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Shareholdei

belief that our 2012 financial results provide positive validation that the 2011 mergei

arolina financial Corporation into Arnei ican National was he right thing fbi our

.y
and our shaieholders Iarnings per

share were 04 Oar 201 conipaied to 64

available to common shareholders Oar 2012 was slightly over Sl6 million up

nt liom 2011 Fhis net income produced foi 2012 return on average assets of L23

return on average equity of .08 pci cc nt and return on avei age tangible equity of

rcent

remind von that significant poi tion ol our cal nings vs as driven by mcrgerrelated

accounting primarily from the loan portfolio purchase discount the fiscal npact

than we expected because during 012 ow credit mproveincnt effoi ts resolted

ol scveial ijor problem loans we acquircd with the Mid aiolini mcigcr We all should

cci flings impact of the merger and the iclatcd Ian due iccounting is deereasi

ci is is not mal in the context of cui Ic nt inks toi mci ger secounting

strong and exceed all iegul itoi inininiunis for well capitaliicd banking organii stions

ssets for the entire yeai was 12 19 peiecnt Oui book due per common shire vs is

Ito l958 at the end of 2011 Fui thcrmore we exceeded expectations and rebuilt ow

common share to premerger ievels ii one sear iather than the anticipated thi cc ycai

our CO tiansition plan During 0l2 Jeff llaley served as President of the

ief 1xecutivc Ofhcer of the Bank He also Joined the ompany Board of Directors

the Board of Duectors named him as Chief xecutive Off cer of the Company

that date we have cleared the confusion Jef laley is President and Chief xeeutive

Bank have been named xceutivc han man of the Coinpaii and the Bank

vill continue to do so He is the right ian fbi the job am confident that he will

made our Company successful and lie vs ill use imagination to implement iew 01

ii fhrward in th fbturL

oh of representing the sliareholdei prime example is their selection of the new

and handled it just ight hope ou are prou of them am

it group are mindful of the importance ol your ins estinent ui our

support youi pailonage and your vs illingncss to invest in \mei ican National his

We vs ill do all in our power to manage it pi udentix and appropriately
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April 122013

To Our Shareholders

As American National enters its 105th year of community banking am honored to hase

assumed the role of Chief Executive Officer of the company this past January It is position

take sery seriously but at the same time realize must he met with creatis ity and imagination

as our banking industry enters new era Id like to thank an integral source of our hanks

progress and imagination thus far and someone who has set the tone for me as hief

Executive Officer Executive Chairman Chancy Majors pledge to continue to infuse our

culture with the imagination he has set in motion in order to create better experience for ow

customers and financial performance fbi our shareholders

Imagine Solutions

Erom the days of abundant teller lines when our doors opened 104 years ago to todays 21st

century Online Banking sse have put our customers needs first 1-mr this reason we imagine

and deselop sersice channels that speak to the esergrowing prefeiences of our communities

In 0l2 we launched Mobile Banking and Fl Financial Institution Transfer for online interbank transfers On the

horizon are instanEissue debit cards deposiEtaking Automated Teller Machines Al Ms Mobile Deposit remote

ieck depositing sia smartphone and Online Financial Management dashboard fbr monitoring all accounts and

usestmcrits

Imagine Growth

In 0I imagination met reality when the legacy American National offices and the former MidCarolina offices

ful integrated as one hank American Nationals name brand extended to Burlington Graham Greensboro and

Me ane NC adding eight banking offices for customers All 25 banking offices in North Carolina and Virginia

converted to new core operating system Jack henry Silvenl ake which enabled Virginia offices to upgrade to

real tune banking and offered other important ads antages At the same time we launched new line of deposit

prolucts and new website amnb.com

\e Imagine xeellence

in continual basis American National imagines how to maximize efficiency and excellence Because

roughly pci cent of our custonler transactions now occur electronically we are ins esting significant dollars to

tiansfbrm our technology branch network and offerings in order to stay at the forefront of community banking

id to accommodate the shifting needs of the customer lb assist our employees in pros iding the most flexible

aid lesponsive service that cuslomeis demand or require we have established an internal
suppoi center Plus

sha eholdei soting goes online for the first time this year While working toward all ofthese improsenlents as

lv nley noted in his message we were pleased to report slightly more than 516 million of net income available to

corn mon shareholders for 2012

lh uk you fbr your support in 2012 and we look forward to expanding our imagination in 2013

Si ncerely

eifrey Haley

Pi eident hief Executive Officei

\merican National Bankshares Inc

Amem ican National Bank and Trust





bank focused on meeting the needs of its customers

Whete things iight matters

bank that serves the community

With time expert se and reso irces

bank with 21st century soutions

Ar ore than Lent try of experienec

bank that gets results

ImagIne American National



Tod customers bank in ways that only few short years ago were

well unimaginable From ATMs to check cards to Online Banking Online Bill Pay and

Mobile Banking banking services are becoming more automated faster and increasingly

more mobile

Including making deposit Not that long ago in order to make deposit you brought

your check and deposit slip to the bank Now deposits are made at ATMs from desktop

scanner and computer and even from your smartphone Now customers are able to take

pictures of checks with their smartphones and electronically transmit them to the bank to

be deposited from anywhere in the world Unimaginable Reality

At American National we work hard to be leading provider of the latest in banking

innovation giving our customers access to new products and services There is more to

come in 2013 and beyond We imagine banking in new ways but still with great personal

service



We have used and will continue to use our collective

imagination to build and be the bank

where the brightest and most talented want to work

that supports the communities we serve in new and

meaningful ways

that rewards our shareholders for their support

that embraces our past but keeps our eyes firmly

focused on tomorrow

American National Bank and Trust

just the bank you would imagine



FINANCIAl HIGHLIGHTS
Amounts in thousands except per share in/hrmation and ratios

December 31

2012 2011 2010 2009 2008

Results of Operations

Interest income 57806 49187 35933 38061 42872

Interest expense 8141 8780 8719 10789 15839

Net interest income 49665 40407 27214 27272 27033

Provision for loan losses 2133 3170 1490 1662 1620

Noninterest income 11410 9244 9114 8518 8002

Noninterest expense 36643 30000 23379 24793 22213

Income before income tax provision 22299 16481 11459 9335 11202

Income tax provision 6293 4910 3181 2525 3181

Net income 16006 11571 8278 6810 8021

Financial Condition

Assets 1283687 1304706 833664 808973 789184

Loans net of unearned income 788705 824758 520781 527991 571110

Securities 340533 339385 235691 199686 140816

Deposits 1027667 1058754 640098 604273 589138

Shareholders equity 163246 152829 108087 106389 102300

Shareholders equity tangible 119543 107335 84299 82223 77757

Per Share Information

Earnings per share basic 2.04 1.64 1.35 1.12 1.32

Earnings per share diluted 2.04 1.64 1.35 1.12 1.31

Cash dividends paid 0.92 0.92 0.92 0.92 0.92

Book value 20.80 19.58 17.64 17.41 16.81

Book value tangible 15.23 13.75 13.76 13.46 12.78

Weighted average shares outstanding basic 7834351 6982524 6123870 6097810 6096649

Weighted average shares outstanding diluted 7845652 6989877 6131650 6102895 6105154

Selected Ratios

Return on average assets 1.23% 1.07% 1.00% 0.84% 1.02%

Return on average equity1 10.08% 8.88% 7.59% 6.57% 7.79%

Return on average tangible equity2 15.25% 12.97% 10.05% 8.94% 10.60%

Dividend payout ratio 45.06% 55.50% 68.08% 82.40% 69.89%

Efficiency ratio3 58.23% 58.48% 61.53% 63.46% 60.83%

Net interest margin 4.44% 4.35% 3.78% 3.81% 3.87%

Asset Quality Ratios

Allowance for loan losses to period-end loans 1.54% 1.28% 1.62% 1.55% 1.37%

Allowance for loan losses to period-end

non-performing loans 227.95% 76.76% 324.22% 224.22% 275.0 1%

Non-performing assets to total assets 0.90% 1.46% 0.76% 0.87% 0.91%

Net charge-offs to average loans 0.07% 0.16% 0.24% 0.24% 0.21%

Capital Ratios

Total risk-based capital ratio 17.00% 15.55% 19.64% 18.82% 17.92%

Tier risk-based capital ratio 15.75% 14.36% 18.38% 17.56% 16.67%

Tier leverage ratio 11.27% 10.32% 12.74% 12.81% 13.04%

Tangible equity to tangible assets ratio4 9.64% 8.52% 10.41% 10.48% 10.17%

Return on average common equity is calculated by dividing net income available to common shareholders by average common equity

2Rcturn on average tangible common equity is calculated by dividing net income available to common shareholders less amortization of intangibles tax effected by average
common equity

less average intangibles

Ihe efficiency ratio is calculated by dividing noninterest expense excluding gains or losses on the sale ofOREO by net interest income including tax equivalent income on nontaxable loans

and securities and excluding gains or losses on securities and gains or losses on sale of
premises

and equipment

langible equity to tangible assets ratio is calculated by dividing period-end common equity less period-end intangibles by period-end assets less period-end intangibles

10
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MANAGEMENT
American National Bankshares Inc

Eecutive Officers

Charles Majors

Executive Chairman

Jeffrey Haley

President

Chief Executive Officer

William Traynham

Senior Vice President

Chief Financial Officer

American National Bank

and Trust Company

Executive Group

Charles Majors

Executive Chairman

Jeffrey Haley

President

Chief Executive Officer

William Traynham

Executive Vice President

Chief Financial Officer

Charles Canaday Jr

Executive Vice President

President-North Carolina Banking

Helm Dobbins

Executive Vice President

Chief Credit Officer

Cabell Dudley Jr

Executive Vice President

Chief Banking Officer- Virginia

Dabney T.P GilliamJr

Executive Vice President

ChiefAdministrative Officer

BOARD OF DIRECTORS
American National Bankshares Inc and

American National Bank

and Trust Company

Director Emeritus

James Copland III

Charles Harris

Executive Vice President

Averett University

Danville VA

Director since 2008

Committees

Martha Medley

Partner

Daniel Medley Kirby P.C

Danville and Martinsville VA

Director since 2008

Committees

Board of Directors

Fred Blair

President

Blair Construction Inc

Gretna VA

Director since 1992

Committees

Frank Crist Jr DOS

President

Brady Crist Dentists Inc

Lynchburg VA

Director since 2006

Committees

Ben Davenport Jr

Chairman

First Piedmont Corporation

Chatham VA

Chairman

Davenport Energy Inc

Chatham VA

Director since 1992

Committees

Jeffrey Haley

President and Chief Executive Officer

American National Bankshares Inc

American National Bank and Trust Company

Danville VA

Director since 2010

Committee

Michael Haley

Advisor

Fenway Partners

New York NY
Director since 2002

Committees

Hornaday III

President and Chief Executive Officer

Knit Wear Fabrics Inc

Burlington NC

Director since 2011

Committees

Lester Hudson Jr Ph.D

Professor and Wayland Cato

Chair of Leadership

McColl School of Business

Queens University

Charlotte NC
Director since 1984

Committees

John Love

President and Chief Executive Officer

Love Associates Inc

Burlington NC
Director since 2011

Committees

Franklin Maddux M.D FACP

Chief Medical Officer

Executive Vice President for Clinical and

Scient/lc Affairs

Fresenius Medical Care North America

Waltham MA
Director since 2002

Committees

Charles Majors

Executive Chairman

American National Bankshares Inc

American National Bank and Trust Company

Danville VA

Director since 1981

Committee

Claude Owen Jr

Retired Chairman and Chief Executive Officer

DIMON Inc

Danville VA

Director since 1984

Committees

Dan Pleasant

Chief Operating Officer

The Dewberry Companies Inc

Fairfax VA
Director since 2011

Committees

Robert Ward
Retired Executive Vice President and

Chief Financial Officer

Unifi Inc

Greensboro NC
Director since 2011

Committees

Committees

Audit and Compliance

Chief Executive Officers Advisory

Corporate Governance and Nominating

Human Resources and Compensation

Operational Risk and Security

Stock Option

Trust
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