




CARDINAL HNANCIAL CORPORATION

MESSAGE TO THE SHAREHOLDERS

It is my pleasure to provide you with our 2012 Annual

Report reflecting another milestone year for Cardinal

Despite year full of challenging economic conditions

and an uncertain political climate your company

again reported doubledigit growth in assets loans

nonnterestbearing deposits mortgage fee income

and net income The financial markets rewarded

these results with total shareholder return of

54.0% for CFNL stock 2012 which exceeded all

community banks with assets of at least $1 billion

in the Washington DC metro area Guided by

our opeiating philosophy of Aggressive on Sales

Conservative on Risk our results continue to

demonstrate that you can do both and do them well

With strong focus on growth we added seas3ned commercial lenders and mortgage

ankers and we marketed several deposit programs that helped increase the companys

sarket share Total assets increased 6.8% to $3.04 billion at year end 2012 The banks

oans held for investment portfolio now exceeds $1.80 billioran increase of 10.5% year

over year With no past due loans of 30 days or more no real estate owned through

foreclosure and nonperformng assets at only 025% of total assets at yeaeend our

oalance sheet quality remains pristine Our 33% increase in nominterest-bearing deposits

2012 contributed to the year-end deposit total of $2.24 billion Tangible common equity

capital as percentage of total assets was 9.40% at year-end

We reported net income of $45.3 million for the year ended December 31 2012

61 8% increase over the prior years earnings of $28 mill on Both the sustained low

nterest rate environment and competitiveness of the market created net interest margin

compression of 20 basis points as we ended the year at 3.61% However strategic

nitiatives to grow the mortgage banking operations resulted in $27.2 million increase

to non-interest income At year-end our mortgage banking offices totaled 16 located

throuqhout Virginia the District of Columbia and Maryland We effectively employed your

capital into quality asset growth resulting in record highs for both Return on Average

Assets and Return on Average Equity of 1.70% and 16 02% respectively

the buildup to the 20 election there was little indication that either party was

nterested in uniting in efforts to push forward economic reform Pro-election both sides

argued strenuously that each had the solution They proposed refurms that might seem

sensible on the evening news but could serve to create citizenship less able to realize

heir financial goals and hamper institutions such as Cardinal intent on providing true

service and solutions while helping their communities thrive In what has been labeled

the most expensive election in history we begin the next four years with little change

with an incumbent in the White House and divided Congress that has shown little

nteiest in uniting for common sense policies to move our economy forward

We hope to see over the next 12 months true political leadership emerge from the chaos

to lead our country into real recovery And we plan to be partner in that recovery

The crucial role of strong financial services industry cannot be overstated Community

banks are well-positioned to support encounago and nurture consumers and businesses

alike with expert guidance top-tier products unique services and local knowledge

can assure you that Cardinal sees 2013 as year filled with growth and opportunity

We have proven that no matter the environment we can and will succeed We focus

on people our clients our employees and our communities In 2013 we will open our

28th banking office Located in Georgetown it will be our second in the District of

Columbia We plan to continue our expansion efforts introducing Cardinal Bank to new

markets and increasing our presence ri existin2 markets Our sales teams continue to

grow They are recognized for their regional and industry expertise and for their
ability

to develop tailored financial products and strategies for their clientele We increased
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in 1993 passed away suddenly Though Gene had resigned as CEO of George Mason

Mortgage in 2010 to pursue new venture he remained valued professional colleague

and close personal friend His loss is deeply felt by all who worked with him and it is the

intention of all to uphold his leadership values as George Mason Mortgage continues to

succeed with Bob Brower at the helm

hope that in reading this annual report you feel the same pride that do in the success of

Cardinal Our values and our commitment to our customers our employees our communities

and to you our shareholders are reflected throughout our company must thank our

employees for their continued dedication to our customers and our communities would

like to express my gratitude to our Director of Marketing Paulette Cross who once again

has developed an annual report that truly captures the spirit of Cardinal

The Board and the Management Team thank you for your continued support and loyalty It

is hard to believe that in June we will be celebrating our 15th anniversary and that so many

of you have been part of Cardinal since its inception We relentlessly pursue opportunities

every day to add sustainable value to the Cardinal franchise We hope that you feel we have

provided an attractive return on your investment that can be measured not only financially

but also by the positive impact we have in our communities

We look forward to 2013 filled with opportunity and celebration On behalf of your

Board and Management your support and
loyalty are greatly appreciated along with your

business and referrals

Building this company is truly labor of love for me and all our employees and directors No

matter what you may rest assured that we will always aspire to make the Cardinal franchise

more valuable than the day before

Bernard Clineburg

Chairman of the Board and Chief Executive Officer
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As leader in providing advanced iformation technology to government

and commercial mnarkets around the globe WidePoint Corporation

depends on Cardinal to achieve ts business goals Using wide

range of commercial banking services including cash management

loans lines of credit and mortgage products the company has built

national operation that delivers cerhficaebased cyber security

soIuions wireless telecommunication expense management systems

forensic nformatics consuttng and support services









Wth finanang from Cardina Bank AlA Management

ourchased and renovated this Adinghn Va apartment

building Aptly named The View its sweeping vistas of the

Washington skyline updated apartments and convenient

location are hallmarks that draw discriminating residents to

this rental community
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he nternaton Center for Language Studies in Washington knows the value of establishing great

relationships Since 1966 its been the choice of individuals government agences and international

organizations seeking EngIishas aSeconn Language ann foreign language training programs

relationship with bankers you know and trust is just as important Thats why Cardinals deposit credit

and cash management services translate into continued success for this wu nanowned business









Mooers mmigration Bethesda Md law firm specmiiang in immigrahon and nationality

ssues and its ton der and rnanagng partner Don Mooers appreciate Cardinals handson

attenTion to detaI In the past seven years what bepan as one personal depost relatonshp

has grown into tulbservice banking partnership that encompasses personal and buaness

deposit credit and wealth management products and services





For the past decade Digftal Technologies Inc DigitalTech has

relied on deposit line of credit and cash management services from

Cardinal Bank to fuel its growth Headquartered in Sterling Va

this veteranowned small business provides
informaUon technology

systems integraUon support and naintenance services to help federal

agencies state local governments and corporations stay on the

cuffing edge





Washington Intern Student Housing WISH has provided

housing for interns students and teachers in Washington

for more than 20 years WiTh real estate financing deposit

products arid other services from Cardinal Bank WISH owns

and operates properties on Capitol Hill and other locations

in the city WISH student interns come to the Naions Capital

mom around the country and the world
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Phe annual Cr nar oq mc fcr on

January 901 attracted more than 500 community leaders policymakers area economists and

interested citizens The confcrence featured Dr Stephen Fuller of George Mason Universitys

renowned Center for Regional Analysis Fannie Mae Chiet Economist Douglas Duncan PhD and

Political Analyst and NBC White House Correspondent Chuck Jodd

Pictured Left CR Cardinal

Bank Peg anal Preadent Kevir

Reynolds Fohtical Analyst and

NBC White House Correspondent

Chuck lodd and Cardinal rancid

Corporation Chairman and CEO

Bernard Cl nebuig

Pictured Right Dr Stcph

Fuller of George Macon un
versityS

Cer tar for Regional Analyos

Cardina Bank presented certificates to nearly 00 students

who completed the Vy Voi

Fr at Patriot High School in

Prince William County Va Cardinal sponsors the innovative

Lverh program in 58 schools throughout Northern Virginia

and in Bethesda Md

CR in toreqround Cardinal Bank Vice Pres dent Kim Bowden and Executive

Vice Pres dent and Marketing Directo Paulette Cross celebrate with Patriot

High Scheo students after the certificate ceremony

Collegebound studerts from public schoo in rgin arid the

Northern Virginia Community College Pathway Progran benefit

from scholarship programs provided by the 11 ii dll

ig Cu In 2012 the Cardinal

Bank Community Fund presented the organization with

$1000 award to support tm mission

CR Cardinal Bank Senior Vice President Seth Carter Martin Luther Kiri Jr

Cultural Foundation Board Chair Mary Ann Hovie and Foundation Presiderrt

Myrtle Callow and Cardinal Bank Regional President Kevin Reynolds





In thousands except per share data Fm the years ended December 31

Lncome Statement Data 2012 2011 2010 2009 2008

Interest income 115050 102878 96633 86742 88611

Interest expense 24047 23 716 27588 36200 45638

Net interest income 91003 79162 69045 50 542 42973

Provision for loan losses 7123 6910 10502 6750 5498

Net interest income after provision for loan losses 83880 72 252 58543 43792 37475

Non interest income 63392 34333 27389 23348 1812

Nonnterest expense 79317 64465 59469 52427 55913

Net income loss before income taxes 67955 42120 26463 14713 626

Provision benefit for income faxes 22658 14122 8021 4388 912

Net ncome 45297 27998 $18442 $10325 286

BMance Sheet Data

lotal assets 039187 2602716 2072018 1976185 1743757

Loans receivable net of fees 1803429 1631882 1409302 293432 1139348

Allowance for loan losses 27400 26159 24210 18636 14518

Loans held for sale 785751 529500 206047 179469 157 009

Total investment securities 286420 310543 344984 378753 315539

Total deposits 2243758 1775260 1403725 1297005 1179844

Otier borrowed funds 392275 510385 389586 427 579 367198

Total shareholders equity 308066 257 817 222 902 204507 158006

Common shares outstanding 30226 29 199 28770 28718 24014

Per Common Share Data

Basic net income 153 95 63 038 001

Fully
diluted net income 51 094 062 037 01

Bookvalue 1019 883 775 712 658

Tang ble book valu 85 847 738 6.64 99

Performance Raflos

Return on average assets .70% 27% 92% 57% 0.02%

Return on average equity 16 02 1158 844 53 18

Dividend payout ratio 13 012 12 10 3.38

Net interest margin
3.61 81 3.68 2.94 78

Efficiency ratio3 51 37 56.80 6167 7095 91.98

Non-interest income to average assets 2.37 1.56 1.37 1.29 1.08

Non-interest expense to average assets 97 2.92 2.98 89 3.40

Loans receivable not of fees to total deposits 80 38 91.92 100.40 99.72 96 57

Asset Quaty Raflos

Net charge-offs to average loans receivable net of lees 0.35% 0.34% 0.37% 022% 0.24%

Nonperforming loans to loans receivable net of fees 25 0.91 0.53 0.05 0.41

Nonperforming loans to total assets 25 0.57 0.36 04 0.27

Allowance for loan losses to nonperforming loans 359 30 17645 320.03 2677 59 310.81

Allowance for loan losses to loans receivable net fees 1.52 60 1.72 1.44 1.27

Capta Ratos

Tierl risk-based capital 11 94% 11.29% 12.67% 12.97% 11.67%

rotal risk-based capital 13.04 1249 14.06 14.15 12 72

Leverage capital ratio 1049 1014 10.82 11 03 9.90

Other

Average shareholders equity to average total assets 10.59% 10 95% 10.93% 10.31% 74%

Average loans receivable net of fees to average total deposits 83 43 93.27 96.28 97 57 96.00

Average common shares outstanding

Basic 29654 29401 29123 27186 24370

Diluted 29996 29784 29608 27674 24837
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