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" ftAugust 16,2010

Dear Shareholder~ ' '
lampleased torepo~tperformance for the first six months of 2QI0'

reinllted in continued financial improyement'for the. Corporation and its.
wholly owned subsidiary, Citizens National Bank. This was accomplished' .
in spite of Michigan's economy which is beginning loshow very slow
signs of ,improvement; reflecting our ability to adapt in avery challeng-
irigeconomy, , '.' , ' '. ' ,', ,ft ,'. .'.

Highlights of thebanl<s financial performance .for the secondquar-'
'ter ending June 30, .2010 follow: " '.'..'

o Ye~r~to-date'earnings,'exc\uctlngiricome taJ.{esasweil as life ihsu;-ance
proceeds of $189,000, resulted in eore.ea}ningsof $71f,000, comparedto ~
core earnings of $571,000 in 2009, when the adjustment for the gain 011

sal~ ~f.an iIlvestmenLsecurity of$620,000 is excluded. The $712,600 for
2010, compared to $571,000 for 2009, is an increase of 24,7%' in core
earnings and aper share increase of $0.11~. . ',.' . "
. 0 Provision>Ior loan l<lssesexpense,was $375,000, compared to'$500,000
in the second quarter of 2009;a reduction of25%.;reflecting a, '. '

, continuedlmproyementin the loan portfolio, '
o FDIC premi~ms at $262,000, were down from the $374,000 paid .1'nthe

.seco~d,quarter of 2009,.yet were substantially higher than the traditional
FDlCpremiuin expense of $33,000 paid in the:'second quarter' of 2008.
Higher preiniumsare antiCipated for the next several years. , ,

.'0 ASsetscontinue ,to decline as.a result ofJIlinimalloim. demand and
historic low interest rates. Total assets ,were $245 miliioncomp,aredcto •
$258~illiOll forthe second quarter' of 2009, a reduction of 5%., .
o Net loans~ere$i4L7~illion, compared to $162:2 million {or the,
same period in 2009; areducti~n of12.5%.The loan 'portfolio continues ,
to shrinkdueto economjcconditions. " ',., .

. 0 bepositsdeclinedby $14million to $219.3 n'lillion,a 'reductionof
5,8%; comparing second quarter 2010 to the same period in,2009.
Depositors are. seeking higher-yielding opportunities and moving money'

. back into the market, as well aspayirig.off debt. .' '
o Share!)olderequityincreased to $2LlIPillionon June 30, 2010,
compared to $19.3rnilliOll onJurie 30, 2009; a 9:3% increase or-$r50
per share. ." '.' ,.'

" ,', , . . \'. . :
You can also track ~stock activity arid access financial information

about the .corporation on the Over the 'Counter-Bulletin Board at
.wWw.otcbb.com.Our symbol is CNBZ.' .

. As 1 predicted at the'May 18, 2010 anntjal meeting of,sha~eholdels .'
tneDodd-Frank. Wall Street Reform' and Consumer' Protection Act was

. sigried 'intolaw iJyPresident Obama on Jilly 21, 2010 and the oyer 5,000
pages of new regulations will. ne'rolled out over. the next five years. The
legislation does contain'severalkey~eform provisions' that bankers sup-

. port;!nit, it also ~ontaiils a number of onerous rules and restrictions that
will be imposed on COmmunity banks that hadno role in causing the
financial crisis. It.isanticipated this;newlegJSlation wiIraff~ct con,
sumers, businesses and the broader econorny,asw~ll as banks. .

On a sad note r also. report to: you that retired director, John
Ormsbee, passed awayon June'3rd. John served on our board of directors
for almost 30 yearsal'ld will be 'remembered for his unyielding support of
our shareholders as well as for nis kind,heart and generous spirit. He is
missed by all of us,af the ba.nlc '. .

,Sincerely" .

"~"'.".',,","',,'Cvo',',". ' /1
. . ,~{A....:. '

, Stis~n A.EnO ' ' . ,
President & CEO
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CONSOLIDAJEI) STA:rE,MENTOF INCOME
',' , (UNAUPITEo)

'In thousands,oj dollars,_ex~eptper share data

,For the six months e~ded ]une30,
20io' 2009' 2008 c

.$ 4,466 '$ 5,234 $6,040',
" l'

INCOME(tOSS) BEFOREINCOMET~
"
9CH' ' 1,191' , '1)45~- \,

Income tax expense (benefit) ....... , . 129 64 216
'--"-.--"

NETINCOMK .. ,, ....... :......•.. , $772 $ 1,1'27
'. ----

BASU:NErINCOME(LOSS)PERSurn $0,64 $ 0:~3 $

Total nonillierest :irtcome ., ...

N'ONINrEREST EXPENSES .

S3.Ianesatid b~nefi(S.',
Occupancy. :.'...., .
FDICinsUrance prenliunis
Expenses relating \0 ORE pr?perty
Other Expen~es.... '

T°talhoninieiest.expenses .

INTEREST EXPENSE ON DEPOSJTS

NET, Im'ERESTlNCOME .

Provision fod~an losse,s . ' ... » ••

NETINTE~T I1'ICOMEAFTER
~ PROVISIONFORWAN LQSSES

NONINT~RESTIN~O~E "

SeMce ctarges 3Ildfees.
Neirealizedgainsfrom sale ofloans '
Loa1Jsemcing fees, net of amortization
Gainson lifeinsurance proceeds .. , ,
Gainon iale of investmentsecurities .
Other incoIhe , ,.:~ ~',' ,

INTEREST INCOME
Interestind fee,Son loans.: ..
Interes!on securities:

, Taxable ; '" .
, Tax exempt. .

Other inter.est income " .
, <_. r:. ~- J' "

.. TotalJnteresl incOlye

eNS'
~
cqRP 0 RATI ON

$257,949

3,034
19,509

'(3,265)

.' 19,278

.6,006
11,385

;$Z57,949 .

. ;$" 41,252

191,689-,-'
, 232,941

. ' 5,730

238,671

o
8;915'

._-'
17,725

6,79,2

'44~150 '
8,652

. 1,008 '.' 1,008
--. --,
57,601 - 53,810

142,9it.. 164,443.
(1,215) ',' ,(2,2J2) ,-- --
1'41,712162,23J

June 30~
2010 . 2009

$ 2;566 > $ 8,8.10

5,717 ,';
12,652 ..

$244,997

$ 39,879
:1}9,477 •

219,356'

4,563

2?3,919

3,030
. 19,498

, 0,450) •

, 21,078

'$244;997 '

".r'

.. ,,-, ...

CONSQLIDATED BALANCE 'SHEET~
(UNAUDITED)

In ,thousands of dollars

Loans :., ...• : ' :.. '.'
Less: allowance for loan losses

ASSETS '.<

Cash and due from batikS ....
Interest-bearing deposits with other financ.ial, .
institutions ..: , ::., , .' .15,954,,'
Federal funds sold :: : c , .,-0 .

.~otalcashandcashequivalents ..•..... '.. 18,520

Time DepositS With other financial institutions,,, 8)95

Securities available forsale '... , .48,768
Securitiesheld toinaturit)' .:. .. ,.' 7,8~5
(MarketvalueiJ! $8,177 in 2010 and $8,282 in 2009) " '.
Other securities .c... '.. : .. ~

Total investment securities

Other liabilities ..•......•. ,

Total liabilities : :.

. ,SHAREH()LDERS'EQUIW

C~mmon StocL .•: .. .
:SurPlus ..... ~.......... ,
Reta,im~d.Eal'llings and Accumulated other

,C~mpreI1ensive Income / (Loss) ..

Iotal shareholders' equity .•: ... ~.

TotalHabilitiesand
shareholders' equity .

. LIA~ILITIES"

Deposits:
• Noninterest'bearing demand •.. :

, " Interest-bearing dep~sits

'.Total depositS ,..

. 'Premisesand equiplIl~nt, net. ..
;.: Other assets..... .

Total assets ..".. ,

, \~

http://wWw.otcbb.com.

