2010 Annual Meeting

Don’s First Speech

2009 proved to be another difficult year for FeatuWhile we will spend some time this
morning discussing the causes behind the subdtagsfor the year, we intend to spend most oftooe
today discussing the future. We will provide yoithssome insights into our strategic planning psscas well
as announce major changes in store for your comfuaur010.

As everyone in this room knows very well, 2009 wasther very disappointing year for our company
as we reported a $16 million loss for the year.irAthe prior year, the loss was principally a teefithe
inability of many of our borrowers to repay -while to heavy provision expense for possible futoas
losses. Provision for loan loss expense in 20G8ad $14.7 million nearly twice the level of 20&8d 2007
and about 12 times greater than our pre-recessstaorical annual provision levels. In additionatocollection
expenses increased by $2.7 million and fees fargitofessional services and expenses increasbdrillion.
Obviously, these extraordinary recessionary andierelated expenses played havoc with our income
statement and seriously attacked our capital accoun

On the flip side, we did report a profit for treufth quarter of 2009 and the annual report létter
shareholders did point to some improvement in agsaity trends and expected improvement in theallve
economy!

Since you've had a chance to read about last yéadscial performance in the proxy mailing package
I’m going to focus my comments on the positive ¢jsinve began seeing during the third and fourthtgusof
2009 which are continuing into 2010.

First, we are definitely beginning to see somatp@strends in overall loan quality. Fewer loare
migrating into a watch or substandard loan statas,performing loans have declined slightly frohe prior

year and loan delinquencies ended the year bélewetel of 2008. Certain troubled business loamdwers
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have been able to change their product line omrslifyetheir customer base thus strengthening tt@mpanies,
and allowing us to upgrade their loans. Residept@perty values are beginning to stabilize andhaee been
able to resell properties acquired through foragiest or near our carrying values for the fingtetiin two
years.

At both the 2008 and 2009 shareholder meetingsyar@ioned the high level of construction and
development loans as having been a major sourgerafredit problems. | am pleased to report thetesmid-
year 2007, our construction and land developmet fmrtfolio has dropped by 65.4% from $62.5 millto
$21.6 million. This dramatic reduction in expostoehis troubled industry should soften the futio@n loss
provision requirement for such loans and assisuinfinancial turnaround.

Now are we “out of the woods?” On asset qualiti® not yet but we definitely can see the “lightte
end of the tunnel.”

Last year we began the process of shrinking tiné balance sheets to improve their net interest
margins and capital ratios. Loan and deposit @sterate spreads were widened and non-core deposit
relationships were reduced -resulting in a 10 basist improvement in the net interest margin grear-to-
year basis.

Another area of accomplishment that was probablsked by the magnitude of the loss for the year,
was in the area of expense control. During thiy gart of 2009, we substantially changed our oiztional
structure and eliminated the associated overhepelnse. We collapsed one of our bank boards, wéfiead
senior management roles and responsibility, weieétad about 12% of our workforce we cut salar@ess
the board for all employees, we eliminated bonasesstock options and we suspended retirement
contributions for all employee plans including theesic 401(k) company contribution plan. The impeas
painful and difficult as these expense reductiomsacted everyone in our company. As you can well
appreciate, it's not easy to maintain employee teosden the company is reporting large operatisgds and

employees are being asked to sacrifice personBilj.I'm pleased to tell you that our employeesjast as
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loyal to our company as you are. I'm not awararmy officer or employee who walked away from usduse
of the personal sacrifice and the tough times edaaing. Virtually every employee “committed t@tbause”
and resolved to do his or her part to help our amgsurvive. The savings connected with thesegdsnout

expenses by well over one million dollars for tleayand will continue to benefit us in 2010 anddrely

My hope is that you sense the tone of optimisnlitfeel about how we’re currently performing and
how we’re positioned coming out of the recessiddur banks withstood a couple years worth of “heaogy
blows” and they are all still standing firm andytee all still adequately capitalized. So | befieve have
weathered the worst of the storm!

Now are we close to returning to profitability ad@ast near break-even performance? Well we den’t
certain but it is beginning to feel like that. Té@re some positive signs in the overall econosny a
unemployment is no longer increasing, auto salestengthening and overall consumer confidence is
improving.

As | mentioned earlier, we did report a profitidgrthe fourth quarter of 2009, (the firstin 7
consecutive quarters). Additionally, later this weee’ll be reporting a modest manageable lossHeffirst
guarter of 2010 as compared to the sizeable lads&308 and 20009.

Now, two quarters do not constitute a trend, bueémvboupled with the many other positive asset tuali
measures and expense reductions | mentioned psdyjgou can begin to understand the reason for my
optimism.

Some of you follow the financial performance ofdincial institutions closely. So you know that the
key to survival for a struggling bank is in beirgeato prevent operating losses from eroding chfmta point
where the bank becomes undercapitalized and ut@btntinue as a viable entity. That risk hasntyeaeen
the focus of our attention for the past two yeaid @while we have shared some information with yiooua our

strategic plans, we have not been able to paiotrgtete picture until today.



So at this time it's my pleasure to turn the nregetver to Chairman Shook for his comments abaait th

specific steps we are taking to strengthen thaagposition and future performance of our company.



2010 Annual Meeting Presentation

Forrest Shook

Thank you Don.

Each year | try to provide you with an outside diog's viewpoint on company financial
performance and give you a glimpse of our plangterfuture. And that is the same format |
intend to follow this morning.

It certainly is difficult to stand in front of a gup of shareholders and discuss the fact that
the company lost $16 million dollars the prior yedtowever, that is exactly what happened and
on the heels of a $12 million dollar loss the psiear it makes things pretty uncomfortable for all
of us.

So the key questions are how bad is our situatiohvehere do we go from here?

Without any doubt, this economy and its impactimntianking industry has created the most
difficult challenge banks have faced since the tgdearession. As Don has already mentioned,
operating losses have eroded the capital positioeioworth of our company. Are the capital
levels at our banks stressed? Of course they aitearB the levels at a critical or dangerous level?
no they are not. | am pleased to assure younihgtite of the substantial losses encountered
during the past two years, all three of our bameksain adequately capitalized according to
regulatory capital standards. But since our chpda deteriorated during the past two years, your
board has been involved in an extensive stratdgimmg process to improve overall capital
levels.

Early last year, we considered a tarp injectiomftbe federal government. We also
looked at raising capital from the issuance of pegferred or common stock. After serious

consideration, the board decided against accefiiangovernment tarp proceeds. Additionally,
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the board has resisted issuing new common stockuedt would have such a dilutive affect on
existing shareholders. Preferred stock is notgioo at this time because of the inability of the
banks to upstream dividends as a source of repayonesm new preferred stock issue.

Given these decisions, early last year the boacitidd to sell Davison State Bank and
reclaim the capital invested there for redistribntio The State Bank, West Michigan Community
Bank or both. While that transaction awaited ratprly approval for well over a year | am
pleased to report that the acquiring entity reakaeproval for the purchase early this month and
the closing is actually expected to take placéateind of this month. Don will provide a few
details on the financial impact of this transactioiis comments to follow.

While we remained optimistic through out the ydweat this sale would ultimately be
approved, we continued to investigate other altereato strengthen the overall condition of the
company. and today is gives me a great deal optedo inform you that just last week your
board authorized management to enter into an agneteim sell West Michigan Community Bank
to the owners of Northstar Financial Group, InconDvill also provide some additional financial
details on this transaction, but | do want yourtow that the sale of these two banks will allow
Fentura to inject additional capital into The StAsk to return it to what is considered a strong
or well capitalized position.

As we discussed and concluded in one of our spdcttor meetings about a year ago
sometimes you have to shrink to survive and posyimur company to “live to fight another day”.
That is exactly the philosophy we have been opagatnder for the past 18 months and with
these announcements today the approval of theot&lavison State Bank and the agreement to
sell West Michigan Community Bank we are thereatlib to say we believe we will have
accomplished our goal of repositioning the compayghrinking to become a smaller but

stronger company.



| do want you to know that this has been a coupleery difficult years for all of us. It
has been difficult for you as shareholders, diftitor those of us who are directors and difficult
for our officers and employees. None of us evexgimed that our share price could or would
drop to such a low level and | don’t think any sfexpected that company performance would
deteriorate to a point that we would have to sudfka dividend.

But in looking back, the national and internatiofi@ancial community pretty much went into a
free fall in 2008. The federal government stabilizhe big banks during the early part of 2009,
but did very little to assist the small banks wiawé been left to “fend for themselves”. While
we are all disappointed and suffering as sharemloecause of the performance of our banks.
We track our performance against other similar BMizghigan banks and we are actually doing
better than many by comparison.

It is important that you realize that your direstand management team have wrestled
hard with these problems over the last two ye®ve. have uncovered every stone and looked at
every scenario possible. We believe we have aeatirvival strategy by returning Fentura to
its original core markets as a one bank holdingmammy for The State Bank. The sale of Davison
State Bank and West Michigan community bank shpubdide Fentura and The State Bank with
enough capital to not only weather the storm bypdmationed for improved performance when
the economy finally turns around.

At this time, Don is going to return to the poditmdescribe in more detail the positive

impact that the sale of these two banks will havé&entura and The State Bank.



2010 Annual Meeting

Don’s Second Presentation

As Forrest pointed out in his comments, our prinfacus for the past two years has been on
capital adequacy. From mid year 2007 to mid y@@92the capital or net worth position of our badg&slined
on average about one fourth declining from a le¥@% of total assets when the recession startathdat 6%
of total assets at June 30, 2009. That deteiboratas clearly a wake-up call and the boards aadagement
teams of all three banks have been working diligesibce mid-year last year to address the sitoadiod I'm
proud to report that all three banks have imprabed capital positions since then. However, asda just
pointed out, we decided that shrinking back toanginal core franchise was the best strategy suenour
best long-term chance for survival.

So this morning I'd like to talk through some bétfinancial details connected with shrinking the
company.

Last year we've agreed to sell Davison State Bawtkthat closing will take place today at 4:00. The
$2.8 million sale price is about equal to the cotrteook value of the bank.

In a separate and second transaction, we haveedntgo an agreement to sell West Michigan
Community Bank for approximately $11.00 million whiis a 10% premium above book value. When you
stop to think about it for a minute these salegwiat or above book value are pretty handsomelayte
marketplace as small bank stocks (including Fehanmaselling well below book value. As a reswi, believe
these transactions will benefit you as shareholdetis in the near and long term. While we did unsx
investment banking firms to negotiate the transasti we did pay advisory firms for certain consgti

assistance and for a sale price fairness opinidineirtase of West Michigan Community Bank.
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As Forrest mentioned, the sale of the banks WdixaFentura to invest a portion of the proceed$ e
State Bank returning it to a well capitalized letrebugh an injection of approximately $6.3 millioh
additional paid in capital. The proceeds fromghk of the two banks over and above that levélbgilutilized
by Fentura to form a new subsidiary to acquireatemon performing assets from West Michigan Comitgun
Bank as required under the terms of the bank gpeaent. Those assets involve loans in the psaxfes
collection or real estate properties that have la@epired through loan servicing action. Undedytollateral
and property values cover the loan balances cagket carrying values. As a result, the liquidatieer time of
the approximate $7.5 million housed in this newssdiary should be available to Fentura down thel foa
general corporate purposes.

In closing, this process of developing a survplah for Fentura has been an arduous one for our
directors and our officers. We have experiencedrdald number of “up’s and down’s” during the past
years. But today, we are more confident then wiirae since the recession started that we havéich so
turnaround and survival plan. Five Michigan bah&se failed during this recession and it is likeélgt more
will follow. Our objective has been to protect yahareholder investment by figuring out a wayweather
the storm”.

The storm isn’t quite over yet but the Fenturgsiartainly isn’t listing as badly as she once did.
Clearly, returning Fentura to its roots as a orm&kldalding company for The State Bank with The S&dnk
returning to a well capitalized level leaves ushwiite best possible structure to achieve a turmarauour
financial and hopefully that will also result imeasonable and appropriate turnabout in our shadent price.
If all goes according to plan, the sale of the baoks and the recapitalization of The State Barlkbei
completed before year end. And coupled with exgkictgprovement in the economy 2011 has the potetatial

be our best year since 2006.



We appreciate your patience, your confidence,yand support as we now proceed to implement these
dramatic and strategic changes designed to imghe/&nancial strength and profitability of yourrapany.
At this time it's my pleasure to turn the micropledback to Vice Chairman McKinney for the wrap up

of the business portion of the meeting.



