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Summary of Results
Fourth Quarter, 2020

How do you operate one of the most successful retail branches in the 
Essex Bank system? According to branch officer Leanne Melton, you 
get involved in the community, and in the lives of your customers. “Our 
customers are like family,” she says.

• Net income was $15.5 million for 2020.

• Total loans grew $74.8 million, or 7.1%, for 2020, excluding loans 
originated during 2020 under the PPP. 

• Total non-performing assets decreased by $2.8 million, or 26%.

• Noninterest bearing deposit growth was $120.3 million, a 67.4% 
increase in total balances.

• The common stock dividend increased from $0.05 per share to 
$0.06 per share in the last quarter of 2020.

Leanne Melton
Assistant Vice President 
Flat Rock Branch Officer



Consolidated Balance Sheets—Unaudited Condensed

(Dollars in thousands) December 31, 2020 September 30, 2020 December 31, 2019   
Assets 
 Cash and cash equivalents $ 63,185 $ 75,484 $ 28,684
 Securities  300,959  265,554  231,557
 Net loans  1,193,906  1,193,522  1,082,767
 Bank premises and equipment, net  29,404  29,786  31,061
 Other real estate owned  4,361  4,416  4,527
 Bank owned life insurance  30,029  29,858  29,340
 Other assets  22,914  23,617  22,904        
  Total assets $ 1,644,758 $ 1,622,237 $ 1,430,840                
Liabilities 
 Deposits $ 1,398,701 $ 1,369,342 $ 1,163,448
 Federal funds purchased   —  940  24,437
 Federal Home Loan Bank borrowings  57,833  68,000  68,500
 Trust preferred capital notes  4,124  4,124  4,124
 Other liabilities  14,446  14,041  14,852        
  Total liabilities  1,475,104  1,456,447  1,275,361
 
Shareholders’ Equity 

 Common stock   222  223  224 
 Additional paid in capital  149,822  150,708  150,728
 Retained earnings   18,110  12,653  5,461
 Dividends paid on common stock  (4,691)  (3,353)  (2,899)
 Accumulated other comprehensive income   6,191  5,559  1,965        
  Total shareholders’ equity  169,654  165,790  155,479        
  Total liabilities and shareholders’ equity $ 1,644,758 $ 1,622,237 $ 1,430,840                

Closing Stock Price $ 6.75 $ 5.08 $ 8.88

Summary Income Statements—Unaudited Condensed 
(Dollars in thousands) For the three months ended For the year ended
  
  Dec. 31, 2020 Sep. 30, 2020 Dec. 31, 2019 Dec. 31, 2020 Dec. 31, 2019        
Interest income   $ 16,371 $ 15,549 $ 16,277 $ 63,617 $ 65,449
Interest expense    2,372  2,836  3,864  12,307  15,492        
Net interest income    13,999  12,713  12,413  51,310  49,957
Provision for loan losses    —  —  200   4,200   325       
Net interest income after provision for loan losses    13,999  12,713  12,213  47,110  49,632
Noninterest income    1,525  1,472  1,378  5,948  5,354
Noninterest expense    8,739  8,526  8,668  33,732  35,729       
Income before income taxes    6,785  5,659  4,923  19,326  19,257
Income tax expense    1,328  1,143  878  3,778   3,552       
Net income    $ 5,457 $ 4,516 $ 4,045 $ 15,548 $ 15,705              

EPS Basic   $ 0.24 $ 0.20 $ 0.18 $ 0.70 $ 0.71
EPS Diluted   $ 0.24 $ 0.20 $ 0.18 $ 0.69 $ 0.70

Fully Diluted share count    22,555  22,503  22,696   22,539  22,531

Return on average assets, annualized    1.32%  1.12%  1.14%  0.99%  1.11%
Return on average equity, annualized    12.64%  11.04%  10.42%  9.58%  10.63%

To our shareholders:
Last year at this time, we had just finished the most profitable year in 

the history of the Company. Who knew what 2020 had in store for all of us? 
It was a year filled with much turmoil, confusion and anxiety as we all ma-
neuvered through the COVID-19 pandemic and the unrest of the election. 
Certainly, community banking and specifically Essex Bank came through as 
a bright spot with our ability to help our customers and our communities 
by efficiently delivering COVID relief in the form of Paycheck Protection Pro-
gram (PPP) loans and other payment relief. As I write to you today, we have 
begun the second round of relief, and hopefully this will help keep our local 
communities and businesses thriving for the long term.

Despite all the trials and tribulations created by the pandemic, I am hap-
py to inform you that net income was $15.5 million for 2020, only a slight 
decrease from net income of $15.7 million for 2019. This decrease was after 
a much larger increase of $3.9 million over the prior year in the provision 
for loan losses, which was driven by general credit uncertainties created 
during the pandemic. There were also other expense increases related to 
COVID in supplies and office cleaning. 

The balance sheet continued to grow in the areas that we had strate-
gically targeted several years ago. Total loans grew $74.8 million, or 7.1%, 
for 2020, excluding loans originated during 2020 under the PPP. Fourth 
quarter growth was robust, at $40.5 million when excluding PPP loans. To-
tal loans, including PPP loans but excluding PCI loans, were $1.182 billion 
at December 31, 2020, increasing $124.0 million, or 11.7%, from year end 
2019. Credit quality also remains strong as total non-performing assets de-
creased by $2.8 million, or 26.4%, for 2020. But, we are not through with the 
effects of the pandemic yet, and so we will continue to vigilantly monitor 
credit quality given the risk of continued stress in certain business sectors. 

For 2020, noninterest bearing deposit growth was $120.3 million, a 
67.4% increase in total balances and a better than expected increase in the 
number of total relationships. 

The volume of new transaction accounts helped drive an increase in 
noninterest fee income, which was augmented by increases in mortgage 
loan origination income and investment sales and management income. 
Noninterest expenses decreased for the year due to a decrease in salaries 
and benefits, which were driven by the increase in capitalized internal loan 
costs related to the origination of PPP loans. Additionally, the closure of 
two branch offices in 2019 has positively affected salaries as well as other 
expense categories in 2020, namely occupancy and equipment expenses.

Capital remains strong as all of the Company’s capital ratios well sur-
passed regulatory guidelines. To that end, we continue to emphasize key 
metrics that will enhance shareholder returns. This includes ways to lever-
age our capital, as shown in the fourth quarter of 2020 with the increase in 
our quarterly common stock dividend from $0.05 per share to $0.06 per 
share. We also reopened the previously announced common stock repur-
chase program and, since January 2020, repurchased 330,000 shares for 
$2.1 million. We have worked with our regulators to announce a program 
for the next 12 months.

We are far from through with the challenges of the pandemic, but both 
management and the Board are excited for 2021 and are encouraged by all 
we were able to accomplish in these uncertain and trying times. We have 
worked hard to build a flexible balance sheet for anything that may come 
our way, and I believe our associates and management team have proven 
that they can adapt and prevail. We thank you for your continued support.

Rex L. Smith, III
President and CEO


