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FORM 10-K
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2010
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-20167
MACKINAC FINANCIAL CORPORATION
(Exact name of registrant as specified in its charter)

MICHIGAN 38-2062816
(State of other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

130 South Cedar Street, Manistique, Michigan 49854
(Address of principal executive offices) (Zip Code)
Registrant s telephone number, including area code: (888) 343-8147
Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, no par value The NASDAQ Stock Market, LLC
Securities registered pursuant to Section 12(g) of the Act:
None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes o No p
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes o No p
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files.) Yes o No o
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (Section 229.405 of
this chapter) is not contained herein, and will not be contained, to the best of Registrant s knowledge, in definitive
proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendments to this
Form 10-K. Yes p No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Non-Accelerated Filer o
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o Filer o company p
(Do not check if a smaller reporting
company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop

The aggregate market value of the common stock held by non-affiliates of the Registrant, based on a per share price of
$6.50 as of June 30, 2010, was $10.344 million. As of March 30, 2011, there were outstanding, 3,419,736 shares of
the Corporation s Common Stock (no par value).

Documents Incorporated by Reference:

Portions of the Corporation s Annual Report to Shareholders for the year ended December 31, 2010, are incorporated
by reference into Parts I and II of this Report.

Portions of the Corporation s Proxy Statement for the 2011 Annual Meeting of Shareholders are incorporated by
reference into Part III of this Report.
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PART I
ITEM 1. BUSINESS
Mackinac Financial Corporation (the Corporation ) was incorporated under the laws of the state of Michigan on
December 16, 1974. The Corporation changed its name from First Manistique Corporation to North Country Financial
Corporation on April 14, 1998. On December 16, 2004, the Corporation changed its name from North Country
Financial Corporation to Mackinac Financial Corporation. The Corporation owns all of the outstanding stock of its
banking subsidiary, mBank (the Bank ). The Corporation also owns three non-bank subsidiaries: First Manistique
Agency, presently inactive; First Rural Relending Company, a relending company for nonprofit organizations; and
North Country Capital Trust, a statutory business trust which was formed solely for the issuance of trust preferred
securities. The Bank represents the principal asset of the Corporation. The Corporation and its subsidiary Bank are
engaged in a single industry segment, commercial banking, broadly defined to include commercial and retail banking
activities, along with other permitted activities closely related to banking.
HISTORY
The Corporation became a registered bank holding company under the Bank Holding Company Act of 1956, as
amended, on April 1, 1976, when it acquired First Northern Bank and Trust ( First Northern ). On May 1, 1986,
Manistique Lakes Bank merged with First Northern. The Corporation acquired all of the outstanding stock of the
Bank of Stephenson on February 8, 1994, in exchange for cash and common stock. The Bank of Stephenson was
operated as a separate banking subsidiary of the Corporation until September 30, 1995, when it was merged into First
Northern. First Northern acquired Newberry State Bank on December 8, 1994, in exchange for cash. On
September 15, 1995, First Northern acquired the fixed assets and assumed the deposits of the Rudyard branch of First
of America Bank, in exchange for cash. The Corporation acquired all of the outstanding stock of South Range State
Bank ( South Range ) on January 31, 1996, in exchange for cash and notes. On August 12, 1996, First Northern and
South Range changed their names to North Country Bank and Trust and North Country Bank, respectively. On
February 4, 1997, the Corporation acquired all of the outstanding stock of UP Financial Inc., the parent holding
company of First National Bank of Ontonagon ( Ontonagon ). Ontonagon was merged into North Country Bank. North
Country Bank was operated as a separate banking subsidiary of the Corporation until March 10, 1998, when it was
merged into North Country Bank and Trust. On June 25, 1999, North Country Bank and Trust acquired the fixed
assets and assumed the deposits of the Kaleva and Mancelona branches of Huntington National Bank in exchange for
cash. On July 23, 1999, North Country Bank and Trust sold the fixed assets and deposits of the Rudyard and
Cedarville branches to Central Savings Bank in exchange for cash.
On January 14, 2000, North Country Bank and Trust sold the fixed assets and deposits of the Garden branch to First
Bank, Upper Michigan in exchange for cash. On June 16, 2000, North Country Bank and Trust acquired the fixed
assets and assumed the deposits of the Glen Arbor and Alanson branches of Old Kent Bank, in exchange for cash. On
July 13, 2001, North Country Bank and Trust sold the fixed assets and deposits of the St. Ignace and Mackinac Island
branches to Central Savings Bank in exchange for cash. On November 9, 2001, North Country Bank and Trust sold
the fixed assets and deposits of the Curtis and Naubinway branches to State Savings Bank in exchange for cash. On
November 22, 2002, North Country Bank and Trust sold the fixed assets and deposits of the Menominee branch to
Stephenson National Bank and Trust in exchange for cash. During 2003, the Bank closed branch locations at Glen
Arbor, Ishpeming, L. Anse, and Petoskey.
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In 2004, the Bank sold the fixed assets and deposits of the Mancelona and Alanson branches to First Federal of
Northern Michigan in exchange for cash, the fixed assets and deposits of the Munising branch to People s State Bank
in exchange for cash, and the fixed assets and deposits of the Iron Mountain and Escanaba branches to the State Bank
of Escanaba in exchange for cash. The Bank also closed the branch locations of Boyne City, Cadillac, Calumet, Sault
Ste. Marie Cascade, and one of its branch locations in Traverse City.
RECAPITALIZATION RECENT HISTORY
In December of 2004, the Corporation was recapitalized with the net proceeds, approximately $26.2 million, from the
issuance of $30 million of common stock in a private placement. Commensurate with this recapitalization, the
Corporation changed its name from North Country Financial Corporation to Mackinac Financial Corporation with the
Bank adopting the mBank identity early in 2005.
In 2007, the Bank sold the fixed assets and deposits of the Ripley branch office located in Hancock, Michigan.
In 2009, the Bank sold the fixed assets and deposits of the Ontonagon and South Range branch offices which were
located in Ontonagon and Houghton counties.
The Bank currently has 7 branch offices located in the Upper Peninsula of Michigan and 4 branch offices located in
Michigan s Lower Peninsula. The Bank maintains offices in Chippewa, Grand Traverse, Luce, Manistee, Marquette,
Menominee, Oakland, Otsego, and Schoolcraft Counties. The Bank provides drive-in convenience at 7 branch
locations and has 13 automated teller machines. The Bank has no foreign offices.
The Corporation is headquartered and located in Manistique, Michigan. The mailing address of the Corporation is 130
South Cedar Street, Manistique, Michigan 49854.
Operations
The principal business the Corporation is engaged in, through the Bank, is the general commercial banking business,
providing a full range of loan and deposit products. These banking services include customary retail and commercial
banking services, including checking and savings accounts, time deposits, interest bearing transaction accounts, safe
deposit facilities, real estate mortgage lending, commercial lending, commercial and governmental lease financing,
and direct and indirect consumer financing. Funds for the Bank s operation are also provided by brokered deposits and
through borrowings from the Federal Home Loan Bank ( FHLB ) system, proceeds from the sale of loans and
mortgage-backed and other securities, funds from repayment of outstanding loans and earnings from operations.
Earnings depend primarily upon the difference between (i) revenues from loans, investments, and other
interest-bearing assets and (ii) expenses incurred in payment of interest on deposit accounts and borrowings,
maintaining an adequate allowance for loan losses, and general operating expenses.
Competition
Banking is a highly competitive business. The Bank competes for loans and deposits with other banks, savings and
loan associations, credit unions, mortgage bankers, and investment firms in the scope and type of services offered,
pricing of loans, interest rates paid on deposits, and number and location of
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branches, among other things. The Bank also faces competition for investors funds from mutual funds and corporate
and government securities.
The Bank competes for loans principally through interest rates and loan fees, the range and quality of the services it
provides and the locations of its branches. In addition, the Bank actively solicits deposit-related clients and competes
for deposits by offering depositors a variety of savings accounts, checking accounts, and other services.
Employees
As of December 31, 2010, the Corporation and its subsidiaries employed, in the aggregate, 116 employees equating to
110 full-time equivalents. The Corporation provides its employees with comprehensive medical and dental benefit
plans, a life insurance plan, and a 401(k) plan. None of the Corporation s employees are covered by a collective
bargaining agreement with the Corporation. Management believes its relationship with its employees to be good.
Business
The Bank makes mortgage, commercial, and installment loans to customers throughout Michigan. Fees may be
charged for these services. The Bank s most prominent concentration in the loan portfolio relates to commercial loans
to entities within the real estate  operators of nonresidential buildings industry. This concentration represented
$58.114 million or 19.56% of the commercial loan portfolio at December 31, 2010. The Bank also supports the
service industry, with its hospitality and related businesses, as well as gaming, forestry, restaurants, farming, fishing,
and many other activities important to growth in Michigan. The economy of the Bank s market areas is affected by
summer and winter tourism activities.
The Bank also offers various consumer loan products including installment, mortgages and home equity loans. In
addition to making consumer portfolio loans, the Bank engages in the business of making residential mortgage loans
for sale to the secondary market.
The Corporation may pursue new lease opportunities through unrelated entities, where the credit quality and rate of
return on the transactions for its current business strategies. The Bank accounts for lease transactions as loans.
The Bank s primary source for lending, investments, and other general business purposes is deposits. The Bank offers
a wide range of interest bearing and non-interest bearing accounts, including commercial and retail checking accounts,
negotiable order of withdrawal ( NOW ) accounts, money market accounts with limited transactions, individual
retirement accounts, regular interest-bearing statement savings accounts, certificates of deposit with a range of
maturity date options, and accessibility to a customer s deposit relationship through online banking. The sources of
deposits are residents, businesses and employees of businesses within the Bank s market areas, obtained through the
personal solicitation of the Bank s officers and directors, direct mail solicitation and limited advertisements published
in the local media. The Bank also utilizes the wholesale deposit market for any shortfalls in loan funding. No material
portions of the Bank s deposits have been received from a single person, industry, group, or geographical location.
The Bank is a member of the FHLB. The FHLB provides an additional source of liquidity and long-term funds.
Membership in the FHLB has provided access to attractive rate advances, as well as advantageous lending programs.
The Community Investment Program makes advances to be used for funding community-oriented mortgage lending,
and the Affordable Housing Program grants advances
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to fund lending for long-term low and moderate income owner occupied and affordable rental housing at subsidized
interest rates.
The Bank has secondary borrowing lines of credit available to respond to deposit fluctuations and temporary loan
demands. The unsecured lines totaled $15.875 million at December 31, 2010, with an additional $2.500 million
available if collateralized.
As of December 31, 2010, the Bank had no material risks relative to foreign sources. See the Interest Rate Risk and

Foreign Exchange Risk sections in Management s Discussion and Analysis of Financial Condition and Results of
Operations in the Corporation s 2010 Annual Report to Shareholders, which sections are incorporated herein by
reference, for details on the Corporation s foreign account activity.
Compliance with federal, state, and local statutes and/or ordinances relating to the protection of the environment is not
expected to have a material effect upon the Bank s capital expenditures, earnings, or competitive position.
Supervision and Regulation
As aregistered bank holding company, the Corporation is subject to regulation and examination by the Board of
Governors of the Federal Reserve System (Federal Reserve Board) under the Bank Holding Company Act, as
amended (BHCA). The Bank is subject to regulation and examination by the Michigan Office of Financial and
Insurance Services (OFIS) and the Federal Deposit Insurance Corporation (FDIC).
Under the BHCA, the Corporation is subject to periodic examination by the Federal Reserve Board, and is required to
file with the Federal Reserve Board periodic reports of its operations and such additional information as the Federal
Reserve Board may require. In accordance with Federal Reserve Board policy, the Corporation is expected to act as a
source of financial strength to the Bank and to commit resources to support the Bank in circumstances where the
Corporation might not do so absent such policy. In addition, there are numerous federal and state laws and regulations
which regulate the activities of the Corporation, the Bank and the non-bank subsidiaries, including requirements and
limitations relating to capital and reserve requirements, permissible investments and lines of business, transactions
with affiliates, loan limits, mergers and acquisitions, issuances of securities, dividend payments, inter-affiliate
liabilities, extensions of credit and branch banking.
Federal banking regulatory agencies have established risk-based capital guidelines for banks and bank holding
companies that are designed to make regulatory capital requirements more sensitive to differences in risk profiles
among banks and bank holding companies. The resulting capital ratios represent qualifying capital as a percentage of
total risk-weighted assets and off-balance sheet items. The guidelines are minimums, and the federal regulators have
noted that banks and bank holding companies contemplating expansion programs should not allow expansion to
diminish their capital ratios and should maintain all ratios well in excess of the minimums. The current guidelines
require all bank holding companies and federally-regulated banks to maintain a minimum risk-based total capital ratio
equal to 8%, of which at least 4% must be Tier 1 capital. Tier 1 capital includes common shareholders equity,
qualifying perpetual preferred stock, and minority interests in equity accounts of consolidated subsidiaries, but
excludes goodwill and most other intangibles and excludes the allowance for loan and lease losses. Tier 2 includes the
excess of any preferred stock not included in Tier 1 capital, mandatory convertible securities, hybrid capital
instruments, subordinated debt and intermediate term-preferred stock, and general reserves for loan and lease losses
up to 1.25% of risk-weighted assets.
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FDICIA contains prompt corrective action provisions pursuant to which banks are to be classified into one of five
categories based upon capital adequacy, ranging from well capitalized to critically undercapitalized and which require
(subject to certain exceptions) the appropriate federal banking agency to take prompt corrective action with respect to
an institution which becomes significantly undercapitalized or critically undercapitalized .
In general, the regulations define the five capital categories as follows: (i) an institution is well capitalized if it has a
total risk-based capital ratio of 10% or greater, has a Tier 1 risk-based capital ratio of 6% or greater, has a leverage
ratio of 5% or greater and is not subject to any written capital order or directive to meet and maintain a specific capital
level for any capital measures; (ii) an institutions is adequately capitalized if it has a total risk-based capital ratio of
8% or greater, has Tier 1 risk-based capital ratio of 4% or greater, and has a leverage ratio of 4% or greater; (iii) an
institution is undercapitalized if it has a total risk-based capital ratio of less than 8%, has a Tier 1 risk-based capital
ratio that is less than 4% or has a leverage ratio that is less than 4%; (iv) an institution is  significantly undercapitalized
if it has a total risk-based capital ratio that is less than 6%, a Tier I risk-based capital ratio that is less than 3% or a
leverage ratio that is less than 3%; (v) an institution is critically undercapitalized ifits tangible equity is equal to or
less than 2% of its total assets. The FDIC also, after an opportunity for a hearing, has authority to downgrade an
institution from well capitalized to adequately capitalized or to subject an adequately capitalized or undercapitalized
institution to the supervisory actions applicable to the next lower category, for supervisory concerns.
Information pertaining to the Corporation s capital is contained in Management s Discussion and Analysis of Financial
Condition and Results of Operations under the caption Capital and Regulatory in the Corporation s 2010 Annual
Report to Shareholders, and is incorporated herein by reference.
Current federal law provides that adequately capitalized and managed bank holding companies from any state may
acquire banks and bank holding companies located in any other state, subject to certain conditions.
In 1999, Congress enacted the Gramm-Leach-Bliley Act ( GLBA ), which eliminated certain barriers to and restrictions
on affiliations between banks and securities firms, insurance companies and other financial service organizations.
Among other things, GLBA repealed certain Glass-Steagall Act restrictions on affiliations between banks and
securities firms, and amended the BHCA to permit bank holding companies that qualify as financial holding
companies to engage in a broad list of financial activities, and any non-financial activity that the Federal Reserve
Board, in consultation with the Secretary of the Treasury, determines is complementary to a financial activity and
poses no substantial risk to the safety and soundness of depository institutions or the financial system. GLBA treats
lending, insurance underwriting, insurance company portfolio investment, financial advisory, securities underwriting,
dealing and market-making, and merchant banking activities as financial in nature for this purpose.
Under GLBA, a bank holding company may become certified as a financial holding company by filing a notice with
the Federal Reserve Board, together with a certification that the bank holding company meets certain criteria,
including capital, management, and Community Reinvestment Act requirements. The Corporation does not qualify as
a financial holding company at this time.
Privacy Restrictions
GLBA, in addition to the previous described changes in permissible non-banking activities permitted to banks, bank
holding companies and financial holding companies, also requires financial institutions
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in the U.S. to provide certain privacy disclosures to customers and consumers, to comply with certain restrictions on
sharing and usage of personally identifiable information, and to implement and maintain commercially reasonable
customer information safeguarding standards. The Corporation believes that it complies with all provisions of GLBA
and all implementing regulations, and the Bank has developed appropriate policies and procedures to meet its
responsibilities in connection with the privacy provisions of GLBA.
The USA PATRIOT Act
In 2001, Congress enacted the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 (the USA PATRIOT Act ). The USA PATRIOT Act is designed to deny
terrorists and criminals the ability to obtain access to the United States financial system, and has significant
implications for depository institutions, brokers, dealers and other businesses involved in the transfer of money. The
USA PATRIOT Act mandates financial services companies to implement additional policies and procedures with
respect to, or additional measures designed to address, any or all of the following matters, among others: money
laundering, terrorist financing, identifying and reporting suspicious activities and currency transactions, and currency
crimes.
Sarbanes-Oxley Act
On July 30, 2002, President Bush signed into law The Sarbanes-Oxley Act of 2002. This legislation addresses
accounting oversight and corporate governance matters, including:
The creation of a five-member oversight board that will set standards for accountants and have investigative
and disciplinary powers;

The prohibition of accounting firms from providing various types of consulting services to public clients and
requiring accounting firms to rotate partners among public client assignments every five years;

Increased penalties for financial crimes;
Expanded disclosure of corporate operations and internal controls and certification of financial statements;
Enhanced controls on, and reporting of, insider training; and

Prohibition on lending to officers and directors of public companies, although the Bank may continue to make

these loans within the constraints of existing banking regulations.
Among other provisions, Section 302(a) of the Sarbanes-Oxley Act requires that our Chief Executive Officer and
Chief Financial Officer certify that our quarterly and annual reports do not contain any untrue statement or omission
of a material fact. Specific requirements of the certifications include having these officers confirm that they are
responsible for establishing, maintaining and regularly evaluating the effectiveness of our disclosure controls and
procedures; they have made certain disclosures to our auditors and Audit Committee about our internal controls; and
they have included information in our quarterly and annual reports about their evaluation and whether there have been
significant changes in our internal controls or in other factors that could significantly affect internal controls
subsequent to their evaluation.
In addition, Section 404 of the Sarbanes-Oxley Act and the SEC s rules and regulations thereunder require our
management to evaluate, with the participation of our principal executive and principal financial officers, the
effectiveness, as of the end of each fiscal year, of our internal control over financial reporting. Our management must
then provide a report of management on our internal over financial reporting that contains, among other things, a
statement of their responsibility for establishing
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and maintaining adequate internal control over financial reporting, and a statement identifying the framework they

used to evaluate the effectiveness of our internal control over financial reporting.

Extraordinary Government Programs

Troubled Asset Relief Program. On October 3, 2008, the Emergency Economic Stabilization Act of 2008 ( EESA ) was

enacted, which, among other things, provided the United States Department of the Treasury ( Treasury ) access to up to

$700 billion to stabilize the U.S. banking system. On October 14, 2008, Treasury announced its intention to inject

capital into nine large U.S. financial institutions under the Capital Purchase Program (the CPP ) as part of the Troubled

Asset Relief Program ( TARP ) implementing the EESA, and since has injected capital into many other financial

institutions.

Mackinac Financial Corporation filed an application with the Federal Deposit Insurance Corporation ( FDIC ) on

November 4, 2008, for participation in the Capital Purchase Program ( CPP ) under the Troubled Asset Relief Program

( TARP ). The FDIC responded and recommended approval for our participation and forwarded our application to the

Department of the Treasury ( Treasury ). We received preliminary approval from the Treasury on January 30, 2009 for

our maximum requested participation amount of $11,000,000.

Under the CPP, the Corporation issued previously authorized preferred stock with a 5% annual dividend rate to the

Treasury. The Corporation also, as a required part of this transaction, issued 379,093 common stock warrants with an

exercise price of $4.35 per share. The preferred stock and common stock warrants were issued on the closing date,

April 24, 2009.

Additional information pertaining to Supervision and Regulation is contained in Management s Discussion and

Analysis of Financial Condition and Results of Operations under the caption Capital and Regulatory in the

Corporation s 2010 Annual Report to Shareholders, and is incorporated herein by reference.

Dodd-Frank Wall Street Reform and Consumer Protection Act

On July 21, 2010, President Obama signed the Dodd-Frank Wall Street Reform and Consumer Protection Act (the
Dodd-Frank Act ) into law. The Dodd-Frank Act represents a sweeping reform of the supervisory and regulatory

framework applicable to financial institutions and capital markets in the United States, certain aspects of which are

described below in more detail. The Dodd-Frank Act creates new federal governmental entities responsible for

overseeing different aspects of the U.S. financial services industry, including identifying emerging systemic risks. It

also shifts certain authorities and responsibilities among federal financial institution regulators, including the

supervision of holding company affiliates and the regulation of consumer financial services and products. In

particular, and among other things, the Dodd-Frank Act: creates a Bureau of Consumer Financial Protection

authorized to regulate providers of consumer credit, savings, payment and other consumer financial products and

services; narrows the scope of federal preemption of state consumer laws enjoyed by national banks and federal

savings associations and expands the authority of state attorneys general to bring actions to enforce federal consumer

protection legislation; imposes more stringent capital requirements on bank holding companies and subjects certain

activities, including interstate mergers and acquisitions, to heightened capital conditions; significantly expands

underwriting requirements applicable to loans secured by 1-4 family residential real property; restricts the interchange

fees payable on debit card transactions for issuers with $10 billion in assets or greater; requires the originator of a

securitized loan, or the sponsor of securitization, to retain at least 5% of the credit risk of securitized exposures unless

the underlying exposures are qualified residential mortgages or meet certain underwriting standards to be determined

by regulation; creates a Financial Stability Oversight Council as part of a regulatory structure for identifying emerging

systemic risks and improving interagency cooperation; provides for enhanced regulation of advisers to private funds

and of the derivatives markets; enhances oversight of credit rating agencies; and prohibits banking agency

requirements tied to credit ratings.

Numerous provisions of the Dodd-Frank Act are required to be implemented through rulemaking by the appropriate

federal regulatory agencies over the next few years. It is not clear what form such regulations will ultimately take or if

certain provisions of the Dodd-Frank Act will be amended prior to their implementation. Furthermore, while the

reforms primarily target systemically important financial service providers, their influence is expected to filter down

in varying degrees to smaller institutions over time. As a result, in many respects, the ultimate impact of the

Dodd-Frank Act will not be fully known for years, and no current assurance may be given that the Dodd-Frank Act, or
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any other new legislative changes, will not have a negative impact on the results of operations and financial condition
of the Corporation and the Bank.
Monetary Policy
The earnings and business of the Corporation and the Bank depends on interest rate differentials. In general, the
difference between the interest rates paid by the Bank to obtain its deposits and other borrowings, and the interest
rates received by the Bank on loans extended to its customers and on securities held in the Bank s portfolio, comprises
the major portion of the Bank s earnings. These rates are highly sensitive to many factors that are beyond the control of
the Bank, and accordingly, its earnings and growth will be subject to the influence of economic conditions, generally,
both domestic and foreign, including inflation, recession, unemployment, and the monetary policies of the Federal
Reserve Board. The Federal Reserve Board implements national monetary policies designed to curb inflation, combat
recession, and promote growth through, among other means, its open-market dealings in US government securities, by
adjusting the required level of reserves for financial institutions subject to reserve requirements, through adjustments
to the discount rate applicable to borrowings by banks that are members of the Federal Reserve System, and by
adjusting the Federal Funds Rate, the rate charged in the interbank market for purchase of excess reserve balances. In
addition, legislative and economic factors can be expected to have an ongoing impact on the competitive environment
within the financial services industry. The nature and timing of any future changes in such policies and their impact on
the Bank cannot be predicted with certainty.

9
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Selected Statistical Information
L. Distribution of Assets, Obligations, and Shareholders Equity; Interest Rates and Interest Differential
The key components of net interest income, the daily average balance sheet for each year including the components
of earning assets and supporting obligations the related interest income on a fully tax equivalent basis and interest
expense, as well as the average rates earned and paid on these assets and obligations is contained under the caption

Management s Discussion and Analysis of Financial Condition and Results of Operations in the Corporation s 2010
Annual Report to Shareholders, and is incorporated herein by reference.
An analysis of the changes in net interest income from period-to-period and the relative effect of the changes in
interest income and expense due to changes in the average balances of earning assets and interest-bearing obligations
and changes in interest rates is contained under the caption Management s Discussion and Analysis of Financial
Condition and Results of Operations in the Corporation s 2010 Annual Report to Shareholders, and is incorporated
herein by reference.
II. Investment Portfolio

A. Investment Portfolio Composition

The following table presents the carrying value of investment securities available for sale as of December 31 (dollars
in thousands):

2010 2009 2008
U.S. Agencies MBS $27,710 $45,238 $46,941
U.S. Agencies 4,973
State and political subdivisions 1,177 1,275 549
TOTAL $33,860 $46,513 $47,490

B. Relative Maturities and Weighted Average Interest Rates
The following table presents the maturity schedule of securities held and the weighted average yield of those
securities, as of December 31, 2010 (fully taxable equivalent, dollars in thousands):

After After
one, five, Weighted
In one but but
year within within Over Average
five Yield
or less years ten years 10 years TOTAL (1)
U.S. Agencies MBS $ $ $ $27,710 $27,710 4.79%
U.S. Agencies 4,973 4,973 1.13%
State and political
subdivisions 6 644 527 1,177 5.84%
TOTAL $ 6 $ 5,617 $ 527 $27,710 $33,860
Weighted average yield
(1) 9.99% 1.75% 4.93% 4.79% 4.26%

() Weighted average yield includes the effect of tax-equivalent adjustments using a 34% tax rate.
10
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III. Loan Portfolio
A. Type of Loans

The following table sets forth the major categories of loans outstanding for each category at December 31 (dollars in

thousands):
2010 2009 2008 2007 2006
Commercial real estate $ 194,859 $208,895 $185,241 $171,695 $ 154,332
Commercial, financial and agricultural 68,858 72,184 79,734 78,192 71,385
One-to-four family residential real
estate 75,074 67,232 65,595 57,613 58,014
Construction 39,012 31,709 35,965 44,042 36,009
Consumer 5,283 4,290 3,745 3,537 2,841
TOTAL $ 383,086 $384,310 $370,280 $ 355,079 $322,581
B. Maturities and Sensitivities of Loans to Changes in Interest Rates
The following table presents the remaining maturity of total loans outstanding for the categories shown at
December 31, 2010, based on scheduled principal repayments (dollars in thousands):
1-4
Commercial, Family
Financial,
Commercial and Residential
Real
Real Estate Agricultural Estate Consumer  Construction Total
In one year or less:
Variable interest rates $ 32,045 $ 26424 $ 2,692 $ 820 $ 8,243 $ 70,224
Fixed interest rates 20,413 5,592 4,634 714 5,197 36,550
After one year but
within five years:
Variable interest rates 77,509 18,502 7,814 78 14,553 118,456
Fixed interest rates 37,340 8,899 2,293 3,542 6,749 58,823
After five years:
Variable interest rates 23,093 5,237 51,104 4,032 83,466
Fixed interest rates 4,459 4,204 6,537 129 238 15,567
TOTAL $ 194,859 $ 68,858 $ 75,074 $ 5,283 $ 39,012 $ 383,086
11
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C. Risk Elements

The following table presents a summary of nonperforming assets and problem loans as of December 31 (dollars in

thousands):

2010
Nonaccrual loans $5,921
Interest income that would have been
recorded for nonaccrual loans under original
terms 583
Interest income recorded during period for
nonaccrual loans 141
Accruing loans past due 90 days or more
Restructured loans not included above 4,642

IV. Summary of Loan Loss Experience
A. Analysis of the Allowance for Loan Losses

2009 2008
$ 14,368 $ 4,887

700 377
40 60
869

2007
$ 3,298

391

129

710

2006
$2,899

114

40

Changes in the allowance for loan losses arise from loans charged off, recoveries on loans previously charged off by
loan category, and additions to the allowance for loan losses through provisions charged to expense. Factors which
influence management s judgment in determining the provision for loan losses include establishing specified loss

allowances for selected loans (including large loans, nonaccrual loans, and problem and delinquent loans) and

consideration of historical loss information and local economic conditions.

12
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The following table presents information relative to the allowance for loan losses for the years ended December 31
(dollars in thousands):

2010 2009 2008 2007 2006
Balance of allowance for loan
losses at beginning of period $ 5,225 $ 4277 $ 4,146 $ 5,006 $ 6,108
Loans charged off:
Commercial, financial, and
agricultural 5,027 2,465 2,062 1,148 199
Real estate  construction
Real estate mortgage 410 282 157 89 88
Consumer 48 71 71 73 45
Total loans charged off 5,485 2,818 2,290 1,310 332
Recoveries of loans previously
charged off:
Commerical, financial, and
agricultural 346 38 114 15 53
Real estate  construction
Real estate mortgage 11 16 13
Consumer 16 12 7 35 25
Total recoveries 373 66 121 50 91
Net loans charged off 5,112 2,752 2,169 1,260 241
Provisions charged to expense 6,500 3,700 2,300 400 (861)
Balance at end of period $ 6,613 $ 5225 $ 4277 $ 4,146 $ 5,006
Average loans outstanding 384,347 374,796 361,324 333,415 278,953
Ratio of net charge-offs during
period to average loans outstanding 1.33% 13% .60% .38% .08%

13
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B. Allocation of Allowance for Loan Losses

The allocation of the allowance for loan losses for the years ended December 31, is shown on the following table. The
percentages shown represent the percent of each loan category to total loans (dollars in thousands):

2010 2009 2008 2007 2006
Amount % Amount % Amount % Amount % Amount %
2.71
%
Lydia E. Shaw

52

Senior Vice President, Consumer and Retail Banking **

2007

3,000

®
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William S. Smittcamp

Director

6]

%
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2000

146,600

1.91
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Thomas L. Sommer

61
Senior Vice President and Credit Administrator **
2000
106,716
&)
1.39
%
4
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Shares Beneficially Owned

as of the Record Date
Directors and Nominees, Positions Held Director or Percent of
and Executive Officers Age With the Company Officer Since Number Class
Joseph B. Weirick 70 Director 2000 108,695(10) 1.42%
All directors and
executive officers of
the Company and the
Bank as a group (13 in
number) 2,565,189 31.35%

* Beneficial ownership does not exceed one percent of common stock outstanding.

**  As used throughout this Proxy Statement, the term executive officer means the president, any senior vice president in charge of a
principal business unit or function, and any other officer or person who performs a policy making function for the Company or the Bank.
Ms. Shaw, Mr. Quisenberry and Mr. Hyzdu are officers of the Bank only. Each executive officer serves on an annual basis and must be
appointed by the Board of Directors annually pursuant to the Bylaws of the Company (or the Bylaws of the Bank, in the case of
Ms. Shaw, Mr. Quisenberry and Mr. Hyzdu).

(1) Includes 38,000 shares which may be acquired within 60 days of the Record Date upon the exercise of options granted pursuant to the
Central Valley Community Bancorp 2000 Stock Option Plan (the 2000 Plan).

(2) Includes 87,120 shares held as trustee for the Bradley and Joanne Quinn Living Trust as to which Mr. Cunningham disclaims beneficial
ownership and 122,508 shares held under a power of attorney executed in favor of Mr. Cunningham by Eric Quinn as to which
Mr. Cunningham disclaims beneficial ownership. Also includes 8,000 shares which may be acquired upon the exercise of options granted
pursuant to the 2000 Plan.

(3) Includes 90,000 shares which may be acquired upon the exercise of options granted pursuant to the Central Valley Community Bank
1992 Plan (the 1992 Plan). Also, includes 72,522 shares which may be acquired upon the exercise of options granted pursuant to the 2000
Plan.

(4) Includes 10,000 shares which may be acquired upon the exercise of options granted pursuant to the 2000 Plan.

(5) Includes 1,608 shares held by Mr. McDonald s spouse, 28,136 shares held in a family trust, and 38,000 shares which may be acquired
upon the exercise of options granted pursuant to the 2000 Plan.

(6) Includes 52,536 shares held as Trustee of the Charles McMurray Living Trusts, 52,548 shares held as Trustee of the Jed McMurray
Living Trust, 498,205 shares held as Trustee of the Louis McMurray Living Trust, 64,263 shares held as Trustee of the Lou and Dena
McMurray Living Trust, and 18,000 shares which may be acquired upon the exercise of options granted pursuant to the 2000 Plan.

(7) Includes 32,000 shares which may be acquired upon the exercise of options granted pursuant to the 1992 Plan. Also includes 24,000
shares which may be acquired upon exercise of options granted pursuant to the 2000 Plan.

(8) Includes 3,000 shares which may be acquired upon the exercise of options granted pursuant to the Central Valley Community Bancorp
2005 Omnibus Incentive Plan (the 2005 Plan).

(9) Includes 26,000 shares which may be acquired upon the exercise of options granted pursuant to the 1992 Plan. Also includes 28,000
shares which may be acquired upon exercise of options granted pursuant to the 2000 Plan.

(10) Includes 6,116 shares owned of record by Mr. Weirick s wife and 38,000 shares which may be acquired upon the exercise of options
granted pursuant to the 2000 Plan.

In January 2009, the Company enterer into a Letter Agreement (the Purchase Agreement) with the United States Department of the Treasury (the
Treasury) under the Troubled Asset Relief Program Capital Purchase Program (TARP), pursuant to which the Company issued and sold

(i) 7,000 shares of the Company s Series A Fixed Rate Cumulative Perpetual Preferred Stock and (ii) a warrant to purchase 158,133 shares of the
Company s common stock, no par value, for an aggregate purchase price of $7,000,000 in cash. The U.S. Treasury currently owns all issued and
outstanding Preferred Stock of the Company. The table above does not reflect the U.S. Treasury s ownership of the Preferred Stock because,
subject to the terms of the Certificate of Designations of the Preferred Stock, the Preferred Stock is non-voting except for class voting rights on
matters that would adversely affect the rights of the holders of the Preferred Stock. The table does not reflect beneficial ownership by the U.S.
Treasury of the Warrant Shares because, pursuant to the Letter Agreement, the U.S. Treasury does not have any voting rights with respect to the
Warrant Shares.
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Pursuant to the terms of the preferred stock issued to the U.S. Treasury, on the occurrence of certain events, the U.S. Treasury would be
provided the authority to appoint two members of the Board of Directors ( contingent directors ). Descriptions herein relating to the
qualification, nomination, and election of directors do not include contingent directors.

In connection with its participation in the Capital Purchase Program, the Company is required under current regulations, for the duration of the
period that the U.S. Treasury holds any equity or debt position in the Company acquired under the Capital Purchase Program, to take the
following actions with respect to its executive compensation arrangements relating to its Senior Executive Officers (the SEOs ):

. require that SEO bonus and incentive compensation are subject to recovery or clawback by the Company if the payments were based
on materially inaccurate financial statements or any other materially inaccurate performance metric criteria;

. prohibit any golden parachute payment to the SEOs, generally meaning any payment in the nature of compensation to (or for the
benefit of) an SEO made in connection with an applicable severance from employment to the extent the aggregate present value of such

payments equals or exceeds an amount equal to three times the SEO s base amount (generally defined as the five-year average of the executive s
compensation); and

U agree that it will be subject to Section 162(m)(5) of the Internal Revenue Code (the Code ), which reduces the annual tax deduction
limit for remuneration paid to the SEOs during any taxable year from $1,000,000 to $500,000 and eliminates the availability of the exception to
the deduction limit for performance-based compensation, as defined in the Code.

The Company s SEOs currently consist of the same executive officers who are designated named executive officers for purposes of this Proxy
Statement.

In addition, in connection with its participation in the Capital Purchase Program, the Executive/Directors Resources Committee is required to
meet at least annually with the Company s Chief Risk Officer or other senior risk officers to discuss and review the relationship between the
Company s risk management policies and practices and its SEO incentive compensation arrangements, identifying and making reasonable efforts
to limit any features in such compensation arrangements that might lead to the SEOs taking unnecessary or excessive risks that could threaten

the value of the Company. The Executive/Directors Resources Committee, on behalf of the Company, must certify that it has completed the
review and taken any necessary actions. The required certification of the Executive/Directors Resources Committee is provided in the
Compensation Discussion and Analysis.

On February 17, 2009, President Barack Obama signed the American Relief and Recovery Act ( ARRA ) into law. The ARRA includes
provisions directing the Secretary of the U.S. Treasury and the SEC to impose additional limits on compensation of executives of companies that
participate in the Capital Purchase Program as long as the U.S. Treasury owns preferred stock and/or stock purchase warrants of such companies
under the Capital Purchase Program. These provisions include, among others:

. a prohibition on golden parachute payments to any SEO or any of the next five most highly compensated employees of the
participating company;
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. a prohibition on paying or accruing any bonus, retention award, or incentive compensation to the SEOs and the twenty next most
highly compensated employees that fully vests during the period in which any obligation under the Capital Purchase Program remains
outstanding or that has a value greater than one-third of the total amount of the annual compensation of the employee receiving the award; and

. an annual, non-binding shareholder vote on the company s executive compensation program.

In accordance with the ARRA and based on recent guidance issued by the SEC, the Board of Directors authorized a non-binding advisory
shareholder vote on the Company s executive compensation plans, programs and arrangements. See Proposal 3: Advisory Vote on Executive
Compensation.
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Other provisions of the ARRA require the participating companies to establish a board Executive/Directors Resources Committee that must meet

at least semi-annually to discuss and evaluate employee compensation plans in light of an assessment of any risk posed to the company from the
plans; to adopt a company-wide policy regarding excessive or luxury expenditures; and to annually file a written certification of the Company s
CEO and CFO as to the Company s compliance with the requirements.

As required by the ARRA and the guidance provided by the SEC, the Board of Directors has authorized a shareholder vote on the Company s
executive compensation plans, programs and arrangements as reflected in the Compensation Discussion and Analysis, the disclosures regarding
named executive officer compensation provided in the various tables included in this Proxy Statement, the accompanying narrative disclosures
and the other compensation information provided in this Proxy Statement.

Shareholders are encouraged to carefully review the Executive Compensation section of this Proxy Statement for a detailed discussion of the
Company s executive compensation program.

MATTERS TO BE CONSIDERED AT THE ANNUAL MEETING

PROPOSAL NO. 1

ELECTION OF DIRECTORS OF THE COMPANY

The Bylaws of the Company provide a nomination procedure for election of members of the Board of Directors, which procedure is printed in
full in the Notice of Annual Meeting of Shareholders accompanying this Proxy Statement. Nominations not made in accordance therewith may,
in his or her discretion, be disregarded by the Chairman of the Meeting and, upon his or her instruction, the inspectors of election shall disregard
all votes cast for such nominee(s).

The Bylaws of the Company provide that the Board will consist of not less than seven (7) and not more than thirteen (13) directors. The number
of directors is set by the Board and is currently set at eight (8). The authorized number of directors to be elected at the Meeting is eight (8).
Each director will hold office until the next Annual Meeting of Shareholders and until his or her successor is elected and qualified.

All Proxies will be voted for the election of the following eight (8) nominees recommended by the Board of Directors, all of whom are
incumbent directors, unless authority to vote for the election of directors is withheld. If any of the nominees should unexpectedly decline or be
unable to act as a director, the Proxies may be voted for a substitute nominee to be designated by the Board of Directors. The Board of Directors
has no reason to believe that any nominee will become unavailable and has no present intention to nominate persons in addition to or in lieu of
those named below. There is no family relationship between any of the directors or principal officers.

The following is a brief account of the business experience during the past five years of each nominee and each executive officer of the
Company.

ELECTION OF DIRECTORS OF THE COMPANY 24



Edgar Filing: MACKINAC FINANCIAL CORP /MI/ - Form 10-K

SIDNEY B. COX retired from Producers Cotton Oil in April 1988 and is now owner of Cox Communications, public relations and agricultural
consulting firm.

DANIEL N. CUNNINGHAM is the Chairman of the Boards of Directors of the Company and the Bank. Mr. Cunningham is a Director of
Quinn Group, Inc. and a former Vice President and Director of Quinn Properties, Inc.

EDWIN S. DARDEN JR. is a certified architect and President of Darden Architects, Inc., an architectural firm in Fresno, California.

DANIEL J. DOYLE became President and Chief Executive Officer of the Company upon its organization in 2000, and has served as President
and Chief Executive Officer of the Bank since June 1998. From March 1995 until joining the Bank, Mr. Doyle was Senior Vice President and
Regional Manager of U.S. Bank. Prior to that, Mr. Doyle served as President and Chief Executive Officer of U.S. Bank of California.

BRYAN R. HYZDU became Senior Vice President San Joaquin Region on November 19, 2008. Prior to that time, Mr. Hyzdu served for nine
years as President of Service 1st Bancorp. For three of those nine years, Mr. Hyzdu also served as President and Chief Executive Officer of
Service 1st Bank, and for two years as President and Chief Executive Officer of Charter Services Group, Inc., a Service 1st Bancorp subsidiary.
For seven years prior to that Mr. Hyzdu served as a Regional Vice President and Central Valley Portfolio Manager with Union Bank of
California.

DAVID A. KINROSS was name Senior Vice President and Chief Financial Officer of the Company on May 18, 2006. Prior to that time,
Mr. Kinross served for three years as Vice President Finance and Chief Financial Officer of Pelco, and for 13 years prior to that served in
various capacities including Partner with Deloitte & Touche LLP.
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STEVEN D. McDONALD is President of McDonald Properties, Inc., with interests in cattle ranching, mobile home park management and
other investments. Mr. McDonald is also the owner/broker of SDM Realty, specializing in ranch brokerage.

LOUIS McMURRAY is President of Charles McMurray Company, a wholesale hardware company with outlets in Fresno and Sacramento.

GARY QUISENBERRY was named Senior Vice President, Commercial and Business Banking of the Bank on February 22, 2000. For fifteen
years prior to that time, Mr. Quisenberry was Senior Vice President, Business Banking Manager, Manager of Special Assets and Manager of
Consumer Lending for California Federal Bank.

LYDIA E. SHAW was named Senior Vice President of the Bank on October 1, 2007. Ms. Shaw was named manager of Consumer and Retail
Banking of the Bank on December 19, 2007. Prior to that time, Ms. Shaw served as Vice President, Division Manager for Washington Federal
Savings located in Seattle, Washington. For eight years prior to that time, Ms. Shaw served as Director of Business Relationships for Twinstar
Credit Union located in Olympia, Washington.

WILLIAM S. SMITTCAMP is the President and owner of Wawona Frozen Foods and is involved as a principal in other family-related
businesses.

THOMAS L. SOMMER became Senior Vice President and Credit Administrator of the Company upon its organization in 2000, and was
named Senior Vice President and Chief Credit Officer of the Bank on December 15, 1999 after serving as Vice President Manager of Credit
Review and Special Assets since August 24, 1998.

JOSEPH B. WEIRICK was President and General Manager of Weirick and Co., operators of China Peak Ski Area, from 1964 to 1978.
Mr. Weirick is presently involved in personal investments.

Meetings and Committees of the Board of Directors

The Board of Directors of the Company conducts its business through meetings of the Company s Board of Directors, Executive and Directors
Resources Committee, Nominating Committee, Strategic Planning Committee and Audit/Compliance Committee, and through committees of the
Bank s Board of Directors. The Company became the holding company for the Bank on November 15, 2000. Currently, the Audit/Compliance
Committee of the Bank s Board of Directors makes recommendations to the Audit/Compliance Committee of the Company s Board of Directors.
During 2008 the Company s Board of Directors held 21 meetings.

Executive/Directors Resources Committee
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The Executive/ Directors Resources Committee performs the function of a compensation committee for the Company and the Bank. All of the
members of the Executive/ Directors Resources Committee are independent directors as defined under the rules of The NASDAQ Stock

Market, Inc. as currently in effect. The Committee is composed of Mr. Cunningham as Chairman, and Messrs. Darden, McMurray, and
Smittcamp. The Committee adopted a charter on March 18, 2009 which outlines its policy with respect to executive and directors compensation
and equity awards and incentive compensation awards and plans.

In January 2009, the Company entered into a Letter Agreement (the Purchase Agreement) with the United States Department of the Treasury

(the Treasury) under the Troubled Asset Relief Program Capital Purchase Program (TARP), pursuant to which the Company issued and sold

(1) 7,000 shares of the Company s Series A Fixed Rate Cumulative Perpetual Preferred Stock and (ii) a warrant to purchase 158,133 shares of the
Company s common stock, no par value, for an aggregate purchase price of $7,000,000 in cash. Pursuant to this Purchase Agreement, the
Executive/ Directors Resources Committee will meet no less frequently than is required and will establish compensation and incentive plans that
are consistent with the Treasury under the applicable TARP guidelines and any other federal law to review compensation of senior management,
and to ensure that such compensation is not structured in any way that would encourage the senior management to take excessive risks in light of
their job responsibilities. See footnote 19 in the audited Consolidated Financial Statements included in the Annual Report for further
information.

A copy of the Executive/Directors Resources Committee Charter is included in this Proxy Statement as Appendix A.

The Committee held one meeting during 2008. The Committee; (1) oversees matters relating to employment, compensation and management
performance of key executive officers; (2) formally evaluates the performance of the President/CEO annually; (3) makes recommendations to
the full Board for compensation and other benefits, including incentives, deferred compensation plans and stock options for the President/CEO
and other key executive officers; (4) reviews and makes recommendations to the Board regarding retirement policies or any other policies
relating to Board members; and (5) makes recommendations regarding fees, stock option grants and other benefits for the Directors.
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Nominating Committee

The Nominating Committee is composed of Mr. Cunningham as Chairman, and Messrs. Darden, McMurray, and Smittcamp. All of the
members of the Committee are independent directors as defined under the rules of the NASDAQ Stock Market, Inc. as currently in effect.

The Committee held one meeting during 2008. The Committee makes recommendations for the nomination of directors to the full Board.

The Committee adopted a charter which outlines its policy with respect to considering director candidates. A copy of the Nominating
Committee charter was included in the Proxy Statement for the Company s 2007 Annual Meeting of Shareholders as Appendix B. The
Committee considers suggestions from many sources, including shareholders, regarding possible candidates for director. In order for
shareholder suggestions regarding possible candidates for director to be considered by the Committee, such information should be provided to
the Committee in writing at least 60 days prior to the date of the next scheduled annual meeting. Shareholders should include in such
communications the name and biographical data of the individual who is the subject of the communication and the individual s relationship to the
shareholder. The Committee does not set specific criteria for directors but believes the Company is well served when its directors bring to the
Board a variety of experience and backgrounds, evidence leadership in their particular fields, demonstrate the ability to exercise sound business
judgment and have substantial experience in business and outside the business community in, for example, the academic or public communities.
The Committee considers shareholder nominees for director in the same manner as nominees for director from other sources. As set forth in the
Notice of Annual Meeting that accompanies this Proxy Statement, the Company s Bylaws require that notice of intention to make any
nomination must be delivered to the President of the Corporation on a timely basis and must contain certain information. Please refer to the
Notice of Annual Meeting. Any such notices will be forwarded to the Committee.

Strategic Planning Committee

The Committee develops, along with the Board and management, the Company s Strategic Plan and is to provide overall strategic planning
direction for the Company. Its responsibilities include overseeing the Bank s planning process and implementation of the strategic plan,
reviewing potential locations for offices of the Bank, overseeing premises-related matters, and reviewing feasibility of potential
mergers/acquisitions. Members of the Strategic Planning Committee are Mr. McMurray, Chairman, and Messrs. Cunningham, Darden, Doyle,
McDonald, and Smittcamp. The Committee met six times in 2008.

Audit/Compliance Committee

The Audit/Compliance Committee of the Company s Board of Directors is composed of Mr. McDonald as Chairman, and Messrs. Cunningham,

Cox and Weirick. In accordance with its charter, all of the members of the Audit/Compliance Committee are independent directors as defined

under the rules of The NASDAQ Stock Market, Inc. as currently in effect. The Board of Directors has determined that Mr. Cunningham is an
audit committee financial expert as defined under applicable Securities and Exchange Commission rules.

The Company s Audit/Compliance Committee held 13 meetings during 2008. The functions of the Audit/Compliance Committee are to
recommend the appointment of and to oversee the independent registered public accounting firm who audit the books and records of the
Company for the fiscal year for which they are appointed, to approve each professional service rendered by such accountants and to evaluate the
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possible effect of each such service on the independence of the Company s accountants. The Audit/Compliance Committee also reviews internal
controls and reporting procedures of the Bank s branch offices, periodically consults with the independent registered public accounting firm with
regard to the adequacy of internal controls and reviews and recommends inclusion of the audited consolidated financial statements in regulatory
reports.

Report of Audit/Compliance Committee

NOTWITHSTANDING ANYTHING TO THE CONTRARY SET FORTH IN ANY OF THE COMPANY S FILINGS UNDER THE
SECURITIES ACT OF 1933 OR THE SECURITIES EXCHANGE ACT OF 1934, THE FOLLOWING REPORT OF THE
AUDIT/COMPLIANCE COMMITTEE SHALL NOT BE INCORPORATED BY REFERENCE INTO ANY SUCH FILINGS AND SHALL
NOT OTHERWISE BE DEEMED FILED UNDER SUCH ACTS.
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The Audit/Compliance Committee of the Central Valley Community Bancorp Board of Directors (the Audit Committee) is composed of
independent directors and operates pursuant to a Charter that was adopted by the Board on March 21, 2007, a copy of which was attached as
Appendix C to the Proxy Statement for the Company s 2007 Annual Meeting of Shareholders. The members of the Audit Committee are Steven
D. McDonald (Chair), Daniel N. Cunningham, Sidney B. Cox, and Joseph B. Weirick. The Audit Committee recommends to the Board of
Directors, subject to shareholder ratification, the selection of the Company s independent accountants. Wanda L. Rogers served on the Audit
Committee during 2008. Other than Ms. Rogers, all participants in the Audit Committee attended at least 75% of the meetings of the Audit
Committee during 2008.

The function of the Audit Committee is to assist the Board of Directors in its oversight of the Company s financial reporting process. As set forth
in the Charter, management of the Company is responsible for the preparation, presentation and integrity of the Company s financial statements,
and maintaining appropriate accounting and financial reporting principles and internal controls and procedures designed to assure compliance
with accounting standards and applicable laws and regulations. The independent registered public accounting firm is responsible for planning
and carrying out appropriate audits and reviews, auditing the Company s consolidated financial statements and expressing an opinion as to their
conformity with accounting principles generally accepted in the United States of America.

In the performance of its oversight function, the Committee has considered and discussed the consolidated audited financial statements with the
independent registered public accounting firm, with, and without, management present. The Committee has also discussed with the independent
registered public accounting firm the matters required to be discussed by Statement on Auditing Standards No. 61, Communication with Audit
Committees, as currently in effect. The Committee has also discussed with management and the independent registered public accounting firm
the quality and adequacy of the internal controls of the Company. Finally, the Committee has received the written disclosures and the letter
from the independent auditors required by Independence Standards Board Standard No. 1, Independence Discussions with Audit Committees, as
currently in effect, and discussed with them their independent status. The independent registered public accounting firm did not perform any
prohibited services for the Company.

The members of the Audit Committee are not professionally engaged in the practice of auditing or accounting and are not experts in the fields of
accounting or auditing, including in respect to auditor independence. Members of the Committee rely without independent verification on the
information provided to them and on the representations made by management and the independent accountants. Accordingly, the Audit
Committee s oversight does not provide an independent basis to determine that management has maintained appropriate accounting and financial
reporting principles or appropriate internal controls and procedures designed to assure compliance with accounting standards and applicable

laws and regulations. Furthermore, the Audit Committee s considerations and discussions referred to above do not assure that the audit of the
Company s financial statements has been carried out in accordance with auditing standards generally accepted in the United States of America,
that the financial statements are presented in accordance with accounting principles generally accepted in the United States of America or that

the Company s independent registered public accounting firm are in fact independent .

Based upon the reports and discussions described in this report, and subject to the limitations on the role and responsibilities of the Committee
referred to above and in its Charter, the Committee recommended to the Board that the audited consolidated financial statements be included in
the Company s Annual Report on Form 10-K for the year ended December 31, 2008 to be filed with the Securities and Exchange Commission.

SUBMITTED BY THE AUDIT/COMPLIANCE COMMITTEE
OF THE COMPANY S BOARD OF DIRECTORS

Steven D. McDonald (Chairman)
Daniel N. Cunningham
Sidney B. Cox
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Joseph B. Weirick March 18, 2009
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EXECUTIVE COMPENSATION

COMPENSATION DISCUSSION AND ANALYSIS

The duties of the Executive/Directors Resources Committee (the Committee) of the Board of Directors include reviewing policies, reviewing
human resources issues, granting stock options and other equity awards, and approving other personnel matters which are in excess of
management s authority. The Company s compensation programs and policies are covered under this committee and are applicable to its Chief
Executive Officer (CEO), Chief Financial Officer (CFO) and other Named Executive Officers (NEOs), and are administered by the Committee.
NEOs are defined as the Company s three most highly compensated executive officers other than the CEO and CFO who were serving as
executive officers at the end of the last completed fiscal year. Those individuals are Daniel Doyle, David Kinross, Bryan Hyzdu, Lydia Shaw,
Thomas Sommer, and Gary Quisenberry.

The Committee establishes the compensation plans and specific compensation levels of the Company s CEO, CFO and other NEOs, with input
from the CEO. The Committee reviews its approach to executive compensation annually. As part of its review, the Committee conducts
periodic outside reviews of California peers as well as national peers utilizing the California Bankers Association Salary Survey, salary and
benefits information from the California Department of Financial Institutions and other databases.

The Company s compensation programs and policies are designed to enhance shareholder value by aligning the financial interest of the executive
officers of the Company with those of the Company s shareholders. The compensation program has two goals: To help the Company compete
with other financial entities to attract and retain highly qualified individuals as executive officers; and to pay executive officers based upon their
contribution to the Company s performance and the executive officers estimated future contribution to the success of the Company.

As part of its charter, this Committee establishes the salary and incentive plans on an annual basis for the Bank s senior management. The
incentive plan for 2009 was approved by the Committee and the Board of Directors on January 28, 2009 and in keeping with prudent goals
related to asset quality, growth and CAMELS ratings as determined in annual Safety & Soundness examinations by our state and federal
regulators. These plans are also consistent with Department of Treasury guidelines. The Compensation Committee will meet no less frequently
than is required under the applicable TARP guidelines and any other federal law to review compensation of senior management, and to ensure
that such compensation is not structured in any way that would encourage the senior management to take excessive risks in light of their job
responsibilities. In addition, CVCB and each of its Senior Executive Officers have contractually agreed that they will not accept any golden
parachute payments that would be in violation of the TARP guidelines or any other federal law. At the present time, no offsets to other
longer-term or deferred forms of executive compensation have been implemented.

The Committee annually reviews the salaries, non-equity incentives, and perquisites of executive officers, which are payable in cash. The
long-term compensation components (equity incentives and post-termination benefits) are reviewed in the context of the other compensation
provided to executives; however, adjustments to long-term compensation are not necessarily made annually.

Equity compensation and post-termination benefits are intended to provide retention incentives to executives, and are not specifically intended to
reward current performance. Salary, bonus and perquisite compensation are related to, and affected by, current performance.

The Company s philosophy for providing equity compensation in the form of stock options is based on the principles of encouraging key
employees to remain with the Company and to encourage ownership thereby providing them with a long-term interest in the Company s overall
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performance. The Company intends to retain the flexibility necessary to provide total cash compensation in line with competitors practices, the
Company s compensation philosophy and the Company s best interests, including compensation that may not be deductible for tax purposes.

Components of Executive Officer Compensation

The primary components of executive compensation are base salaries, incentive compensation and long-term compensation, which includes
401(k) match and profit sharing, equity compensation, health and welfare benefits and benefits from a salary continuation plan.

BASE SALARIES:

Base salaries for our executive officers are based on the scope of their responsibilities as well as review of competitive compensation data from a
comparison group of financial services companies. The Committee approves, and submits to the Board
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of Directors for ratification, the annual base salary for the CEO, CFO and other NEOs. Base salaries are reviewed annually, and increased from
time to time to realign salaries with market levels after taking into account individual responsibilities, performance and experience. Salary
ranges and midpoints for all employees are based on market analysis within the banking industry in California.

The base salary for the CEO for 2008 was determined by (i) examining the Company s performance against its preset goals, (ii) comparing the
Company s performance against its peer group competitors, (iii) evaluating the effectiveness and performance of the CEO, and (iv) comparing
the base salary of the CEO to that of other chief executive officers in the Company s peer group. The total compensation received by the
Company s CEO is detailed in the Summary Compensation Table.

INCENTIVE COMPENSATION:

The Committee determines the amount of annual incentive compensation payable to executive officers, if performance goals are met, subject to
a maximum limit on the incentive compensation. In January 2008, the compensation committee recommended to the Board and the Board
approved the incentive compensation for executive officers for 2008 and is discussed below.

The CEO s annual incentive compensation was based on a target bonus multiplied by a performance modifier. The target bonus for 2008 was
50% percent of his base salary at January 1, 2008. The target bonus is prorated 70% to a Bank component which includes performance criteria
for net income, direct expenses, operating revenue, loans, deposits, investment management, classified loans to capital, Community
Reinvestment Act (CRA) loan goals, classified loans and past due loans. 30% of the target bonus was prorated to a management component.
The management component is subjective based on strategic planning leadership, marketing, regulatory compliance, community involvement,
franchise value and stockholder relations. The total target bonus attained can be adjusted up or down based on the performance modifier. The
performance modifier was determined by the outcome of regulatory exams, regulators rating for the Bank and outside and internal audit
outcomes. Mr. Doyle s 2008 incentive compensation was $152,000 as his overall target objectives were met and exceeded. See the Summary
Compensation Table below for further information.

The Company has a Senior Management Incentive Plan (SMIP) to provide annual incentive compensation to attract, retain, and motivate key
executives of the Company. The CEO does not participate in the SMIP. The SMIP is tied to financial achievements for the Bank and Company
which are set annually. The executive must be employed on the last day of the fiscal year to receive payment under the SMIP. The Committee
has discretion to determine which executives are eligible to participate in the SMIP, to determine the bases for and the amount of any incentive
awards and to consider any additional or extraordinary performance factors for a particular participant. Where an executive is responsible for a
particular business unit or division, performance goals are weighted based on operational performance of those units. Where an executive has
broader corporate responsibilities, such as the CFO, goals are based on particular objectives set by the Committee. For 2008, NEOs total
incentive compensation was based on a target bonus of 30% of their base salary as of January 1, 2008 which was weighted 50% for targeted
Company level thresholds of performance and 50% for individual targeted performance thresholds. Bank performance thresholds include net
income, total direct expenses, and non-interest income. Individual thresholds include, loans, deposits, net charge offs, classified loans to capital,
past due loans, CRA goals, investments, and a management component. The total target bonus attained can be adjusted up or down based on a
performance modifier. The performance modifier is based on the outcome of regulatory exams, regulators rating for the Bank and outside and
internal audit outcomes.

Incentive compensation payments for 2008 for each executive officer are detailed in the Summary Compensation Table on page 15.

LONG-TERM INCENTIVE COMPENSATION:
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401(k)/Profit Sharing Plan:

The Company adopted a 401(k) Plan for benefit of all employees and incorporates a safe harbor matching contribution provision. The CEO and
other senior management executives participate in the 401(k) Plan to the same extent as all other employees, subject to limitations imposed by
regulation. The Company contributes a percentage matching contribution to the same degree as all other employees. The matching contribution
is 100% on all deferred amounts up to 3% of eligible compensation and a 50% match on the next 2% of eligible compensation. The Profit
Sharing Plan is a cash-based incentive profit sharing program. The Company may, but is not required to make annual contributions based on the
recommendation of the Committee. The cash incentive is paid by March 1st of each year. The percentage of the Company s
contribution is recalculated each year based upon the recommendation of the Committee. Once they are eligible to

participate, all employees are 100% vested, immediately, in both
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the 401(k) match and the Profit Sharing Plan. 401(k) and profit sharing contributions to the CEO, CFO and NEOs for 2008 are detailed in the
Summary Compensation Table on page 15.

Equity Compensation:

Under the Company s compensation philosophy, ownership of the Company s Common Stock is a key element of executive compensation. The
granting of stock-based awards is intended to retain and motivate key executives and to provide a direct link with the interest of the shareholders
of the Company. In general, stock-based award grants are determined based on (i) the impact the executive may have had on the Bank s and
Company s earnings and stock price, (ii) the ability of the executive to provide enhanced opportunities for the success of the Bank and Company
(iii) extraordinary deeds performed that warrant extraordinary rewards, (iv) prior award levels for the executive, (v) total awards received to date
by the individual executives, (vi) the total stock-based award to be made and the executive s percentage participation in that award, (vii) the
executive s direct ownership of Company s Common Stock, (viii) the number of awards vested and non-vested, and (ix) the options outstanding
as a percentage of total shares outstanding. Stock-based awards are issued at the discretion of the Board of Directors. Periodically the Directors
determine a pool of the number of stock-based awards to be granted and management makes recommendations to the Directors to determine

how many are granted to executive officers and others in the Company and the Directors make a final approval of the grants.

The Company has three share-based compensation plans, the Central Valley Community Bancorp 2005 Omnibus Incentive Plan (the 2005 Plan)
and the 2000 and 1992 Stock Option Plans. The 2005 Plan provides for awards in the form of incentive stock options, non-statutory stock
options, stock appreciation rights, and restricted stock. The plan allows for performance awards that may be in the form of cash or shares of the
Company, including restricted stock. All awards are issued at market value and generally have vesting periods of five years. These awards are
granted at the sole discretion of the Committee. The maximum number of shares that can be issued with respect to all awards under the 2005
Plan is 476,000. Currently there are options to purchase 30,000 shares of common stock reserved for issuance for options already granted to
employees and 446,000 remain reserved for future grants as of December 31, 2008 under the 2005 Plan.

In connection with the Company becoming the holding company for Central Valley Community Bank (Bank) in 2000, the Company assumed all
obligations for options issued under the Bank s 1992 Stock Option Plan, with options to purchase shares of the Company s common stock
substituted for options to purchase shares of common stock of the Bank. No new options have been granted under this plan and outstanding
options are exercisable until their expiration. The 2000 Stock Option Plan has 793,881 shares remaining as reserved for issuance for options
already granted to employees and directors under incentive and nonstatutory agreements and 10,936 remain reserved for future grants.

In December 2008, the Company cancelled options to purchase 90,550 shares of the Company s common stock previously granted from the 2000
Plan and options to purchase 15,000 shares of the Company s common stock previously granted from the 2005 Plan, and on December 17, 2008,
granted options to purchase 90,550 shares of the Company s common stock from the 2000 Plan and options to purchase 15,000 shares of the
Company s common stock from the 2005 Plan at an exercise price of $6.70, the fair market value on the grant date. Also, from the 2005 Plan,
options to purchase 15,000 shares of the Company s common stock were granted in 2008 at an exercise price of $6.70.

See Note 1 and 13 to the audited Consolidated Financial Statements included in the Annual Report for further information relating to all equity
compensation plans.

Additional information on long-term awards for executive officers is shown in the Outstanding Equity Awards at Fiscal Year-End Table on
page 20.
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Health and Welfare Benefits:

The Company offers health and welfare programs to all eligible employees. The programs include medical, wellness, pharmacy, dental, vision,
life insurance and accidental death and disability. The CEO, CFO and other NEOs received up to $12,000 each in 2008 from the Bank for health
and welfare benefits.

Salary Continuation Agreements:

Each of the Named Executive Officers is a party to a salary continuation agreement that will provide for an annual payment for a period of time
following retirement from service as an executive of the Bank. The salary continuation agreements terminate upon the executives death prior to
retirement, voluntary termination of service prior to retirement, or involuntary termination of service for cause. The salary continuation
agreements provide for payment of a lump sum in the event of a change
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of control of the Company, defined as the cumulative transfer of more than fifty percent (50%) of the voting stock of the Company. Each

person s annual benefit is determined at the time of retirement, on the basis of (i) the individual s age upon retirement, (ii) the percentage of
benefit vested upon retirement, and (iii) the maximum annual benefit assigned in the individual s Salary Continuation Agreements. Additional
information on the details of each participant s benefit under the agreements is shown in the Pension Benefits Table on page 20 and the Potential
Payments Upon Termination or Change in Control section on page 22. The Salary Continuation Agreements and the termination provisions
under the CEO s Employment Agreement are subject to non-competition covenants if the executive, without prior written consent of the
Company, directly or indirectly becomes involved in any capacity with a competitive enterprise within the trading area of the Bank, defined as a
50 mile radius.

Severance Plan:

The Bank offers a severance pay plan to provide transitional benefits to certain terminated employees while they seek new employment. In
general, full-time and certain part-time employees who are terminated involuntarily without cause, laid off, or terminated as a result of a
reduction in force, may be entitled to benefits under this plan. Covered termination means a Bank-initiated dismissal for other than cause but
does not include voluntary termination, retirement, or termination for cause. The CEO is not eligible under this severance plan, however, the
CFO and other NEOs are eligible to receive a benefit under this plan, paid in a lump sum based on two weeks pay for each year of service with a
minimum 12 weeks and a maximum 26 weeks. See Potential Payments Upon Termination or Change in Control section on page 22.

Executive Compensation Waiver:

As aresult of the Company s participation in the Treasury s TARP Capital Purchase Program, each NEO voluntarily waived any claim against the
United States or the Company for any changes to their compensation or benefits that are required to comply with the regulation issued by the
Department of the Treasury. The regulation may require modification of the compensation, bonus, incentive and other plans, arrangements,
policies and agreements (including so-called golden parachute agreements) that the NEO has with the Company or in which the NEO

participates as they relate to the period the United States holds any equity or debt securities of the Company acquired through the TARP Capital
Purchase Program.

Employment Agreements:

The Bank has an employment agreement with Daniel J. Doyle, the Company and Bank s CEO, dated as of May 11, 1998 and amended July 17,
2002 pursuant to which Mr. Doyle is employed as President and Chief Executive Officer of the Bank. The employment agreement renews
automatically for one-year terms, unless terminated by either party not later than sixty days prior to expiration. Under the employment
agreement, the Board of Directors sets Mr. Doyle s salary for each year.

Under the agreement, Mr. Doyle is entitled to receive a bonus, based on the achievement each year of certain performance goals. The goals and
the target amount of the bonus are established at the beginning of each year by the Board, and the evaluation of the achievement of the goals and
the amount of bonus payable with respect to each year are determined by the Board following the conclusion of the year.
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For 2008, the Board of Directors set the target bonus at 50% of Mr. Doyle s salary, subject to adjustments, up or down, depending on actual
performance. The target bonus was weighted 70% for Company wide financial performance thresholds and 30% for management components
with an additional modifier determined by the outcome of regulatory examinations and internal and external audits. Mr. Doyle s total incentive
award for 2008 was $152,000 based on exceeding targeted thresholds.

The employment agreement with Mr. Doyle also provides for: (a) a Bank-paid membership in a local country club; (b) an automobile allowance
of $1,000 per month; (c) participation in medical, dental and similar plans offered by the Bank for Mr. Doyle and his dependents, as well as
Bank-paid term life insurance coverage of at least $100,000; and (d) five weeks of vacation annually.

Under the terms of the agreement, Mr. Doyle is entitled to certain benefits for involuntary termination by the Company for reasons other than
cause, as defined in the agreement. Under the agreement, Mr. Doyle is eligible for the following:

. For early termination upon disability, Mr. Doyle shall receive his then current base salary for 180 days from the date of his first
absence due to disability, should the Board, at its option terminate the employment agreement.

. For a change in ownership or effective control of the Company, Mr. Doyle may elect to stay or leave the Company and receive a
lump sum termination payment equal to the average total cash compensation paid to Mr. Doyle during the most recent three fiscal years
multiplied by two. A change in ownership or effective control is defined when more than 50% of the outstanding shares of the Company are
transferred to any other entity.
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. If the Company terminates the employment agreement without cause, Mr. Doyle is entitled to receive up to 24 payments, each equal
to one-twelfth (1/12) of his annual base salary at the time of termination. If Mr. Doyle obtains other comparable employment within the 24
month period, payments will cease.

In the event the Company is not the surviving entity after a change in ownership as a result of any action taken at the direction of any
supervisory or regulatory authority the employment agreement terminates and Mr. Doyle is not eligible for any further compensation under the
agreement except for those that may have accrued prior to the date of such termination.

Mr. Doyle has an Executive Salary Continuation Agreement with the Bank. In the event of involuntary termination for reasons other than cause,
as defined in the agreement, he is entitled to receive the following:

. Change in control lump sum payment equal to the present value of 100% of the normal retirement benefit that he would have
received had he been employed by the Bank until December 31, 2010. His change in control benefit as of December 31, 2008 is estimated at
$1,786,000.

. For early termination upon disability, he would receive an annual benefit equal to the early retirement benefit or normal retirement
benefit that he would have received had he retired from the Bank. As of December 31, 2008 he would receive an annual disability benefit based
on early retirement of $120,000 for 15 years, paid monthly. The disability benefit will be increased each year by 3% to account for cost of living
increases.

In the event of a termination of Mr. Doyle by the Company for cause , Mr. Doyle would forfeit benefits under the Executive Salary Continuation
Agreement.

As aresult of the Company s participation in the Treasury s TARP Capital Purchase Program, Mr. Doyle voluntarily waived any claim against the
United States or the Company for any changes to his compensation or benefits that are required to comply with the regulation issued by the
Department of the Treasury. The regulation may require modification of the compensation, bonus, incentive and other plans, arrangements,
policies and agreements (including so-called golden parachute agreements) that Mr. Doyle has with the Company or in which he participates as
they relate to the period the United States holds any equity or debt securities of the Company acquired through the TARP Capital Purchase
Program.

Compensation Committee Interlocks and Insider Participation:

No member of the Executive/Directors Resources Committee serves or has served as an employee of the Company or its subsidiaries, and there
are no common participants between the compensation committee of any other entity and the Company.
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Executive/Directors Resources Committee Report

The Executive/Directors Resources Committee has reviewed and discussed the foregoing Compensation Discussion and Analysis (the CD & A)
with management. Based on these reviews and discussions, the Committee recommends to the Board of Directors that the C D & A be included
in the Company s Definitive Proxy Statement for the 2009 Annual Meeting of Shareholders.

The Compensation Committee certifies that it has reviewed with senior risk officers the senior executive officer incentive compensation
arrangements. Based on the analysis of the incentives, potential risks, and the evaluation of factors to mitigate such potential risks, the
Committee determined that the Company s executive compensation program does not encourage the SEOs to take unnecessary and excessive
risks that threaten the value of the Company, and that no changes to the program were required.

SUBMITTED BY THE EXECUTIVE/DIRECTORS RESOURCES COMMITTEE
OF THE COMPANY S BOARD OF DIRECTORS

Daniel N. Cunningham

Chairman of the Executive/Directors Resources Committee

Edwin S. Darden Jr.

Louis McMurray

William S. Smittcamp March 18, 2009
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SUMMARY COMPENSATION

The following table sets forth information regarding compensation earned by our CEO, our CFO and four other NEOs for services rendered to
the Company for the fiscal year ended December 31, 2008. Bonuses are paid under the Company s applicable incentive compensation guidelines
and are generally paid in the year following the year in which the bonus is earned.

Summary Compensation Table

Change in
Nonqualified
Non-Equity Deferred
Option Incentive Plan Compensation
Name and Awards Compensation Earnings ($) All Other
Principal Position Year Salary($) $)(1) ) (10) Compensation ($) Total ($)
Daniel J. Doyle,
President and Chief
Executive Officer 2008 % 295,000 $ 6,116 $ 152,000 $ 178,632 $ 56,10012) $ 700,455
2007 295,000 20,444 201,000 178,631 63,970 759,045
2006 280,000 201,000 464,950 67,308 1,013,258
David A. Kinross,
Senior Vice President
and Chief Financial
Officer 2008 168,000 22,855 47,600 16,665 18,900(3) 283,818
2007 160,000 10,222 61,800 15,697 10,773(3) 258,492
2006 100,000 58,355 38,350 7,503 4,298 208,506
Lydia E. Shaw,
Senior Vice President,
Consumer and Retail
Banking 2008 141,750(5) 13,127 36,400 30,875 26,490(4) 251,802
2007 31,231(5) 63,731 11,023 10,860 116,845
Thomas L. Sommer,
Senior Vice President,
Credit Administrator 2008 168,000 3,575 36,500 25,787 29,944(5) 268,093
2007 160,000 10,222 61,818 24,288 32,335 288,663
2006 145,616 55,410 95,734 28,416 325,176
Bryan R. Hyzdu,
Senior Vice President
San Joaquin Region (6) 2008 22,124 19,960 2,045(7) 24,169
Gary Quisenberry,
Senior Vice President,
Commercial and
Business Banking 2008 178,000 3,575 38,600 33,936 36,855(8) 295,253
2007 170,000 10,222 60,097 31,965 42,556 314,840
2006 159,250 54,078 87,304 36,436 337,068
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(1) In accordance with FAS123(R), the award equals the aggregate grant date fair value. Additional discussion is set out in Note 1 of the
audited consolidated financial statements included in the Annual Report that accompanies this proxy statement, and is incorporated
herein by reference.

(2) Includes, for 2008, directors fees of $18,400, $3,900 in life insurance premiums, $16,400 contributed to the Bank s 401(k)/Profit Sharing
Plan for Mr. Doyle s account, $5,400 country club membership dues, and $12,000 auto allowance.

(3) Includes, for 2008, $1,100 in life insurance premiums, $11,800 contributed to the Bank s 401(k) Plan/Profit Sharing Plan for Mr. Kinross
account, and $6,000 auto allowance.

(4) Ms. Shaw joined the Bank in October, 2007. Includes, for 2008, $990 in life insurance premiums $1,500 contributed to the Bank s
401(k) Plan for Ms. Shaw s account, $12,000 moving expense and $12,000 auto allowance. Ms. Shaw was hired in October of 2007 and is
not yet eligible for the Bank s Profit Sharing Plan.

(5) Includes, for 2008, $2,444 in life insurance premiums and $16,300 contributed to the Bank s 401(k)/Profit Sharing Plan for Mr. Sommer s
account, $5,200 country club membership dues and $6,000 auto allowance.

(6) Reflects partial year salary. Mr. Hyzdu joined the Bank in November, 2008 after the acquisition of Service 1st. Annual salary for
Mr. Hyzdu is $192,000.

(7)  Includes, for 2008, $445 contributed to the Bank s 401(k) for Mr. Hyzdu s account and $1,600 auto allowance.

(8) Includes, for 2008, $3,235 in life insurance premiums and $16,400 contributed to the Bank s 401(k)/Profit Sharing Plan for
Mr. Quisenberry s account and $5,220 country club membership dues and $12,000 auto allowance.

(9) Value represents annual incentive compensation. For further explanation of how the incentive was calculated, is set out in the
Compensation Discussion and Analysis under the section entitled Incentive Compensation on page 11.

(10) Amounts reported reflect changes in accrual balances for salary continuation plans as calculated for financial statement purposes.
Additional discussion is set out in Note 15 of the audited Consolidated Financial Statements included in the Annual Report that
accompanies this proxy statement, and is incorporated herein by reference.

Grant of Plan Based Awards

All Other
Option
Awards:

Number of Exercise or Grant Date Fair

Securities Base Price of Value of Option

Underlying Option Awards Awards
Name Grant Date Options (#) ($/Sh) 5)
Daniel J. Doyle, President and Chief
Executive Officer 12/17/2008(1) 5,000 $ 670 $ 6,116
David A. Kinross, Senior Vice President
and Chief Financial Officer 12/17/2008(1) 2,500 $ 670 $ 3,575
David A. Kinross, Senior Vice President
and Chief Financial Officer 12/17/2008(2) 15,000 $ 670 $ 19,279
Lydia E. Shaw, Senior Vice President,
Consumer and Retail Banking 12/17/2008(3) 15000 $ 670 $ 13,127
Thomas L. Sommer, Senior Vice
President, Credit Administrator 12/17/2008(1) 2,500 $ 670 $ 3,575
Gary Quisenberry, Senior Vice
President, Commercial and Business
Banking 12/17/2008(1) 2,500 $ 670 $ 3,575
Bryan R. Hyzdu, Senior Vice President
San Joaquin Region 12/17/2008(4) 10,000 $ 670 $ 19,960

(1) In December 2008, the Company cancelled options to purchase shares of the Company s common stock
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previously granted from the 2000 Plan on October 17, 2007 and on December 17, 2008, granted options to purchase shares of
the Company s common stock at an exercise price of $6.70, the fair market value on the grant date. Stock options vest
immediately 20% and vest at the rate of 20% per year, with vesting dates of 4/23/2009, 4/23/2010, 4/23/2011, and 4/23/2012.
The options expire on 4/23/2017, subject to earlier termination in certain events related to termination of employment.

In December 2008, the Company cancelled 15,000 stock options granted on October 17, 2007, granted options to purchase
15,000 shares of common stock to Mr. Kinross, of which 6,000 were immediately vested. All options were granted with an
exercise price equal to the market value on the grant date. Stock options vest at the rate of 20% per year, with vesting dates of
5/01/2009, 5/01/2010, and 5/01/2011. The options will expire on 5/1/2016, subject to earlier termination in certain events
related to termination of employment.

In December 2008, the Company cancelled options to purchase 15,000 shares of the Company s common stock previously
granted on October 1, 2007 and, on December 17, 2008, granted options to purchase 15,000 shares of the Company s common
stock to Ms. Shaw, of which 3,000 were immediately vested. All options were granted at an exercise price of $6.70, the market
value on the grant date. Stock options vest at the rate of 20% per year, with vesting dates of 10/01/2009, 10/012010,
10/01/2011, and 10/01/2012. The options expire 10/01/2017.

The options were granted from the 2005 Omnibus Incentive Plan. The right to exercise stock options vests on an annual basis
over a five-year period from the date of the grant. The exercise price represents 100% of the fair market value on the date of
grant as determined by the Board of Directors. The options have a term of ten years, subject to earlier termination in certain
events related to termination of employment.

The Black-Scholes option-pricing model was used to estimate the grant date fair value of the options in this column. Use of this
model should not be construed as an endorsement of its accuracy. All stock option pricing models require predictions about the
future movement of the stock price. The real value of the options in this table will depend on the actual performance of the
Company s common stock during the applicable period and the fair market value of the Company s common stock on the date
the options are exercised.

As a result of the modifications to option terms described in footnotes (1), (2) and (3) of this table and modifications to option terms for certain

options granted to directors (as set out in footnote (1) to the Summary Compensation Table for directors, below), the Company recognized an

additional $38,000 in incremental stock based compensation expense on its financial statements for the year 2008.
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Outstanding Equity Awards at Fiscal Year-End

The following table shows outstanding stock option awards classified as exercisable and unexercisable as of December 31, 2008 for the persons
named in the Summary Compensation Table above.

Name
Daniel J. Doyle, President and
Chief Executive Officer

David A. Kinross, Senior Vice
President and Chief Financial
Officer

Lydia E. Shaw, Senior Vice
President, Consumer and Retail
Banking

Thomas L. Sommer, Senior Vice
President, Credit Administrator

Number of Securities
Underlying Unexercised
Options (#) Exercisable

13,824
698
90,000
40,000
10,000
1,560
4,440
2,000

9,000
1,000

3,000

4,000
20,000
6,000
8,000
8,000
4,000
3,000

Number of Securities
Underlying Unexercised
Options (#) Unexercisable

20

1,040(1)
2,960(1)
3,000(2)

6,000(4)
1,500(2)

12,000(5)

2,000(1)

PP P PP PH LB

@D L

$
$
$
$
$
$
$

Option
Exercise
Price ($)

4.32
4.32
3.41
3.44
8.63
13.50
13.50
6.70

6.70
6.70

6.70

4.32
3.88
3.41
4.32
5.68
8.63
13.50

Option
Expiration
Date

5/27/2009
5/27/2009
4/19/2010
1/17/2011
6/18/2013
7/20/2015
7/20/2015
4/23/2017

5/1/2016
4/23/2017

10/01/2017

6/16/2009
12/15/2009
4/19/2010
6/20/2011
9/18/2012
6/18/2013
7/20/2015
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Outstanding Equity Awards at Fiscal Year-End (continued)

Number of Securities Number of Securities Option Option
Underlying Unexercised Underlying Unexercised Exercise Expiration

Name Options (#) Exercisable Options (#) Unexercisable Price ($) Date

Gary Quisenberry, Senior Vice

President, Commercial and

Business Banking 32,000 $ 3.44 3/15/2010
8,000 $ 4.32 6/20/2011
8,000 $ 5.68 9/18/2012
4,000 $ 8.63 6/18/2013
3,000 2,000(1) $ 13.50 7/20/2015
1,000 1,500(2) $ 6.70 4/23/2017

Bryan R. Hyzdu, Senior Vice

President San Joaquin Region 10,0003) $ 6.70 12/17/2018

(1) Stock options vest at the rate of 20% per year, with vesting dates of 7/20/2009, and 7/20/2010.

(2) Stock options vest at the rate of 20% per year, with vesting dates of 4/23/2009, 4/23/2010, 4/23/2011, and 4/23/2012.

(3) Stock options vest at the rate of 20% per year, with vesting dates of 12/17/2009, 12/17/2010, 12/17/2011, 12/172012, and
12/17/2013.

(4) Stock options vest at the rate of 20% per year, with vesting dates of 5/01/2009, 5/01/2010, and 5/01/2011.

(5) Stock options vest at the rate of 20% per year, with vesting dates of 10/01/2009, 10/01/2010, 10/01/2011, and 10/1/2012.

Option Exercises and Stock Vested

Option Awards
Number of Value Realized
Shares Acquired on Exercise ($)
Name on Exercise (#) a
Daniel J. Doyle, President and Chief Executive Officer 20,478 $ 122,254
Thomas L. Sommer, Senior Vice President, Credit Administrator 13,200 $ 55,176

(1) The value realized on exercise of an option means the amount equal to the difference between the option exercise price and the NASDAQ
closing share price of our common stock on the date of exercise.
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Pension Benefits

The following table discloses the estimated present value (based on a discount rate of 6.00% relying on AA-rated 20-year corporate bond rates)

of total benefits if the participant retires at normal retirement age.

Name

Daniel J. Doyle,

President and Chief Executive
Officer

David A. Kinross,
Senior Vice President and Chief
Financial Officer

Lydia Shaw,
Senior Vice President, Consumer and
Retail Banking

Thomas L. Sommer,
Senior Vice President, Credit
Administrator

Gary Quisenberry,
Senior Vice President, Commercial
and Business Banking

Bryan R. Hyzdu,
Senior Vice President,
San Joaquin Region

(1) Effective December 31, 2006.
(2) Effective March 1, 2007.
(3) Effective January 2, 2008.

Plan Name
Executive Salary
Continuation
Agreement (1)
Endorsement Method
Split Dollar Plan (1)
Executive Salary
Continuation
Agreement (2)
Endorsement Method
Split Dollar Plan (2)
Executive Salary
Continuation
Agreement (3)
Endorsement Method
Split Dollar Plan (3)
Executive Salary
Continuation
Agreement (2)
Endorsement Method
Split Dollar Plan (2)
Executive Salary
Continuation
Agreement (2)
Endorsement Method
Split Dollar Plan (2)
Executive Salary
Continuation
Agreement (9)
Endorsement Method
Split Dollar Plan (9)
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Number of Years
Credited Service

#

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Present Value of
Accumulated
Benefit ($)

1,786,000(4) (5) $

See Note(5)  $

595,000(4) (6) $

See Note(6)  $

595,000(4) (7) $

See Note(7)

595,000(4) (8) $

See Note(8)  $

595,000(4) (8) $

See Note(8)  $

189,049(4) (9) $

See Note(9)  $

Payments During
Last Fiscal Year

(6]
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The method used to calculate the retirement benefit, based on assumptions used for financial reporting purposes under generally
accepted accounting principles, is a present value calculation using a discount rate of 6.00% relying on AA-rated 20-year corporate
bond rates. See Note 12 to the audited consolidated financial statements in the Annual Report for further details on Salary
Continuation Plans.

Under the terms of Mr. Doyle s agreement for normal retirement, if he retires on or after December 31, 2010, he is eligible to receive
an annual benefit equal to $150,000 per year, payable in monthly installments, over a 15 year period which adjusts for inflation at
3% each year. He is eligible for an early retirement benefit as of December 31, 2008 in which he would receive $120,000 per year,
payable in monthly installments, over a 15 year period which increases for inflation at 3% each year. In the event of death, the
Salary Continuation Agreement immediately terminates. Additionally, under the terms of Mr. Doyle s Life Insurance Endorsement
Method Split Dollar Plan, his beneficiaries are entitled to receive certain benefits in the event of his death. The division of the death
proceeds to Mr. Doyle s beneficiaries should he be employed by the Bank at the time of death would be (i) a lump sum payment
equal to the present value of the normal retirement benefit under his Salary Continuation Agreement or (ii) 100% of the total death
proceeds of the policy, whichever amount is less. The division of the death proceeds to Mr. Doyle s beneficiaries should he be
retired from the Bank at the time of death would be a lump sum payment equal to the present value of 100% of the sum of all
remaining payments that would have been made under his Salary Continuation Agreement, but for the insured s death, or 100% of
the total death proceeds of the policy, whichever amount is less.

Under the terms of Mr. Kinross Salary Continuation Agreement for normal retirement, if he retires on or after December 31, 2026,
he is eligible to receive an annual benefit equal to $50,000 per year, payable in monthly installments, over a 15 year period which
adjusts for inflation at 3% each year. If Mr. Kinross retires on or after May 20, 2024 and prior to December 31, 2026, he is eligible
for an early retirement benefit. The amount of early retirement benefit would be based on the present value of the early retirement
benefit payments, payable over 15 years in monthly installments, and increased 3% annually for inflation. In the event of death, the
Salary Continuation Agreement immediately terminates. Additionally, under the terms of Mr. Kinross Life Insurance Endorsement
Method Split Dollar Plan, his beneficiaries are entitled to receive certain benefits in the event of his death. Should he be employed
by the Bank at the time of death, his beneficiaries are entitled to a lump sum payment equal to the present value of the retirement
benefit provided for in the Executive Salary Continuation Agreement or 100% of the total insurance policy proceeds, whichever
amount is less. Should he be retired from the Bank at the time of death, his beneficiaries are entitled to a lump sum payment equal
to the present value of 100% of the sum of all remaining payments that would have been made under his Executive Salary
Continuation Agreement or 100% of the total proceeds, whichever amount is less.

Under the terms of Ms. Shaw s Salary Continuation Agreement for normal retirement, if she retires on or after December 31, 2020,
she is eligible to receive an annual benefit equal to $50,000 per year, payable in monthly installments, over a 15 year period which
adjusts for inflation at 3% each year. If Ms. Shaw retires on or after March 29, 2016 and prior to December 31, 2020, she is eligible
for an early retirement benefit. The amount of early retirement benefit would be based on the present value of the early retirement
benefit payments, payable over 15 years in monthly installments, and increased 3% annually for inflation. In the event of death, the
Salary Continuation Agreement immediately terminates. Additionally, under the terms of Ms. Shaw s Life Insurance Endorsement
Method Split Dollar Plan, her beneficiaries are entitled to receive certain benefits in the event of her death. Should she be employed
by the Bank at the time of death, her beneficiaries are entitled to a lump sum payment equal to the present value of the retirement
benefit provided for in the Executive Salary Continuation Agreement or 100% of the total insurance policy proceeds, whichever
amount is less. Should she be retired from the Bank at the time of death, her beneficiaries are entitled to a lump sum payment equal
to the present value of 100% of the sum of all remaining payments that would have been made under his Executive Salary
Continuation Agreement or 100% of the total proceeds, whichever amount is less.

Under the terms of Messrs. Sommer and Quisenberry s Salary Continuation Agreements for normal retirement, if they retire on or
after December 31, 2012 or December 31, 2015, respectively, they are eligible to receive an annual benefit equal to $50,000 per
year, payable in monthly installments, over a 15 year period which increases for inflation at 3% each year. Mr. Sommer is eligible
for an early retirement benefit as of December 31, 2008 in which he would receive $30,000 per year, payable in monthly
installments, over a 15 year period which increases for inflation at 3% each year. If Mr. Quisenberry retires on or after May 26,
2011 and prior to December 31, 2015 he is eligible for an early retirement benefit. The amount of early retirement benefit for
Messrs. Sommer and Quisenberry would be based the month of retirement which would be discounted by the number of months left
for full retirement, the early retirement benefit would be payable over 15 years in monthly installments, increased 3% annually for
inflation. In the event of death, the Salary Continuation Agreement immediately terminates. Additionally, under the terms of
Messrs. Sommer and Quisenberry s Life Insurance Endorsement Method Split Dollar Plan, their beneficiaries are entitled to receive
certain benefits in the event of death. Should they be employed by the Bank at the time of death, their beneficiaries are entitled to a
lump sum payment equal to the present value of the retirement benefit provided for in the Executive Salary Continuation
Agreement or 100% of the total insurance policy proceeds, whichever amount is less. Should they be retired from the Bank at the
time of death, their beneficiaries are entitled to a lump sum payment equal to the present value of 100% of the sum of all remaining
payments
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that would have been made under their Executive Salary Continuation Agreement or 100% of the total proceeds, whichever amount
is less.
(9) Subsequent to the acquisition of Service 1st, the Company assumed the liability for Mr. Hyzdu s benefits under his Salary

Continuation Agreement (the Agreement) with Service 1st Bancorp. The benefits under the Agreement became 100%
vested upon the change in control. The Agreement provides for an annual retirement benefit payment, after
Mr. Hyzdu attains the age of 65, of $37,164 annually, payable in equal monthly installments over a 15 year
period. In addition, Mr. Hyzdu has an Endorsement Split Dollar Insurance Agreement (Split Dollar
Agreement). Pursuant to the Split Dollar Agreement, Mr. Hyzdu s beneficiary(ies) are entitled to receive
certain benefits in the event of death. Should he be retired from the Bank at the time of death, his
beneficiaries are entitled to a lump sum payment equal to the present value of 100% of the sum of all
remaining payments that would have been made under his Executive Salary Continuation Agreement or
100% of the total proceeds, whichever amount is less.

Potential Payments Upon Termination or Change in Control

Executive Salary Continuation Agreements and the Bank s Severance Pay Plan require the Company to provide compensation to the CFO and
other NEOs in the event of a termination of employment or a change in control of the Company. The CEO is not eligible for severance pay
under the Severance Pay Plan and the amount of compensation payable to the CEO under his Executive Salary Continuation Agreement is
explained above under his Employment Agreement. The CFO and NEOs qualify for benefits under certain circumstances.

Under the Executive Salary Continuation Agreements, if the executive is disabled prior to retirement or termination of employment, he is

entitled to an annual disability benefit equal to the executive s accrual balance payable monthly for 15 years increased annually 3% for cost of
living increases. The CFO and other NEOs are eligible for early involuntary termination benefits payable at normal retirement age. Involuntary
termination means the executive s employment terminates by action of the Bank prior to retirement, and such termination of employment is not
for cause. In the event the executive s employment terminates for cause prior to retirement, their Executive Salary Continuation Agreement
immediately terminates and the executive forfeits all benefits under the agreement. Upon a change in control the Bank shall pay the executive a
lump sum payment equal to the present value of 100% of the benefit that the executive would have received had the executive been employed
until normal retirement. The Bank s Severance Pay Plan for Senior Vice Presidents provides two weeks pay per year of service with a minimum
of 12 weeks and a maximum of 26 weeks. See details on the Bank s Severance Pay Plan on page 13. In the event of dissolution or liquidation of
the Company or a merger or change in control, unexercised stock options vest immediately. See the Outstanding Equity awards at Fiscal
Year-End table for a break down of options outstanding.

Compensation of Directors

The Board of Directors of the Company has not approved payment of fees in connection with attendance at Company Board or Board
Committee meetings.

The Chairman of the Board of the Bank receives $2,147 and all other directors (including employee directors) of the Bank receive $1,533 per
month for Board meeting attendance. The fees paid for director board meetings are based on comparable amounts paid by other financial
institutions in the Company s geographic market area.
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Aggregate Bank directors fees in the sum of $179,000 were paid (including amounts deferred under Deferred Compensation Agreements
between the Bank and certain of its directors) during the fiscal year ended December 31, 2008.

Deferred Compensation Agreements

Six of the Bank s non-employee directors have entered into deferred compensation agreements with the Bank, electing to defer some or all of
their fees in exchange for the Bank s promise to pay a deferred benefit in the future. A deferred compensation agreement allows a non-employee
director to reduce current taxable income in exchange for larger payments at retirement, when the recipient could be in a lower tax bracket.
Deferred director fees are expensed by the Bank and are set aside in a separate liability account. Credited on the account balance at a rate
determined annually by the Board of Directors, interest on deferred fees continues to accrue until the director s service terminates and payment of
benefits commences. Payment of accrued benefits, represented by the account balance, can be made in a lump sum or in installments, at each
participating director s election. After retirement, benefit payments are taxable income to the participating director and are deductible expenses
to the Bank as they are paid. The deferred compensation arrangement with non-employee directors is an unfunded plan, which means that a
participating director has no rights beyond those of a general creditor of the Bank, and no specific Bank assets are set aside for payment of
account balances. A director whose service terminates for cause forfeits all accrued interest and is entitled solely to the fees previously deferred.

24

Deferred Compensation Agreements 51



Edgar Filing: MACKINAC FINANCIAL CORP /MI/ - Form 10-K

The Bank has a universal life insurance policy insuring the life of each participating director. The Bank is the owner of each policy. Each
non-employee director who has entered into a deferred compensation agreement has also entered into a related Split Dollar Agreement and
Endorsement. Under the latter Split Dollar Agreement and Endorsement, the Bank and each participating director agree to a division of death
benefits under the life insurance policies. A Split Dollar Agreement and Endorsement provides that a director s designated beneficiary(ies) is
entitled at the director s death to receive life insurance proceeds:

(a) In an amount intended to approximate the projected deferred compensation agreement account balance at the director s
retirement, if the director dies before terminating service with the Bank.

(b) In an amount intended to approximate the deferred compensation agreement account balance remaining unpaid, if the director
dies after terminating service with the Bank.

In either case, the Bank s obligations under a deferred compensation agreement are extinguished by the director s death. The Bank is entitled to
any insurance policy death benefits remaining after payment to the director s beneficiary(ies). The Bank expects to recover in full from its
portion of the policies death benefits all life insurance premiums previously paid by the Bank. The policies serve informally as a source of
financing for the Bank s deferred compensation obligations arising out of a director s death before retirement, as well as an investment to finance
post-retirement payment obligations. Although the Bank expects the policies to serve as a source of funds for death benefits payable under the
deferred compensation agreements, as noted above the directors contractual entitlements are not funded. These contractual entitlements remain
contractual liabilities of the Bank, payable after the directors termination of service.

The information on Directors compensation in the table below is for the fiscal year ended December 31, 2008.

Change in
Fees Nonqualified
Earned or Option Deferred All Other
Paid in Awards Compensation Compensation

Cash [€)) Earnings [€))
Name ()] @ (2 3) Total ($)
Daniel N. Cunningham $ 25,760 $ 6,156 $ 28,940 $ 9,890 $ 101,783
Sidney B. Cox 18,400 6,156 55,593
Edwin S. Darden Jr. 18,400 6,156 10,812 271 66,676
Steven D. McDonald 18,400 6,156 22,191 2,520 80,304
Louis McMurray 18,400 6,156 24,202 2,985 82,780
Wanda L. Rogers 18,400 6,156 25,471 9,230 90,294
William Smittcamp 18,400 6,156 24,202 1,977 81,772
Joseph B. Weirick 18,400 6,156 55,593

(1) In December 2008, the Company s Board of Directors cancelled options to purchase common stock of the Company
previously granted and on December 17, 2008, granted options to purchase 5,000 shares of common stock to each of the
directors. All options were granted with an exercise price equal to the fair market value on the grant date. In accordance with
FAS123(R), the award equals the aggregate grant date fair value. The fair value was estimated on the date of grant using an
option-pricing model. For more detail see Notes 1 and 13 to the audited Consolidated Financial Statements in the Company s
Annual Report, which are incorporated herein by reference.

(2) The amounts reported represent interest earned on deferred fees under the Directors deferred compensation agreements as
discussed above. Directors, who participated, deferred 100% of their fees in 2008.

(3) Represents the imputed dollar values for insurance coverage under the Split Dollar Agreement and Endorsement plan
discussed above.
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The aggregate number of options awards outstanding for each non-employee director of the Company as of December 31, 2008 is detailed in the
table below.

Aggregate Options
Awards outstanding as

Name of 12/31/08

Daniel N. Cunningham 15,000
Sidney B. Cox 45,000
Edwin S. Darden, Jr. 45,000
Steven D. McDonald 45,000
Louis McMurray 25,000
Wanda L. Rogers 45,000
William Smittcamp 45,000
Joseph B. Weirick 45,000

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

There have been no material transactions, except as disclosed below, since January 1, 2008, nor are there any currently proposed transactions, to
which the Company or any of its subsidiaries was or is to be a party, in which the amount involved exceeds $120,000 and in which any director,
executive officer, five-percent shareholder or any member of the immediate family of any of the foregoing persons had, or will have, a direct or
indirect material interest.

During the normal course of business, the Bank enters into loans with related parties, including executive officers and directors. These loans are
made with substantially the same terms, including rates, collateral and repayment terms, as those prevailing at the same time with unrelated
parties, and do not involve more than the normal risk of collectibility or represent other unfavorable features. See Note 16 in the audited
Consolidated Financial Statements in the Company s Annual Report for detail on outstanding loans and commitments to related parties.

Except for loans granted in the normal course of business, the Company has no other related party transaction.

Policy and Procedures on Related Person Transactions

The Company adopted a written code of ethics to promote the highest ethical standards within the Company. Under the code of ethics,
Company personnel are expected to make immediate disclosure of situations that might create a conflict of interest, or the perception of a
conflict of interest, which includes transactions involving entities with which such personnel are associated. The Board of Directors recognizes
that related party transactions present a heightened risk of conflicts of interest and/or improper valuation (or the perception thereof). Such
transactions, after full disclosure of the material terms to the Board, must be approved by the members of the Board who are not parties to the
specific transaction to determine that they are just and reasonable to the Company at the time of such approval, with those members of the Board
(if any) who have an interest in the transaction abstaining. Such procedures are consistent with the terms of California corporate law.

CODE OF ETHICS AND CONDUCT
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The successful business operation and reputation of Central Valley Community Bancorp is built upon the principles of fair dealing and ethical
conduct of all our employees. Shareholders and our employees look to and have the expectation that our chief executive officer, chief financial
officer and all senior officers set the highest standards of conduct to promote:

. Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and
professional relationships;

. Full, fair, accurate, timely, and understandable disclosure in reports and documents that are filed with, or submitted to, the Securities
Exchange Commission, and in other public communications made by the Company;

. Compliance by Central Valley Community Bancorp with all applicable laws and regulations and the conduct of the Company s
business by its directors, officers and employees in accordance with the letter, spirit, and intent of all relevant laws and that they will refrain
from any illegal, dishonest, or unethical conduct

. The prompt internal reporting to Chairman of the Board of Directors of any violations of the code and

. Accountability for adherence to the code.
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Our reputation for integrity and excellence requires careful observance of the spirit and letter of all applicable laws and regulations, as well as a
scrupulous regard for the highest standards of conduct and personal integrity. The continued success of Central Valley Community Bancorp is
dependent upon our shareholders and customers trust and we are dedicated to preserving that trust.

A copy of the Company s Code of Ethics and Conduct may be requested by writing Cathy Ponte, Assistant Corporate Secretary, Central Valley
Community Bancorp, 7100 N. Financial Drive, Suite 101, Fresno, California 93720 and may also be accessed electronically at the Company
website at www.cvcb.com.

SHAREHOLDER COMMUNICATION

The Board of Directors does not have a formal process for shareholders to send communications to the Board. However, shareholders may send
recommendations for director nominees or other communications to the Board of Directors or any individual director at the following address.
All communications received are reported to the board or the individual directors:

Board of Directors (or Executive/Directors Resources and Nominating Committee, or name of individual director)
C/o Cathy Ponte

Assistant Corporate Secretary

Central Valley Community Bancorp

7100 N. Financial Drive, Suite 101

Fresno, California 93720

DIRECTOR ATTENDANCE AT SHAREHOLDER MEETINGS

The Company does not have a policy which specifically addresses director attendance at shareholder meetings. However, eight directors were in
attendance at the 2008 Annual Meeting of Shareholders on May 21, 2008.

REIMBURSEMENT AND TAX SHARING AGREEMENT

The Company has entered into an agreement with the Bank pursuant to which the Bank has agreed to reimburse the Company for certain
expenses incurred by the Company in rendering management services on terms and conditions consistent with the requirements of Section 23A
of the Federal Reserve Act and Federal Reserve Regulation W. In addition, the Company has entered into a tax sharing agreement with the Bank
providing for the allocation of tax obligations among the Company and the Bank in compliance with regulatory requirements.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company s officers and directors, and persons who own more than ten percent of a registered
class of the Company s equity securities, to file reports of ownership and changes in ownership with the Securities and Exchange Commission
(the SEC). Officers, directors and greater than ten-percent shareholders are required by SEC regulations to furnish the Company with copies of
all Section 16(a) forms they file. To the best knowledge of the Company, the only greater than ten-percent holder of the Company s Common
Stock is Mr. Louis McMurray and his related interests. See Principal Shareholders.

Based solely on its review of the copies of such forms received by it, or written representations from certain reporting persons that no Forms 4
and 5 were required for those persons, the Company believes that for the 2008 fiscal year, the officers and directors of the Company complied
with all applicable filing requirements.

PROPOSAL NO. 2

RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS

The firm of Perry-Smith LLP, which served the Company as independent registered public accounting firm for 2008, has been selected by the
Audit Committee of the Board of Directors of the Company to be the Company s independent registered public accounting firm for 2009. All
Proxies will be voted FOR ratification of such selection unless authority to vote for the ratification of such selection is withheld or an abstention
is noted. If the nominee should unexpectedly for any reason decline or be unable to act as independent public accountants, the Proxies will be
voted for a substitute nominee to be designated by the Audit Committee.
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Representatives from the accounting firm of Perry-Smith LLP will be present at the meeting, will be afforded the opportunity to make a
statement if they desire to do so, and will be available to respond to appropriate questions.

Audit Fees

The following presents fees billed for the years ended December 31, 2008 and 2007 for professional services rendered by the Company s
independent registered public accounting firm in connection with the audit of the Company s consolidated financial statements and fees billed by
the Company s independent registered public accounting firm for other services rendered to the Company.

FEES 2008 2007

Audit Fees (1) $ 170,000 $ 140,000
Audit-Related Fees (2) $ 35,000 $ 2,000
Tax Fees (3) $ 37,000 $ 35,000
All Other Fees (4) $ 18,000 $ 27,000

(1) Audit fees include professional services in connection with the audit of the Company s consolidated financial statements, review of
consolidated financial statements included in the Company s quarterly reports and services normally provided in connection with statutory
and regulatory filings or engagements.

(2) Audit-related fees represent fees for professional services such as the audit of the Company s salary deferral plan, merger related services
and technical accounting, consulting and research.

(3) Tax service fees consist of compliance fees for the preparation of original and amended tax returns and tax payment-planning services. Tax
service fees also include fees relating to other tax advice, tax consulting and planning other than for tax compliance and preparation.

(4) All other fees, consisted primarily of consulting services for the Company s strategic plan.

The Audit/Compliance Committee has determined that the provision of services, in addition to audit services, rendered by Perry-Smith LLP and
the fees paid therefor in fiscal years 2008 and 2007 were compatible with maintaining Perry-Smith LLP s independence.

The Audit Committee pre-approves all auditing services and permitted non-audit services (including the fees and terms thereof) to be performed
for the Company by its independent registered public accounting firm, subject to the de minimus exceptions for non-audit services described in
Section 10A(i)(1)(B) of the Exchange Act which are approved by the Audit Committee prior to the completion of the audit.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR RATIFICATION OF THE SELECTION OF PERRY-SMITH LLP
AS THE COMPANY S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM. APPROVAL OF THE PROPOSAL
REQUIRES THE AFFIRMATIVE VOTE OF A MAJORITY OF THE SHARES REPRESENTED AND VOTING AT THE
MEETING.

PROPOSAL 3

NON-BINDING ADVISORY RESOLUTION APPROVING EXECUTIVE COMPENSATION
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As a result of the Company s participation in the Capital Purchase Program, the ARRA requires the Company to submit to the shareholders a
non-binding vote on the compensation of the Company s named executive officers, as described in the Compensation Discussion and Analysis,
the tabular disclosure regarding named executive officer compensation, and the accompanying narrative disclosure in this proxy statement.

This proposal, commonly known as a say-on-pay proposal, gives the Company s shareholders the opportunity to endorse or not endorse the
Company s executive pay program and policies through the following resolution:

Resolved, that the shareholders approve the compensation of the named executive officers, as disclosed in the Compensation Discussion and
Analysis, the compensation tables, and related material in this proxy statement.
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This vote shall not be binding on the board of directors and will not be construed as overruling a decision by the board nor create or imply any
additional fiduciary duty by the board. However, the Executive/Directors Resources Committee will take into account the outcome of the vote
when considering future executive compensation arrangements.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR ADOPTION OF THE NON-BINDING ADVISORY RESOLUTION
APPROVING EXECUTIVE COMPENSATION. APPROVAL OF THE PROPOSAL REQUIRES THE AFFIRMATIVE VOTE OF A
MAJORITY OF THE SHARES CAST AT THE MEETING. ON THIS MATTER, ABSTENTIONS WILL HAVE NO EFFECT ON
THE VOTING.

SHAREHOLDER PROPOSALS

The 2010 Annual Meeting of Shareholders of the Company will be held on May 19, 2010. December 9, 2009 is the date by which shareholder
proposals intended to be presented at the 2010 Annual Meeting must be received by management of the Company at its principal executive
office for inclusion in the Company s 2010 proxy statement and form of proxy relating to that meeting under SEC rules. Submission of a
proposal does not guarantee that it will be included. Notice of any business item proposed to be brought before an annual meeting by a
shareholder under the Company s By-Laws must be received by the Company not less than ten days or more than 60 days before the annual
meeting. If the Company s 2010 Annual Meeting of Shareholders is held on schedule, the Company must receive notice of any proposed
business item no earlier than March 19, 2010, and no later than May 9, 2010. If the Company does not receive timely notice, the Company s
bylaws preclude consideration of the business item at the annual meeting.
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OTHER MATTERS

The Board of Directors is not aware of any other matters to come before the Annual Meeting. If any other matter not mentioned in this proxy
statement is brought before the Annual Meeting, the persons named in the enclosed form of proxy will have discretionary authority to vote all
proxies with respect thereto and in accordance with their judgment.

Dated: April 8, 2009 For the Board of Directors
Fresno, California

Daniel N. Cunningham
Chairman of the Board
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Appendix A

Central Valley Community Bancorp

Executive/Directors Resources Committee Charter

Purpose of the Compensation Committee

The purpose of the Executive/Directors Resources Committee (the Compensation Committee ) of the Board of Directors (the Board ) of Central
Valley Community Bancorp (the Company ) is to discharge the Board s responsibilities relating to evaluation and compensation of the Company s
executives and to produce an annual report on executive compensation for inclusion in the Company s proxy statement, in accordance with the

rules and regulations of the Securities and Exchange Commission (the SEC ).

Committee Membership

The Compensation Committee shall be comprised of at least three members, all of whom shall be independent directors, 1i.e. those directors who
neither are officers or employees of the Company or its subsidiaries (and have not been officers or employees of the Company or its subsidiaries
within the previous three years) nor have a relationship which, in the opinion of the Board, would interfere with the exercise of independent
judgment in carrying out the responsibilities of a director, and who are otherwise independent under the rules of the NASDAQ Stock

Market, Inc. and applicable SEC rules and regulations. Members shall be appointed by the Board and shall serve at the pleasure of the Board

and for such term or terms as the Board may determine.

Committee Structure and Operations

The Board shall designate one member of the Compensation Committee as its chairperson (the Chairman ). The Compensation Committee shall
meet at least once a year at a time and place determined by the Chairman, with further meetings to occur when deemed necessary or desirable by
the Compensation Committee or the Chairman.

The Compensation Committee may invite members of management, such as the Company s Chief Executive Officer ( CEO ) to attend its
meetings. The CEO, however, shall not be present when the Compensation Committee finalizes its deliberations and makes decisions regarding
the compensation of the CEO.

Committee Duties and Responsibilities
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The following are the duties and responsibilities of the Compensation Committee:
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In consultation with senior management, establish the Company s general compensation philosophy, and oversee the development
and implementation of compensation programs in a manner consistent with the best interests of the Company and its shareholders.
Review and approve corporate goals and objectives relevant to the compensation of the CEO, evaluate the performance of the CEO

in light of those goals and objectives, and recommend for approval by the independent directors of the Board the CEO s compensation
level based on this evaluation. In arriving at its recommendation regarding the long-term incentive component of CEO compensation,
the Compensation Committee shall consider the Company s performance against its peer group competitors; the value of similar
incentive awards to CEOs at comparable companies; the awards given to the CEO in past years, and any other factors which the
Compensation Committee, in its discretion, may consider appropriate.

Review and approve the compensation of all other officers of the Company as defined in Section 16 of the Securities Exchange Act
of 1934, as amended and Rule 16a-1 promulgated thereunder (the Section 16 Officers ), and report compensation arrangements with
respect to such officers to the Board of Directors.

Make recommendations to the Board with respect to the Company s incentive compensation plans and equity-based plans, including
qualified and non-qualified stock option plans and other short-term and long-term incentive plans applicable to the Company s
executive officers, including but not limited to the Company s 401(k) and profit sharing plans, SERP, BOLI plans and other executive
compensation plans, and discharge any responsibilities imposed on the Compensation Committee by any of these plans.

In consultation with management, oversee regulatory compliance with respect to compensation matters, including establishing
performance goals and certifying that performance goals have been attained for purposes of Section 162(m) of the Internal Revenue
Code.

Review and report to the Board any severance or similar termination arrangements made with respect to any current or former

Section 16 Officer.

With the assistance of the Company s staff and outside consultants, periodically review the amount and composition of director
compensation and make recommendations to the Board as needed. Director compensation should be consistent with market practices.
Prepare and issue the evaluations and reports required under Committee Reports below.

Review and discuss the Compensation Discussion and Analysis (the CD&A ) required to be included in the Company s proxy
statement with management (and, based on such review and discussion, determine whether or not to recommend to the Board that the
CD&A be so included).

OTHER MATTERS

64



Edgar Filing: MACKINAC FINANCIAL CORP /MI/ - Form 10-K

10. In accordance with the requirements related to the TARP Capital Purchase Program, the Compensation Committee will meet no less
frequently than is required and will establish compensation and incentive plans that are consistent with the Treasury under the
applicable TARP guidelines and any other federal law to review compensation of senior management, and to ensure that such
compensation is not structured in any way that would encourage the senior management to take excessive risks in light of their job
responsibilities. This requirement will continue for the period the United States holds any equity or debt securities of the Company
acquired through the TARP Capital Purchase Program.

11. Any other duties or responsibilities expressly delegated to the Compensation Committee by the Board from time to time relating to
the Company s compensation programs.

Committee Reports

The Compensation Committee shall produce the following reports and provide them to the Board.

1.  An Annual Report of the Compensation Committee on Executive Compensation for inclusion in the Company s annual proxy
statement in accordance with applicable SEC rules and regulations.

2. A summary of the actions taken at each Compensation Committee meeting, which shall be presented to the Board at the next Board
meeting.

Resources and Authority of the Compensation Committee

The Compensation Committee shall have the resources and authority appropriate to discharge its duties and responsibilities, including

the authority to select, retain, terminate, and approve the fees and other retention terms of special counsel or other experts or

consultants, as it deems appropriate, without seeking approval of the Board or management. With respect to compensation consultants

retained to assist in the evaluation of director, CEO or executive officer compensation, this authority shall be vested solely in the
Compensation Committee.
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Using a black ink pen, mark your votes with an X as shown in this example. Please do not write outside the designated areas. X

Annual Meeting Proxy Card

PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED
ENVELOPE.

A Proposals The Board of Directors recommends a vote FOR all the nominees listed and FOR Proposals 2 and 3.

1. Election of For Withhold For Withhold For Withhold

Directors:

01 - Sidney B. o o 02 - Daniel N. Cunningham o o 03 - Edwin S. Darden o o

Cox Jr.

04 - Daniel J. 0 o 05 - Steven D. McDonald 0 o 06 - Louis McMurray o 0

Doyle

07 - Joseph B. o o 08 - William S. Smittcamp o o

Weirick

For Against Abstain

2. To approve the proposal to ratify the appointment of 0 o o

Perry-Smith LLP as the independent registered public
accounting firm for the Company s 2009 Fiscal year.

3. To adopt a non-binding advisory resolution approving o o o
executive compensation.

4. In their discretion, the proxy holders are authorized to vote upon such other business as may properly come before the
meeting.

B Non-Voting Items
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Change of Address Please print new address below. Meeting Attendance
Mark box to the right

if you plan to attend
the Annual Meeting.

C Authorized Signatures This section must be completed for your vote to be counted. Date and Sign Below

Please date and sign exactly as your name(s) appears. When signing as attorney, executor, administrator, trustee, or guardian, please give full
title as such. If more than one trustee, all should sign. All joint owners should sign.

Date (mm/dd/yyyy) Please print date below. Signature 1 Please keep signature within the Signature 2 Please keep signature within the
box. box.
/ /
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PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED
ENVELOPE.

Proxy CENTRAL VALLEY COMMUNITY BANCORP

PROXY FOR THE ANNUAL MEETING OF SHAREHOLDERS TO BE HELD MAY 20, 2009

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned holder of Common Stock acknowledges receipt of a copy of the Notice of Annual Meeting of Shareholders of Central Valley
Community Bancorp, and the accompanying Proxy Statement dated April 8, 2009, and revoking any Proxy heretofore given, hereby constitutes
and appoints Daniel J. Doyle and Steven D. McDonald, and each of them, with full power of substitution, as attorneys and Proxies to appear and
vote all of the shares of Common Stock of Central Valley Community Bancorp, a California corporation, standing in the name of the
undersigned which the undersigned could vote if personally present and acting at the Annual Meeting of Shareholders of Central Valley
Community Bancorp, to be held at the offices of Central Valley Community Bancorp, 7100 N. Financial Drive, Suite 101, Fresno, California
93720 on Wednesday, May 20, 2009 at 6:00 p.m. or at any adjournments thereof, upon the following items as set forth in the Notice of Meeting
and Proxy Statement and to vote according to their discretion on all other matters which may be properly presented for action at the meeting or
any adjournments thereof. The above-named proxy holders are hereby granted discretionary authority to cumulate votes represented by the
shares covered by this Proxy in the election of directors.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF DIRECTORS NOMINATED BY THE BOARD
OF DIRECTORS AND FOR PROPOSALS NO. 2 AND 3. THE PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS
DIRECTED. IF NO DIRECTION IS MADE, IT WILL BE VOTED FOR THE ELECTION OF DIRECTORS NOMINATED BY THE
BOARD OF DIRECTORS AND FOR PROPOSALS NO. 2 AND 3.

THIS PROXY IS SOLICITED BY, AND ON BEHALF OF, THE BOARD OF DIRECTORS AND MAY BE REVOKED PRIOR TO
ITS EXERCISE.

WHETHER OR NOT YOU PLAN TO ATTEND THIS MEETING, PLEASE SIGN AND RETURN THIS PROXY AS PROMPTLY AS
POSSIBLE IN THE ENCLOSED PRE-PAID ENVELOPE.
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