2011 ANNUAL MEETING
DON GRILL
After three consecutive years of struggling to fite right words to use in discussing our
financial performance---I am pleased to say thatgleparation came a little easier this year. ®Rigntura
still reported a loss for the full year---we readlreepoint along the way---where it felt like wedlly started to
turn the corner---and as you already know, bothStete Bank and Fentura Financial, inc. achievedoét
during the fourth quarter of 2010.

The last three years proved to be a very diffipeitiod of time for our economy, the banking indystr
and for our company. The collapse of the housmdgistry in 2007 and 2008 had a devastating impachany
of our borrowers! The near meltdown of Wall StreeP009 rocked the financial world---and collaggsireal
estate values in 2009 and 2010 had a devastatipgcinon home values, commercial property valuasd-af
course, loan collateral values.

This confluence of events created what turned oubé unprecedented operating losses for our
company---so reflecting on the magnitude of thasdlems heightens the excitement that we all sharee
finally start talking about---“turning the corner”.

I’'m proud to say that we are currently stabiliziogr balance sheet, improving our operating margins
and strengthening our capital position.---but gettio that point was not an easy task!---as a tneloes
amount of planning, negotiating---and good old faséd hard work---was required on the part of our
employees---our management team and our directanst-1 believe Forrest will expand on that in his
comments later.

In summarizing my thoughts about the financialfgrenance of the company for 2010, I'm going to
avoid the “banker tendency” to spend too much tiedking about problem assets, credit quality trerolan
loss provision, net charge-offs and the like. Rgtlwhat | intend to do is give you some big piethrghlights

to help you understand where we’re at today and wyeel like we are turning the corner.
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Ironically, our biggest accomplishments in 201i@tex to our efforts to shrink the company. Tioay
comes from the fact that during the go-go yearsneel to grow the company rapidly---but during tipesat
recession we soon concluded that we needed tokghercompany to survive.

As you all know by now, we sold Davison State Bamla transaction that closed on March 31, 2010.
Additionally we finalized all the negotiations nesary for the sale of West Michigan Community Bdoking
2010---and completed that sale on January 31, 20hk sale of those banks allowed the holding campa
reclaim or recover the capital extended previotslgstablish and acquire the banks. Re-captuhagéapital
and shrinking the company improved the equity pasibf both the holding company and the State Bank.
Specifically, those transactions resulted in anrexmate 35% improvement in the capital ratios ehtira---
and cash injections into the State Bank by Fentmeaexpected to return the State Bank to a weitalged
status during the second or third quarters of yhmr. Both sales were completed without investrbanker
involvement----other than initial information gathrey and assistance with fairness opinions to maffine value
of the transactions. Importantly, both banks weerd at a premium to book value.

On an operating basis---setting aside the impathe®xtraordinary loan loss provision connectetth wi
troubled borrowers---our operations remained saimndughout the year. In fact, our net interestgimafor
2010 improved by 22 basis points over 2009. Thas mrimarily a result of concerted efforts on thet pf our
lenders and retail bankers to promote products @iging more favorable to the bank, while maintagi
important customer relationships.

Non-interest income of $4.8 million for the yeaflected a $1.4 million improvement over 2009---as
substantial adjustments in security values requit&009 did not carry over into 2010.

Your bankers also continued their frugal ways amtoolling operating expenses as total non interest
expense declined 11% or approximately $1.6 milfrom the prior year.

While we previously reduced and capped wage andrysadjustments, our employees remain

committed to their jobs and to the success of oangany. They are also excited about the turnardoirailr
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performance which should allow us to again appetely reward them for their loyalty and important
contribution to our success.

Moving on to 2011, | am pleased to inform you thatrlier today we formally released our first daar
results---announcing a $310,000 profit for thetfgiearter of this year! With a solid margin, aesigthening
balance sheet and improving asset quality---coupliégldl the gain from the sale of West Michigan Conmity
Bank---we achieved solid financial results for thearter. So as the economy continues to improued-as we
continue to successfully resolve our problem loapsu should expect to see further evidence of the
turnaround in our financial performance in the ¢er@to come.

From my point of view, the last three years hagerban incredible challenge ---and in many respects
fight for our very survival---but with the corpoeatestructuring essentially complete---and with semutive
profitable quarters under our belt---we truly féke we have finally “turned the corner”.----and waour
challenge is to again achieve the level of findnge&aformance that we enjoyed for so many yearsrfia the

great recession.



FORREST SHOOK

Like me---I'm sure---you’'ve been waiting---for gaitsome time---for the turnaround in our financial
performance. Together, we've watched our compapgrience operating losses that surpass a leveblany
would have thought possible three or four years ago

This so called “great recession” created havotéltanking industry---first with the Wall Streetnlxa
and more recently with the community banks. SoiflaMichigan, ten small banks have failed and saver
others are under the threat of failure.

Many of the surviving banks---including some of ¢targest competitors designed their survival
plans around the issuance of new stock. Whileishisf course, a valid way to improve the capi@sition of a
struggling company, it generally dilutes the vabfe=xisting shareholders to the extent that a teyan stock
price recovery is no longer possible.

As you know by now, your board chose a differemtirse in developing a survival plan for
Fentura. We believed that shrinking the asset@izee company while maintaining the existing talpbase
would stabilize our financial condition and finaalgperformance.

As Don mentioned in his comments, the strategidiguo of that plan has pretty well been
completed with the sale of Davison State Bank anestAMichigan Community Bank---coupled with the
orchestrated shrinkage of the State Bank.

But selling those banks was no easy task! Idantifbuyers was difficult! Negotiating the deals
proved to be very difficult! And obtaining regudatapproval---at times seemed impossible!

So please understand that this successful restiugtwof your company---really was a major
undertaking. | want to recognize don for his visim developing our strategic plan and thank alltho#
directors and officers for their resolve in gettthg deals done. Throughout the process, we resesight of
our primary objective---we stayed together as anteand in the end---we successfully implementéafathe

important strategic objectives. We outlined fouat last year’'s annual meeting.
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I want to commend don for the leadership he disggayhroughout the strategic planning process. He
has been at the helm of our company since 1996sapdinting toward a well deserved retirement ia text
year or so. In connection with that transitionnRlustice returned from West Michigan Community Ban
following the sale of the bank,---and was namedipient and chief operating officer of the State IBabBuring
the next year, we expect Ron and Don to work cloglether in this leadership transition.

Given the turnaround in our performance, the tingogldn’t be better for Ron to return to Fenton and
take a more active leadership role in our bankat3his time, | would like to ask him to providewwith some

insight into our future direction as we attempteturn to our historical performance and profitépilevels.



RON JUSTICE

Thank you Forrest, and | agree - the timing cotilda better to return to The State Bank and | am
delighted to be back in Fenton. Having spent mbsty professional career at State Bank, it fakés Il have
returned home.

| value the opportunity provided to me through mperiences at both Davison State Bank and West
Michigan Community Bank, it was time well spentlwihany lessons learned as we weathered the very
difficult economic storm we experienced during kst few years. | know | am a better person amehdly a
better banker based on those experiences.

Our strategy to sell both DSB and WMCB had an eomati side for me. While supportive of the need
to reduce the size of the Company to improve opitabposition, | know first hand that we were sayi
goodbye to good people and good bankers. But gaisllare made easier when you know what lies atsead
brighter future - and our strategy accomplished, tfor the Banks and the People we lost throbgké sales -
but also for the Bank and the team that remaif<Sat.

Both Don and Forrest discussed the turnaround we bagun to experience, and I, along with the rest
of the team am filled with optimism and excitemahbut the future of TSB and Fentura.

Based on these current financial trends, the Basgesor management team recently completed a bank-
level strategic planning process to guide us thnd2@L1 and to build the foundation for the yeaed thllow.
The Plan addresses many strategies but genetalynitiatives support further stabilization of thalance
sheet, including controlled loan and core depasitvth, improving profitability through revenue exyzéon
objectives and cost controls through work flow@éncies, staff motivation, and the promotion e Bank in
our markets.

Currently, the Bank has an opportunity for contohbalance sheet stabilization by redeploying liquid
assets into its loan portfolio without impacting @apital position (because, in reality — loan gitowill simply

be a transfer from one asset category to anotharnei change to total assets). Growing qualitpsoanhances
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certain ratios measured internally and by our ratgu$, and more importantly improves earnings amcet
interest margin. Additionally, the Bank has anappnity to replace maturing non-core funding (focal
brokered deposits) with core relationship deposiisis opportunity also improves certain ratios sugad
internally and by our regulators, and will imprae@nings and net interest margin as well, becdeseate
being paid on the maturing deposits is signifigahtgher than current market rates.

Although our goal is to attract these new loans@ebsits in all our markets, we recognize that the
greatest opportunity lies in Livingston County. €l¢ounty has the highest median household incortieein
State and the lowest unemployment rate. These giaploics, along with others, support a strong cyodty
for growth and accordingly, a good portion of ouvmpotion and sales efforts will be directed to thengston
County area.

| have already mentioned that planned balance shalgitization will improve profitability.
Additionally, improved profitability is planned thugh strategies to grow other non-interest releg¢gdnues
sources. Specifically, we plan to continue to ppterand grow our Wealth Management practice and hav
planned a comprehensive review of our fee strudturdeposit relationships and for other informatio
services. We also plan to review the abilitiesaf technology systems to further reduce manualgsges to
create efficiencies to reduce our operating castisvée plan to improve facility efficiencies andateld
expenses.

We also recognize that economic pressures andires@ompany performance over the last several
years has impacted our culture and the morale o$tadf. We know our team is key to our success an
accordingly, we have planned initiatives to improwe operating environment and to recognize andreéwur
team.

Finally, the same economic pressures and resyignfgrmance that have impacted our internal
operating environment, affected the external emvirtent as well. Key to our mission is meeting theds of

our clients and the communities we serve. Thisiin allows growth and supports our ability to pdsvan
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appropriate return to you, our shareholders. @antial pressures forced us to price ourselveslegs than
competitive level and to take a more conservatpfg@ach to our contributions of time and resoutogbe
community. This, along with concerns regarding fmaincial strength, impacted our image and repatatSo
the 2011 Strategic Plan includes initiatives taireghat you, our clients, and those in the comtygumiow that
we have turned the corner and are returning tqparogriate level of support and competitiveness.

In conclusion, | too want to thank you for your tianed support and patience as we worked through

the turbulent waters of the past three years,lstatlj and positioned ourselves to prosper as weenfmrward.



FORREST'S FINAL REMARKS
On a personal note, | want you to know it is myeintion to step down from the board of directors of
Fentura Financial, Inc. And the State Bank sometioméng the next year. While | contemplated ragrirom
the board a year or two ago---I was determinedap sn as long as necessary to achieve the tumdrbat we
are now experiencing. I've been on the FenturaState Bank boards for 15 years and | have trulyyea the
experience and feel that it has been a privileggetoe you, our shareholders in this capacityné-awant to
thank you for your support and confidence---esplgciuring these past few years.

At this time Don will join me and we will respond questions that have been submitted.



