December 31,2008

2008...SOLID, SAFE AND SECURE

his year, we have witnessed unprecedented volatility in the market and un-

certainty in all areas of the economy; however, through adversity comes op-
portunity, and our emphasis on “community banking” has made us an attractive
and safe choice for consumers and business owners alike. We have built a solid
management team, one of the strongest in the industry, and despite the bleak
economic news, we are prepared to move the bank forward. While other banks
and financial institutions are shrinking and looking for ways to cut services, we
are looking to expand our operation and develop unique products to service our
customers’ needs. Our goal of delivering personalized attention to our customers
has helped us remain above the fray and separated us from the impersonal nature
of "The Big Bank". Cornerstone Bank, as a "community bank", has become the
"safe haven" for many concerned customers, who are seeking a more traditional
banking relationship.
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hile many in the financial

sector have suffered in this
stagnant economy, Cornerstone
Bank produced solid growth, an-
nouncing that total assets grew to
record levels of $247.5 million at
December 31, 2008, an increase of
$35.0 million or 16.5% over total
assets at December 31, 2007.
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The above chart shows the increase in asset growth
December 31, 2004 - December 31, 2008




FINANCIAL FACTS

Total Loans at December 31, 2008

e $194.1million, an increase of $48.1 million or
32.9% from December 31, 2007.
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The above chart shows the increase in loan
growth December 31, 2004 - December 31, 2008

The following table sets forth-selected data relating to the composition of the Bank’s loan
portfolio, net of deferred loan fees, at the dates indicated.

(dollars in thousands) 2008 2007 2006

Type of Loans: Amount Percent Amount Percent Amount Percent
Commercial $60,669 31.3% $31,417 21.5% $27,581 23.5%
Real Estate, Commercial 91,036 46.9% 73,863 50.6% 53,856 45.9%
Real Estate, Residential 19,326 10.0% 21,303 14.6% 15,068 12.8%
Construction 12,309 6.3% 10,864 7.4% 11,783 10.0%
Consumer 10,764 5.5% 8,594 5.9% 9,044 7.7%

Total $194,104 100.0% $146,041 100.0%  $117,332 100.0%




FINANCIAL FACTS

Total Deposits at December 31, 2008

e $202.0 million, an increase of $17.9 million or
9.8% from December 31, 2007. 2008 Percentage of Total Deposits

at December 31, 2008

(dollars in thousands)
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The above chart shows the increase in deposit CDs

growth December 31, 2004 - December 31, 2008

The following table sets forth the distribution of the Bank’s average balance of deposit accounts for the years ended
December 31, 2008, 2007 and 2006 and the weighted average cost for each category of deposit.

2008 2007 2006
Percent Weighted Percent Weighted Percent Weighted
Average of Total Average Average of Total Average Average of Total Average
Balance Deposits Cost Balance Deposits Cost Balance Deposits Cost
(dollars in thousands)
Checking $ 42987 24.1 % A8 % $ 46,525 28.7 % 1.24 % $ 47,140 34.6 % 1.49 %
Money market deposit 59,754 33.5 248 31,289 19.3 3.49 19,754 14.5 3.13
Statement savings 4,248 24 1.35 5,055 3.0 3.24 3,544 2.6 3.20
Certificates of deposit 71,391 40.0 3.86 79,480 49.0 4.95 65,707 48.3 4.34

Total deposits $ 178,380 100.0 % 2.52 % $ 162,349 100.0 % 3.55 % $ 136,145 100.0 % 315 %




FINANCIAL FACTS

Net Interest income for the year ended December 31, 2008

$6.7 million compared to $5.0 million for the
year ended December 31, 2007.
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The above chart shows the increase in net interest income growth December
31, 2004 - December 31, 2008. Net interest income is the difference between
interest earned on loans and investments and interest paid on deposits and
borrowed funds.

As shown below, the increase in net interest income was due to volume increases in the Bank’s
earning assets, which were funded by the Bank’s deposit growth.

Year Ended December 31, 2008 vs.
Year Ended December 31, 2007

Total Increase
(dollars in thousands) Volume Rate (Decrease)

Interest income:

Commercial $ 999 $ (496) $ 503
Commercial Mortgage 1,191 (454) 737
Mortgage (79) (1D (90)
Consumer 81 (166) (85)
Federal funds sold 57 (62) 5)
Investment securities available for sale (187) 36 (151)
Investment securities held to maturity (117) 239 122
Total interest-earning assets 1,945 (914) 1,031

Interest expense:

Interest-bearing demand (33) (337) (370)
Money market 705 (317) 388
Statement savings (11 96) (107)
Certificates of deposit (312) (868) (1,180)
Borrowings 636 (201) 435
Total interest-bearing liabilities 985 (1,819) (834)

Net change in net interest income $ 961 $ 904 $ 1,865




