November 10, 2009

To Our Shareholders:

During the third quarter of 2009, Fentura Financial, Inc. experienced a net loss of $847,000 or $0.38 per share
as compared to a profit of $295,000 or $0.14 per share for the same period in 2008. Elevated provision for loan
loss expense was the primary reason for the deterioration in performance compared to the prior year. While
loan loss provision expense remains high, we did sense some stabilization in loan collateral values during the
quarter. Since the third quarter of 2007, eroding real estate values have dramatically weakened collateral values
resulting in substantial provision for loan loss expense as a result of the weak economy and its impact on many
of our borrowers.

Notwithstanding loan loss provision expense, our core bank operating performance remains sound. While net
interest income during the quarter was down $436,000 compared to the prior year, the decline was substantially
offset by a $300,000 increase in non-interest income. Although salary and benefit expense declined $405,000 in
comparing the quarters, increases in loan and collection expense and FDIC insurance expense resulted in a 4.2%
increase in overall operating expense.

On a year to date basis, substantially higher loan loss provision during 2009 coupled with the valuation
allowance taken against deferred tax assets during the second quarter created a 2009 net loss of $17,871,000 or
$8.13 per share compared to a net loss of $2,501,000 or $1.15 per share in 2008.

The capital depletion challenge discussed in the second quarter letter to shareholders resulted in a decision to
manage toward reductions in loans, deposits and total assets to improve the capital ratio of the company and the
subsidiary banks. As indicated on the Statement of Condition, total assets and net loans declined 5.5% and
11.2% respectively since the close of the third quarter 2008. While total deposit levels remained comparable,
the asset reductions allowed the banks to reduce their reliance on selected high cost funding sources and
improve the net interest margin.

While the financial challenges we face continue to be daunting, there are signs that the challenges may be
subsiding. Most economists believe the recession has ended, although unemployment remains high and the
economic recovery may be slow. We have begun to detect stabilizing residential real estate values and we have
been successful in selling acquired properties at, or near “carrying values”. While we continue to await
regulatory action regarding the pending sale of Davison State Bank, we also continue to evaluate other
initiatives that may be taken to strengthen the financial condition of the company. In spite of the problems we
have faced during the past two years, our banks remain adequately capitalized and our employees continue to
meet or exceed customer expectations in providing high quality financial products and services to our loyal
customers,

During the third quarter, Thomas Miller, Director of both Fentura Financial, Inc. and The State Bank stepped
down from his director position for personal and professional reasons. We thank Tom for his years of dedicated
service to our company.

As always, we appreciate your continued support of Fentura Financial, Inc. and the subsidiary banks.

Sincerely,

Donald L. Grill
President & CEO
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