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Important Information

Important Information for Investors and Shareholders

In connectionwith the proposedtransaction, SmartFinanciallnc. ( “ Sma r t Fwilhfdéenmdth thel " )
Securitiesand Exchang&€€ommissior{ “ S @& @disjrationstatementon FormS4 containinga joint proxy
statement/prospectusof CapstoneBancshares|nc. ( “ C a p sand3martFipancialA definitive joint
proxy statement/prospectuswill be mailed to shareholdersof both SmartFinancialand Capstone
Shareholder®f SmartFinanciadnd Capstoneare urgedto readthe joint proxy statement/prospectusand
other documentsthat will be filed with the SE@arefullyandin their entirety whenthey becomeavailable
becausethey will containimportant information. Shareholderswill be able to obtain free copiesof the
registration statementand the joint proxy statement/prospectugwhen available)and other documents
filed with the SEGy SmartFinanciathrough the website maintainedby the SEGat http://www .secgov
Copiesof the documentsfiled with the SECbhy SmartFinanciaWwill also be availablefree of chargeon
Smar t Fi website at aww.ssartbankcom or by contactingS ma r t F i ineestar Retatiohss
Departmentat 423.385.3009,

SmartFinancialCapstonetheir directorsand executiveofficers,and other membersof managementand
employeesmay be consideredparticipantsin the solicitation of proxiesin connectionwith the proposed
transaction Information about the directors and executive officers of SmartFinancials set forth in
Smar t Fi praxystatenaehtforsits 2017 annualshareholderaneeting Other information regarding
the participantsin the proxy solicitationsand a description of their direct and indirect interests, by
security holdings or otherwise, will be containedin the joint proxy statement/prospectusand other
relevantmaterialsto be filed with the SEQvhenthey becomeavailable
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Important Information

Forward Looking Statement Disclosure

This presentation contains forward-looking statements SmartFinanciatautionsyou that a number of
important factors could causeactual resultsto differ materially from those currently anticipatedin any
forward-looking statement Suchfactorsinclude,but are not limited to: the businesse®f Capstoneand
SmartFinanciainay not be integratedsuccessfullypr suchintegrationmaytake longerto accomplisithan
expected the expectedcost savingsand revenue synergiesfrom the merger may not be fully realized
within the expectedtimeframesor at all; disruptionfrom the transactionmay makeit difficult to maintain
relationshipswith clientsor employeesthe required governmentalapprovalsfor the transactionmay not
be obtained on the proposed terms and schedulesor at all; Ca p s t shareholders and/or
Smar t Fi shareholdeesinay sot approve the transaction changesin prevailing economic and
political conditions, particularly in our market areas,includingthe areasservedby Capstone credit risk
associatedwith our lending activities changesin interest rates, loan demand, real estate valuesand
competition, changesn accountingprinciples policies,andguidelines changesn anyapplicableaw, rule,
regulationor practicewith respectto tax or legalissues and other economic,competitive,governmental,
regulatory and technologicalfactors affecting our operations, pricing, products and servicesand other
factorsthat maybe describedn our AnnualReportson Form10-Kand QuarterlyReportson Form10-Q as
filed with the SECrom time to time. The forward-looking statementsare made as of the date of this
presentation,and, exceptas may be required by applicablelaw or regulation,SmartFinanciahssumeso
obligationto update the forward-looking statementsor to update the reasonswhy actual results could
differ from those projectedin the forward-lookingstatements
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Opportunity and Rationale
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Source: SNL Financial

Based on banlevel regulatory filings as of 3/31/2017

4 Continued growth of Southern banking franchise
A Pro forma company over $1.6 billion in total assets
A Strategic entry into attractive Alabama markets

4 Financially attractive
A Enhanced profitability with +26 EPS accretion

A Tangible book value dilution earned back inyears
A Pro forma company “well

4 Solid fit
A Complementary branch profile fills in existing SmartBank footprint

A SMBK management enjoys longstanding ties to the region
A Capstone CEO to join SmartBank leadership team

capital

Capstone Bank Financial Highlights(?)

Assets: $511M Branches: 8 TCE/TA: 10.1%
Gross Loans:$412M NPAs/Assets:0.65% Deposits:  $446M
LTM ROAA: 0.82% LTMEffic: 63.3%
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Tuscaloosa Market Highlights

A SMBK Chairman Miller Welborn was raised in

Tuscaloosa and has strong ties to the area THE UNIVERSITY OF

®
4 TuscaloospAL is home to the flagship campus of the ALABAMA

University of Alabama, one of the largest universities in
the country

A Over 37,000 students

4 In1993, Mercedes3enz selected Tuscaloosa as the Health System 1®

headquarters for its U.Shased manufacturing Caring. For life.

operations Mercedes-Benz

A Located approximately 20 miles from
downtown Tuscaloosa

A~ -3600employees BFGoodrich

Tires

4. DCH Regional Medical center opened in Tuscaloosa in @ )
1923 and today serves as Ml aba
premier hospitals * 2 5 REFINING COMPANY

A +500bed facility
A Over3,600employees

Source SMBK management, Universif/Alabama, MercedeBenz U.S. International, Inc., DCH
Health System, BF Goodrich, Hunt Refining Company, Nucor Steel Tuscaloosa, Inc.
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Capstone Leaders Joining SMBK

Robert Kuhn

Capstone CEO

Steven Tucker

Capstone
Chairman

J. Beau Wicks
Capstone Director

Mr. Kuhnwas born andaisedin Tuscaloosa, Alabama. He graduated from Tuscaloosa High School, Alexander City Junior
College, and from The University of Alabama in Birmingham with a degeceepiorate financeandinvestment

managementMr. Kuhnhas been in the banking business for over 34 years with experience in key areas of banking,
including collections, operations, retail lending, credit analysis and commercial lending. For 15 years he was a member C
the corporate banking team at Regions Bank in Birmingham, Alablar#@00, Mr. Kuhmneturned home to Tuscalooses
President and CEO of Security Bank. In 200%8jbaedto Regions as President and CEO of the Tuscaloosa Bank, and
joined Capstone Bank in late 2008 as President@ae.

Chairman Tucker graduated from the University of Alabama with dual degrees in finance and accounting as well as an V
After serving as an officer in the US Army, he joined the national accounting firm of Arthur Anderson and completed the
requirements to become a Certified Public Accountant. Mr. Tucker worked for 20 years in the field of public accounting, ¢
then became a principal in Barnett Transportation, a liquid bulk transporter headquartered in Tuscaloosa, Alabama. Tuck
has served many years as Treasurer and | ater Presiden
of the Al abama Trucking Association Worker’'s Compensa
Bank in 2008 and has served on the loan, audit and compensation committees and currently is Chairman of the Board.

Mr. Wicks, 56, is iifelongresident of Tuscaloosa. He is a 1983 graduate of The University of Alabama, with a degree in
Accounting. He spent eight years asoatrollerfor Randall Publishing Company, and six years as CFO for Cummings
TruckingCompany. 11998,Mr. Wicks started Southeast Logistics, a regional trucking company serving the building
products industry (roofing, steel, lumber, pipe). The company has grown to operate approximately 300 trucks with four
offices in three statedMr. Wicks is a member of the Alabama Trucking Association, and has served on the board of
directors of the ATA Workers Compensation Self Insurance Fund for twelve years, including two glegirsnas. Mr.

Wicks joined The Board of Directors of Capstone Bank in 2008, and has servedbam,thedgetandaudit committees
including five years as AudithairmanPrior to joining Capston®/r. Wicks also served three years on the Board of
Directors of First Feder8ank. Ovethe yearsMr. Wicks has served numerous civic and philanthropic organizations within
his community
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Pro Forma Branch

4. Capstone brings the
vibrant Tuscaloosa
market to
complement existing
Tennessee and
Florida markets

Capstone’ s
Robert Kuhn, will be
the Regional
President for
Alabama and the
Florida Panhandle
which will enhance
Smart Bank’
geographic profile

Pro forma footprint
allows for additional
opportunities for
market expansion

SourceSNL Financial
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Pro Forma SMBK

Total Assets: ~$1.6billion
Total Gross Loans: ~$1.2 bilion
Total Deposits: ~$1.3 billion
Capitalization: ' TCE/TA: ~10%
Pro Forma |
Estimates(?) . Leverage=-10%

Tier 1: ~12%
Total RBC: ~12%

_______________________________________________________________________________________________

Holding Company - SmartFinancigdlans to draw $10 million
Line of Credit - from proposed holding company line to
' support capital ratios at the bank

Source: SNL Financial &

(1) Proforma balancsheetbasedon bank holding company financials as of March2®17 and

excludes purchase accounting adjustments; pro forma capitalization based on December 31, Zos tF' = I I
8 estimates mar Inancla L nc-




Summary Transaction Terms

Acquiror: ' SmartFinancial, Inc.

Consideration Mix: | Approximately $69.0 million in stoék
(2,899,107 SMBK shares issued) and $15.8
Transaction - million in cash

Terms Valuation ' 159% ofTangible Book Value
Multiples!)?); ' 22.0x LTM Earnings

Required Approvals: | Customary regulatory approvals, SmartFinan
' shareholdersand Capstone shareholders

Expected Closing: | Q4 2017

(1) Based or4,263,393 Capstonghares, 262,324 Capstone options (weighted average strike price of &

$10.00), and SMBK’'s closing price of $22.70 on May 19, 2017

9 (2) Based on Capstone Bancshares, Inc. financials as of March 31, 2017 sma rt Fi nancial y I n c.




Deal Assumptions and Impact

Cost Savings: . 25%with 85% phasedh in 2018 and 100%
. thereafter

Merger Related ' $5.0 million aftertax

Deal Expenses: '

Assumptions Significant Purch. | $8.0 millionloancredit mark down

Acct. Mark: '
Core Deposit . 1.00% of core (notime) deposits
Intangible: |

Earnings Accretion: +25% in each of the first two years (excl.
. merger charges)

Estimated
FLERTEL

Impact TBV Dilution: . ~7.5%, earned back over ~3 years (Crosso

Al
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Due Diligence Summary

4. Broad due diligence process

dn  Thorough review of credit files, underwriting methodology, process
and policy

4. Reviewed 65%f the total dollar amount of Capstone loans
outstanding (all loans =0,000)

4w Supplementary outside review completed on selected loans
4 In depth review of cost savings items

4. Credit diligence resulted in a gross $8 million credit mark

Al
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Pro Forma Loan Composition

/_Other

Consumer Consume

Other C&D

Multifam. .
Multifam.

(Dollars in thousands)

Amount % of Total jll Loans Amount % of Total

Loans Amount % of Total

C&D $ 115,674 143% C&D $ 45,660 11.1% C&D $ 161,334 13.2%
1- 4 Family RE 186,345 23.1% 1-4Family RE 87,274 21.2% 1-4Family RE 273,619 22.4%
Multifamily RE 17,727 2.2%  Multifamily RE 23,649 5.7% Multifamily RE 41,376 3.4%
OO CRE 176,592 21.8% OO CRE 54,629 13.3% OO CRE 231,221 18.9%
Non-OO CRE 210,901 26.1% Non-OO CRE 57,625 14.0% Non-OO CRE 268,526 22.0%
Cé&l 90,454 11.2% C&l 92,810 225% C&l 183,264 15.0%
Consumer 6,865 0.8% Consumer 8,208 2.0% Consumer 15,073 1.2%
Other 3,760 0.5% Other 42,355 10.3% Other 46,115 3.8%

Gross Loans and Leases S 808,318 100.0% Gross Loans and Leases S 412,210 100.0% Gross Loans and Leases $1,220,528 100.0%
Q12017 Yield on Loans 4.92% Q12017 Yield on Loans 4.60% Weighted Average Yield 4.81%

4 Estimated pro forma CRHotal RBC and CLD / Total RBC ratios not to exceed 300%/100%

Source: SNL Financial; based on Hawkl regulatory filings as of March 31, 2017
Note: Pro forma composition excludes purchase accounting adjustments

12 SmartFinancial, Inc.



Pro Forma Deposit Composition

NortInt Nor+int
Bearing Bearing

Nonr-Int
Bearing

Retail Retail
Time

Time 1B, IB
Demand, Demand,
Savings & Savings &
MMDA MMDA

Retail

Time
1B,

Demand,
Savings &
[\ \/|BYAN

(Dollars in thousands)
Deposits Amount % of Total Jjll Deposits Amount % of Total

Deposits Amount % of Total
Non-Interest Bearing $ 266,477 19.8%

Non-Interest Bearing $ 174,092 19.3% Non-Interest Bearing $ 92385  20.7%
IB, Demand, Sav. & MMDA 442,483 49.0% IB, Demand, Sav. & MMDA 212,582 47.7% 1B, Demand, Sav. & MMDA 655,065 48.6%

Retail Time Deposits 121,743  13.5% Retail Time Deposits 48,252 10.8% Retail Time Deposits 169,995  12.6%
Jumbo Time Deposits 164,857  18.3% Jumbo Time Deposits 92,439 20.7% Jumbo Time Deposits 257,296  19.1%
Total Deposits $ 903,175 100.0%  Total Deposits S 445,658 100.0% Total Deposits $1,348,833  100.0%

Q1 2017 Cost of Deposits 0.48% Q1 2017 Cost of Deposits 0.58% Weighted Average Cost 0.51%

13

Source: SNL Financial; based on Hawkl regulatory filings as of March 31, 2017
Note: Pro forma composition excludes purchase accounting adjustments
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