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ABIGAIL  ADAMS  NATIONAL  BANCORP,  INC.  AND  SUBSIDIARY

Condensed C onsolidated Balance Sheets

March 31, 2003 (unaudited) and December 31, 2002 

March 31, December 31,

2003 2002

Assets

Cash and due from banks $8,161,451 $7,507,145

Federal funds sold 13,195,156 8,469,016

Interest-bearing deposits in other banks 7,390,565 3,486,332

Investment securities available for sale at fair value 16,366,216 16,314,939

Investment securities held to maturity (market value of $9,111,420 and 
$10,272,046 for 2003 and 2002, respectively 9,086,475 10,229,905

Loans 152,214,185 156,536,280

 Less: allowance for loan losses (2,376,135) (2,296,608)

Loans, net 149,838,050 154,239,672

Bank premises and equipment, net 1,446,969 1,211,943

Other assets 3,495,235 3,490,692
Total assets $208,980,117 $204,949,644

Liabilities and Stockholders’ equity

Liabilities:

Deposits

Noninterest-bearing deposits $47,653,127 $46,890,447

Interest-bearing deposits 121,037,363 127,877,743

Total deposits 168,690,490 174,768,190

Short-term borrowings 6,209,881 7,312,776

Long-term debt 10,701,470 724,151

Other liabilities 1,681,154 952,686

Total liabilities 187,282,995 183,757,803

Commitments and contingencies (Note 2)

Stockholders’ equity:
Common stock,  $0.01 par value, authorized 5,000,000 shares; issued 3,024,251            

shares in 2003 and 3,021,119 shares in 2002; outstanding 3,007,811 shares in 2003    
       and 3,004,679 in 2002. 30,243 30,211

Additional paid-in capital 17,201,936 17,185,310

Retained earnings 4,432,717 3,886,313

Less: Treasury stock, 16,440 shares in 2003 and 2002, at cost (98,349) (98,349)

Accumulated other comprehensive income (loss) 130,575 188,356

Total stockholders’ equity 21,697,122 21,191,841
Total liabilities and stockholders’ equity $208,980,117 $204,949,644

See notes to consolidated financial statements.
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ABIGAIL ADAMS NATIONAL BANCORP, INC. AND SUBSIDIARY

Condensed Consolidated Statements of Income

For the Three Months Ended March  31, 2003 and 2002

(Unaudited)

2003 2002

Interest income

    Interest and fees on loans $2,781,993 $2,691,950

    Interest and dividends on investment securities:

       Taxable 327,393 342,431

    Other interest income 25,964 39,580

       Total interest income 3,135,350 3,073,961

Interest expense

    Interest on deposits 482,810 663,278

    Interest on short-term borrowings 16,121 18,741

    Interest on long-term debt 20,465 13,764

        Total interest expense 519,396 695,783

Net interest income 2,615,954 2,378,178

    Provision for loan losses 70,000 100,000

Net interest income after provision for loan losses 2,545,954 2,278,178

Noninterest income

    Service charges on deposit accounts 419,190 391,041

     Gain on sale of investment securities 29,252 --

    Other income 71,486 96,601

        Total noninterest income 519,928 487,642

Noninterest expense

    Salaries and employee benefits 809,196 712,225

    Occupancy and equipment expense 276,514 284,272

    Professional fees 49,636 49,172

    Data processing fees 110,214 109,669

    Other operating expense 311,038 285,342

        Total noninterest expense 1,556,598 1,440,680

Income before provision for income taxes 1,509,284 1,325,140

Provision for income taxes 606,781 532,140

        Net income $902,503 $793,000

Earnings per share:

       Basic $0.30 $0.26

       Diluted $0.30 $0.26

Average common shares outstanding:

       Basic 3,005,315 3,000,924

       Diluted 3,021,673 3,016,893

See notes to consolidated financial statements.



ABIGAIL ADAMS NATIONAL BANCORP, INC. AND SUBSIDIARY

Condensed C onsolidated Statements of Ch anges in Stockholders’ Equity

Three Months Ended March 31, 2003 and 2002
(Unaudited)

Common
Stock

Additional
 Paid-in
Capital

Retained
Earnings

Treasury
 Stock

Accumulated
Other

Comprehensive
Income 
(Loss) Total

Balance at December 31, 2001 $27,426 $13,047,784 $5,884,201 ($98,349) $27,200 $18,888,262

Comprehensive income:
Net income -- -- 793,000 -- -- 793,000
Change in net unrealized gain on investment securities  

available for sale, net of taxes of $103,263 -- -- -- -- (151,183) (151,183)
Total comprehensive income  -- -- -- -- -- 641,817

Dividends declared ($0.11 per share) (323,149) (323,149)
Issuance of shares under Stock Option Programs 13 7,863 -- -- -- 7,876

Balance at March 31, 2002     $27,439   $13,055,647    $6,354,052    ($98,349)   ($123,983)   $19,214,806

Balance at December 31, 2002 $30,211 $17,185,310 $3,886,313 ($98,349) $188,356 $21,191,841

Comprehensive income:
Net income -- -- 902,503 -- -- 902,503
Change in net unrealized gain on investment securities 

 available for sale, net of  taxes of $39,467 -- -- -- -- (57,781) (57,781)
Total comprehensive income -- -- -- -- -- 844,722

Dividends declared ($0.12 per share) -- -- (356,099) -- -- (356,099)
Issuance of shares under Stock Option Programs 32 16,626 -- -- -- 16,658

Balance at March 31, 2003 $30,243 $17,201,936 $4,432,717 ($98,349) $130,575 $21,697,122

See notes to consolidated financial statements
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ABIGAIL ADAMS NATIONAL BANCORP, INC. AND SUBSIDIARY

Condensed Consolidated Statements of Cash Flows

For the Three Months Ended March 31, 2003 and 2002

(Unaudited)

     2003          2002     

Cash flow s from O perating A ctivities:

Net Income $902,503 $793,000

Adjustmen ts to reconcile net incom e to net cash prov ided by op erating activities:

Provision for loan losses 70,000 100,000

Depreciation and amortization 70,439 63,171

Accretion of loan discounts and fees (70,962) (27,639)

Net discount (accretion)/premium amortization on investment securities 9,542 4,637

(Increase ) decrease  in other asse ts 34,921 (241,452)

Increase in other liabilities 728,469 305,936

Net cash provided by operating activities 1,744,912 997,653

Cash flow s from Inve sting Activities:

Proceed s from m aturities of inv estmen t securities held  to matur ity 6,000,000 500,000

Proceed s from m aturities of inv estmen t securities ava ilable for sale 6,000,000 --

Proceed s from re paym ent of m ortgage -backed  securities av ailable for sa le 930,513 304,082

Proceed s from sa les of inves tment sec urities availab le for sale 500,000 --

Purcha se of inve stment sec urities availab le for sale (7,445,148) --

Purcha se of inve stment sec urities held to  maturity (5,000,000) --

Net (increase) decrease in interest-bearing deposits in other banks (3,904,233) 2,345,850

Net (increase) decrease in loans 4,402,585 (2,897,685)

Purchase of bank premises and equipment (305,465) (12,477)

Net cash provided by investing activities 1,178,252 239,770

Cash flow s from Fina ncing Activities:

Net incre ase (decre ase) in transa ction and  savings d eposits (1,042,372) 8,216,379

Net (dec rease) in tim e depos its (5,035,329) (5,902,026)

Net (decrease) in short-term borrowings (1,102,895) (553,730)

Proceeds from FHLB Advances 10,000,000 --

Payments on long-term debt (22,681) (20,633)

Proceeds from issuance of common stock, net of expenses 16,658 7,876

Cash dividends paid to comm on stockholders (356,099) (323,149)

Net cash provided by financing activities 2,457,282 1,424,717

Net increase in cash and cash equivalents 5,380,446 2,662,140

Cash and cash equivalents at beginning of year 15,976,161 9,771,711

Cash and cash equivalents at end of period $21,356,607 $12,433,851

Supplem entary disclosures:

Interest paid on deposits and borrowings $478,641 $691,621

Incom e taxes paid $-- $100,000

See notes to con solidated financial statem ents.

ABIGAIL  ADAMS  NATIONAL  BANCORP,  INC.  AND  SUBSIDIARY

Notes to Conden sed Consolidated Financial Statem ents
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1. Basis of presentation

Abigail Adams National Bancorp, Inc. (the “Company”) is the parent company of T he Adams N ational Bank (the “Bank”).

As used here in, the term Com pany includ es the Bank, un less the context otherw ise requires.

The Com pany an d the Ban k prepa re their  financial statements on the accrual basis and in conformity with accounting principles

generally  accepted in the U nited States, the instructions for Form 10-QSB, and Regulation S-B. The accompanying financial

statemen ts are unaudited except for the balance sheet at December 31, 2002, which was derived from the audited financial

statemen ts as of that date. The  unaud ited inform ation furn ished her ein reflects all  adjustments (consisting of normal recurring

accruals) which a re, in the opinion of management, necessary for a  fair presentation of the results for the interim periods

presented. They do not include all of the information and footnotes required by accounting principles generally accepted in

the United States of A merica. O perating r esults for the  three mo nths end ed Ma rch 31, 2 003 (un audited) a re not nec essarily

indicative of the results that may be expected for the year ending December 31, 2003. Certain reclassifications may have been

made to amounts previously reported in 2002 to conform with the 2003 presentation.

2. Contingent Liabilities

In the normal course of business, there are various outstanding commitments and contingent liabilities, such as co mmitm ents

to extend c redit and stand by letters of c redit that are n ot reflected  in the accompanying consolidated financial statements. No

material losses are anticipated  as a result of these transactions o n either a com pleted or unco mpleted basis.

3. Stockholders’ Equity

All per share  data presented has been retroactively adjusted for the 10% stock dividend declared on December 17, 2002 and

issued on December 31, 2002.

4. Earnings per share

Earnings per share computations are based upon the weighted average number of shares outstanding during the periods. Diluted

earnings per share computations are based upon the weighted average number of shares outstanding during the period plus the

dilutive effect of outstanding stock options and stock performance awards. Per share amounts are based on the weighted

average number of shares outstanding during each period, as adjusted for the 

10 % stock  dividend in 20 02, as follows:

For the 3 Months
Ended March 31,

      (unaudited)        

2003 2002

Basic EPS weighted average shares outstanding 3,005,315 3,000,924

Dilutive effect of stock options 16,358 15,969

Diluted EPS weighted average shares outstanding 3,021,673 3,016,893

No adjustments were made to net income in the computation of earnings per share for either of the periods presented.

5. Stock-Based Compensation Plans

During 2002, the Company adopted FASB Statement No. 148 “Accounting for Stock-Based Compensation.” The Company

accoun ts for grants of stock options plans based on the recognition and mea surement principals of APB O pinion No. 25,

Accounting for Stock Issued to Employees, and related interpretations. Accordingly, compensation expense was recorded equal

to the difference between the quoted market price of the underlying common stock on the date of grant and the exercise price.

The followin g table  illustrates the effect on net income and earnings per share had compensation cost for all of the stock-based

compensation plans been determined based on the grant date fair values of awards. (The method described in FASB Statement

No. 12 3, Acco unting fo r Stock B ased Co mpen sation.)

         Three months ended March 31,

2003 2002

 Dollars in th ousand s, except p er share da ta
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Net income as reported $903 $793

Deduct total stock based compensation expense determined -- (2)

Pro forma net income 903 791

Basic earnings per share, as reported $0.30 $0.26

Basic earnings per share, pro forma $0.30 $0.26

Diluted earnings per share, as reported $0.30 $0.26

Diluted earnings per share, pro forma $0.30 $0.26

6. Long-term debt

The Bank maintains a $11,600,000 line of credit with the Federal Home Loan  Bank (“FHLB”) collateralized with a blanket

floating lien of first real es tate mortg ages and  comm ercial real estate. In March 2003, the Bank borrowed three advances

totaling $10,000,000 from the FHLB with terms ranging from 18 months to 5 years at an average rate of 2.71%. In addition,

the Bank has a FHLB advance with a balance of $701,000 at March 31, 2003 th at mature s in Dece mber 2 008, at a fix ed rate

of 6.95% that was borrow ed in 1996  and is collateralized by first real estate m ortgages.  Addition al advan ces are av ailable in

excess of the line of credit and would require the pledging of additional qualifying assets. At March 31, 2003, the Bank has

sufficient collateral to borrow an additional $6,100,000 from the FHLB.

Item 2.   Management's Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations

The following discussion provides information about the results of operations and financial condition, liquidity, and capital

resources of the Com pany an d should  be read in  conjun ction with  our con solidated fin ancial statem ents and f ootnote s thereto

for the year ended December 31, 2002.

When used in this Form 10-QSB, the words or phrases “will likely result,” “are expected to,” “will continue”, “is anticipated ,”

“estimate,”  “project” or similar expressions are  intended to iden tify “forward-loo king statemen ts” within the meaning of the

Private  Securities Litigation Reform Act of 1995. Such statements are subject to certain risks and uncertainties, including

among other things, changes in economic conditions in the Company’s market area, changes in po licies by regulatory ag encies,

fluctuations in interest rates, demand for loans in  the Com pany’s m arket area  and com petition tha t could  cause actu al results

to differ materially from historical earnings and those presently anticipated or projected. The Company wishes to caution

readers not to  place undue reliance on any such forward looking statements, which speak only as of the date made. The

Company wishes to advise  readers that the factors listed above could affect the Company’s financial performance and could

cause the Company’s actual results for future periods to differ materia lly from a ny opin ions or statem ents expr essed with

respect to future period s in any current statem ents.

The Com pany d oes not u ndertak e, and spe cifically dec lines any ob ligation, to publicly release the results of any revisions

which may be made to any forward-looking statements to reflect events or circumstances after the date of such statements or

to reflect the occurren ce of anticipated or u nanticipated even ts.

Overview
The Com pany re ported a 1 3.87%  increase in  net income for the three months ended March 31 , 2003, as com pared to the first

quarter of 2002. Net income was $903,000 or $0.30 per share (diluted), an increase of $110,000 from the net income reported

for the three mon ths ended  March  31, 200 2 of $79 3,000 o r $0.26 p er share (d iluted). Th e increase in  net incom e reflects

increases in net interest income and noninterest income, partially offset by increases in noninterest expense. The  Company’s

operating results produced an annualized return on average assets of 1.84% and an annualized return on average equity of

16.98%, compared to a return on average assets of 1.79% and a return on average  equity of  16.74%  for the sam e period in

2002.

Net Interest Income
Net interest inco me, wh ich is the sum  of interest an d certain  fees generated b y earning assets m inus interest paid on  deposits

and other funding sources, is the principal source of the Company’s  earnings. Net interest income increased by $238,000, or

10.0%, to $2,616,000 for the three months ended March 31, 2003, as compared to $2,378,000 for the co mpara ble period  in
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2002.The improvem ent in the net interest  margin  was du e to the gro wth in ea rning asse ts comb ined with  the management of

the interest  rates paid on deposits.  Average earning assets of $188,961,000 increased by $16,846,000, or 9.79%, as compared

to average assets of $172,115,000 for the first quarter of 2002. Average interest bearing liabilities for the first quarter of 2003

of $130,7 97,000  increased by $15,645,000, or 13.59%, as compared to the average of $115,152,000 for the first quarter of

2002. The yield on total earning  assets was 6 .73%, a  decrease of 51 basis points from the yield of 7.24% during the first quarter

of 2002. Th e average cost o f interest-bearing fund s was 1.61% , a decrease of 84 basis points from the cost of funds of 2.45%,

during the first quarter of 2002. The decrease in average yield was due to the decrease in market interest rates for the

comp arable  periods. The net interest margin (net interest inc ome as a  percentage of average interest-earning assets) was 5.61%

for the first quarter of 200 3, as compa red to 5.60%  for the same pe riod in 2002, a d ecrease of 1 basis po int. The net interest

spread (the difference between the average interest rate earned on interest-earning assets and interest paid on interest-bearing

liabilities) was 5.12% for the first quarter of 2003, as compared to 4.79% for the first quarter of 2002, an increase of 33 basis

points.

Average balances and rates for each major category of interest-earning assets and interest-bearing liabilities for the first quarter

of 2003 and 2002 are presented on a comparative basis in the following table.

Distribution of Assets, Liabilities and Stockholders’ Equity Yields and Rates
For the Three Months Ended March 31, 2003  and 2002

(Dollars in Thousands)

2003 2002

Average
Balances

Interest
Income/
Expense

Average
Rates

Average
Balances

Interest
Income/
Expense

Average
Rates

Assets

Loans (a) $153,103 $2,782 7.37% $138,001 $2,692 7.91%

Investment securities 26,445 327 5.01% 24,874 342 5.58%

Federal funds sold 4,460 12 1.09% 4,122 17 1.61%

Interest-bearing bank balances 4,953 14 1.15% 5,118 23 1.84%

Total earnings assets 188,961 3,135 6.73% 172,115 3,074 7.24%

Allowance for loan losses (2,335) (1,943)

Cash and due from banks 7,626 6,342

Other assets 4,499 2,868

Total assets 198,751 179,382

Liabilities and Stockholder s’ Equity

Savings, NOW and Money market $70,964 201 1.15% $53,490 183 1.39%

Certificates of deposit 50,364 282 2.27% 56,186 480 3.46%

Customer repurchase agreements 7,419 16 0.87% 4,673 19 1.63%

Long- term debt 2,050 20 3.96% 803 14 6.95%

Total interest-bearing liabilities 130,797 519 1.61% 115,152 696 2.45%

Noninterest bearing deposits 45,099 43,897

Other liabilities 1,298 1,122

Stockholders’ equity 21,557 19,211

Total liabilities an d stockholders’ 
equity $198,751 $179,382

Net interest income $2,616 $2,378

Net interest spread 5.12% 4.79%

Net interest margin 5.61% 5.60%

a) The loan averages are stated net of unearned income and  include loans on which the accrual of interest has been discontinued.  

Noninterest Income
Total noninterest income for the three months ended March 31, 2003 was $520,000,  an increase of $32,000 or 6.56%,

compared $488,000 reported for the first quarter of 2002. Service charges on deposit accounts increased 7.20% for the first

quarter of  2003, as compared to the same period in 2002,  as a result of  the increase in the volume of transactions.  Other income

totaled $71,000, a d ecrease of $26,0 00 or 26 .81%, a s comp ared to the  first quarter o f 2002, a nd includ ed a $33 ,000 ga in on
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the sale of the guaranteed portion of Small Business Administration (“SBA”) loans, as compared to a $55,000 gain on sale of

SBA loans for the same period in 2002. Also  included in no ninterest income  for the first quarter o f 2003 w as a $29,0 00 gain

on sale of an investment security available-for-sale.

Noninterest Expense
Total noninterest  expense for the three months ended March 31, 2003 increased $116,000 or 8.05% to $1,557,000, as compared

$1,441,000 for the first quarter of 200 2. The Com pany’s efficiency  ratio (ratio of noninterest  expense  to the sum of n et interest

income and nonin terest income) im proved to 4 9.64% fo r the first quarter of 2003, as compared to 50.27% for the same quarter

in 2002. Salaries and benefits of $809,000 increased by $97,000 or 13.62%, as compared to the first quarter of 2002, due to

increases in staff. Net occupan cy expense  of  $277,000 for the first quarter  of  2003 decreased $7,000, from the same period

one year earlier. Professional fees and data processing expense were relatively unchanged, compared to the first quarter of

2002. Other opera ting expe nse increa sed $26 ,000 or 9 .12% to  $311,0 00 com pared to th e prior ye ar, due to in creases in

supplies, charitable con tributions, and cou rier costs.

Income Tax Expense
Income tax expense of $607,000 for the three months ended March 31, 2003 increased $75,000 from the same period in 2002,

due prima rily to the increase in pretax income. The Company’s effective tax rate was 40.2% during each of the three  month

periods e nded M arch 31 ..

Financial Condition

Overview
Total assets increased to $208,980,000 at March 31, 2003 from $204,950,000 at December 31, 2002, an increase of $4,030,000

or 1.97%. The increase in assets was primarily  attributable to  the increas e in Fede ral funds so ld and inte rest-bearin g depo sits

in other banks totaling $8,630,000.  Total loans decreased by $4,322,000 and total deposits decreased by $6,078,000, from the

prior year end. Long term debt increased by $9,977,000, as a result of borrowing $10,000,000 from the Federal Home Loan

Bank. Total stockholders’ equity increased $505,000 or 2.38%  to $21,697,000. The book value per common share at March

31, 200 3 was $ 7.21, as co mpare d to $7.0 5 at Dece mber 3 1, 2002 . 

Loans
The loan portfolio at March 31, 2002 was $152,214,000, a decrease of $4,322,000 or 2.76%, as compared to the December

31, 2002 balance of $156,536,000. Loans secured by commercial real estate increased 3.78% or $4,169,000, while  commercial

loans decreased 29.23% or $8,313,000, from December 31, 2002. The guaranteed portion of SBA loans totaling $276,000 were

sold during the first three months of 2003.

Investment securities
Total investment securities decreased by $1,092,000 or 4.11% to $25,453,000 at March 31, 2003 from $26,545,000 at

December 31, 200 2. This ne t decrease r eflects $6,0 00,000  in investment se curities classified as available for sale that were

called or matured and $6,000,000 in  investment securities classified as hold-to-maturity that were called.  Repayments on

mortgage backed securities totaled $931,000. Sales of investment securities available for sale totaled $500,000. Purchases of

investment securities classified as available for sale totaled $7,445,000 and purchases of investment securities classified as

held-to-maturity totaled $5,000,000.

Short-term investments
Short term investments consisting of federal funds and interest-bearing deposits in banks increased by $8,631,000, or 72.19%

to a total of $20,586,000, compared the balance of $11,955,000 at December 31, 2002. The overall increase was due to the

repayme nt of loans and the  proceeds from   FHLB ad vances, offset by the  outflow of de posits.

Deposits
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Total deposits decreased by $6,078,000, or 3.48% to $168,690,000 at March 31, 2003 from the December 31, 2002 balance

of $174,768,000. Demand deposits totaling $47,653,000 increased  $763,000, or 1.63%  and m oney m arket acco unts totaling

$52,269,000 increased $5,293,000 or 11.27% from the balances reported at year end. NOW accounts decreased $7,309,000

or 31.52% from the previous year end, due to fluctuations in the balan ces of large  not-for-p rofit custom ers. Saving s deposits

increased $211,000 to $5,275,000. Total certificates of deposit decreased by $5,035,000 or 9.56% to $47,613,000 from

December 31, 2002.

Short-term borrowings and long-term debt
Short-term borrowings consisting of customer repurch ase agree ments  decreased $1,103,000 or 15.08% to $6,210,000 at March

31, 2003 from the December 31, 2002 balance of $7,313,000, as a result of normal fluctuations in the balances of the Bank’s

large corporate cu stomers.

Long-term debt consisting of  Federal Home Loan Bank (FHLB) advances increased $9,977,000 to a balance of $10,701,000

in the first quarter of 2003, as a result of the Bank drawing on three FHLB advances with an average rate of 2.71% and with

terms ran ging fro m 18 m onths to 5  years. 

Stockholders’ equity
Stockholde rs’ equity at M arch 31 , 2003 w as $21,6 97,000 , an increas e of $50 5,000 o r 2.38%  from D ecemb er 31, 20 02. This

increase was large ly attributab le to net income of $903,000 for the quarter, offset by dividends paid on the Company’s common

stock totalin g $356 ,000.  

Asset Quality

Allowance for Loan Losses
Management believes the allowance for loan losses accounting policy is critical to the portrayal and understanding of our

financial condition and results of operations. As such, selection and application of this “critical accounting policy” involves

judgeme nts, estimates, and uncertainties that are susceptible to change. In the event that different assumptions or conditions

were to prevail, and dep ending up on the severity of su ch change s, the possibility of materially different financial condition

or results of operations is a reasonable likelihood.

The Com pany m anages th e risk chara cteristics of its entire  loan po rtfolio in an  effort to  identify problem  loans so that the risks

in the portfolio can be identified on a timely basis and to maintain an adequate allowance for loans losses. Management

performs a periodic  analysis of risk factors that includes the primary sources of repayment on individual loans, liquidity and

financial condition  of borro wers an d guara ntors, and  the adeq uacy of  collateral. Loans subject to individual reviews are

analyzed and segregated by risk according to the Company’s internal risk rating scale. Management also considers changes

in the size and character of the loan portfolio, changes in nonperforming and past due loans, historical loss experience,

concentrations of loans to  specific  borrowers and industries, and general and regional economic conditions, as well as, other

factors existing at the determination date. This revie w takes in to accou nt the judg ment o f the individ ual loan o fficers, the cre dit

risk manager, senior management and the Board of Directors. The Company also has a quarterly loan review performed by

an independent outside consultant. Although credit policies are designed to minimize risk, management recognizes that loan

losses will occur and that the amount of these losses will fluctuate depending on the risk characteristics of the loan portfolio.

The allowance for loan losses is established through provisions for loan losses as a charge to earnings based upon

managem ent’s on-going evaluation. The balance of the allowance for loan losses was $2,376,000 or 1.56% of total loans at

March 31, 2003 and $2,297,000 or 1.47% of total loans at December 31, 2002. The provision for loan losses was $70,000 for

the first quarter of 2003, compared to $100,000 for the first quarter of 2002. Net loan recoveries for the period were $9,000.

Even though t the Bank ’s loan po rtfolio has declined 2.76% this quarter, most of the change in the allowance was attribu table

to higher re serves for  comm ercial loans  and com mercial re al estate loans. Significant geopolitical and eco nomic  uncertain ty

persisted in the first quarter of 2003. T he repay ment o f loans m ay be sign ificantly im pacted b y the on going e conom ic

stagnation. While historical losses have been modest, the current economic conditions of the market area and the concentration

of loans in the higher risk classifications (e.g. commercial and commercial real estate mortgages) warrant maintenance of the

allowance for loan losses at its current level. M anagem ent believe s that the allow ance for  loan losses a t March   31, 200 3 is

adequ ate given  past expe rience an d the un derlying  concern s surroun ding the C ompa ny’s loan  portfolio.   
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The followin g table  sets forth an analysis of the allocation for loan losses by categories as of March 31, 2003 and December

31, 2002.

Allocation of Allowances for Loan Losses

For the Periods Ended March 31, 2003 and December 31, 2002

March 31, 2003 December 31, 2002

Reserve
Amount

% of Loans
to Total
Loans

Reserve
Amount

% of Loans
to Total
Loans

(Dollars in thousands)

Commercial $776 23.1% $817 23.1%

Real estate - mortgages 1,477 76.3% 1,361 76.2%

Installment 13 0.6% 13 0.7%

Unallocated 110 -- 106 --

Total loans $2,376 100.0% $2,297 100.0%

The following table summarizes the transactions in the allowance for loan losses for the three months ended March 31, 2003

and 2002.

Transactions in the Allowance for Loans Losses for the 

Three Months Ended March 31, 2003 and 2002
(Dollars in thousands)

2003 2002

Balance at January 1 $2,297 $1,911

Provision for loan losses 70 100

Recoveries:

Commercial 8 2

Installment to individuals 1 1

Total recoveries 9 3

Charge-offs:

Installment to individuals -- (3)

Total charge-offs -- (3)

Net (charge-offs) recoveries 9 --

Balance at end of period $2,376 $2,011

Ratio of net charge-offs (recoveries) to average 
total loans

.006% --

Average total loans outstanding during the period $153,103 $138,001

Nonperforming Assets
Nonperforming assets include nona ccrual loans,  restructured loans, past-due loans and other real estate owned. Past due loans

are loans that are 90 days or more delinquent and still accruing interest. Nonperforming assets at March 31, 2003 w ere

$1,437,000 of which $802,000 was guaranteed by the SBA. Nonperforming loans at December 31, 2002 were $460,000 of

which $295,000 was guaranteed by the SBA. Nonperforming assets at March 31, 2003 and December 31, 2002 represented

0.69% and 0.22% of total assets, respectively.



-12-

The following table presents a breakdown of our nonperforming assets, by category, at March 31, 2003 and December 31,

2002.

Analysis of Nonperform ing Assets

At March 31, 2003 and December 31, 2002 
        (Dollars in thousands)           

   2003       2002  

Nonaccru al loans:

Commercial $1,042 $460

      Total nonaccrual loans  $1,042    460

Past due loans

Commercial 395 --

      Total non perform ing assets $1,437 $460

Nonperforming assets exclusive of SBA guarantee $635 $165

Nonperforming assets to gross loans 0.94% 0.29%

Nonp erform ing assets to to tal assets 0.69% 0.22%

Allowanc e for loan losses to non performing  assets  165% 500%

Loans classified as monitored credits, which are not reported in the preceding table, totaled $3,981,0 00 and $3,468,000 at

March 31, 2003 and December  31, 2002 respectively. The balances of classified credits guaranteed by the SBA totaled

$2,642,000 and $1,989,000 at March 31, 2003 and December 31, 2002, respectively. Classified loans are subject to

manage ment’s attention an d their classification is reviewed  on a quarterly b asis.

Liquidity and  Capital Re sources 

Liquidity
Principal sources of liquidity are cash, cash equivalents, and short term investm ents. Liquid assets totaled $28,747,000 or

13.8% of total assets at March 31, 2003, as compared to $19,463,000 or 9.50% of total assets at December31, 2002. The

Company has additional sources of liquidity available through unpledged investment securities available-for-sale totaling

$5,203,000, unsecured lines of credit available from correspondent banks, which  can provide u p to  $10,000 ,000, as well as,

a credit facility through its membership in the Federal H ome L oan Ba nk of A tlanta (“FHL B”).Th e Bank  has appr oxima tely

$1,000,000 available  under a blanket floating lien of first real estate mortgages and commercial loans through the FHLB. The

Bank h as sufficien t collateral to b orrow  an additio nal $5,1 00,000  from th e FHL B secure d by qu alifying asse ts. 

Capital Resources
The following table presents the capital position of the Company and the Bank relative to their various minimum statutory and

regulatory capital requirements at March 31, 2003 and December 31, 2002. Both the Company and the Bank continue to be

considered “w ell capitalized” and exc eed regulatory  requiremen ts.
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Actual
Minimum Capital

Requirements

Minimum To Be Well
Capitalized Under
Prompt Corrective
Action Provisions

Amount Ratio Amount Ratio Amount Ratio

(Dollars in Thousands)

March 31, 2003:

Total Capital to Risk Weighted Assets:

Consolidated $23,677 14.02% $13,506 8.00%         N/A N/A

Bank 23,553 13.97% 13,484 8.00% 16,855 10.00%

Tier 1 Capital to Risk Weighted Assets:

Consolidated 21,567 12.77% 6,753 4.00% N/A N/A

Bank 21,193 12.57% 6,742 4.00% 10,113 6.00%

Leverage Ratio:

Consolidated 21,567 10.85% 7,950 4.00% N/A N/A

Bank 21,193 10.67% 7,946 4.00% 9,932 5.00%

December 31, 2002:

Total Capital to Risk Weighted Assets:

Consolidated $23,171 13.37% $13,882 8.00%         N/A N/A

Bank 23,009 13.26% 13,961 8.00% 17,326 10.00%

Tier 1 Capital to Risk Weighted Assets:

Consolidated 21,003 12.12% 6,941 4.00% N/A N/A

Bank 20,592 11.87% 6,930 4.00% 10,396 6.00%

Leverage Ratio:

Consolidated 21,003 10.42% 8,063 4.00% N/A N/A

Bank 20,592 10.22% 8,061 4.00% 10,076 5.00%

N/A = not applicable

Market Risk 

The Company is exposed to various market risks in the normal course of con ducting busine ss. Market risk is the poten tial loss

arising from adverse changes in interest rates, prices, and liquidity. The Company has established the  Asset/Liab ility

Committee (ALCO) to monitor and manage those risks. ALCO meets periodically and is responsible for approving

asset/liability  policies, formulating and implementing strategies to improve balance sheet and income statement positioning,

and monitoring the interest rate sensitivity. The company m anages its interest rate risk sensitivity through the use of a

simulation model that projects the impact of  rate sho cks, rate cycles, and rate fore cast estimates on the ne t interest income and

econo mic value of equity (the net present value of expected cash flows from assets and liabilities). These simulations provide

a test for embedded interest rate risk and takes into consideration factors such as maturities, reinvestment rates, prepayment

speeds, repricing limits, decay rates and other factors. The results are compared to risk tolerance limits set by ALCO policy.

Based on the C ompa ny’s m ost recent in terest rate sens itivity analys is, the impa ct to the net interest income and the econ omic

value of equity are well within the tolerance limits for both a rising or declining interest rate en vironm ent and se nsitivity to

marke t risk is mod erate. 
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Item 3 - Controls and Procedures

The Company’s Chief Executive Officer and Chief Financial Officer have concluded, based on their evaluation within 90 days

prior to the filing date of this report, that the Company’s disclosure controls and procedures  (as defined in Securities Exchange

Act Rules 13a-14(c) and 15d-14(c)) are effective to ensure that information  required to be disclosed in the reports that the

Company files or submits under the Securities Exchange Act of 19 34 is reco rded, pro cessed, sum marized  and rep orted, with in

the time periods specified in the Securities and Exchange Commissions rules and forms. There have been no significant

changes in the Company’s  internal co ntrols or in o ther factors  that could  significantly affect these controls subsequent to the

date of the foregoing evaluation.

PART  II.

Item 4 - Submission of Matters to Vote of Security Holders

None . 

                

Item 5 - Other Matters

None.

Item 6 - Exhibits and Repo rts on Form 8-K

(a) Exhibits - None

(b) Exhibits-  99.1 O fficers’ Cer tification Pu rsuant to S ection 90 6 of the S arbanes -Oxley  Act of 20 02. 

SIGNATURES

In accor dance w ith the requ iremen ts of the Ex chang e Act, the R egistrant ca used this  report to be signed on its behalf by the

undersigned thereunto duly authorized.

ABIGAIL ADAMS NATIONAL BANCORP, INC.

Registrant

Date: May 13, 2003 /s/ Jeanne D. Hubbard

Jeanne D. Hubbard

Chairwomen of the Board, President and Director

(Principal Executive Officer)
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Certification of Chief Executive Officer

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Jeanne D . Hubb ard, Presid ent and C hief Exe cutive O fficer, certify th at:

1. I have reviewed this quarterly report on Form 10-QSB of The Abigail Adams National Bancorp;

2. Based on my  know ledge, this q uarterly  report does not contain any untrue statemen t of a mate rial fact or om it to

state a material fact necessary to make the statements made, not misleading with respect to the period covered by

this quarter ly report;

3. Based on my knowledge, the financial statements, and other financial inform ation inclu ded in this q uarterly rep ort,

fairly present in all material respects the financial condition, results of operations and cash flows of the registrant

as of, and  for, the per iods prese nted in this q uarterly rep ort;

4. The registrant’s other certifying officers an d I are resp onsible  for establish ing and  maintain ing disclos ure con trols

and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating to the

registrant,  including  its consolida ted subsid iaries, is mad e know  to us by o thers within those entities,

particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of the date within 90

days prior to the filing date of this quarterly report (the “evaluation Date”); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and

procedures based on our evaluation as of the Evaluation Date;

5) The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the

registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the

equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect

the registrant’s ab ility to record, process, summarize and report financial data and have identified for the

registrant’s auditors any material weakness in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant

role in the registrant’s internal controls; and

6) The registrant’s other certifying officers and I have indicated in this quarterly report whether there were significant

chang es in interna l controls o r in other fa ctors that co uld signific antly affect internal controls subsequent to the

date of our m ost recent e valuation, including any corrective actions with regard to significant deficiencies and

material weak nesses.

Date: May 13, 2003 /s/ Jeanne D. Hubbard

President and Chief Executive Officer
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Certification of Chief Executive Officer

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Karen E . Troutm an, Sr. Vic e Presiden t and Ch ief Financ ial Officer, ce rtify that:

1. I have reviewed this quarterly report on Form 10-QSB of The Abigail Adams National Bancorp;

2. Based o n my k nowled ge, this qua rterly repo rt does no t contain an y untrue  statemen t of a mate rial fact or om it

to state a material fact necessary to make the statements made, not misleading with respect to the period

covered  by this qu arterly repo rt;

3. Based o n my k nowled ge, the fina ncial statem ents, and o ther finan cial inform ation inclu ded in this q uarterly

report, fairly present in all material respects the financial condition, results of operations and cash flows of the

registrant as o f, and for, th e periods  presented  in this quarte rly report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating to the

registrant, including its conso lidated subsidiaries, is made  know to u s by others within th ose entities,

particularly during the period in which this quarterly report is being prepared;

b) evaluated  the effective ness of the  registrant’s d isclosure co ntrols and  proced ures as of th e date with in

90 days prior to the filing date of this quarterly report (the “evaluation Date”); and

c) presented  in this quarte rly report o ur conc lusions ab out the effe ctiveness o f the disclosu re contro ls

and procedures based on our evaluation as of the Evaluation Date;

5) The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the

registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the

equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect

the registrant’s ability to record, process, summarize and report financial data and have identified for

the registrant’s auditors any material weakness in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a

significant role in the registrant’s internal controls; and

6) The registrant’s other certifying officers and I have indicated in this quarterly report whether there were

significant c hange s in internal co ntrols or in o ther factors  that could  significantly  affect intern al controls

subsequ ent to the d ate of our  most rec ent evalu ation, inclu ding an y correc tive actions w ith regard  to

significant deficiencies and  material weak nesses.

Date: May 13, 2003 /s/ Karen E. Troutman

                                                       Sr. Vice President and Chief Financial Officer
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Exhibit 9 9.1

Certification of Chief Executive Officer and Chief Financial Officer

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Jeanne D. Hubbard, President and Chief Executive Officer, and Karen E. Troutman, Senior Vice President and Chief

Financial Officer of Abigail Adams National Bancorp, Inc. (the “Company”) each certify in her capacity as an officer of

the Company that she has reviewed the quarterly report of the Company on Form 10-QSB for the quarter ended March 31,

2003 and that to the best of her knowledge:

1. the report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of

1934; and

2. the information contained in the report fairly presents, in all material respects, the financial condition

and results of ope rations.

The purpose of this statement is solely to comply with Title 18, Chapter 63, Section 1350 of the Unites States Code, as

amended by Section 906 of the Sarbanes-Oxley Act of 2002.

Date: May 13, 2003  /s/ Jeanne D. Hubbard                  

Jeanne D. Hubbard

President and Chief Executive Officer

Date: May 13, 2003  /s/ Karen E. Troutman                     

Karen E. Troutman

Sr. Vice President and Chief Financial Officer


