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INTRODUCTORY NOTE
Caution Concerning Forward-Looking Statements

This Quarterly Report on Form 10-Q contains “forward-looking statements” within the meaning of the Private Securities Litigation
Ref@fnl 995. These forward-looking statements include, among others, statements about our beliefs, plans, objectives, goals,

exipautttsoarsd intentions that are subject to significant risks and uncertainties and are subject to change based on various factors, many
wthich are beyond our control. The words “may,” “could,” “should,” “would,” “believe,” “anticipate,” “estimate,” “expect,” “intend,”
“teget,” “goal,” and similar expressions are intended to identify forward-looking

statements.

All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future results may differ materially

fhose set forth in our forward-looking

statements.

Our ability to achieve our financial objectives could be adversely affected by the factors discussed in detail in Part I, Item 2.
IMansgementds Analysis of Financial Condition and Results of Operations” and Part II, Item 1A. “Risk Factors” in this Quarterly Report
borm 10-Q and the following sections of our Annual Report on Form 10-K for the year ended December 31, 2021 (the “2021 Form 10-
f@))‘Introductory Note” in Part I, Item 1. “Business”; (b) “Risk Factors” in Part I, Item 1A, as updated in our subsequent quarterly reports
filed on Form 10-Q; and (c) “Introduction” in “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
Rart II, Item 7, as well

” < 2 ¢ ”

as:

e  our ability to successfully manage credit risk, interest rate risk, liquidity risk, and other risks inherent to our

e ihdustpact of legislative or regulatory changes on our

e  bhaingssin monetary and fiscal policies of the U.S.

o (hievierpautrtf inflation, interest rate, market and monetary fluctuations on our loan origination volumes and deposit

e phatfeboin consumer spending and saving habits;

o the effects of security breaches and computer viruses that may affect our computer systems or fraud related to debit card

e theduectsacy of our financial statement estimates and assumptions, including the estimates used for our allowance for credit
tlefersed tax asset valuation and pension

e plamges in accounting principles, policies, practices or

o thadetimesncy and magnitude of foreclosure of our

e thenstfects of our lack of a diversified loan portfolio, including the risks of geographic and industry

o domstmengtioofithe United States economy in general and the strength of the local economies in which we conduct operations;

e climate change and related legislative and regulatory initiatives may result in operational changes and expenditures that
sigrlificantly impact our

e  busidlesty to declare and pay dividends, the payment of which is subject to our capital

o ohgmgemienthp securities and real estate

e starkktsal changes in the markets for origination, sale and servicing of residential

o mmsgagety in the pricing of residential mortgage loans that we sell, as well as competition for the mortgage servicing rights related

these loans and related interest rate risk or price risk resulting from retaining mortgage servicing

o thghtsagnitude and duration of the ongoing COVID-19 pandemic and its impact on the global economy and financial market
andditions

o thesiffssts of natural disasters, harsh weather conditions (including hurricanes), widespread health emergencies, military
temdliistn, civil unrest or other geopolitical

e ouemfsility to comply with the extensive laws and regulations to which we are subject, including the laws for each jurisdiction where

we operate;

the willingness of clients to accept third-party products and services rather than our products and services and vice

iteesaased competition and its effect on

pevhinglpgical

abgages; publicity and the impact on our

prpwttiiend profitability of our noninterest

thedingited trading activity of our common

theakgncentration of ownership of our common

stek:risks described from time to time in our filings with the Securities and Exchange Commission;

end ability to manage the risks involved in the

foregoing.

However, other factors besides those listed Item 14 Risk or discussed in this Form 10-Q also could adversely affect our

amd you should not consider any such list of fatgrs-so be a complessusies,of all potential risks or uncertainties. Any forward-

doateingnts made by us or on our behalf speak only as of the date they are made. We do not undertake to update any forward-

boafeingnt, except as required by applicable law.



PART I. FINANCIAL INFORMATION
Item 1.

CAPITAL CITY BANK GROUP,
CONSOLIDATES.STATEMENTS OF FINANCIAL

CONDITION
(Unaudited)
June December
(Dollars in Thousands, Except Par 302022 31, 2021
KSBETS
Cash and Due From $ 91,209 $ 65,313
Betdsal Funds Sold and Interest Bearing 603,315 970,041
Depagiteash and Cash 694,524 1,035,354
Equivalents
Investment Securities, Available for Sale, at fair value (amortized cost of 643,679 and $660,732) 601,405 654,611
favestment Securities, Held to Maturity (fair value of 498,963 and $339,699) 528,258 339,601
Bquity Securities 900 861
Total Investment Securities 1,130,563 995,073
Loans Held For Sale, at fair 48,708 52,532
value
Loans Held for 2,213,653 1,931,465
Investmgie for Credit (21,281) (21,606)
L0888 Held for Investment, 2,192,372 1,909,859
Prlgritises and Equipment, 82,932 83,412
Hebdwill and Other Intangibles 93,173 93,253
Other Real Estate Owned 90 17
Other Assets 111,935 94,349
Total Assets $§ 4354297 $§ 4263849
LIABILITIES
Deposits:
Noninterest Bearing $ 1,724,671  $ 1,668,912
DeprsitBearing 2,061,587 2,043,950
Drepasits 3,786,258 3,712,862
Deposits
Short-Term Borrowings 39,463 34,557
Subordinated Notes 52,887 52,887
Bapeblcong-Term Borrowings 612 884
Other Liabilities 93,319 67,735
Total Liabilities 3,972,539 3,868,925
Temporary Equity 10,083 11,758
SHAREOWNERS’ EQUITY
Preferred Stock, $ 0.01 par value; 3,000,000 shares no shares issued and - -
Common Stock, $ 0.01 par value; 90,000,000uherézed; 16Wstndmand 16,892,060
shares issued and outstanding at June 30, 202%h@dZBdcember 31, 2021, 170 169
AtRbpRSNI Ghid-In 35,738 34,423
Rapitabd Earnings 376,532 364,788
Accumulated Other Comprehensive Loss, net of tax (40,765) (16,214)
Total Shareowners’ 371,675 383,166
EquilLiabilities, Temporary Equity, and Shareowners' $ 4,354,297 4,263,849

li:"ﬂg 1c%companying Notes to Consolidated Financial Statements are an integral part of these
statements.



CAPITAL CITY BANK GROUP,
CONSNEIDATED STATEMENTS OF INCOME

(Unaudited)
Three Months Ended Six Months Ended
June June

(Dollars in Thousands, Except Per Share 202230, 2021 202230, 2021
INEEREST INCOME
Loans, including Fees $ 24,072 $ 24,582 $ 46,205 $§ 47,932
Investment Securities:

Taxable 3,833 2,036 6,723 3,899

Tax 7 18 13 38
Fuhidee 81t 1,408 200 1,817 413
Total Interest Income 29,320 26,836 54,758 52,282
INTEREST EXPENSE
Deposits 266 208 490 416
Short-Term Borrowings 343 324 535 736
Subordinated Notes 370 308 687 615
Bakiableong-Term Borrowings 8 16 17 37
Total Interest Expense 987 856 1,729 1,804
NET INTEREST INCOME 28,333 25,980 53,029 50,478
Provision for Credit 1,542 (571) 1,542 (1,553)
Nessgiterest Income After Provision For Credit 26,791 26,551 51,487 52,031
Losses
NONINTEREST INCOME
Deposit Fees 5,447 4,236 10,638 8,507
Bank Card 4,034 3,998 7,797 7,616
Feealth Management Fees 4,403 3,274 10,473 6,364
Mortgage Banking Revenues 9,065 13,217 18,011 30,342
Other 1,954 1,748 3,302 3,470
Total Noninterest Income 24,903 26,473 50,721 56,299
NONINTEREST EXPENSE
Compensation 25,383 25,378 50,239 51,442
Occupancy, Net 6,075 5,973 12,168 11,940
Other Real Estate Owned, Net (29) (270) “4) (388)
Pension Settlement 169 2,000 378 2,000
Other 8,900 9,042 16,950 17,605
Total Noninterest Expense 40,498 42,123 79,731 82,599
INCOME BEFORE INCOME 11,196 10,901 22,477 25,731
ThAXESTax Expense 2,177 2,059 4,412 4,846
NET INCOME 9,019 8,842 18,065 20,885
Income Attributable to Noncontrolling (306) (1,415) (897) (3,952)
Interests
NET INCOME ATTRIBUTABLE TO COMMON $ 8,713 $§ 7,427 $ 17,168 $ 16,933
SHAREOWNERS
BASIC NET INCOME PER SHARE $ 051 $ 044 $ 1.01 $ 1.00
DILUTED NET INCOME PER SHARE $ 051§ 044 $ 1.01_$ 1.00_
Average Common Basic Shares 16,949 16,858 16,940 16,848
Kutsndidgmmon Diluted Shares 16,971 16,885 16,958 16,874
Outstanding

The accompanying Notes to Consolidated Financial Statements are an integral part of these
statements.



CAPITAL CITY BANK GROUP,
CONSOLIDATENSGTATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three Months Ended Six Months Ended
June June
(Dollars in Thousands) 2022 30, 2021 2022 30, 2021
NET INCOME ATTRIBUTABLE TO COMMON $ 8,713  § 7,427 $ 17,168 $ 16,933
SIOAREhWiDEREnsive (loss) income, before
tA¥estment Securities:
Change in net unrealized gain/loss on securities available for sale (10,714) (481) (36,158) (2,434)
Derivative:
Change in net unrealized gain on effective cash flow 1,161 919) 2,997 1,206
BégeeRNms:
Reclassification adjustment for service cost - - - 24
Actuarial - - - 166
Baifined benefit plan 169 2,000 378 2,000
selidem@énefit Plans 169 2,000 378 2,190
Other comprehensive (loss) income, before (9,384) 600 (32,783) 962
Daferred tax (benefit) expense related to other comprehensive (2,362) 152 (8,232) 243
@ﬁﬁﬁecomprehensive (loss) income, net of (7,022) 448 (24,551) 719
TOYAL COMPREHENSIVE INCOME (LOSS) $ 1,691 § 7875 $ (7,383) $§ 17,652

The accompanying Notes to Consolidated Financial Statements are an integral part of these
statements.



CAPITAL CITY BANK GROUP, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREOWNERS'

EQUITY (Unaudited)
Accumulated
Other
Additional Comprehensiv
Shares Common Paid-In Retained  (Loss)
(Dollars In Thousands, Except Share Outstanding  Stock Capital Earnings IIDNOIa¢, Total
Blghce, April 1, 2022 16,947,602 $ 169 $§ 35,188 $ 370,531 §Taxes(33743) 372,145
Net Income Attributable to Common - - - 8,713 - 8,713
Bhheed@omprehensive Loss, net of tax - - - - (7,022) (7,022)
Cash Dividends 0.1600 per share) - - - 2,712) - 2,712)
fock Based Compensation - - 244 - - 244
Stock Compensation Plan Transactions, net 11,678 1 306 - - 307
Balance, June 30, 16,959,280 $ 170 $ 35,738 $ 376,532 $ (40,765) 371,675
2022
Balance, April 1, 2021 16,851,878 $ 169 $§ 32804 $ 335324 § (43,871) 324,426
Net Income Attributable to Common - - - 7,427 - 7,427
Rbetagyiession to Temporary Equit§!) - - - 5,353 - 5,353
Other Comprehensive Income, net of tax - - - - 448 448
Cash Dividends 0.1500 per share) - - - (2,530) - (2,530)
Slock Based Compensation - - 219 - - 219
Stock Compensation Plan Transactions, net 22,401 - 537 - - 537
Balance, June 30, 16,874,279 $ 169 $ 33,560 $ 345574 $ (43,423) 335,880
2021
Balance, January 1, 2022 16,892,060 $ 169 $§ 34423 § 364,788 $ (16,214) 383,166
Net Income Attributable to Common - - - 17,168 - 17,168
Bhaseavaraprehensive Loss, net of tax - - - - (24,551) (24,551)
Cash Dividends 0.3200 per share) - - - (5,424) - (5,424)
Stock Based Compensation - - 489 - - 489
Stock Compensation Plan Transactions, net 67,220 1 826 - - 827
Balance, June 30, 16,959,280 § 170 § 35,738 $ 376,532 $ (40,765) 371,675
2022
Balance, January 1, 2021 16,790,573 § 168 $§ 32283 § 332528 § (44,142) 320,837
Net Income Attributable to Common - - - 16,933 - 16,933
Rletgosvhestion to Temporary Equit{) - - - 1,171 - 1,171
Other Comprehensive Income, net of tax - - - - 719 719
Cash Dividends 0.3000 per share) - - - (5,058) - (5,058)
Shock Based Compensation - - 438 - - 438
Stock Compensation Plan Transactions, net 83,706 1 839 - - 840
Balance, June 30, 16,874,279 $ 169 $§ 33,560 $ 345,574 § (43,423) 335,880

2021

) Adjustment to redemption value for non-controlling interest in Capital City Home Loans.

The accompanying Notes to Consolidated Financial Statements are an integral part of these

statements.



CAPITAL CITY BANK GROUP,
CONSOINDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Six Months Ended June
(Dollars in Thousands) 322 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income Attributable to Common $ 17,168  § 16,933
Bldjrsomvents to Reconcile Net Income to
Cash Provided by Operating Activities:
Provision for Credit 1,542 (1,553)
Losfspreciation 3,802 3,782
Amortization of Premiums, Discounts and Fees, net 5,545 5,946
Amortization of Intangible Asset 80 40
Pension Plan Settlement Charge 378 2,000
Originations of Loans Held-for-Sale (573,239) (877,613)
Proceeds From Sales of Loans Held-for- 595,074 941,173
SaléMortgage Banking Revenues (18,011) (30,342)
Net Additions for Capitalized Mortgage Servicing 1,358 ®)
Rigkthange in Valuation Provision for Mortgage Servicing Rights - (250)
Stock Compensation 489 438
Net Tax Benefit From Stock-Based Compensation (19) “)
Deferred Income Taxes (8,879) (469)
Net Change in Operating (72) (81)
Leaddst Gain on Sales and Write-Downs of Other Real Estate (26) (507)
OwNet Decrease (Increase) in Other Assets 845 9,789)
Net Increase in Other 22,040 2,472
NiabdlagasProvided By Operating Activities 48,075 52,168
CASH FLOWS FROM INVESTING
ACTHENITHER] to
MatBuityhases (218,548) (201,308)
Payments, Maturities, and Calls 28,111 44,238
Securities Available for Sale:
Purchases (37,044) (255,379)
Proceeds from Sale or 3,365 -
Secidginsents, Maturities, and Calls 47,413 94,911
Purchases of Loans Held for (174,779) (70,043)
Metegineeasse) Decrease in Loans Held for (109,806) 64,708
Rroesederdirom Sales of Other Real Estate 30 1,121
Buvakdses of Premises and Equipment (3,322) (3,215)
Noncontrolling Interest 2,573 3,464
Nen@iitigsed In Investing (462,007) (325,985)
CASHIFLOWS FROM FINANCING
NETIMETIES 73,396 229,361
Nepbsaease (Decrease) in Short-Term 4,784 (32,668)
Ropaywiags of Other Long-Term Borrowings (150) (1,123)
Dividends Paid (5,424) (5,058)
Issuance of Common Stock Under Purchase 496 570
Rlengash Provided By Financing Activities 73,102 191,082
NET DECREASE IN CASH AND CASH (340,830) (82,735)
Egyg}{(f‘ég&%ﬁuivalents at Beginning of Period 1,035,354 928,549
Cash and Cash Equivalents at End of Period $ 694,524 845,814
Supplemental Cash Flow
Dischosarsid $ 1,617 1,877
Income Taxes Paid $ 3.765 9.369
Noncash Investing and Financing
AttiwitieSransferred to Other Real Estate Owned $ 77 $ 998
The accompanying Notes to Consolidated Financial Statements are an integral part of these
statements.



CAPITAL CITY BANK GROUP,

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS

NOTE 1 - BUSINESS AND BASIS OF

PRESENTATION

Nature of . Capital City Bank Group, Inc. (“CCBG” or the “Company”) provides a full range of banking and
Rlatadgoryices to indbadkalgnd corporate clients through its subsidiary, Capital City Bank, with banking offices located in
Blevidia, and Alabama. The Company is subject to competition from other financial institutions, is subject to regulation by
gentainment agencies and undergoes periodic examinations by those regulatory

authorities.

Basis of . The consolidated financial statements in this Quarterly Report on Form 10-Q include the accounts of
Irdsienshiolly owned @BH(Giary, Capital City Bank (“CCB” or the “Bank™). All material inter-company transactions and
hageunden eliminated. Certain previously reported amounts have been reclassified to conform to the current year’s
presentation.

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally accepted
peaniptesgor interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X.
theyoddingtyinclude all of the information and notes required by generally acceptedaccounting principles for complete
ftatemoiadts. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a
fasentation have been included.

The Consolidated Statement of Financial Condition at December 31, 2021 has been derived from the audited consolidated
finaneiadts at that date, but does not include all of the information and notes required by generally accepted accounting principles
fomplete financial statements. For further information, refer to the consolidated financial statements and notes thereto included in
hempany’s annual report on Form 10-K for the year ended December 31,

2021.

Acquisition. On April 30, , anewly formed subsidiary of CCBG, Capital City Strategic Wealth, LLC (“CCSW”)
substantially all oZ0Rd assets of Swrqtaged Wealth Group, LLC and certain related businesses (“SWG”), including advisory,
aewviesurance carrier agreements, and the assignment of all related revenues thereof. Under the terms of the purchase
S3Erpentciples became officers of CCSW and will continue the operation of their ~ five offices in South Georgia offering

management services and comprehensive risk management and asset protection services foealihividuals and businesses. CCBG
$4.5 million in cash consideration and recorded goodwill of 2.8 million and a customer relationship intangible asset of — plaéd
$ $ million.

Accounting Standards

Updates
Accounting Standards Update (“ASU”) 2022-02, “Financial Instruments — Credit Losses (Topic . In March 2022, the

A26bunting Standards Board issued ASU 2022-02, "Financial Instruments — Credit Losses (Topic 326), Fioabkid|Debt
RudtMicttagaddisclosures”. ASU 2022-02 eliminates the accounting guidance for troubled debt restructurings("TDRs") in
Bteenianting odification (“ASC”) 310-40, "Receivables - Troubled Debt Restructurings by Creditors" for entities that have adopted
therent expected credit loss model introduced by ASU 2016-13, “Financial Instruments — Credit Losses (Topic 326): Measurement
6fredit Losses on Financial Instruments”. ASU 2022-02 also requires that public business entities disclose current-period
ghasge-offs by year of origination for financing receivables and net investments in leases withinthe scope of Subtopic 326-
2Binancial Instruments—Credit Losses—Measured at Amortized Cost". ASU 2022-02 is effective for the Company for fiscal
begraning after December 15, 2022, including interim periods within those fiscal years, with early adoption permitted. The
(Samphnying the effect that ASU 2022-02 will have on its consolidated financial statements and related

disclosures.



NOTE 2 - INVESTMENT SECURITIES

Investment Portfolio . The following table summarizes the amortized cost and related fair value of
Saempitiesiavailable-for-sale and se¢nviestmkald-to-maturity and the corresponding amounts of gross unrealized gains and
losses.

Available for Sale

Amortized Unrealized Unrealized Allowance for Fair
(Dollars in Thousands) Cost Gains Losses Credit Losses Value
June 30,
2082Government Treasury $ 189,686 $ -3 11,791 $ - $ 177,895
U.S. Government 219,936 336 9,588 - 210,684
Sgeassnd Political 47,626 9 5,269 ) 42,357
SubdivisioBacked Securities () 86,168 8 8,355 - 77,821
Corporate Debt 92,936 - 7,593 22) 85,321
BrhuriSesurities ) 7,327 - - - 7,327
Total $ 643,679 $ 353 ' § 42,596 $ (31) $ 601,405
December 31,
Y81 Government Treasury $ 190,409 $ 65 $ 2,606 $ - $ 187,868
U.S. Government 238,490 1,229 2,141 - 237,578
Stgearsnd Political 47,762 44 811 (15) 46,980
MbdpuisioBacked Securities () 89,440 27 598 - 88,869
Corporate Debt 87,537 10 1,304 21) 86,222
BriuriSesurities @ 7,094 - - - 7,094
Total $ 660,732 § 1,375 § 7,460 $ (36) $ 654,611

Held to Maturity
Amortized Unrealized Unrealized Fair

(Dollars in Thousands) Cost Gains Losses Value
June 30,
2082 Government Treasury $ 303379 $ - $ 13,671 $ 289,708
Mortgage-Backed Securities () 224,879 66 15,690 209,255
Total $ 528258 § 66 $ 29,361 $ 498,963
December 31,
2081 Government Treasury $ 115499 § - 3 1,622 $ 113,877
Mortgage-Backed Securities (1) 224,102 2,819 1,099 225,822
Total $ 339,601 $ 2,819 $ 2,721 $ 339,699

(D Comprised of residential mortgage-backed securities

) Includes Federal Home Loan Bank and Federal Reserve Bank stock, recorded at cost of $ 2.3 million and $ 5.1

respectively, at June 30, 2022 and 2.0 million and $ 5.1 million, respectively, at December 31, million,
2021.
At June 30, 2022, the investment portfolio had 0.9 million in equity securities. These securities do not have a readily
fair value and were not credit impaired. determinable

Securities with an amortized cost of  375.2 million and $463.8 million at June 30, 2022 and December 31, 2021, respectively,
Pledged to secure public deposits and for other were

purposes.

The Bank, as a member of the Federal Home Loan Bank of Atlanta (“FHLB”), is required to own capital stock in the FHLB
besedally upon the balances of residential and commercial real estate loans and FHLB advances. FHLB stock, which is included
ther securities, is pledged to secure FHLB advances. No ready market exists for this stock, and it has no quoted fair value;
hedeayetion of this stock has historically been at par

value.

As a member of the Federal Reserve Bank of Atlanta, the Bank is required to maintainstock in the Federal Reserve Bank of
Betadten a specified ratio relative to the Bank’s capital. Federal Reserve Bank stock is carried at cost.

10



Investment Sales. There were no significant sales of investment securities for the three or six monthsended June 30, 2022 or June

2021. 30,

Maturity Distribution . At June 30, 2022, the Company's investment securities had the following maturity distribution based
contractual maturity. BXpected maturities may differ from contractual maturities because borrowers may have the right to call

prepay obligations. Mortgage-backed securities and certain amortizing U.S. government agency securities are shown

beparatelhey are not due at a certain maturity

date.
Available for Sale Held to Maturity

(Dollars in Thousands) Amortized Amortized

Due in one year or ost 34031 $§ Value 31933  (Cost - § Value -
[Dse after one year through five 316,240 296,327 303,379 289,708
Paggsafter five year through ten 59,474 51,323 - -
Ma8rtgage-Backed Securities 86,168 77,821 224,879 209,255
U.S. Government 140,439 136,674 - -
RgeigySecurities 7,327 7,327 - -
Total $ 643,679 $ 601,405 $ 528,258 $ 498,963

11



Unrealized Losses on Investment The following table summarizes the available for sale investment securities
Saceaitzed losses aggregated by major securitwitlpe and length of time in a continuousunrealized loss
position:

Less Than Greater Than
12 Months 12 Months Total

Fair Unrealized Fair Unrealized Fair Unrealized
(Dollars in Thousands) Value Losses Value Losses Value Losses
June 30,
2A02dl1able for Sale
U.S. Government Treasury $ 115,930 $ 7,757 $ 61,965 $ 4,034 $ 177,895 $ 11,791
U.S. Government 129,675 7,137 43,349 2,451 173,024 9,588
Stgeacsnd Political 40,323 5,229 437 40 40,760 5,269
MbdpuisioBacked Securities 73,829 7,909 3,801 446 77,630 8,355
Corporate Debt 82,151 7,285 3,192 308 85,343 7,593
Peeuritics 441,908 35317 112,744 7,279 554,652 42,596
Held to Maturity
U.S. Government Treasury 284,789 13,375 4,919 296 289,708 13,671
Mortgage-Backed Securities 195,328 14,395 9,659 1,295 204,987 15,690
Total $ 480,117 $ 27,770 $ 14,578 $ 1,591 $ 494,695 $ 29,361
December 31,
A0%klable for Sale
U.S. Government Treasury $ 172,206 $ 2,606 $ -3 - $ 172,206 $ 2,606
U.S. Government 127,484 1,786 17,986 355 145,470 2,141
Stgearsnd Political 42,122 811 - - 42,122 811
MbdpuiséoBacked Securities 81,832 598 - - 81,832 598
Corporate Debt 69,354 1,304 - - 69,354 1,304
Peenrities $ 492,998 $ 7,105 $ 17,986 $ 355 $ 510,984 $ 7,460
Held to Maturity
U.S. Government Treasury 113,877 1,622 - - 113,877 1,622
Mortgage-Backed Securities 115,015 1,099 - - 115,015 1,099
Total $§ 228,892 $ 2,721 $ - $ - $ 228,892 $ 2,721
At June 30, 2022, there 833 positions (combined AFS and HTM) with unrealized losses totaling $ 72.0 million (see Note 2

Inersstment Securities in the Notes to Consolidated Financial Statements for detail by category). 87 of these-positions are U.S.

Treasury bonds and carry the full faith and credit of the U.S. Government. 621 are U.S. government agency securities issued by

government sponsored entities. We believe the long history of no credit losses ofgdvernment securities indicates that the

ofpextptipment of the amortized cost basis is zero. The 125 positions (Municipal securities and corporate bonds) have
oeaditidogponent. At June 30, 2022, all CMO, MBS, SBA, U.S. Agency, and U.S. Treasury bonds held were AAA rated. At June
3022, corporate debt securities had an allowance for credit losses of 22,000 and municipal securities had an allowance of  9,000.

$
Credit Quality
Indicators
The Company monitors the credit quality of its investment securities through various risk management procedures, including
thenitoring of credit ratings. A majority of the debt securities in the Company’s investment portfolio were issued by a
bbSernment entity or agency and are either explicitly or implicitly guaranteed by the U.S. government. The Company believes
tbag history of no credit losses on these securities indicates that the expectation of nonpayment of the amortized cost basis is
geo, if the U.S. government were to technically default. Further, certain municipal securities held by the Company have been
pefunded and secured by government guaranteed treasuries. Therefore, for the aforementioned securities, the Company does
agdess or record expected credit losses due to the zero loss assumption. The Company monitors the credit quality of its municipal
antporate securities portfolio via credit ratings which are updated on a quarterly basis. On a quarterly basis, municipal and
secpoita¢s in an unrealized loss position are evaluated to determine if the loss is attributable to credit related factors and if an
fidhooraditeloss is needed.
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NOTE 3 - LOANS HELD FOR INVESTMENT AND ALLOWANCE FOR CREDIT

LOSSES

Loan Portfolio . The composition of the held for investment (“HFI”) loan portfolio was as

Composition follows:

(Dollars in Thousands) June 30, December 31,

Commercial, Financial and $ 2022 247902 021 223,086

Realdgdtural- Construction 225,664 174,394

Real Estate — Commercial Mortgage 699,093 663,550

Real Estate — O} 484,975 360,021

Residestisd — Home Equity 194,658 187,821

Consumer (2 361,361 322,593
Loans Held For Investment, Net of Unearned $ 2,213,653 $ 1,931,465
Income

M) Includes loans in process balances of $ 7.2 million and $ 13.6 million at June 30, 2022 and December 31, 2021,
@ Includes overdraft balances of 1.5 million and $ 1.1 million aespaati®6)2022 and December 31, 2021,

3 respectively.
Net deferred loan costs, which include premiums on purchased loans, included in loans were 7.0 million at June 30, 2022 and 3.9
fhillion at December 31, $
2021.
Accrued interest receivable on loans which is excluded from amortized cost totaled 6.3 million at June 30, 2022 and 5.3 million
BPecember 31, 2021, and is reported separately in Other $ at
Assets.
The Company has pledged a blanket floating lien on all 1-4 family residential mortgageloans, commercial real estate mortgage
toahbpme equity loans to support available borrowing capacity at the FHLB of Atlanta and has pledged a blanket floating lien on
alnsumer loans, commercial loans, and construction loans to support available borrowing capacity at the Federal Reserve Bank
Aftlanta.

Loan Purchase and . The Company will periodically purchase newly originated 1-4 family real estate secured adjustable

Kdlas from Capital City Homte Loans (“CCHL”), a related party. Residential loan purchases from CCHL totaled 158.8 million and
$51.1 million for the six months ended June 30, 2022 and June 30, 2021, respectively, and were not credit impaired. In addition,
Compthey acquired commercial real estate loans that were not credit impaired from a third party bank totaling 15.0 million and $ 17.4
fhillion for the three months ended June 30, 2022 and June 30, 2021,

respectively.
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Allowance for Credit Losses . The methodology for estimating the amount of credit losses reported in the allowance for credit
(“ACL”) has two basic compbussets: first, an asset-specific component involving loans that do not share risk characteristics and

theasurement of expected credit losses for such individual loans; and second, a pooled component for expected credit losses for

pbddans that share similar risk characteristics. This allowance methodology is discussed further in Note 1 — Significant
Ralioiestinghe Company’s 2021 Form 10-K.

The following table details the activity in the allowance for credit losses by portfolio segment. Allocation of a portion of
tilowance to one category of loans does not preclude its availability to absorb losses in other

categories.
Commercial, Real Estate
Financial, Real Estate Commercial Real Estate Real Estate

(Dollars in Thousands) Agricultural Construction Mortgage Residential Home Equity Consumer Total

Three Months Ended

June 30, 2022

Beginning Balance $ 2,122 $ 2,596 $ 5392 $ 4,470 § 1,916 $ 4260 $ 20,756
Provision for Credit Losses 564 542 (396) 1,060 (223) 123 1,670
Charge-Offs (1,104) - - - - (1,193) (2,297)
Recoveries 59 - 56 115 67 855 1,152
Net (Charge-Offs) Recoveries (1,045) - 56 115 67 (338) (1,145)

Ending Balance $ 1,641 $ 3,138 $ 5,052 $ 5,645 $ 1,760  $ 4,045 $ 21,281

Six Months Ended

June 30, 2022

Beginning Balance $ 2,191 § 3,302 $ 5,810 $ 4,129 § 2,296 § 3,878 $ 21,606
Provision for Credit Losses 403 (172) (577) 1,374 (628) 1,191 1,591
Charge-Offs (1,177) - (266) - (33) (2,595) (4,071)
Recoveries 224 8 85 142 125 1,571 2,155
Net (Charge-Offs) Recoveries (953) 8 (181) 142 92 (1,024) (1,916)

Ending Balance $ 1,641 $ 3,138 $ 5,052 $ 5,645 $ 1,760 $ 4,045 $ 21,281

Three Months Ended

June 30, 2021

Beginning Balance $ 1,957 § 2,254 $ 6,956 $ 5204 $ 2,575 $ 3,080 $ 22,026
Provision for Credit Losses (56) 505 587 (1,030) (114) (76) (184)
Charge-Offs (32) - - (65) (74) (670) (841)
Recoveries 103 - 26 244 70 731 1,174
Net Charge-Offs 71 - 26 179 (4) 61 333

Ending Balance $ 1,972 $ 2,759 ' $ 7,569 $ 4353 § 2,457 $ 3,065 $ 22,175

Six Months Ended

June 30, 2021

Beginning Balance $ 2204 $ 2479 § 7,029 $ 5440 $ 3,111 $ 3,553 $ 23816
Provision for Credit Losses (370) 280 (131) (1,335) (769) (171) (2,496)
Charge-Offs (101) - - (71) (79) (1,726) (1,977)
Recoveries 239 - 671 319 194 1,409 2,832
Net Charge-Offs 138 - 671 248 115 317) 855

Ending Balance $ 1,972 $ 2,759 $ 7,569 $ 4,353 § 2,457 $ 3,065 $ 22,175

For the six months ended June 30, 2022, the allowance for HFI loans decreasedby

$1.6 million and net loan charge-offs of

0.3 million and reflected a provision expense

1.9 million. The decrease was driven by the retefase of reserves held for pandemic

losse$ that have not materialized to the extent pelsiteted partially offset by growth in reserves for strong new loan origination volume.
For the six months ended June 30, 2021, the allowance decreased
foan recoveries of 0.9 million. The decrease generally reflected impro$ing economic conditions, primarily a lower rate
inemployment and its pofential effect on rates of default, and strong net loan recoveries totaling
§cenarios are utilized to estimate probability of default and are weighted based on management’s estimate of probability. See Note 8
E€ommitments and Contingencies for information on the allowance for off-balance sheet credit

commitments.

1.6 million and reflected a provision benefit of 2.5 million and net
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Loan Portfolio Aging. A loan is defined as a past due loan when one full payment is past due or a contractual maturity is over 30

past due days
(“DPD”).
The following table presents the aging of the amortized cost basis in accruing past due loans by class of
loans.

30-59 60-89 90 + Total Total Nonaccrual Total
(Dollars in Thousands) DPD DPD DPD Past Current Loans Loans
June 30, Due
2®22mercial, Financial and $ 166 27 % -9 193 § 247,638 71 $ 247,902
Reajaiturel- Construction - - - - 225,664 - 225,664
Real Estate — Commercial Mortgage 358 - - 358 698,305 430 699,093
Real Estate — 236 - - 236 483,064 1,675 484,975
Residestied — Home Equity 225 - - 225 193,700 733 194,658
Consumer 1,906 636 - 2,542 358,587 232 361,361
Total $ 22891 663 $ - $ 3,554 $ 2,206,958 3,141 $ 2,213,653
December 31,
2@hkmercial, Financial and $ 100 23§ - 3 123 $§ 222,873 90 $ 223,086
Reaimmitutel Construction = = = = 174,394 = 174,394
Real Estate — Commercial Mortgage 151 - - 151 662,795 604 663,550
Real Estate — 365 151 - 516 357,408 2,097 360,021
Residestded — Home Equity 210 - - 210 186,292 1,319 187,821
Consumer 1,964 636 - 2,600 319,781 212 322,593
Total $ 2,790 810 $ - $§ 3,600 $ 1,923,543 4,322 $ 1,931,465

Nonaccrual Loans . Loans are generally placed on nonaccrual status if principal or interest payments become 90 days past due
management deemsutldéarollectability of the principal and/or interest to be doubtful. Loans are returned to accrual status when
préncipal and interest amounts contractually due are brought current or when future payments are reasonably assured.

The following table presents the amortized cost basis of loans in nonaccrual status and loans past due over 90 days and still on

becelds of loans.
June 30, December 31,
Nonaccrual  R@¥hccrual Nonaccrual 208bnaccrual
With No With 90 + With No With 90 +
(Dollars in Thousands) ACL ACL Stidaxecruing ACL ACL Stitays
Commercial, Financial and $ - 71 $ - 3 67 $ 23 fccruing
Realdddtutal- Construction - - - - -
Real Estate — Commercial Mortgage - 430 - - 604 -
Real Estate — 1,508 167 - 928 1,169 -
Residestied — Home Equity - 733 - 463 856 -
Consumer 232 - - 212 -
Total Nonaccrual Loans $ 1,508 $ 1,633 § - $ 1,458 § 2,864 § -
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Collateral Dependent The following table presents the amortized cost basis of collateral-dependent
Loans. loans.

June 30, December 31,
Real Est22022  Non Real Real F302t Non Real

(Dollars in Thousands) Secured Estagecured Secured Estagecured
Commercial, Financial and $ - 3 -3 - 3 67
Realdddtutal- Construction - - - -
Real Estate — Commercial Mortgage - - 455 -
Real Estate — 697 - 1,645 -
Residestd®d — Home Equity 598 - 649 -
Consumer - - - -

Total Collateral Dependent $ 1,295 $ - 3 2,749 $ 67

Loans

A loan is collateral dependent when the borrower is experiencing financial difficulty and repayment of the loan is dependent on
shdée or operation of the underlying collateral.

The Bank’s collateral dependent loan portfolio is comprised primarily of real estate secured loans, collateralized by either

oesedentiedrcial collateral types. The loans are carried at fair value based on current values determined byeither independent

apnagsalsl evaluations, adjusted for selling costs or other amounts to be deducted when estimating expected net sales

proceeds.

Residential Real Estate Loans In Process of . At June 30, 2022 and December 31, 2021, the Company had 0.8

Hod&0o9umallion, respectively, in 1-4 family residential re$l estate loans for which formal foreclosure proceedings were in million
process.

Troubled Debt Restructurings At June 30, 2022, the Company had 6.7 million in TDRs, all of which were performing

atdd®arige with the modified terms. At D8cember 31, 2021, the Company had 8 fhmillion in TDRs, of which 7.6 million were

Performing in accordance with modified terms. For TDRs, the Company estimated 0.3 million of credit loss reserves at June

%022 and December 31, 30,

2021.

The modifications made to TDRs involved either an extension of the loan term, a principal moratorium,a reduction in the interest

oata,combination thereof. For the three and six months ended June 30, 2022, there no loans modified. For the three and six

wiereths ended June 30, 2021, there one loan modified with a recorded investment of 0.1 million and three loans modified with a

weedrded investment of $ 0.6 million, respectdvely. For the six month periods ended June 30, 2022 and June 30, 2021, there no

loans classified as TDRs, forwdrich there was a payment default and the loans were modified within the 12 months prior to

default.

Credit Risk . The Company has adopted comprehensive lending policies, underwriting standards and loan

Posederssidesigned to maavieiwe loan income within an acceptablelevel of risk. Management and the Board of Directors review

apgrove these policies and procedures on a regular basis (at least annually).

Reporting systems are used to monitor loan originations, loan quality, concentrations of credit, loan delinquencies and
tenpeafelpongtial problem loans. Management and the Credit Risk Oversight Committee periodically review our lines of business
toonitor asset quality trends and the appropriateness of credit policies. In addition, total borrower exposure limits are established and
concentration risk is monitored. As part of this process, the overall composition of the portfolio is reviewed to gauge
divgskiftdiginirconcentrations, industry group, loan type, geographic area, or other relevant classifications of loans. Specific
s¢gheehdan portfolio are monitored and reported to the Board on a quarterly basis and have strategic plans in place to

Bypltapproved credit policies governing exposure limits and underwriting standards. Detailed below are the types of loans
#igl@ompany’s loan portfolio and risk characteristics unique to each.

Commercial, Financial, and Agricultural — Loans in this category are primarily made based on identified cash flows of the
hathoswessideration given to underlying collateral and personal or other guarantees. Lending policy establishes debt service
catveragets that require a borrower’s cash flow to be sufficient to cover principal and interest payments on all new and existing debt.
The majority of these loans are secured by the assets being financed or other business assets such as accounts receivable, inventory,
oquipment. Collateral values are determined based upon third party appraisals and evaluations. Loan to value ratios at origination
governed by established policy guidelines.
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Real Estate Construction — Loans in this category consist of short-term construction loans, revolving and non-revolving credit
hmésonstruction/permanent loans made to individuals and investors to finance the acquisition, development, construction
gghabilitation of real property. These loans are primarily made based on identified cash flows of the borrower or project and
generadlpy the property being financed, including 1-4 family residential properties and commercial properties that are either
owaugried or investment in nature. These properties may include either vacant or improved property. Construction loans are
Basedalbon estimates of costs and value associated with the completed project. Collateral values are determined based upon
fairy appraisals and evaluations. Loan to value ratios at origination are governed by established policy guidelines. The
dishurdstfimn¢onstruction loans is made in relation to the progress of the projectand as such these loans are closely monitored by
eite inspections.

Real Estate Commercial Mortgage — Loans in this category consists of commercial mortgage loans secured by property that is
eithair-occupied or investment in nature. These loans are primarily made based on identified cash flows of the borrower or
pasfeconsideration given to underlying real estate collateral and personal guarantees. Lending policy establishes debt
semdrage ratios and loan to value ratios specific to the property type. Collateral values are determined based upon third
pppifaisals and evaluations.

Real Estate Residential — Residential mortgage loans held in the Company’s loan portfolio are made to borrowers that demonstrate
ility to make scheduled payments with full consideration to underwriting factors such as current income, employment status, current
assets, and other financial resources, credit history, and the value of the collateral. Collateral consists of mortgage liens on 1-4
fesadbntial properties. Collateral values are determined based upon third party appraisals and evaluations. The Company does
ooiginate sub-prime loans.

Real Estate Home Equity — Home equity loans and lines are made to qualified individuals for legitimate purposes generally
bscseaibr or junior mortgage liens on owner-occupied 1-4 family homes or vacation homes. Borrower qualifications
favhrdble credit history combined with supportive income and debt ratio requirements and combined loan to value ratios
wstthlished policy guidelines. Collateral values are determined based upon third party appraisals and evaluations.

Consumer Loans — This loan portfolio includes personal installment loans, direct and indirect automobile financing, and
tivesdodiftredit. The majority of the consumer loan category consists of direct and indirect automobile loans. Lending
pothibjishes maximum debt to income ratios, minimum credit scores, and includes guidelines for verification of applicants’ income
neebipt of credit

reports.

Credit Quality . As part of the ongoing monitoring of the Company’s loan portfolio quality, management categorizes
Inthiaaskrsategories based doarslevant information about the ability of borrowers to service their debt such as: current
finfangiation, historical payment performance, credit documentation, and current economic and market trends, among

tthtors. Risk ratings are assigned to each loan and revised as needed through established monitoring procedures for individual
telationships over a predetermined amount and review of smaller balance homogenous loan pools. The Company uses the
defudtietsw for categorizing and managing its criticized loans. Loans categorized as “Pass” do not meet the criteria set forth
brtbare not considered

criticized.

Special Mention — Loans in this category are presently protected from loss, but weaknesses are apparent which, if not corrected,
caudd future problems. Loans in this category may not meet required underwriting criteria and have no mitigating factors. More
themrdinary amount of attention is warranted for these

loans.

Substandard — Loans in this category exhibit well-defined weaknesses that would typically bring normal repayment into
Jeogrerdyans are no longer adequately protected due to well-defined weaknesses that affect the repayment capacity of

Buarower. The possibility of loss is much more evident and above average supervision is required for these

loans.

Doubtful — Loans in this category have all the weaknesses inherent in a loan categorized as Substandard, with the characteristic
thetweaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and values,
higlstjonable and

improbable.

Performing/Nonperforming — Loans within certain homogenous loan pools (home equity and consumer) are not individually
hextiemeadionitored for credit quality via the aging status of the loan and by payment activity. The performing or nonperforming
sgatpslated on an on-going basis dependent upon improvement and deterioration in credit

quality.
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The following table summarizes gross loans held for investment atJune 30, 2022 by years of origination and internally assigned
cisddititings (refer to Credit Risk Management section for detail on risk rating

system).

Term Loans by Origination Revolving
(Dollars in Thousands) 2022 2021 Year 2020 2019 2018 Prior Loans Total
Commercial, Financial,
Agriculture:
Pass $ 498387 $§ 54079 $ 25439 $§ 21,041 $ 15004 $ 15218 $ 66,828 § 247,496
Special Mention - - - 9 - 23 117 149
Substandard - - 8 - 122 127 - 257
Total $§ 49887 $§ 54079 $§ 25447 $§ 21,050 $§ 15,126 $ 15368 $ 66,945 $ 247902
Real Estate
Construction:
Pass $ 57643 $ 107,385 § 48432 § 8,482 §$ - 8 126 $ 2,905 $ 224,973
Special Mention - - 691 - - - - 691
Total § 570643 $ 107385 $§ 49,123 § 8482 § - 3 126 $ 2,905 $ 225,664
Real Estate
Commercial Mortgage:
Pass $ 124927 $ 155769 $ 116,218 $ 66,400 $ 67,022 $ 119,767 $ 25,115 § 675,218
Special Mention 224 1,133 235 1,740 742 6,862 1,493 12,429
Substandard 7,510 1,788 402 631 - 1,047 68 11,446
Total $ 132,661 $ 158,690 $ 116855 $ 68771 $ 67,764 $ 127,676 $ 26,676 $ 699,093
Real Estate -
Rgsidential: $ 183,113 $ 106,587 $ 51,210 $ 31,925 $§ 22,142 § 74,104 $ 7,508 $ 476,589
Special Mention 59 - 130 17 59 562 - 827
Substandard 119 1,076 976 935 895 3,558 - 7,559
Total § 183291 $ 107,663 $§ 52316 § 32,877 $§ 2309 $ 78224 § 7,508 $ 484,975
Real Estate -
Houity:
Performing $ 29 $ 133§ 13§ 299 % 154 $ 2,101 $ 191,196 $ 193,925
Nonperforming - - - 16 - - 717 733
Total $ 29 $ 133§ 13 3 315 $ 154 $ 2,101 $ 191913 $ 194,658
Consumer:
Performing $ 112,549 $ 139,965 $ 48931 § 28,715 $ 18,005 $ 7,544 $ 5,420 $ 361,129
Nonperforming 22 56 56 47 38 13 - 232
Total $ 112571 $ 140,021 § 48987 § 28762 $§ 18,043 $ 7,557 $ 5420 § 361,361
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NOTE 4 - MORTGAGE BANKING

ACTIVITIES

The Company’s mortgage banking activities include mandatory delivery loan sales, forward sales contracts used to manage
teardpmpiiine price risk, utilization of warehouse lines to fund secondary market residential loan closings, and residential

Beovigage.

Residential Mortgage Loan

Production

The Company originates, markets, and services conventional and government-sponsored residential mortgage loans.
Coafenatiing fixed rate residential mortgage loans are held for sale in thesecondary market and non-conforming and adjustable-
res¢dential mortgage loans may be held for investment. The volume of residential mortgage loans originated for sale and
seackgdaices are the primary drivers of origination

revenue.

Residential mortgage loan commitments are generally outstanding for 30 to 90 days, which represents the typical period
Gmmmitment to originate a residential mortgage loan to when the closed loan is sold to an investor. Residential mortgage
beammitments are subject to both credit and price risk. Credit risk is managed through underwriting policies and procedures,
ondlathirad requirements, which are generally accepted by the secondary loan markets. Price risk is primarily related to interest
fhdetuations and is partially managed through forward sales of residential mortgage-backed securities (primarily to-be
aanutiesdor TBAs) or mandatory delivery commitments with investors.

The unpaid principal balance of residential mortgage loans held for sale,notional amounts of derivative contracts related to
mesidgagalloan commitments and forward contract sales and their related fair values are set- forth
below.

June 30, December 31,
Unpaid Prﬁlﬁﬁal Unpaid N;ﬂcipal
(Dollars in Thousands) Balance/Notional Fair Balance/Notional Fair
Residential Mortgage Loans Held for $ 47,805 § Value4g 708 § 50,733 § Values2 532
Ralddential Mortgage Loan Commitments ("IRLCs") (D 62,201 934 51,883 1,258
Forward Sales @ 31,500 (45) 48,000 (@)
Contracts $ 49,597 $ 53,783
(WRecorded in other assets at fair
@Relusrded in other assets and other liabilities at fair value at June 30, 2022 and December 31, 2021,
respectively
The Company had no residential mortgage loans held for sale that were 90 days or more outstanding or onnonaccrual at June
2022, and loans held fdf)sale that were 30-69 days outstanding totaled 0.2 million at December 31, 2021.
$
Mortgage banking revenue was as follows:
Three Months Ended June Six Months Ended
(Dollars in Thousands) 30, 2022 2021 Jupgr 2021
Net realized gains on sales of mortgage $ 4,800 $ 13,534  § 9,935 §$ 27,958
Nenshange in unrealized gain on mortgage loans held for 79 532 (895) (1,499)
»ade change in the fair value of mortgage loan (183) (458) (324) (2,301)
Wm@?ﬁ the fair value of forward sales contracts (896) (1,446) (38) 817
Pair-Offs on net settlement of forward sales 1,954 (476) 4,209 2,835
doBEtage servicing rights additions 1,457 453 2,088 640
Net origination fees 1,854 1,078 3,036 1,892
Total mortgage banking revenues $ 9,065 $ 13,217 $ 18,011 § 30,342
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Residential Mortgage

Servicing

The Company may retain the right to service residential mortgage loans sold. The unpaid principal balance of loans serviced
tohers is the primary driver of servicing

revenue.

The following represents a summary of mortgage servicing

rights.

(Dollars in Thousands) June 30, December 31,

Number of residential mortgage loans serviced for 2022 2,555 2021 2,106
Othestanding principal balance of residential mortgage loans serviced for $ 703,537 $ 532,967
Wheshted average interest 3.70% 3.59%
Régnaining contractual term (in 323 317
months)

Conforming conventional loans serviced by the Company are sold to FNMA on a non-recourse basis, whereby foreclosure losses
gamerally the responsibility of FNMA and not the Company. The government loans serviced by the Company are secured

(BMMgh, whereby the Company is insured against loss by the Federal Housing Administration or partially guaranteed against loss

the Veterans Administration. At June 30, 2022, the servicing portfolio balance consisted of the following loan types: FNMA 50%),
GNMA 7%), and private investor 43%). FNMA and private investor loans are structured as actual/actual payment remittance.

( (

The Company had $ 0.4 million and $2.0 million in delinquent residential mortgage loans currently in GNMA pools serviced by
Company at June 30, 2022 and DecembertBé&, 2021, respectively. The right to repurchase these loans and the corresponding

habBityn recorded in other assets and other liabilities, respectively, in the Consolidated Statement of Financial Condition. For

theee and six months ended June 30, 2022, the Company repurchased 0.6 million and $ 1.0 million in delinquent residential

Burrently in GNMA pools. For the three and six months ended June 30, 2021, the Company rdpanshased 0.7 million and $2.2
fhillion, respectively, in delinquent residential loans in GNMA pools. When delinquent residential loans are repurchased,

hempany has the intention to modify their terms and include the loans in new GNMA pools.

Activity in the capitalized mortgage servicing rights was as

follows:

Three Months Ended June Six Months Ended June
(Dollars in Thousands) 30,5022 2021 30,2022 2021
Beginning balance $ 4,001 $ 3,583 §$ 3,774  $ 3,452
Additions due to loans sold with servicing 1,457 453 2,088 640
BéétRshs and amortization (372) (326) (776) (632)
Valuation allowance reversal - - - 250
Ending balance $ 5,086 $ 3,710 $ 5,086 § 3,710

The Company did not record any permanent impairment losses on mortgage servicing rights for the three months ended June 30,
and June 30, 2021. 2022

The key unobservable inputs used in determining the fair value of the Company’s mortgage servicing rights were as
follows:

June 30, December 31,
Minim932 Maximum Min?#iim Maximum
Discount rates 9.00% 11.00% 11.00% 15.00%
Annual prepayment 9.46% 11.54% 11.98% 23.79%
€neadsf servicing (per loan) $ 65 $ 138 $ 60 $ 73

Changes in residential mortgage interest rates directly affect the prepayment speeds used in valuing the Company’s
seovigage rights. A separate third party model is used to estimate prepayment speeds based on interest rates, housing turnover
watémated loan curtailment, anticipated defaults, and other relevant factors. The weighted average annual prepayment speed
W8 % at June 30, 2022 15.85% at December 31, 2021.

and
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Warehouse Line

Borrowings
The Company has the following warehouse lines of credit and master repurchase agreements with various financial institutions at
Jtne
2022.

Amounts
(Dollars in Thousands) Outstanding
$75 million master repurchase agreement without defined expiration. Interest is at the Prime rate 1.00% 12.657
to plmgnii90%, with a floor rate  3.25%. A cash pledge deposit of $ 0.5 million is required by the ?

of lender.

$75 million warehouse line of credit agreement expiring ~ November 2022. Interest is at the SOFR 22333
2.250m, to 3.25%. plus i
Total Warehouse $ 34,990
Borrowings
Warehouse line borrowings are classified as short-term borrowings. At December 31, 2021, warehouse line borrowings totaled 29.0

fhillion. At June 30, 2022, the Company had residential mortgage loans held for sale and construction loans held for

pledsrdent collateral under the above warehouse lines of credit and master repurchase agreements. The above agreements also
comtaiants which include certain financial requirements, including maintenance of minimum tangible net worth, minimum
higpetd, and maximum debt to net worth ratio, as defined in the agreements. The Company was in compliance with all significant
debtnants at June 30, 2022.

The Company has extended a 50 million warehouse line of credit to CCHL,  51% owned subsidiary entity. Balances
fransactions under this line of credia are eliminated in the Company’s consolidated fanchcial statements and thus not included in
theal short term borrowings noted on the Consolidated Statement of Financial Condition. The balance of this line of credit at June
3022 and December 31, 2021 was  13.3 million and $ 14.8 million, respectively.

$

NOTE 5 - DERIVATIVES

The Company enters into derivative financial instruments to manage exposures that arise from business activities that result in
theeipt or payment of future known and uncertain cash amounts, the value of which are determined by interest rates. The
Qemvpsive’ §inancial instruments are used to manage differences in the amount, timing, and duration of the Company’s known
oxpected cash receipts and its known or expected cash payments principallyrelated to the Company’s subordinated debt.

Cash Flow Hedges of Interest Rate Risk

Interest rate swaps with notional amounts totaling 30 million at June 30, 2022 were designed as a cash flow hedge for

#ebt. Under the swap arrangement, the Company will psuberdkeatédterest rate 2.50% and receive a variable interest rate based
tifree-month LIBOR plus a weighted average margin 1.83%. on

of

For derivatives designated and that qualify as cash flow hedges of interest rate risk, the gain or loss on the derivative is recorded
#iecumulated other comprehensive income (“AOCI”) and subsequently reclassified into interest expense in the same period(s)
diriclg the hedged transaction affects earnings. Amounts reported in accumulated other comprehensive income related to
dativtineassified to interest expense as interest payments are made on the Company’s variable-rate subordinated

debt.

The following table reflects the cash flow hedges included in the consolidated statements of financial

condition

Statement of Financial Notional Fair Weighted
(Dollars in Thousands) Condition Location Amount Value Aviitagety
June 30, (Years)
2022est rate swaps related to subordinated Other Assets $ 30,000 $ 5,046 8.0
debt
December 31,
20R%est rate swaps related to subordinated Other Assets $ 30,000 $ 2,050 8.5
debt
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The following table presents the net gains (losses) recorded in AOCI and the consolidated statements of income related to the
sl derivative instruments (interest rate swaps related to subordinated debt) for the three and six months ended June 30, 2022
dnde 30,

2021.

Amount of Amount of

(Goin) (L)

(Dollars in Thousands) Category RecogpigesiC1 frifecleified
Three months ended June 30, Interest expense $ 867 $lncome 26
2022e months ended June 30, Interest expense (686) (37N
2021
Six months ended June 30, Interest expense $ 2,237 $ 2)
8 Zonths ended June 30, Interest expense 900 (70)
2021

The Company estimates there will be approximately 0.7 million reclassified as a decrease to interest expense within the next
fhonths. 12

The Company had a collateral liability of 5.3 million and $2.0 million at June 30, 2022 and December 31, 2021,
$ respectively.
NOTE 6 - LEASES

Operating leases in which the Company is the lessee are recorded as operating lease right of use (“ROU”) assets and
bipbrtitieg, included in other assets and liabilities, respectively, on its Consolidated Statement of Financial Condition.

The Company’s operating leases primarily relate to banking offices with remaining lease terms 1 to 43 years. The Company’s
feasas are not complex and do not contain residual value guarantees, variable lease payments, or significant assumptions or
jnddenenapplying the requirements of Topic 842.  Operating leases with an initial term of 12 months or less are not recorded on
Consolidated Statement of Financial Condition and e related lease expense is recognized on a straight-line basis over the lease
tetrfune 30, 2022, the operating lease ROU assets and liabilities were ~ 11.9 million and $ 12.5 million, respectively. At December
8021, ROU assets and liabilities were ~ 11.5 million and $ 12.2 million, respectively. The Comphny does not have any finance leases
8r any significant lessor

agreements.

The table below summarizes our lease expense and other information related to the Company’s operating

leases.

Three Months Ended Six Months Ended
June June

(Dollars in Thousands) 2022 30, 2021 2022 30, 2021
Operating lease expense $ 391 § 362§ 775 $ 706
Short-term lease expense 159 170 337 310
Total lease expense $ 550 $ 532§ L112 § 1,016
Other information:
Cash paid for amounts included in the measurement of lease
ORilikiess cash flows from operating $ 435 $ 402 $ 864 § 786
Risks of-use assets obtained in exchange for new operating lease 600 440 1,192 515
liabilities
Weighted average remaining lease term — operating leases (in 24.5 25.1 24.5 25.1
Weaighted average discount rate — operating 2.2% 2.0% 2.2% 2.0%
leases
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The table below summarizes the maturity of remaining lease

liabilities:

(Dollars in Thousands) June 30,

2022 $ 2022 1,717
2023 1,715
2024 1,470
2025 1,249
2026 1,122
2027 and thereafter 11,731

Total $ 19,004

Less: Interest (6,503)
Present Value of Lease $ 12,501

liability

At June 30, 2022, the Company had three additional operating lease obligations for banking offices (to be constructed) that have

yot commenced. These leases have payments totaling $ 9.3 million based on the initial contract terms 15

banking offices are expected to commence after the construetfon periods end, which are each expected to ogearsduring the

foartier of 2022 and the first quarter of
2023.

A related party is the lessor in an operating lease with the Company. The Company’s minimum payment is

through 2024, for an aggregate remaining obligation of
$

NOTE 7 - EMPLOYEE BENEFIT

PLANS

0.5 million at June 30,
2022.

The Company has a defined benefit pension plan covering substantially all full-timeand eligible part-time associates and
Supplemental Executive Retirement Plan (“SERP”) and a Supplemental Executive Retirement Plan II (“SERP II”) covering
isecutive officers. The defined benefit plan was amended in December 2019 to remove plan eligibility for new associates hired
Efegeember 31, 2019. The SERP Il was adopted by the Company’s Board on May 21, 2020 and covers certain executive officers

thate not covered by the SERP.

The components of the net periodic benefit cost for the Company's qualified benefit pension plan were as

. Payments for the

0.2 million annually

follows:

Three Months Ended June Six Months Ended June
(Dollars in Thousands) 30,2022 2021 38022 2021
Service Cost $ 1,572 $ 1,743 3,145  § 3,486
Interest Cost 1,166 1,221 2,333 2,442
Expected Return on Plan (2,675) (2,787) (5,351) (5,574)
PussetService Cost 4 4 8 8
Naarbigation 428 1,691 857 3,382
PanoisizSietement 169 2,000 378 2,000
Net Periodic Benefit $ 664 $ 3,872 1,370  § 5,744
Cost
Discount Rate 3.11% 2.88% 3.11% 2.88%
Long-term Rate of Return on 6.75% 6.75% 6.75% 6.75%
Assets
The components of the net periodic benefit cost for the Company's SERP and SERP II were as follows:

Three Months Ended June Six Months Ended June
(Dollars in Thousands) 30,2022 2021 38022 2021
Service Cost $ 8 9 16 $ 18
Interest Cost 79 61 158 120
Prior Service Cost 69 69 138 88
Nerqrggation 180 243 360 441
Nar@éigatinnBenefit $ 336§ 382 672 $ 667
Cost
Discount Rate 2.80% 2.38% 2.80% 2.38%
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The service cost component of net periodic benefit cost is reflected in compensation expense in the accompanying statements
ofcome. The other components of net periodic cost are included in “other” within the noninterest expense category in the statements

of income.

NOTE 8 - COMMITMENTS AND

CONTINGENCIES

Lending . The Company is a party to financial instruments with off-balance sheet risks in the normal course of
Gomeettthenfinancing nbedsmefsts clients. These financial instruments consist of commitments to extend credit and standby letters
ofedit.

The Company’s maximum exposure to credit loss under standby letters of credit and commitments to extend credit is represented
the contractual amount of those instruments. The Company uses the same credit policies in establishing commitments and
{ssteimgof credit as it does for on-balance sheet instruments. The amounts associated with the Company’s off-balance

shdggations were as follows:

June 30, December 31,
. . 20%7. . . 2021 .
(Dollars in Thousands) Fixed ariable Total Fixed Variable Total
Commitments to Extend 0] $ 215601 $ 515886 $ 731,487 $ 217,531 $ 505,897 § 723,428
Staddby Letters of 6,196 - 6,196 5,205 - 5,205
Credigtal $ 221,797 $§ 515886 § 737,683 § 222,736 $ 505,897 $ 728,633

() Commitments include unfunded loans, revolving lines of credit, and off-balance sheet residential loan

commitments.
Commitments to extend credit are agreements to lend to a client so long as there is no violation of any condition established in
tontract. Commitments generally have fixed expiration dates or other termination clauses and may require payment of a fee.
fiaeg of the commitments are expected to expire without being drawn upon, the total commitment amounts do not

eeessentlfuture cash requirements.

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a client to a
far. The credit risk involved in issuing letters of credit is essentially the same as that involved in extending loan facilities.
beneral, management does not anticipate any material losses as a result of participating in these types of transactions. However,
posential losses arising from such transactions are reserved for in the same manneras management reserves for its other
taedities.

For both on- and off-balance sheet financial instruments, the Company requires collateral to support such instruments when it
ideemed necessary. The Company evaluates each client’s creditworthiness on a case-by-case basis. The amount of
obthterdlupon extension of credit is based on management’s credit evaluation of the counterparty. Collateral held varies, but
inajude deposits held in financial institutions; U.S. Treasury securities; other marketable securities; real estate; accounts
progistblglant and equipment; and inventory.

The allowance for credit losses for off-balance sheet credit commitments that are not unconditionally cancellable by the bank
wljusted as a provision for credit loss expense and is recorded in other liabilities. The following table shows the activity in
tilowance.

Three Months Ended June Six Months Ended June
(Dollars in Thousands) 30,2022 2021 30022 2021
Beginning Balance $ 2,976 $ 2974 $ 2,897 $ 1,644
Provision for Credit (123) (387) (44) 943
Losmtding Balance $ 2,853 §$ 2,587 $ 2,853 §$ 2,587

Other Commitments. In the normal course of business, the Company enters into lease commitments which are classified as
leases. See Note 6 — Lopsratfagadditional information on the maturity of the Company’s operating lease commitments.
therBempaniey has an outstanding commitment of up to 1.0 million in a bank tech venture capital fund focused on finding and
fechnology solutions for community banks. At June 30, 2022fthdiigmpany had contributed 0.2 million, and at December 31,
the Company had contributed $ 0.1 million of the commitment. 2021,

Contingencies . The Company is a party to lawsuits and claims arising out of the normal course of business. In management's
there are no knopinipanding claims or litigation, the outcome of which would, individually or in the aggregate, have a material
offeht consolidated results of operations, financial position, or cash flows of the
Company.
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Indemnification . The Company is a member of the Visa U.S.A. network. Visa U.S.A member banks are required
{Rbbgutibpthe Visa U.S.A. ftetwork for potential future settlement of certain litigation (the “Covered Litigation”) that relates to
aatitrabt lawsuits challenging the practices of Visa and MasterCard International. In 2008, the Company, as a member of the
ViSaA. network, obtained Class B shares of Visa, Inc. upon its initial public offering. Since its initial public offering, Visa, Inc.
hasded a litigation reserve for the Covered Litigation resulting in a reduction in the Class B shares held by the Company. During
fhst quarter of 2011, the Company sold its remaining Class B shares. Associated with this sale, the Company entered into a
swiafract with the purchaser of the shares that requires a payment to the counterparty in the event that Visa, Inc. makes
subisdquend the conversion ratio for its Class B shares. In the second quarter of 2022, Visa, Inc. funded the litigation reserve and
thare conversion ratio was reduced and a $ 0.2 million swap liability was recorded. Conversion ratio payments and ongoing
quarterly charges are reflected in earnings in thdipedod incurred. Fixed charges included in the swap liability are payable
quaitelibylitigation reserve is fully liquidated and at which time the aforementioned swap contract will be terminated. Quarterly
fixgahents approximate $ 0.2 million.

NOTE 9 - FAIR VALUE
MEASUREMENTS
The fair value of an asset or liability is the price that would be received to sell that asset or paido transfer that liability in an
trdexdytion occurring in the principal market (or most advantageous market in the absence of a principal market) for such asset
tinbility. In estimating fair value, the Company utilizes valuation techniques that are consistent with the market approach, the
#ipprowch and/or the cost approach. Such valuation techniques are consistently applied. Inputs to valuation techniques include
tlssumptions that market participants would use in pricing an asset or liability. ASC Topic 820 establishes a fair value hierarchy
fatuation inputs that gives the highest priority to quoted prices in active marketsfor identical assets or liabilities and the
privesty to unobservable inputs. The fair value hierarchy is as
follows:

e Level I Inputs Unadjusted quoted prices in active markets for identical assets or liabilities that the reportingentity has

ability to access #lithe measurement

. g%tveel 2 Inputs  Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
or indirectly. Thekeautight include quoted prices for similar assets or liabilities in active markets, quoted pricesfor
ofesitiniddr assets or liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset
tinbility (such as interest rates, volatilities, prepayment speeds, credit risks, etc.) or inputs that are derived principally from,
oorroborated, by market data by correlation or other

° glee\?er}s.? Inputs  Unobservable inputs for determining the fair values of assets or liabilities that reflectan entity's

assumptions abootthe assumptions that market participants would use in pricing the assets or

liabilities.
Assets and Liabilities Measured at Fair Value on a Recurring
Basis
Securities Available for Sale. U.S. Treasury securities are reported at fair value utilizing Level 1 inputs. Other securities classified
available for sale are reported aadair value utilizing Level 2 inputs. For these securities, the Company obtains fair value
foeasaremeefsendent pricing service. The fair value measurements consider observable data that may include dealerquotes,
spatads, cash flows, the U.S. Treasury yield curve, live trading levels, trade execution data, credit information and the bond’s
terdnsonditions, among other
things.
In general, the Company does not purchase securities that have a complicated structure. The Company’s entire portfolio consists
tfiditional investments, nearly all of which are U.S. Treasury obligations, federal agency bullet or mortgage pass-through securities,
general obligation or revenue-based municipal bonds. Pricing for such instruments is easily obtained. At least annually, the
Wolinpaligiate prices supplied by the independent pricing service by comparing them to prices obtained from an independent third-
pautye.

Loans Held for . The fair value of residential mortgage loans held for sale based on Level 2 inputs is determined, when
Seaiieg either quoted spossitdey-market prices or investor commitments. If no such quoted price exists, the fair value is
dstepngmeted prices for a similar asset or assets, adjusted for the specific attributes ofthat loan, which would be used by other
pratkdpants. The Company has elected the fair value option accounting for its held for sale

loans.

Mortgage Banking Derivative Instruments. The fair values of interest rate lock commitments (“IRLCs”) are derived by
models incorporating market pricing for instrvialeratsomith similar characteristics, commonly referred to as best execution pricing, or
investor commitment prices for best effort IRLCs which have unobservable inputs, such as an estimate of the fair value of
tkeevicing rights expected to be recorded upon sale of the loans, net estimated costs to originate the loans, and the pull-through
natd.are therefore classified as Level 3 within the fair value hierarchy. The fair value of forward sale commitments is based
observable market pricing for similar instruments and are therefore classified as Level 2 within the fair value

hierarchy.
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Interest Rate The Company’s derivative positions are classified as Level 2 within the fair value hierarchy and are valued using
Medgels generally accepted in the financial services industry and that use actively quoted or observable market input values
&xernal market data providers. The fair value derivatives are determined using discounted cash flow models.

Fair Value . The Company entered into a stand-alone derivative contract with the purchaser of its Visa Class B shares. The
Sulaption represents the amount due and payable to the counterparty based upon the revised share conversion rate, if any, during
fleziod. At June 30, 2022, there was 0.2 million payable and at December 31, 2021, there was a 0.1 million payable.

$ $

A summary of fair values for assets and liabilities consisted of the

following:
Level 1 Level 2 Level 3 Total
(Dollars in Thousands) Inputs Inputs Inputs Fairalue
June 30,
2ABIETS:
Securities Available for Sale:
U.S. Government Treasury $ 177,895 $ -3 -3 177,895
U.S. Government - 210,684 - 210,684
B@eaend Political - 42,357 - 42,357
MbdpuiséoBucked Securities - 77,821 - 77,821
Corporate Debt - 85,321 - 85,321
BrieriSesurities - 7,327 - 7,327
Loans Held for - 48,708 - 48,708
fitderest Rate Swap Derivative - 5,046 - 5,046
Mortgage Banking IRLC Derivative - - 934 934
Mortgage Servicing Rights - - 9,336 9,336
LIABILITIES:
Mortgage Banking Hedge Derivative $ - 5 45 3 - 5 45
December 31,
2BJETS:
Securities Available for Sale:
U.S. Government Treasury $ 187,868 $ - 3 - 3 187,868
U.S. Government - 237,578 - 237,578
S@eaeund Political - 46,980 - 46,980
SuhdivisioBacked Securities - 88,869 - 88,869
Corporate Debt - 86,222 - 86,222
Brburifesurities - 7,094 - 7,094
Loans Held for - 52,532 - 52,532
Biderest Rate Swap Derivative - 2,050 - 2,050
Mortgage Banking IRLC Derivative - - 1,258 1,258
Mortgage Servicing Rights - - 4,718 4,718
LIABILITIES:
Mortgage Banking Hedge Derivative $ - 8 7 S -3 7
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Mortgage Banking . The Company had Level 3 issuances and transfers related to mortgage banking activities of 7.7
Andif1i6s8 million, respectivelyy, for the six months ended June 30, 2022 and ~ 27.4 million and $ 19.3 million, respectively, for thmi$izon
months enfled June 30, 2021. Issuances are valued based on the change in fair value of the underlying mortgage loan from
ofadpetidiC to the Consolidated Statement of Financial Condition date, adjusted for pull-through rates and costs to originate.
iRhTerred out of Level 3 represent IRLCs that were funded and moved to mortgage loans held for sale, at fair

value.

Assets Measured at Fair Value on a Non-Recurring

Basis

Certain assets are measured at fair value on a non-recurring basis (i.e., the assets are not measured at fair value on an ongoing
basiare subject to fair value adjustments in certain circumstances). An example would be assets exhibiting evidence of impairment.
The following is a description of valuation methodologies used for assets measured on a non-recurring basis.

Collateral Dependent . Impairment for collateral dependent loans is measured using the fair value of the collateral less
Lostas The fair value of collaselding determined by an independent valuation or professional appraisal in conformance with
bemkiatipns. Collateral values are estimated using Level 3 inputs due to the volatility in the real estate market, and the judgment
esdmation involved in the real estate appraisal process. Collateral dependent loans are reviewed and evaluated on at least a
hasitdidyadditional impairment and adjusted accordingly. Valuation techniques are consistent with those techniques applied in
peidods. Collateral-dependent loans had a carrying value of 1.3 million with a valuation allowance of less than 0.1 million at

$0, 2022 and $ 2.8 million and $ 0.2 million, respectively, at Decetfiber 31, June
2021.
Other Real Estate . During the first six months of 2022, certain foreclosed assets, upon initial recognition, were measured

epartdd at fair value throumlda charge-off'to the allowance for credit losses based on the fair value of the foreclosed asset
tsssmated cost to sell. The fair value of the foreclosed asset is determined by an independent valuation orprofessional appraisal
tonformance with banking regulations. On an ongoing basis, we obtain updated appraisals on foreclosed assets andrealize
wdjuativents as necessary. The fair value of foreclosed assets is estimated using Level 3 inputs due to the judgment and
astiohatibin the real estate valuation

process.

Mortgage Servicing Rights . Residential mortgage loan servicing rights are evaluated for impairment at each reporting period
upon the fair value of the riglateds compared to the carrying amount. Fair value is determined by a third party valuation model
siitgated prepayment speeds of the underlying mortgage loans serviced and stratifications based on the risk characteristics of
thederlying loans (predominantly loan type and note interest rate). The fair value is estimated using Level 3 inputs, including
discount rate, weighted average prepayment speed, and the cost of loan servicing. Further detail on the key inputs utilized
provided in Note 4 — Mortgage Banking Activities. At each of June 30, 2022 and December 31, 2021, there no valuation
sthswance for loan servicing rights.

Assets and Liabilities Disclosed at Fair

Value

The Company is required to disclose the estimated fair value of financial instruments, both assets and liabilities, for which it
practical to estimate fair value and the following is a description of valuation methodologies used for those assets and
liabilities.

Cash and Short-Term Investments. The carrying amount of cash and short-term investments is used to approximate fair value,
the short time frame to maturity and giwech assets do not present unanticipated credit

concerns.

Securities Held to . Securities held to maturity are valued in accordance with the methodology previously noted in

Sdptiort) Assets and LiabilittdeMeasured at Fair Value on a Recurring Basis — Securities Available for

Sale”.

Loans. The loan portfolio is segregated into categories and the fair value of each loan category is calculated using present
techniqualsibased upon projected cash flows and estimated discount rates. Pursuant to the adoption of ASU 2016- Recognition and
Megasurement of Financial Assets and Financial , the values reported reflect the incorporation of a liquidity discount to
fhiebbjcesive of “exit price” valuation. meet

Deposits. The fair value of Noninterest Bearing Deposits, NOW Accounts, Money Market Accounts and Savings Accounts are
amounts phgable on demand at the reporting date. The fair value of fixed maturity certificates of deposit is estimated using
padeertechniques and rates currently offered for deposits of similar remaining maturities.

Subordinated Notes Payable. The fair value of each note is calculated using present value techniques, based upon projected
flows and estimated discount rateshas well as rates being offered for similar

obligations.

Short-Term and Long-Term Borrowings. The fair value of each note is calculated using present value techniques, based
projected cash flows and estimated discounpoates as well as rates being offered for similar

debt.
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A summary of estimated fair values of significant financial instruments consisted of the

following:
June 30,

Carrying Level 2022 Level 2 Level 3
(Dollars in Thousands) Value Inputs Inputs Inputs
ASSETS:
Cash 91,209 91,209 $ -3 -
Short-Term Investments 603,315 603,315 - -
Investment Securities, Available for 601,405 177,895 423,510 -
fisdestment Securities, Held to 528,258 289,708 209,255 -
MpitsitSecurities (1) 900 - 900 -
Loans Held for 48,708 - 48,708 -
Baler Equity Securities @) 2,848 - 2,848 -
Interest Rate Swap Derivative 5,046 - 5,046 -
Mortgage Servicing Rights 5,086 - - 9,336
Mortgage Banking IRLC Derivative 934 - - 934
Loans, Net of Allowance for Credit 2,192,372 - - 2,127,117
Losses
LIABILITIES:
Deposits 3,786,258 - 8 3,335,175  § -
Short-Term Borrowings 39,463 - 39,462 -
Subordinated Notes 52,887 - 46,121 -
Payigbiferm 612 2 627 -
BryrgwsegBanking Hedge Derivative 45 - 45 -

December 31,

Carrying Level21 Level 2 Level 3
(Dollars in Thousands) Value Inputs Inputs Inputs
ASSETS:
Cash 65,313 65,313 § - 8 -
Short-Term Investments 970,041 970,041 - -
Investment Securities, Available for 654,611 187,868 466,743 -
fisdestment Securities, Held to 339,601 113,877 225,822 -
MpiiitSecurities (1 861 - 861 -
Loans Held for 52,532 - 52,532 -
Baleer Equity Securities @) 2,848 - 2,848 -
Interest Rate Swap Derivative 2,050 - 2,050 -
Mortgage Servicing Rights 3,774 - - 4,718
Mortgage Banking IRLC Derivative 1,258 - - 1,258
Loans, Net of Allowance for Credit 1,909,859 - - 1,903,640
Losses
LIABILITIES:
Deposits 3,712,862 - 3 3,713,478  $ -
Short-Term Borrowings 34,557 - 34,557 -
Subordinated Notes 52,887 - 42,609 -
PayigbiFerm 884 - 938 -
BryrgwiedBanking Hedge Derivative 7 - 7 -

(1) Not readily marketable securities - reflected in other
(2)  dssasnted for under the equity method — not readily marketable securities — reflected in other

assets.

All non-financial instruments are excluded from the above table. The disclosures also do not include goodwill. Accordingly,
tgmregate fair value amounts presented do not represent the underlying value of the

Company.
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NOTE 10 - ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The amounts allocated to accumulated other comprehensive income (loss) are presented in the table
below.

Accumulated
Securities Other
Available Interest Rate Retirement Comprehensive
(Dollars in Thousands) for Sale Swap Plans (Loss)
Balance as of January 1, 2022 $ (4,588) $ 1,530 $ (13,156) $income (16 214)
Other comprehensive (loss) income during the period (27,071) 2,237 283 (24,551)
Balance as of June 30, $ (31,659) $ 3,767 $ (12,873) $ (40,765)
2022
Balance as of January 1, 2021 $ 2,700 $ 428 $ (47,270) $ (44,142)
Other comprehensive (loss) income during the period (1,816) 900 1,635 719
Balance as of June 30, $ 884 $ 1,328 $ (45,635) $ (43,423)
2021
NOTE 11 - SUBSEQUENT
EVENT
Subsequent to June 30, 2022 and effective August 1, 2022, a total 33 investment securities with an amortized cost basis and

whilue of $ 168.4 million and $ 159.0 million, respectively, were transferrethiirom the available-for-sale (“AFS”) to held-to-
(“HTM”) classification. These securivi@gihigyl a net unrealized loss of $ 9.4 million, with no immediate impact to net income on
transfer date. The net unrealized loss at the date of transfer will remain in adéiemulated other comprehensive income (“AOCI”) and
bmortized into net interest income over the remaining life of the securities. Theamortization of amounts retained in AOCI will
tHéseffect on net interest income of the accretion of the discount resulting from transferring securities at fair

value.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OPERATIONS

Management’s discussion and analysis ("MD&A") provides supplemental information, which sets forth the major factors that
hiifeeted our financial condition and results of operations and should be read in conjunction with the Consolidated

Biatamiaits and related notes. The following information should provide a better understanding of the major factors and trends
dfficct our earnings performance and financial condition, and how our performance during 2022 compares with prior
Teasughout this section, Capital City Bank Group, Inc., and subsidiaries, collectively, is referred to as "CCBG," "Company,"
"ug"or "our."

CAUTION CONCERNING FORWARD -LOOKING STATEMENTS

This Quarterly Report on Form 10-Q, including this MD&A section, contains "forward-looking statements" within the meaning of
thévate Securities Litigation Reform Act of 1995. These forward-looking statements include, among others, statements about
baliefs, plans, objectives, goals, expectations, estimates and intentions that are subject to significant risks and uncertainties and
subject to change based on various factors, many of which are beyond our control. The words "may," "could," "should,"
"badidde])" "anticipate," "estimate," "expect," "intend," "plan," "target," "vision," "goal," and similar expressions are intended
itdentify forward-looking

statements.
All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future results may differ
foaterihdlse set forth in our forward-looking statements. Please see the Introductory Note Item 14. Risk of our

Buport on Form 10-K, as updated in our subsequent quarterly reports filed on Form 10-Q, and infouitether filings mad2fdh time
tome with the SEC after the date of this

report.
However, other factors besides those listed in our Quarterly Report or in our Annual Report also could adversely affect our

sesiiton should not consider any such list of factors to be a complete set of all potential risks or uncertainties. Any forward-
boafeingnts made by us or on our behalf speak only as of the date they are made. We do not undertake to update any forward-
boslkingnt, except as required by applicable

law.

BUSINESS OVERVIEW

We are a financial holding company headquartered in Tallahassee, Florida, and we are the parent of our wholly owned
@ipitdiaCiity Bank (the "Bank" or "CCB"). We offer a broad array of products and services through a total of 57 full-service
bftatesl in Florida, Georgia, and Alabama. We provide a full range of banking services, including traditional deposit and
seedites, mortgage banking, asset management, trust, merchant services, bankcards, securities brokerage services and
fidreisoial services, including life insurance products, risk management and asset protection services.

Our profitability, like most financial institutions, is dependent to a large extent upon net interest income, which is the
Befiferencthe interest and fees received on interest earning assets, such as loans and securities, and the interest paid on interest-
Hebiiitges, principally deposits and borrowings. Results of operations are also affected by the provision for credit losses,
oppeasagsuch as salaries and employee benefits, occupancy and other operating expenses including income taxes, and
imounterssth as mortgage banking revenues, wealth management fees, deposit fees, and bank card

fees.
We have included a detailed discussion of the economic conditions in our markets and our long-term strategic objectives as part of

MO&A section of our 2021 Form 10-
K.
Acquisitions

On April 30, 2021, a newly formed subsidiary of CCBG, Capital City Strategic Wealth, LLC (“CCSW”), completed its acquisition
siibstantially all of the assets of Strategic Wealth Group, LLC and certain related businesses (“SWG”). CCSW was consolidated
EBG’s financial statements effective May 1, 2021. A detailed discussion regarding the acquisition of Capital City Strategic
We@lih,included as part of the MD&A section of our 2021 Form 10-K.

NON-GAAP FINANCIAL MEASURES

We present a tangible common equity ratio and a tangible book value per diluted share that, in each case, removes the effect
gbodwill and other intangibles that resulted from merger and acquisition activity. We believe these measures are useful to
hrecestexst allows investors to more easily compare our capital adequacy to other companies in the industry. The generally
accoptaidng principles (“GAAP”) to non-GAAP reconciliation for each quarter presented is provided

below.
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2022 2021

(Dollars in Thousands, except per share Second First Fourth Third Second First
G—— $ 371,675 $ 372,145 § 383,166 $ 348,868 § 335,880 $ 324,426
{28 odwill and Other Intangibles 93,173 93213 93,253 93,293 93,333 89,005
GRAATL Shareowners' Equity (non- A 278,502 278.932 289.913 255.575 242,547 235,331
T Rssets 4,354,297 4,310,045 4,263,849 4,048,733 4,011,459 3,920,884
i el s 93,173 93213 93,253 93,293 93,333 89,095
(AN Assets (non- B'S 42611245 4216832 5 4.170.596 $ 3955440 S 3918.126 $___ 3.840.789
F48B1e Common Equity Ratio (non- A/B 6.54% 6.61% 6.95% 6.46% 6.19% 6.13%
KA biluted Shares Outstanding c 16,981,614 16,962,362 16,935,389 16911,715 16,901,375 16,875,719
{332B1e Book Value per Diluted Share (non- AIC 16.40 16.44 17.12 15.11 14.35 13.94
GAAP)

31



SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

(Dollars in Thousands, 2022 2021

By &are Data) Second First Fourth Third Second First

Summary of :

Opezasiohicome $ 29,320 $ 25,438 25,549 28,520 26,836 25,446
Interest 987 742 838 848 856 948
Krpefsgrest Income 28,333 24,696 24,711 27,672 25,980 24,498
Provision for Credit 1,542 - - - (571) (982)
Ne#sefterest Income After

Provision for Credit 26,791 24,696 24,711 27,672 26,551 25,480
Netfitterest Income 24,903 25818 24,672 26,574 26,473 29,826
Noninterest 40,498 39,233 40,207 39,702 42,123 40,476
Thaesnse Before Income 11,196 11,281 9,176 14,544 10,901 14,830
Tristsihe Tax 2,177 2235 2,040 2,949 2,059 2,787
frgdheeAttributable to (306) (591) (764) (1,504) (1,415) (2,537)
NétlIncome Attributable to 8,713 8,455 6,372 10,091 7,427 9,506
NEiBterest Income (FTE) 28,409 24774 24,790 27,750 26,064 24,606

Per Common

She¥qncome Basic $ 0.51 $ 0.50 0.38 0.60 0.44 0.56
Net Income Diluted 0.51 0.50 0.38 0.60 0.44 0.56
Cash Dividends 0.16 0.16 0.16 0.16 0.15 0.15
BreigBook 21.89 21.94 22.63 20.63 19.87 19.22
Balwed Tangible Book o 16.40 16.44 17.12 15.11 14.35 13.94
Vet Price:

High 28.55 28.88 29.00 26.10 27.39 28.98

Low 24.43 25.96 24.77 22.02 24.55 21.42

Close 27.89 26.36 26.40 24.74 25.79 26.02

Selected Average Balances :

Loans Held for $ 2,084,679 $ 1,963,578 1,948,324 1,974,132 2,036,781 2,044,363
Iurpstipent 3,974,221 3,938,824 3,791,313 3,693,123 3,623,910 3,497,929
fseats 4,321,388 4,266,775 4,127,937 4,026,613 3,956,349 3,821,521
Degsits 3,765,329 3,714,062 3,549,145 3,447,688 3,387,352 3,239,508
Shareowners’ Equity 373,365 383,956 350,140 341,460 329,040 326,330
Common Equivalent Average

Shrgie: 16,949 16,931 16,880 16,875 16,858 16,838

Diluted 16,971 16,946 16,923 16,909 16,885 16,862

Performance

Ratiosh on Average Assets 0.81 % 0.80 % 0.61 % 0.99 % 0.75 % 1.01 %
Return on Average 9.36 8.93 7.22 11.72 9.05 11.81
Keuiterest Margin 2.87 2.55 2.60 2.98 2.89 2.85
ffinterest Income as %
oDperating 46.78 51.11 49.96 48.99 50.47 54.90
Revemiy 75.96 77.55 81.29 73.09 80.18 74.36
Ratio

Asset Quality:

Allowance for Credit Losses $ 21,281 $ 20,756 21,606 21,500 22,175 22,026
KLk Loans 0.96 % 1.05 % 112 % LIl % 110 % 1.07 %
Ngﬁperforming Assets 3,231 2,745 4,339 3,218 6,302 5,472
NPRAG Total Assets 0.07 0.06 0.10 0.08 0.16 0.14
NPAs to Loans HFI plus 0.15 0.14 0.22 0.17 031 0.27
AREG Non-Performing 677.57 760.83 499.93 710.39 433.93 410.78
Ne#itSharge-Offs to Average Loans 0.22 0.16 0.02 0.03 (0.07) (0.10)
HFI

Capital

Rpfips: Capital 15.13 % 1598 % 16.14 % 15.69 % 15.44 % 16.08 %
Total Capital 16.07 16.98 17.15 16.70 16.48 17.20
Common Equity Tier 1 13.07 13.77 13.86 13.45 13.14 13.63
Leverage 8.77 8.78 8.95 9.05 8.84 8.97
Tangible Common Equity ¥ 6.54 6.61 6.95 6.46 6.19 6.13

DNon-GAAP financial measure. See non-GAAP reconciliation on page
31

32



FINANCIAL OVERVIEW
Results of Operations

Performance Summary. Net income attributable to common shareowners of $8.7 million, or $0.51 per diluted share, for the
quarter of 2022 comparedsesrd income of $8.5 million, or $0.50 per diluted share, for the first quarter of 2022, and $7.4 million,
$0.44 per diluted share, for the second quarter of For the first six months of 2022, net income attributable to

geartowners totaled $17.2 million, or $1.01 per diluted shaoenuwmpared to net income of $16.9 million, or $1.00 per diluted share,
the same period of 2021.

Net Interest Income. Tax-equivalent net interest income for the second quarter of 2022 totaled $28.4 million, comparedto
million for the first qué4Bof 2022, and $26.1 million for the second quarter of 2021. For the first six months of 2022, tax-
aqtinadeedt income totaled $53.2 million compared to $50.7 million for the same period of 2021. Compared to the referenced
peidods, the increase reflected higher interest rates, strong loan growth, and higher investment

balances.
Provision and Allowance for Credit Losses. We recorded a provision for credit losses of $1.5 million for the second quarter of

compared to no provision in the first quarter 020922 and a provision benefit of $0.6 million for the second quarter of 2021. For
fhst six months of 2022, the provision was $1.5 million compared to a benefit of$1.6 million for the same period of 2021. The
haghkof provision compared to all prior periods was primarily attributableto strong loan growth. The loan loss provision in 2021
atas favorably impacted by strong net loan recoveries. We discuss the allowance for credit losses further below.

Noninterest Income. Noninterest income for the second quarter of 2022 totaled $24.9 million compared to $25.8 million for the
quarter of 2022 and $4&:$ million for the second quarter of 2021. The $0.9 million decrease from the first quarter of 2022
pramarily attributable to lower wealth management fees of $1.7 million, which reflected lower insurance revenues at CCSW of
fiil%ion that were partially offset by higher retail brokerage fees of $0.3 million. For the first six months of 2022, noninterest
toedst$50.7 million compared to $56.3 million for the same period of 2021 with the $5.6 million decrease largely driven by
hoertgage banking fees of $12.3 million, partially offset by higher deposit fees of $2.1 million and wealth management fees of
fidillion (insurance commissions of $3.4 million and retail brokerage fees of $0.7 million). We discuss noninterest income in
Gerttitbelow.

Noninterest Expense. Noninterest expense for the second quarter of 2022 totaled $40.5 million compared to $39.2 million for the
quarter of 2022 and $4Zidsmillion for the second quarter of 2021. The $1.3 million increase over the first quarter of 2022 was
tyiwe$0.9 million increase in other expense and higher compensation of $0.5 million. For the first six months of 2022,
orpenkgrestaled $79.7 million compared to $82.6 million for the same period of 2021 with the $2.9 million decrease

pttritarisple to lower pension settlement expense of $1.6 million and lower compensation expense of $1.2 million, primarily
bowsanissions at CCHL. We discuss noninterest expense in further detail below.

Financial Condition

Earning Assets. Average earning assets totaled $3.974 billion for the second quarter of 2022, an increase of $35.4 million, or
over the first quafié?%f 2022, and an increase of $182.9 million, or 4.8%, over the fourth quarter of 2021. The increase over
poidr periods was primarily driven by higher deposits which funded loan growth. The mix of earnings assets continues to
dripeonvby strong loan growth and further deployment of liquidity intothe investment portfolio which has increased $135 million
2022.

Loans. Average loans held for investment (“HFI”) increased $121.1 million, or 6.2%, over the first quarter of 2022 and
$136.4maiasad or 7.0%, over the fourth quarter of 2021. The growth in 2022 has been broad based with increases realized in all
teasgories, more significantly, residential mortgage, residential construction, and consumer (indirect auto) with strong growth
oommercial mortgage in the second quarter. During 2022, we have purchased a higher level of residential mortgage loans from
@di@kdh by higher demand for portfolio/adjustable rate product.

Credit Quality. Overall credit quality remains strong. Nonperforming assets (nonaccrual loans and other real estate) totaled
million at June$8022022 compared to $2.8 million at March 31, 2022 and $4.3 million at December 31, 2021. At June 30,
A0APerforming assets as a percentage of total assets totaled 0.07% compared to 0.06% at March 31, 2022 and 0.10% at December
3021. Nonaccrual loans totaled $3.1 million at June 30, 2022, a $0.4 million decrease from March 31, 2022 and a $1.2

dudhease from December 31, 2021.

Deposits. Average total deposits were $3.765 billion for the second quarter of 2022, an increase of $51.3 million, or 1.4%, over
first quartbe of 2022 and $216.2 million, or 6.1%, over the fourth quarter of 2021. Growth over the first quarter of 2022 was
ptiritariiple to an increase in noninterest bearing accounts and savings accounts, partially offset by a decline in seasonal public
tlepdsits. Compared to the fourth quarter 2021, strong growth occurred in our noninterestbearing deposits, NOW accounts,
saings account balances.

33



Capital. At June 30, 2022, we were well-capitalized with a total risk-based capital ratio of 16.07% and a tangible common
ratio (a equi A AP financial measure) of 6.54% compared to 16.98% and 6.61%, respectively at March 31, 2022 and 17.15%
6r5%, respectively, at December 31, 2021. At June 30, 2022, all of our regulatory capital ratios exceeded the threshold tobe
vaplitalized under the Basel III capital standards.

RESULTS OF OPERATIONS

The following table provides a condensed summary of our results of operations - a discussion of the various components are
disturshed detail

below.
Three Months Ended Six Months Ended

June March June June June
(Dollars in Thousands, except per share 302022 312022 36021 302022 36021
figtiétkst Income $ 29,320 $ 25,438 $ 26,836 $ 54,758 $ 52,282
Taxable Equivalent 76 78 84 154 193
Rejatstmentst Income (FTE) 29,396 25,516 26,920 54,912 52,475
Interest Expense 987 742 856 1,729 1,804
Net Interest Income (FTE) 28,409 24,774 26,064 53,183 50,671
Provision for Credit 1,542 - (571) 1,542 (1,553)
Trasstde Equivalent 76 78 84 154 193
Néjusmentsincome After Provision for Credit 26,791 24,696 26,551 51,487 52,031
Neostieterest Income 24,903 25,818 26,473 50,721 56,299
Noninterest Expense 40,498 39,233 42,123 79,731 82,599
Income Before Income 11,196 11,281 10,901 22,477 25,731
Trfssisie Tax Expense 2,177 2,235 2,059 4412 4,846
Pre-Tax Income Attributable to Noncontrolling (306) (591) (1415) (897) (3,952)
féetesrdome Attributable to Common $ 8,713 $ 8,455 $ 7427 8 17,168 $ 16,933
Shareowners
Basic Net Income Per $ 051 § 050 § 044 § 1.01 $ 1.00
Bhareed Net Income Per $ 051 $ 0.50 $ 044 § 1.01 § 1.00
Share
Net Interest
Income

Net interest income represents our single largest source of earnings and is equal to interest income and fees generated by
easaingess interest expense paid on interest bearing liabilities. This information is provided on a "taxable equivalent" basis to

thélézx-exempt status of income earned on certain loans and state and local government debt obligations. We provide an analysis

ofir net interest income including average yields and rates in Table I on page

45.

Tax-equivalent net interest income for the second quarter of 2022 totaled $28.4 million, comparedto $24.8 million for the first
qfi@022, and $26.1 million for the second quarter of 2021. For the first six months of 2022, tax-equivalent net interest income
f#t312dnillion compared to $50.7 million for the same period of 2021. Compared to the referenced prior periods, the increase
hiflleetddterest rates, strong loan growth, and higher investment

balances.

Our net interest margin for the second quarter of 2022 was 2.87%, an increase of 32 basis points over the first quarter of 2022
primarily attributable to higher interest rates and an overall improved earning asset mix. For the month of June 2022, our net
intexdst was 3.05%. Excluding the impact of overnight funds in excess of $200 million, our net interestmargin for the second
qfi2f22 was 3.24%. Compared to the three and six month periods of 2021, the net interest margindecreased two and 16 basis
pespestively, primarily due to growth in earning assets (driven by higher deposit balances), which drove net interest income
Hidlws but negatively impacted the margin percentage.

Provision for Credit Losses
We recorded a provision for credit losses of $1.5 million for the second quarter of 2022 compared to no provision in the first

qfi@022 and a provision benefit of $0.6 million for the second quarter of 2021. For the first six months of 2022, the provision
$h$ million compared to a benefit of $1.6 million for the same period of 2021. The higher level of provision compared to all

pewods was primarily attributable to strong loan growth. The loan loss provision in 2021 was also favorably impacted by strong
Twdn recoveries. We discuss the allowance for credit losses further below. For more information on charge-offs and recoveries,

Nete 3 — Loans Held for Investment and Allowance for Credit Losses.
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Noninterest Income

Noninterest income for the second quarter of 2022 totaled $24.9 million compared to $25.8 million for the first quarter of 2022
804d.5 million for the second quarter of 2021. The $0.9 million decrease from the first quarter of 2022 was primarily attributable
tower wealth management fees of $1.7 million (primarily lower insurance revenues at CCSW) that was partially offset by
hoghbined deposit and bank card fees of $0.5 million and mortgage banking revenues of $0.1 million. Compared to the second
qfidfaid, the $1.6 million decrease was primarily attributable to lower mortgage banking revenues of $4.2 million that were
piifsedlby higher deposit fees of $1.2 million and wealth management fees of $1.1 million (insurance revenues of $0.7 million and
retail brokerage fees of $0.4 million). For the first six months of 2022, noninterest income totaled $50.7 million compared to
#ififlidn for the same period of 2021 with the $5.6 million decrease largely driven by lower mortgage banking fees of $12.3
pailtiolly offset by higher deposit fees of $2.1 million and wealth management fees of $4.1 million (insurance revenues of $3.4
andlietail brokerage fees of $0.7 million). Lower mortgage banking revenues for 2022 reflected lower production volume driven
higher interest rates as well as overall tightening of secondary market loan sale margins. Further, the higher level of
wmaakthement fees over both prior year periods reflected higher insurancerevenues at CCSW (acquired in May 2021). For

CWH] contributed $0.6 million ($0.03 per diluted share) to earnings versus $2.5 million ($0.14 per diluted share) in 2021 which
hagely been offset by a $1.2 million ($0.07 per diluted share) contribution to earnings by CCSW.

Noninterest income represented 46.8% of operating revenues (net interest income plus noninterest income) in the second quarter
2622 compared to 51.1% in the first quarter of 2022 and 50.5% in the second quarter of 2021. For the first six months of

A6AMterest income represented 48.9% of operating revenues compared to 52.7% for the same period of 2021.

The table below reflects the major components of noninterest income.

Three Months Ended Six Months Ended
June March June June June
(Dollars in Thousands) 302022 31,2022 302021 302022 302021
Deposit Fees $ 5447 $ 5191 § 4236 $ 10,638 $ 8,507
Bank Card 4,034 3,763 3,998 7,797 7,616
Feealth Management Fees 4,403 6,070 3,274 10,473 6,364
Mortgage Banking Revenues 9,065 8,946 13,217 18,011 30,342
Other 1,954 1,848 1,748 3,302 3,470
Total Noninterest Income $ 24903 § 25,818 § 26473  § 50,721  § 56,299

Significant components of noninterest income are discussed in more detail

below.

Mortgage Banking Mortgage banking revenues totaled $9.1 million for the second quarter of 2022 compared to
Relléondor the first quarter of 2§89 and $13.2 million for the second quarter of 2021. For the six months of 2022, revenues
Holt816dnillion compared to $30.3 million for the same period of 2021. Lower mortgage banking revenues for 2022 reflected
reduction in refinancing activity, and to a lesser degree lower purchase mortgage originations, primarily driven by higher
atesesin addition, gain on sale margins have been pressured due to a lower level of both governmental loan product originations
amahdatory delivery loan sales (both of which provide a higher gain percentage). Strong best efforts (portfolio product)
wolgimatiomd continued stability in our construction/permanent loan program have partially offset the slowdown in secondary

oragkedtions.

Deposit Fees . Deposit fees for the second quarter of 2022 totaled $5.4 million, an increase of $0.3 million, or 4.9%, over the
quarter of 20X;sand an increase of $1.2 million, or 28.6%, over the second quarter of 2021. For the first six months of 2022,
fepoitaled $10.6 million, an increase of $2.1 million, or 25.0%, over the same period of 2021. Compared to first quarter of 2022,
therease reflected higher overdraft fees. The increase over both prior year periods was attributable to higher monthlyservice
€heggnd overdraft fees. The conversion of our remaining free checking accounts to a monthly maintenance fee account type drove
therease in service charge fees. The increase in overdraft fees was driven by higher utilization of our overdraft service which is
ctoselgted (inversely) with the consumer savings rate which has declined noticeably since it spiked in 2020/2021 due to the high
tefigbvernmental stimulus during the

pandemic.

Bank Card Fees . Bank card fees for the second quarter of 2022 totaled $4.0 million, a $0.3 million, or 7.2%, increase over the
quarter of 2022, findtcomparable to the second quarter of 2021. For the first six months of 2022, bank card fees totaled $7.8
amliiongase of $0.2 million, or 2.4%, over the same period of 2021. The increase over the prior year periods was primarily
aotghmitahlin checking accounts.
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Wealth Management Fees. Wealth management fees include trust fees through Capital City Trust (i.e., managed accounts
trusts/estates), retail brokerugt fees through Capital City Investments (i.e., investment, insurance products, and retirement
andofingsicial advisory fees through Capital City Strategic Wealth (i.e., including the sale of life insurance, risk management and
pss¢ection services). Wealth management fees for the second quarter of 2022 totaled $4.4 million, a $1.7 million, or 27.5%,
fearedse first quarter of 2022, which reflected lower insurance revenues of $1.9 million and trust fees of $0.1 million partially
bff$dgher retail brokerage fees of $0.3 million. The decrease in insurance revenues was due to a very strong first quarter and
théledosing of several very large insurance policy sales. Compared to the second quarter of 2021, the $1.1 million, or 34.5%,
infkeatzal higher insurance revenues of $0.7 million and retail brokerage fees of $0.4 million. For the first six months of 2022,
wmeakthement fees increased $4.1 million, or 64.6%, due to higher insurance revenues of $3.4 million and retail brokerage fees of $0.7
million. The higher level of insurance revenues reflected the acquisition of Capital City Strategic Wealth in May 2021. At June
3022, total assets under management were approximately $2.201 billion compared to $2.329 billion at March 31, 2022 and
B213@4 at December 31, 2021.
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Noninterest Expense

Noninterest expense for the second quarter of 2022 totaled $40.5 million compared to $39.2 million for the first quarter of 2022
84d.1 million for the second quarter of 2021. The $1.3 million increase over the first quarter of 2022 was driven by a $0.9
indiéase in other expense and higher compensation of $0.5 million. Higher expense for advertising ($0.2 million), processing ($0.1
million) and travel/entertainment ($0.1 million) drove the increase in other expense. Additionally, other expense reflects a $0.2

million expense for our VISA share swap agreement that is triggered when VISA funds their merchant litigation reserve

Wdppbns infrequently. The $0.5 million increase in compensation was driven by higher salary expense of $0.8 million (CCHL
commissions, annual merit, and staffing additions in new markets) that was partially offset by lower associate benefit expense of

§itilion. Compared to the second quarter of 2021, the $1.6 million decrease was primarily attributable to lower pension

ssiplamentt $1.8 million. For the first six months of 2022, noninterest expense totaled $79.7 million compared to $82.6 million for
thene period of 2021 with the $2.9 million decrease primarily attributable to lower pension settlement expense of $1.6 million

tomter compensation expense of $1.2 million. The decrease in compensation expense reflected lower salary expense of $1.4

putlialy offset by higher associate benefit expense of $0.2 million. Lower performance based compensation (commissions/incentives)
at CCHL partially offset by higher performance based compensation at CCSW and lower realized loan cost (credit offset by

sajpeyse) at the Bank drove the variance in salary expense. We expect additional pension settlement expense for the remainder

2622 based on our current estimate of lump sum pension pay-outs to retirees.

To date, the impact of inflation and higher prices on our cost structure has not been significant. While operating in a very tight
Inhdtet, we have mitigated the impact of salary pressures by not replacing certain positions that became vacant. Further, we
healézed higher than historical increases in certain premises and processing contracts reflective of inflationary pressures. We
watitinue to focus on opportunities to re-negotiate or replace vendors at periodic renewals.

The table below reflects the major components of noninterest expense.

Three Months Ended Six Months Ended
June March June June June

(Dollars in Thousands) 302022 31,2022 302021 302022 302021
Salaries $ 21,461 $ 20,664 $ 21,117 $ 42,125  $ 43,564
Associate 3,922 4,192 4,261 8,114 7,878
Beffid$ Compensation 25,383 24,856 25,378 50,239 51,442
Premises 2,734 2,759 2,714 5,493 5,473
Equipment 3,341 3,334 3,259 6,675 6,467

Total 6,075 6,093 5,973 12,168 11,940

Occupancy
Legal Fees 316 349 321 665 879
Professional Fees 1,406 1,332 1,406 2,738 2,736
Processing Services 1,752 1,637 1,794 3,389 3,339
Advertising 980 773 631 1,753 1,381
Telephone 703 728 754 1,431 1,508
Insurance - 593 510 545 1,103 1,046
Other Real Estate Owned, net 29) 25 (270) 4) (388)
Pension Settlement 169 209 2,000 378 2,000
Miscellaneous 3,150 2,721 3,591 5,871 6,716

Total Other 9,040 8,284 10,772 17,324 19,217
Total Noninterest Expense $ 40,498 § 39,233 § 42,123  § 79,731 $ 82,599
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Significant components of noninterest expense are discussed in more detail below.

Compensation . Compensation expense totaled $25.4 million for the second quarter of 2022 compared to $24.9 million for the
quarter of 202Xiastd $25.4 million for the second quarter of 2021. Compared to the first quarter of 2022, the $0.5 million
infkeazal higher salary expense of $0.8 million partially offset by lower associate benefit expense of $0.3 million. The increase
salary expense was attributable to higher performance based compensation (CCHL commissions), annual merit raises, and
athdfitgms in new markets. Lower associate insurance and associate appreciation event related expenses drove the decline in
athetiate benefits expense. Compared to the second quarter of 2021, higher salary expense of $0.3 million (lower CCHL
ponfipamsatton of $1.3 million and base salaries of $0.2 million less higher CCSW performance compensation of $0.8 million and
bank base salaries of $0.5 million) was offset by lower associate benefit expense of $0.3 million (associate insurance and stock
besedensation). For the first six months of 2022, compensation expense totaled $50.2 million comparedto $51.4 million for the
pemed of 2021 with the $1.2 million decrease attributable to lower salary expense of $1.4 million partially offset by higher
beswfiatexpense of $0.2 million. The decrease in salary expense was primarily attributable to lower performance based
Coonperissions/incentives) of $4.5 million at CCHL partially offset by higher performance based compensation at CCSW of
flilfion and lower realized loan cost of $1.1 million (credit offset by salary expense) at the Bank and overtime of $0.3 million
(octheestcond round of the Paycheck Protection Program in 2021) The increase in other associate benefit expense was driven
higher associate insurance expense as we released self —insurance reserves in

2021.

Occupancy . Occupancy expense totaled $6.1 million for the second quarter of 2022, comparable to the first quarter of 2022, and
million for fife@econd quarter of 2021. For the first six months of 2022, occupancy expense totaled $12.2 million compared to
$iilldn for the same period of 2021. The increase over both prior year periods was primarily related to softwareadditions for
cistaimnagement and strategic

initiatives.

Other. Other expense totaled $9.0 million for the second quarter of 2022 compared to $8.3 million for the first quarter of 2022
$10.8 anidlion for the second quarter of 2021. Compared to the first quarter of 2022, the $0.7 million increase was driven by
bigherse for advertising expense ($0.2 million), processing ($0.1 million), and travel/entertainment ($0.2 million). In addition, other
expense reflects a $0.2 million expense for our VISA share swap agreement that is triggered when VISA funds their

titégahiamt reserve which happens infrequently. Compared to the second quarter of 2021, the $1.7 million decrease was primarily
tubower pension settlement expense of $1.8 million. For the first six months of 2022, other expense totaled $17.3 million compared
9.2 million for the same period of 2021 with the $1.9 million decrease driven by lower pension settlement expense of $1.6
amidlienal fees of $0.2 million. Additionally, we realized higher other real estate expense of $0.4 million and advertising expense
$6.4 million that were offset by lower miscellaneous expense of $0.8 million. The variance in miscellaneous expense was
pttiritaridple to lower expense for our base pension plan service cost of $2.4 million that was partially offset by higher expense
fravel/entertainment of $0.3 million, mortgage servicing right (“MSR”) amortization of $0.1 million, other losses of $0.2 million, and
miscellaneous of $0.3 million, the reversal of $0.3 million in MSR valuation reserve in 2021, and other variable expenses totaling
fitil%ion related to loan production.

Our operating efficiency ratio (expressed as noninterest expense as a percentage of the sum of taxable-equivalent net interest
plosmeninterest income) was 75.96% for the second quarter of 2022 compared to 77.55% for the first quarter of 2022 and 80.18% for
the second quarter of 2021. For the first six months of 2022, this ratio was 76.73% compared to 77.22% forthe same period of

2021.

Income

Taxes

We realized income tax expense of $2.2 million (effective rate of 19.4%) for the second quarter of 2022 comparable to the first
qfi222 and $2.1 million (effective rate of 18.9%) for the second quarter of 2021. For the first six months of 2022, we

iebaesltax expense of $4.4 million (effective rate of 19.6%) compared to $4.8 million (effective rate of 18.8%) for the same period
2021. For the second quarter of 2022, we realized a favorable discrete tax item for $0.3 million related to state of Florida tax refunds.
Absent discrete items, we expect our annual effective tax rate to approximate20-21% in

2022.

FINANCIAL

CONDITION

Average earning assets totaled $3.974 billion for the second quarter of 2022, an increase of $35.4 million, or0.9%, over the
fjustrter of 2022, and an increase of $182.9 million, or 4.8%, over the fourth quarter of 2021. The increase over both prior periods
piamarily driven by higher deposit balances (see below — Deposits). The mix of earning assets continues to improve driven by
loan growth and further deployment of liquidity into the investmentgtootfglio which has increased $135 million in

2022.
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Investment Securities

Average investments increased $85.6 million, or 8.1% over the first quarter of 2022 and increased $153.7 million, or 15.5%, over
fharth quarter of 2021. Our investment portfolio represented 28.8% of our average earning assets for the secondquarter of
20@bared to 26.9% for the first quarter of 2022 and 26.1% for the fourth quarter of 2021. For the remainder of 2022, we will
tontoni¢or our overall liquidity position and, dependent on market conditions, look for opportunities to reinvest proceeds
pndébnse additional securities that align with our overall investment strategy.

The investment portfolio is a significant component of our operations and, as such, it functions as a key element of liquidity
amsbt/liability management. Two types of classifications are approved for investment securities which are Available-for-Sale

A IFRI-to-Maturity (“HTM”). During the second quarter of 2022, we purchased securities under both the AFS and
HEEMnations. At June 30, 2022, $601.4 million, or 53.2%, of our investment portfolio was classified as AFS, and $528.3 million,
46.8%, classified as HTM. The average maturity of our total portfolio at June 30, 2022 was 3.51 years comparedto 3.63 years
Aarch 31, 2022 and 3.63 years at December 31,

2021.

We determine the classification of a security at the time of acquisition based on how the purchase will affect our asset/liability
atrdtégiyre business plans and opportunities. We consider multiple factors in determining classification, including regulatory
vequiabments, volatility in earnings or other comprehensive income, and liquidity needs. Securities in the AFS portfolio are
atdardedlue with unrealized gains and losses associated with these securities recordednet of tax, in the accumulated
otimprehensive income component of shareowners’ equity. HTM securities are acquired or owned with the intent of holding them
maturity. HTM investments are measured at amortized cost. We do not trade, nor do we presently intend to begin trading
seeasitiesnfor the purpose of recognizing gains and therefore we do not maintain a trading

portfolio.

At June 30, 2022, there were 833 positions (combined AFS and HTM) with unrealized losses totaling $72.0 million (see Note 2
Investment Securities in the Notes to Consolidated Financial Statements for detail by category). 87 of these positions are
Ur8asury bonds and carry the full faith and credit of the U.S. Government. 621 are U.S. government agency securities issued by
bbSernment sponsored entities. We believe the long history of no credit losses on government securities indicates that the
ofpextptipment of the amortized cost basis is zero. The remaining 125 positions (Municipal securities and corporate bonds) have
aredit component. At June 30, 2022, all CMO, MBS, SBA, U.S. Agency, and U.S. Treasury bonds held were AAA rated. At June
3022, corporate debt securities had an allowance for credit losses of $22,000 and municipal securities had an allowance of
$9,000.

Loans HFI

Average loans held for investment (“HFI”) increased $121.1 million, or 6.2%, over the first quarter of 2022 and increased

§iliBl6odh, or 7.0%, over the fourth quarter of 2021. Period end loans increased $228.1 million, or 11.5%, over the first quarter of
20@2282.2 million, or 14.6%, over the fourth quarter of 2022. The growth in 2022 has been broad based with increases realized in
hn categories, more significantly, residential mortgage, residential construction, and consumer (indirect auto) with strong growth
oommercial mortgage in the second quarter. The increase in residential mortgage reflected a higher level of loan purchases
(pendend- $132 million, first quarter - $26 million) from CCHL driven by higher demand for portfolio/adjustable rate product.
fddition, the increase in commercial mortgage reflected a loan pool purchase (7 loans for $15

million).

Without compromising our credit standards, changing our underwriting standards, or taking on inordinate interest rate risk,
wantinue to closely monitor our markets and make minor adjustments as

necessary.

Credit Quality

Opverall credit quality remains strong. Nonperforming assets (nonaccrual loans and other real estate) totaled $3.2 million at June
3022 compared to $2.8 million at March 31, 2022 and $4.3 million at December31, 2021. At June 30, 2022, nonperforming assets
agpercentage of total assets totaled 0.07% compared to 0.06% at March 31, 2022 and 0.10% at December 31, 2021. Nonaccrual
totaled $3.1 million at June 30, 2022, a $0.4 million increase over March 31, 2022 and a $1.2 million decrease from December
3021. Further, classified loans decreased $2.7 million from the first quarter of 2022 to $19.6 million.
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Allowance for Credit Losses

The allowance for credit losses is a valuation account that is deducted from the loans” amortized cost basis to present the net
erpuened to be collected on the loans. The allowance for credit losses is adjusted by a credit loss provision which is reported
#arnings, and reduced by the charge-off of loan amounts (net of recoveries). Loans are charged off against the allowance
wmhangement believes the uncollectability of a loan balance is confirmed. Expected recoveries do not exceed the aggregate of
previntsly charged-off and expected to be charged-off. Expected credit loss inherent in non-cancellable off-balance sheet
ergbisures is provided through the credit loss provision, but recorded as a separate liability included in other

liabilities.

Management estimates the allowance balance using relevant available information, from internal and external sources relating to
pashts, current conditions, and reasonable and supportable forecasts. Historical loan default and loss experience provides the basis
fbe estimation of expected credit losses. Adjustments to historical loss information incorporate management’s view of
canditions and forecasts.

At June 30, 2022, the allowance for credit losses for HFI loans totaled $21.3million compared to $20.8 million at March 31, 2022
82d.6 million at December 31, 2021. Activity within the allowance is detailed in Note 3 to the consolidated financial statements.
§0S million increase in the allowance for the second quarter was driven by strong new loan origination volume that was
pifsetlby the release of reserves held for pandemic related losses that have not materialized to the extent projected. Further,
ohtirge-offs increased $0.4 million to $1.1 million for the second quarter and reflected one large commercial charge-off for
fifll8ion related to a work-out resolved during the quarter. At June 30, 2022, the allowance represented 0.96% of HFI loans
pnavided coverage of 678% of nonperforming loans compared to 1.05% and 761%, respectively, at March 31, 2022, and 1.12%
a00%, respectively, at December 31, 2021.

At June 30, 2022, the allowance for credit losses for unfunded commitments totaled $2.9 compared to $3.0 million at March 31,
20a2%2.9 million at December 31, 2021. The allowance for unfunded commitments is recorded in other
liabilities.

Deposits

Average total deposits were $3.765 billion for the second quarter of 2022, an increase of $51.3 million, or 1.4%, over the first
qfi@022 and $216.2 million, or 6.1%, over the fourth quarter of 2021. Compared to the first quarter of 2022, the increase
hifleetatbninterest bearing and savings balances, partially offset by a decline in seasonal public fund balances. Compared to the
foartler of 2021, strong growth occurred in our noninterest bearing deposits, NOW accounts, and savings account balances. Over
pust few years, we have experienced strong core deposit growth, in addition to growth related to multiple government

pioguimss in response to the Covid-19 pandemic, such as those under the CARES Act and the American Rescue Plan Act. Given
theseases, the potential exists for our deposit levels to be volatile for the remainder of 2022 due to the uncertain timing of the
ofitfewtimulus related balances, in addition to the frequency and degree to which the Federal Open Market Committee (FOMC)
theseyernight funds rate. It is anticipated that liquidity levels will remain strong given our current level of overnight funds. The
Bantimues to strategically consider ways to safely deploy a portion of this liquidity.

We monitor deposit rates on an ongoing basis and adjust, if necessary, as a prudent pricing discipline remains the key to managing
mix of deposits.

MARKET RISK AND INTEREST RATE SENSITIVITY

Market Risk and Interest Rate

Sensitivity

Overview. Market risk arises from changes in interest rates, exchange rates, commodity prices, and equity prices. We have
managementiglolicies designed to monitor and limit exposure to market risk and we do not participate in activities that give rise
sognificant market risk involving exchange rates, commodity prices, or equity prices. In asset and liability management activities,
puticies are designed to minimize structural interest rate

risk.

Interest Rate Risk Our net income is largely dependent on net interest income. Net interest income is susceptible
Mtotegteratntisk to the degree thattimterest-bearing liabilities mature or reprice on a different basis than interest-earning assets.
Wieeest-bearing liabilities mature or reprice more quickly than interest-earning assets in a given period, a significant increase
inarket rates of interest could adversely affect net interest income. Similarly, when interest-earning assets mature or reprice more
quickly than interest-bearing liabilities, falling market interest rates could result in a decrease in net interest income. Net

intenest is also affected by changes in the portion of interest-earning assets that are funded by interest-bearing liabilities rather than
bsher sources of funds, such as noninterest-bearing deposits and shareowners’

equity.
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We have established what we believe to be a comprehensive interest rate risk management policy, which is administered
hanagement’s Asset Liability Management Committee (“ALCO”). The policy establishes limits of risk, which are

meastiteivf the percentage change in net interest income (a measure of netinterest income at risk) and the fair value of equity
tapiedsure of economic value of equity (“EVE?”) at risk) resulting from a hypothetical changein interest rates for maturities from
dag to 30 years. We measure the potential adverse impacts that changing interest rates may have on our short-term earnings,
teng-value, and liquidity by employing simulation analysis through the use of computer modeling. The simulation model
opptomesity factors such as call features and interest rate caps and floors imbeddedin investment and loan portfolio contracts. As
withmethod of gauging interest rate risk, there are certain shortcomings inherent in the interest rate modeling methodology used
by. When interest rates change, actual movements in different categories of interest-earning assets and interest-bearing liabilities,
toapayments, and withdrawals of time and other deposits, may deviate significantly from assumptions used in the model. Finally,
thethodology does not measure or reflect the impact that higher rates may have on adjustable-rate loan clients’ ability to service
thetits, or the impact of rate changes on demand for loan and deposit

products.

The statement of financial condition is subject to testing for interest rate shock possibilities to indicate the inherent interest rate risk.
We prepare a current base case and several alternative interest rate simulations (-200, -100,+100, +200, +300, and +400 basis
floptsat least once per quarter, and report the analysis to ALCO, our Market Risk Oversight Committee (“MROC”), our
Rigkronisesight Committee (“EROC”) and the Board of Directors. (The -200bp rate scenario was reintroduced into the
begiching in the second quarter of 2022 due to the higher interest rate environment). We augment our interest rate shock analysis
atidmmative interest rate scenarios on a quarterly basis that may include ramps,parallel shifts, and a flattening or steepening of the
yighd (non-parallel shift). In addition, more frequent forecasts may be produced when interest rates are particularly uncertain or
wthen business conditions so dictate.

Our goal is to structure the statement of financial condition so that net interest earningsat risk over 12-month and 24-month
padolds economic value of equity at risk do not exceed policy guidelinesat the various interest rate shock levels. We attempt
tehieve this goal by balancing, within policy limits, the volume of floating-rate liabilities with a similar volume of floating-rate
bssktseping the average maturity of fixed-rate asset and liability contractsreasonably matched, by managing the mix of our
deposits, and by adjusting our rates to market conditions on a continuing basis.

Analysis. Measures of net interest income at risk produced by simulation analysis are indicators of an institution’s short-
performangterin alternative rate environments. These measures are typically based upon a relatively brief period, and do
netessarily indicate the long-term prospects or economic value of the

institution.

ESTIMATED CHANGES IN NET INTEREST INCOME @

Percentage Change (12-month shock) +400 +300 +200 +100 -100 -200
Policy Limit hps.0% hp2 5% hpo.0% bp7.5% by 5% bpo.0%
June 30, 19.3% 14.5% 9.6% 4.9% -10.3% -17.6%
M82h 31, 27.0% 20.1% 13.2% 6.4% -7.4% n/a
2022
Percentage Change (24-month shock) +400 +300 +200 +100 -100 -200
Policy Limit hp7.59% hps.0% hp2 5% kpo.0% bpo.0% bp2.5%
June 30, 39.3% 30.3% 21.3% 12.6% -11.5% -22.6%
M8P%h 31, 46.8% 35.3% 23.9% 12.8% -9.9% n/a
2022

The Net Interest Income (“NII”) at Risk position indicates that in the short-term, all rising rate environments will positively impact
tlet interest margin of the Company, while declining rate environments will have a negative impact on the net interest margin.
leesies became less favorable in all rate scenarios compared to theprior quarter as the NII base increased due to higher rates and
hesvmore room to fall. The percent change over both a 12-month and 24-monthshock are outside of policy in a rates down 100
bpd down 200 bps scenario due to our limited ability to lower our deposit rates relative to the decline in market rate.

The measures of equity value at risk indicate our ongoing economic valueby considering the effects of changes in interest rates on
efl our cash flows by discounting the cash flows to estimate the present value of assets and liabilities. The difference between
thissounted values of the assets and liabilities is the economic value of equity, which in theory approximates the fair value of our
assets.
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ESTIMATED CHANGES IN ECONOMIC VALUE OF ()

EQUITY
Changes in Interest +400 +300 +200 +100 -100 -200
Rates Ppolicy Limit hB0.0% hps.0% hp0.0% hps.0% bps.0% bp0.0%
June 30, 2022 14.4% 11.7% 8.3% 4.7% -11.7% -25.4%
March 31, 20.2% 16.2% 11.5% 6.3% -14.7% n/a
2022
EVE Ratio (policy minimum 19.7% 18.9% 18.0% 17.1% 13.9% 11.6%
5.0%)

(1) Down 300, and 400 bp rate scenarios have been excluded due to the current interest rate environment. A down 200 bp rate
scenario was added in the second quarter of

2022.

At June 30, 2022, the economic value of equity was favorable inall rising rate environments and unfavorable in the falling
wateironments. Compared to the first quarter of 2022, EVE metrics became less favorable in a rising rate environment primarily due
the use of cash to fund loan growth and became more favorable in the rates down scenario as loan growth extended our asset duration.
EVE is currently in compliance with policy in all rate scenarios as the EVE ratio ineach rate scenario exceeds

5.0%.

As the interest rate environment and the dynamics of the economy continue to change, additional simulations will be analyzed
taldress not only the changing rate environment, but also the change in mix of our financial assets and liabilities, measured
awtiple years, to help assess the risk to the

Company.

LIQUIDITY AND CAPITAL

RESOURCES

Liquidity

In general terms, liquidity is a measurement of our ability to meet ourcash needs. Our objective in managing our liquidity is
toaintain our ability to meet loan commitments, purchase securities or repay deposits andother liabilities in accordance with
theirs, without an adverse impact on our current or future earnings. Our liquidity strategy is guided by policies that are formulated
amshitored by our ALCO and senior management, which take into account the marketability of assets, the sources and stability
6ifnding and the level of unfunded commitments. We regularly evaluate all of our various funding sources with an emphasis
aacessibility, stability, reliability and cost-effectiveness. Our principal source of funding has been our client deposits,
bypplienstentsderm and long-term borrowings, primarily from securities sold underrepurchase agreements, federal funds purchased
BB borrowings. We believe that the cash generated from operations, our borrowing capacity and our access to capital resources
andficient to meet our future operating capital and funding

requirements.

At June 30, 2022, we had the ability to generate $1.589 billion in additional liquidity through all of our available resources
¢thikudes $603 million in overnight funds sold). In addition to the primary borrowing outlets mentioned above, we also have
idlity to generate liquidity by borrowing from the Federal Reserve Discount Window and through brokered deposits. We
thedgmpeetance of maintaining liquidity and have developed a Contingent Liquidity Plan, which addresses various liquidity

ftsesls and our response and action based on the level of severity. We periodically test our credit facilities for access to the funds,
bl#o understand that as the severity of the liquidity level increases that certain credit facilities mayno longer be available. We
adighidity stress test on a quarterly basis based on events that could potentially occur at the Bank and report results to ALCO,
Mirket Risk Oversight Committee, Risk Oversight Committee, and the Board of Directors. At June 30, 2022, we believe the
hivaildbie to us was sufficient to meet our on-going needs and execute our business

strategy.

We view our investment portfolio primarily as a source of liquidity and have the option to pledge the portfolioas collateral
barrowings or deposits, and/or sell selected securities. The portfolio primarily consists of debt issued by the U.S. Treasury,
EbSernmental and federal agencies, municipal governments, corporate bonds, and asset-backed securities. The weighted average
tifehe portfolio was approximately 3.51 years at June 30, 2022, and theavailable for sale portfolio had a net unrealized pre-tax loss
§42.2 million.

We maintained an average net overnight funds (deposits with banks plus FED funds sold less FED funds purchased) sold position
$691.9 million in the second quarter of 2022 compared to $873.1 million in the first quarter of 2022 and $789.1 million in the fourth
quarter of 2021. The decrease compared to both prior period was primarily due to growth in boththe loan and investment
portfolios.

We expect our capital expenditures will be approximately $8.0 million over the next 12 months, which will primarily consist
obnstruction of new offices, office remodeling, office equipment/furniture, and technology purchases. Management expects that
tagrieal expenditures will be funded with existing resources without impairing our ability to meet our on-going

obligations.
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Borrowings

Average short term borrowings totaled $31.8 million for the second quarter of 2022 compared to $32.4 million for the first quarter
2022 and $46.4 million for the fourth quarter of 2021. The variance compared to both prior periods was primarily attributable to
loarehouse borrowing needs to support CCHL’s loans held for sale. Additional detail on these borrowings is provided in Note 4
Mortgage Banking Activities in the Consolidated Financial

Statements.

We have issued two junior subordinated deferrable interest notes to our wholly owned Delaware statutory trusts. The first note
$310.9 million was issued to CCBG Capital Trust [ inNovember 2004, of which $10 million was retired in April 2016. The
gecorfdr $32.0 million was issued to CCBG Capital Trust I inMay 2005. The interest payment for the CCBG Capital Trust
borrowing is due quarterly and adjusts quarterly to a variable rate of three-month LIBOR plus a margin of 1.90%. This note
omideeember 31, 2034. The interest payment for the CCBG Capital Trust II borrowing is due quarterly and adjusts quarterly to
wariable rate of three-month LIBOR plus a margin of 1.80%. This note matures on June 15, 2035. The proceeds from
Husowings were used to partially fund acquisitions. Under the terms of each junior subordinated deferrable interest note, in the
ofeefault or if we elect to defer interest on the note, we may not, with certainexceptions, declare or pay dividends or
dialebutions on our capital stock or purchase or acquire any of our capital stock. We continue to evaluate the impact of the
digueateiduation of LIBOR on our two junior subordinated deferrable interest notes.

During the second quarter of 2020, we entered into a derivative cash flow hedge of our interest rate risk related to our
deborditatedtional amount of the derivative is $30 million ($10 million of the CCBG Capital Trust I borrowing and $20 million of
(EBG Capital Trust IT borrowing). The interest rate swap agreement requires CCBG to pay fixed and receive variable (Libor
phusad) and has an average all-in fixed rate of 2.50% for 10 years. Additional detail on the interest rate swap agreement is provided
dote 5 — Derivatives in the Consolidated Financial

Statements.

Capital

Our capital ratios are presented in the Selected Quarterly Financial Data table on page 32. At June 30, 2022, our regulatory
capambxceeded the threshold to be designated as “well-capitalized” under the Basel I1I capital

standards.

Shareowners’ equity was $371.7 million at June 30, 2022 comparedto $372.1 million at March 31, 2022 and $383.2 million
Becember 31, 2021. For the first six months of 2022, shareowners’ equity was positively impacted by netincome attributable
tommon shareowners of $17.2 million, a $2.2 million increase in the fair value of the interest rate swap related to subordinated
debtidjustments totaling $0.8 million related to transactions under our stock compensation plans, stock compensation accretion of
fifilion, and a $0.3 million decrease in the accumulated other comprehensive loss for our pension plan. Shareowners’ equity
vedticed by common stock dividends of $5.4 million ($0.32 per share) and a $27.1 million increase in the unrealized loss
owestment securities.

At June 30, 2022, our common stock had a book value of $21.89 perdiluted share compared to $21.94 at March 31, 2022 and
$2DéGember 31, 2021. Book value is impacted by the net after-tax unrealized gains and losses on AFS investment securities. At
30p@022, the net loss was $31.7 million compared to a net loss of $23.6 millionat March 31, 2022 and $4.6 million at December
3021. Book value is also impacted by the recording of our unfunded pension liability through other comprehensive income
accordance with Accounting Standards Codification Topic 715. At June 30, 2022, the net pension liability reflected in
otimprehensive loss was $12.9 million compared to $13.0 million at March 31, 2022 and $13.2 million at December 31, 2021.
Tihbslity is re-measured annually on December St based on an actuarial calculation of our pension liability. Significant

Bded in calculating the liability are discussed in our 38infjitand 0-K “Critical AccountingPolicies” and include the weighted
disragnat rate used to measure the present value of the pension liability, the weighted average expected long-term rate of return
ponsion plan assets, and the assumed rate of annual compensation increases, all of which will vary when re-measured. The
diseassmption used to calculate the pension liability is subject to long-term corporate bondrates at December st The estimated
Ahpact to the pension liability based on a 25-basis point increase or decrease in long-term corporate bond rates used to discount
Pemsion obligation would decrease or increase the pension liability by approximately $4.6 million (after-tax) using the balances
therdecember 31, 2021 measurement date.

OFF-BALANCE SHEET

ARRANGEMENTS

We are a party to financial instruments with off-balance sheet risks in the normal course of business to meet the financing needs of
olients.
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At June 30, 2022, we had $731.5 million in commitments to extend credit and $6.2 million in standby letters of credit.
foogrmsifdherddit are agreements to lend to a client so 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
tdoenmitments are expected to expire without being drawn upon, the total commitment amounts do not necessarily represent
Gasireequirements. Standby letters of credit are conditional commitments issued by us to guarantee the performance of a client to
third party. We use the same credit policies in establishing commitments and issuing letters of credit as we do for on-balance
shetrtiments.

If commitments arising from these financial instruments continue to require funding at historical levels, management does
anticipate that such funding will adversely impact our ability to meet our on-goingobligations. In the event these
eeguingtfoeiting in excess of historical levels, management believes current liquidity, advances available from the FHLB and
Hwleral Reserve, and investment security maturities provide a sufficient source of funds to meet these

commitments.

Certain agreements provide that the commitments are unconditionally cancellable by the bank and for those agreements no
fitlooveditelosses has been recorded. We have recorded an allowance for credit losses on loan commitments that are
notonditionally cancellable by the bank, which is included in other liabilities on the consolidated statements of financial condition
tidled $2.9 million at June 30,

2022.

CRITICAL ACCOUNTING POLICIES

Our significant accounting policies are described in Note 1 to the Consolidated Financial Statements included in our 2021 Form 10-K.
The preparation of our Consolidated Financial Statements in accordance with GAAP and reporting practices applicable to the
hadikstrg requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and
erfldunsdssclose contingent assets and liabilities. Actual results could differ from those

estimates.

We have identified accounting for (i) the allowance for credit losses, (ii) valuation of goodwill, (iii) pensionbenefits, and (iv)
tagesrws our most critical accounting policies and estimates in that theyare important to the portrayal of our financial condition
nexlilts, and they require our subjective and complex judgment as a result of the need to make estimates about the effects of

thatters inherently uncertain. These accounting policies, including the nature of the estimates and types of assumptions used,
described throughout this Item 2, Management’s Discussion and Analysis of Financial Condition and Results of Operations, and
Paitem 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations included in our 2021 Form 10-
K.

44



TABLE I
AVERAGE BALANCES & INTEREST RATES

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 202
Average Average Average Average Average Average Average

(Dollars in Thousands) Balances Interest Rate Balances Interest Rate Balances Interest Rate Balances _ I
Assets:
Loans Held for Sale $ 52,860 $ 711 539% $ 77,101 $ 566 2.94% $ 47,959 $ 1,108 4.66% $ 91,591 §
Loans Held for Investment)® 2,084,679 23,433 451 2,036,781 24,095 4.74 2,024,463 45,244 451 2,040,551
Taxable Securities 1,142,269 3,834 1.34 687,882 2,036 1.18 1,099,739 6,723 1.22 608,801
Tax-Exempt Securitie$” 2,488 10 1.73 3,530 23 2.58 2,449 20 1.67 3,686
Funds Sold 691,925 1,408 0.82 818,616 200 0.10 782,011 1,817 0.47 816,638
Total Earning Assets 3,974,221 29,396 2.97% 3,623,910 26,920 2.98% 3,956,621 54,912 2.80% 3,561,267 _
Cash & Due From Banks 79,730 74,076 77,007 71,541
Allowance For Credit Losses (20,984) (22,794) (21,318) (23,457)
Other Assets 288,421 281,157 281,922 279,956
TOTAL ASSETS $ 4,321,388 $ 3,956,349 $ 4,294,232 $ 3,889,307
Liabilities:
NOW Accounts $ 1,033,190 $ 120 0.05% $ 966,649 $ 74 0.03% $ 1,056,419 $ 206 0.04% $ 976,031 §
Money Market Accounts 286,210 36 0.05 272,138 33 0.05 285,810 69 0.05 270,990
Savings Accounts 628,472 77 0.05 529,844 64 0.05 613,996 149 0.05 511,152
Other Time Deposits 95,132 33 0.14 102,995 37 0.15 96,088 66 0.14 102,544
Total Interest Bearing Deposits 2,043,004 266 0.05 1,871,626 208 0.04 2,052,313 490 0.05 1,860,717
Short-Term Borrowings 31,782 343 433 51,152 324 2.54 32,066 535 3.36 59,049
Subordinated Notes Payable 52,887 370 2.76 52,887 308 2.30 52,887 687 2.58 52,887
Other Long-Term Borrowings 722 8 4.54 1,762 16 3.38 777 17 4.51 2,246
Total Interest Bearing Liabilities 2,128,395 987 0.19% 1,977,427 856 0.17% 2,138,043 1,729 0.16% 1,974899
Noninterest Bearing Deposits 1,722,325 1,515,726 1,687,524 1,453,121
Other Liabilities 87,207 107,801 79,728 109,417
TOTAL LIABILITIES 3,937,927 3,600,954 3,905,295 3,537,437
Temporary Equity 10,096 26,355 10,306 24,178
TOTAL SHAREOWNERS’ EQUITY 373,365 329,040 378,631 327,692
TOTAL LIABILITIES, TEMPORARY
AND SHAREOWNERS” EQUITY $ 4,321,388 $ 3,956,349 $ 4,294,232 $ 3,889,307
Interest Rate Spread 2.78% 2.81% 2.64%
Net Interest Income $ 28409 ' $ 26,064 i $ 53,183 ' $
Net Interest Margirt®) 2.87% 2.89% 2.71% T

(WAverage Balances include net loan fees, discounts and premiums and nonaccrual loans. Interest income includes loans fees of $0.4 million and $1.9 million for the three month periods ended June
302022:¢pettively, and $0.5 million and $3.1 million for the six month periods ended June 30, 2022 and 2021, respectively.

@Interest income includes the effects of taxable equivalent adjustments using a 21% Federal tax rate.

(Taxable equivalent net interest income divided by average earning assets.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET

RISK

See “Market Risk and Interest Rate Sensitivity” in Management’s Discussion and Analysis of Financial Condition and Results
Ofperations, above, which is incorporated herein by reference. Management has determined that no additional disclosures
aceessary to assess changes in information about market risk that have occurredsince December 31,

2021.
Item 4. CONTROLS AND
PROCEDURES

At June 30, 2022, the end of the period covered by this Form 10-Q, our management, including our Chief Executive Officer and
Eimadicial Officer, evaluated the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) under
Sweurities Exchange Act of 1934). Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer
teatchdefithe end of the period covered by this report these disclosure controls and procedures were effective.

Our management, including our Chief Executive Officer and Chief Financial Officer, has reviewed our internal control over
fepantiag (as defined in Rule 13a-15(f) under the Securities Exchange Act of 1934). During the quarter ended on June 30, 2022,
Hasre been no significant changes in our internal control over financial reporting during our most recently completed fiscal quarter
thate materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION
Item 1. Legal Proceedings

We are party to lawsuits arising out of the normal course of business. In management's opinion, there is no known pending
tiegatieome of which would, individually or in the aggregate, have a material effect on our consolidated results of
tiparatiehppsition, or cash flows.

Item 1A. Risk Factors

In addition to the other information set forth in this Quarterly Report, you should carefully consider the factors discussed in Part
Item 1A. “Risk Factors” in our 2021 Form 10-K, as updated in our subsequent quarterly reports. The risks described in our 2021
Forka and our subsequent quarterly reports are not the only risks facing us. Additional risks and uncertainties not currently known to
us that we currently deem to be immaterial also may materially adversely affectour business, financial condition and/or

epariting

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior
Securities  None.
Item 4. Mine Safety Disclosure
Not Applicable.
Item 5. Other Information
None.
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Item 6.

Exhibits

(A)  Exhibits

31.1

31.2

101.SCH

Document
101.CAL

PorYRE
Document
101.PRE

PorBRe

104

Certification of William G Smith, Jr.. Chairman, President and Chief Executive Officer of Capital City Bank Group,
Igsuant to Rule 13a-14(a) of the Securities Exchange Act of

93#.
ertification of J. Kimbrough Davis. Executive Vice President and Chief Financial Officer of Capital City Bank
GiouBursuant to Rule 13a-14(a) of the Securities Exchange Act of

1934,
Cerfification of William G. Smith, Jr., Chairman, President and Chief Executive Officer of Capital City Bank Group,
Thosuant to 18 U.S.C. Section

1350.
Certification of J. Kimbrough Davis, Executive Vice President and Chief Financial Officer of Capital City Bank

GiouBursuant to 18 U.S.C. Section
1350.

XBRL Taxonomy Extension Schema

XBRL Taxonomy Extension Calculation Linkbase
XBRL Taxonomy Extension Label Linkbase
XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Linkbase Document

Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registranthas duly caused this Report to be signed on
Bshalf by the undersigned Chief Financial Officer hereunto duly

authorized.

CAPITAL CITY BANK GROUP,

INC. (Registrant)

J. Kimbrough

Bretsitive Vice President and Chief Financial
(MiicBravis is the Principal Financial Officer and
basn duly authorized to sign on behalf of the
Registrant)

Date: August 4, 2022

48






Exhibit 31.1

Certification of CEO Pursuant to Securities Exchange
Act Rule 13a-14(a) / 15d-14(a) as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of

2002

I, William G. Smith, Jr., certify

that:
1.
Inc.;
2.
fact

all

and

over

I have reviewed this quarterly report on Form 10-Q of Capital City Bank Group,

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
necessary to make the statements made, in light of the circumstances under which such statements were made, not
mitheadipg:t to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
peesedsed in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(efined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to theregistrant, including its
sobsiligeitsd] is made known to us by others within those entities, particularly during the period in which this

repeihg prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
tielpreparation of financial statements for external purposes in accordance withgenerally accepted
peawipting
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered

this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect,
thgistrant’s internal control over financial reporting;
and
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
performing the equivalent
functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
aepbrt financial information;

and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial

reporting.

/s/ William G. Smith,

William G. Smith,
Ghairman, President and
Chief Executive Officer

Date: August 4, 2022






Exhibit 31.2

Certification of CFO Pursuant to Securities Exchange
Act Rule 13a-14(a) / 15d-14(a) as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of

2002

I, J. Kimbrough Davis, certify

that:
1.
Inc.;
2.
fact

all

and

over

I have reviewed this quarterly report on Form 10-Q of Capital City Bank Group,

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
necessary to make the statements made, in light of the circumstances under which such statements were made, not
mitheadipg:t to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
peesedsed in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(efined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to theregistrant, including its
sobsiligeitsd] is made known to us by others within those entities, particularly during the period in which this

repeihg prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
tielpreparation of financial statements for external purposes in accordance withgenerally accepted
peawipting
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered

this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect,
thgistrant’s internal control over financial reporting;
and
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
performing the equivalent
functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
aepbrt financial information;

and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial
reporting.
/s/ J. Kimbrough
D&imbrough
Bretsitive Vice President and
Chief Financial
Officer

Date: August 4, 2022






Exhibit 32.1

Certification of CEO Pursuant to 18 U.S.C. Section

1350

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act of 2002, I, William G. Smith
@hairman, President, and Chief Executive Officer of Capital City Bank Group, Inc., hereby certify that to my knowledge (1)
Qumrterly Report of the Company on Form 10-Q for the period ended June 30,2022, as filed with the Securities and
Epdharigeion on the date hereof (this "Report"), fully complies with the requirements of Section 13(a) of the Securities Exchange
Afct 934, as amended, and (2) the information contained in this Report fairly presents, in all material respects, the financial
ofnkétiOompany and its results of operations as of and for the periods covered therein.

/s/ William G. Smith,

William G. Smith,
{hairman, President, and
Chief Executive Officer

Date: August 4, 2022

A signed original of this written statement required by Section 906, or other documentauthenticating, acknowledging or
edogrtiigethe signature that appears in typed form within the electronic versionof this written statement required by Section 906,
basn provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or
staff upon request.






Exhibit 32.2

Certification of CFO Pursuant to 18 U.S.C. Section

1350

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act of 2002, I, J. Kimbrough
Bayisitive Vice President and Chief Financial Officer of Capital City Bank Group, Inc., hereby certify thatto my knowledge (1)
Qumrterly Report of the Company on Form 10-Q for the period ended June 30,2022, as filed with the Securities and

Epdharigeion on the date hereof (this "Report"), fully complies with the requirements of Section 13(a) of the Securities Exchange
Afct 934, as amended, and (2) the information contained in this Report fairly presents,in all material respects, the financial
ofnkétiOompany and its results of operations as of and for the periods covered therein.

/s/ J. Kimbrough

Pagifabrough

Bratative Vice President
@idef Financial

Officer

Date: August 4, 2022

A signed original of this written statement required by Section 906, or other documentauthenticating, acknowledging or
atdoptaigethe signature that appears in typed form within the electronic versionof this written statement required by Section 906,
basn provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or
sta ff upon request.






