PEOPLES FINANCIAL CORPORATION

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
NOTICE ISGIVEN that, pursuant to acall of its Directors, the Annual Meeting of Shareholders of Peoples
Financial Corporation (the"Company") will be held in The Swetman Building at The Peoples Bank, Suite 204,
727 Howard Avenue, Biloxi, Mississippi, 39530, on April 24, 2019, at 6:30 P.M., local time, for the purpose
of considering and voting upon the following matters;

1. Election of six (6) Directors to hold office for aterm of one (I) year, or until their successors are
elected and shall have qualified.

2. Ratification of the appointment of Porter Keadle Moore, LLC, asthe independent registered public
accounting firm for the Company.

3. Advisory (non-binding) proposal to approve compensation of the named executive officersas set forth
under the heading “ Compensation of Directors and Executive Officers.”

4, Advisory (non-binding) resol ution that, with regard to frequency of anon-binding shareholder voteto

approve the compensation of the named executive officers of the Company, such non-binding
shareholder vote will occur every 1, 2 or 3 years.

5. Transaction of such other business as may properly come before the meeting or any adjournments
thereof.

Only those sharehol ders of record at the close of business on February 15, 2019, will be entitled to notice of,
and to vote at, the meeting or any adjournments thereof.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of
Shar eholdersto be Held on April 24, 2019

Pursuant to rules promulgated by the Securities and Exchange Commission (the “ SEC”), we are providing
accessto our proxy materials both by sending you thisfull set of proxy materials, including anotice of annua
meeting, form of Proxy and 2018 Annual Report to Shareholders, and by notifying you of the avail ability of
our proxy materials onthe Internet. The noticeof annual meeting, proxy statement, theform of Proxy and
the 2018 Annual Report to Shareholders are available at the following website addr ess:
https:.//www.shar eholder accountingsoftwar e.com/tspweb/peoples/pxsignon.asp. Inaccordancewiththe
SEC rules, the materials on the site are searchabl e, readabl e and printable and the site does not have “ cookies”
or other tracking devices which identify visitors.

WHETHER OR NOT YOU EXPECT TO BE PRESENT AT THE MEETING, PLEASE DATE, SIGN
AND RETURN PROMPTLY THE ACCOMPANYING PROXY. IF YOU DO ATTEND THE
MEETING, YOU MAY REVOKE YOUR PROXY AND VOTE IN PERSON. THE PROXY ALSO
MAY BE REVOKED AT ANY TIMEPRIOR TO ITSEXERCISEBY WRITTENNOTICETO THE
SECRETARY OF THE COMPANY ORBY EXECUTION OF A SUBSEQUENTLY DATED PROXY.

By Order of the Board of Directors

Chevis C. Swetman
March 19, 2019 Chairman, President and Chief Executive Officer



PROXY STATEMENT FOR ANNUAL MEETING OF SHAREHOLDERS

|. General

This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of Peoples
Financial Corporation (the "Company") of Proxies for the Annual Meeting of Shareholders (the "Annual
Meeting") to be held in The Swetman Building at The Peoples Bank, Suite 204, 727 Howard Avenue, Biloxi,
Mississippi, 39530, on April 24, 2019, at 6:30 P.M., local time, and any adjournment thereof, for the purposes
stated in the foregoing Notice of Annual Meeting of Shareholders. The mailing address of the principal
executive offices of the Company is P.O. Box 529, Biloxi, Mississippi 39533-0529. The notice of annual
meeting, Proxy Statement, form of Proxy and 2018 Annua Report to Shareholders will be mailed to
shareholders of record on or about March 19, 2019.

Shareholders of record of the Company's Common Stock (the"Common Stock™), at the close of business on
February 15, 2019 (the "Record Date"), are entitled to receive notice of and to vote at the Annual Meseting or
any adjournmentsthereof. On the Record Date, the Company had outstanding 4,943,186 sharesentitled to vote
at the Annual Meeting. A majority of the outstanding shares constitutes a quorum. Except in the election of
directors, each share of Common Stock entitles the holder thereof to one vote on each matter presented at the
Annual Meeting for shareholder approval . Action on amatter isapprovedif thevotes cast in favor of the action
exceed the votes cast opposing the action. Abstentions, which include broker non-votes, are counted for
purposes of determining a guorum, but are otherwise not counted.

Any person giving a Proxy has the right to revoke it at any time before it is exercised. A shareholder may
revoke hisor her Proxy (1) by revoking it in person at the Annual Meeting, (2) by written notification to the
Secretary of the Company which isreceived prior to the exercise of the Proxy, or (3) by a subsequent Proxy
presented to the Company prior to the exercise of the Proxy. All properly executed Proxies, if not revoked, will
be voted as directed. If the shareholder does not direct to the contrary, the shares will be voted "FOR" the
nomineeslistedinlitem 1, "FOR" Items 2, 3and 5 and “ 3 years” for Item 4 described in the Notice of Annual
Meeting of Shareholders. Solicitation of Proxieswill be primarily by mail. Officers, directors, and employees
of The Peoples Bank (hereinafter referred to asthe "Bank™) also may solicit Proxies personally. The Company
will reimburse brokers and other persons holding sharesin their names, or in the names of nominees, for the
expense of transmitting Proxy materials. The cost of soliciting Proxies will be borne by the Company.

TheBoard of Directorsis not aware of any matters other than as set forth herein which arelikely to be brought
before the meeting. If other matters do come before the meeting, the person named in the accompanying Proxy
or hissubstitute will vote the shares represented by such Proxiesin accordance with the recommendations of
the Board of Directors.

I1. Management Proposals

Item 1: Election of Directors

Thefollowing nominees have been designated by the Nominating Committee and are proposed by the Board of
Directorsfor election at the Annual Meeting. The shares represented by properly executed Proxieswill, unless
authority to vote iswithheld, be voted in favor of these persons. In the el ection of directors, each shareholder
may vote his shares cumulatively by multiplying the number of sharesheisentitled to vote by the number of
directorsto be elected. This product shall be the number of votesthe shareholder may cast for one nomineeor
by distributing this number of votes among any number of nominees. |f ashareholder withholds authority for




one or more nominees and does not direct otherwise, the total number of votesthat the shareholder isentitled
to cast will bedistributed equally among the remai ning nomi nees. Should any of these nomineesbe unableto
accept the nomination, the shares voted in favor of the nominee will be voted for such other persons as the
Board of Directors shall nominate. Each director is elected to hold office until the next Annual Meeting of
Shareholders and until his successor is elected and qualified.

The persons who will be elected to the Board of Directors will be the six nominees receiving the largest
number of votes.

A majority of the persons nominated are independent as defined in the OTCQX listing standards. No family
relationship exists between any director, executive officer or person nominated to become a director of the
Company.

None of the persons nominated held directorship at any time during the past five years at any public company,
with the exception of the Company, or registered investment company.

Drew Allen

Mr. Allen, age 67, has served as an independent director of the Company since 1996 and of the Bank since
1993. He earned his Bachelor of Science degree with an emphasis in Marketing from Mississippi State
University. Mr. AllenisPresident of Allen Beverages, Inc., abeverage distributor headquartered in Gulfport,
MS. He holds numerous |eadership positionsin professional, civic and charitable organi zations on both a
local and statelevel and hasreceived regional and local recognition for hisservice. The Company believesthat
Mr. Allen’ squalificationsto serve on the Board include his executive | eadership and management experience.

Rex E. Kelly

Mr. Kelly, age 71, has served as an independent director of the Company since 2002 and of the Bank since
1996. Until hisretirement in 2005, he was the Director of Corporate Communications of Mississippi Power
Company, asubsidiary of The Southern Company, Gulfport, MS. Mr. Kelly earned his Bachelor of Science
degree in American Studies from the University of Southern Mississippi and has held |eadership positionsin
professional, civic and community organizations and has received national and regional recognition for
outstanding leadership. Heis currently a consultant in the area of strategic communications/corporate and
public relations. The Company believes that Mr. Kelly's qualifications to serve on the Board include his
corporate strategy, communications and organizational acumen.

Dan Magruder

Mr. Magruder, age 71, has served as an independent director of the Company since 2000 and of the Bank since
1993 and has also served as Vice Chairman of the Company board since 2003. Mr. Magruder earned his
Bachel or of Engineering degreefrom Vanderbilt University. During hisserviceinthe U.S. Navy, he attended
the Navy Nuclear Power School, Nuclear Submarine Prototype School and Submarine School. Subsequently,
Mr. Magruder assumed executive positions with several organizations before joining Rex Distributing Co.,
Inc., a beverage distributor headquartered in Gulfport, MS, as president in 1987. He retired from Rex
Distributing Co., Inc. in 2016. Mr. Magruder has provided | eadership to avariety of professional, civic and
charitable organizations. The Company believes that Mr. Magruder’s qualifications to serve on the Board
include his executive leadership and management experience.



Jeffrey H. O’Keefe

Mr. O’ Keefe, age 62, has served as an independent director of the Company since 2011 and of the Bank since
1986. Mr. O'Keefe earned his Bachelor of Science in Business Administration from the University of
Southern Mississippi. He hasbeen with Bradford-O’ Keefe Funeral Homes, Inc. since 1970 and served asits
President and Chief Executive Officer from 1983 until 2017, at which time hewas named Chairman. During
his career, he has held | eadership positions with anumber of professional, community and civic organizations.
The Company believes that Mr. O'Keefe's qualifications to serve on the Board include his executive
leadership and management experience.

George J. Sliman, 111

Mr. Sliman, age 59, has served as an independent director of the Bank since 2018. He graduated from
Springhill College and earned a Master of Business Administration degree from the Wharton School of
Business at the University of Pennsylvania. He was employed for severa years with an international
accounting firm and isaretired Certified Public Accountant. Mr. Sliman is currently Director and President of
SunStates Holdings, Inc., a privately-held real estate investment company as well as general partner and
managing member of several privately-held investment entities. He has held numerous|eadership positions
with community and civic organizations. The Company believesthat Mr. Sliman’ squalificationsto serveon
the Board include his executive leadership, management and financial experience.

Chevis C. Swetman

Mr. Swetman, age 70, has served asadirector of the Company since 1984 and of the Bank since 1975. He has
served as Chairman of the Company since 1994. Mr. Swetman is President and Chief Executive Officer of the
Company and the Bank and has been employed with the Bank since 1971. He earned aBachel or of Sciencein
Finance degree and aMaster of Business Administration degree from the University of Southern Mississippi.
In addition to hisrolewith the Company, Mr. Swetman has been recognized numeroustimesfor hisleadership
in professional, civic and community organizations. The Company believesthat Mr. Siwetman's qualifications
to serve on the Board encompasses his 48 years of experiencein banking, including serving as Chairman for
more than 20 years.

Item 2: Appointment of I ndependent Registered Public Accounting Firm

Porter Keadle Moore, LLC, of Atlanta, Georgia, has served as the independent registered public accounting
firm for the Company since 2006 and the Board of Directors has appointed the firm as auditorsfor thefiscal
year ending December 31, 2019.

The Company has been advised that neither the firm nor any of its partners has any direct or any material
indirect financial interest in the securities of the Company or any of its subsidiaries, except as auditors and
consultants on accounting procedures. The Board does not anticipate that representatives of Porter Keadle
Moore, LLC, will attend the Annual Meeting.

Although not required to do so, the Board of Directors has chosen to submit its appointment of Porter Keadle
Moore, LLC, for ratification by the Company's shareholders. It is the intention of the person named in the
Proxy to vote such Proxy "FOR" the ratification of thisappointment. If this proposal does not pass, the Board
of Directors will reconsider the matter.

The Board of Directors unanimously recommends that shareholders vote “FOR” this appointment of Porter
Keadle Moore, LLC.



Item 3: Advisory Vote on Compensation of Executive Officers

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the“ Dodd-Frank Act™) and regulations
promulgated thereunder require the Company to conduct a separate shareholder vote to approve the
compensation of named executive officers, as disclosed pursuant to the compensation disclosure rules of the
Securities and Exchange Commission. The Dodd-Frank Act further providesthat this shareholder vote shall
not be binding on the issuer or board of directors of an issuer, and may not be construed: 1) as overruling a
decision by such board of directors; 2) to create or imply any change to the fiduciary duties of such issuer or
board of directors; or 3) to create or imply any additional fiduciary dutiesfor such issuer or board of directors.
The above-referenced provisions give you as a sharehol der the right to endorse or not endorse our executive
compensation through the following resol ution:

“Resolved, that the sharehol ders approve the compensation of the named executive officers of the Company as
set forth under the heading “ Compensation of Executive Officers and Directors’ in Section VI in the 2019
Proxy Statement, including the compensation discussion and analysis, the compensation tables and related
material.”

Because your voteisadvisory, it will not be binding on the Company or the Board of Directors. However, the
Compensation Committee will take into account the voting results when considering future executive
compensation arrangements.

The Board of Directors unanimously recommends that shareholders vote “ FOR” approval of the resolution.

Item 4: Advisory Vote on Frequency of Non-Binding Shareholder Voteto Approve Compensation of
Executive Officers

As discussed above, the Dodd-Frank Act and regulations promulgated thereunder require the Company to
conduct a separate shareholder vote to approve compensation of named executive officers, as disclosed
pursuant to the compensation disclosure rules of the SEC. The Dodd-Frank Act further provides that this
shareholder vote shall occur every 1, 2 or 3years. Shareholdersare entitled to cast an advisory (non-binding)
vote to reflect the desired frequency of such vote as being every 1, 2 or 3 years.

The above-referenced provisions give you as a shareholder the right to vote on the frequency of future non-
binding shareholder votes to approve executive compensation.

The proxy card attached to this Proxy Statement includes four choiceswith regard to the desired frequency of
the sharehol der vote to approve executive compensation: The proxy card providesyou with the ability tovote
for one of the following: 1 year; 2 years; 3 years; or Abstain. As discussed below, it is the Board's
recommendation that the frequency of the vote be held once every three (3) years. However, you are not being
asked to approve or disapprove the Board’ s recommendation.

Because your voteisadvisory, it will not be binding on the Company or the Board. However, the Board will
take into account the voting results when scheduling future shareholder votes on executive compensation.

The Board of Directors unanimously recommends that shareholders votefor holding the required non-binding
shareholder vote to approve executive compensation once every 3 years.



[11. Corporate Gover nance

General

The Company has a long-standing commitment to strong corporate governance practices. The practices
provide an important framework within which our Board of Directors and Management can pursue the
strategic objectives of the Company and ensure long-term vitality for the benefit of our shareholders. The
cornerstone of our practices is an independent and qualified board of directors. All directors are elected
annually by the shareholders, and the membership of al board committees are composed entirely of
independent directors. The Company’ s Code of Conduct, which is posted on itswebsite, www.thepeoples.com,
appliesto al directors, officers and employees.

Board Independence

Messrs. Allen, Kelly, Magruder and O’ Keefe are independent as defined by OTCQX listing standards. Mr.
Sliman, who is not currently a director but is being nominated for election to the board of directors, isalso
independent as defined by OTCQX listing standards.

Board Composition

The Company’ s Nominating Committee Charter definesthe processand criteriafor selecting individualsto be
nominated for election to the Board of Directors. It isthe Company’sintention that all nominees, including
those recommended by shareholders, be considered using this same process and criteria.

In accordance with the by-laws of the Company, the Nominating Committee determines, subject to the
Company’ shy-laws, the size of the Board and devel ops a slate of nomineesto stand for election at the annual
meeting of shareholders. In developing the slate, the Nominating Committee considersthe qualifications set
forth in its Charter. Minutes of all Nominating Committee meetings are maintained. The Nominating
Committee reports its recommendations regarding the slate of nominees to the Board of Directors for their
ratification. Oncethe slateisratified, the Board of Directorsinstructs the President of the Company to take
such actions asare required to distribute proxy materialsto the shareholdersin accordance with the Company’s
by-laws and applicable regulatory requirements.

Further, it isthe Company’ sintention that the minimum qualificationsfor nominees be thoseindividualswho
have an understanding of the Company’ srolein thelocal economy and who have demonstrated integrity and
good business judgment. The Committee is encouraged to consider geographic and demographic diversity
among candidates with financial, regulatory and/or busi ness experience, but not so asto compromisethe goal
of attracting the most qualified individual candidates.

Director Nomination

Since the Company was founded in 1984, there has never been a conflict or dispute regarding director
nominations. Accordingly, the Company does not feel that it is necessary at this time to provide a process
whereby nominations may be made directly to the Nominating Committee, and this committee does not havea
policy for considering candidates recommended by shareholders. However, in accordance withthe Company’s
by-laws, shareholders may make nominationsfor el ection to the Board by delivering written nominationsto the
Company’ s President not less than 14 days or not more than 50 days prior to the meeting whentheelectionis
tobeheld. If the Company doesnot give at least 21 days' notice of the meeting, shareholdersare allowed to
make nominations by mailing or delivering sameto the President not |ater than the close of business on the
seventh day foll owing the day on which the notice of meeting ismailed. The Company welcomes nominations
from its shareholders; however, nominations not made in accordancewith the by-laws may be disregarded by



the Chairman of the meeting. The Company has never received nominations from shareholders.

Shareholder nominations shall include 1) the name, age, business address and residence address of the
nominee, 2) the principal occupation or employment of the nominee, 3) the number of shares of the Company’s
common stock which are beneficially owned by the nominee, 4) written consent from the potential nominee,
and 5) other information relating to the nominee that may be required under federal law and regulations
governing such interests. The written notice shall also include the 1) name and address of the sharehol der
making the nomination, and 2) the number of shares of the Company’ s common stock which arebeneficialy
owned by the shareholder making the nomination.

Of the six directors recommended for el ection at the 2019 Annual Meeting, all nominees except for George J.
Sliman, |11, were elected as directors at our 2018 Annual Meeting.

Board Attendance

There were nine meetings of the Board of Directors of the Company held during 2018. All directorsexcept for
Dan Magruder attended 75% or more of the total number of meetings of the Board of Directors and thetotal
number of meetings held by the committees on whichthey served. The Board of Directors, at itsdiscretion,
meets on a periodic basis in executive session with only non-employee directors in attendance.

The Company does not have a written policy that members of the Board of Directors attend the Annual
Meeting of Shareholders, but they are encouraged to do so. Four of the directors of the Company werein
attendance at the 2018 Annual Meeting.

Board L eadership

The Chairman leads the Board of Directors and oversees board meetings and the delivery of information
necessary for the Board of Directors' informed decision-making. The Chairman also serves asthe principal
liai son between the Board of Directors and our Management. The Board of Directors determines whether the
role of the Chairman and the Chief Executive Officer should be separated or combined based on itsjudgment
astothe structure that best servestheinterests of the Company. Currently, the Board of Directors believesthat
the positions of Chairman and Chief Executive Officer should be held by the same person as this combination
has served and is serving the Company well by providing unified leadership and direction. TheVice Chairman
of the Board of Directorsisdesignated as thelead independent director and calls and presides over executive
sessions of the Board of Directors.

Board Committees
The Company hasthe following standing committees: an Audit Committee, aCompensation Committeeand a
Nominating Committee.

The Company’ s Audit Committeeis currently composed of independent directors Drew Allen, Rex E. Kelly,
Dan Magruder and Jeffrey H. O’ Keefe. The Company’ sBoard of Directors hasdetermined that Drew Allenis
an audit committeefinancial expert asthat termisdefined in pertinent SEC regulations. The Board based its
determination on the experience of Mr. Allen asthe chief executive officer of hiscompany in analyzing and
evaluating financial statementsand consulting with hiscompany’ s auditors aswell as hislong tenure on the
Company’ s Audit Committee. Mr. Magruder serves as chairman of the Audit Committee, which met seven
timesduring 2018. The Audit Committee may, from timeto time, call upon certain advisorsor consultants as
it deems necessary. The Audit Committee acts pursuant to its Audit Committee Charter. The Audit
Committee submits its report to the shareholdersin Section X below. The Audit Committee's Charter is



available for review on the Company’ s website at www.thepeoples.com.

The Compensation Committee' sprimary responsibility isto aid the Board of Directorsin discharging itsduties
by recommending to the full Board the compensation of the Company’s Chief Executive Officer and other
named executive officers of the Company. The Chief Executive Officer may attend meetings of the
Compensation Committee to discuss executive performance and compensation. The Executive Vice-President
attends each meeting of the Compensation Committee and presents his insights and suggestions. The
Executive Vice-President and Chief Financial Officer each provide information and analysis to the
Compensation Committee that is used in determining the named executive officers compensation. The
Compensation Committee has been authorized by the Board of Directorsto engage consultants, experts, and/or
other advisorsthat are knowl edgeabl e regarding compensation practiceswithin thefinancia servicesindustry.
The hiring of such consultantsis at the discretion of the Committee. The Compensation Committee did not
engage any consultantsduring 2018. The Committee, composed of independent directors Drew Allen, Rex E.
Kelly, Dan Magruder and Jeffrey H. O’ Keefe, met three times during 2018 to review the executive officers
performance and consider bonusesfor the preceding year and salariesfor the upcoming year. Mr. Allen serves
as chairman of the Compensation Committee. The Compensation Committee' s Charter isavailablefor review
on the Company’ s website at www.thepeoples.com.

The Company’ s Nominating Committeeis composed of independent directors Drew Allen, Rex E. Kelly, Dan
Magruder and Jeffrey H. O'Keefe. Mr. Kelly serves as chairman of the Nominating Committee. The
Nominating Committee acts pursuant to its Nominating Committee Charter which is available on the
Company’ swebsite at www.thepeoples.com. The Nominating Committee met onetimeduring 2018 and one
time in 2019 to nominate individuals to stand for election as directors of the Company.

Board’s Rolein Risk Management

Risk isanintegral part of the deliberations of the Board of Directors and its committees throughout the year.
The Audit Committee and the Board of Directorsannually review the Company’ srisk assessments, considering
management’s plan for mitigating these risks. The Board receives monthly written reports relating to the
Company’s risk management and meets frequently with the Chief Risk Officer and other members of
Management. The Audit Committee at its discretion meets on aperiodic basiswith managersfrom the Audit,
Compliance, Security, I/T Security and Loan Review Departments.

Shareholder Communication

The Company hasimplemented a sharehol der communi cation process to facilitate communications between
shareholders and the Board of Directors. Any shareholder of the Company who wishesto communicate with
the Board of Directors, a committee of the Board, the independent directors as a group, or any individual
member of the Board, may contact Greg M. Batia, Vice President and Auditor, P. O. Box 1172, Biloxi, MS
39533-1172, or at his e-mail address: gbatia@thepeoples.com. Mr. Batia will compile and submit on a
periodic basis all shareholder correspondenceto the entire Board of Directors, or, if and asdesignated in the
communication, to a committee of the Board, the independent directors as a group or an individual Board
member.




V. Vating Securities and Principal Holders Ther eof

On February 15, 2019, the Company had outstanding 4,943,186 shares of its Common Stock, $1.00 par value,
owned by shareholders. The following is certain information about the shareholders beneficially owning
more than five percent of the outstanding shares of the Company.

Amount of Nature of Percent
Name and Address of Beneficial Owner Beneficial Ownership Beneficial Ownership of Class
Jeffrey L. Gendell 459,484 (6) 9.30%
1 Sound Shore
Suite 304
Greenwich, CT 06830

Peoples Financial Corporation (1)
Employee Stock Ownership Plan

P. O. Box 529

Biloxi, MS 39533

Thomas E. Quave 2 3
P. O. Box 529
Biloxi, MS 39533

A. Tanner Swetman 2 4
P. O. Box 529
Biloxi, MS 39533

Chevis C. Swetman 2 (5
P. O. Box 529
Biloxi, MS 39533

(2) Sharesheld by the Employee Stock Ownership Plan (“ESOP") areallocated to the participants’ account. The participantsretain
voting rights and the trustee of the ESOP, The Asset Management and Trust Services Division of The Peoples Bank, Biloxi,
Mississippi, has dispositive powers.

(2) Participants with shares alocated to their ESOP account have voting rights but no dispositive powers. Participants with shares
allocated to their 401(k) account have voting rights and dispositive powers.

(3) Includes (i) sharesallocated to Mr. Quave' s ESOP account; (ii) sharesallocated to Mr. Quave s401(k) account; (iii) sharesowned
by Mr. Quave swife, of which Mr. Quave has neither voting rights nor dispositive powers; (iv) shares owned by Mr. Quaveand his
wifejointly, of which Mr. Quave shares voting rights and dispositive powers with hiswife; (v) sharesowned by Mr. Quave’ sminor
children, of which Mr. Quave hasvoting rightsand dispositive powersand (vi) sharesowned by trust accountsfor which Mr. Quave' s
wifeistrustee and of which Mr. Quave has neither voting rights nor dispositive powers.

(4) Includes (i) shares allocated to Mr. Swetman’s ESOP account; (ii) sharesallocated to Mr. Swetman’ s401(k) account; (iii) shares
owned by Mr. Swetman and his wife jointly, of which Mr. Swetman shares voting rights and dispositive powers with hiswife; (iv)
sharesowned by Mr. Swetman’ s minor children, of which Mr. Swetman has voting rights and dispositive powers; (v) sharesowned by
Mr. Swetman’ sIRA account, of which Mr. Swetman has voting rights and dispositive powers; (vi) shares owned by theIRA account
of Mr. Swetman's wife, of which Mr. Swetman has neither voting rights nor dispositive powers and (vii) shares owned by aprivate
company, in which Mr. Swetman has a94% ownership interest, of which Mr. Swetman has both voting rightsand dispositive powers.
(5) Includes (i) shares allocated to Mr. Swetman’s ESOP account; (ii) sharesallocated to Mr. Swetman’ s401(k) account; (iii) shares
owned by Mr. Swetman and his wife jointly, of which Mr. Swetman shares voting rights and dispositive powers with hiswife; (iv)
shares owned by Mr. Swetman's |RA account, of which Mr. Swetman has voting rights and dispositive powers; and (v) sharesowned
by the IRA account of Mr. Swetman's wife, of which Mr. Swetman has neither voting rights nor dispositive powers.

(6) According to Amendment No. 2 to Schedule 13G filed with the SEC on February 14, 2019, by Jeffrey L. Gendell, as of December
31, 2018, Jeffrey L. Gendell, through limited liability companies for which he serves as managing member, has shared voting power
and shared dispositive power with respect to 459,484 shares of the Company’s common stock. The forgoing information has been
included solely in reliance upon the disclosures contained in the referenced amended Schedule 13G.
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V. Ownership of Equity Securities by Directorsand Executive Officers

Thetable bel ow setsforth the beneficial ownership of the Company's Common Stock as of February 15, 2019,
by personswho are currently serving as directors, persons nominated for election at the Annual Meetingand all
named executive officers. Also shownistheownership by all directorsand executive officersasagroup. The
persons listed have sole voting and dispositive power as to al shares except as indicated. Percent of
outstanding shares of Common Stock owned is not shown where less than one percent.

Beneficial Owner ship of Equity Securities by Directors and Executive Officers

Amount and Nature Percent of
of Beneficial Ownership Outstanding Shares
of Common Stock of Common Stock
Drew Allen
A. Wes Fulmer D (2
Rex E. Kelly
Dan Magruder (©)]
Jeffrey H. O'Keefe 4
George J. Sliman, 111
Chevis C. Swetman @ B
Lauri A. Wood (1) ()

All directors and executive officers
of the Company

(1) Participants with shares all ocated to their ESOP account have voting rights but no dispositive powers. Participants
with shares allocated to their 401(k) account have voting rights and dispositive powers.

(2) Includes shares alocated to Mr. Fulmer’s ESOP account and shares allocated to Mr. Fulmer’s 401(k) account.
(3) Includes shares owned by alimited liability company of which Mr. Magruder and hiswife arethe only membersand
share voting rights and dispositive powers.

(4) Includes sharesheld by Mr. O’ Keefe’ sminor child of which Mr. O’ Keefeisthe custodian and has voting rightsand
dispositive powers.

(5) See Note (5) at Section 1V.

(6) Includes shares alocated to Miss Wood' s ESOP account.

VI. Compensation of Executive Officersand Directors

Compensation Discussion and Analysis

The Compensation Committee determines the salaries, bonuses and all other compensation of the named
executive officers identified in the Summary Compensation Table on page 16 of this Proxy Statement,
including the Chief Executive Officer. The Committeeisalso charged with ensuring that policiesand practices
arein placeto facilitate the devel opment of the Company’ s management talent, ensure management succession
and enhance the Company’s corporate governance and social responsibility.

A. Guiding Philosophy and Objectives:

The Compensation Committee’s guiding philosophy is to attract and retain highly qualified executives, to
motivate them to maximize long-term shareholder value while balancing both short-term and long-term
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objectives, and to pay for performance. The following objectives serve as guiding principles for all
compensation decisions:

e Providereasonablelevels of total compensation that will enable the Company to attract, retain, and
motivate high caliber executives who are capable of optimizing and maintaining the Company’s
performance for the benefit of its shareholders.

e Maintain executive compensation that is fair and consistent with the Company’s size and the
compensation practices of the financial servicesindustry.

e Provide compensation plans that align with the objective of achieving the mission of being a
community bank offering the highest quality products and services.

o Align performance bonus opportunitieswith long-term sharehol der interests by making the payment of
performance bonuses dependent on the Company’ s performance with respect to Return on Assets
(“ROA™).

e Provide an incentive for personal performance by allocation of discretionary additional bonus
opportunities dependent on the executive’sindividual performance.

B. Responsibility of the Compensation Committee:

The primary responsibility of the Compensation Committee is to aid the Board in discharging its duties by
recommending to thefull Board the compensation of the Company’ s Chief Executive Officer and other named
executive officers of the Company.

C. Role of Executive Officers:

The Chief Executive Officer may attend the meetings of the Compensation Committee to discuss executive
performance and compensation. The Executive Vice-President attends each meeting of the Compensation
Committee and presents his insights and suggestions. The Executive Vice-President and Chief Financia
Officer each provide information and analysisto the Compensation Committeethat isused in determining the
named executive officers’ compensation.

D. Consultants, Experts and/or Other Advisors:

The Compensation Committee has been authorized by the Board of Directorsto engage consultants, experts,
and/or other advisorsthat are knowledgeabl e regarding compensation practices within the financia services
industry. The hiring of such consultantsisat the discretion of the Committee. The Committeedid not engage
any consultantsin 2018.

E. Factors used to Determine Compensation:

The Compensation Committee’s considerations consist of, but are not limited to, analysis of the following
factors: financial performance of the Company, including ROA, return on equity, and management of assets,
liabilities, capital and risk. Additionally, the Compensation Committee usesannual compensation surveysto
comparethe compensation of positionsin similar financial institutions of comparableasset size. Specificaly,
the Bank Administration Institute (“BAI") Bank Cash Compensation Survey, which includes compensation
data obtai ned from banks with assets between $500 million and $1 billion in aregion that includes Alabama,
Arkansas, lowa, Kansas, Kentucky, Louisiana, Minnesota, Mississi ppi, Missouri, Nebraska, North Dakota,
Ohio, Oklahoma, South Dakota and Tennessee and the Mississippi Bankers Association (“MBA™) Salary
Survey, which includes compensation data obtained from banks in Mississippi with assets between $500
million and $1 billion, are used asreference material in eval uating the compensation of the named executive
officers; however, the Company does not benchmark compensation to any specific company or companies.
The Company does hot have access to the identity of the specific companies included in these surveys.

In determining total compensation, the Committee also considers the performance of the individual named
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executive officers in areas such as. the scope of responsibility of the executive; leadership within the
Company, the community and the financial services industry; achievement of work goals; and whether the
Company, under the executive' s leadership, has been agood corporate citizen while enhancing sharehol der
value.

All of these factors are considered in the context of the complexity and the difficulty of managing business
risks in the prevailing economic conditions and regulatory environment. The analysis is conducted with
respect to each of the named executive officers, including the Chief Executive Officer.

F. Compensation Components:

The named executive officers’ total compensation package includes several components. The Company
rewards current performance and achievement of short-term goals primarily through salaries and bonuses.
Other deferred compensation elements, including the Executive Supplemental Income Plan and Deferred
Compensation Plan, are designed to meet long-term obj ectivesincluding retaining high-performing executives
and to plan for management succession as well as to reward loyalty.

Salaries

Salaries are the foundation of each named executive officer’ stotal compensation package and are normally the
largest single component. Salary isthe only guaranteed cash payment anamed executive officer receives. The
Company’ sgoal isto provide an assured level of cash compensation in theform of salary to attract and retain
high caliber executives. Job specific knowledge and experience aswell as leadership ability are recognized
with salary.

In establishing the salary of the Chief Executive Officer for 2018, the Committee primarily considered Mr.
Swetman’s performance and the performance of the Company during 2017 and the compensation level s of
chief executive officers of comparablefinancia institutions. In considering the performance of the Company,
the Committee considered the Company’ s ROA, the changein problem assets and asset growth, but utilized no
objective criteria. The Committee utilized asset size peer group compensation data as provided by the MBA
and the BAL.

For other named executive officers, the Committee’ srecommendati on concerning sal arieswas based upon the
compensation levels of executive officers of comparable financia institutions, the performance of the
Company during 2017 and theindividual performance of these named executive officers. The performance of
the Company for purposes of establishing sal arieswas eval uated based on ROA. Individua performancewas
measured using criteriasuch aslevel of job responsibility, achievement of work goal sand management skills.
Among the goal s considered was the reduction of problem assets. The Committee also considered asset size
peer group compensation data as provided by the MBA and BAI for executive officerswith similar dutiesand
responsibilities.

Bonuses

The Compensation Committee awards performance bonuses based upon pre-determined performance
objectivesin accordance with The Peoples Bank Bonus Plan (“ The BonusPlan”). Performance bonusesare
generaly the other cash component paid to named executive officers on an annual basis and may be
determined by The Bonus Plan. The Chief Executive Officer and all other named executive officers are
eligibleto receive abonuswhich is based onthefinancia performance of the Company. The specific formula
and pre-determined goal s under The Bonus Plan were established by the Compensation Committee using the
Company’ sROA. The performance bonus cal culation, which is approved by the Compensation Committee,
allows the named executive officer to earn up to amaximum percentage of their salary on established ROA
targets. The targets and bonus cal culations as a percentage of salary and targets are:
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Base Base+ 1 Base + 2 Base+ 3 Maximum

ROA Target .670% .800% .925% 1.050% 1.175%
Chief Executive 15.000% 18.750% 22.500% 26.250% 30.000%
Officer

Executive Vice- 12.500% 15.630% 18.750% 21.880% 25.000%
President

Other Named 10.000% 12.500% 15.000% 17.500% 20.000%

Executive Officer

The Compensation Committee may, at its discretion, also recommend to the Board that the executive officers
receive an additional bonuswhich isdetermined on asubjective basis. If thisadditional discretionary bonusis
recommended, the Committee documents its actions in the minutes of their committee meetings. No
performance based or discretionary bonuses were awarded to executive officers for 2018 due to the
performance of the Company.

Executive Supplemental Income Plan

The Company maintains an Executive Supplemental Income Plan (“ESI”) which provides executives with
salary continuation benefits upon their retirement, or death benefitsto their named beneficiary in the event of
their death. Executives of the Company and the Bank are sel ected to participate in the plan at the discretion of
the Board of Directors. All named executive officers of the Company have been selected to participatein the
plan. ESI benefitsare based upon position and salary of the named executive officer at retirement, disability or
death. Normal retirement benefits under the plan are equal to 67% of salary for the Chief Executive Officer,
58% of salary for the Executive Vice-President and 50% of salary for the other named executive officer at the
time of normal retirement and are payable monthly over a period of 15 years. The ESl is administered by
Banc Consulting Partners, who also provide guidance to the Company relating to the val uation method and
assumptions.

The ESI was established in 1988, at which time Mr. Swetman became a participant. Miss Wood and Mr.
Fulmer became participants after their date of hire at the discretion of the Board.

Benefits are also available in the event of death, disability or early retirement. Under early retirement
provisions, if separation from service occurs on or after the early retirement date and prior to the normal
retirement date, the Company will pay the named executive officer areduced benefit. The annual benefit set
forth for normal retirement will be reduced by one-half percent (0.5%) for each month or partial month
between separation from service and the normal retirement date. The benefit will be paid monthly over a
period of 15 years. Benefits will commence on the last day of the month following the named executive
officer’ s separation from service. Theearly retirement date means the date the named executive officer attains
at least age 55, has at least 15 years of employment at the Company, and has participated in this plan for a
minimum of fiveyears. Asof December 31, 2018, Miss Wood and Mr. Fulmer arethe only named executive
officerseligibleto receive thisbenefit. The norma retirement date means the date the named executive officer
attains age 65.

If separation from service occurs prior to the early retirement date or prior to the normal retirement date, the
Company will pay the named executive officer his or her executive benefit accrual balance as of his or her
separation from service. The benefit will be paid in a single lump-sum within 60 days of separation from
service.
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If anamed executive officer becomes disabled prior to the normal retirement date, the Company will pay the
named executive officer hisor her annual benefit as defined under normal retirement. The benefit will begin
the last day of the month commencing with the month following the named executive officer’s normal
retirement date and the benefits will be paid monthly over aperiod of 15 years.

If the named executive officer dies prior to early retirement, normal retirement or disability, the named
executive officer’ snamed beneficiary is entitled to full benefitsunder the ESI. If the named executive officer
dies while receiving benefits, the named beneficiary is entitled to the remainder of any unpaid benefits.

Upon achange of control prior to separation from service, the Company will pay the named executive officer
hisor her annual benefit as defined under normal retirement. The benefit will beginthelast day of the month
commencing with the month following the named executive officer’ snormal retirement date, or, for named
executive officerswho have already attai ned their normal retirement date, their separation from service, andthe
benefits will be paid monthly over a period of 15 years.

Each named executive officer’ s agreement under the ESI may beterminated by the Company. Inthe event the
named executive officer’ sagreement under the ESI isterminated, the Company will pay the named executive
officer hisor her executive accrual balance as of the termination of the agreement, or, if achange of control has
occurred, the normal retirement benefit. The benefit will begin on thefirst date all owable under the ESI and
the benefit will be paid over aperiod of 15 years, or, in some special circumstances, paid in one lump sum.

If any amount is required to be included in the income of anamed executive officer dueto afailure of hisor
her ESl agreement to meet the requirements of Section 409A of the Internal Revenue Code, the named
executive officer may petition the plan administrator for adistribution of that portion of his or her executive
benefit accrual that isrequired to beincluded in the named executive officer’ sincome. Upon thegrant of such
apetition, whichwill not be unreasonably withheld, the Company will distributeto the named executive officer
an amount equal to the portion of the executive benefit accrual required to be included in hisor her income,
which amount cannot exceed the named executive officer’ sunpaid executive benefit accrual. Any distribution
will affect and reduce the named executive officer’s benefits to be paid under his or her ESI agreement.

The benefitswill be paid out of the general assets of the Company. The Company has €l ected to purchaselife
insurance contracts, more specifically Bank Owned Life Insurance (“BOLI"), each of which it may useasa
source to fund these future benefits. The Company is the owner and beneficiary of these life insurance
policies, which are ageneral asset of the Company.

Deferred Compensation Plan

The Company maintains a Deferred Compensation Plan for those executives of the Bank holding thetitle of
vice-president, senior vice-president or executive vice-president and approved for participation in the plan by
the Board of Directors. Except for the Chief Executive Officer, all named executive officers participated in
the plan in 2018. The plan provides each named executive officer a fixed benefit upon his or her early
retirement, normal retirement or disability, or adeath benefit to anamed beneficiary in the event of thenamed
executive officer’ sdeath. The benefit under the planis$100,000, payable monthly over a15 year period, upon
the named executive officer’ s early retirement, normal retirement or disability and, in the event of a named
executive officer’s death, the benefits will be paid to his or her beneficiary. Should the named executive
officer separate from service prior to hisor her early retirement, normal retirement, disability or death, he or
sheforfeitsall benefitsunder the plan. In addition, if within threeyearsfollowing hisor her separation from
service, anamed executive officer becomes engaged in the banking busi nesswithin acertain geographic area
around the Company, the named executive officer will forfeit al benefits under the plan.
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The Company has purchased lifeinsurance contracts which it may use as a sourceto fund these future benefits.
The Company is the owner and beneficiary of these life insurance policies, which is a general asset of the
Company.

The Deferred Compensation Plan was established in 1992, at which time Miss Wood became a parti cipant.
Mr. Fulmer became a participant upon his promotion to vice-president of the Bank.

If separation from service occurs prior to a named executive officer’'s normal retirement date, the named
executive officer will be entitled to full benefits provided he or she hasmet the early retirement eligibility. The
early retirement date means the first day of any month coincident with or following the month in which the
named executive officer attainsat least age 55 and has at least 10 years of employment at the Company. The
normal retirement date means the date the named executive officer attainsage 65. Asof December 31, 2018,
Miss Wood and Mr. Fulmer are the only named executive officers eligible to receive benefits under the
Deferred Compensation Plan.

If a named executive officer becomes disabled, he or she is entitled to full benefits under the Deferred
Compensation Plan.

If the named executive officer dies prior to early retirement, normal retirement or disability, the named
executive officer’ snamed beneficiary isentitled to full benefits under the Deferred Compensation Plan. If the
named executive officer dieswhile receiving benefits, the named beneficiary isentitled to the remainder of any
unpaid benefits.

In the event of a change of contral, unless the Deferred Compensation Plan is terminated by the transferee,
purchaser or successor entity within 120 days of the change of control, no named executive officer will be
entitled to adistribution under this plan asaresult of the changein control. If the Deferred Compensation Plan
is terminated within 120 days of a change of control, then each named executive officer will become
immediately eligibleto receivethe present value of hisor her benefits under thisplan. Inaddition, inthe event
the Deferred Compensation Plan is continued but anamed executive officer isinvoluntarily terminated within
180 days of a change of control, the terminated named executive officer will be eligibleto receive hisor her
benefits under thisplan. Such benefitswill be calculated by taking the present value of the benefits provided
and such benefits will be paid in alump sum within 180 days of the change in control.

Split-Dollar Agreement
The Company owns endorsement split-dollar palicies, of which the Bank isthe owner and beneficiary, which
provide a guaranteed death benefit of $150,000 to the Chief Executive Officer’s beneficiaries.

Employee Stock Ownership Plan

The Company maintai ns an Employee Stock Ownership Plan covering all eligible employees of the Company.
The Board determines the total contribution to the Plan, whichis allocated to all participants based on their
compensation.

401(K) Plan

The Company maintainsa401(k) Planin which eligible employees of the Company may chooseto participate.
The Board determines the formulafor the matching contribution to the Plan, which is currently 75% of the
employee's contribution (up to 6% of compensation).

G. Accounting and Tax Treatment:
While the Compensation Committee considers the accounting and tax implications in the design of the
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compensation program, these have not had a significant impact in their decision-making process.

H. Shareholder Approval of Compensation of Named Executive Officers:

At our 2016 annual meeting of shareholders, the Company held its second advisory (non-binding) vote onthe
compensation of the named executive officers. A mgority of our shareholdersvoted in favor of theresolution
approving the 2015 compensation of the named executive officers. The Compensation Committee considered
these shareholders’ votesin determining the 2016 and 2017 compensation of the named executive officers.

Shareholders are provided the opportunity to cast an advisory (non-binding) vote on the compensation of the
named executive officersat the 2019 annual meeting of shareholders. Becausethisvoteisadvisory, it will not
be binding on the Board and will not be construed as overruling any decision made by the Board. The
Compensation Committee and the Board will take into account the outcome of this advisory vote when
considering future executive compensation arrangements, but they are not required todo so.  Shareholderswill
be provided their next opportunity to cast an advisory (non-binding) vote on the compensation of the named
executive officers at the 2022 annual meeting of sharehol ders.

There are no employment contracts with the executive officers.
Summary Compensation Table

The Summary Compensation Table below displaysthetotal compensation awarded to, earned by or paid to the
named executive officers for 2018 and 2017.

All Other
Name and Compensation
Principal Position Y ear Salary Bonus (D Total

Chevis C. Swetman 2018 $ 276,058 $ $ 12375 $ 288433
President and Chief 2017 275,000 12,150 287,150
Executive Officer

A. Wes Fulmer 2018 169,131 7,611 176,742
Executive Vice-President 2017 168,000 7,560 175,560
Lauri A. Wood 2018 142,987 6,785 149,772
Chief Financia Officer 2017 138,769 6,596 145,365

(1) Includes contributions and allocations pursuant to Employee Stock Ownership Plan and 401(k) Plan.
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Estimated Payments from the Executive Supplemental Income Plan

The table below indicates the amount of compensation payable to each named executive officer under the
Executive Supplemental Income Plan, as applicabl e upon different termination events. The amounts shown

assume a termination date of December 31, 2018 and present total amounts for each scenario.

Pre-
Termination Event Early Termination  Early Retirement Disability Change in Control RetDlza::]ent
Benefit
Lump Sum Benefit ~ Annual Benefit Annual Benefit Annual Benefit
Amount Payableat Amount Payable At  Amount Payableat ~ Amount Payable at Annual
Method of Payment (2) Separation From Separation from Normal Retirement  Normal Retirement Benefit
Service Service Age Age
Name and Principal Benefit Based On Based On Based On Based On  Based On
Position Level (1) Vesting Accrual Vesting Benefit Vesting Benefit Vesting  Benefit Benefit
Chevis C. Swetman $ 187,935 $ $ 100% $ 187,935 100% $ 187,935 $ 187,935
President & Chief
Executive Officer
A. Wes Fulmer 100,850 37.12% 64,544 100% 100,850 100% 100,850 100,850
Executive Vice-President
Lauri A. Wood 74,353 0.00% 37,920 100% 74,353 100% 74,353 74,353

Chief Financia Officer

(1) Based on 67%, 58% or 50% of current compensation for the Chief Executive Officer, Executive Vice-President and
other named executive officer, respectively.

(2) Theannual benefit amount will bedistributed in 12 equal monthly installmentsfor 15 yearsto atotal of 180 monthly

payments.
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Estimated Payments from the Deferred Compensation Plan

The table below indicates the amount of compensation payable to each named executive officer under the
Deferred Compensation Plan, as applicable upon different termination events. The amounts shown assumea
termination date of December 31, 2018 and present total amounts for each scenario.

Pre-
Termination Event Early Termination  Early Retirement Disability Change in Control RetDlzae;;rI]qent
Benefit
Tota Benefit Tota Benefit Lump Sum Benefit
Amount Payableat Amount Payableat Amount Payable at Total
Method of Payment (2) Separationfrom  Normal Retirement  Separation From Benefit
Service Age Service
Benefit Based On Based On Based On Based On  Based On
Level (1) Vesting Accruad Vesting Benefit Vesting Benefit Vesting Accrua Benefit
A. Wes Fulmer $ 100,000 $ 100% $ 100,000 100% $ 100,000 100% $ 43,640 $ 100,000
Executive Vice-President
Lauri A. Wood 100,000 100% 100,000 100% 100,000  100% 38,235 100,000

Chief Financia Officer

(1) The benefit isthe total benefit.
(2) Thetotal benefit will bedistributedin 12 equal monthly installmentsfor 15 yearsfor atotal of 180 monthly

payments.

Directors Compensation

During 2018, directors who are employees of the Bank did not receive any compensation for serving on the
Board of the Bank or the Company or on any Board committee. All non-employee directors received an
annual retainer of $3,500. Non-employeedirectors additionally receive $1,000 per board meeting attended and
$300 per committee meeting attended. The chairman of the Audit Committee received $500 per audit
committee meeting attended. The chairman of all other committees received $400 per committee meeting
attended.

The Company offersaDirectors Deferred Income Plan whereby directors of the Company and the Bank are
given an opportunity to defer receipt of their annual director’s fees. For those who choose to participate,
benefits are payable monthly for 10 years beginning on thefirst day of the month following the later of the
director’ snormal retirement age or separation from service. Normal retirement ageis65. The amount of the
benefit will vary depending on the fees the director has deferred and the length of time the fees have been
deferred. Interest on deferred fees accruesat an annual rate of 10%, compounded annually. After payments
have commenced, interest accrues at an annual rate of 7.50%, compounded monthly. In the event of the
director’ s death, benefits are payable to the director’ s named beneficiary. The Company has purchased life
insurance contracts which it may use as a source to fund these future benefits. The Company isthe owner and
beneficiary of these life insurance policies, which are a general asset of the Company.

The Company aso offers an Outside Directors’ Supplemental Income Plan to provide a benefit to its non-
employee directors. The benefit is based upon the age of the Outside Director upon his appointment to the
board. Directors Drew Allen and Dan Magruder are entitled to receive $5,000 annually for 10 years, Director
Rex E. Kelly isentitled to receive $4,000 annually for 10 yearsand Director Jeffrey H. O'Keefeisentitled to
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receive $6,000 annually for 10 years. The benefit ispayable upon thelater of the Outside Director’ sattainment
of age sixty-five or cessation of serviceasadirector. An Outside Director must serve asan Outside Director
until the earlier of hisdeath or 10 consecutive years as an Outside Director to be entitled to any benefit. Inthe
event of the death of the Outside Director, their beneficiary shall receive adeath benefit totaling the remainder
of benefits due the Outside Director. The death benefit will be paid in a single lump sum within 90 days
following the Outside Director’ sdeath. The Company has purchased lifeinsurance contractswhich it may use
as asource to fund these future benefits. The Company isthe owner and beneficiary of theselifeinsurance
policies, which are a general asset of the Company.

Director Compensation Table
The Director Compensation Table below presents information on fees earned or paid to directorsin 2018.

Fees Earned or

Name Paid In Cash

Drew Allen $ 24,800
Rex E. Kelly 23,100
Dan Magruder 22,200
Jeffrey H. O'Keefe 29,800

VI1I. Transactionswith Related Parties

In the ordinary course of business, the Company, through its bank subsidiary, extends loansin the ordinary
course of businessto certain officers and directors and their personal business interests at, in the opinion of
Management, the same termsincluding interest rates and collateral, asthose prevailing at the sametime for
comparable loans of similar credit risk with persons not related to the Company or its subsidiaries. These
loans, which are subject to approval by the Company’ s Board of Directors, do not involve more than normal
risk of collectability and do not include other unfavorable features. Other than these transactions, there were no
material transactions with any such persons during the year ended December 31, 2018.

VI11. Section 16(a) Beneficial Owner ship Reporting Compliance

Directors, executive officers of the Company and holders of more than 10 percent of the Company’s
outstanding shares are required to file reports under Section 16 of the Securities Exchange Act of 1934.
Federal regulations require disclosure of any failuresto filethese reportson atimely basis. Based solely upon
areview of Forms 3, 4 and 5 furnished to the Company, the Company believes that during 2018 its officers,
directors and greater than 10 percent beneficial owners complied with all filing requirements.
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| X. Executive Officers

Thefollowing setsforth certain information with respect to the executive officers of the Company who are not
also directors as of December 31, 2018:

Name (Age) Position

A. Wes Fulmer (59) Executive Vice-President, Peoples Financial Corporation,
since 2006; Director, The Peoples Bank since 2011; Executive
Vice-President, The Peoples Bank, since 2006

Lauri A. Wood (57) Chief Financia Officer and Controller, Peoples Financial
Corporation, since 1994; Senior Vice-President/Cashier, The
Peoples Bank, since 1996

AnnF. Guice (71) First Vice-President, Peoples Financial Corporation, since 2015;
Second Vice-President, Peoples Financia Corporation, 2013 - 2015;
Vice-President and Secretary, Peoples Financial Corporation,
2006 - 2012; Senior Vice-President, The Peoples Bank, since 2006

J. Patrick Wild (56) Second Vice-President, Peoples Financial Corporation, since 2015;
Vice-President and Secretary, Peoples Financial Corporation,
2013 - 2015; Vice-President, Peoples Financial Corporation, 2009 -
2012; Senior Vice-President, The Peoples Bank, since 2008

Evelyn R. Herrington (64) Vice-President and Secretary, Peoples Financial Corporation,
since 2015; Vice-President, Peoples Financial Corporation, 2011 -
2015; Senior Vice-President, The Peoples Bank, since 2011

X. Audit Committee Report

The Board of Directors has established an Audit Committee, whose responsibilities are set forthin the Audit
Committee Charter. All members of the Audit Committee are deemed to be independent, as such termis
defined by OTCQX. The Audit Committee overseesthe operation of the Company’ s Audit Department. The
Audit Committee al so periodically meets with the independent public accountants for the Company and its
subsidiaries and makes recommendations to the Board of Directors concerning any matters related to the
independent public accountants.

The Audit Committee has reviewed and discussed the audited financial statementswith Management. The
Audit Committee has al so discussed with the independent auditors the mattersrequired to be discussed by SAS
61, as amended, as adopted by the Public Company Accounting Oversight Board in Rule 3200T. The Audit
Committee has discussed with the independent auditors the auditors' independence and has received the
written disclosures and the letter from the independent auditors required by applicable requirements of the
Public Company Accounting Oversight Board regarding the independent auditor’ s communication with the
Audit Committee concerning independence. The Audit Committee has considered whether theindependent
auditors’ provision of non-audit services is compatible with maintaining the auditors’ independence.

The Audit Committee has discussed with Management and the independent auditors the process used for
certifications by the Company’s chief executive officer and chief financial officer which are required for
certain periodic filings by the Company with the SEC. The Board of Directors maintainsan Audit Committee
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Charter, which meets the requirements of the Sarbanes-Oxley Act of 2002, and rules promul gated by the SEC.

Based upon the reviews and discussi ons with Management and the independent auditors as referenced above,
the Audit Committee has recommended to the Board of Directorsthat thefinancial statementsbeincludedin
the Annual Report on Form 10-K for the fiscal year ended December 31, 2018 for filing with the SEC.

Thisreport is presented by the Audit Committee, consisting of the following persons:

Dan Magruder, Chairman Drew Allen Rex E. Kelly Jeffrey H. O'Keefe

XI. Independent Accountants Fees

The Company’ s Audit and Non-Audit Service Pre-Approval Policy (the“Policy”) stipulatesthat all services
provided by the independent accountants are subject to specific pre-approval by the Audit Committee. During
2018, the Company was in compliance with this Policy.

The following table sets forth the aggregate fees billed by Porter Keadle Moore, LLC, for the years ended
December 31, 2018 and 2017 for professional servicesrendered for: Audit Fees, Audit-Related Feesand Tax
Fees. Audit Feesincludes aggregate feesbilled for professional servicesrendered by Porter Keadle Moore,
LLC, for the audit of the Company’ sannual consolidated financial statementsfor the years ended December
31, 2018 and 2017, areview of the annual report on Form 10-K and limited reviews of quarterly condensed
consolidated financial statements included in periodic reports filed with the SEC during 2018 and 2017,
including out of pocket expenses. Audit-Related Feesinclude feeshilled for professiona servicesrendered by
Porter Keadle Moore, LLC, during the years ended December 31, 2018 and 2017, which relate to the audit of
the Company’ s empl oyee benefit plans for the years ended December 31, 2017 and 2016. Tax Feesinclude
the aggregate fees billed for tax services rendered by Porter Keadle Moore, LLC, during the years ended
December 31, 2018 and 2017. These services consisted of tax consultation servicesin 2018 and 2017 and tax
compliance in 2017. There were no other fees paid to Porter Keadle Moore, LLC, during 2018 and 2017.

Audit Fees Audit-Related Fees Tax Fees Total Fees
2018 $ 184,550 $ 21,000 $ 652 $ 206,202
2017 177,120 21,000 23,006 221,126

XI1. Proposals of Shareholders

In order for a shareholder proposal to be included in a Proxy Statement and form of Proxy prepared by the
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Board of Directors, it must meet the requirements of Rule 14a-8 of the Securities Exchange Act of 1934 and be
received at the principal executive offices of the Company not less than 120 days in advance of the date the
previousyear’s Proxy Statement and form of Proxy were mailed to shareholders. Thus, ashareholder proposal
must be received before November 20, 2019 in order to beincluded in the Proxy Statement and form of Proxy
for the 2020 annual meeting.

In accordance with the Company’ s by-laws, shareholders may make proposalsfor consideration at the annual
meeting by delivering their written proposal to the Company’ s President not lessthan 14 days or morethan 50
days prior to the 2019 annual meeting. If the Company does not give at least 21 days’ notice of the meeting,
shareholders are alowed to make proposal s by mailing or delivering their proposal to the President not | ater
than the close of business on the seventh day following the day on which the notice of meeting is mailed.

BY ORDER OF THE BOARD OF DIRECTORS

Chevis C. Swetman
Chairman
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