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HOMETOWN BANKSHARES CORPORATION

202 S. Jefferson Street, P. O. Box 271 Roanoke, Virginia 24002

April 5, 2018

Dear Shareholder:

You are cordially invited to attend the 2018 Annual Meeting of Shareholders of HomeTown Bankshares Corporation
(the “Company”) on Tuesday, May 15, 2018, at 2:00 p.m. The Annual Meeting will be held in Fitzpatrick Hall of The
Jefferson Center, 541 Luck Avenue, S.W., Roanoke, Virginia. Light refreshments will be served following the
meeting.

The attached Notice of Annual Meeting and Proxy Statement describe the formal business to be transacted at the
meeting, including election of directors and a report on the operations of the Company.

Whether or not you plan to attend the Annual Meeting in person, at your earliest convenience please complete, sign
and date the enclosed proxy card and return it in the postage prepaid return envelope provided.

Enclosed with the proxy materials is the 2017 Annual Report of the Company.

On behalf of the Company’s board of directors and management, we appreciate your continued support and look
forward to seeing you at the Annual Meeting.
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Sincerely yours,

George B. Cartledge, Jr. Chairman of the Board

Susan K. Still President and CEO
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NOTICE OF 2018 ANNUAL MEETING OF SHAREHOLDERS

To the Shareholders of HomeTown Bankshares Corporation (the “Company”):

NOTICE is hereby given that the 2018 Annual Meeting of Shareholders of the Company will be held in Fitzpatrick
Hall of The Jefferson Center, 541 Luck Avenue, S.W., Roanoke, Virginia, on May 15, 2018, at 2:00 p.m. for the
following purposes:

1.
to elect three Class II directors to the Company’s board of directors, each to serve until the annual meeting of
shareholders to be held in 2021 and until his or her successor is elected and qualified, or until his or her death,
resignation or removal;

2.to approve executive compensation in an advisory, non-binding vote;

3.to ratify the appointment of Yount, Hyde & Barbour, P.C. as the Corporation’s independent registered publicaccountant for the fiscal year ending December 31, 2018; and

4.to transact such other business as may properly come before the meeting or any adjournment thereof.

Only shareholders of record at the close of business on March 29, 2018, are entitled to notice of and to vote at the
meeting or any adjournments thereof.

Your attention is directed to the Proxy Statement accompanying this Notice for a more complete statement regarding
matters proposed to be acted on at the Annual Meeting. Other than the matters referred to in Items 1 through 3 above,
the Company has not received notice of other matters that may be properly presented at the Annual Meeting.

To ensure that your shares are represented at the meeting, please complete, sign and date the enclosed proxy card and
return it in the postage prepaid return envelope provided. You may revoke a previously delivered proxy at any time
prior to the Annual Meeting. If you decide to attend the Annual Meeting and wish to change your proxy vote, you may
do so automatically by voting in person at the Annual Meeting.
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BY ORDER OF THE BOARD OF DIRECTORS

Nadia G. Summo

Corporate Secretary

Roanoke, Virginia April 5, 2018

IMPORTANT NOTICE REGARDING INTERNET AVAILABILITY OF PROXY MATERIALS:

The Company’s Proxy Statement for the 2018 Annual Meeting of Shareholders and the Annual Report
to Shareholders for the fiscal year ended December 31, 2017 are also
available online at www.hometownbank.com.
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HOMETOWN BANKSHARES CORPORATION

202 S. Jefferson Street, P. O. Box 271 Roanoke, Virginia 24002

PROXY STATEMENT

FOR 2018 ANNUAL MEETING OF SHAREHOLDERS TO BE HELD

Tuesday, May 15, 2018

Date, Time and Place of Meeting

The board of directors (the “Board”) of HomeTown Bankshares Corporation solicits the enclosed proxy to be used at the
2018 Annual Meeting of Shareholders (the “Annual Meeting”) to be held in Fitzpatrick Hall of The Jefferson Center,
541 Luck Avenue, S.W., Roanoke, Virginia, on Tuesday, May 15, 2018, at 2:00 p.m., and at any adjournment thereof.

HomeTown Bankshares Corporation is a bank holding company, and its principal operations are conducted through its
wholly-owned subsidiary, HomeTown Bank. References throughout this proxy statement to the “Bank” are references to
HomeTown Bank and references to the “Company” are to HomeTown Bankshares Corporation, including its subsidiary,
the Bank. The address of the Company’s principal executive offices is 202 S. Jefferson Street, Roanoke, Virginia. This
proxy statement and the accompanying proxy card are first being sent or delivered to the Company’s shareholders on
or about April 5, 2018.

Internet Availability of Proxy Materials

While the Company is mailing printed proxy materials to its shareholders, in addition, shareholders may access the
proxy materials online at www.hometownbank.com.

Record Date; Outstanding Shares; Quorum

Only holders of record of the Company’s common stock, $5.00 par value per share, at the close of business on March
29, 2018 (the “Record Date”) will be entitled to notice of and to vote at the Annual Meeting. As of the close of business
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on the Record Date, there were 5,800,683 shares of the Company’s common stock outstanding and entitled to vote.
Each of the Company’s shareholders is entitled to one vote for each share of common stock held as of the Record Date.
For a period of ten days before the Annual Meeting, a complete list of shareholders entitled to vote at the Annual
Meeting will be available for examination by any shareholder, for any purpose germane to the meeting, during
ordinary business hours at the Company’s principal executive offices.

Pursuant to the Company’s Bylaws, a majority of the outstanding shares of common stock, present in person or by
proxy, will constitute a quorum for the transaction of business at the Annual Meeting. A quorum must be present to
transact business at the Annual Meeting. Abstentions and broker non-votes will be treated as shares present for the
purpose of determining the presence of a quorum for the transaction of business at the Annual Meeting. If the persons
present or represented by proxy at the Annual Meeting constitute the holders of less than a majority of the outstanding
shares of common stock as of the Record Date, the Annual Meeting may be adjourned to a subsequent date for the
purpose of obtaining a quorum.

2
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Voting of Proxies; Revocation of Proxies; Votes Required

All properly executed proxies delivered pursuant to this solicitation will be voted at the meeting in accordance with
the instructions therein contained, if any. In the event that a shareholder returns a signed proxy card on which no
directions are specified, such shares will be voted FOR the election of each of the Class II director nominees to the
Board (Item 1), FOR the approval of executive compensation in an advisory, non-binding vote (Item 2), and FOR the
ratification of the appointment of Yount, Hyde & Barbour, P.C. as the Company’s independent registered public
accounting firm (Item 3). The Board does not know of, and does not intend to bring, any business before the Annual
Meeting other than that referred to in this Proxy Statement and specified in the Notice of Annual Meeting. As to any
other business that may properly come before the Annual Meeting, including any motion made for adjournment of the
Annual Meeting (including for purposes of soliciting additional votes), signing and returning the proxy card will
confer discretionary authority on the proxies (Danielle H. Yarber and Barton J. Wilner, who have been designated by
the Board) to vote all shares covered by the proxy card in their discretion. Any shareholder who has given a proxy
may revoke it at any time before it is exercised at the Annual Meeting by (1) filing a written notice of revocation with,
or delivering a duly executed proxy bearing a later date to, the Corporate Secretary of the Company at 202 S. Jefferson
Street, P. O. Box 271, Roanoke, Virginia 24002, or (2) attending the Annual Meeting and voting in person (although
attendance at the Annual Meeting will not, by itself, revoke a proxy).

Assuming a quorum is present at the Annual Meeting, for the election of directors (Item 1), in order to be elected each
nominee must receive a plurality of votes cast, represented in person or by proxy at the meeting. For the approval of
executive compensation in an advisory, non-binding vote (Item 2), and ratification of the appointment of Yount, Hyde
& Barbour, P.C. as the Company’s independent registered public accounting firm (Item 3), the approval of the
affirmative vote of a majority of the votes cast, represented in person or by proxy at the meeting is required.

Effect of Abstentions and Broker Non-Votes

If an executed proxy is returned (i) by the shareholder, and the shareholder has specifically abstained from voting on
any proposal, or (ii) by a broker, bank or other agent holding shares in street name that indicates that the broker does
not have discretionary authority as to certain shares to vote on a proposal (“broker non-votes”), the shares represented by
such proxy will be considered present at the meeting for purposes of determining whether a quorum exists, but will
not be considered to be “votes cast” on such proposal and thus will have no effect on the outcome of such proposal.

Voting by Mail

Shareholders of Record
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For shareholders whose shares are registered in their own names, as an alternative to voting in person at the Annual
Meeting, you are encouraged to vote by mailing a completed proxy card. Shareholders who elect to vote by mail
should complete, sign and date the enclosed proxy card and return it in the postage prepaid return envelope provided.

For Shares Registered in the Name of a Brokerage Firm, Bank or Other Agent

If on the Record Date, your shares were held, not in your name, but rather in an account at a brokerage firm, bank or
other agent, then you are the beneficial owner of shares held in “street name” and these proxy materials have been
forwarded to you by your broker, bank or other agent. As a beneficial owner, you have the right to direct your broker,
bank or other agent on how to vote the shares in your account. You are also invited to attend the Annual Meeting.
However, because you are not the shareholder of record, you may not vote your shares in person at the meeting unless
you request and obtain a valid proxy issued in your name from your broker, bank or other agent.

Many banks and brokerage firms have a process for their beneficial holders to provide voting instructions via the
Internet or over the telephone. If Internet or telephone voting is unavailable from your bank or brokerage firm, please
complete and return the enclosed voting instruction card in the addressed, postage prepaid envelope provided.

3
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Solicitation of Proxies and Expenses

The cost of solicitation of proxies will be borne by the Company. The officers, directors and regular employees of the
Company or its subsidiary Bank, HomeTown Bank (the “Bank”), without additional compensation, may solicit proxies
by mail, telephone, letter, facsimile, electronically or in person. Brokerage houses and other nominees may request
that copies of the proxy soliciting material be furnished to them for mailing to the beneficial owners of the stock held
of record by such brokerage houses and nominees. The Company may reimburse such beneficial owners for their
reasonable expenses for forwarding such materials.

Voting Results

The preliminary voting results will be announced at the Annual Meeting. The final voting results will be tallied by our
Inspector of Elections and published in a Current Report on Form 8-K to be filed with the Securities and Exchange
Commission (“SEC”) within four business days of the Annual Meeting.

Annual Report on Form 10-K

A copy of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2017, including
the financial statements, list of exhibits and any exhibit specifically requested, filed with the SEC is available
without charge upon written request to the Corporate Secretary at the Company’s principal executive offices.

COMMON STOCK OWNERSHIP

The following tables set forth certain information regarding ownership of the Company’s common stock, $5.00 par
value per share as of March 29, 2018 by: each of the Company’s directors; each of the Company’s named executive
officers (as determined under the rules and regulations of the SEC); all current executive officers and directors as a
group; and any person (including any “group” as that term is used in Section 13(d)(3) of the Securities Exchange Act of
1934) which beneficially owned 5% or more of the outstanding shares of the Company’s common stock.

The “Percent of class” is calculated based on 5,800,683 shares of the Company’s common stock outstanding on March
29, 2018. In accordance with SEC regulations, we also include shares underlying options that are currently exercisable
or will become exercisable within 60 days of March 29, 2018. Those shares are deemed to be outstanding and
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beneficially owned by the person holding such option or share of preferred stock for the purpose of computing the
percentage ownership of that person, but they are not treated as outstanding for the purpose of computing the
percentage ownership of any other person. Unless otherwise indicated, the address of each of the persons in this table
is: c/o HomeTown Bank, 202 S. Jefferson Street, Roanoke, Virginia 24011.

4
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DIRECTORS, NOMINEES, AND OFFICERS

Name
Number of Shares Beneficially

Owned
Percent of Class

 Vance W. Adkins (1) 6,955 *
 Nancy Howell Agee 24,978 *
 George B. Cartledge, Jr. (2) 54,080 *
 Warner Dalhouse (3) 15,444 *
 Marc S. Fink 31,200 *
 Daniel D. Hamrick (4) 26,468 *
 William R. Rakes (5) 98,070 1.69
 Susan K. Still (6) 39,263 *
 James M. Turner, Jr. 12,012 *
 All directors and executive officers as a group308,470 5.32

*Represents less than 1% of the total outstanding shares of the Company’s common stock.

(1)Includes 3,000 shares underlying unexercised options.

(2)Includes 5,720 shares held by Mr. Cartledge’s spouse and 11,440 shares held by Grand Home Furnishings. Mr.Cartledge is chairman of the board of directors and chief executive officer of Grand Home Furnishings.
(3)Includes 1,144 shares held by Mr. Dalhouse’s spouse as executor of trust.
(4)Included 676 shares held by Mr. Hamrick’s spouse.
(5)Includes 22,360 shares held by the Trust of Mr. Rakes’ spouse and 14,757 shares by his retirement plan.
(6)Includes 6,000 shares underlying unexercised options.

5
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Stock Ownership of Certain Beneficial Owners

Shown below is information with respect to persons or groups that beneficially own more than 5% of the Company’s
common stock as of December 31, 2017. This share information is derived from Schedules 13G or Form 13F filed by
such persons or groups.

Name Address
Number of Shares

Beneficially Owned

Percentage of

Class (1)

 FJ Capital Management LLC (2)

 FJ Capital Management, LLC

 1313 Dolley Madison Blvd., Ste 306

 McLean, VA 22101

489,100 8.43

 EJF Capital (3)

 2107 Wilson Boulevard

 Suite 410

 Arlington, VA 22201

372,735 6.43

 Wellington Management Group LLP (4)

 Wellington Management Company LLP

 280 Congress Street

 Boston, MA 02210

372,735 6.43

(1)Calculated based on 5,800,683 shares issued and outstanding on March 29, 2018.

(2)
Other than percent of class, this information is based solely upon information as of December 31, 2017 contained
in a Schedule 13G/A filed jointly by the below with the Securities and Exchange Commission on February 14,
2018 relating to the beneficial ownership of the Company’s common stock:

●Financial Opportunity Fund LLC, FJ Capital Management LLC, Bridge Equities III, LLC, SunBridge Manager, LLC,and SunBridge Holdings, LLC – Delaware Limited Liability Companies
●Martin S. Friedman – United States Citizen
●Realty Investment Company Inc. – Maryland Corporation

Financial Opportunity Fund LLC has shared voting and dispositive power with respect to 108,385 shares and no
sole power to vote or to direct the vote with respect to any shares. FJ Capital Management LLC and Martin S.
Friedman have shared voting power and dispositive power with respect to 489,100 shares and no sole power to
vote or to direct the vote with respect to any shares. Bridge Equities III, LLC; SunBridge Manager, LLC;
Sunbridge Holdings, LLC; and Realty Investment Company, Inc. have shared voting power and dispositive power
with respect to 356,096 shares and no sole power to vote or to direct the vote with respect to any shares.

(3)

Other than percent of class, this information is based solely upon information as of December 31, 2017 contained
in a Schedule 13F-HR filed by EJF Capital LLC with the Securities and Exchange Commission on February 14,
2018 relating to the beneficial ownership of the Company’s common stock by EJF Capital LLC and affiliated
entities. EJF Capital LLC has shared voting power with respect to 372,735 and shared dispositive power with
respect to 372,735 shares and no sole voting power or sole dispositive power with respect to any shares.

(4)
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Other than percent of class, this information is based solely upon information as of December 31, 2017 contained
in a Schedule 13F-HR filed by Wellington Management Group LLP with the Securities and Exchange
Commission on February 13, 2018 relating to the beneficial ownership of the Company’s common stock by
Wellington Management Group LLP and affiliated entities. Wellington Management Group LLP has shared
voting power with respect to 372,735 and shared dispositive power with respect to 372,735 shares and no sole
voting power or sole dispositive power with respect to any shares.

6
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ITEM I: ELECTION OF DIRECTORS

The Company’s Articles of Incorporation provide that the members of the Board will be divided into three classes (I, II
and III) with each class as nearly equal in number as possible and the term of office of each class to end in successive
years. The Company’s bylaws provide that the Board shall consist of a minimum of five and a maximum of fifteen
individuals. There are three nominees for election to the Board this year – Nancy Howell Agee, Daniel D. Hamrick, and
William R. Rakes. Ms. Agee, Mr. Hamrick, and Mr. Rakes are presently Class II members of the Board of Directors
whose terms expire at the Annual Meeting. The current terms of the Class I and Class III directors expire in 2019 and
2020, respectively. All information as provided about the Class I, II and III directors below is as of April 5, 2018.

In the event a nominee becomes unavailable for election, any proxy voted in his or her favor will be voted for a
substitute nominee. However, the Board does not anticipate that any nominee will be unavailable for election, and
each has consented to be named and to serve if elected.

There are no family relationships between any of the Company’s directors, nominees or executive officers. There are
also no arrangements or understandings between any director, nominee or executive officer and any other person
pursuant to which he or she has been or will be selected as a director and/or executive officer.

THE BOARD RECOMMENDS A VOTE FOR EACH OF THE NOMINEES FOR CLASS II DIRECTOR.

Nominees for Class II Directors (for terms to expire at the 2021 annual meeting)

Nancy Howell Agee, 65, has served as a director of the Company since June 2011. Ms. Agee became president and
chief executive officer of Carilion Clinic on July 1, 2011. Carilion Clinic is a not-for-profit health care organization
serving patients in Virginia through hospitals, outpatient specialty centers and advance primary care practices. Ms.
Agee had served as president and chief operating officer of Carilion Clinic since 2010, was executive vice president
and chief operating officer from 2007 to 2010 and served as executive vice president and chief operating officer from
2001 to 2007. Ms. Agee graduated with honors from the University of Virginia and Emory University. Ms. Agee is a
prominent figure in the healthcare industry both locally and nationally. Ms. Agee is chair-elect for the American 
Hospital Association and will assume the chairmanship in 2018, becoming the top elected official of the national
organization that represents America’s hospitals and health systems and works to advance health in America. Ms. Agee
also serves on the board of directors of RGC Resources, Inc., a publicly traded company listed on the NASDAQ
Global Market that distributes and sells natural gas to residential, commercial and industrial customers in Roanoke,
Virginia and surrounding localities. Ms. Agee brings to the Board her visionary leadership abilities, more than 30
years of service in the Bank’s market area and her knowledge and experience in the areas of health care, finance and
management.
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Daniel D. Hamr ick, 71, has served as a director of the Company since its formation in December 2008 and as a
director of HomeTown Bank since May 2008. Mr. Hamrick is engaged in the private practice of law in
Christiansburg, Virginia. He graduated from Virginia Tech with a degree in accounting after which he earned the
Certified Public Accountant designation and practiced accounting for three and a half years. He graduated from the
University of Richmond School of Law. Prior to completing college, Mr. Hamrick served in the United States Army
as a helicopter pilot in Vietnam and among other commendations, was awarded the Purple Heart. Mr. Hamrick served
on the boards of directors of FNB Corporation and First National Bank of Christiansburg before they were merged
into Virginia Financial Corporation, which changed its name to StellarOne Corporation in early 2008 before its sale to
Union Bank & Trust. Mr. Hamrick’s legal expertise and competence in accounting and financial matters, and his
experience in serving on boards of directors for other banks qualify him to serve on the Board.

William R. Rakes, 79, has served as a director of the Company since its formation in December 2008 and as a director
of HomeTown Bank since its formation in November 2004. He served as Chairman of the Boards of Directors of the
Company and the Bank from 2008-2014. He is a partner in the law firm of Gentry Locke Attorneys in Roanoke,
Virginia, where he served as managing partner for more than 20 years. Mr. Rakes has represented banks and bank
holding companies for more than 35 years and has served on the board of directors of Colonial American Bankshares
Corporation. He received his undergraduate and law degrees from the University of Virginia. Mr. Rakes has served as
President of the Virginia State Bar and on the Board of Governors of the American Bar Association. He has also
served on the boards and as President of civic and not-for-profit organizations. Mr. Rakes brings to the Board his
thorough knowledge of the Company’s business, strategy, people, operations, competition and financial position. Mr.
Rakes provides recognized leadership and vision in the Bank’s market along with a strong network of customer,
industry and community relationships.

7
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Continuing Class III Directors (whose terms expire at the 2019 annual meeting)

Susan K. Still, 64, has served as a director of the Company since its formation in December 2008 when she was
named President and CEO. In May 2008, she was named President, CEO and a director of HomeTown Bank. She was
employed by HomeTown Bank as its Chief Lending Officer from November 2005 to May 2008. Prior to joining
HomeTown Bank, she was a commercial lender for SunTrust Bank and before that, for Dominion Bank (later
Wachovia). Ms. Still serves on a number of community boards, and she also serves on the board of directors of the
Federal Reserve Bank of Richmond, Virginia Bankers Association, and formerly on the American Bankers
Association Community Bankers Council. She is a graduate of Virginia Tech and the University of Virginia School of
Bank Management. Ms. Still brings to the Board more than 30 years of banking experience in the Bank’s market area.
Her thorough understanding of the Company and the Bank, and her competence at her job, make her an asset to the
Board

James M. Turner, Jr., 73, has served as a director of the Company since its formation in December 2008 and as a
director of HomeTown Bank since its formation in November 2004. He received his undergraduate and law degrees
from Washington and Lee University. Mr. Turner practiced law for four years before he joined J.M. Turner &
Company, Inc., a Roanoke, Virginia based construction company. He served as Chairman and Chief Executive Officer
of the company at the time of his recent retirement. He has been very active in community and civic affairs, including
serving as chairman of the Roanoke City School Board and the boards of several other community entities. Mr.
Turner’s management and business experience and connections to and understanding of the Bank’s market area qualify
him to serve on the Board.

Continuing Class I Directors (whose terms expire at the 2020 annual meeting)

George B. Cartledge, Jr., 76, has served as a director of the Company since its formation in December 2008 and as a
director of HomeTown Bank since its formation in November 2004. He has served as Chairman of the Board of
Directors of the Company and the Bank since 2014. He has served as chairman of the board of directors and chief
executive officer of Grand Home Furnishings, one of the largest furniture chains in the Southern United States based
on the volume of furniture sold. Mr. Cartledge previously served on the board of First Federal Savings and Loan and
Dominion Bank. He serves on a number of civic and not-for-profit boards. He is a graduate of Hampden Sydney
College and is a Trustee Emeritus of his alma mater. Mr. Cartledge brings to the Board his executive leadership
experience, including his experience in running a successful company based in the Bank’s market area.

Warner Dalhouse, 83, has served as a director of the Company since its formation in December 2008 and as a director
of HomeTown Bank since its formation in November 2004. Mr. Dalhouse is retired, and for the past five years has
served on public and private company boards of directors. Prior to retiring, Mr. Dalhouse served as chairman of the
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board of directors and chief executive officer of Dominion Bankshares Corporation and chairman of the board of
directors and chief executive officer of First Union National Bank of Virginia. He also served as the first chairman of
the board of directors of HomeTown Bank. Mr. Dalhouse serves on the board of directors of Luna Innovations, Inc., a
company that develops and manufactures measurement, sensing, and instrumentation products. Mr. Dalhouse also
serves on a number of civic and not-for-profit organizations. He is a graduate of the University of Virginia and has
served on its Board of Visitors. He is also a graduate of the Stonier School of Banking of Rutgers University. Mr.
Dalhouse brings to the Board his many years of experience in the banking industry and his experience in serving on
boards of directors of public banks and other SEC reporting companies.

Marc S. Fink, 57, has served as a director of HomeTown Bank since its formation in November 2004. He currently
serves as Chairman of the Bank’s Investment / ALCO Committee. Mr. Fink is a third-generation owner, president and
CEO of Fink’s, Inc., a chain of fine jewelry stores located in Virginia and North Carolina. He received a B.S. in
Business Management from the University of Alabama and attended the Gemological Institute of America, in
California where he received a Graduate Gemological Degree. Mr. Fink has served on many civic and not-for-profit
boards. Mr. Fink brings to the Board his considerable experience in operating a successful company in the Bank’s
market area.

8
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DIRECTORS MEETINGS, COMMITTEES AND FEES, LEADERSHIP STRUCTURE, OVERSIGHT

OF RISK AND COMMUNICATIONS WITH DIRECTORS

Directors Meetings

The Board held 6 meetings during fiscal year 2017. Each incumbent director, except Ms. Agee, attended at least 75
percent of the aggregate number of meetings held by the Board and meetings of committees on which such director
served. The Bank’s board of directors held 12 meetings during fiscal year 2017.

Committees and Fees - Director Compensation

Effective January 1, 2012, the Board adopted a compensation plan for its non-employee directors (the “2012
Non-Employee Plan”). Effective January 1, 2016, the Board approved amendments to the 2012 Non-Employee Plan
(the 2012 Non-Employee Plan, as amended, is hereinafter referred to as the “Plan”). Under the Plan, non-employee
members of the Board and non-employee members of the Bank’s board of directors receive a quarterly retainer of
$2,000, and the chairman of the Board and the Bank’s board of directors receives a quarterly retainer of $4,000.
Directors also received $800 for attendance at each meeting of the Board or meeting of the Bank’s board of directors
and $500 for attendance at each meeting of a committee of the Board or a committee of the Bank’s board of directors.

2017 Director Compensation
Table1

Name2
Fees
Paid in
Cash

Nancy Howell Agee $15,400
George B. Cartledge, Jr. 42,000
Warner Dalhouse 33,800
Marc S. Fink 37,100
Daniel D. Hamrick 33,500
William R. Rakes 34,300
James M. Turner, Jr. 39,200
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1 All director compensation was paid in cash in accordance with the Plan. The amounts shown include fees for service
on the Bank board of directors as well as the Company Board.

2 This table includes only those directors who served as directors of the Company during 2017. Susan K. Still is not
included in this table because, as an employee of the Company, she received no compensation for her service as a
director. The compensation received by Ms. Still as an employee of the Company is shown in the Summary
Compensation Table on page 19.

9
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Leadership Structure

HomeTown Bankshares Corporation and HomeTown Bank have each adopted a policy that the positions of chairman
of the Board and the president and chief executive officer will not be held by the same person. The Boards believe
there is an inherent conflict in having both positions occupied by one individual. The principal role of the president
and chief executive officer is to manage the business of the Company in a safe, sound and profitable manner. The role
of the Board, including its chairman, is to provide independent oversight of the president and chief executive officer
and to oversee the business and affairs of the Company for the benefit of its shareholders, and to balance the interests
of HomeTown Bankshares Corporation’s diverse constituencies, including shareholders, customers, employees, and
communities.

Oversight of Risk

The Board and the Bank’s board of directors fulfill their responsibility to oversee the Company’s risk management
process through oversight and monitoring of the Company’s risk management framework. The Company’s management
of risk is an enterprise-wide initiative involving the Company’s Audit Committee, compliance officers, internal
accountants, members of senior management, and third-party consultants. The Board delegates primary responsibility
for oversight and monitoring of risk management to the Audit Committee, which provides regular reports on the status
of reputational risk, liquidity risk, operational risk, and overall risk management to the Board.

The Audit Committee works closely with the Company’s Internal Auditor. In 2017, the Company hired a fulltime
Chief Risk Officer to replace a firm acting as the Company’s Interim Internal Auditor. The Internal Auditor is
responsible for managing the overall risk profile of the Company and the Bank. The Internal Auditor makes
recommendations to the Company’s senior management to assist them in setting the Company’s overall risk
management policies and strategies. The Internal Auditor reports directly to and attends all meetings of the Audit
Committee.

Audit Committee Matters

The Board and the Bank’s board of directors have appointed a joint Audit Committee consisting of the following
independent directors: Daniel D. Hamrick (Chairman), Victor F. Foti (a member of the Bank’s board of directors),
William R. Rakes, Shirley J. Martin (a member of the Bank’s board of directors), George B. Cartledge, Jr., and
Danielle H. Yarber (a member of the Bank’s board of directors). The Audit Committee, which met 5 times during
2017, is responsible for reviewing the financial records and reports of the Company and the Bank.
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The Audit Committee is responsible for providing independent, objective oversight of the Company’s and the Bank’s
accounting functions and internal controls. Each member of the Audit Committee meets the requirements for
independence under the current NASDAQ Stock Market and SEC rules and regulations. The Audit Committee acts
under a written Charter adopted and approved by the Board and the Bank’s board of directors. The Audit Committee
Charter is available at the Investor Relations section of the Company’s website www.hometownbank.com. A hard copy
may be obtained, without charge, upon written request to the Corporate Secretary at the Company’s principal executive
offices.
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The responsibilities of the Audit Committee include appointing, compensating and overseeing the firm to be engaged
as the Company’s independent registered public accounting firm. Additionally, and as appropriate, the Audit
Committee reviews, evaluates, and discusses and consults with management, internal audit personnel and the
independent accountants regarding, the following:

•the plan for, and independent accountants’ report on, each audit of the Company’s financial statements.

•the financial disclosure documents, including all financial statements and reports filed with the SEC, or sent toshareholders.
•changes in accounting practices, principles, controls or methodologies, or in financial statements.

• significant developments in
accounting rules.

•the adequacy of internal accounting controls, and accounting, financial and auditing personnel.

•the establishment and maintenance of an environment at the Company and at the Bank that promotes ethicalbehavior.

Audit Committee Financial Expert

The Sarbanes-Oxley Act of 2002 and SEC rules require public companies to disclose whether they have at least one
“audit committee financial expert” serving on their audit committee. The Board and the Bank’s board of directors have
each determined that Daniel D. Hamrick, the Chairman of the Audit Committee, qualifies as an audit committee
financial expert. Mr. Hamrick has also been determined to be an “independent” director under the current NASDAQ
Stock Market and SEC rules and regulations.

Corporate Governance Matters

The Boards of Directors of the Company and the Bank have appointed a joint Corporate Governance Committee (the
“Committee”) consisting of the following independent directors: Messrs. Cartledge, Dalhouse, Hamrick, Rakes
(Chairman), Turner and Danielle H. Yarber (a member of the Bank’s board of directors). Each member of the
Corporate Governance Committee meets the requirements for independence under the current NASDAQ Stock
Market and SEC rules and regulations. The Corporate Governance Committee acts under a written Charter adopted
and approved by the Board and the Bank’s board of directors. The Corporate Governance Committee Charter is
available at the Investor Relations section of the Company’s website www.hometownbank.com. A hard copy may be
obtained, free of charge, upon written request to the Corporate Secretary at the Company’s principal executive offices.

The responsibilities of the Corporate Governance Committee, which met 4 times during 2017, include (a) performing
the roles and responsibilities typically handled by a nominations committee of a board of directors; (b) performing the
roles and responsibilities typically handled by a compensation committee of a board of directors; and (c) performing
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such other duties and responsibilities relating to governance of the Company and the Bank as are described in the
Charter or as are assigned to it by the Boards. The Board believes that it is appropriate not to have separate
nominating and compensation committees as the Corporate Governance Committee, which is comprised solely of
independent directors, is capable of handling both roles, and has successfully handled both roles for several years.

11
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Director Nominations

The Corporate Governance Committee is expected to identify, evaluate and recommend nominees to the Board as well
as evaluate the composition, organization and governance of the Board and its committees and to develop and
recommend corporate governance principles and policies. The Committee also supervises the Board’s annual review of
director independence and the Board’s performance self- evaluations. The Company and the Bank believe it to be
beneficial for the Board and the Bank’s board of directors to be comprised of individuals with the types of expertise
and scope currently represented on the respective boards. The Corporate Governance Committee believes it is
positioned to identify such individuals who should continue to serve or who may be appropriate to add to the Board
when terms expire or vacancies otherwise arise. Members of the Corporate Governance Committee use their
professional contacts to identify nominees. In considering potential director nominees, the Corporate Governance
Committee considers share ownership, business experience and expertise, character, and particular goals and needs of
the Company and the Bank. Additional competencies or characteristics considered in evaluating potential nominees
include educational background, business and community leadership, and other board service experience.

Diversity

While the Board does not have a formal policy with regard to the consideration of diversity in identifying director
nominees, the Board understands that diversity is an important consideration. The Corporate Governance Committee
strives to nominate directors with a variety of complementary skills so that, as a group, the Board will possess the
appropriate talent, skills and expertise to oversee the Company’s business. The Committee believes that diversity
includes such items as differences of viewpoint, professional experience, education, and skill-set, as well as race,
gender and national origin.

Decision-making on Executive Compensation

The Corporate Governance Committee is responsible for determining or recommending to the Board salaries,
incentives and other forms of compensation for executive officers and other employees and administers various
incentive compensation and benefit plans. The Company’s chief executive officer makes recommendations to the
Committee regarding the compensation of the Company’s executive officers and participates in the discussions of
executive compensation other than the Committee’s decision-making processes with respect to the chief executive
officer’s compensation. Neither the Board, the Corporate Governance Committee nor the Company’s management
employed any third-party consultants to assist in determining or recommending the amount or form of executive and
director compensation during 2017.

Code of Ethics
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The Company has adopted a Code of Ethics for its directors and executive officers. The Code is intended to comply
with Section 406 of the Sarbanes-Oxley Act of 2002, and to serve as the code of conduct for directors required by the
listing requirements of The NASDAQ Stock Exchange. The Code of Ethics is available at the Investor Relations
section of the Company’s website at www.hometownbank.com. A hard copy may be obtained, free of charge, upon
written request to the Corporate Secretary at the Company’s principal executive offices.

Complaint and Reporting Procedures

The Company has adopted “whistleblower” procedures for the receipt, retention and treatment of reports or complaints
to the Audit Committee regarding accounting, auditing, legal and regulatory matters. The procedures also make
provision for the confidential, anonymous submission of complaints, reports or concerns regarding accounting or
compliance matters. The procedures incorporate the Company’s policy that it will not discriminate against or take any
negative action with respect to any employee with respect to the good faith reporting of complaints, reports or
concerns, or otherwise as specified in Section 806 of the Sarbanes-Oxley Act of 2002.

12
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Director Independence

The Board has determined that other than Susan K. Still, who serves as the Company’s chief executive officer, each
other member of the Board is “independent” under the criteria for director independence established by the NASDAQ
Stock Market and SEC rules and regulations. The NASDAQ criteria include various objective standards and a
subjective test. A member of the Board is not considered independent under the objective standards if, for example, he
or she is, or at any time during the past three years was, employed by the Company, or he or she is an executive
officer of an entity where at any time during the past three years an executive officer of the Company serves on the
compensation committee of its board of directors.

All members of each of the Company’s Audit, Compensation, and Governance committees are independent directors.
In addition, the Board has determined that the members of the Audit Committee meet the additional independence
criteria required for audit committee membership under applicable NASDAQ listing standards.

In making the independence determinations for the non-employee directors, the Board considered that William R.
Rakes, a director of the Company and the Bank, is a partner at the law firm of Gentry Locke Attorneys, which
provides legal services to the Company and the Bank. Mr. Rakes and his firm have been approved by the Board as
legal counsel for the Company and the Bank and all statements for services rendered and expenses incurred are
approved by the Executive Committee of the Bank or the Board, upon the recommendation of the Company’s chief
executive officer. Mr. Rakes does not participate in consideration of such approval by the Executive Committee or the
Board. The Board, without the participation of Mr. Rakes, determined that this relationship would not interfere with
the exercise of independent judgment by Mr. Rakes in carrying out his responsibilities as a director and that the
amounts of payments made between the Company and Gentry Locke Attorneys in each of the past three fiscal years
did not exceed the threshold amounts listed in the objective standards for director independence under NASDAQ
rules.

Communications with Directors

The Board has adopted a policy with respect to shareholder communications. Shareholders are encouraged to
communicate with the Board, or with individual directors, regarding their concerns complaints, and other matters
pertinent to the Company’s business. Shareholders should send their communication in writing to the Corporate
Secretary, indicating whether it is intended for the Board as a whole, for the chairman of a committee, or for one or
more individual members of the Board. Communications will be reviewed by the Corporate Secretary, who has the
authority to disregard any communications that are inappropriate or irrelevant to the Company and its operations prior
to forwarding such communications to the relevant directors. Communications that are directed to the Board or
individual directors, but that involve specific complaints from a customer of the Bank relating to the customer’s
deposit, loan or other financial relationship, will be forwarded to the head of the department of the Bank that is most
closely related to the subject of the communication, with a copy to the Chairman of the Audit Committee.
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Director Attendance at Annual Meetings

Attendance by directors at annual meetings of the Company’s shareholders benefits the Company by giving directors
an opportunity to meet, talk with and hear the concerns of shareholders who attend those meetings, and by giving
those shareholders access to the Company’s directors that they may not have at any other time during the year. The
Board recognizes that it will not always be possible for every director to be in attendance at annual meetings;
however, it is the policy of the Board that directors of the Company and the Bank are strongly encouraged to attend
each annual meeting of shareholders. All members of the Board except Ms. Agee and Mr. Turner attended the 2017
annual meeting of shareholders.

13

Edgar Filing: HomeTown Bankshares Corp - Form DEF 14A

29



Section 16(a) Beneficial Ownership Reporting Compliance

Under the federal securities laws, the Company’s directors and certain of its executive officers are required to report
their beneficial ownership of HTB Common Stock and any changes in that ownership to the SEC. Specific dates for
such reporting have been established by the SEC, and the Company is required to report in this Proxy Statement any
failure to file by the established dates that occurred in 2017. For 2017, to the best of the Company’s knowledge, all of
the filing requirements were satisfied by the Company’s directors and executive officers subject to Section 16 of the
Securities Exchange Act of 1934, as amended. In making this statement, the Company has relied on the
representations of its directors and executive officers subject to Section 16 and copies of the reports that have been
filed with the SEC.

EXECUTIVE COMPENSATION

The Corporate Governance Committee oversees the Company’s compensation plans and policies, approves the
compensation of the executive officers and administers the stock compensation plans. The Corporate Governance
Committee’s basic responsibilities related to compensation matters are to review the performance of management of
the Company in achieving corporate goals and objectives and to ensure that the executive officers are compensated
effectively in a manner consistent with the Company’s strategy and competitive practices, including in achievement of
individual and enterprise-wide goals. This summary of the Company’s executive compensation contains a discussion
of the compensation approved by the Corporate Governance Committee and earned by or paid to the “named executive
officers” for 2017.

Objectives of the Company’s Compensation Programs

The primary objective of the Company’s compensation programs is to provide competitive compensation to attract,
retain and motivate qualified employees who will contribute to the long-term success of the Company and the Bank.
In furtherance of this objective, the Company regularly evaluates the compensation provided to its executive officers
to endeavor to ensure that it remains competitive in relation to the compensation paid to similarly situated executive
officers at other financial institutions of comparable size and performance. In addition, the Company endeavors to
ensure that the compensation provided to its executive officers is internally equitable based upon the skill
requirements and responsibilities associated with each executive position.

What the Company’s Compensation Programs are Designed to Reward
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The Company’s compensation programs are designed to reward each executive officer’s job performance and
contributions to the Company. These factors are generally determined based on objective performance by the named
executive officers in achieving performance targets set at the beginning of the year by the Corporate Governance
Committee, and otherwise in the subjective judgment of the Corporate Governance Committee. In making
compensation decisions, the Committee places significant emphasis on the performance of the Company as compared
to internal business plans and performance at peer financial institutions. With the benefit of performance reviews and
salary recommendations by the Company’s chief executive officer, the Committee recommends the compensation for
the named executive officers to the independent members of the Board for final approval.
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How Executive Compensation is Determined

The Corporate Governance Committee annually reviews the compensation and performance of each executive officer.
The Committee sets goals for each named executive officer at the beginning of each year, and makes recommended
compensation adjustments or modifications in its discretion. In setting salaries and incentive compensation plan
targets for the executive officers and other employees, the Corporate Governance Committee and the Chief Executive
Officer (except with respect to herself) establish appropriate compensation levels, primarily based on publicly
available market data regarding compensation paid to similarly situated executive officers and employees. This data is
obtained through the salary survey of the Virginia Bankers’ Association, the salary survey of the American Bankers’
Association and based on the opinions of members of the Board, members of the Bank’s board of directors and the
Chief Executive Officer as to going rates for similarly situated executive officers and employees at other banks in the
Company’s market. Based on the surveys referred to above, and the opinions of the members of the Board and
members of the Bank’s board of directors, the Corporate Governance Committee believes that its executive officer
compensation for 2017 is competitive with the compensation provided by other financial institutions with which the
Company competes for executive talent.

Components of 2017 Executive Compensation

The general components of annual compensation that the Company and the Bank provided to executive officers in
2017 consisted of 1) base salary; 2) incentive compensation plan; 3) retirement, insurance, health benefits and club
dues; and 4) stock options.

Base Salary

Base salary represents the primary component of annual compensation paid to the named executive officers. When
recommending an executive officer’s salary, the Corporate Governance Committee primarily considers the objective
criteria in the surveys described above, and objective and subjective criteria related to the executive officer’s job
performance and contribution to Company goals. As discussed above, these factors were determined in the discretion
of the Committee for the Chief Executive Officer and with the benefit of performance reviews and salary
recommendations by the Chief Executive Officer for the other named executive officers. The Corporate Governance
Committee also considers local and national economic conditions as well as future business prospects of the Company
and the Bank in setting base salary levels.

Incentive Compensation Plan
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At the beginning of each year, the Corporate Governance Committee, in collaboration with senior management,
establishes an incentive compensation plan for the named executive officers. Pursuant to the plan, the named
executive officers were eligible to receive a bonus equal to up to a maximum of 30% of such officer’s salary for 2017
if certain performance targets were met, including the following enterprise-wide goals: budgeted profitability, ratio of
net charge-offs to loans, core deposit growth to fund new loans, regulatory performance, net interest margin,
noninterest-income, and reduction in OREO balances. Each performance target was assigned a weight, so that if each
of the seven targets were achieved, the named executive officer would receive the full 30% payout. For 2017, the
Corporate Governance Committee determined that the named executive officers met the performance targets weighted
at 35% of the full potential bonus payouts. The bonus payouts for 2017 were made half in cash and half in restricted
stock under the Restricted Stock Plan. The value of the bonuses is reflected in the Summary Compensation Table on
page 19.
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Retirement, Insurance, Health Benefits and Club Dues

All full-time employees, including the named executive officers, are eligible to participate in the Bank’s 401(k) Profit
Sharing Plan. For each executive officer or other employee who participates in the 401(k) Profit Sharing Plan, the
Bank matches 100% of contributions up to 3% and 50% for the next 3% of the participant’s annual compensation.

Group term life insurance is provided in an amount equal to two times annual salary. The Bank also provides certain
executive officers with club dues and other benefits that the Committee believes are reasonable to enable the Bank to
attract and retain qualified executive officers and to promote business development activities by the executive officers
in the communities served by the Bank. The Committee believes that these perquisites and other benefits are
reasonable in amount and consistent with those provided by similarly situated financial institutions in the Bank’s
market area.

The executive officers of the Bank are also eligible to participate in all of the employee benefit plans, such as medical,
dental, group term life insurance, and disability insurance, which are generally available to all employees of the Bank
on a non-discriminatory basis.

Supplemental Executive Retirement Plan

On October 1, 2013, the Company instituted a Supplemental Executive Retirement Plan (the “SERP”) for the Chief
Executive Officer and the Chief Financial Officer of the Bank, to assist with the objective of recruiting and retaining
executive talent by providing an additional retirement incentive (above the 401(k) plan available to all employees) in
exchange for continued employment until retirement age. Participation is only through selection by and approval of
the Board. The SERP is designed to provide minimum lifetime payments equal to 20% of a participant’s average
annual compensation for the five years immediately prior to retirement. There is an incentive formula which provides
for payment of up to an additional 20% of a participant’s average annual compensation for the five years immediately
prior to retirement if targets set by the Board are met. The SERP contains provisions for disability and survivor
benefits, a benefits vesting schedule based on age attained and automatic full vesting in the event of a change in
control of the Company. The funding mechanism for the plan is Company-owned insurance policies on the lives of the
plan participants and, because of the tax advantages of the life insurance policies, the SERP is designed to be
profit-neutral to the Company over the long term. In 2014, the Board of Directors approved the addition of four
employees of the Bank to participate in the SERP.

Stock Options
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In 2016, the Company’s 2005 Stock Option Plan expired. The Company currently has no plans to request that the
shareholders approve a new stock option plan. Although the plan expired, as discussed elsewhere in this Proxy
Statement, certain options remain outstanding and subject to vesting and exercise.

Employment Agreements

Susan K. Still. Ms. Still is employed as President and Chief Executive Officer of the Company and the Bank pursuant
to an employment agreement effective as of March 1, 2006, as amended. Under the agreement, she has the duties and
responsibilities generally performed by the president and chief executive officer of a community, commercial bank.
The agreement has a term expiring on June 30, 2019, subject to extension at the discretion of the Bank and Ms. Still.
The employment agreement provides for a base salary level that may be increased (but not decreased) by the Board
pursuant to an annual evaluation, as well as group benefits to the extent provided to other executive officers.
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In addition to the base salary, Ms. Still’s employment agreement provides for, among other things, participation in
stock option plans and other employee benefits applicable to executive management. Under the terms of her
agreement, if the Company and the Bank terminate her employment for “cause,” as defined the agreement, or if she
terminates her employment for any reason, or if her employment is terminated on account of her death, Ms. Still will
be paid her full base salary through the date of termination at the rate in effect at the time of notice of termination
from the Company and Bank. Upon the termination of Ms. Still’s employment by the Company and the Bank “without
cause,” as defined in her agreement, Ms. Still will receive a lump sum payment equal to (a) the total base salary that
she would have earned had she continued in employment with the Company or Bank through the remaining term of
employment, without reference to her termination, such base salary to be at the rate in effect, without reference to her
termination, at the time a notice of termination is given by the Company and the Bank, and (b) the present value of the
Company and Bank’s cost of all welfare, pension and other benefits then being provided to her calculated as if she had
continued in employment with the Company and Bank through the remaining term of employment as then in effect
with the same benefits at the same cost to the Company and Bank. In the event of any termination of Ms. Still’s
employment for any other reason, she shall be entitled to no compensation or other benefits whatsoever beyond the
date of termination except such benefits as may be required by COBRA or other applicable law.

Ms. Still’s employment agreement also contains change-in-control provisions entitling Ms. Still to certain benefits in
the event her employment is terminated by either employer or employee within six months of a change-in-control as
defined in the employment agreement. If a change-in-control followed by such termination occurs, Ms. Still will
receive at her option, either a lump sum payment equal to her then annual base salary, reduced to present value, or
monthly payments for a period of thirty-six months less one day. During such period, she will continue to be provided
insurance benefits (medical, accident and life) on the terms and at levels substantially the same as those existing on
the day prior to the date of termination.

Ms. Still’s employment agreement sets forth certain confidentiality provisions as well as a covenant not to compete. If
Ms. Still’s employment is terminated without cause and she is paid the benefits to which she is entitled under the
agreement or it is terminated for cause, or she resigns her position with the Company and the Bank, Ms. Still agrees
that for a period of two years from the date her employment is terminated, she will not, without the prior express
written consent of the chairman of the Board, become affiliated within a 40-mile radius of the main office of the Bank
as an officer, employee, agent, partner, director, consultant or substantial shareholder (more than 5%) of any entity
engaged in the commercial or retail banking, lending or leasing business, or become involved in the process of
formation of any entity to engage in the banking business.

Vance W. Adkins. Mr. Adkins, Executive Vice President and Chief Financial Officer, is employed by the Company
pursuant to an employment agreement effective as of August 5, 2016. The agreement has a three-year term with an
automatic extension each year of one additional year unless either party gives notice at least 90 days prior to the date
of extension that the employment agreement shall not be extended. Mr. Adkins’ employment agreement is substantially
similar to the agreement between the Company and Ms. Still, including the definitions of “cause” and “without cause” and
the change-in-control provisions, which entitle Mr. Adkins to certain benefits in the event his employment is
terminated by either employer or employee for “cause” or “without cause” or within six months of a change-in-control as
defined in the employment agreements. If a change-in-control followed by such termination occurs, Mr. Adkins will
receive at his option, either a lump sum payment equal to his then annual base salary, reduced to present value, or
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monthly payments for a period of thirty-six months less one day. During such period, Mr. Adkins will continue to
receive insurance benefits (medical, accident and life) on the terms and at levels substantially the same as those
existing on the day prior to the date of termination.
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Change in Control Agreements

In 2015, the Company approved the participation of eight employees of the Company in Change in Control
Agreements. Under these Change in Control Agreements, the employees would be entitled to certain benefits in the
event such employee’s employment is terminated by the Company without “Cause” (as such term is defined in the
Change in Control Agreement) within three years of a “Change in Control Event” (as such term is defined in the Change
in Control Agreement). For four of the total number of employees offered a Change in Control Agreement, if a
Change in Control Event followed by such termination occurs, the employees will receive the lesser of (i) the
employee’s annual base salary for the calendar year preceding the year in which the termination occurs or the base
salary for the calendar year in which the termination occurs, whichever is greater, or (ii) the maximum amount that
may be taken into account under a qualified plan pursuant to Internal Revenue Code Section 401(a)(17) for the year in
which the termination occurs. If the employee is terminated for “Cause,” such employee will not be entitled to payments
under the Change in Control Agreement.

The remaining four employees of the Company offered a Change in Control Agreement will receive, if a Change in
Control Event followed by such termination occurs, the lesser of (i) one and one half times (1.5x) the employee’s
annual base salary for the calendar year preceding the year in which the termination occurs or the base salary for the
calendar year in which the termination occurs, whichever is greater, or (ii) the maximum amount that may be taken
into account under a qualified plan pursuant to Internal Revenue Code Section 401(a)(17) for the year in which the
termination occurs. Further, these employees are subject to non-solicitation restrictions contained in their individual
Change in Control Agreement. Under these non-solicitation restrictions, the employee may not unfairly compete with
the Company by attempting to disrupt business relationships with Company or Bank customers or prospects for a
period of 12 months following such employee’s termination from employment.

Say-on-Pay

Since 2009, the Company has provided an annual say-on- pay advisory vote regarding executive compensation, which
the Company’s shareholders have approved each year. In 2017, 95.0% of the votes cast were in favor of the Company’s
executive compensation. The Company believes this strong support indicates that its shareholders support the
Company’s compensation policies and programs. The Company continues to provide a say-on-pay advisory vote under
the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”).

Rules of the SEC and those promulgated under the Dodd-Frank Act require a say-on-pay vote on a periodic basis and
the Company has decided to do so on an annual basis.
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Summary Compensation Table

The following table sets forth the compensation earned by the named executive officers for services rendered in all
capacities to the Company and the Bank for each of the last three fiscal years during which such individuals were
designated as named executive officers.

Non Equity
Incentive Plan Stock Option All Other

Year Salary Bonus
(1) Compensation Awards

(2)
Awards
(3)

Compensation
(4) Total

Susan K. Still 2017 $283,333 $29,925 $ 14,971 $14,954 $ 25,128 $338,386
President, 2016 $270,833 $37,128 $ 18,563 $18,565 - $ 24,359 $332,321
Chief Executive Officer 2015 $246,500 $63,750 $ 31,875 $31,875 - $ 22,333 $332,583

Vance W. Adkins 2017 $146,667 $15,540 $ 7,774 $7,766 $ 16,218 $178,425
Executive Vice President,2016 $121,333 $18,896 $ 9,450 $9,446 - $ 9,206 $149,435
Chief Financial Officer

William C. Moses 2017 $148,333 $- $ - $- $ 17,028 $165,361
Executive Vice President,2016 $138,333 $18,896 $ 9,450 $9,446 - $ 16,478 $173,707
Chief Credit Officer 2015 $129,000 $33,132 $ 16,566 $16,566 - $ 14,329 $176,461

(1)

Each executive officer elected to receive 2017, 2016 and 2015 bonus compensation half in cash and half in
restricted stock. See the “Executive Compensation — Incentive Compensation Plan” section of this Proxy Statement for
further information. The amount shown in this column represents the total value of all cash and restricted stock
bonus compensation awarded to the executive officers. The amounts set forth in the columns entitled “Non -Equity
Incentive Plan Compensation” and “Stock Awards” represent the amount of bonus compensation received by the
executive officer in cash and in restricted stock respectively.

(2)

The amounts shown in this column do not reflect dollar amounts actually received by the officer. Instead, these
amounts reflect the aggregate full grant date fair value of restricted stock awards earned during the given year for
performance levels achieved under the Company’s incentive compensation plans and granted in the quarter
following when the compensation was earned, calculated in accordance with FASB ASC Topic 718 and
disregarding the estimate of forfeitures related to service-based vesting conditions. See the “Executive
Compensation — Incentive Compensation Plan” section of this Proxy Statement for further information on these
grants. See Note 13 — Stock Based Compensation — in the notes to consolidated financial statements contained in the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2017 for a discussion of the
assumptions related to the calculation of restricted stock award values.

(3)

Any amounts shown in this column represent the grant date fair value of stock option awards computed in
accordance with FASB ASC Topic 718. See Note 13 – Stock Based Compensation – in the notes to consolidated
financial statements contained in the Company’s Annual Report on Form 10-K for the fiscal year ended December
31, 2017 for a discussion of the assumptions related to the calculation of the fair value of option awards.

(4)The amounts in this column consist of matching contributions made under the Bank’s 401(k) plan, life, health andlong-term disability insurance premiums, parking, and, for Ms. Still, club dues.
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Outstanding Equity Awards at Fiscal Year End

The following table indicates outstanding equity awards held by the named executive officers as of December 31,
2017. In 2010, the Company declared a stock split, whereby each shareholder received one additional share for each
ten shares owned. In 2016, the Company declared a 4% stock dividend, whereby each shareholder received one
additional share for each 25 shares owned. All applicable share amounts have been retroactively adjusted to reflect the
stock split and dividend. While each named executive officer received a grant of restricted stock for performance
during 2017, such awards were not awarded until the first quarter of 2018 and so those awards are not disclosed in this
table.

Option Awards    Stock Awards  
Number
of Number of Market

value

securitiessecurities Number
of of shares

underlyingunderlying
shares
or
units

or units
of

unexercisedunexercised Option Option
of
stock
that

stock
that

options
(#) options (#) exercise expiration have

not have not

Name Grant Date exercisable
(1)

unexercisable
(2)

price
($) date vested(#)

(3)
vested($)
(4)

Susan K. Still 12/18/2014 6,000 4,000 6.90 12/18/2024
2/28/2013 986 11,014
2/27/2014 2,217 24,764
2/25/2015 1,670 18,654
2/25/2016 2,806 31,343
2/23/2017 1,881 21,011

William C. Moses 12/18/2014 6,000 4,000 6.90 12/18/2024
2/28/2013 273 3,049
2/27/2014 1,198 13,382
2/25/2015 904 10,098
2/25/2016 1,094 12,220
2/23/2017 957 10,690

Vance W. Adkins 12/18/2014 3,000 2,000 6.90 12/18/2024
2/23/2017 957 10,690
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(1)The options awarded to the named executive officers in 2014 were 60% vested and exercisable as of December31, 2017. No stock options have been exercised by any of the named executive officers.
(2)Stock options were awarded at the fair market value of the shares of common stock at the date of award.

(3)
The restricted stock awards granted in 2013, 2014, 2015, 2016 and 2017 vest ratably (20% per year) over five
years beginning February 28, 2014, February 27, 2015, February 26, 2016, February 25, 2017, and February 23,
2018, respectively.

(4)The market value of the restricted stock that has not yet vested is calculated by multiplying the number of sharesthat have not vested by the closing price of the Company’s common stock on December 31, 2017.
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ITEM II: NON-BINDING VOTE ON EXECUTIVE COMPENSATION

The Company, as a “smaller reporting company,” is required to provide a say-on-pay advisory vote under the
Dodd-Frank Wall Street Reform and Consumer Protection Act, which added Section 14A to the Securities Exchange
Act of 1934. Accordingly, the Company is providing its shareholders with the opportunity to endorse or not endorse
the Company’s executive compensation programs and policies through the following “say-on-pay” resolution:

“RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed in this proxy
statement pursuant to the rules and regulations of the SEC, including the summary compensation tables and
narrative discussion is hereby APPROVED.”

As discussed in the “Executive Compensation” disclosures beginning on page 14, recent legislation and regulations
greatly affect the Company’s compensation practices. Working within the confines of these laws, the Company designs
its compensation programs to provide that its executives are compensated in a manner consistent with the Company’s
strategy, competitive practice, internal equity and fairness and shareholder interests. Executive compensation is based
to a significant extent on individual and Company-wide performance. The Company encourages shareholders to
closely review the disclosures under “Executive Compensation,” including the “Summary Compensation Table” and the
“Outstanding Equity Grants at Fiscal Year-End” table set forth on page 20 of this proxy statement.

The shareholder vote on this resolution is advisory only and will not be binding on the Board, and may not be
construed as overruling a decision of the Board, nor create or imply any additional fiduciary duty of the members of
the Board. The Corporate Governance Committee may, however, take into account the outcome of the vote when
considering future executive compensation arrangements.

Approval of this resolution requires that a majority of the votes cast at the Annual Meeting vote in favor of the
proposal. Abstentions and broker non-votes will not be counted as votes cast and therefore will not affect the
determination as to whether the resolution is approved.

We have determined that our shareholders should cast an advisory vote on the compensation of our named executive
officers on an annual basis. Unless this policy changes, the next advisory vote on the compensation of our named
executive officers will be at the 2019 annual meeting of shareholders.

THE BOARD RECOMMENDS A VOTE FOR APPROVAL OF THE NON-BINDING ADVISORY
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RESOLUTION APPROVING THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS, AS

DISCLOSED IN THIS PROXY STATEMENT.
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ITEM III: RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC

ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING DECEMBER 31, 2018

The Audit Committee of the Board has selected Yount, Hyde & Barbour, P.C. (“YHB”), an independent registered
public accounting firm, to perform the audit of the Company’s financial statements and its internal controls over
financial reporting for the fiscal year ending December 31, 2018. YHB has acted as the Company’s independent
registered public accounting firm since the Company’s inception.

Although shareholder approval of this proposal is not required by law, the Audit Committee has determined that
requesting that the shareholders ratify the selection of the independent registered public accounting firm is a matter of
good corporate practice. If the shareholders do not approve this proposal, the Audit Committee will reconsider the
selection of YHB as the Company’s independent registered public accounting firm for 2018. Even if the shareholders
ratify the appointment, the Audit Committee may, in its discretion, direct the appointment of a different public
accounting firm at any time during the year if it determines that a change would be in the best interests of the
Company and its shareholders.

A representative of YHB is expected to attend the Annual Meeting and will be afforded the opportunity to make a
statement and respond to appropriate questions.

Fees Paid to Independent Registered Public Accounting Firm for 2017 and 2016 Fiscal Years

For the fiscal years ended December 31, 2017 and 2016, YHB audited the financial statements included in the Annual
Report on Form 10-K; reviewed the Quarterly Reports on Form 10-Q; and provided certain tax compliance services.
The following table presents the aggregate fees billed by YHB for professional services rendered to the Company and
the Bank for the fiscal years ended December 31, 2017 and 2016:

2017 2016

Audit Fees (1) $79,005 $76,700
Tax Fees (2) 7,535 7,300
Total $84,010 $84,010

(1)Audit fees consist of audit and review services and review of documents filed with the SEC.
(2)Tax fees consist of preparation of the Company’s federal income tax return.
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Audit Committee Pre-Approval Policies and Procedures

It is the policy of the Audit Committees of the Company and the Bank that the independent registered public
accounting firm may provide only those services that have been pre-approved by the Audit Committees. Unless a type
of service to be provided by the independent registered public accounting firm has received general pre-approval, it
requires specific pre-approval by the Audit Committees. The term of any general pre-approval is 12 months from the
date of pre-approval, unless the Audit Committees or a related engagement letter specifically provides for a different
period. The Audit Committees will annually review and pre-approve the services that may be provided by the
independent registered public accounting firm without obtaining specific pre-approval. All of the professional services
listed above were approved in accordance with these policies.

Requests or applications to provide services that require specific approval by the Audit Committees must be submitted
to the Audit Committees by both the independent registered public accounting firm and the Company’s chief financial
officer, and must include a joint statement as to whether, in their view, the request or application is consistent with the
SEC’s rules on auditor independence.
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THE BOARD RECOMMENDS THAT SHAREHOLDERS VOTE FOR RATIFICATION OF THE

APPOINTMENT OF YOUNT, HYDE & BARBOUR, P.C. AS THE COMPANY’S INDEPENDENT

REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING DECEMBER 31, 2018.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

From time to time in the ordinary course of its business, the Bank issues loans to the Company’s directors and
executive officers and their family members and other affiliates. Such loans are made on substantially the same terms,
including interest rates and collateral, as those prevailing at the time for comparable loans with persons not related to
the Company and do not involve more than the normal risk of collectability or present other unfavorable features.

AUDIT COMMITTEE REPORT

The Audit Committee has reviewed and discussed with the Company’s management and Yount, Hyde & Barbour P.C.
the audited consolidated financial statements of the Company contained in the Company’s Annual Report on Form
10-K for the fiscal year ended December 31, 2017. The Audit Committee also discussed with Yount, Hyde & Barbour
P.C. the matters required to be discussed by SAS No. 61, as amended (AICPA, Professional Standards, Vol 1. AU
section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T.

The Audit Committee has received and reviewed the written disclosures and the letter from Yount, Hyde & Barbour
P.C. required by applicable requirements of the Public Company Accounting Oversight Board regarding the
independent registered public accounting firm’s communications with the Audit Committee concerning independence,
and has discussed with Yount, Hyde & Barbour P.C. its independence from the Company.

Based on the review and discussions referred to above, the Audit Committee recommended to the Board that the
audited consolidated financial statements be included in the Company’s Annual Report on Form 10-K for the fiscal
year ended December 31, 2017 for filing with the SEC.

Submitted by the Audit Committee
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Daniel D. Hamrick (Chairman)

George B. Cartledge, Jr.

Victor F. Foti

Shirley J. Martin

William R. Rakes

Danielle H. Yarber
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SHAREHOLDER PROPOSALS

Shareholders of the Company may submit proposals on matters appropriate for shareholder action at meetings of the
Company’s shareholders in accordance with Rule 14a-8 promulgated under the Securities Exchange Act of 1934 and
the Company’s bylaws. For such proposals to be included in the Company’s proxy materials relating to the Company’s
2019 annual meeting of shareholders, all applicable requirements of Rule 14a-8 must be satisfied and such proposals
must be received by the Company no later than December 6, 2018. The Board urges you to send all proposals of this
kind by certified mail, return receipt requested, to the attention of the Corporate Secretary, HomeTown Bankshares
Corporation, 202 South Jefferson Street, Roanoke, Virginia 24011.

Per the Company’s bylaws, at the annual meeting of shareholders, no business shall be transacted and no corporate
action shall be taken other than standard annual corporate actions, actions stated in the notice of the meeting, and
actions which the chairman of the meeting has accepted for action. Any shareholder entitled to vote in the election of
directors generally may nominate one or more persons as director candidates at the 2018 annual meeting of
shareholders if written notice of such shareholder’s intent to make such nomination(s) has been given, either by
personal delivery or by United States mail, postage prepaid, to the Secretary of the Company not later than December
6, 2018; provided, however, that if the 2019 annual meeting has been changed by more than 30 days from the date of
the 2018 annual meeting of shareholders, such notice shall be required to be given not less than 90 days nor more than
120 days prior to the date set for the 2018 annual meeting.

For more information about the information that must be included in your proposal to be included in the proxy
materials or that should accompany your notice of director nomination to have the nomination made at the meeting,
please refer to the Company’s bylaws. In addition, the proxy solicited by the Board for the 2019 annual meeting of
shareholders will confer discretionary authority to vote on (i) any proposal presented by a shareholder at that meeting
for which the Company has not been provided with notice on or prior to February 19, 2019 and (ii) any proposal made
in accordance with the bylaw provisions, if the 2019 proxy statement briefly describes the matter and how
management’s proxy holders intend to vote on it, if the shareholder does not comply with the requirements of Rule
14a-4(c)(2) of the Securities Exchange Act of 1934.

OTHER MATTERS

As of the date of this proxy statement, management is not aware of any business to come before the Annual Meeting
other than the matters that are described in this proxy statement. However, if any other matters properly come before
the Annual Meeting, the Company intends that the proxies solicited by this proxy statement will be voted on those
other matters in accordance with the judgment of the persons voting the proxies.
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CONTACT HOMETOWN BANKSHARES CORPORATION

Please contact HomeTown Bankshares Corporation through the telephone number, E-mail or mailing address below to
make the following requests:

●If you wish to receive additional copies of these reports.
●If you need to change or correct your name, address or other information.
●If you have any questions regarding the receipt of Proxy Materials, voting or the Annual Meeting.
●If you need to obtain directions on how to attend the Annual Meeting and vote in person.

Internet E-mail

www.hometownbank.cominformation@hometownbank.com

Telephone U. S. Mail

(540) 345-6000 202 South Jefferson Street, S.E. Roanoke, Virginia 24011
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