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Lowt the Company

Liberty National Bancshares, Inc.
was incorporated as Rockdale
National Bancshares, Inc. under the
laws of the State of Georgia on
February 13, 1997, to operate as a
bank holding company pursuant to
the Federal Bank Holding Company
Act of 19586, as amended. The
Company is a one-bank holding com-
pany that owns 100 percent of the
issued and outstanding stock of
Liberty National Bank, which con-
ducts business in Rockdale and
Newton Counties, Georgia. The com-
pany’'s and the bank’s name was
changed to Liberty National on
November 1, 2001.

The bank commenced operations
on October 14, 1997, in a temporary
facility located at 1000 Georgia
Highway 138, Conyers, Georgia.
Construction of a permanent Main
Office facility at the same location
was completed during the second
quarter of 1999, Liberty National also
operates a branch at 1600 Georgia
Highway 20 in Conyers.

Prompted by the growing number
of customers from adjoining Newton
County, the Bank opened a second
branch office in Covington, Georgia
on November 9, 2001.  Full service
operations are currently conducted
from a temporary facility located at
@100 Covington Bypass.

Liberty National is a full-service
financial institution that offers a wide
range of commercial and retail prod-
ucts and services. The bank is com-
mitted to providing the highest quality
personal service. s officers and staff
pledge to be friendly, genuinely car-
ing., professional, accurate, and
prompt in every encounter with ifs
customers, whether in person, by tele-
phone, or on the Internet.
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IO our Sharenoliers...

It's Liberty for all... your banking
needs. Yes, but why a name change
at this particular point in our corpo-
rate progress? Well early last year we
began planning for our first expansion
outside of Rockdale County. While
the Rockdale National name had
served us well, your Board of Directors
realized that as we expanded into
other counties the bank would be
better served by a corporate identity
that was not geographically specific.
Any such change involves many chal-
lenges and a significant amount of
expense. But we were confident that
this initiative needed to be undertak-
en before opening an out-of-market
branch.

We hired the very best consultants
in this field and solicited input from all
levels of the company, our customers
and prospects, and the community at
large. The time and energy invested
in renaming the bank certainly paid
off. The new Liberty National name,
with the flame as its symbol, has been
overwhelmingly accepted, and
strategically positioned the bank for
future growth.

During the lbank’s first four years of
operations, a significant number of
Newton County residents and busi-
ness people were attracted to Liberty
National’s exceptional service, pro-
fessional caring employees, and
state-of-the-art technology. We felt
this customer base needed a more
convenient locatfion to serve their
ongoing needs. Market research also
indicated that the growing Newton
County market could support another
financial institution. Based upon those
factors, the decision to expand into

Covington was made and we
opened a full-service facility there on
November 9, 2001.

Liberty National was very fortunate
to have three key people with strong
ties to Newton County already on
staff. Paul Courchaine, our County
President, grew up in Covington and
worked in the local banking commu-
nity for 15 years before joining our
bank. Debra Didier, who handles
commercial lending in this market,
was also raised in Covington and
worked for a competing bank for over
20 years. Tammy Porter is a Newton

County resident
and serves as
the Covington
B r anch
Manager. Also,
Johnny Capes, a
life long resident
of  Covington
and prominent
businessperson
in that market,

joined our Board
of Directors last year and will play an
important role in growing the bank in
Newton County. Our preliminary
results have been very positive, and
we are opfimistic abouf the potential
of this new location.

You may recall from last year’s
annual report, the goal in 2001 was to
expand the bank’s market share with-
out compromising long-term prof-
itability. We are pleased to announce
success on both counts, Liberty
National’s consolidated (bank and
holding company) total assets grew
60 percent and totaled over $107 mil-
lion at year-end. It is noteworthy that

Pictured left to right:

Tammy Porter, Paul
Courchaine and Debra
Didier




the $100 million milestone was
accomplished just after we celebrat-
ed our fourth anniversary in business.

The bank’s loan portfolio grew by
44 percent in 2001, With Bill Walker’s
leadership, we managed that growth
very well and had only $19 thousand
in net loan losses and no non-per-
forming loans at year-end. Our con-
struction lending activities prospered
greatly last year. Construction loans
outstanding

increased 72
percent last
year and we
now have
relationships
with almost 60
builders. Larry
Hunter and
Doug Pulliam
have done
a fine job
attracting
new business
and maintain-
ing these
imporfant cus-

Pictured left to right;
Larry Hunter and Doug
Pulliam

tomer rela-
tionships.
Liberty

National’s total deposits increased 74
percent and provided funding for the
substantial increase in loans outstand-
ing. Aftracting new deposit relation-
ships remains the lifeblood of our busi-
ness, and we are constantly seeking
new ways to attract that business.

Despite the drarmatic fall in interest
rates during 2001, Liberty National's
net interest income (the interest we
earn on loans and investments minus
what we pay for deposits and other
borrowings) increased by 23 percent.
Our non-interest income (fees and
charges for other services) totaled

$865 thousand, a 58 percent increase
for the year. As nofed above, we
incurred a substantial amount of
expense in opening our Newtfon
County branch and execufing the
name change initiative. Including
those extraordinary expenditures, the
Company’s non-interest expenses
rose 25 percent, or $617 thousand
more than in the previous year. These
operating results generated a 47 per-
cent improvement in before tax
income. 2001 was the first year that
our earnings were fully faxable. After
accruing $411 thousand in income
taxes, Liberty National’s consolidated
net earnings were $786 thousand.

2001 was truly a period of progress
and accomplishment for your bank.
We have no specific expansion plans
for 2002, and infend to focus on
enhanced profitability and leverag-
ing the infrastructure already in place.
Your Board of Directors, management
and staff remain committed to further
improving the Liberty National Bank
franchise. In that regard, we again
acknowledge the role you, our share-
holders and customers, have played
in this exciting new venture. Thank
you so much for your continued sup-
port and banking business. As always,
we welcome your comments and
suggestions. Please feel free to call
(770-785-7880) whenever we may be
of service.

Sincerely

Michael P. Jones
Chairman of the Board

William L. Daniel
Chief Executive Officer




2001 In Review

2001 presented many challenges
for Liberty National, We operated in an
environment that will be best remem-
bered for the tragic events of
September 11th, a 450 basis point fall in
inferest rates, the national recession,
and a downward spiraling stock mar-
ket. While dealing with all these exter-
nal issues, your Board of Directors suc-
cessfully executed a change in corpo-
rate identity and opened the compa-
ny’s first branch outside of its home
county. Despite the distractions, we
were able to maintain a clear focus on
our primary business and achieve
results that would be impressive even
during more stable times.

The following graphs reflect our
consolidated results and illustrate just a
few of the company’s significant
achievements during 2001.

Total loans

"77As "noted above, total loans
increased by 44 percent in 2001.
Liberty National ended the year with
outstanding loans of $74 million, or
$22.5 million more that at the end of
2000. These impressive results, as well
as the company’s asset growth in gen-
eral, can be attriouted to our aggres-
sive business development activity.
Liberty National’s calling officers made
more than 7,800 customer and
prospect contacts during 2001.

The bank’s loan portfolio contfinues
to be of the highest quality. As of the
2001-year end we had only .04% of the
portfolio 30 days or more past due,
1.41% rated substandard or lower, and
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a meager .02% in net loan losses. Bill
Walker and our team of lending profes-
sionals continue to do a great job
growing and mcintaining the quality of
the company’s most important earning
asset.

Deposils

Deposits provide the funds for the
bank’s lending activities. In that
regard, it is exiremely important that
we increase our deposits at least on
pace with loan portfolic growth.
During 2001 total deposits did even
better rising over $41 million, or 74 per-
cent more than at the 2000-year end.
This pool of loanable funds positions the
bank to take advantage of the addi-
tional loan growth that we are fore-
casting for 2002.
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Wel Inferest Ineoma

Despite the dramatic decline in
interest rates during 2001, Liberty
National’s net infterest income
increased $702 thousand or 23 percent
more than in the previous year. While
our earning assets re-priced faster than
liabilities, higher loan volume helped to
offset the downward pressure on the
company’s net interest margin.

Net Interest Income
(Dollar in Thousands)
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Hom=Interest [neome

In addition to the interest we earn
on loans and other investments, Liberty
National also produces income from
fees associated with our deposit
accounts and other services provided
to our customers. In 2001 this particular
source of revenue totaled $865 thou-
sand and constituted a 58 percent
increase over the previous year.

Non-Interest Incoms
(Dollar in Thousands)
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Bank management closely monitors
the number of deposit accounts here
at Liberty National. We believe that
growth in this important area is usually
a good indicator of the quality of serv-
ice we provide and how well we are
responding to the needs of the local
community, We are pleased to report
that the number of active deposit
accounts totaled 7,211 at December
31, 2001, This vear-end total amounts
to a 32 percent increase compared o
2000.
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Another important indicator of the
company’s overall performance is ifs
efficiency ratio, which reflects the per-
centage of total revenue used to fund
non-interest expense. Despite opening
the new location in Covington, our
name change initiative, and a heavy
investment in professional staff and cur-
rent tfechnology, Liberty National’s effi-
ciency ratio improved for the fourth
consecutive year.
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Heliglncoimle

Net income is readily perceived as
one of the best indicators of a busi-
ness’s overall performance.  Liberty
National’s consolidated 2001 before
tax income increased $381 thousand
or 47 percent greater than the 2000
total. As noted above, we had no tax
liability in 2000 due to the losses
incurred during the bank’s organiza-
tion, but the company accrued over
$411 thousand in income tax expenses
in 2001, Therefore, net income for the
year was $786 thousand.

Net Income
(Doliar in Thousands)

$1,000 |
$800 |
$600 |
$400 |
$200 .
$0

o
<
o0
s

$96

G i

1999 2000 2001




LIherty Hatlongl Bancshares, Ine. and Subsidiam

Financial Highlights

Years ended December 3], 2001 2000 1999 1998
Balance Sheef

Assets $107.412,440 $67,265,036 $60,319.214 $34,056,201

Investment Securities $11,245,863 $10,413,138 $10,217,921  $§9,753,621
Gross loans §74,054,037 $51,5658,155 $41,415,143 $16,136,590
Allowance for Loan loss $1,059,635 $738,386 $531,024 $194,581
Deposits $96,661,062 $565,513,669 $52,232,828 $28,301,588
Equity $7.869.635 $6,632,466  $5,414,965  $5,688,283
Statement of Income and Expense

Interest income $6,642,829  $5,453,935  $§3,474,260  $1,777,856
Interest expense $2,937,874 $2,450,555  $1,422,852 $786,484
Provision for loan losses $295,140 $275,519 361,443 $149,208
Non interest income $865,281 $548,323 $323,465 $162,872
Non interest expense $3,077,874 $2,460,456  $1,917,403  $1,511,847
Income taxes $411,388  (824.,319) N/A N/A
Net income (loss) §785,834 $840,047 §96,027  (§506,811)
Miscellaneous

Tier 1 capital ratio 9.3% 12.2% 12.4% 26.9%
Total capital ratio 10.6% 13.5% 13.5% 27.9%
Basic EPS $1.15 $1.24 $0.14 (50.87)
Diluted EPS $1.11 §1.22 $0.14 (80.87)
Efficiency ratio 65.98% 69.28% 80.74% 131.00%
Number of deposit accounts 7,211 5,480 4,147 2,125
Net charged off loans $19,341 $22,707 $25,000 N/A
Non-performing loans 0.00% 0.00% 0.00% 0.00%




The following discussion of the company’s financial condition and resulfs of operations should
be read in conjunction with the company’s Consolidated Financial Statements, related notes and
staftistical information included with this Annual Report.

Besulis of Operaiiens

Year Ended Tecember 31, 2001
Compeared to Year Cnded
December 31, 2000

For the year ended December 31,
2001, assets increased and earnings
before income taxes improved, how-
ever earnings after taxes declined
from $840,047 ot December 31, 2000
to $785,834 at December 31, 2001.
Basic earnings per common share
decreased by $.09 from $1.24 at
December 31, 2000 to $1.15 at
December 31, 2001. Total assets
increased by 59.3% from $67,265,036
at December 31, 2000 to $107,412,440
at December 31, 2001. Net loans
increased from $50,691,223 at
December 31, 2000, to $72,905,199 ot
December 31, 2001 due to strong
loan demand coupled with a focused
marketing effort. Net charge-offs for
2001 were $19,342 compared to
$§22,707 in 2000. At December 31,
2001, the bank’s allowance for loan
loss reserve ratio was 1.46% of total
loans, a decrease from 1.52% at
December 31, 2000.

Deposits increased for the same
period by $41,147,393 or 74.1%, from
$55,513,669 in 2000 to $96,661,061 at
December 31, 2001. The increase was
primarily attributable to marketing
efforts. The bank’s investment portfo-
lio increased $832,725, or 8.0%, from
$10,413,138 in 2000 to $11,245,863 in
2001, o resuit of the purchase of
bonds and an increase in the market
value of the bond portfolio.

The bank’s loan to deposit ratio
was 75.4% at December 31, 2001,
compared to 91.3% at December 31,

2000. Pre-tax earnings increased sig-
nificantly in 2001 because of higher
levels of average earning assets, from
$59.6 million in 2000 to $80.2 million in
2001. Increased earning assets help
offset a decline in the net interest
margin that resulfed from changes in
the current economic environment
during 2001. Net interest income
increased by $701,575, or 23.4%, from
$3,003,380 in 2000 to $3,704,955 in
2001. Non-interest expense increased
by 25.1% from $2,460,456 for 2000 to
$3,077,874 for 2001. This increase was
the result of an increase in personnel
expenses and other overhead
expenses used to grow the bank. In
addition, the change of the name of
the company and the additional
branch in Newton County increased
expenses during the second half of
the vyear. Non-interest income
increased by $316,958 from $548,323
for 2000 to $865,281 for 2001. This
increase was due to the increased
volume of deposit accounts, higher
mortgage origination fees, and a gain
on the sale of bonds.

Vear tnded December 31, 2000
GCompared to Vear Ended

For the year ended December 31,
2000, assets increased and earnings
improved. Total assets increased by
11.5% from $60,319,214 at December
31, 1999 to $67,265,036 at December
31, 2000. Net loans increased from
$40,884,119 at December 31, 1999, to
$50,691,223 at December 31, 2000
due to strong loan demand coupled
with a focused marketing effort. Net
charge-offs for 2000 were $22,707
compared to $25000 in 1999, At




December 31, 2000, the bank’s
dllowance for loan losses ratio was
1.52% of total loans, an increase from
1.28% at December 31, 1999,

Deposits increased for the same
period by $3,280,841 or 6.3%, from
$52,232,828 in 1999 to $55,513,669 at
December 31, 2000. The increase was
primarily attrioutable to marketing
efforts. The bank’s investment portfo-
lio increased $195,217, or 1.9%, from
$10,.217,921 in 1999 to $10,413,138 in
2000, primarily as a result of an
increase in the market value of the
bond and securities.

The bank’s loan to deposit ratio
was 91% at December 31, 2000, com-
pared to 79% at December 31, 1999,
Combined with the increase in the
above ratio, earnings increased signif-
icantly in 2000 because of higher lev-
els of average earning assets, from
$41.9 million in 1999 to $59.6 million in
2000. As a consequence to the stable
net interest margin and higher levels
of earning assets, net interest income
increased by $951,972, or 46.4%, from
$2,051,408 in 1999 to $3,003,380 in
2000. Non-interest expense increased
by $543,053 from $1,917,403 for 1999
to $2,460,456 for 2000. This increase
was the result of an increase in per-
sonnel expenses and other overhead
expenses used to grow the bank.

Non-interest income increased by
$224,858 from $323,465 for 1999 to
$548,323 for 2000. This increase was
due to higher levels of fransactions
relating fo deposit accounts, higher
lease referral fees, mortgage origina-
tion fees, and a gain on the sale of
real estate owned.

el Imterest Ineome

The company’s results of opera-
tions are determined by its ability to
manage effectively interest income
and expense, to minimize loan and
investment losses, to generate non-
inferest income and to control non-
interest expense. Since interest rates
are determined by market forces and
economic conditions beyond the
control of the company, the ability to
generate net infterest income s
dependent upon the company’s abil-
ity to maintain an adequate spread
between the rate earned on earning
assets and the rate paid on interest-
bearing liabilities, such as deposits
and borrowings. Thus, net interest
income is the key performance meas-
ure of income.

Presented below are various com-
ponents of assets and liabilities, inter-
est income and expense as well as
their yield/cost for the years indicat-
ed.

Year Ended Year Ended
December 31, 2001 December 31, 2000
(In thousonds) (In thousands)
Average Interest  Yield/ Average Interest Yield
Balance Income/ Cost Balance Income/ Cost
Expense Expense
Interest-bearing deposits................. S 100 S 4 437% S 161 § 11 6.66%
Federal funds sold ..o ooennn, 6,389 227 3.56% 4,391 274  6.24%
SECUNMTIES. 11 11,503 601 522% 10,623 647 6.15%
Loans, Net .o, 62,159 5811 2.35% 44,511 4,522 10.16%
Total earning assets.........ccovvevnne. $80,151 $6,643 8.29% $59,586 $5454 9.15%
Interest bearing deposifs.........c....... $64,292  $2,764 4.30% $47,011 $2,286 4.86%
Other borrowings. ..o, 2.509 174 692% 2534 165 6.51%

$2,938 4.40% $49.5645 $2,451 4.95%




Net spread on earning assets for
the years ended December 31, 2001
and 2000 were 3.89% and 4.20%,
respectively. Falling interest rates
affected the bank’s net spread on
earning assets as assets repriced
faster than liabilities. However,
increased volume, especially in loans,
helped offset the downward pressure
on the net interest margin, resulting in
an increase in net inferest income
from $3,003,380 for the year ended
December 31, 2000 to $3,704,955 for
the year ended December 31, 2001.
Net infterest income increased from
$2,051,408 for the vyear ended
December 31, 1999 to $3,003,380 for
the year ended December 31, 2000.
This increase was primarily attributa-
ble to higher loan volume.

Non=Interest INcome

Non-interest income for the year
ended December 31, 2001 and
December 31, 2000 amounted to
$865,281 and $548,323, respectively.
As a percentage of average assefts,

non-interest income increased from
0.83% in 2000 to 0.99% in 2001. The
increase in non-interest income dur-
ing 2001 is attributable to the increase
in service charges on deposit
accounts which is attributable to an
increase in the number of deposit
accounts, as well higher transactional
volume, higher mortgage origination
fees, and a gain on the sale of invest-
ment securities.

Mortgage origination fees
increased during 2001 as the bank
began directly managing the prod-
uct line for the first time. Prior to 2001
the bank earned fees through refer-
rals resulting in closed loans. The bank
also experienced unprecedented
mortgage loan demand as morfgage
rates reached 40 year lows during
2001.

The following table summarizes the
major components of non-interest
income for the vears ended
December 31, 2001 and December
31, 2000.

Yecr Ended December 31,

2001 2080
Service fees on deposit accounts .......... S 606,518 S 424,415
Mortgage origination fees..........ccevvveennn, 169,051 32,683
Miscellaneous, other........coiiiiin, 99712 91.225
Total non-interest income.................. $ 865,281 § 548,323

[on-Interest Emense

Non-interest expense increased
from $2,460,456 during 2000 to
$3,077,873 in 2001. As a percentage
of total average assets, non-interest
expense decreased from 3.71% to
3.51%. Management aftributes this

decrease in the ratio of non-interest
to average assets to

expense

increased coverage of overhead
expenses from earning assets and an
expense control initiative continued in
2001. On the next page are the com-
ponents of non-interest expense for
the years ended December 31, 2001
and 2000.




Salaries and other compensation ...........c.ccovees
Employee benefits......cccccoiiiiiiicie,
Net occupancy and equipment expense.........
Professional and other outside services..............

Other BXPENSE ..o

Year Ended Year Ended
December 31. 2001 December 31, 2000
$1,324,468 $ 980,236
252,978 213,831
489,216 377,761

177,089 185,302
834,123 703,326
$3,077,874 $2,460,456

Total non-inferest exXpense ..o,

During 2001, the allowance for
loan losses grew from $783,386 at
December 31, 2000 to $1,059,635 at
December 31, 2001. During 2001, the
allowance for loan losses as a percent
of gross loans decreased from 1.52%
to 1.46%. There were $46,185 in gross
charge-offs during 2000 and $36,266
in charge-offs during 2001. As of
December 31, 2001, management
considers the allowance for loan loss-
es fo be adeqguate. However, there
can be no assurance that charge-offs
in future periods will not exceed the
allowance for loan losses or that addi-
tional provisions to the allowance will
not be required.

Liguidity and Interest Bale
Sensiiivity

Net interest income, the compao-
ny’s primary source of earnings, fluc-
tuates with significant interest rate
movements. To lessen the impact of
these margin swings, the balance
sheet of the company should be
structured so that repricing opportuni-
fies exist for both assets and liabilities
in roughly equivalent amounts at
approximately the same time inter-
vals. Imbalances in these repricing
opportunities at any point in time con-
sfitute interest rate sensitivity.

Interest rate sensitivity refers to the
responsiveness of interest-bearing
assets and liabilities to changes in

market interest rafes. The rate sensi-
tive position, or gap. is the difference
in the volume of rate sensitive assets
and liabilities, at a given time interval.
The general objective of gap man-
agement is to manage actively rate
sensitive assets and liabilities so as to
reduce the impact of interest rate
fluctuations on the net interest mar-
gin. Management generally attempts
to maintain a balance between rate
sensitive assets and liabilities as the
exposure period is lengthened to min-
imize the company’s overall interest
rate risks.

The asset mix of the balance sheet
is continually evaluated in terms of
several variables: yield, credit quality,
appropriate funding sources and lig-
uidity. To effectively manage the lio-
bility mix of the balance sheet, there
should be a focus on expanding the
various funding sources. The interest
rate sensitivity position at year-end
2001 is presented in the following
table. The difference between rate
sensitive assets and rate sensitive lio-
bilities, or the interest rate sensitivity
gap. is shown at the boftom of the
table. Since all interest rates and
yields do not adjust af the same
velocity, the gap is only a general
indicator of rate sensitivity.  In addi-
tion, call provisions in the bond portfo-
lio and loan prepayments may affect
actual maturities.




After After
Three six After

Within Months months one year After

Three but within but within buf within five

menths six monihs one year five years yeors Tetal
EARNINGS ASSETS (Dollars in thousands)
Interest Bearing Deposits.....$ 27§ - 8 - 8 - S -$ 27
Loans, before deferred fees 31,177 6,400 6,578 28,526 1,373 $74,054
Investment Portfolio ............ 355 - 1,358 6,414 3,474 $11,601
Federal funds sold................ 13,245 - - - - $13,245

Total earning assets.......... $44,804 § 6400 $§ 7,936 § 34940 S 4,847 $98,927

SUPPORTING SOQURCE OF FUNDS
Interest-bearing demand....$40,115  $ - S - 8§ - S - 840,115
Deposits and savings Certificates,
less than S100M ..., 7,316 6,075 10,008 8,810 - §32,209
Certificates,
S100M and over ..o, 3.144 1.358 2,307 2,844 - §9,653
FHLB Advance.........cccovvn.. - - - 2,500 - $2,500
Total interest-bearing
Liabilifies .o, $580575 § 7433 $ 123156 $ 14154 § - $84,477
Interest-sensitivity gap (85,771)  ($1.033) ($4,379)  $20,786 $4,847 $14,450
Cumulative interest-
Sensitivity gap (§5,771)  (56,804) (811,183) $9,608 $14,449 $14,450
Interest-sensitivity gap ratio 0.89 0.86 0.64 2.47 N/A 117
Cumulative inferest-
Sensitivity gap ratio 0.89 0.88 0.84 1.7 N/A 1.17

As evidenced by the table above,
the company is cumulatively liability
sensitive at one year. In a declining
interest rate environment, a liability sen-
sitive position (a gap ratio of less than
1.0) is generally more advantageous
since liabilities are repriced sooner than
assets. Conversely, in a rising interest
rate environment, an asset sensitive
position (a gap ratio over 1.0) is gener-
ally more advantageous as earning
assets are repriced sooner than the lia-
bilities. With respect to the company,
an increase in interest rates would result
in lower earnings while a decline in
interest rates will increase income. This,

however, assumes that all other factors
affecting income remain constant,

As the company continues to grow,
management will continuously struc-
fure its rafte sensitivity position to best
hedge against rapidly rising or falling
interest rates. The bank’s Asset/Liability
Committee meets on a guarterly basis
and develops management’s strategy
for the upcoming period. Such strate-
gy includes anficipations of future inter-
est rate movements.

Liquidity represents the ability to
provide steady sources of funds for
loan commitments and investment




activities, as well as to maintain suffi-
cient funds to cover deposit with-
drawals and payment of debt and
operating obligations. These funds
can be obtained by converting assefts

fain and increase deposits through
the bank, Deposits grew by $41.1 mil-
lion during 2001 and by $3.3 million in
2000. Below are the pertinent liquidity
balances and ratios for the years

ended December 31, 2001 and
December 31, 2000.

to cash or by attracting new deposits.
The company’s primary source of lig-
uidity comes from its ability to main-

Year Ended
December 31. 2000

Year Ended
Decem 31, 2001

Cash and cash equivalents ........cc.ccveeiiee, $18.050,304 $2,045,665
SECUMHBS vt 11,600,931 10,768,206
CDs over $100,000 to total deposits ratio ...... 10% 13%
Loan to deposit ratio......coocoicincninn 75% 91%
Brokered deposits . oo, 0 0

December 31, 2001, cash and cash

At December 31, 2001, large
denomination certificates of deposit
accounted for 10% of total deposits.
Large denomination certificates of
deposit are generally more volatile
than other deposits. As a result, man-
agement continually monitors the
competitiveness of the rates it pays
on its large denomination certificates
and periodically adjusts its rates in
accordance with market demands.
Significant  withdrawals of large
denomination certificates may have
a material adverse effect on the
bank’s liquidity. Management
believes that since a magjority of the
above certificates were obtained
from bank customers residing in
Rockdale County, Georgia, the
voldtility of such deposits is lower than
if such deposits were obtained from
depositors  residing outside  of
Rockdale County, as outside deposi-
fors are more likely to be interest rate
sensifive.

Caosh and cash equivalents are
the primary source of liquidity. At

equivalents amounted to $18 million,
representing 16.8% of total assefs.
Securities available for sale provide a
secondary source of liquidity.
Approximately $740 thousand of the
$11.2 million in the bank’s bond port-
folio is scheduled to mature, or sub-
ject to call, in 2002.

Brokered deposits are deposit
instruments, such as certificates of
deposit, deposit notes, bank invest-
ment confracts and certain municipal
investment contracts that are issued
through brokers and dealers who then
offer and/or sell these deposit instru-
ments to one or more investors. As of
December 31, 2001, the company
had no brokered deposits in its portfo-
lio.

Management knows of no trends,
demands, commitments, events or
uncertainties that should result in or
are reasonably likely to result in the
company’s liquidity increasing or
decreasing in any material way in the
foreseeable future.




Capital Adequacy

There are two primary measures of
capital adequacy for banks and
bank holding companies: () risk-
based capital guidelines and (i) the
leverage ratio.

The risk-based capital guidelines
measure the amount of a bank’s
required capital in relation to the
degree of risk perceived in its assets
and its off-balance sheet items.
Under the risk-based capital guide-
lines, capital is divided intfo two "tiers."
Tier 1 capital consists of common
shareholders’ equity, non-cumulative
and cumulative (bank holding com-
panies only) perpetual preferred
stock and minority interest. Goodwill,
certain intangible assets, and certain
deferred tax assets are subtracted
from the total. Tier 2 capital consists
of the allowance for loan losses,
hybrid capital instruments, term subor-
dinated debt and intermediate term
preferred stock. Banks are required to
maintain a minimum risk-based capi-
fal ratio of 8.0%, with at least 4.0%
consisting of Tier 1 capital.

The second measure of capital
adequacy relates to the leverage
ratio. The OCC has established a 3.0%
minimum leverage ratic requirement.
Note that the leverage ratio is com-
puted by dividing Tier 1 capital into
total average assetfs. For banks that
are not rated CAMELS-1 by their pri-
mary regulator, the minimum lever-
age ratio should be 4.0% plus an addi-
tional cushion of at least 1 to 2 per-
cent, depending upon risk profiles
and other factors.

The Federal Reserve Board, the
OCC and the FDIC have adopted a
rule that adds a measure of interest
rate risk o the determination of super-
visory capital adequacy. In connec-
tion with this rule, the agencies have
implemented a measurement

process to measure interest rate risk.

Under this proposal, all items reported
on the balance sheet, as well as off-
balance sheet items, would be
reported according to maturity,
repricing dates and cash flow char-
acteristics. A bank’s reporting posi-
tion would be multiplied by duration-
based risk factors and weighted
according to rate sensitivity. The net
risk weighted position would be used
in assessing capital adequacy. The
objective of this complex proposal is
to determine the sensitivity of a bank
to various rising and declining interest
rate scenarios.

For additional information regard-
ing regulatory capital ratios, refer to
Note 10 of the Consolidated Financial
Statements.

Wiarkel Informalion

There is no established public trad-
ing market for the company’s com-
mon stock. As of March 25, 2002, the
numiber of holders of the company’s
common stock was 621.

To date, the company has not
paid any cash dividends on its
Common Stock. [t is the policy of the
Board of Directors of the company to
reinvest earnings for such period of
fime as is necessary 1o ensure the suc-
cess of the operations of the compa-
ny and of the bank. There are no cur-
rent plans to initiate payment of cash
dividends, and future dividend policy
will depend on the bank’s earnings,
capital requirements, financial condi-
tion and other factors considered rel-
evant by the Board of Directors of the
company.

The bank is restricted in its ability to
pay dividends under the national
banking laws and by regulations of
the OCC. Pursuantto 12U.S.C. § 56, a
national bank may not pay dividends
from its capital. Al dividends must be




paid out of undivided profits, subject
to other applicable provisions of law,
Payments of dividends out of undivid-
ed profits (retained earnings) is further
limited by 12 U.S.C. § 60(a), which pro-
hibits a bank from declaring a divi-
dend on its shares of common stock
until its surplus equals its stated capi-
tal, unless there has been transferred
to surplus not less than one-tenth of
the bank’s net income of the preced-
ing two consecutive half-year periods
(in the case of an annual dividend).
Pursuant to 12 U.S.C. § 60(b), the
approval of the OCC is required if the
total of all dividends declared by the
bank in any calendar year exceeds
the total of its net income for that year
combined with its retained net
income for the preceding two years,
less any required transfers 10 surplus.




Porter Keadle Moore, LLP

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors and Stockholders
Liberty National Bancshares, Inc.
Conyers, Georgia

We have audited the accompanying consolidated balance sheet of Liberty National Bancshares, Inc. and subsidiary as of
December 31, 2001 and the related consolidated statements of earnings, comprehensive income, changes in stockholders’
equity and cash flows for the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audit. The financial
statements for 2000 and 1999 were audited by other auditors whose report dated January 18, 2001, expressed an
ungualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the 2001 consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Liberty National Bancshares, Inc. and subsidiary as of December 31, 2001, and the results of their
operations and their cash flows for the year then ended, in conformity with accounting principles generally accepted in
the United States of America.

Atlanta, Georgia
February 28, 2002

Certified Public Accountants

Sulte 1800 = 235 Peachiree Street NE » Allanta, Georgia 30303 ¢ Phone 404-588-4200 - Fax 404-588-4222 » www.pkm.com




LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Consolidated Balance Sheets

December 31, 2001 and 2000

Assets
2001 000

Cash and due from banks S 4,805,299 2,015,665
Federal funds sold 13,245,005 30,000

Cash and cash equivalents 18,050,304 2,045,665
Investment securities available for sale 11,245,863 10,413,138
Other investments 355,008 355,068
Loans, net 72,905,199 50,691,223
Premises and equipment, net 3,831,826 2,924,215
Accrued interest receivable 506,542 517,161
Other assets 517,638 318,566

$ 107,412,440 67,265,036

Liabilities and Stockholders’ Equity

Deposits:
Demand $ 14,683,964 11,834,426
Interest-bearing demand 37,206,928 18,807,903
Savings 2,908,078 2,238,877
Time 41,862,091 22,632,463
Total deposits 96,661,061 55,513,669
Federal funds purchased - 2,500,000
Accrued interest payable and other liabilities 381,744 218,901
FHLB advances 2,500,000 2,500,000
Total liabilities 99.542.805 60,732,570
Commitments

Stockholders’ equity:
Common stock, $1 par value; authorized 10,000,000

shares; 706,188 and 676,188 issued and outstanding 706,188 676,188
Additional paid-in capital 6,471,196 6,051,196
Accumulated earnings (deficit) 668,876 (116,958)
Accumulated other comprehensive income (loss) 23,375 (77.960)

Total stockholders’ equity 7,869,635 6,532,466

$ 107412440 67,265,036

See accompanying notes to consolidated financial statements.
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Consolidated Statements of Earnings

For the Years Ended December 31, 2001, 2000 and 1999

2001 2000 1999
Interest income:
Interest and fees on loans $ 5,810,944 4,522,319 2,704,717
Interest on federal funds sold 227,408 274,156 578,974
Interest on U.S. Treasuries and Government agencies securities 508,581 620,201 58,132
Interest on state, county and municipal securities 69,389 2,971 -
Other investment income 26,507 34.288 132,437
Total interest income 6,642,829 5,453,935 3.474,260
Interest expense:
Interest-bearing demand 654,840 888,296 555,940
Savings 41,813 35,392 23,858
Time 2,067,526 1,361,909 796,635
Other 173,695 164,958 46,419
Total interest expense 2.937.874 2.450,555 1,422,852
Net interest income 3,704,955 3,003,380 2,051,408
Provision for loan losses 295,140 275,519 361.443
Net interest income after provision for loan losses 3.409.815 2,727,861 1.689.965
Other income:
Service charges on deposit accounts 606,518 424,415 250,748
Investment securities gains (losses) 25,808 (4,372) 2,046
Other income 232,955 128,280 70,671
Total other income 865,281 548.323 323,465
Other expenses:
Salaries and other compensation 1,324,468 980,236 732,148
Employee benefits 252,978 213,831 150,823
Net occupancy and equipment expense 489,216 377,761 322,100
Professional and other outside services 177,089 185,302 160,019
Other expense 834,123 703.326 552,313
Total other expenses 3.077.874 2.460.456 1,917.403
Earnings before income taxes 1,197,222 815,728 96,027
Income tax (expense) benefit (411,388) 24,319 -
Net earnings $ 785,834 840,047 96,027
Net earnings per common share:
Basic earnings per common share $ 1,15 1.24 14
Diluted earnings per common share 3 1.11 122 14

See accompanying notes to consolidated financial statements.




LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Consolidated Statements of Comprehensive Income

For the Years Ended December 31, 2001, 2000 and 1999

2001 2000 1999
Net earnings $ 785,834 840,047 96,027
Other comprehensive income (loss):
Unrealized holding gains (losses) on investment securities available
for sale arising during period 179,346 416,013  (557,567)
Reclassification adjustment for (gains) losses on investment
securities available for sale (25.808) 4,372 (2.046)
Total other comprehensive income (loss) before tax 153,538 420,385 (559.613)
Income taxes related to other comprehensive income:
Unrealized holding gains (losses) on investment securities available
for sale arising during period : (60,977) (141,445) 189,572
Reclassification adjustment for gains (losses) on investment
securities available for sale 8.774 {1.486) 696
Total income taxes related to other comprehensive
income (loss) (52,203)  (142,931) 190,268
Total other comprehensive (loss) income, net of tax 101,335 277.454 (369,345
Total comprehensive income (loss) $ 887,169 1,117,501 (273,318)

See accompanying notes to consolidated financial statements.
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Consolidated Statements of Changes in Steckholders’ Equity

For the Years Ended December 31, 2001, 2000 and 1999

Retained Accumulated
Additional Earnings Other
Common Paid-in (Accumulated  Comprehensive
Stock Capital Deficit) Income (Loss) Total
Balance at December 31, 1998 3 676,188 6,051,196 (1,053,032) 13,931 5,688,283
Net earnings - - 96,027 - 96,027
Change in comprehensive income - - - (369.345) (369.345)
Balance at December 31, 1999 676,188 6,051,196 (957,005) (355,414) 5,414,965
Net earnings - - 840,047 - 840,047
Change in comprehensive income - - - 277,454 277,454
Balance at December 31, 2000 676,188 6,051,196 (116,958) (77,960) 6,532,466
Net earnings - - 785,834 - 785,834
Sale of common stock 30,000 420,000 - - 450,000
Change in comprehensive income - - - 101,335 101,335
Balance at December 31, 2001 3 706,188 6,471,196 668,876 23,375 7,869,635

See accompanying notes to consolidated financial statements.
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Consolidated Statements of Cash Flows

For the Years Ended December 31, 2001, 2800 and 1999

—
\O
\O

2001 2000
Cash flows from operating activities:
Net earnings $ 785,834 840,047 96,027
Adjustments to reconcile net loss to net cash used by

operating activities:

Net amortization of premium/discounts in investment securities 44,686 10,537 67,778
Net (gains) losses on sales and calls of mvestment securities
available for sale (25,808) 4,372 (2,046)
Depreciation of premises and equipment 231,583 216,535 177,046
Provision for loan losses 295,140 275,519 361,443
Deferred income tax benefit (99,717) (209,672} -
Gain on sale of other real estate - (30,636) (50)
Decrease (increase) in deferred loan fees (6,107) 10,131 (63,557)
Increase in accrued interest receivable 10,619 (110,916) (158,672)
Increase in accrued interest payable 20,575 9,687 46,517
Change in other assets and other liabilities (9,289) 187,501 (414.447)
Net cash provided (used) by operating activities 1,247,516 1,203,105 110,039
Cash flows from investing activities:
Purchases of investment securities available for sale (12,660,556) (938,353)  (3,317,658)
Purchases of other investments - (50,068) (398,100)
Maturities of investment securities available for sale 87,522 10,056 109,583
Sales of investment securities available for sale 2,424 938 495,625 486,080
Calls of investment securities available for sale 9,450,000 500,000 1,815,442
Calls of other investments - - 273,100
Net change in loans (22,502,979) (10,092,754) (25,239,996}
Purchases of premises and equipment (1,129,194) (21,332)  (1,371,996)
Proceeds from sale of other real estate - 319,086 -
Proceeds from sale of premises and equipment - - 2,540
Net cash used by investing activities (24.340.269) (9,777,740) (27.641.005)
Cash flows from financing activities:
Net change in demand and savings deposits 21,917,764 3,415,177 7,864,505
Net change in time deposits 19,229,628 (134,336) 16,066,736
Proceeds from other borrowings - - 2,500,000
Proceeds of common stock sales 450,000 - -
Net change in Federal funds purchased (2,500.000) 2,500,000 -
Net cash provided by financing activities 39,097,392 5.780.841 26,431,241
Net change in cash and cash equivalents 16,004,639 (2,793,794)  (1,099,725)
Cash and cash equivalents at beginning of period 2,045,665 4.839.459 5.939.184
Cash and cash equivalents at end of period A 18,050,304 2,045,665 4,839,459
Supplemental disclosures of cash flow information and noncash investing
activities:
Cash paid for interest ) 2,917,299 2,440,868 1,376,335
Income taxes $ 400,089 258,538 -

See accompanying notes to consolidated financial statements.




LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Liberty National Bancshares, Inc. (the “Company), formerly known as Rockdale National Bancshares Inc.
provides a full range of banking services to individual and corporate customers through its bank subsidiary,
Liberty National Bank (the “Bank”), formerly known as Rockdale National Bank, located in Conyers, (Rockdale
County) Georgia. The Bank has two offices in Conyers (Rockdale County), Georgia, and one office in Covington,
(Newton County) Georgia and conducts its banking activities primarily in Rockdale County and surrounding
counties. The Company and its subsidiary are subject to the regulations of certain government agencies and,
therefore, undergo periodic examinations by those regulatory authorities.

The Company was incorporated under the laws of the State of Georgia on February 13, 1997, to operate as a bank
holding company pursuant to the Federal Bank Holding Company Act of 1956, as amended. The Company began
its general banking business on October 14, 1997. The consolidated financial statements include the accounts of
the Company and its wholly-owned subsidiary, the Bank. All significant intercompany accounts and transactions
have been eliminated in consolidation.

Basis of Presentation

The accounting principles followed by the Bank and the methods of applying these principles conform with
accounting principles generally accepted in the United States of America (“GAAP”) and with general practices
within the banking industry. In preparing financial statements in conformity with GAAP, management is required
to make estimates and assumptions that affect the reported amounts in the financial statements. Actual results
could differ significantly from those estimates. Material estimates common to the banking industry that are
particularly susceptible to significant change in the near term include, but are not limited to, the determination of
the allowance for loan losses, the valuation of real estate acquired in connection with or in lieu of foreclosure on
loans, and valuation allowances associated with deferred tax assets, the recognition of which are based on future
taxable income.

Investment Securities

The Bank classifies its securities in one of three categories: trading, available for sale, or held to maturity. Trading
securities are bought and held principally for the purpose of selling them in the near term. Held to maturity
securities are those securities for which the Bank has the ability and mtent to hold the security until maturity. All
other securities not included in trading or held to maturity are classified as available for sale. At December 31,
2001 and 2000, all securities were classified as available for sale.

Available for sale securities are recorded at fair value. Held to maturity securities are recorded at cost, adjusted for
the amortization or accretion of premiums or discounts. Unrealized holding gains and losses, net of the related tax
effect, on securities available for sale are excluded from earnings and are reported as a separate component of
stockholders’ equity until realized. Transfers of securities between categories are recorded at fair value at the date
of transfer. Unrealized holding gains or losses associated with transfers of securities from held to maturity to
available for sale are recorded as a separate component of stockholders’ equity. The unrealized holding gains or
losses included in the separate component of stockholders’ equity for securities transferred from available for sale
to held to maturity are maintained and amortized into earnings over the remaining life of the security as an
adjustment to yield in a manner consistent with the amortization or accretion of premium or discount on the
associated security.

A decline in the market value of any available for sale or held to maturity investment below cost that is deemed
other than temporary is charged to earnings and establishes a new cost basis for the security.

Premiums and discounts are amortized or accreted over the life of the related security as an adjustment to the

yield. Realized gains and losses for securities classified as available for sale and held to maturity are included in
earnings and are derived using the specific identification method for determining the cost of securities sold.
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
Other Investments
Other investments include €quity securities with no readily determined fair value. These investments are carried at
cost.

Loans, Loan Fees and Interest Income on Loans
Loans are stated at the principal amount outstanding, net of the allowance for loan losses. Interest on loans is
calculated by using the simple interest method on daily balances of the principal amount outstanding.

Accrual of interest is discontinued on a loan when management believes, after considering economic and business
conditions and collection efforts, the borrower’s financial condition is such that collection of interest is doubtful.
When a loan is placed on nonaccrual status, previously accrued and uncollected interest is charged to interest
income on loans. Generally, payments on nonaccrual loans are applied to principal.

Loan fees, net of certain origination costs, are deferred and amortized over the lives of the respective loans.

Allowance for Loan Losses :

The allowance for loan losses is established through a provision for loan losses charged to expense. Loans are
charged against the allowance for loan losses when management believes that the collection of the principal is
unlikely. The allowance represents an amount, which in management’s judgment, will be adequate to absorb
probable losses on existing loans that may become uncollectible.

Management’s judgment in determining the adequacy of the allowance is based on evaluations of the probability
of collection of loans. These evaluations take into consideration such factors as changes in the nature and volume
of the loan portfolio, current economic conditions that may affect the borrower’s ability to pay, overall portfolio
quality, and review of specific problem loans.

Management believes that the allowance for loan losses is adequate. While management uses available information
to recognize losses on loans, future additions to the allowance may be necessary based on changes in economic
conditions. In addition, regulatory agencies, as an integral part of their examination process, periodically review
the allowance for loan losses. Such regulators may require additions to the allowance based on their judgments of
information available to them at the time of their examination.

Impaired loans are measured based on the present value of expected future cash flows discounted at the loan’s
effective interest rate, or at the loan’s observable market price, or at the fair value of the collateral of the loan if the
loan is collateral dependent. A loan is impaired when, based on current information and events, it is probable that
all amounts due according to the contractual terms of the loan agreement will not be collected.

Premises and Equipment

Premises and equipment are carried at cost less accumulated depreciation. Depreciation is computed using the
straight-line method over the estimated useful lives of the related asset. When assets are retired or otherwise
disposed of, the cost and related accumulated depreciation are removed from the accounts, and any resulting gain
or loss is reflected in income for the period. The cost of maintenance and repairs which do not improve or extend
the useful life of the respective asset is charged to income as incurred, whereas significant renewals and
improvements are capitalized. The range of estimated useful lives for premises and equipment are:

Leasehold improvements 1 year

Buildings 40 years
Equipment and furniture 3 - 10 years
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Income Taxes

The Bank uses the liability method of accounting for income taxes which requires the recognition of deferred tax
assets and liabilities for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and labilities and their respective tax basis. Additionally, this method requires
the recognition of future tax benefits, such as net operating loss carryforwards, to the extent that realization of such
benefits is more likely than not. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which the assets and liabilities are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income tax expense in the
period that includes the enactment date.

In the event the future tax consequences of differences between the financial reporting bases and the tax bases of
the Bank’s assets and liabilities results in deferred tax assets, an evaluation of the probability of being able to
realize the future benefits indicated by such asset is required. A valuation allowance is provided for the portion of
the deferred tax asset when it is more likely than not that some portion or all of the deferred tax asset will not be
realized. In assessing the realization of the deferred tax assets, management considers the scheduled reversals of
deferred tax liabilities, projected future taxable income, and tax planning strategies.

Statement of Cash Flows
For purposes of reporting cash flows, the Bank includes cash on hand, due from banks and federal funds sold as

cash and cash equivalents.

Net Earnings Per Share

Basic net earnings per share is based on the weighted average number of common shares outstanding during the
period. Diluted net earnings per share includes the effects of potential common shares outstanding during the
period. The average market price during the year is used to compute equivalent shares. The reconciliation of the
amounts used in the computation of both basic eamings per share and diluted earnings per share for the years
ended December 31, 2001, 2000 and 1999, is as follows:

Average
Net Shares Per Share
Earnings QOutstanding Amount
For the year ended December 31, 2001:
Net earnings — basic $ 785,834 684,243 $ L1
Effect of dilutive stock options - 22,250
Net earnings — diluted $ 785834 706,493 $§ 1l
For the year ended December 31, 2000:
Net earnings — basic $ 840,047 676,188 $ 124
Effect of dilutive stock options - 13,151
Net earnings — diluted $  B840.047 689,33 $ 122
For the year ended December 31, 1999:
Net earnings — basic $ 96,027 676,188 $§ _14
Effect of dilutive stock options - 11,318
Net earnings — diluted 3 96,027 687,506 § _14
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(2) INVESTMENT SECURITIES
Securities available for sale at December 31, 2001 and 2000, are as follows:

December 31, 2001

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
U.S. Government agencies $ 8,289,741 149,877 105,123 8,334,495
State and municipal 2,150,968 3,263 12,220 2,142 011
Mortgage backed securities 769.736 5,905 6,284 769,357
$ 11,210,445 159,045 123,627 11,245,863

December 31, 2000

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
U.S. Government agencies b 9,666,416 8,839 103,586 9,571,669
State and municipal 533,782 - 10,808 522,974
Mortgage backed securities 331.060 - 12,565 318,495
$ 10531258 8,839 126,959 10,413,138

Other investments consist of Federal Reserve Bank of Atlanta stock, Federal Home Loan Bank of Atlanta stock
and the Bankers Bank stock.

The amortized cost and estimated market value of investment securities available for sale at December 31, 2001,
by contractual maturity, are shown as follows. Expected maturities will differ from contractual maturities because
borrowers my have the right to call or prepay obligations without call or prepayment penalties.

Amortized Estimated

Cost Fair Value
Due in one year or less 3 738,188 740,175
Due after one year through five years 6,666,626 6,755,873
Due after five years through ten years 1,250,000 1,206,287
Greater than ten years 1,785,895 1,774,171
Mortgage backed securities 769,736 769.357

$ 11210445 11,245,863

The following summarizes investment securities sales activities for the years ended December 31, 2001, 2000 and

1999:
2001 2000 1999
Proceeds from sales of securities $ 2,424,938 495,625 486,080
Gross gains on sales of securities 25,808 - 2,046
Gross losses on sales of securities - (4,372) -

Net gains (losses) on sales of securities $ 25,808 (4,372) 2,046
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(2) INVESTMENT SECURITIES, continued
Securities with a carrying value of approximately $5,015,000 and 39,879,000 at December 31, 2001 and 2000,
respectively were pledged to secure public deposits and for other purposes.

(3) LOANS
Major classifications of loans at December 31, 2001 and 2000, are surmnarized as follows:
2001 2000
Commercial $ 8,261,859 6,458,671
Loans secured by real estate:
Construction 16,365,071 16,188,218
Individual mortgage 8,520,477 6,886,301
Commercial mortgage 37,202,361 18,450,434
Installment and simple interest 3.704.269 3.574,531
74,054,037 51,558,155
Less:
Net deferred loan fees 89,203 83,096
Allowance for loan losses 1,059,635 783,836
Net loans 3 72,905,199 50,691,223

The Bank grants loans and extensions of credit to individuals and a variety of firms and corporations located
primarily in Rockdale County and other surrounding Georgia counties. A substantial portion of the loan portfolio
is collateralized by improved and unimproved real estate and is dependent upon the real estate market.

At December 31, 2001, 2000 and 1999, the Bank had no non-accrual loans or loans that were considered impaired.

The following is a summary of transactions in the allowance for loan losses:

2001 2000 1999
Balance, beginning of year $ 783,836 531,024 194,581
Provision charged to expense 295,140 275,519 361,443
Loans charged off (36,266) (46,185) (25,000)
Recoveries of loans previously charged off 16,925 23,478 -
Balance, end of year $ 1,059,635 783,836 531,024

4) PREMISES AND EQUIPMENT
Premises and equipment at December 31, 2001 and 2000, are summarized as follows:

2001 2000

Land and improvements $ 1,694,849 960,114
Buildings and improvements 1,638,684 1,625,532
Furniture, fixtures and equipment 1,190,006 842,520
Leasehold improvements ' 41,754 -
4,565,293 3,428,166

Less: Accumulated depreciation and amortization 733,467 503,951
$ 3,831,826 2,924.215

Depreciation expense and leasehold amortization was $231,583, $216,535 and $177,046 for the years ended
December 31, 2001, 2000 and 1999, respectively.
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued
(5) DEPOSITS
The aggregate amount of time deposits, each with a minimum denomination of $100,000, was approximately

$9,653,000 and $7,135,000 at December 31, 2001 and 2000, respectively.

At December 31, 2001, the scheduled maturities of time deposits are as follows:

2002 $ 30,205,933
2003 8,258,756
2004 2,982,455
2005 184,619
2006 and thereafter 230,328

$ 41,862,091

(6) LONG-TERM BORROWINGS

At December 31, 2001 and 2000, the Bank had two advances outstanding totaling $2,500,000 from the Federal
Home Loan Bank of Atlanta (the “FHLB”). The Bank has pledged approximately $2,799,000 in U.S. Government
securities as collateral for the advances. One of the advances totaling $1,250,000 matures on March 3, 2005, bears
interest at a fixed rate of 6.9% per annum, and provides the FHLB the option beginning March 3, 2003 to convert
these advances into a three-month LIBOR-based floating rate advance. The other advance totaling $1,250,000
matures on March 22, 2005, bears interest at a fixed rate of 6.6% per annum, and provides the FHLB the option
beginning March 22, 2002 to convert these advances into a three-month LIBOR-based floating rate advance. Both
advances were obtained in 2000. If the FHLB elects not to convert the advances, then the Bank may elect to
terminate in whole these transactions on any payment date with the payment of a prepayment fee to the FHLB. If
the FHLB elects to convert the advances, the Bank may elect to terminate the transactions without payment of a
prepayment fee on any subsequent date. As of December 31, 2001, no advances had been converted as described
above.

(7) EMPLOYEE BENEFIT PLANS

The Bank has a contributory 401(k) employee profit sharing plan, subject to certain minimum age and service
requirements. Under the provisions of the plan, employees may contribute from 1 to 15 percent of their salaries,
up to the legal contribution limit, and the Bank matches S0 percent of each employees’ contributions, up to a
maximum of 6 percent. Bank matching contributions vest 20 percent each year for the first five years of
employment. After five years of employment, all previous and subsequent contributions vest 100%. Amounts
expensed in the years ended December 31, 2001, 2000 and 1999, as a result of the Bank’s contributions to the
plan, totaled approximately $33,800, $16,700 and $6,000, respectively.

(8) INCOME TAXES
The components of income tax expense (benefit) for the years ended December 31, 2001 and 2000 are as

follows:
2001 2000
Current $ 511,105 185,353
Deferred (99.717) (209.672)

$ 411,388 (24,319)
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(8) INCOME TAXES, continued
The differences between the provision for income taxes and the amount computed by applying the statutory federal
income tax rate to earnings before income taxes are as follows:

2001 2000 1999
Pretax income at statutory rates $ 407,055 277,348 32,649
Add (deduct):
Decrease in valuation allowance - (328,272) (38,140)
Nondeductible expenses 8,082 3,244 5,491
Tax exempt income (23,929) - -
State income taxes and other 20,180 23,361 -
Income taxes (benefit) $ 411,388 (24,319) -

The following summarizes the tax effects of temporary differences comprising the net deferred tax asset:

2001 2000
Deferred income tax assets:
Allowance for loan losses $ 384,856 282,789
Unrealized loss in investment securities available for sale - 40,162
Deferred loan fees and other 40,649 31.543
Total deferred income tax assets 425,505 354,494
Deferred income tax liabilities:
Unrealized gain on investment securities available for sale (12,040) -
Accumulated depreciation (116,117) (104,661)
Total deferred income tax liabilities (128.157) (104.661)
Net deferred income tax asset $ 297,348 249,833

(99 RELATED PARTY TRANSACTIQONS
The Bank conducts transactions with directors and officers, including companies in which they have beneficial
interest, in the normal course of business. It is the Bank’s policy to comply with Federal regulations that require
that loan and deposit transactions with directors and executive officers be made on substantially the same terms as
those prevailing at the time made for comparable loans and deposits to other persons.

The Bank had deposits for related parties totaling approximately $4,136,000 at December 31, 2001. Additionally,
the following table summarizes related party loan activity during 2001:

Beginning balance $ 3,184,188
New loans 3,480,100
Repayments (1,523.388)
Ending balance § 5140900

During 2001, the Bank made payments of approximately $360,000 to the business interests of a director as
contractor for land improvements and site preparation for a new branch bank.
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¢ LIBERTY NATIONALL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(1¢) REGULATORY MATTERS

The Company and the Bank are subject to various regulatory capital requirements administered by the federal
banking agencies. Failure to meet minimum capital requirements can initiate ‘certain mandatory and possibly
additional discretionary action by regulators that, if undertaken, could have a direct material effect on the
Company’s financial statements. Under capital adequacy guidelines and the regulatory framework for prompt
corrective action, the Company and the Bank must meet specific capital guidelines that involve quantitative
measures of assets, liabilities and certain off-balance-sheet items as calculated under regulatory accounting
practices. The capital amounts and classifications are also subject to qualitative judgments by the regulators about
components, risk weightings and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company and the Bank to
maintain minimum amounts and ratios (set forth in the table below) of total and Tier I capital (as defined) to risk-
weighted assets (as defined) and of Tier I capital (as defined) to average assets (as defined). Management believes,
as of December 31, 2001, the Company and the Bank met all capital adequacy requirements to which they are
subject.

As of December 31, 2001 and 2000, the most recent notification from the bank regulators categorized the Bank as
well capitalized under the regulatory framework for prompt corrective action. To be categorized as well
capitalized the Bank must maintain minimum total risk-based, Tier I risk-based, and Tier I leverage ratios as set
forth in the table. There are no conditions or events since that notification that management believes have changed
the Bank’s category.

The consolidated and bank only actual capital amounts and ratios for 2001 and 2000 are presented in the following
table (in thousands).

To Be Well
Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2001
Total Risk-Based Capital (to Risk-
Weighted Assets):
Consolidated $ 8,900 10.6% 6,747 8.00% N/A N/A
Bank $ 8,439 10.0% 6,723 8.00% 8,403 10.00%
Tier 1 Capital (to Risk-Weighted Assets):
Consolidated $ 7,846 9.3% 3,373 4.00% N/A N/A
Bank $ 7,388 8.8% 3,361 4.00% 5,042 6.00%
Tier 1 Capital (to Average Assets):
Consolidated $ 7,846 8.9% 3,508 4.00% N/A N/A
Bank 3 7,388 7.6% 3,914 4.00% 4,892 5.00%
As of December 31, 2000
Total Risk-Based Capital (to Risk-
Weighted Assets):
Consolidated $ 7,289 13.5% 4,335 8.00% N/A N/A
Bank $ 6,846 12.7% 4,325 8.00% 5,407 10.00%
Tier I Capital (to Risk-Weighted Assets):
Consolidated $ 6,610 12.2% 2,167 4.00% N/A - N/A
Bank § 6,169 11.4% 2,163 4.00% 3,244 6.00%
Tier I Capital (to Average Assets):
Consolidated $ 6,610 10.0% 2,652 4.00% N/A N/A

Bank $ 6,169 9.4% 2,635 4.00% 3,294 5.00%
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY '
Notes to Consolidated Financial Statements, continued

(10) REGULATORY MATTERS, continued
Dividends paid by the Bank are the primary source of funds available to the Company. Banking regulations limit
the amount of dividends that may be paid without prior approval of the regulatory authorities. The amount of
dividends the Bank may pay in 2002 without prior approval is limited to the retained earnings of the Bank which
amounted to approximately $938,000.

(11) STOCK OPTIONS
The Company maintains a stock option plan, which allows for a total of 100,000 common stock options to be
granted to members of the Board of Directors. The exercise price for each option shall be the average market
price of a share of stock on the date of grant.

Options outstanding and activity for the years ended December 31 under this plan, consisted of the

following:
2001 2000 1999
Weighted Weighted Weighted
Avg. Avg. Avg.
Shares Exercise Price Shares Exercise Price Shares Exercise Price

Beginning of period 48,500 $10.27 44,000 $10.09 40,000 $10.00
Granted 4,500 12.50 4,500 12.00 4,000 11.00
Exercised - - - - . .
Cancelled - - - - - -
End of period 53,000 $.10.46 48,500 $10.27 44,000 $10.09

At December 31, 2001, these options had a weighted-average remaining contractual life of 7.5 years and all option
shares under this plan were exercisable at prices ranging from $10.00 to $12.50.

The Company maintains a stock option plan, which allows for a total of 100,000 common stock options to be
granted to eligible directors, officers and key employees. Stock options granted under this plan may be incentive
stock options or nonqualified stock options. The Board of Directors may grant incentive stock options or
nonqualified stock options to any director, officer, or other employee, including an employee who is a director of
the Company. Such shares may be treasury, or authorized, but unissued, shares of common stock. The options
granted vest ratably over a three-year period.

The exercise price for options granted as either an incentive stock option of as a nonqualified stock option must be
equal to 100 percent of the market price on the day the option is granted, as determined by the Board of Directors.
The exercise price under an incentive stock option granted to a person owning stock representing more than 10
percent of the Company’s common stock must equal at least 110 percent of the fair market value at the date of the
grant, but in no case less than par value, and such option is not exercisable until five years from the date the
incentive stock option is granted.

Options outstanding and activity for the years ended December 31 under this plan, consisted of the following:

2001 2000 1999
Weighted Weighted Weighted
Avg. Avg. Avg.
Shares Exercise Price Shares Exercise Price Shares Exercise Price
Beginning of period 35,114 $10.90 23,774 $10.33 22,129 $10.00
Granted 2,000 12.75 11,515 12.10 7,436 11.11
Exercised - - - - - -
Cancelled (250) 10.90 (175) 10.97 (5.791) 10.08

End of period 36,864 $.11.00 35,114 $10.90 23,774 $1033
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(11) STOCK OPTIONS, continued
At December 31, 2001, the options had a weighted average remaining contractual life of 7.5 years and there were

24,852 shares exercisable at prices ranging from $10.00 to $13.00.

Statement of Financial Accounting Standards No. 123 (“SFAS 123”), “Accounting for Stock-Based
Compensation,” encourages, but does not require, entities to compute the fair value of options at the date of grant
and to recognize such costs as compensation expense immediately if there is no vesting period or ratably over the
vesting period of the options. The Company has chosen not to adopt the cost recognition principles of this
statement and accounts for stock options under Accounting Principles Board Opinion No. 25 and its related
interpretations. Had compensation costs been determined based upon the fair value of the options at the grant
dates consistent with the method of SFAS No. 123, net earnings would have reflected the proforma amounts

below:
) 2001 2000 1999
Net income:
As reported $ 785,834 840,047 96,027
Proforma 763,434 788,564 54,515
Basic earnings per common share:
As reported 3 1.15 1.24 .14
Proforma 1.12 1.17 .08
Diluted earnings per common share:
As reported hY 1.11 1.22 .14
Proforma 1.08 1.14 .08

The fair value of the options on the grant date using the Black-Scholes pricing model, no dividend yield and an
expected life of 10 years and other information used to estimate the fair value is as follows:

2001 2000 1999
Weighted fair value of options at the
grant date $ 4.85 5.72 4.67
Risk-free interest rates 5% 6.04% -6.70% 4.63%-5.55%
Volatility 0% 25% 15%

(12) COMMITMENTS AND CONTINGENCIES
The Bank is a party to financial instruments with off-balance sheet risk in the normal course of business to meet
the financial needs of its customers. These consolidated financial instruments include commitments to extend
credit. These instruments involve, to varying degrees, elements of credit and interest rate risk in excess of the
amount recognized in the balance sheet. The contract amounts of these instruments reflect the extent of
involvement the Bank has in particular classes of financial instruments.

The Bank’s exposure to credit Joss in the event of nonperformance by the other party to the financial instrument
for commitments to extend credit is represented by the contractual amounts of these instruments. The Bank uses
the same credit policies in making commitments and conditional obligations as it does for on-balance sheet
instruments.
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(12) COMMITMENTS AND CONTINGENCIES, continued
Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any
condition established in the contract. Commitments generally have fixed expiration dates or other termination
clauses and may require payment of a fee. Since some of the commitments are expected to expire without being
drawn upon, the total commitment amounts do not necessarily represent future cash requirements. At December
31, 2001 and 2000, commitments to extend credit totaled $15,295,000 and $14,779,000, respectively. The Bank’s
experience has been that approximately 65 percent of loan commitments are drawn upon by customers.

The Bank evaluates each customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained,
if deemed necessary by the Bank, upon extension of credit is based on management’s credit evaluation of the other
party. Collateral held varies but may include: accounts receivable; inventory; property, plant and equipment; and
income-producing commercial properties on those commitments for which collateral is deemed necessary.

Standby letters of credit are conditional commitments issued by the Bank guaranteeing the performance of a
customer to a third party. The Bank holds collateral supporting these commitments as deemed necessary. At
December 31, 2001 and 2000, commitments under standby letters of credit totaled approximately $22,900 and
$44,900, respectively.

The Company has an employment agreement with the President and Chief Executive Officer of the Bank. The
employment agreement expires February 21, 2003. The arrangement provides for an annual base salary, plus
medical insurance premiums, and such other benefits which are generally made available to other senior executives
of the Company and the Bank. In the event of a change in control of the Company, the officer will be paid a lump
sum distribution equal to three times his annual compensation, including bonuses.

(13) SUPPLEMENTAL FINANCIAL DATA
Components of other non-interest expenses in excess of one percent of total interest and other income for any of
the respective years are as follows:

2001 2000 1999
Supplies and forms $ 83,985 55,531 59,588
Telecommunication $ 54,085 34,750 38,939
Data processing expense $ 236,891 187,871 149,540

(14) TFAIR VALUE OF FINANCIAL INSTRUMENTS
The assumptions used in the estimation of the fair value of the Company’s financial instruments are detailed
below. Where quoted prices are not available, fair values are based on estimates using discounted cash flows and
other valuation techniques. The use of discounted cash flows can be significantly affected by the assumptions used,
including the discount rate and estimates of future cash flows. The following disclosures should not be considered
a surrogate of the liquidation value of the Company, but rather a good-faith estimate of the increase or decrease in
value of financial instruments held by the Company since purchase, origination or issuance.

Cash and Cash Equivalents
For cash, due from banks and federal funds sold, the carrying amount is a reasonable estimate of fair value.

Investment Securities
Fair values for investment securities are based on quoted market prices.

Other Investinents
The carrying value of other investments approximates fair value.
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY

Notes to Consolidated Financial Statements, continued

(14) FAIR YALUE OF FINANCIAL INSTRUMENTS, continued

Loans

The fair value of fixed rate loans is estimated by discounting the future cash flows using the current rates at
which similar loans would be made to borrowers with similar credit ratings. For variable rate loans, the
carrying amount is a reasonable estimate of fair value.

Deposits
The fair value of demand deposits, savings accounts, NOW accounts and money market deposits is the

amount payable on demand at the reporting date. The fair value of fixed maturity certificates of deposit is
estimated by discounting the future cash flows using current rates at which comparable certificates would
be issued.

Accrued Interest
The carrying value of accrued interest receivable and payable approximates fair value.

FHLB Advances
The fair value of the FHLB borrowings are estimated using discounted cash flows, based on the current
incremental borrowing rates for similar types of borrowing arrangements.

Commitments to Extend Credit and Standby Letters of Credit
Because commitments to extend credit and standby letters of credit are made using variable rates, or were
recently executed, the contract value is a reasonable estimate of fair value.

Limitations

Fair value estimates are made at a specific point in time, based on relevant market information and
information about the financial instrument. These estimates do not reflect any premium or discount that
could result from offering for sale at one time the Company’s entire holdings of a particular financial
instrument. Because no market exists for a significant portion of the Company’s financial instruments, fair
value estimates are based on many judgments. These estimates are subjective in nature and involve
uncertainties and matters of significant judgment and therefore cannot be determined with precision.
Changes in assumptions could significantly affect the estimates.

Fair value estimates are based on existing on and off-balance-sheet financial instruments without
attempting to estimate the value of anticipated future business and the value of assets and liabilities that are
not considered financial instruments. Significant assets and liabilities that are not considered financial
instruments include deferred income taxes and premises and equipment. In addition, the tax ramifications
related to the realization of the unrealized gains and losses can have a significant effect on fair value
estimates and have not been considered in the estimates.

The carrying amount and estimated fair values of the Company’s financial instruments at December 31, 2001
and 2000 are as follows:

2001 2000
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Assets:
Cash and cash equivalents $ 18,050,034 18,050,034 2,045,665 2,045,665
Investment securities available for sale  $ 11,245,863 11,245,863 10,413,138 10,413,138
Other investments $ 355,068 355,068 355,068 355,068
Loans $ 72,905,199 73,153,437 50,691,223 50,261,745
Accrued interest receivable $ 506,542 506,542 517,161 517,161
Liabilities:
Deposits $ 96,661,061 97,621,468 55,513,669 55,663,324
Accrued interest payable $ 96,533 96,533 75,958 75,958
FHLB advances $ 2,500,000 2,845,808 2,500,000 2,572,925
Unrecognized financial instruments:
Commitments to extend credit 3 - 15,295,000 - 14,779,000
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LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY

Notes to Consolidated Financial Statements, continued
(15) CONDENSED FINANCIAL INFORMATION OF LIBERTY NATIONAL BANCSHARES, INC.

Balance Sheets

December 31, 2001 and 2000

2001 2000
Assets
Cash 3 9,031 16,676
Federal funds sold 25,000 30,000
Investment in subsidiary 7,406,254 6,097,189
Investment securities available for sale 408,500 390,976
Other assets 39,448 26,403
$ 7,888,233 6,561,244
Liabilities and Stockholders’ Equity
Accounts payable $ 18,599 28,777
Stockholders’ equity 7.869,634 6,532,467
$ 7,8887233 6,561,244
Statements of Earnings
For the Years Ended December 31, 2001, 2000 and 1999
2001 2000 1999
Income:
Investment securities available for sale $ 21,791 22,461 21,739
Federal funds sold 1,509 1,172 2,844
Dividends from subsidiary 50.000 50,000 -
73,300 73,633 24,583
Other operating expenses:
Legal and accounting fees 45,170 75,169 60,935
Other professional fees 15,611 11,663 21,126
Other expense 17,129 5.497 2.032
77.910 92.329 84.093
Loss before income taxes and equity in undistributed
earnings (loss) of bank subsidiary (4,610) (18,696) (59,510)
Income tax benefit 21,146 - -
Earnings (loss) before equity in undistributed earnings of
bank subsidiary 16,536 (18,696) (59,510)
Equity in undistributed earnings of bank subsidiary 769.298 858,743 155,537

Net earnings $ 785834 840,047 96,027




LIBERTY NATIONAL BANCSHARES, INC. and SUBSIDIARY
Notes to Consolidated Financial Statements, continued

(15) CONDENSED FINANCIAL INFORMATION OF LIBERTY NATIONAL BANCSHARES, INC.,
continued

Statements of Cash Flows

For the Years Ended December 31, 2001, 2000 and 1999

st
O
O

2001 2000

Cash flows from operating activities:
Net earnings $ 785,834 840,047 96,027
Adjustments to reconcile net earnings
to net cash provided (used) by operating activities:

Equity in undistributed earnings of bank subsidiary - {769,298) (858,743)  (155,537)
Accretion of discount on investment securities - 2,209 (139)
Increase (decrease) in accounts payable (10,177) 22,506 6,271
Change in other assets and liabilities, net (19.004) (3,068) -
Net cash provided (used) by operating activities (12,645) 2,951 (53,378)
Cash flows from investing activities consisting of contributions
to subsidiary (450,000) - -
Cash flows from financing activities consisting of proceeds from
sale of stock 450,000 - -
Net change in cash (12,645) 2,951 (53,378)
Cash and cash equivalents at beginning of the period 46,676 43.725 97,103

Cash and cash equivalents at end of the period $ 34,031 46,676 43,725
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Sharehelder Information

The Company’s Annual Meeting
of Shareholders will be held
Wednesday, May 15, 2002, at 4 p.m.
at the Company’s offices, located at
1000 Georgia Highway 138, Conyers,
Georgia 30013.

Form 10K

A copy of the Company’s 2001
Annual Report on Form 10-KSB, filed
with  Securities and Exchange
Commission, is available free of
charge upon written request to J.
Richard Cheatham, Jr, Chief
Financial Officer, Liberty National
Bancshares, Inc., P.O. Box 82030,
Conyers, Georgia 30013,

Smith, Gambrell, & Russell, LLP
Atlanta, Georgia

Independent Auditors

Porter Keadle Moore, LLP
Atlanta, Georgia

Registrar & Transfer Company
Cranford, New Jersey

Branch locgalions

Conyers Main Office
1000 Georgia Highway 138
Conyers, Georgia 30013
770-785-7880 (phone)
770-785-7107 (fax)

Conyers Northside Office
1600 Georgia Highway 20
Conyers, Georgia 30012
770-761-9209 (phone)
770-761-0961 (fax)

Covington Main Office {
9100 Covington Bypass
Covington, Georgia 30014
678-342-7242 (phone)
678-342-6106 (fax)
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www libertywebbank.com
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