
1Ji Ill II

13001105

mes
National

corp oration



National



AMES NA11ONAL CORPORATKTJN

AT GLANCE
Ames National Corporation the Company is an Iowabased bank

holding company The Company was organized and incorporated on

January 21 1976 under the laws of the State of Iowa to serve as

holding company for its principsl banking subsidiary First National Bank

Ames Iowa In 1983 the Company acquired the stock of the State Bank

Trust Co located in Nevada Iowa in 1991 the Company through

newly-chartered state bank known as Boone Bank Trust Co acquired

certain assets and assumed certain liabilities of the lormer Boone State

Bank Trust Company located in Boone Iowa in 1995 the Company

acquired the stock of the Reliance State Bank formerly known as

Randall-Story State Bank located in Story City Iowa and in 2002 the

Company chartered and commenced operations of United Bank Trust

NA located in Marshalltown Iowa In 2012 Reliance State Bank acquired

two offices in Garner and Klemme Iowa Today each Affiliate Bank is

operated as whollyowned subsidiary of the Company

Each Affiliate Bank operates wiih local board of directors and local

bank president All decisions arz made locally which means customers

receive quick responses to questions and services are custoniized to

meet customer needs in each community The principal sources of

Company revenue are interest and fees earned on loans made by the

Company and Affiliate Banks interest on fixed income investments fees

on trust services provided by those Affiliate Banks exercising trust

powers service charges on deposit accounts maintained by Affiliate

Banks gain on sale of loans and securities gains

The Affiliate Banks lending activities consist primarily of shortterm and

mediumterm commercial and residential real estate loans agricultural

and business operating loans and lines of credit equipment loans vehicle

loans personal loans and lines of credit home improvement loans and

origination of mortgage loans for sale into the secondary market Affiliate

Banks also offer variety of demand savings and time deposits cash

management services merchant credit card processing and safe deposit

box services Convenient access to funds and account information is also

available through online banking mobile banking online bill pay online

statements and debit cards

The Company provides various services to the Affiliate Banks which

include management assistance internal auditing services human

resources services and administration compliance management

marketing assistance and coordination loan review and technology

support Company staff handles the backroomn operations that make the

Company more efficient so the Affiliate Bank staff can focus on what they

do best banking and taking care of customers financial needs

The principal executive office of Ames National Corporation is locaterl

at 405 5th Street Ames Iowa 50010 The Companys phone number is

515 2326251 More information about the Company can also be found

at www.amesnational.com
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in the safety and soundness our organizabon This growth however

may challenge our ability to produce Return on Average Assets ROAA

results at historic levels As assets grew during the year new or repriced

earning assets generated less interest income given the low interest rate

environment ROAA was 1.24th for 2012 compared to 1.38% for the

same period in 2011 Return en Average Equity ROAE was 10.08% for

the year compared to the 10.82% in 2011 Although the Companys

ROAA and ROAE were slightly lower than last year these ratios still

generally cumpared favorably to peer group averages as shown below

Ames Nationa Corporation vs FDC insured banks

RUM and RUAE

Industry IowaBased Banks

ROAA 1.24% 104%

Efficiency ratios measure an oganizabons ability to convert resources

into revenue The lowrn the number the more efficient the organization

The Companys efficiency ratio for 2012 was 52.33% compared to

49.80% in 2011 The higher efficiency ratio can be mostly attributed to

the increase in noninterest exgense due to the acquisition On positive

note the Company compares avorably to industry averages The

efficiency ratio for FDIC insurei banks was 61 .60%

major highlight for the year was the 16.3% increase in loans Loans

grew from $439 million in 2011 to just over $510 million in 2012 The

continued irmcrease in loan demand is positive indication that the

economic environment is improving specifically in the commercial area

In some markets affiliate banks are seeing more opportunities than in

recent years and it is an encouraging sign that businesses may he

looking to exp.and

Deposits grew to record levels from $819 million in 2011 to over

$1 billion in 2012 increase is mainly the result of the assumption

of deposits as part of the acguisifion and continued growth in demand

NOW and money market account balances With the abundance in

deposits we had ample dollars available to fund loan growth as well as

increase the Companys security portfolio Securities available-for-sale

as of December 31 2012 increased to $588 million compared to $509

million as of December 31 2011 mainly as result of increased

purctmases rU U.S government mortgage-backed securities state and

political subdivision bonds and corporate bonds

ChaVenges

One of the major challenges Ames National Corporation affiliate banks

is facing is the compression of the net interest margin Market interest

rates remain at historically low levels As loans and investments repay

or mature they are repricing at lower interest rates Short term interest

rates on deposits have been low for some time In essence average

asset yields are declining more rapidly than funding costs in the current

environment This net interest margin pressure is not urrique challenge

for our organization It is affecting majority of the banking industry

In fact twd-thirds of all banks reported year-over-year declining interest

margins in the fourth quarter of 2012 Maintaining margins will continue

to be an important variable in our focus on achieving aboveaverage

ROAA and ROAE results

Growth and Expansion

As we discussed briefly in the 2011 Report to Shareholders Ames

National Corporation purchased two offices in north central Iowa in April

of 2012 Through this process Reliance State Bank assumed all accounts

held at offices in Garner and Klemme Iowa We have been pleased with

the results of this acquisition as it has had positive effect on earnings

In fact this purchase was accretive to the bottom-line within the first year

as Reliance State Ranks 2012 net income of $1.8 million marked

$600000 or 49% increase over 2011 Ttie acquisition contributed to

increases in net income net interest income and noninterest income

This profitable growth allows us to increase dividends arid augment

capital levels In 2012 Ames National Corporation paid dividends of

$0.60 per share to shareholders compared to $0.52 per share in 2011

ROAE 10.08% 10.57%

coritThued 0t7 flcXt page.

the WOrk and di ctOfl that accompanes the record levels

net incom set depo and loans
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GROWTH THROUGH
ACQUISON

2012 was an exctng year of growth for

Ames Nationa Corporation Aa part OLU

tra eg to st enqth and paid oo boa na rare

ai cc State an co Bk th pore hose toe bai

otto of fiber Bar ated Garner and

Klemr Oi 2C12 OSE iche aera

oh wed to and is ot of the aequ hon

ie Go spar dde at OX ator 98 in tior in depo rite

and $1 rr ii em to th Bar is ha arm ci

no pW to Ran Ia Ste ry te Br te ir

tate Bank cv npc iart It the expa icc

per pose of pdat the an cii re eva to stir or or

tr lit on ratro to ire in ent cor uo

as well to Barr and irne We rc rtor

nair tali th st ft ti Ca icr in othceo so

the sooe famlr acm ra how to dAr or Ito

respons cc reliable hi Is ye

acenstomod barker tin ricrab rengtt of Ames

National Corporat the tra is tior ie dyed

bott mark 4s

Tb ri he orn lease It rupor ti

Rob ii St rice roe in onr wed to $1

rnbur frri 2W to2012 irqoi inenirirt it

rio Cr em in ho hire item nro ne riicimre

ir or re We ye also beer for Ii ote to et rr err

Vet sto no po rr lb oe rr

be tbr bLr cc thu te an ar ir ory

bar im rid off rid ti toe Ic

or istoi cc by 1i an ab

Oi de tel qroi ntr hi rI

riarkets rid we oo Ii iv it exa ire ot nor Oc

cOO ire tel jni

RELiANCE STAlE BANK RESULTS
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Welcome to our Reliance State Bank Garner and Klemme staff
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FWEYEAR
PERFORMANCE RECORD

AVERAGE DEPOSFS AVERAGE LOANS

31

AVERAGE TOTAL ASSETS

163 455 S7J 51er

EARNINGS PER SHIRE

$1350

$1 00

51400

$1

$1300

$1

$1 11

10

110

$1000

BOOK VALUE PER SHARE

11
2000 2009 200

DECLARED DIVIDENDS PER SHARE

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Drectors of Ames Natona Corporatiom

We have audited ir accordance with the standards of thr Public

Company Accounting Oversgtt Board United States the consolidated

bala cc sheets of Ames Natio ial Corpo at oi and subsidiar os as of

December 31 2012 and 2011 and the related ronsordated statements

of income compreber sive incurne not presented herein stockholders

equity not presented herein rid cash flows not presented hereirfor

cash of the tl ree years in the 2eriod ended December 31 2012 aid in

our report dated March 12 2t 13 expressed or urrqua fled
opiriro

err those consolidated firrarrcia statements
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In our op ion the inferrrrator set forth iii the accompanying ron lenscd

en rsolidated nancral statenrerrts is fairly presented in ma rio

respects in relation to the cor solrdoted noire ai statersie its frol which

it has been derived

ChftonLarsonAllen LLP

West Des Mor res Iowa

March 12 2013
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CONDENSED CONSOUDATED
STATEMENTS OF INCOME

Years Ended December 31

2012 2011 2010

INTEREST INCOME

Louis 24/61633

ritres

Taxable 058 536 993

Tax exeript 76/54 6.uu hr

nterest heanng deuos Is or federa funds so ci 484 004 166 1/u 188 98

Total rnterest ncomo 33 /38

INTEREST EXPENSE

Depas ts 47 33 31 41

Other borrowed fu ids 1279601 16 39

Total ntere expense 941 /30 01

Net nterest income 32 319 81 64

Provision for oan losses

Net interest naome ftr
32 217

provision fcr loan losses

NONINTEREST INCOME

Trust servces rncornc 060 308 016 91 18

Se vies tees a/86/2 0u 623 332

Secant es gars net 646755 03

0th ha i1eniporary mpc nnent urvesfrrrerrt aecuritrus 239851 If

Cain sale of bar held or sac P3122 9128

Lt aid aad sc 0a2

th runrntercst ncome 16476 84u

Total nonnilorest ncome 69/3 333 6536 /9

NONINTEREST EXPENSE

Sala xs and employee be sIts l246a 13

Data processr rg 22 00 $j

Occupancy expenses 462 315 1110303

usura ice assessm3r ts 66 28C

33cr nab en ate owned n3 482 904 350

Core leposit rntarigib arnar ti/utbon 196 736

Other operat nq expenses net 291 /22 r8

Total nonmlerest expense 20 8029r 18 831 3/2

Incoms before ncome taxes 18 929 9j1 534

PROVISION FOR INCOME TAXES 1/1/643

NET INCOME 182 308 332 81

Dus nd di uted ear ii gn pr 48
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AWARDS
RECOGNITIONS
Recent Recognitions

Ranked traded on the NYSF NYSE sicx ard ISDAD OMX exchange hi Bank to

sgazin arid Sa idler Ni II 2lO

Nar ied to KBWs Hank Ho mr Rn as one of the Ok utme

Ranked among th top rr if reentry by SNL Hmmnini 12

Rankco anor the

Amermcar Bar ker Magazine 12

Ranked
ii

the

Scorecard for prolmtab Irty cipital strength and assct qoalmty by Barmk Drrector Meg izine 12

Ra koc as die holdr
rg cow iar based on total depo rt

Community nvovernert Awards

State Ba rk Tros Co SBTC was honored by the Iowa Bankers

Assocration IRA as 2012 am onrt Betterment Award roe en

tic awarrl was prcsented dor
rg

the IBAs annoa convent on or

Septer rber 2012 Des Mel ics

SBJC was monored for ts pa0iershrp wrth the Nevada Coiinonrty

Schools oi providrrrg an ongom trnan mal edLrcatron proqrarrr at

grade levels on the Lrl Co is bank rn tte olemerrtary sntrool to the

vcat Dr lrrc Tamnirrg modi Icr that are ncorporated at the high sctrool

leve SBTC ms dedrnated to incmas igthc nairma rteracy of yooth

5BPS was orre of three banks selected as 2012 IRA Comrnonity

Rettermerm Award wrrrners Banks ross the state had the opporton

to sob ad therr comnri onrty based
Prof

ects to be revrewed by panel of

jodges The
nrrmrrg

banks we honored by the BA for de aonstrating

trrgh eve of comm tmnent to to cornmonrt es they serve

State Bank irust Co Marketing Orrector Drarre Whrte

and Bank President Sieve McGOI accept the award

irr assets basrd orr car crac HOL by tI

based on tc 2112 Br riPe erman
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Organized Retance State Bark tormehy known as Randat -Story State Bank Story City Iowa is an Iowa

state-chartered FDIC insured commercial hank Organized in 1928 Reliance Bank was acquired by The

Company in 1995 through stock transaction whereby the then shareholdbrs ot Reliance Bank ekchdnged all

their Reliance Bank stock tor stock in the Company In 2012 Reliance Bank acquired the Garner IoAa and

Klenime Iowa ottices with purchase and assumption transaction wherehy Reliance Bank purchased certain

assets and assumed certain liabiliDies in exchange for cash payment

Financial Highlights As at December 31 2012 Reliance Bank had capital at $24609000 arid 31 full-

time eqLilvalerit employees Reliance Bank had net income for the years ended December 51 2012 2011 and

2010 of approximately $1833000 $1234000 and $1144000 respectively Total assets as of December

31 2012 2011 and 2.010 were approximately $021799000 $91279000 and $85062000 respectively

Locations Contact nformation

606 Broad Street Story City Phone 1515 733-4396

175 3rd Street Garner Fax 515 733-2068

100 Main Street Kiemme Web www.RSBiowa.com

Email info@rsbiowa.com

Board Of Directors Back Row Left to Right army vimi/orandr .Jonn NeIion HHvrrr .1.2 rr7PL 2ry HJiQxmOP

Front Row Lett to Right Pain/ri .0 Thrxnason emma i//k/d/// Hcraro Scum/er

Organized Ihe Bank was organized in 1939 and acqLured by the Company in 1983 through stock transaction

wheroiy those shareholders ot Sthte Bank exchangerl all ot their State Bank stock for stock in the Compdny

Financial Highlights As of December 20 2012 State Bank had
capital

ot $16858000 and 26 tLiIl-time

equivalent employees State Bank han net income for the years ended December 31 .2202 2011 and 2010 of

aoproximnately $22 $2D59000 and $2465000 respectively
Total assets as of December 31 2012 2011

and 2010 were anproximately $151859000 $148839000 and $135695000 respectively

Locations Contact nformation

Main Office Phone 515 382-2191

1025 6th Street Nevada Fax 515 382-3826 SrKriBA.1NK

405 Mn Street Cola au mteWharikvbt corn

TRUST Co

Board Of Directors Back Row Left to Right Mteimeiim ii Cassabaerr Pun Ju1mr Sarnue/snn Sichsrd Li iKrrkem L.auiieL Henry

Front Row Left to Right Stecten 02 /14cC/li and Thomas .oftimnan

Organized The Bank was chatered as national bank in June 2002

Financial Highlights As c.t December 31 2012 Ureted Bank had
capital

of $13345000 arid 21 tulItime

equivalent employees United Bank had net income for the years ended December 31 2012 2011 amid 2010 ot

approximately $1269000 $1228000 and $1205000 respectively Total assets as of December 31 $012

2011 and 2010 were aDoroximnately $107627000 $l 07555000 ann $106819000 respectively

Locations Contact lnformation

Main Office Phone 641 753-5900

2101 Center Street Marshalltown Fax 641 753-0800

Courthouse Branch Web www.ubtna.com

29 Center Street Marshalltown Email info@ubtna.com

UNITED BANK TRUST
Board Of Drnectors Back Row Left to RghtMmct/ard Ilk B/earn Jot/n Wse and lncnas me n-o/mirnan

Front Row Left to Right /11//tim 1/ Brown Larry /1 m/nr/ iLdIhy B.mmkr/r Curt/s .4 //ntt Kevin haartr

15
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