MORRIS

BAN K

It Pays to Bank Blue.

FOR IMMEDIATE RELEASE

Morris State Bancshares Announces Quarterly Earnings
and Declares Fourth Quarter Dividend

DUBLIN, GA. (October 26, 2022) — Morris State Bancshares, Inc. (OTCQX: MBLU) (the
“Company”), the parent of Morris Bank, today announced net income of $2.1 million for the
quarter ended September 30, 2022, representing a decrease of $4.7 million, or 69.11%, compared
to net income of $6.8 million for the quarter ended June 30, 2022. The company also announced
diluted earnings per share of $0.98 for the quarter, representing a 69.47% decrease from diluted
earnings per share of $3.21 for the prior quarter. Lower quarter over quarter net earnings were a
result of higher provision expense centered around one loan relationship that management
identified as having significant cash flow and collateral weaknesses. Management was proactive
in identifying and charging off all amounts owed under the relationship. The amount of this
charge-off was $3.1 million, which together with additional provision driven by loan growth
resulted in total provision expense for the quarter of $3.8 million versus $375 thousand in the
previous quarter.

“The company’s profitability was impacted during the quarter due to setting aside additional loan
loss reserves. Management is confident that this was an isolated incident and is not indicative of
weakness in our overall loan portfolio.” said Spence Mullis, CEO and Chairman. “Maintaining
strong credit quality, practices, and solid reserves is always front and center for our management
team, and we will continue to use this situation as an opportunity to improve. While credit costs
were higher during the quarter, the company’s core operating earnings remain solid.”

The bank’s net interest margin compressed slightly to 4.12% at September 30, 2022 from 4.14%
at June 30, 2022. Net interest income (before provision) during the quarter ending September
30, 2022 remained strong at $13.9 million and was in line with that of the prior quarter ending
June 30, 2022 of $14.1 million. Loans grew by $20.6 million during the quarter, an annualized
increase of 8.16%. Management has been pleased at how our lenders have been able to price
loans in this rising rate environment. The weighted average yield on new and renewed loans of
$139 million booked during the third quarter was 5.91% compared to the weighted average yield
of 4.71% on $208 million booked in the second quarter of 2022.

Total deposits were relatively unchanged between the second and third quarter. The bank
increased deposit rates in July, which resulted in an increase in the cost of funds of 27 basis
points for the quarter. Interest bearing demand deposits fell by $12 million and certificates of
deposit fell by $6 million during the quarter. Management expects increased pressure on the net
interest margin in future quarters due to continued competition for deposits in a rising rate
environment.



The Company’s total shareholders’ equity increased 0.44% to $160 million as of September 30,
2022, as compared to $159 million as of June 30, 2022. Tangible book value per share increased
to $70.01 as of September 30, 2022, a 0.70% increase from $69.52 per share on June 30, 2022.
On October 19, 2022, the board of directors approved a fourth quarter dividend of $0.44 per
share payable on or about December 15th to all shareholders of record as of November 15%
(unchanged from the dividends paid in the first and second quarters).

While the bank had higher credit charges during the quarter, overall asset quality improved as the
bank’s adversely classified coverage ratio improved to 5.59% as of September 30, 2022, versus
6.82% as of June 30, 2022. Provision for loan losses was $3.8 million for the quarter ended
September 30, 2022 versus $375 thousand for the quarter ending June 30, 2022. The bank’s
reserve as a percentage of total loans was 1.27% as of September 30, 2022, versus 1.24% as of
June 30, 2022.

“Our team is focused on finishing the year strong. We have invested in and are implementing
technology solutions that are targeted at growing core deposits and improving delivery channels
in retail lending. We believe these solutions will drive additional success for our customers and
the bank.” said Mullis.

Forward-looking Statements

Certain statements contained in this release may not be based on historical facts and are forward-
looking statements. These forward-looking statements may be identified by their reference to a
future period or periods or by the use of forward-looking terminology such as “anticipate,”
“believe,” “estimate,” “expect,” “may,” “might,” “will,” “would,” “could” or “intend.” We
caution you not to place undue reliance on the forward-looking statements contained in this news
release, in that actual results could differ materially from those indicated in such forward-looking
statements as a result of a variety of factors, including, among others, the business and economic
conditions; risks related to the integration of acquired businesses and any future acquisitions;
changes in management personnel; interest rate risk; ability to execute on planned expansion and
organic growth; credit risk and concentrations associated with the Company’s loan portfolio;
asset quality and loan charge-offs; inaccuracy of the assumptions and estimates management of
the Company makes in establishing reserves for probable loan losses and other estimates; lack of
liquidity; impairment of investment securities, goodwill or other intangible assets; the
Company’s risk management strategies; increased competition; system failures or failures to
prevent breaches of our network security; changes in federal tax law or policy; the impact of
recent and future legislative and regulatory changes; and increases in capital requirements. We
undertake no obligation to update these forward-looking statements to reflect events or
circumstances that occur after the date of this news release.
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MORRIS STATE BANCSHARES, INC.

AND SUBSIDIARIES

Consolidating Balance Sheet
September 30, 2022
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MORRIS STATE BANCSHARES, INC.
AND SUBSIDIARIES

Consolidating Statement of Income
for the Three Months Ended

September 30, June 30, September 30,
2022 2022 Change %0 Change 021
{Uremncht ad) (Urnanidited) (L ransdited)
Interest and Dividend Income:
Interest and 2= on loans 5 13401241 5 12916106 3 435135 378% 512842615
Interest income on secunties 1832931 1809274 73,657 407 1,530,691
Income on federal funds sold 58,422 18,380 40,042 217.86% 21,720
Income on time deposits held in other banlks 284517 145,331 139236 937 20479
Orther interest and divid end income 33,095 45185 3506 15450 51,191
Total inlerest and dividend income 15680306 14.938 330 41576 457 14 323 696
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Total inferast expense 1,734 343 333,543 330,400 96.21% S04.415
Mt interest ncome before provision for loan losses 13,945 083 14,054 337 {103.424) -0.7 %% 13421281
Less-prousion for loan losses 3. 730,000 375,000 3.375.000 D000 450,000
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Zalanes and emploves bensfits 4455343 4,516,545 (17.202) -0.38% 4 548,156
Crecvpancy and squipnent expenses, net 618367 343,815 74,552 13.71% 375,664
Loss (zain) onsales of Dreclosed assek and other mal estate 0a3 - 005 4,580
Loss on sales of premeses and equpment 20280 - 220280 -
Other expenses 3401150 2. 883.858 517202 17.048 2,740,932
Total noninterest expense 3.740.135 7044 218 m5017 10025 7.960.372
Income Before Income T axes 2563504 7,223,126 (4,554,132) -63.05% 6,346,683
FProviion for income taxss 368076 420,525 147151 34980 163,133
Net Imome 5 2100818 5 6802201 (4. 701 283) 6911% 5 6183330
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Bz 5 058 8 3.21 2.23) B4 S 254
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MORRIS STATE BANCSHARES, INC.
AND SUBSIDIARIES

Selected Financial Information

September 30 Jume 30, September 30,
2022 2022 2021
Dollars in thousand, except per share dam (Unaudited) (Unaodited) (Umnaodited)
Per Share Data

Basic Eamings per Common Share 5 (.93 321 § 203
Diluted Eammngs per Common Share 098 izl 203
Drvidends per Common Share 044 044 0.38
Boolk Value per Common Shars 7542 7497 67.09
Tangble B ook Value per Commmon Share 7001 6952 6236
Average Diluted Shared Cuzmnding $2,116463 $2.112305 § 2,102.876
End of Period Common Shares Cutstanding $2.116921 52120374 § 2100471
Amnualized Performance REatios (Bank Only)
Return on Average Asseis 0.80% 2.08% 197%
Return on Average Equity 634% 16.93% 16.56%
Equitv Assers 12.49% 12 44% 11.77%
Tield onEaming Assets 4.30% 4.20% 426%
Cost of Funds 043% 0.16% 0.17%
Net Inferest Margn 4.12% 4.14% 4.10%
Effidency Ratio 532.80% 48.06% 52.12%
Credit M etrics
Allowance for Loan Losses to Total Loans 27% 1.24% 137%
Allowance for Loan Lozzes to Total Loans™® 27% 1.24% 141%
Adverselv Classified Assefs to Tier 1 Capial
plus Allowance for Loan Losses 550% 6.82% 8.04%

* Excludes PPP Loans



