporting date (that is, their carrying amounts). Toe 
carrying amounts of variable-rate, fixed-term money-market accounts and certificates of 
deposit (CDs) approximate their values at the reporting date. Fair values for fixed-rate CDs 
are estimated using a discounted cash flow calculation that applies Interest rates currently 
being offered on certificates to a schedule of aggregated expected monthly maturities on 
time deposits. 

Federal funds sold and securities sold under agreements to resell. Toe carrying amounts of 
federal funds sold and securities sold under agreements to resell approximate their fair 
values. 

Accrued Interest Toe carrying amounts of accrued interest approximate fair value. 

Off-balance-sheet instruments. Fair values for off-balance-sheet credit-related financlal 
instruments are based on fees currently charged to enter into similar agreements, taking 
into account the remaining terms of the agreements and the counterparties' credit 
standings. 
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The estimated fair values and related carrying or notional amounts of the Bank's financial 
instruments are as follows: 

ZQ1fi 2017 

CARRYING FAIR CARRYING FAIR 

AMOUNT ~ AMOUNT VALUE 

Financial assets: 

Level 2 inputs: 

Cash and cash equivalents $ 82,699,246 $ 82,699,246 $ 88,239,492 $ 88,239,492 
Investment securities 34,823,001 34,823,001 38,525,774 38,525,774 
Other investments 8,685,167 8,685,167 8,510,444 8,510,444 
Cash surrender value of life 

insurance 5,624,630 5,624,630 8,169,897 8,169,897 
Accrued interest receivable 1,169,641 1,169,641 1,127,041 1,127,041 

Level 3 inputs: 

Loans receivable 330,328,661 327,394,000 316,660,166 347,745,000 

Financial liabilities: 

Level 2 inputs: 

Deposits 412,253,843 390,386,000 411,873,354 393,576,000 
Accrued interest payable 293,297 293,297 148,566 148,566 

Financial assets: 

Off-balance-sheet credit related 

financial instruments: 

Commitments to extend credit 40,055,819 40,055,819 37,574,871 37,574,871 

Standby letters of credit 1,846,393 1,846,393 1,887,352 1,887,352 

NOTE 16 - COMMITMENTS AND CONTINGENT LIABILmES: 

The Bank is involved in various litigation arising out of the ordinary course of business. 
Management and legal counsel are of the opinion that losses, If any, would not have a material 
effect on the financial statements. 

NOTE 17 - REGULATORY MATTERS: 

Restrictions on Subsidiary Dividends, Loans or Advances: 

South Carolina banking regulations restrict the amount of dividends that banks can pay to 
stockholders. Any of the Bank's dividends to the Company which exceed the total amount of the 
subsidiary's current year-to-date earnings are subject to the prior approval of the South Carolina 
Commissioner of Banking and are generally payable only from its undivided profits. In addition, 
dividends paid by the Bank to the Company would be prohibited if the effect thereof would 
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cause the Bank's capital to be reduced below applicable minimum capital requirements. Under 
Federal Reserve Board regulations, the amounts of loans or advances from the Bank to the 
Company are also restricted. 

Regulatory Capital: 

All bank holding companies and banks are subject to various regulatory capital requirements 
administered by the federal banking agencies. Failure to meet minimum capital requirements 
can initiate certain mandatory, and possibly additional discretionary, actions by regulators that, 
if undertaken, could have a direct material effect on the Company's consolidated financia l 
statements. Under capital adequacy guidelines and the regulatory framework for prompt 
corrective action, as revised by the Basel III Capital Rules effective January 1, 2015, the 
Company and Bank must meet specific capital guidelines that involve quantitative measures of 
the Bank's assets, liabilities and certain off-balance-sheet items as calculated under regulatory 
accounting practices. The Bank's capital amounts and classifications are also subject to 
qualitative judgments by the regulators about components, risk weightings, and other factors. 

Banking regulations identify five capital categories: well-capitallzed, adequately capitallzed, 
undercapitalized, significantly undercapitalized, and critically undercapltalized. At December 31, 
2018 and 2017, the Company and Bank exceeded all current regulatory requirements, and were 
classified as well-capitalized. Management believes that no events or changes have occurred 
subsequent to December 31, 2018 that would change this designation. 

Quantitative measures established by the Basel III Capital Rules to ensure capltal adequacy 
require the maintenance of minimum amounts and ratios (set forth in the table below) of 
Common Equity Tier 1 capital, 1ler 1 capital, and Total capital (as defined In the regulations) to 
risk-weighted assets (as defined), and of Tier 1 capital to adjusted quarterly average assets (as 
defined), or "leverage ratio". 
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Regulatory capital ratios at December 31, 2018 and 2017, along with the minimum amounts 
required for capital adequacy purposes and to be well-capitallzed under prompt corrective action 
provisions in effect at such times are presented in the following tables for the Holding Company 
and Bank: 

MINIMUM MINIMUM 
FOR CAPITAL TO BE WELL 

ACTUAL ADEgUACY PURPOSES CAPITALIZED 

AMOUNT MllQ AMOUNT BAllQ AMOUNT MilQ 

(Dollars in thousands) 
As of December 31, 2018: 

Carolina Bank and Trust: 
Common Equity Tier 1 CapitBI 

(to risk weighted assets) $58,858 18.12% $14,621 4.50% $ 21,119 6.50% 
Tier I Capital 

(to risk weighted assets) 58,858 18.12% $19,494 6.00% $ 25,992 8.00% 
Total Capital 

(to risk weighted assets) 62,925 19.37% $25,992 8.00% $ 32,490 10.00% 
Leverage Capital 

(to average assets) 58,858 12.65% $18,616 4.00% $ 23,270 5.00% 

As of December 31, 2017: 
Carolina Bank and Trust: 

Common Equity Tier 1 Capital 
(to risk weighted assets) $53,640 17.03% $14,172 4.50% $ 20,471 6.50% 

Tier I Capital 
(to risk weighted assets) 53,640 17.03% $18,897 6.00% $ 25,195 8.00% 

Total Capital 
(to risk weighted assets) 57,581 18.28% $25,195 8.00% $ 31,494 10.00% 

Leverage Capital 
(to average assets) 53,640 11.62% $18,461 4.00% $ 23,077 5.00% 

NOTE 18 - DEFERRED COMPENSATION PLAN: 

The Company has entered Into deferred compensation agreements with selected officers who, 
upon retirement, will receive compensation within certain guidelines as determined by the 
agreements. The expected costs of the benefits to be provided are being recognized during the 
years that the employee renders the necessary service. The plans are unfunded; however, the 
Company maintains life insurance policies which can be used to satisfy the liability. 

Deferred compensation charged to income consisted of the following at December 31, 2018 and 
2017: 

2fila .2Q1Z 

Payments to partk:ipants $ - $ 
Increase n present value of vested future benefit (145,172) (254,713) 

Expense for the year $ (145,172) $ (254,713) 
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NOTE 19 - OTHER COMPREHENSIVE INCOME (LOSS): 

The components of other comprehensive income (loss) and related tax effects are as follows: 

Net unrealized loss on available-for-sale securities 
Reclassifk:atbn adjustment for gains rearrzed in ncome 

Net unreaized gain 

Tax effect 

Net-of-tax amount 

NOTE 20 - BALANCE SHEET OFFSETTING: 

$ 

$ 

2Q..1a .2.0.lZ 

(78,543) $ (87,473) 

(78,543) 

16,494 

(87,473) 

29,741 

(62,049) $ (57,732) 

Certain financia l instruments, including resell and repurchase agreements, may be eligib le for 
offset in the consolidated balance sheet and/or subject to master netting arrangements or 
similar agreements. The Bank does not generally offset such financial Instruments for financial 
reporting purposes. Information about financial Instruments that are eligible for offset In the 
consolidated balance sheet as of December 31, 2018 is presented in the following tables. 

Gross Amount Gross Amount Net Amount 
Recognized Offset Recognized 

December 31, 2018 

Financial assets: 
Resell agreements $ 43,0001000 $ $ 43,000,000 

Total $ 43,000,000 $ $ 43,000,000 

Net Amount Financial Net 
Recognized Instruments Collateral Amount 

December 31, 2018 

Financial assets: 
Resell agreements $ 43,000,000 1 $ {43,000,000} $ 

Total $ 43,000,000 $ $ ( 43,000!000} $ 
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Information about financial instruments that are eligible for offset in the consolidated balance 
sheet as of December 31, 2017 Is presented In the following tables. 

Gross Amount Gross Amount Net Amount 
Recognized Offset Recognized 

December 31, 2017 

Financial assets: 
Resell agreements $ 43,000,000 $ $ 43,000,000 

Total $ 43,000,000 $ $ 43,000,000 

Net Amount Financial Net 
Recognized Instruments Collateral Amount 

December 31, 2017 

Financial assets: 
Resell agreements $ 43,000,000 $ $ (43,000,000) $ 

Total $ 43,000,000 i $ { 43,0001000) i 
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NOTE 21 - CONDENSED FINANCIAL STATEMENTS: 

Presented below are condensed flnanclal statements for First Carolina Bancshares Corporation 
(Parent Company Only). 

~ ZQ1Z 

Balance Sheet: 

Assets: 

Cash $ 6,613 $ 7,585 
Investment in Carolina Bank and Trust Company 58,620,567 53,465,329 

Total assets $ 58,627,180 $ 53,472,914 

Stocl<holders' equity $ 58,627,180 $ 53,472,914 

Statement of Income: 

Income: 
Dividends from carolina Bank and Trust Company $ 498,232 $ 421,681 
Miscellaneous income so 

498,232 421,731 

Expenses: 

Other 970 4470 

Income before Income taxes and equity in 

undistributed earnings of subsidiary 497,262 417,261 

Equity in undistributed earnings of subsidiary 5,217,287 2,748,523 

Net Income 1 si714(549 1 3,165/84 
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Statement of Cash Flows: 
Cash flows from operating activities: 

Net inwme 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Equity in undistributed earnings of subsidiary 

Net cash provided by operating activities 

Cash flows from financing activities: 
Dividends paid 
Repurchase of common stock 

Net cash used In financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

42 

$ 

$ 

YEAR ENDED 
DECEMBER 31, 

ZQ.lB 2Q.lZ 

5,714,549 $ 3,16S,784 

(5,217,287) (2,748,523) 
497,262 417,261 

(480,034) (411,681) 

(18(200) {418752 
(498,234) (416,556) 

(972) 705 

7,585 6,880 

6,613 1 71585 


