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Part |

Item 1. Busi ness

First Community Bancshares, |Inc., fornmerly FCFT, Inc.,
(Regi strant) was

incorporated in Novenmber 1989, under the laws of the State
of Delaware to

serve as the holding conpany for and to facilitate the
merger of First

Conmunity Bancshares, Inc. (FCBlI) and Flat Top Bankshares,
Inc. (Flat Top).

FCFT, Inc. was a Delaware bank hol ding conpany with one
whol | y- owned



subsidiary, First Community Bank, Inc. (FCB), a state-
chartered West Virginia

bank headquartered in Princeton, West Virginia. Flat Top
was a West Virginia

bank hol ding conpany headquartered in Bluefield, West
Virginia, with two

whol | y-owned subsidiaries, The Flat Top National Bank of
Bl uefield (FTNB)

a National Association, and Peopl es Bank of Bluewell (PBB)
a state-chartered

West  Virginia bank. After the mergers, FCFT, Inc. operated
as the surviving

hol ding conmpany for the three constituent banks described
above as well as

First Federal Savings Bank (FFSB) which was acquired in
Novenber 1990. On

Decenmber 30, 1994, FFSB was nerged into FCB. Subsequently
on January 4,

1995, FTNB and PBB were al so nmerged into FCB. On Septenber
30, 1997 the

Conpany, fornerly known as FCFT, Inc., nerged with and into
First Conmunity

Bancshares, 1Inc. (FCBI), a Nevada corporation, formed to
facilitate the change

of the Conpany's state of domicile from Del aware to Nevada
and to effect the

change in nane.

On Decenber 29, 1995, FCFT, Inc. reorganized its existing
bank subsidi ary,

First Community Bank, Inc., Princeton, West Virginia, by
splitting it into two

separate banks. This was acconmplished by chartering a
second, affiliated

Federal Deposit Insurance Corporation (FDIC) insured state
comrerci al bank

fornmed through the acquisition of assets and assunption of
the liabilities

of six of First Cormmunity Bank, Inc.'s operating divisions
and branches

|l ocated within Mercer County, West Virginia. This new bank
First Conmunity

Bank of Mercer County, Inc., headquartered in Princeton,
West Virginia,

consi sts of six divisions with offices in Princeton,
Bl uefield, and Bl uewel |,

as well as the Credit Card Division, Trust Division, and
Corporate/ Admi nistrative Division. The main office of the
reorgani zed First

Comunity Bank, Inc., was relocated to Buckhannon, West
Vi rginia.

At the close of business on July 3, 1996, FCFT, I nc.
acquired Citizens Bank

of Tazewell (Citizens), headquartered in Tazewell, Virginia.
Pursuant to the

Agreenent and Pl an of merger, FCFT exchanged 3.51 shares of
its comopn stock

for each share of Citizen's comon stock. Accordi ngly,



263, 159 shares of

FCFT, Inc. commn stock were issued to holders of Citizens
common stock

The nerger was accounted for under the pooling of interests
met hod.

Accordingly, all financial reporting periods presented have
been restated to

properly reflect this business conbination. Subsequent to
the nmerger,

Citizens operates as a whol |l y-owned subsidiary of FCFT, Inc.
On June 2,

1997, the corporate name of Citizens was changed to First
Comunity Bank of

Sout hwest Virginia, Inc.

At the close of business on September 26, 1996, First
Conmuni ty Bank, |nc.

acquired the Gafton and Row esburg, West Virginia branches
of Hunti ngton

Nati onal Bank West Virginia. The acquisition of these
branches added

approximately $21 million in deposits. The intangible value
of this

transaction total ed approximately $1 million which is being
anortized over a

15 year period. This acquisition was accounted for under
t he purchase nethod

of accounting. Accordingly, the consolidated results in
peri ods after

Sept enber 26, 1996 include the operations of the Grafton and
Rowl esbur g

branches only fromthe date of acquisition

On April 9, 1997, FCFT, Inc. acquired 100% of the comon
stock of Blue

Ri dge Bank (Blue Ridge), headquartered in Sparta, North
Carolina. Blue Ridge

is a $105 mllion state-chartered bank with offices | ocated
in Sparta, ElKkin,
Hays and Taylorsville, North Carolina. Pursuant to the

Agr eenment and

Plan of nerger, FCBI exchanged cash of $19.50 for each of
Bl ue Ridge's

1,212,148 conmon shares. I'n conj unction with the
acquisition, Blue Ridge

cancel l ed outstanding stock options through the payment of
$727,948

representing the difference between $19. 50 and t he
respective option prices.

Total consideration including the paynent for cancellation
of the options

was $24.7 mllion and resulted in an intangible asset of
approxi mtely $13.2

mllion which is being anortized over a 15 year period. The
acqui sition

was partially funded with | oan proceeds of $11.5 nillion
whi ch the Comnpany

borrowed from an outside source. The |oan agreenment has
certain covenants



that may restrict the payment of dividends to stockhol ders
in the event of

default along wth other customary borrow ng provisions.
The acquisition

was accounted for under the purchase nethod of accounting.
Accordi ngly,

results of operations of Blue Ridge are included in
consol i dated results

of FCBI fromthe date of acquisition. Subsequent to the
merger, Blue Ridge

operates as a whol |l y-owned subsidiary of FCBI

First Conmunity Bank of Southwest Virginia, the Virginia
subsi di ary of

First Community Bancshares, |Inc., opened a branch in
Wtheville, Virginia

| ocated at 910 E. Main Street on August 1, 1997

3
Currently, the Registrant is a nmulti-bank holding conpany
and t he banki ng
operations are expected to remain the principal business and
maj or source of
revenue. The Regi strant provides a nechani sm for ownership
of the
subsi di ari es banki ng operations, provides capital funds as
required and
serves as a conduit for distribution of dividends to
stockhol ders. The
Regi strant al so considers and eval uates options for growth
and expansi on of
the existing subsidiaries' banking operations.

The Registrant currently derives substantially all of its
revenues from

di vidends paid by the subsidiary banks. Dividend paynents
by the banks are

determined in relation to earnings, asset growmh and capita
position and are

subject to certain restrictions by regulatory agencies as
descri bed nore fully

under Supervision and Regul ation of this item

First Comunity Bank of Mercer County, Inc.

First Conmunity Bank of Mercer County, Inc. (FCB, Mercer) is
a state

chartered bank organi zed under the banking |laws of the State
of West Virginia.

FCB, Mercer engages in general commercial and retail banking
business in

Mercer County, West Virginia. |t provides safe deposit
servi ces and nakes

all types of loans, including conrercial, nortgage and
personal |oans. FCB

Mercer also provides trust services and its deposits are
insured by the FDIC

FCB, Mercer is a nenber of the Federal Reserve System



First Community Bank, Inc.

First Comunity Bank, Inc. (FCB, Inc.) is a state chartered
bank organi zed

under the banking | aws of the State of West Virginia. FCB,
Inc. engages in

general commercial and retail banking business in Upshur
Woni ng, Tayl or,

Ni chol as, Preston, and Webster Counties, West Virginia. It
provi des safe
deposit services and makes all types of |oans, including

comerci al, nortgage

and personal loans. FCB, Inc. deposits are insured by the
FDI C. FCB, Inc.

is a menber of the Federal Reserve System

First Community Bank of Southwest Virginia, Inc

First Comunity Bank of Southwest Virginia, Inc., (FCB-SW.
Inc.), formerly

Citizens Bank of Tazewell, Inc. is a state chartered bank
organi zed under the

banking laws of the State of Virginia. FCB- SW/, I nc.
engages in genera

commercial and retail banking business in Southwestern
Virginia. |t provides

saf e deposit services and nakes all types of |oans including
commrer ci al ,

nortgage and personal loans. FCB-SW/, Inc. deposits are
i nsured by the

FDI C. FCB- SW, Inc. is a nmenber of the Federal Reserve
System

Bl ue Ri dge Bank

Blue Ridge Bank (Blue Ridge) is a state chartered bank
organi zed under

the laws of the state of North Carolina. Blue Ridge engages
i n general

comrercial and retail banking business in North Centra
North Carolina. It

provi des safe deposit services and makes all types of |oans
i ncl udi ng

commercial, nortgage and personal |oans. Bl ue Ri dge
deposits are insured

by the FDIC. Blue Ridge is a menber of the Federal Reserve
System

Lendi ng Activities

The Conmpany's banki ng subsi di aries generate revenues
primarily through

the investnent of borrowed and deposited funds in earning
assets. These

assets are conprised of securities available for sale,

i nvest ment securities,

short-terminvest ment vehicles and | oans to busi nesses and

i ndi vi dual s.

Average | oans represent approximately 71% of average earni ng



assets and

present a greater |level of credit risk to the Conpany when
contrasted with

i nvest nent securities.

The principal lending activities of the banks are
concentrated primarily

within the market areas immediately surrounding its banking
operati ons.

These are areas with which bank personnel are npst

acquai nted and are

wi thin reasonabl e di stances of the banks which allows for
timely conmunications

with custoners as well as periodic inspections of

col | ateral
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Loan portfolios total $671.8 million at Decenber 31, 1997
and are conprised of

comrercial, real estate and consuner |oans including credit
cards and hone

equity loans. Commercial and commercial real estate |oans
conmprise 42.5% of

the total |loan portfolio. Commercial |oans include |oans to
small to nid-size

i ndustrial and conmercial and service conpani es which

i nclude but are not

limted to, coal nmining conmpani es, manufacturers, autonobile
deal ers, and

retail and whol esale nmerchants. Collateral securing these

| oans incl ude

equi prrent, machi nery, inventory, receivables, vehicles and
comercial real

estate. Comrercial |oans are considered to contain a higher
| evel of risk

than other | oan types although care is taken to m nim ze

t hese risks.

Underwriting standards require a conprehensive review and

i ndependent

eval uation of virtually all comercial |oans by Credit

Admi ni stration and

Di scount Conmittees prior to approval with updates to these
credit reviews

performed periodically on a quarterly or annual basis
dependi ng on the

size of the loan relationship

Real estate nortgage | oans conprise 35% of the total |oan
portfolio.

Mortgage |oans to consuners are secured primarily by first
lien deeds of

trust. These | oans generally do not exceed an 80% 1l oan to
val ue ratio at

the loan origination date and are considered to contain
normal risk. Loans

in the real estate nortgage category have historically
yi el ded the | owest

loss ratio of all |oan types.



Consuner | oans conprise 22% of the total |loan portfolio.
Col l ateral for

t hese | oans include autonpbiles, boats, recreationa
vehi cl es, and ot her

personal property. Personal |oans, hone equity |oans and
unsecured credit

card receivables are also included as consuner |[oans.
Hi storically, |osses

on these types of |oans have been ninimal; however, indirect
| endi ng t hrough

various autonobile dealerships in 1996 and 1997 led to a
significant increase

in consunmer |oan chargeoffs in 1997

The average yield on a tax equivalent basis on all loans in
1997 was 9.77%

and average |oans expressed as a percentage of average
deposits were 81%

in 1997. Thi s percentage represents an average |evel of
out st andi ng | oans

when conpared with historical loan to deposit ratios of 84%
in 1996 and

79% in 1995.

Enmpl oyees

The Registrant and its subsidiaries had 514 enployees at
Decenber 31, 1997
Managenent consi ders enpl oyee relations to be excellent.

Conpetition

The Company's subsidiaries have been able to conpete
effectively with other

financial institutions in their respective narket areas.
The subsidiaries

enphasi ze custoner service in an effort to establish |ong-
term cust omer

rel ati onships and build custoner loyalty. The subsidiaries
of the Conpany

have consolidated services such as dat a processi ng,
accounting, |loan review

and conpliance, and internal audit services to enhance the
ability to conpete

effectively in its respective markets.

Principal conpetition for the banking subsidiaries is
provi ded by ot her
Il ocal and regional conmercial banking conmpanies as well as

Thrift institutions

and Credit unions. Oher non-bank organizations including
regi onal and

national nortgage origination firnms and manufacturer captive
credit

corporations also provide conpetition for residential rea
estate | oans and

consuner | oans.

Supervi si on and Regul ati on



The Registrant is a bank hol di ng conpany w thin the neaning
of the Bank

Hol di ng Act of 1956 (Act), as amended, and is registered as
such with the

Board of Governors of the Federal Reserve System The
Regi strant is required

to file with the Board of Governors quarterly reports of the
Regi strant and

the subsidiary and such other infornmation as the Board of
Governors may

require. The Federal Reserve mmkes periodic exaninations of
t he Regi strant

typically on an annual basis. The Act requires every bank
hol di ng conpany to

obtain prior approval of the Board of Governors before
acquiring

substantially all the assets or direct or indirect ownership
or control of

more than 5% of the voting shares of any bank which is not
al ready

maj ori ty-owned. The Act also prohibits a bank holding
conpany, with

certain exceptions, fromengaging in, or acquiring direct or
indirect contro

of nore than 5% of the voting shares of any conpany engaged
i n non-banki ng

activities.
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Bank hol di ng conpanies and their subsidiary banks are also
subj ect to the
provisions of the Comunity Reinvestnent Act of 1977
("CRA"). Under the
CRA, the Federal Reserve Board is required, in connection
with its exam nation
of a bank, to assess such bank's record in neeting the
credit needs of the
comunities served by that bank, including | ow and noderate
i ncone
nei ghbor hoods. Further, such assessnment is also required of
any bank hol di ng
conpany which has applied to (i) charter a National bank
(ii) obtain deposit
i nsurance coverage for a newly chartered institution, (iii)
establish a
new branch office that will accept deposits, (iv) relocate
an office, or (v)
merge or consolidate with, or acquire the assets or assune
the liabilities of
a federally-regulated financial institution. 1In the case of
a banki ng hol di ng
conmpany applying for approval to acquire a bank or other
bank hol di ng
company, the Federal Reserve Board will assess the record of
each subsidiary
of the applicant bank hol di ng conpany, and such records may
be the basis for
denying the application or inmposing conditions in connection



wi th approval

of the application. On July 1, 1995, the federal bank
regul ators anended the

CRA regulations to sinplify enforcement of the CRA by
substituting the prior

twel ve assessnent categories with three performance
categories for use in

calculating CRA ratings. The federal bank regulators wll
eval uat e banks

under the |I|ending, investment, and service tests. The
effective date for

compliance with the anended CRA depends on the size of the
institution, but

no later than July 1, 1997. Additional data collection and
reporting

requi renents have been inposed on |arger institutions.

The Financial Institutions Reform Recovery, and Enforcenent
Act of 1989

("FIRREA") was enacted by Congress on August 9, 1989. Anpng
the nore

significant consequences of FIRREA with respect to bank
hol di ng conpani es

is the impact of the "cross-guarantee" provision and the
significantly

expanded enforcement powers of bank regulatory agencies.
Under the

cross-guarantee provision, if one depository institution
subsidiary of a

mul ti-unit hol di ng conpany fails or requires FDI C
assi stance, the FDIC may

assess a conmonly controll ed depository institution for the
estimated | osses

suffered by the FDIC. Wiile the FDIC s claimis junior to
the clains of

non-affiliated depositors, holders of secured liabilities,
general creditors,

and subordinated creditors, it is superior to the clains of
shar ehol ders.

Anmong the significantly expanded enforcenent powers of the
bank regul atory

agencies are the powers to (i) obtain cease and desist
orders, (ii) renove

officers and directors, (iii) approve new directors and
seni or executive

of ficers of certain depository institutions, and (iv) assess
crimnal and

civil noney penalties for violations of law, regulations. or
condi tions

i mposed by, or agreements with, regulatory agencies.

In Septenmber 1994, the Riegle-Neal Interstate Banking and
Branchi ng Effi ci ency

Act of 1994 was passed. This legislation significantly
changes the | aws

governing interstate banking. Beginning on Septenber 29,
1995, bank hol di ng

conpanies may acquire banks located in any state, despite
f or ner



prohibitive state statutes, subject to certain conditions.
Begi nni ng on June

1, 1997, banks nmay merge or consolidate on an interstate
basis. States may

el ect to "opt-out" of this provision by expressly
prohibiting interstate

bank mergers. This Act also permits banks to branch into
other states on a

de novo basis provided that the state has enacted a | aw that
permits de novo

i nterstate branch banki ng.

The banking subsidiaries of the Registrant are subject to
certain restrictions

by regulatory bodies which limt the anpbunts and the nmanner
in which it my

|l oan funds to the Registrant. The banks are further subject
to restrictions

on the amount of dividends that can be paid to the
Regi strant in any one

cal endar year without prior approval by primary regul ators.
Paynment of

di vidends by the subsidiary banks to the Registrant cannot
exceed net

profits, as defined, for the current year conbined with net
profits for the

two preceding years. In addition, any distribution which
m ght reduce the
bank's equity capital to unsafe levels or which, in the

opi ni on of regul atory

agencies, is not in the best interests of the public, could
be prohibited.

(For additional information concerning these restrictions,
see Note 14 of the

Notes to Consolidated Financial Statenents incorporated by
reference in

Part 11 of this report.)

Governmental Monetary Policies and Economic Controls

The earnings of the Registrant and its subsidiaries are
af fected by the

monetary policies of the Federal Reserve System An
i mportant function of

the Federal Reserve Systemis to regulate the Nationa
supply of credit in

order to deal wth economic conditions. The instrunments
enpl oyed by the

Feder al Reserve are open narket operations of u. S
Gover nment securities,

changes in the discount rate on menmber bank borrow ngs,
changes in Federa

Funds rates and changes in reserve requirenments. These
policies influence, in
various ways, the |level of the conpany's investnents, | oans

and deposits and
rates earned on its earning assets and interest rates paid
on liabilities.
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I. Distribution of Assets, Liabilities and Stockhol ders'
Equity, Interest Rates and Interest Differential

A & B. Aver age Bal ance Sheets--Net Interest |ncome
Anal ysi s

Table 2

(Ampunts in Thousands, except %

1997
1996 1995
Aver age I nterest Yi el d/ Rat e Aver age
I nterest Yi el d/ Rate Average I nterest Yi el d/ Rat e
Bal ance (1) (1)

Bal ance (1) (1) Balance (1) (1)

Earni ng Assets:

Loans (2)
Taxabl e $601, 492 $ 58,676 9. 76% $507, 554 $49, 443 9.74%
$428, 242 $41, 451 9. 68%
Tax- Exenpt 15, 993 1, 657 10. 36% 15, 401
1,708 11. 09% 16, 755 1, 866 11. 14%
Tot al 617, 485 60, 333 9.77% 522, 955 51, 151
9.78% 444,997 43, 317 9.73%
Reserve for Possible
Loan Losses (9770) (8,797)
(8,238)
Net Tot al 607, 715 60, 333 9. 93% 514, 158
51, 151 9. 95% 436, 759 43, 317 9.92%
Securities Avail able For
Sal e:
Taxabl e 122,326 8, 226 6.72% 104, 112 6, 690 6.43%
92, 550 5,925 6.40%
Tax- Exenpt 17,162 1, 388 8.09% 15, 472
1, 333 8.61% 156 12 7.69%
Tot al 139, 488 9, 614 6.89% 119, 584 8,023 6.71%
92, 706 5, 937 6. 40%
I nvest nent Securities:
Taxabl e 45,581 2, 820 6.19% 65, 857 4,233 6.43%
112,021 7,043 6.29%
Tax- Exenpt 59, 547 4,830 8.11% 47,026
3,776 8.03% 55, 216 4, 659 8. 44%
Tot al 105,128 7,650 7.28% 112, 883 8, 009
7.09% 167, 237 11, 702 7.00%
I nterest-Bearing
Deposits 418 44 10.53% 750 28 3.73%
388 22 5.67%
Federal Funds Sol d 17, 127 949 5.54% 2,188
117 5.35% 4,473 263 5.88%
Total Earning Assets 869, 876 78, 590 9. 03% 749, 563
67, 328 8.98% 701, 563 61, 241 8.73%
O her Assets 79, 604 54, 758

52,114

Tot al $949, 480 $804, 321



$753, 677

I nterest-Bearing
Liabilities:

Demand Deposits $111,177 3,064 2.76% $ 92, 857 2,519
2.71% $ 98,405 2,656 2. 70%
Savi ngs Deposits 141, 827 4,350 3.07% 134,178 4,150
3. 09% 140, 810 4,352 3. 09%
Time Deposits 406, 208 21, 359 5.26% 313, 899
16, 501 5.26% 290, 725 13,913 4.79%
Short - Ter m Borr owi ngs 59, 462 2,623 4.41% 64, 933
2,886 4. 44% 45, 868 1,945 4.24%
Long- Term Bor r owi ngs 22,654 1, 494 6. 59%
15, 130 877 5. 80% 10, 401 616
5.92%

Total Interest-Bearing

Liabilities 741, 328 32,890 4. 43% 620, 997

26,933 4.34% 586, 209 23,482 4.01%
Demand Deposits 100, 158 84, 265 80, 447
Ot her Liabilities 13, 955 13, 465 10, 761
St ockhol ders' Equity 94, 039 85, 594 76, 260

Tot al $949, 480 $804, 321 $753, 677
Net Interest Incone $45,700 $
40,39 $37,759
Net Interest Rate Spread (3) 4.60% 4.64%
4. 72%
Net Interest Margin (4) 5.25% 5.39%
5. 38%

(1) Ful |y Taxabl e Equival ent-Using the Federal statutory

rate of 35% as

applied to non-taxable | oans and securities in periods in
which related tax benefits arise.

(2) Non-accrual |oans are included in average bal ances

out standi ng but with

no related interest incone.

(3) Represents the difference between the yield on earning

assets and cost

of funds.

(4) Represents tax equivalent net interest income divided

by average interest

earni ng assets.

Table 3

C. Rate and Volunme Analysis of Interest (1)

(Anpbunts in Thousands)



1997 Conpared to 1996 1996
Conpared to 1995

I ncrease/ (Decr ease) due to
I ncrease/ (Decrease) due to

Vol une Rat e Tot al Vol une Rate Tot a
I nterest Earned On:
Loans $9, 228 $(46) $9, 182 $7,574 $260 $7,834
| nvest nent securities avail able
for salel, 353 238 1,591 2,062 24 2,086
I nvest nent securities
held to maturity(245) (114) (359) (3, 630) (63)
(3,693)
I nterest bearing deposits
with other banks (17) 33 16 15 (9)
6
Federal funds sold 828 4 832 (124) (22)
(146)

Total interest earning
assets 11, 147 115 11, 262 5,897 190 6, 087

Interest Paid On:

Demand deposits504 41 545 (150) 13 (
137)
Savi ngs deposits 235 (35) 200 (205)
3 (202)
Ti me deposits4, 854 4 4,858 1,158 1,430 2,588
Short-term borrow ngs(241) (22) (263) 843 98
941
Long-term debt 483 134 617 274 (13)
261

Total interest bearing
liabilities5, 835 122 5, 957 1,920 1,531 3,451

Change in net interest
i ncome $5, 312 $(7) $5, 305 $3,977%$(1, 341) $2,636

(D Ful |y Taxabl e Equi val ent-using the federal statutory
rate of 35% as

applied to non-taxable loans and securities in periods in
which rel ated tax

benefits arise.

The preceding table sets forth a summary of the changes in
i nterest earned and

paid resulting fromchanges in volume of earning assets and
paying liabilities

and changes in rates thereon. For purposes of this
anal ysis, the change in

interest due to both rate and volume has been allocated to
vol ume and rate

changes in proportion to the relationship of the absolute
dol | ar anopunts.



Table 4

Il. Investnent Portfolio

A. Anortized Cost of Investnment Securities Held to

Maturity:
Decenber 31
(Anpbunts in Thousands) 1997 1996 1995
U S. Treasury securities $ 4,098 $ 8,247 $ 16, 563
U. S Gover nnent agenci es and corporations 26, 377
43, 494 59, 792
St at es and political subdivisions 77,641 47,532
47,975
Ot her securities 1,058 1,055 1, 055
$109, 174 $100, 328 $
125, 385
8

Table 5

Mar ket Val ue of | nvestnment Securities Avail able

for Sale:

Decenber 31
(Amounts i n Thousands) 1997 1996 1995
U.S. Treasury securities $ - $ 1,005 $
1, 217
uU. S Government agencies and corporations 132, 746
110, 967 100, 184
States and political subdivisions 22,576 16, 037
16, 345
Ot her securities 6,473 8,104 3, 447
_______ $161, 795 $ 136,113
$121, 193

B. Maturity and Yields

The required information is incorporated by reference to
pages 34 through 36
of the 1997 Annual Report.

C. There are no issues included in obligations of states
and politica
subdi vi si ons or other securities which

exceed ten percent of stockhol ders' equity.

9



Il1'l. Loan Portfolio

Table 6

A.  Loan Sunmary

Decenber 31
(Amounts in Thousands) 1997 1996 1995 1994
1993
Commer ci al, Financial and
Agricul tural $ 82, 445% 79, 278% 71, 441% 61, 691
$ 58,060
Real Est at e- Commercial 202,625 166, 787 152, 579
129, 672 121, 599
Real Est at e- Construction 9,612 10, 589
5, 608 2,406 2,783
Real Est at e- Resi denti al 227, 465 171, 455 155, 282
143, 350 133, 477
Consuner 151, 429 120, 720 100, 843 84, 453
81, 035
O her 1,185 552 519
501 738
Tot al 674, 761 549, 381 486, 272 422,073
397, 692
Less : Unear ned | ncone 2,944 1,678 1,121
883 888
671, 817547, 703 485, 151 421, 190
396, 804
Less: Reserve for Possible
Loan Losses 11, 406 8, 987 8, 321
8,479 9, 568
Net Loans $660, 411%$ 538, 716%$ 476, 830% 412,711 $
387, 236
B. Maturities and Rate Sensitivity of Loan Portfolio at

Decenber 31, 1997

Table 7
Remai ni ng
Maturities
(Anpbunts in Thousands)
Over One Over
One Year Year to Five
and Less Five Years Year s
Tot al Per cent
Commerci al, Financial and
Agricultural $ 41,436 $ 32,301 $ 8,708 $ 82,445

12. 27%

Real Est at e- Commer ci al 51, 261 85, 976



65, 388 202, 625 30. 16%

Real Est at e- Construction 5,912
3,038 662 9,612 1.43%
Real Est at e- Mor t gage 31, 553 114, 948
80, 964 227, 465 33. 86%
Consumner 38, 277 103, 101 7,107
148, 485 22.10%
O her 896 268
21 1,185 .18%
$169, 335 $339, 632 $162, 850
$671, 817 100. 00%
Rate Sensitivity:
Pre-deterni ned Rate $ 82,711 $288, 076 $ 102,703
$473, 490 70. 48%
Fl oati ng or Adj ust abl e Rat e 86, 624
51, 556 60, 147 198, 327 29.52%
$169, 335 $339, 632 $162, 850
$671, 817 100. 00%
25.21% 50. 55% 24.24%
100. 00%
10
C. Ri sk Elements. The required information for risk
el ements in included
bel ow and incorporated by reference to
pages 20 through 22 of the 1997 Annual Report.
Tabl e 8
Nonperform ng Assets:
Decenmber 31
(Amounts in Thousands) 1997 1996 1995 1994
1993
Non- accr ui ng Loans $9, 988 $5, 476 $4, 371
$6, 909 $11, 269
Loans Past Due Over 90
Days 4,391 780 673
968 1, 393
Restructured Loans Per-
form ng in Accordance
Wth Mdified Terns 534 401 440

640 1, 400
Gross Interest I ncome Wich

Wul d Have Been Recorded

Under Original Terms of

Non- Accrui ng and Re-



Structured Loans 667
Actual Interest Incone During
the Period 191
Commitnments to Lend
Addi ti onal Funds on Non-
Perform ng Assets - - - - -

Managenment believes that the extent of problem |oans at
Decenber 31, 1997

is disclosed as non-perform ng assets or delinquent loans in
the preceding

charts. However, there can be no assurance that future
ci rcumst ances, such

as further erosion of economic conditions and the related
potential effect

that such erosion may have on certain borrowers' ability to
continue to

meet paynent obligations, will not lead to an increase in
probl em | oan

totals. Managenment believes that the non-perform ng asset
carrying val ues

will be substantially recoverable, taking into consideration
the adequacy of

the applicable collateral and, in certain cases, partia
write-downs which

have been taken and allowances that have been established.

It is the Registrant's policy to discontinue the accrual of
interest on |oans

based on their paynent status and eval uation of the rel ated
collateral and

the financial strength of the borrower. The accrual of
interest is normally

di scontinued when a | oan becones 90 days past due as to
principal or interest.

At Decenber 31, 1997, and at the present tine, the Conpany
does not have any

concentrations of |oans to borrowers engaged in simlar
activities exceeding

10% of total |oans, net of unearned incone.

Presently, the Conpany has no significant concentrations of
credit risk

other than geographic concentrations. Mst loans in the
current portfolio are

made and col lateralized in West Virginia. Although portions
of the West

Virginia econony are closely related to coal and tinmber,
they are suppl enent ed

by service industries. The current econony of the Conpany's
mar ket is

relatively stable and is not seen as highly subject to
vol atil e econonic

change.

The following table presents the Conpany's investnent in
| oans considered to
be inpaired (in thousands):



Table 9

Decenber 31

1997 1996
Commer ci al , financi al and agricul tural $6, 800
$3, 377
Real estate-nortgage 708 149
Tot al investment in |oans considered to be i mpai red
$7, 508 $3, 526

11

The Conpany has not presented inpaired |oan information for
periods prior to

the effective date of FAS 114, "Accounting by Creditors for
the I npairnment of

a Loan", as anended, which was effective in 1995. Under
SFAS No. 114,

the all owance for possible loan |osses related to | oans that
are identified for

evaluation in accordance with SFAS No. 114 is based on
di scount ed cash

flows wusing the loan's initial effective interest rate or
the fair value of

the collateral for certain collateral dependent |oans.

I'V. Summary of Loan Loss Experience

Tabl e 10

A. 1. Summary of Loan Loss Experience:
Years Ended Decenber 31

(Ampbunts in Thousands, Except Percent Data) 1997 1996
1995 1994 1993

Bal ance of reserve at beginning of period $8,987 $8, 321

$8, 479 $9, 568%7, 803
Reserve of subsidiaries at date of acquisition 1,981
- - - 1,387
Char ge-of f s:

Commer ci al, financial and agricul tural 2,052 369
1,875 2,237 815

Real estate- residential 385 275 109 163
289

I nstal |l ment 2,761 1,537 899 963 1,137

Total Charge-offs 5,198 2,181 2,883 3,363 2,241
Recoveri es:



Commerci al, financial and agricultural 130 249

126 83 311

Real estate-residential 31 26 35
7 83

I nstal | nent 512 299 329 420
338

Total Recoveries 673 574 490 510

732
Net charge-offs 4,525 1,607 2,393 2,853 1,509

Provi sion charged to operations 4,963 2,273 2,235 1,764
1, 887

Bal ance of reserve at end of period$1l, 406$8, 987 $8, 321
$8, 479 $9, 568

Rati o of net charge-offs to average | oans

out st andi ng .73% .31% .54% .70% .38%
Ratio of reserve to total |oans outstanding 1.70% 1.64%
1.72% 2.01% 2. 41%

A 2. The required information is incorporated by

reference to page 21
of the 1997 Annual Report.

Tabl e 11

B. Allocation of Reserve for Possible Loan Losses:

(Anount s in Thousands, Except Per cent Dat a)
Decenber 31
1997

1996 1995 1994
1993
Conmer ci al , Fi nanci al

and Agri cul tural $4,795 42% $3, 167 45% $3, 465
46% $3, 327 45% $4, 671 45%
Real Est at e- Mor t gage 2,819 35% 1, 956 33%
1,751 33% 747 35% 828 34%
Consuner 1, 979 23% 1, 567 22% 1, 280 21%
1, 099 20% 1, 587 21%
Unal | ocat ed 1, 813 N A 2,297 NA 1, 825 N A
3, 306 NA 2,482 N A

Tot al $11, 406 100% $8, 987 100% $8, 321 100%

$8, 479 100% $9, 568 100%

The percentages in the table above represent the percent of
| oans in each
category of total |oans.
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V. Deposits

A. The required information for average deposits and
rates paid by type
is on page 9 of this report.
B. Not applicable.
C. Not applicable.
D. The required information is incorporated by

reference to page 39 of
the 1997 Annual Report and as foll ows:

Tabl e 12
Maturities of Time Deposits of $100,000 or nore

(Anmpbunts in Thousands)

1997
Three nonths or |ess $ 49,168
Over Three to Six Months 20, 082
Over Six to Twel ve Mont hs 23,423
Over Twel ve Mont hs 24,678
Tot al $117, 351

E. Not applicable.
VI. Return on Equity and Assets

A The required information is incorporated by
reference to page 15 of
the 1997 Annual Report.

VII. Short-Term Borrow ngs

A. Securities Sold Under Agreenents to Repurchase and
O her Short-Term
Borr owi ngs:

The Company uses various short-term funding sources
i ncluding termrepurchase

agreenments, custoner repurchase agreenents and Federal funds
purchased. The

Conpany' s short-term borrow ngs and rates paid are
summari zed as foll ows

Tabl e 13

(Anmpbunts in Thousands, Except Percent Data):



1997

1996 1995

Anpunt
Rat e Armount Rat e
Anount Rat e
At year-end $55, 056 4.28% $53,031 4.02% $50, 205
4.16%

Average during year 59, 462 4.41% 64,933 4.44% 45, 868
4. 24%
Maxi mum nont h- end

bal ance 63, 782 54, 833 61, 068

B. Long-Term Advances From the Federal Hone Loan Bank
(FHLB) and
Long- Ter m Debt

Two subsidiaries of the Conmpany are menbers of the FHLB and
as such have the

ability to obtain advances fromthe FHLB. At December 31
1997 and 1996

the Conpany had | ong-term advances fromthe FHLB ( origina
maturities in

excess of one year) of $15 mllion with a weighted average
rate of 5.83%

The advances fromthe FHLB are secured by certain qualifying
first nortgage

| oans, stock in the FHLB, nortgage-backed securities and
certain investnent

securities.
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Item 2. Properties

FI RST COVWUNI TY BANK OF MERCER COUNTY, | NC

The offices of the Registrant are located within First
Comunity Bank of

Mercer County, Inc. at 1001 Mercer Street, Princeton, West
Virginia. Principa

properties owned by the subsidiary banks consist of nodern
singl e purpose

facilities described as foll ows:

Princeton- Two-story, 30,000 square foot banking offices
wi th detached

drive-up/walk-in facility in Princeton, West Virginia,
compl eted in 1976;

Pine Plaza branch office with drive-up located in Princeton,
West Virginia,

constructed in 1986 on leased land with initial |ease term
pl us renewal

options totaling twenty years; noveable, nodular branch
office with

drive-up/wal k-in located in Mat oaka, West Virginia,
constructed in 1983 on



| eased |and; two-story, 6,000 square foot banking office
with drive-up

|l ocated in Green Valley, West Virginia, constructed in 1978,
10 aut ommat ed

teller machines | ocated throughout Mercer County.

Bl uefield- Three-story, 37,000 square foot banking offices
| ocated on Federa

Street wth detached drive-up facility, conmpleted in 1972
and wal k- up

automated teller machine | ocated on prem ses; one off-site
automat ed teller

machi ne on leased land in Bluefield Pl aza.

Bl uewel | - Two-story, 8,200 square foot banking offices with
drive-up facility
|l ocated in Bluewell, West Virginia conpleted in 1965; one

drive-up automated
tell er machine | ocated on prenises

Green Valley- Branch office |eased in Mercer Mall; one wal k-
up aut onat ed
teller machine | ocated on prenises

FI RST COVMUNI TY BANK, | NC

Wom ng County- Two-story banking offices |ocated in
Pi neville, West Virginia,

acquired in 1961; two-story banking offices with drive-up
| ocated in COceana,

West Virginia, constructed in 1984; branch office with drive-
up | ocated

in Millens, Wst Virginia, constructed in 1984; noveabl e,

nmodul ar branch

office with drive-up/walk-in located in Pineville, West

Virginia, constructed

in 1984; three automated teller nmachines.

Upshur County- Three-story banking offices with an off-
premi se drive-up/wal k-in

facility |located in Buckhannon, West Virginia, acquired in
1937; branch

office with drive-up located in Tennerton, West Virginia,
constructed in 1980

two automated teller nachines.

Taylor County- Two-story banking offices with an attached
drive-up/wal k-in

facility located in Gafton, West Virginia, constructed in
1966; one aut onmted

tell er machine; one-story, 1,200 square foot banking offices
with an attached

drive-up facility, located in the Blueville area of G afton
West Virginia,

constructed in 1968

Ni cholas County- Two story banking offices and office
addition with drive-up
located in Richwood, West Virginia;, off-premises facility



with drive-up

located in Richwood, West Virginia, constructed in 1977 on
| eased | and; one and

one-half story branch office wth drive-up located in
Summersville, West

Virginia, constructed in 1984; one and one-half story branch
office with

drive-up located in Craigsville, Wst Virginia, constructed
in 1984;

three automated teller nachines

Webster County- Branch office with drive-up |located in
Cowen, West
Virginia, constructed in 1988.

Preston County- One-story, 4,000 square foot banking offices
with an attached

drive-up facility located in Row esburg, West Virginia,
constructed in the

early 1920's and renodeled in 1981

Logan County- Two and one-half story banking facility wth
attached two-I ane

drive-up located in Man, West Virginia, constructed in 1976
wi th additiona

| evel s added in 1981; separate mni-bank facility with four
drive-thru

| anes; banki ng sales center located inside Wal - Mar t
Supercenter in Logan

West Virginia; one automated teller machine.
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FI RST COVWUNI TY BANK OF SOUTHWEST VI RG NI A, | NC

Tazewel | County- Bi-level , 6,500 square foot banking
offices with attached
drive-up facility located in Tazewell, Virginia, constructed

in 1978, renodel ed

in 1981 and 1995; one-story, 2,500 square foot banking
offices with an

attached drive-up facility, located in Richlands, Virginia,
constructed in

1989 and renodel ed in 1995

Di ckenson County- Two story bank building with attached
drive-up
constructed in 1973 located in Cintwod, Virginia

Wt he County- One story bank building with attached two-I|ane
drive-up | ocated

in Fort Chiswell, Virginia, constructed in 1962, additions
in 1984 and

completely renpdeled in 1994; a |leased one story banking
facility with wal k-up

automated teller nachine, two-lane drive-up renpdeled in
1997, located in

Wtheville, Virginia



Wse County- One story bank building with attached two-Iane
drive-up
| ocated in Pound, Virginia.

BLUE RI DGE BANK

Al l eghany County- One story 17,980 square foot bank buil di ng
constructed
in 1987 located in Sparta, North Carolina.

Al exander County- 4,000 square foot one story banking
facility situated

on appr oxi mately three acres in Taylorsville, Nor t h
Carolina; with a wal k-up

automated teller machine

W kes County- One story, 1,500 square foot banking facility
purchased by the
bank in 1995, located in Hays, North Carolina.

Surry County- One story, 4,000 square foot banking facility
pur chased by

the bank in 1995, located in Elkin, North Carolina; with a
wal k- up aut omat ed

teller machine.

Item 3. Legal Proceedi ngs

The Registrant and its subsidiaries (the Conpany) are
plaintiffs and

defendants in lawsuits arising out of the normal course of
busi ness, in which

clainms for nonetary damages are asserted. Mnagenent, after
consulting with

| egal counsel handling the respective matters, is of the
opi nion that the
ultimte outcome of such pending actions will not have a

materi al effect upon

the consolidated results of operations or financi al
condi tion of the

Regi strant. Fol | owi ng is a sumary of si gni fi cant
proceedi ngs along with

recent devel opments, where applicable

The Conpany's nost significant matter of litigation styled
Civil Action No.

92- CV- 1696-K Four Wnds Devel opnent, Inc., W St ephen
Mel cher, and E. T.

Boggess, Plaintiffs vs. First Community Bank - Princeton and
Dave Shi el ds

Conpany, Inc., Defendants was settled in the first quarter
of 1997 through

a conpronise which resulted in paynments by the Conpany to
various plaintiffs

aggregating $733,000 and with a net cost to the Conpany of
$468, 000 after

contribution by insurance providers and co-defendants. This
settl enent

concl uded three separate but related Civil Actions involving



t he above

referenced commercial |oan custonmers, a related bankruptcy
and a nechanics

lien action. The first quarter settlenent in 1997 resulted
in a recovery of

litigation reserves of approximately $700,000. Reserves had
been established

in previous years in anticipation of execution of a verdict
j udgment under

the above referenced Civil Action. Settlement of the
verdi ct was acconplished

in 1997 at a |l esser sumand with co-defendants and insurance
carriers assum ng

a portion of the settlenment anpbunt as descri bed above.

Included in the settlement described in the preceding
par agr aph was the

settlenent of a second Civil Action No. 89-C- 1156-F styled
Conmer ci al Bank

of Bl uefield (Conmerci al ), Pl aintiff VS. Al lied
Refrigeration, Inc., Defendant

and Third Party Plaintiff vs. Dan Shortridge, Four W nds
Devel opnent, Inc.,

W  Stephen Melcher, E. T. Boggess, Robert W Culler and
First Conmunity

Bank, Third Party Defendants. This action was settled in
connection with

the above referenced joint settlenment agr eenent in
consi deration of the

forgiveness of a $200,000 loan by First Party Plaintiff,
Conmer ci al Bank of

Bl uefield, and the paynment of $228,000 to Defendant Allied
Refrigeration, Inc.

The cash paynment to Allied is included in the settlenent
total referenced

in the precedi ng paragraph.

The third related action styled Allied Refrigeration vs.
West wood Associ at es,

et al, Adversary Proceeding No. 7-93-00037, which was
settled as part of

the above referenced joint settlenent agreenment, was the
assertion of a

mechanics' lien in relation to the devel opnent of a |ong-
termcare facility

in Bluefield, Virginia. The nechanics' lien action, brought
by Allied

Refrigeration, Inc., was also dismssed as part of the joint
settl enent
agreenent .
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In August 1997, the Conpany was naned as a defendant in a
suit styled Ann
Tierney Smith, as Executrix of the Estate of Katharine B
Ti erney, Ann
Barclay Smith and Laurence E. Tierney Smith, Plaintiffs vs.
FCFT, Inc.,
First Community Bank, Inc., Gentry, Locke, Rakes & More,
and W WIIliam



Gust, Defendants, Civil Action No. 97-CV-408-K, seeking to
overturn the

establishment of a private foundation for whi ch the
Conpany's Trust and

Fi nancial Services Division serves as Trustee. The suit
filed by heirs of the

Foundati on donor, seeks a total of $6 mllion in
conpensatory and punitive

damages as well as the termi nation of the Foundation. The
Conpany and

Trustee believe the creation and the operation of the
Foundati on represent the

intent and will of the donor and intend to defend the suit
and the continuation

of the Foundation's purpose. Bot h managenent and the
Conpany' s | ega

counsel are of the opinion that this suit is without nerit
and will be

successfully defended with no material adverse inpact on the
Conpany's

financial condition or results of operations.

Civil Action No. 82-C-610, styled Rhondal L. Toler, et al
vs. Castl e Rock Bank

of Pineville, filed on December 2, 1982 in the Circuit Court
of Wom ng

County, West Virginia, was reported in the 1996 Annua
Report on Form 10-K

In this action, which Rhondal L. and Annette Toler and Vern
and Henrietta

Ellison, Plaintiffs, clained that former representatives of
a subsidiary

of the Registrant nisrepresented the condition of a conpany
at the tinme the

Plaintiffs borrowed noney to purchase the conpany. The
Conpany filed an
answer denying all pertinent allegations nade by the

Plaintiffs and

additionally filed a counterclaimseeking $322,000 plus
costs. This case was

dismissed in 1996 due to its prolonged existence on the
Court docket and

the Plaintiff's failure to prosecute. The Plaintiff has
filed a motion to

reinstate this matter and the Conpany has filed a counter
nmotion objecting to

the reinstatenent. Ruling on these issues has not been nade
as of the

date of this report.

Additionally, the Conmpany is also subject to certain
asserted and unasserted

potential <clainms encountered in the normal course of
busi ness. In the

opinion of nmanagenent, the resolution to these clains and
unasserted potentia

clains will not have a material adverse affect on the
Conpany's financia

position or results of operations and, due to the relative



amount of clains

wher e damage is sought and based wupon the Conpany's
eval uati on, these

matters have not been included in this report.

Item 4. Subm ssion of Matters to a Vote of Security Hol ders
No nmatters were subnmitted to a vote of security holders
during the fourth

quarter of 1997
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Part I1.

Item 5. Mar ket for Registrant's Common Equity and Rel ated
Matters

Mar ket Price of Conmmon Stock

The common stock of First Conmunity Bancshares, Inc. is
traded over-the-counter
and is quoted on the NASDAQ (Level [I11) Electronic

Bi || board. The follow ng

table shows the approximte high and | ow bids as known to
the Conpany or

reported by l|ocal brokers for each quarter in 1996 and 1997.
Managenent

has been advised that such quotations primarily represent
actual transactions

Al so, presented below is the book value and cash dividends
pai d per share as

of and for each quarter of 1996 and 1997. The nunber of
common st ockhol ders

of record on Decenber 31, 1997 was 2,142 and outstanding
shares total ed

5, 650, 932.
Table 14

Bi d Book Val ue Cash Divi dends
1996 Hi gh Low Per Share Per Share
First Quarter $27. 20 $23.60 $14.70 $. 22
Second Quarter 26. 40 25. 60 15.02 .24
Third Quarter 25. 80 24. 80 15. 50 .28
Fourth Quarter 28. 80 25. 80 15.81 .40

$1.14

Tabl e 15
1997
First Quarter $29. 60 $27.20 $16.04 $. 28
Second Quarter 33.00 28. 25 16. 62 .31
Third Quarter 36.13 31.75 16. 98 .31

Fourth Quarter 40. 00 32.75 17. 32 .40



$1. 30

The holders of shares of common stock of the Conpany are
entitled to such

di vidends as the Board of Directors, in its discretion, my
decl are out

of funds legally avail abl e thereof.

The Conpany has historically paid dividends on a quarterly
basi s and

currently intends to continue to pay such dividends in the
foreseeable future

However, there can be no assurance that dividends wll be
paid in the future

The declaration and paynent of future dividends will depend
upon, anobng

ot her t hi ngs, the Conpany's earnings and financi al
condi tion, the genera

econom ¢ and regulatory climte

The Conpany's ability to pay dividends to its sharehol ders
depends to a

|l arge extent upon the dividends the Conmpany receives from
its subsidiaries.

Di vidends paid by its banking subsidiaries are subject to
restrictions under

various Federal banking laws. 1In addition, the banking
subsi di ari es nust

mai ntain certain capital levels which may restrict their
ability to pay

di vidends to the Conpany. As of December 31, 1997, the net
profits avail abl e

for distribution to the shareholders as dividends w thout
regul atory approva

were approximately $1.8 million; however the regulators of
t he banki ng

subsidiaries could adm nistratively inpose stricter linmts
on the ability of

the banking subsidiaries to distribute net profits to the
Conpany.

Item 6. Sel ected Financial Data

The required information is incorporated by reference to
page 15 of the 1997
Annual Report.

Iltem 7. Managenent's Di scussion and Anal ysis of Financia
Condi tion and
Resul ts of Operations

The required information is incorporated by reference to
pages 13 through
24 of the 1997 Annual Report.
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Iltem 7A Quantitative and Qualitative Disclosures About
Mar ket Ri sk



Interest Rate Risk (I RR) and Asset/Liability Managenment

The Bank's profitability is dependent to a | arge extent upon
its net interest

income (NII), which is the difference between its interest
i ncone on

i nterest-earning assets, such as loans and securities, and
its interest

expense on interest-bearing liabilities, such as deposits
and borrow ngs.

The Bank, |ike other financial institutions, is subject to
interest rate risk

to the degree that its interest-earning assets reprice
differently than its

interest-bearing liabilities. The Bank manages its mx of
assets and

liabilities with the goals of limting its exposure to
interest rate risk

ensuring adequate liquidity, and coordinating its sources
and uses of funds

Specific strategies for managenent of [|RR have included
shortening the

amortized maturity of fixed-rate |oans and increasing the
vol ume of

adj ustable rate loans to reduce the average maturity of the
Bank' s

i nterest-earning assets.

The bank seeks to control its IRR exposure to insulate net
i nterest inconme and

net earnings from fluctuations in the general Ilevel of
interest rates. To

measure its exposure to IRR, the bank perforns quarterly
si mul ati ons of

NI I using financial nodels which project NI through a range
of possible

interest rate environments including rising, declining, nost
l'ikely and

flat rate scenarios. The results of these sinulations
i ndi cate the existence

and severity of IRR in each of those rate environnments based
upon the

current bal ance sheet position and assunptions as to changes
in the volune

and mx of interest-earning assets and interest-paying
liabilities and

managenment's estimate of yields attained in those future
rate environnments

and rates which will be paid on various deposit instrunents
and borrow ngs.

The followi ng table sunmarizes the inmpact on tax equival ent
NI I and the

Mar ket Val ue of Equity (MVE) of immediate and sustained rate
shocks in

the interest rate environnent of plus and mnus 100, 200,
300 and 400 basis

points fromthe flat rate simulation.
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Change in Tax Equi val ent Mar ket

Interest Rates Net Interest Val ue of

(Basi s Poi nt s) I ncome %
Equi ty %

400 32,290.6 -25.5 90, 873. 7 -7.6
300 35,086.1 -19.1 92,359.7 -6.1
200 37,862.7 -12.7 94, 062.0 -4.4
100 40, 620. 2 -6.3 96, 045.5 -2.4
-0- 43,358. 8 0 98,390.1 0

-100 46, 079. 4 6.3 101, 192.9 2.8
-200 48,781.8 12.5 104,572.5 6.3

- 300 51, 466.0 18.7 108, 701. 2 10.5
-400 54,132.2 24.8 113,982.1 15.8
The preceding table which illustrates the prospective

ef fects of hypothetica

interest rate changes is based upon numerous assunptions,
including relative

and estimat ed levels of key interest rate factors.
Managenent feels that

this type of nodeling technique, although useful, does not
take into

account strategies which managenent would undertake in
response to a sudden

and sust ai ned rate shock as depicted. Addi tionally,
management does not

believe that a rate shock of the magnitude described is
likely in the

forecast period presented

Item 8. Financial Statenents and Suppl enentary Data

The required information is incorporated by reference to
pages 26 through 51
of the 1997 Annual Report and as foll ows:

First Conmunity Bancshares, Inc

Quarterly Earnings Summary (Unaudited)

Quarterly earnings for the years ended Decenber 31, 1997 and
1996 are as

follows (in thousands):
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1997

March 31 June 30 Sept 30 Dec 31
I nterest | ncone $16, 546 $18, 934 $19, 512 $20, 842
I nt erest Expense 6, 942 7,946 8, 609 9, 393
Net interest incone 9, 604 10, 988 10, 903 11, 449
Provi si on for possi bl e | oan | osses 630
1, 087 736 2,510

Net interest income after provision



for possible |oan |osses 8,974 9,901 10, 167
8,939

O her incone 1, 824 2,163 2,123 2,551
O her expenses 5,441 5,975 7, 305 5,951
I ncome before incone taxes 5, 357 6, 089 4,985
5,539
I ncome taxes 1, 660 1, 950 1,598 1, 668
Net incone $3, 697 $4, 139 $3, 387 $3,871
Per share

Basi ¢ earni ngs $ 0.65 $ 0.73 $ 0.60 $ 0. 69

Di vi dends $ 0.28 $ 0.31 % 0.31 % 0.40
Wei ght ed average shares outstandi ng 5, 650 5, 650
5, 650 5,651
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1996
March 31 June 30 Sept 30 Dec 31

Interest |ncone $15, 475 $16, 115 $16, 593 $16, 758
I nt erest Expense 6, 403 6, 660 6,918 6, 952
Net interest incone 9,072 9, 455 9,675 9, 806
Provi si on for possi bl e | oan | osses 455
581 621 616
Net interest income after provision

for possible |oan | osses 8,617 8, 874 9, 054
9, 190
O her incone 1,576 2,110 1, 835 3, 549
O her expenses 5, 385 5,375 5,518 8, 080
I ncomre before incone taxes 4,808 5, 609 5,371
4, 659
I ncome taxes 1, 398 1,718 1,720 1, 694
Net incone $ 3,410 $ 3,891 $ 3,651 $ 2,965
Per share:

Basi ¢ earni ngs $ 0.61% 0.69 $ 0.65 $ 0.53
Di vi dends $ 0.23 % 0.23 $ 0.28 $ 0. 40
Wei ghted average shares outstanding 5,590 5,639

5,617 5,594
Item 9. Changes in and Di sagreenents with Accountants on

Accounting and
Fi nanci al Di scl osure

None
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Part 111

Item 10. Directors and Executive O ficers of the Registrant

The required information concerning directors has been
omtted in accordance

with General Instruction G Such information regarding
di rectors appears

on pages 3, 4, 5, and 6 of the Proxy Statement relating to



the 1998 Annua
Meeting of Stockholders and is incorporated herein by
reference.

A portion of the information relating to executive officers
has been omtted

in accordance with General Instruction G Such information
regardi ng

executive officers appears on pages 6, 7, and 8 of the Proxy
St at ement

relating to the 1998 Annual Meeting of Stockholders and is
i ncor por at ed

herein by reference

Item 11. Executive Conpensation

The required information concerning managenent renuneration
has been

onmtted in accordance with General Instruction G Such
i nformati on appeari ng

on pages 7, 8, 9, and 10 of the Proxy Statement relating to
the 1998 Annua

Meeting of Stockholders is incorporated herein by reference.

Item 12. Security Omership of Certain Beneficial Owners
and Managenent

The required information concerning security ownership of
certain benefici al

owners and nmanagenent has been onmitted in accordance wth
General Instruction

G Such information appearing on page 6 of the Proxy
Statement relating to

the 1998 Annual Meeting of Stockholders is incorporated
herein by reference

Item 13. Certain Relationships and Rel ated Transactions

The required information concerning certain relationships
and rel ated

transactions have been omtted in accordance with Genera
Instruction G

Such information appearing on pages 5 and 6 of the Proxy
Statenment relating

to the 1998 Annual Meeting of Stockholders is incorporated
herein by reference

Part 1V

Item 14. Exhi bits, Financial Statenent Schedul es and
Reports on Form 8-K

(a) (1) Financial Statements

The Consolidated Financial Statements of First
Conmuni ty
Bancshares, Inc. and subsidiaries together with

the i ndependent Auditors' Report dated January
30, 1998 are



i ncorporated by reference to pages 26 through 50
of the 1997 Annual Report which is included
herein as Exhibit 13.

(2) Financial Statenment Schedul es

Al'l  applicable financial statenment schedul es
requi red by
Regul ation S-X are included in the Notes to

Consol i dat ed Fi nanci al Statenents.

(b) A report on Form 8-K regarding the Company's
merger with the
new Nevada corporation to change its state

of domicile and its corporate nane was fil ed
on Novenber 3,
1997 and incorporated by reference to Form

10-Q for the period ending Septenber 30,
1997.
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(c) Exhi bi ts:

(3) Articles of Incorporation and Byl aws

The Registrant's Articles of Incorporation and
By-l aws are included
as exhibits (3)(i) and (3)(ii), respectively.

(11) Statement Regarding Conputation of Per Share
Ear ni ngs

The statenment regardi ng conputati on of per share
earnings is
i ncluded as Note 10 of the Notes to Consolidated

Fi nancial Statenents in the 1997 Annual Report
to Stockhol ders
and is incorporated herein by reference.

(13) Annual Report to Security Hol ders
(21) Subsidiaries of Registrant:

First Community Bank, Inc. ( a West Virginia
Cor por at i on)
First Comunity Bank of Mercer County, Inc. ( a West
Vi rgi nia Corporation)
First Conmunity Bank of Southwest Virginia, Inc. ( a
Vi rginia Corporation)
Blue Ridge Bank, 1Inc. (a North Carolina
Cor por at i on)

(23) Independent Auditors' Consent

20
SI GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the
Securities



Exchange Act of 1934, the Registrant has duly caused this
report to be

signed on its behalf by the undersigned, thereunto duly
aut hori zed.

BY: /s/
Pr esi dent and Chi ef
Executive Oficer

Pursuant to the requirenents of the Securities Exchange Act
of 1934, this
report has been signed below by the followi ng persons on
behal f of the
Regi strant and in the capacities and on the dates indicated.

BY: /s/
Princi pal Accounting Officer
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Si gnature
Title
Dat e

/sl Di rector
3/31/98
(Sam C ar k)

/sl Director
3/ 31/ 98
(Al'len T. Hammer)

/sl

Pr esi dent, Chi ef Executive Oficer

3/31/98

(Janes L. Harrison, Sr.) and Director (Principal Executive
O ficer)

/sl Di rector
3/31/98
(B. W Harvey)

/sl Di rector
3/31/98
(I'. Norris Kantor)

/sl Vi ce
Presi dent, Chi ef Fi nanci al
3/31/98

(John M Mendez) O ficer and Director
(Principal

Fi nancial O ficer)

/sl Di rector
3/ 31/ 98




(A. A Mddena)

/sl
3/31/98
(Robert E. Perkinson, Jr.)

/sl

of t he Boar d and
3/ 31/ 98

(Wlliam P. Stafford)

/sl

3/ 31/ 98

(WlliamP. Stafford, 11)

/sl
3/31/98
(W W Tinder, Jr.)

/sl
3/31/98
(Harold M Wbod)
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Exhi bit 3i
ARTI CLES
OF

| NCORPCORATI ON
OF

FI RST COVMUNI TY BANCSHARES,

Fl RST: The name of this corporation is First

Bancshares, Inc.

Di rector

Chai r man
Director

Di rector

Di rector

Di rector

Conmuni ty

SECOND: The regi stered agent for the corporation is CSC

Servi ces of Nevada,

Inc. , whose street address and mailing address are 502 East

John Street,
Carson City, NV 89706

THI RD: The purpose or purposes for which this corporation

is organi zed are
as foll ows:

To own, buy, acquire, sell, exchange, assign,

in and with rea
and personal property and any interest or

To own, buy, acquire, sell
pl edge and deal with voting
stock, non-voting stock, notes,

| ease and dea

right therein;

assign,

evi dences



of indebtedness and rights

and options in and to other corporate and non-
corporate entities, and to pay

therefor in whole or in part in cash or by
exchangi ng therefor stocks, bonds,

or other evidences of indebtedness or securities
of this or any other

corporation, and while the owner or holder of any
such stocks, bonds,

debent ures, not es, evidences of indebtedness or
ot her securities, contracts,

or obligations, to receive, collect, and dispose
of the interest, dividends

and incone arising fromsuch property, and to
possess and exercise in respect

thereof, all the rights, powers and privileges of
owner shi p, including al

voting powers on any stocks so owned

To borrower noney without Iimt as to amount; and

To engage in any lawful act or activity for which
corporations may be
organi zed under the laws of the State of Nevada.

FOURTH: The total nunber of shares of stock which the
corporation shall have

authority to issue is Ten MIlion (10,000,000) shares of
Conmon Stock, all of

a par value of One Dollar ($1.00) each, and One MIllion
(1, 000, 000) shares of

preferred stock, whose par or face value, voting powers, designations,

preferences, interest rate, linmtations, restrictions and relative
ri ghts shal

be determined from tinme to time by resolution of the Board of
Directors of

the corporation.

FI FTH:  The name and post office address of the incorporator is as

fol | ows:
NAME POST OFFI CE ADDRESS
Eugene E. Derryberry P. O, Box 40013

Roanoke, VA 24038

SI XTH: The nenbers of the corporation's governing board shall be
styl ed as directors. The initial directors of the
corporation shall consist
of 12 persons, divided into the aforesaid classes as foll ows:

Class A

Al'len T. Hammer 3 Lincoln Vay
Buckhannon, W 26201

B. W Harvey c/o Acme Markets



P. O. Box 1457
Bl uefield, W 24701

John M Mendez #6 Sandri ne Pointe

Princeton, W 24740

Har ol d Whod Box 97

Fl at Top, W 25841
Class B
Sam Cl ark State Farm | nsurance

Box 700
Cceana, W 24870

Robert E. Perkinson, Jr. MAPCO Coal , Inc.
P. 0. Box 1349
Bl uefield, VA 24605
WlliamP. Stafford Pri nceton Machi nery Service
HC 71, Box 6
Princeton, W 24740
WW Tinder, Jr. Ti nder Enterprises
P. O. Box 980
Bl uefield, W 24701
Class C
Janmes L. Harrison, Sr. P. O. Box 5462

Princeton, W 24740

I. Norris Kantor Kat z, Kantor &
Per ki ns

P. 0. Box 727

Bl uefield, W 24701

A. A. Mbdena 4 Wndsor Circle
Drive
Bl uefield, VA 24605
WlliamP. Stafford, |1 Brewster, Morhous &
Caner on
P. O. Box 529

Bl uefield, W 24701

The nunber of directors of the corporation, not
| ess than 12, shall be fixed

in accordance with the Bylaws. Directors shall be
divided into three cl asses

(A, Band C). The initial term of office for
directors in Classes A, B and

C shall expire at t he Annual Meet i ng of
St ockhol ders in 1998, 1999 and 2000,

respectively. At each Annual Meet i ng of
St ockhol ders, directors for the class

whose termthen expires shall be elected for a
termof office to expire at



the third succeeding Annual Meet i ng of

St ockhol der s after election, and
shal |

continue to hold office wuntil their respective
successors are elected and

qualify. In the event of any increase or decrease
in the nunber of directors

fixed by the Byl aws, all classes of directors
shal | be increased or decreased

as equally as possible. No person who has

attained the age of 70 years shal

be elected or appointed as a director of this
corporation; provided, however

that every person, otherwi se eligible, who was
serving as a director of the

corporation on Decenmber 31, 1990, shall continue
to be eligible for

re-election as a director of the corporation
regardl ess of age.

Al'l vacancies on the Board of Directors, including
those resulting from an

increase in the authorized nunber of directors,
shall be filled by the

affirmative vote of a mpjority of the directors
then in office, whether or not

a quorum Each director so chosen shall hold
office until the expiration

of the termof the class to which his position has
been assigned. No decrease

in the nunmber of directors constituting the Board
of Directors shall shorten

the term of any incumbent director. No director
may be renmoved from office

except for cause relating to t he proper
performance of this duties as a

director and then only by the affirmative vote of
the hol ders of nore than

two-thirds of the stock of the

corporation then outstanding and entitled to vote thereon

cl ass) at

SEVENTH

(wi t hout voting by
a nmeeting duly called for that purpose

The affirmative vote of the holders of nore than
twot hirds of the stock of

the corporation then outstanding and entitled to
vote thereon (w thout

voting

by class) shall be required to anend or repea
this Article or adopt any

provi sion inconsistent herew th.

Section 1. The corporation shall not be governed
by the provisions of



Nevada

Revi sed Statutes 78.411 to 78.444, inclusive. The
provisions of this

Article

shall govern in lieu thereof. For the purposes of
this Article:

(A The Term "Busi ness Conbi nati on" means any of
the follow ng
transactions:

(1) Any merger or consolidation of t he
corporation or any

Subsidiary with

or into any Interested Stockhol der, or

(i) Any sal e, |ease, exchange, transfer, or
ot her disposition (in one
transaction or a series of rel at ed
transactions) to or with any
I nterested Stockhol der of any assets of
the corporation or
any
Subsidiary when such assets have an
aggregate fair market
val ue
of $5, 000,000 or nore; or

(iii) The issuance or transfer to any
I nterested Stockhol der by the

corporation or any Subsidiary (in one
transaction or a series of

transactions) of any equity securities of the
corporation or any

Subsi di ary

where any such equity securities have -an
aggregate fair market

val ue of

$5, 000, 000 or nore; or

(iv) The adoption of any plan or proposa
for the liquidation or

di ssol ution

of the corporation; or

(v) Any agreenment, contract, or ot her
arrangenment providing for

any of

the transactions descri bed in this
definition of a Business

Comnbi nati on"

(B) A "Person" nmeans any individual, firm
corporation, or other entity.

(O "Interested Stockholder" means (i) any person (other
than the
corporation, a Subsidiary of the corporation, or any profit-



sharing, enployee

stock ownership or enployee benefit plan of the corporation
or a Subsidiary of

the corporation, or any trustee of a fiduciary with respect
to any such plan

acting in such capacity) that is the direct or indirect
beneficial owner (as

defined in Rule 13d-3 and Rule 13d-5 under the Securities
Exchange Act of

1934 (111934 Act") as in effect on January 1, 1990) of 15
percent (15%

or nore of the outstanding capital stock of the corporation
entitled to vote

for the Election of Directors, and (ii) any Affiliate or
Associ ate of any

such person, includingany corporation which after the
transaction in question would be an Interested Stockhol der.

(D "Affiliate,, and "Associate" shall have the respective
meani ngs gi ven

those terms in Rule 12b-2 of the General Rules and
Regul ati ons under the

1934 Act, as in effect on January 1, 1990.

(E) "Subsi di ary" means any business entity, fifty percent
(509 or nore of
which is directly or indirectly owned by the corporation

(F)"Continuing Director" means any nmenber of the Board of
Directors of the

corporation who is neither an Interested Stockholder nor
affiliated wth,

proposed or nomnated by, or controlled by an Interested
St ockhol der.

Section 2. |If the provisions of Section 3 of this Article
have not been
satisfied, any Business Conbination shall require the

affirmati ve vote, in

person or by proxy, of the holders of nmore than eight-five
percent (85% of

the stock, or the maximum allowed by law, if less, of the
corporation then

outstanding and entitled to vote (w thout voting by class).
Such affirmative

vote shall be required notwithstanding the fact that no
vote may be required

or that some | esser percentage nmay be specified, by law or
in any agreenent

of the corporation with any national securities exchange or
ot herwi se.

Section 3. Any Business Combi nation shall require only such
affirmative vote

by the holders of all classes of the capital stock of the
corporation

("Hol ders") as is required by applicable law and any other
provi sion of the

Certificate of Incorporation of the corporation



exclusive of Section 2 of this Article, if the conditions
of either
Subpar agraph (A) or (B) are net;

(A The Busi ness Conbi nati on has been approved by a vote
of a mpjority of all

the directors, and by a vote of a mgjority of all the
Conti nuing Directors; or

(B) Al of the followi ng conditions have been satisfied:

(1) The Hol ders shall receive an aggregate amount of (i)
cash and (ii) fair

mar ket value (as of the date of the consummation of the
Busi ness Combi nati on)

of consideration other than cash, at least equal to the
greater of (i) the

hi ghest per share price (including any br oker age
commi ssi ons, transfer taxes,

and fees) paid by the Interested Stockhol der for any shares
of such class or

series of stock acquired by the Interested Stockhol der, or
(ii) in the case

of preferred stock, the highest preferential anount per
share applicable to

such stock; and

(2) The consideration to be received by Holders of any
class or series of

out st andi ng conmon or preferred stock shall be in cash or
in the same form

as the Interested Stockholder has previously paid for
shares of such class

or series of stock. |If the Interested Stockhol der has paid
for shares of any

cl ass or series of stock wth varyi ng forns of
consi deration, the form of

consi deration given for such class or series of stock in
the Busi ness

Combi nation shall be either cash or the form used to
acquire the |argest

number of shares of such class or series of st ock
previously acquired by the

I nterested Stockhol der; and

(3) A proxy statenment conplying with the requirenments of
the 1934 Act and

the rules and regulations thereunder (or any subsequent
provi sions replacing

the 1934 Act and such rules and regulations) shall be
mailed to the

stockhol ders of the corporation at |east 30 days prior to
t he hol di ng of any

meeting of stockholders of the corporation to vote upon the
Busi ness

Combi nati on (whether or not such proxy or information



statement is required

pursuant to the 1934 Act or any subsequent provisions)
whi ch shall contain

in t he forepart thereof in a promnent pl ace any
reconmendations as to the

advi sability (or i nadvi sability) of t he Busi ness
Combi nati on whi ch the
Continuing Directors nmay choose to state and, if deened

advi sable by a majority

of the Continuing Directors, an opinion of a reputable
i nvest ment banking firm

as to the fairness (or lack of fairness) of the terns of
such Busi ness

Combi nation fromthe point of view of the Holders of any
class of voting

st ock of the corporation other than the I nterested
St ockhol der (such

i nvestment banking firmto be selected by a mpjority of the
Conti nui ng

Di rectors, to be furnished with all information it
reasonably requests, and to

be paid by the corporation a reasonable fee for its
services upon receipt by

the corporation of such opinion).

Section 4. A mjority of the Continuing Directors shal
have the power to

make all determinations wth respect to this Article
i ncludi ng w t hout

limtation deternmining the transactions that are Business
Conbi nati ons, the

persons who are Interested Stockholders, the time at which
an Interested

St ockhol der becane an Interested Stockholder, the fair
mar ket val ue of any

assets, securities, or other property, and whether a person
is an Affiliate or

Associ ate of another; and any such determ nations of such
Continuing Directors

shal | be concl usive and bindi ng

Section 5. Nothing contained in this Article shall be
construed to relieve

any Interested Stockholder fromany fiduciary obligation
i mposed by | aw.

Section 6. Notwi thstanding any other provisions of the
Certificate of

Incorporation or of the Bylaws of the corporation (and in
addition to any

other vote that may be required by |aw or of the Bylaws of
the corporation),

the affirmative vote of the Holders or nmore than 85% of the
stock of the

corporation then outstanding and entitled to vote (without
voting by cl ass)

shall be required in order to amend or repeal this Article



or adopt any
provi sion inconsistent herewith

El GHTH: (a) The corporation shall indemify any person who
was or is a

party or is threatened to be nmde a party to any
t hr eat ened, pending or

conpl et ed action, suit or proceeding, whether civil
crimnal, admnistrative

or investigative (other than an action by or in the right
of

the ~corporation) by reason of the fact that he is or was a
director, officer

enpl oyee or agent of the corporation, or is or was serving
at the request

of the corporation as a director, officer, enployee or
agent of another

corporation, partnership, joint venture, trust or other
enterprise, against

expenses (including attorneys, fees), judgnents, fines and
amounts paid in

settlenent actually and reasonably incurred by him in
connection with such

action, suit or proceeding if he acted in good faith and in
a manner he

reasonably believed to be in or not opposed to be the best
interests of the

corporation, and, wth respect to any crimnal action or
proceedi ng, had no

reasonabl e cause to believe his conduct was unl awf ul .

(b) The corporation shall indemify any person who was or
is a party or is

threatened to be made a party to any threatened, pending or
conpl eted action

or suit by or in the right of the corporation to procure a
judgnment inits

favor by reason of the fact that he is or was a director
of ficer, enployee

or agent of the corporation, or is or was serving at the
request of the

corporation as a director, officer, enployee or agent of
anot her corporation

partnership, joint venture, trust or other enterprise
agai nst expenses

(including amounts paid in settlenent and attorneys' fees)
actual ly and

reasonably incurred by himin connection with the defense
or settlenment of

such action or suit if he acted in good faith and in a
manner he reasonably

believed to be in or not opposed to the best interests of
the corporation,

except that no indemification shall be made in respect of
any claim issue

or matter as to which such person shall have been finally
adj udged to be



liable to the ~corporation unless and only to the extent
that an appropriate

court shall determ ne upon application that, despite the
adj udi cati on of

liability but in view of all the circunstances of the case,
such person is

fairly and reasonably entitled to indemify for such
expenses as the court

shal | deem proper

(c) Any indemification under subsections (a) and (b) of
this Article (unless

ordered by the court) shall be made by the corporation only
as authorized in

the specific case upon a determ nation that indemification
of the director,

officer, enployee or agent is proper in the circunstances
because he has

met the applicable standard of conduct set forth in
subsections (a) and

(b) of this Article. Such determ nation shall be made (1)
by the Board of

Directors by a mpjority vote of a quorumconstituting of
directors who were

not parties to such action, suit or proceeding, or (2) if
such a quorumis

not obtainable, or, weven if obtainable a quorum of
di sinterested Directors

so directs, by independent legal counsel in a witten
opi nion, or (3) by the

st ockhol ders.

(d) Expenses incurred by an officer or director in
defending a civil or

crimnal action, suit or proceeding shall be paid by the
corporation as

incurred and in advance of the final disposition of such
action, suit or

proceedi ng upon receipt of an undertaking by or on behalf
of such director

or officer to repay such amount if it shall ultimtely be
determ ned by a

court of conpetent jurisdiction that he is not entitled to
be i ndemi fied by

the corporation as authorized in this section. Such
expense incurred by

ot her enployees and agents may be so paid upon such terns
and conditions,

if any, as the Board of Directors deens appropriate

(e) The corporation may (but need not) purchase and
mai ntai n i nsurance on

behal f of any personal who is or was a director, officer
enpl oyee or agent of

the corporation, or is or was serving at the request of the
corporation as a

di rector, of ficer, enpl oyee or agent of anot her



cor poration, partnership,

joint venture, trust or other enterprise against any
liability asserted agai nst

him or expenses incurred by himin any such capacity, or
ari sing out of

this status as such, whether or not the corporation would
have the power

to indemify himagainst such liability under this section

(f) No director of the corporation shall be liable to the
corporation or

its stockhol ders for nonetary damages for breach of
fiduciary duty as a

director, provided that such provision shall not elimnate
or limt the

liability of a director; (i) for any breach of t he
director's duty of loyalty

to the corporation or its stockholders; (ii) for acts or
om ssions which

i nvol ve intentional msconduct, fraud or a know ng
violation of law, (iii) for

the payment of any distribution in violation of Nevada
Revi sed Statute 78.300

or (iv) for any transaction from which the director derived
an i nproper

personal benefit.

Date: July 24, 1997
Eugene E. Derryberry
I ncor por at or

Conmonweal th of Virginia)

City of Roanoke)

Subscri bed and sworn to before me in ny jurisdiction
aforesaid this 25th day

of July, 1997.

/sl Leigh S. Holland
Notary Public

my comm sSion expires: 9- 30-98
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Exhi bit 3ii

BYLAWS OF

FI RST COVMUNI TY BANCSHARES, | NC.

1. Annual Meeting of Stockhol ders

The regular Annual Meeting of the Stockholders of the



Corporation for the

election of directors and the conducting of such other
busi ness as may be

appropriate shall be held during April of each year, on such
date and at such

time and place as may be fixed by the Board of Directors.
Noti ce of such

meeting, stating the purpose thereof, shall be nailed to al
st ockhol ders not

Il ess than ten (10) days nor nore than sixty (60) days prior
to the date

t her eof.

The stockhol ders shall neet annually on the day
appoi nted and shall elect a

Chairman and Secretary of the neeting. The Chairnan,
Chi ef Executive O ficer

or other Executive Oficers of the Holding Corporation
shall then subnmit to the

stockholders a <clear and concise statenment of the
financial condition of the

Corporation for the preceding year and a review of the
busi ness of the

Cor por ati on.

A record of the Stockhol ders, Meeting, giving the nunber of
shares represented

by proxy and in person, shall be made and entered in the
records of the

meeting in the mnute book of the Corporation. The
st ockhol ders shall proceed

to the election of directors and to the transaction of any
ot her business that

may properly come before the nmeeting as prescribed by Nevada
law. The

record of the neeting shall show the nunber of shares voting
for, voting

agai nst or abstaining on each resolution, or voting for
voting agai nst, or

wi t hhol ding authority on each candidate for director
Proxi es shall be dated

and shall be filed with the records of the neeting

Any nominations to the Board of Directors other than
those made by or on

behal f of the existing managenent of the Corporation
shall be made in

witing and shall be delivered or nmmiled to t he
Secretary of the Corporation

not less than thirty (30) days prior to any neeting of
t he stockhol ders

calling for the election of directors, provi ded,
however, that if |ess than

thirty (30) days notice of the meeting is given to
st ockhol ders, such notice

of nomination shall be mailed or delivered to the
Secretary of the

Corporation no |ater than the close of business on the
seventh day foll ow ng



the day on which the notice of the neeting was nmail ed.
The Chairnman of

the nmeeting may disregard nonminations not made in
accordance herewi th, and

direct the vote tellers to disregard all votes cast for
such noni nee.

The Chairman of the meeting shall notify the directors of
their election, and

the directors shall inmmediately follow ng the regul ar Annua
Meeti ng of the

St ockhol ders organi ze and elect the officers for the current
year.

A mjority of the shares entitled to vote, represented
in person or by proxy,

shal | constitute a quorum at nmeeti ngs of the
st ockhol ders.

At each election for directors every stockholder
entitled to vote at such

el ection shall have one vote for each share of stock
hel d

The directors so elected shall serve pursuant to the
provi sions of Article

Sixth of the Articles of Incorporation or until their
successors are el ected

and qualify, subject to the further provisions of these
Byl aws.

Speci al meetings of the stockhol ders may be held at any
time on call of the

Board of Directors. Notice of such nmeeting, stating the
pur pose or purposes

shall be given to all stockholder by namil to their |ast
known address, mail ed

not less than ten (10) days nor nmore than sixty (60)
days prior to such

meeting unl ess otherw se required by | aw

If for any cause the annual election of directors is not
hel d pursuant to

these Bylaws, the directors in office shall order an
election to be held on

some other day, of which special notice shall be given
in accordance with

the requirenents of law, and the neeting conducted
according to the provisions

of Section 1 of these Byl aws.

The proceedings of all regular and special neetings of
the Board of Directors

and of the stockholders and reports of the commttees or
directors, shall be

recorded in the mnute book; and the minutes of each
nmeeting shall be signed

by the Chairman or the President and attested by the



Secretary of the
Cor por ati on.

2. Directors.

The menbers of the Board of Directors shall be stockhol ders,
and every such

director shall own in his own right shares of stock of the
Cor poration of the

aggregate par value of not less than One Hundred Dollars
($100.00). The

initial Board of Directors shall consist of twelve (12)
directors, classified

in accordance with the Articles of Incorporation; and
thereafter the nunber

of directors of the Corporation shall be not less than 12
and not nore than

20, as shall be fixed fromtinme-to-time by resolution of the
Board of

Directors. Directors shall serve until their successors
shal | have been

el ected and qualified in conformty with the provisions of

Article Sixth of the Articles of Incorporation and the
provi sions of these

Byl aws.

Al'l  vacancies on the Board of Directors, including those
resulting from an

increase in the authorized nunber of directors, shall be

filled by the

affirmative vote of a mpjority of the directors then in
of fice, whether or not

a quorum Each director so chosen shall hold office unti
the expiration of

the term of the director, if any, whom he or she has been
chosen to succeed,

or if none, until the expiration of the term assigned. No
decrease in the

nunber of directors constituting the Board of Directors
shall shorten the term

of any incunmbent director

Directors shall hold regular neetings and shall neet at
| east once each

quarter. The Board of Directors shall have the power to
do, or cause to be

done, all things that are proper to be done by the
Corporation. The directors

shal |l be authorized to appoint a director in lieu of the
President to serve

as Chairman of the Board, shall define the duties of the
Chi ef Executive

O ficer of the Corporation, fix the conpensation of such
of ficer and may

enpl oy and disniss any officer of the Corporation.



A mgjority of the Board of Directors shall be necessary
to constitute a quorum

for the transaction of business, except that those
present may adjourn until

a quorumis obtained and except as otherw se provided by
these Byl aws and by

I aw.

Special meetings of the directors may be called by the
Chai rman of the Board
by the President or by any four directors.

3. Oficers.

The officers of the Corporation shall be a Chairman of the
Board, President

and Chief Executive Oficer, one or nbre Executive Vice
Presi dents, Seni or

Vice Presidents, Vice Presidents, Secretary, and such other
of ficers,

i ncludi ng Assistant Vice Presidents, as may be fromtine to
time required for

the pronpt and orderly transaction of its business, to be
el ected or appointed

by the Board of Directors, by whomtheir several duties
shal | be prescribed

At the option of the Board of Directors, any conbination of
the foregoing

offices may be held by the sane person.

The Chairman of the Board and the President shall be
directors. They shal

hold office for the current year for which the Board of
Directors was el ected

unl ess either shall resign, becone disqualified, or be
renoved. Any vacancy

occurring in the office of the Chairnman or the President
shall be filled by

the Board of Directors. All other officers shall be
appoi nted by the Board

of Directors to hold their respective offices at the
will and pleasure of the

Board of Directors.

<PAGE>

The appropriate executive and subordinate officers of the
Cor poration shall be

responsible for any such sums of noney, property and
val uabl es of every

description which may be entrusted to their care or which
may fromtime to

time cone into their care by virtue of their respective
offices and shall give

such bond as shall be required by law and by the Board of
Directors, in

principal anmpbunt and with security to be approved by the
Board of Directors



conditioned on the faithful discharge of their respective
duties and their

faithful and honest application and accounting for all suns
of nmoney and

ot her property that may cone into their care.

In the absence of the President and Chief Executive
O ficer, the Executive

Vice President, or in his or her absence, a Senior Vice
Presi dent shall

performall acts and duties pertinent to the offices of
the President and

Chi ef Executive Oficer, except such acts and duties as
the President and

Chi ef Executive Oficer only are authorized by law to
perform

There shall be appointed a Secretary of the Corporation,
who shal |l be

responsible for the m nute book of the Corporation, in
whi ch shal | be

mai nt ai ned and preserved the Articles of Incorporation,
the Byl aws, the

returns of elections, the proceedings of regular and
speci al nmeetings of the

Board of Directors, of the stockholders and of all
comrittees established by

the Board of Directors.

4. Seal .

The following is an inpression of the seal adopted by the
Board of Directors
of the Corporation:

5. Conveyance of Real Estate.

Al'l  transfers and conveyances of real estate shall be nade
by the Corporation

pursuant to resolution of the Board of Directors and shall
be signed by the

President, Chief Executive Oficer, Vice President or such
ot her officer as

may be hereafter authorized.

6. Executive Commttee.

The Board may appoint an Executive Conmittee consisting of
the Chairnman of

the Board, the President, the Chief Executive Oficer and
such ot her nmenbers

of the Board of Directors as shall be appointed, which
comrittee shall have

full power and authority to

do or cause to be done all things which may be done by the



Board of Directors,

except as otherw se prohibited by law. The proceedi ngs of
such committee

shall be signed by the Chairman or the President, and
recorded in the mnute

book of the Corporation.

7. Oher Conmittees.

The Board of Directors nmay establish fromtine to tinme such
other comittees

from its nmenbers, or otherwi se, as are deemed appropriate
for the operation

and performance of its duties and responsibilities.
Committees shall be

formed by proper resolutions of the Board of Directors
setting forth the

duties, responsibilities and operations of such comrttees.
The resol utions

of the Board of Directors shall set forth the nmanner in
which the comittees

are to be fornmed, the number of persons constituting the
comr ttee and such

other matters as are deenmed proper by the Board of
Directors.

The Audit Conmittee shall consist of three menmbers of
the Board of Directors

who are not enployees of the Corporation, who shall be
appoi nted by and serve

at the pleasure of the Board of Directors. The Audit
Conmittee shall neet

with the Corporation's independent auditors at | east
annual |y and shall be

responsible for reviewing the financial records and
reports of the Corporation

and its subsidiaries, and reporting to the Board of
Di rectors thereon.

Al'l conmittees established by the Board of Directors may
by proper authority

of the Board of Directors be permtted to enploy
personnel to assist in the

performance of its duties, and the nmenbers of the
comi ttee nay have

compensation fixed for themby the Board of Directors.

8. Transfer of Stock.

The stock of this Corporation shall be assignable and
transferable only on the

books of the Corporation, subject to the provisions of the
laws of the State

of Nevada. A transfer book shall be naintained in which all
assi gnnents and

transfers of stock shall be recorded.

Transfers of stock need not be suspended for the
decl aration of dividends



in cash or stock, nor in case of a new stock issue. In
all cases stock of the

stockhol der of record as of the date fixed by the Board
of Directors shall be

entitled to such dividends, and the right, if any, to
subscribe to a new issue

Certificates of stock shall be signed by such officers
as designated by the

Board of Directors by resolution. The certificates
shall state upon the face

thereof, that the stock is transferable only upon the
books of the Corporation

and when stock is transferred, the certificates thereof
shall be returned to

t he

<PAGE>

Cor poration, cancelled, preserved and new certificates
i ssued. No
certificates for fractional shares shall be issued

9. Checks and Drafts.

Al'l checks and drafts of the Corporation shall be signed by
an officer or

of ficers of the Corporation designated by the Board of
Directors.

10. Amendnment of Byl aws.

These Byl aws nay be anmended at any tinme by vote of a
majority of the Board

of Directors at a neeting called for that purpose upon
notice thereof given

in the call for the neeting.

The attached Byl aws were approved at a regul ar
neeting of the Board of
Directors of First Community Bancshares, Inc. held

on the day
of , 1997
ATTEST:
Secretary
<PAGE>
Exhi bit 23

| NDEPENDENT AUDI TORS' CONSENT

We consent to the incorporation by reference in Registration Statenment



33-72616 on Form S-8 and 333-2996 on Form S-4 of First Community Bancshares,
Inc. of our report dated January 30, 1998, incorporated by reference in this
Annual Report on Form 10-K of First Conmunity Bancshares, Inc. for the year
ended Decenmber 31, 1997.

Deloitte & Touche
Pi ttsburgh, PA
March 31, 1998

Section 2: EX-27 (ARTICLE 9 FDS FOR 10-K)

Table 1

<ARTI CLE> 9
<MULTI PLI ER> 1000

<PERI CD- TYPE> 12- MOS

<FI SCAL- YEAR- END> DEC- 31- 1997
<PERI OD- START> JAN-01- 1997
<PERI OD- END> DEC- 31- 1997
<CASH> 34,617

<| NT- BEARI NG- DEPOSI TS> 145

<FED- FUNDS- SOLD> 12, 406
<TRADI NG- ASSETS> 0
<I NVESTMENTS- HELD- FOR- SALE> 161, 795

<I NVESTMENTS- CARRYI N& 109, 174
<I NVESTMENTS- VARKET> 112, 263
<LOANS> 671, 817

<ALLOWANCE> 11, 406

<TOTAL- ASSETS> 1, 042, 349
<DEPOCSI TS> 853, 507
<SHORT- TERM> 55, 056

<Ll ABI LI TI ES- OTHER> 11, 455
<LONG- TERM> 24,444
<PREFERRED- MANDATORY> 0
<PREFERRED> 0

<COMMON> 5, 756

<OTHER- SE> 92,131

<TOTAL- LI ABI LI TI ES- AND- EQUI TY> 1, 042, 349
<I NTEREST- LOAN> 59, 753

<I NTEREST- | NVEST> 15, 088
<| NTEREST- OTHER> 993

<| NTEREST- TOTAL> 75, 834
<| NTEREST- DEPCSI T> 28,773
<I NTEREST- EXPENSE> 32,890

<I NTEREST- | NCOVE- NET> 42,944

<LOAN- LOSSES> 4,963

<SECURI Tl ES- GAI NS> 6

<EXPENSE- OTHER> 24, 672

<I NCOMVE- PRETAX> 21, 970

<I NCOVE- PRE- EXTRAORDI NARY> 21,970



<EXTRAORDI NARY> 0
<CHANGES> 0
<NET- | NCOVE> 15, 094
<EPS- PRI MARY> 2.67
<EPS- DI LUTED> 2.67
<Yl ELD- ACTUAL> 5. 25

<LOANS- NON> 9, 988

<LOANS- PAST> 4,391

<LOANS- TROUBLED> 534
<LOANS- PROBLEM> 14, 379
<ALLOWANCE- OPEN> 8,987

<CHARGE- OFFS> 5,198
<RECOVERI ES> 673

<ALLOWANCE- CLCOSE> 11, 406
<ALLOWANCE- DOVESTI C 9, 593
<ALLOWANCE- FOREI G\> 0

<ALLOWANCE- UNALLOCATED> 1, 813

Section 3: EX-13

Fi nanci al highlights

Table 1

(Anpbunts in Thousands, Except Percent and Per Share Dat a)

Ear ni ngs and Di vi dends

1997 1996 1995

Net incone $15, 094 $13, 917 $12, 789
Basi ¢ earnings per share 2.67 2.48 2.28
Cash dividends per share 1.30 1.14 .99
Return on average equity 16. 05% 16. 26% 16. 77%
Return on average assets 1.59% 1.73% 1.70%
Tabl e 2
Bal ance Sheet Data At Year-End

1997 1996 1995
Total assets $1, 042, 349 $837, 642 $780, 280
Earni ng assets 955, 337 775, 244 723,616
Deposits 853, 507 643, 497 622, 723
Securities sold under agreements to repurchase52, 351 53, 031 50, 205
St ockhol ders' equity 97, 887 89, 303 80, 438

Table 3

Tabl e of Contents



Message to Stockhol ders 3

Managenment's Di scussi on and Anal ysis 12
Consol i dated Financi al Statenents 25
Board of Directors 52

Message to Stockhol ders

TO OUR STOCKHOLDERS!

Record setting earnings, exciting increases in
st ockhol der val ue, significant

growh in total resources and equity, and a change of
identity highlight 1997

Your Board of Directors, managenent and nenbers of
the staff proudly present

to you this report on the performance of First
Conmuni ty Bancshares, Inc. for

1997, and a review of other activities of your
Conpany during the year.

Ef fecti ve Septenber 30, 1997, the nane of your
Conpany was changed to First

Community Bancshares, Inc. to mirror the identity of
our banks in West

Virginia and Virginia

Concurrent with the Septenber 30th nane change, we
compl eted the change of
corporate domicile from Del aware to Nevada. While
FCFT has served us well and

represented the conming together of two of southern
West Virginia' s premer

banks, use of a unified identity for your Conpany and
its menber banks in the

future is not only nmuch nore effective but it is also



nore cost efficient.

The strong performance of your Conpany in 1997 is
reflected best by the

significant increase in the market value of your
stock which ended the year at

an average of bid and ask prices of $38.06 per share
On March 31, 1997, we

enjoyed a five-for-four stock split in the formof a
25% st ock di vi dend

therefore, all per share data of previous periods
referred to herein has been

adj ust -

<PAGE>

ed accordingly. First Comunity's year-end stock
price represents a nultiple

on earnings of 14.3X and 220% of year-end book val ue
conpared with 11.1X

earnings and 175% of book value reported at the end
of 1996. Dividends of

$1. 30 per share for 1997 represent a cash yield on
begi nni ng mar ket val ue

of 4.7% substantially in line with many other
financial instrunents which

unl i ke our stock, do not possess potential for
future appreciation. This

potential was strongly recognized in 1997 as the

mar ket val ue of your stock

i ncreased 37.9% over year-end 1996. which. when

conbined with 1997's



di vi dends, provided a total return to sharehol ders
of 42.6%

Record earnings for 1997 of $15.094 nillion represent
an 8.46% i ncrease over

the $13.917 million reported for 1996. It is our
belief that net income

performance is not only an eval uati on of how wel

your Conpany performed

during the past year, but also a strong indication of
its future potential .

Net incone performance nay be expressed better as
ear ni ngs per share which

were $2.67 in

1997 as conpared with $2.48 in 1996, a 7.66% i ncrease
Di vi dends per share

al so grew in 1997, increasing 14.04%to $1.30 conpared
with $1.14 paid in

1996. Since our Conpany's inception in 1990, net

i ncome has nore than

tripled representing an average increase of 28.68% per
year. Strong net

i ncome performance enhances sharehol der val ue through
increases in

book val ue and divi dends, providing the Conpany with
the resiliency need-

ed to respond to econom ¢ downturns and the resources
needed to sup-

port new activities and projects which are required

for maintaining excel -



I ence in the banking industry today.
The ability to use capital and assets to produce net
i ncone is indicated
by Return on Average Equity and Return on Average
Assets. Return on
Average Equity, which is generally thought of as a
measure of the stewardship
of your investnent in the Conpany, decreased slightly
to 16.05% from
16.26% in 1996, marking the fourth consecutive year in
whi ch Return on
Equity exceeded 16% and continui ng our |eadership role
anongst simlarly-sized
bank hol di ng conpanies in West Virginia. Qur capacity
to produce earnings
per share and dividends has exceeded our plan but not
as greatly as has our
accunul ati on of equity, which results in |ower returns
on equity but greater
capital strength. Return on Average Assets, which
measures the effective
use of assets to produce net incone, decreased to
1.59% from 1. 73% report ed
in 1996. Decreases in Return on
Average Assets were planned as a result of significant
growt h through
acqui sitions conpleted in 1997 and should continue to
decl ine sonewhat in 1998
as we fully integrate these new |l ocations into the
Conpany.
Total resources of First Comunity increased 24.4%
surpassing the $1 billion

threshold and setting a new record of $1.04 billion

at the end of 1997. As



significant as the growth in total resources was the
22. 7% increase in tota

outstanding loans to $672 nillion conpared with $548
mllion reported at the

end of 1996. Wth the growth in | oans however, came
a di sappoi nting increase

in non-performng | oans which ended 1997 at $14.4
mllion or 2.17% of total

| oans and other real estate owned. One relationship
of approximtely $4.8

mllion, or 33.3%of this total, was converted to non-
accrual status in the

fourth quarter of 1997 as the contract for the
custonmer's main |ine of

production was not renewed, causing cash flow to be
i nadequate to service

the debt. This problem asset is expected to be
resolved in the second quarter

of 1998 and a special provision for |oan |osses of
$1.5 million recorded in

Decenber shoul d provi de adequate reserves to absorb
| osses incurred in

l'iquidation of the related coll ateral

Qur Trust and Fi nancial Services Division, with tota

resources of $466

mllion at cost and market value of $655 mllion
provides quality trust
services to custonmers throughout our service regions,

addi ng val ue to many



exi sting banking rel ationshi ps and creating avenues
for obtaining new
relati onships. Included in these services are agency
accounts, trusts, estate
management and settlenment, as well as custodia
services. The Trust and
Fi nanci al Services Division allows us to provide a
nore conpl ete range of
financial services for custoners whose needs exceed
what is offered by
many of our peer institutions.
During 1997, our focus on inproving the quality of
custonmer service
increased in both dinmension and intensity, fromthe
manner in
whi ch a tel ephone is answered to the speed with which
we are
able to respond to a | oan request. Prograns of
custoner surveys, focus
groups, professional shops and service sensitivity
training are all receiving
i ncreased enphasi s.
O her initiatives are in place for 1998 and beyond to
ensure that our
custoners receive the best financial services offered
today. Quality service
is critical to our success in the future.
On April 9,1997, your Conpany's affiliation with Bl ue

Ri dge Bank of Sparta
North Carolina, was conpleted extending First



Comunity into its third state and enhancing the
geogr aphi c diversity of
your

Conpany. Blue Ridge is a $125 million bank with
offices in Sparta, ElKin,

Hays, and Taylorsville, North Carolina. On July
24,1997, First Conmunity

finalized its acquisition of three branches in
Sout hwest Virginia with
t ot al

deposits of approximately $45 million. Two branches,
| ocated in Pound and

Fort Chiswell, Virginia, were purchased from Prenier
Bank-Central. N A and

Prem er Bank-South. N A . respectively. with the
third branch, located in

Cintwood, Virginia, being purchased from First
Vi rgi ni a Banks- Mountain

Enpire. In addition to the three branches purchased
in southwest Virginia

your Conpany opened a branch in Wtheville, Virginia,
on August 1, 1997. This

branch serves as a nei ghbor to our Fort Chiswel
| ocation, as well as a
natural link to our southern West Virginia |locations.

On September 25,1997, First Community conpl eted
its acquisition of the

Man, West Virginia branch of the Huntington National
Bank with total assets of

approxi mately $54 mllion. |In addition to the Man
branch which is | ocated

in Logan County, on October 29,1997, First Community



opened its first in-store
|l ocation in the Wal-Mart Supercenter in Logan, West
Virginia. This location
is referred to as a banking sal es center because of
t he aggressive sales
approach required to nake an in-store |ocation
profitable. The addition
of
10 new banki ng | ocati ons and one new state to our
Conpany in 1997 will
greatly
i mprove conveni ence for our cus-

tomers and add to stockhol der value in the future
24-hour access to customer information through

t el ephone banki ng, XPress PC

Banking for both retail and commercial custoners, and
check i magi ng highlight

t he technol ogi cal advancenents of your Conpany in
1997. In April, custoners

were able to obtain current bal ances of all deposit
and | oan accounts, review

cl eared checks, receive |oan paynent information and
transfer funds with our

24-hour access tel ephone banking service. |n Cctober
we instituted the

nost advanced check processing technol ogy avail abl e
today. Check imaging

i ncreases operational efficiency and expedites
research efforts while adding

to overall custonmer satisfaction by giving custoners a
condensed, nore

useful statement meking reconcil ement and storage nuch
easier. Sone

custoners began receiving these statements in February
1998 with everyone

receiving them by the second quarter of 1998.

In January 1998, custoners began transacting banking
busi ness at home via

their own personal conputers. Custoners can use
XPress PC Banki ng for

conveni ent on-line reconcilenment or sinply keep tabs



on | oan and deposit

bal ances and transfer funds as needed. Commercia
custonmers can use Xpress

PC Banking to access Corporate Cash Managenment giving
themthe ability to

accept and receive electronic

payments, direct deposit their payroll and enjoy the built-in
financial tools
whi ch help plan for and track expenses while nonitoring incone.

The success that your Conpany has enjoyed in 1997 and since its
inception is

the result of the efforts of many individuals who, working
together as a team

share a common vision for your Conpany and continue noving
toward that

vision with unwavering comrtment. Wth the pace at which
change is affecting

the banking industry, we are excited to report how positively
our enpl oyees

bot h accept change and then make the custoner's transition as
snoot h as

possible. To these individuals we owe our thanks. W also say
thank you to

the many nenbers of the Board of Directors who continue to offer
support,

gui dance and encouragenent whether they serve as a nenber of the
Board of

Directors of the Conpany, one of its subsidiaries or as menbers
of Advisory

Boards. The nanes of these individuals are listed in the back
of this Annual

Report and we hope you, as stockhol ders of the Conpany, wll
share with them

your appreciation for a job well done. To you, the nenbers of
our famly of

st ockhol ders and custoners, we continue to offer our
appreciation for your

support and loyalty and hope that you share in our feelings of
Cor porate

pride

Wth the year's performance establishing new record
| evel s yet again, 1998

comes filled with many new chal | enges to be faced and



expectations to be

realized. CQur role as enployees is to add value to
the Conpany; our role as

a conpany is to add value to the |lives of our
custoners; and our role as an

investment is to add value in terns of growth and
returns for you, our owners.

We hope you share in our excitenent about First
Conmunity, its performance

and its future. Qur report to you on the activities
of your Conpany for

1997 is nost respectfully presented in the pages which

foll ow

Si ncerely,

James L. Harrison, Sr.

Presi dent and Chi ef Executive O ficer

MANAGEMENT" S DI SCUSSI ON AND

ANALYSI S
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Managenment's Di scussion and Anal ysis of Financia
Condition and Results of

Oper ati ons

I ntroduction

First Conmunity Bancshares, Inc. ("the Company" or
"First Conmunity") is a

multi-state, multi-bank hol ding conpany headquartered
in Princeton, West

Virginia. Wth total resources of $1.0 billion at
year-end 1997, First

Conmuni ty provides financial and trust services to

i ndi vi dual s and commerci a

custoners through 33 full-service banking | ocations in
West Virginia,

Virginia and North Carolina.

During 1997, the Conpany acquired the Blue Ridge Bank,
headquartered in

Sparta, North Carolina. This transaction, which was
accounted for as a

purchase transaction, was conpleted on April 9, 1997
t hrough the exchange of

cash totaling $23.6 mllion for 100% of the

out st andi ng conmon stock of Bl ue

Ri dge

In July and September 1997, the Conpany acquired
addi tional branches in
Virginia and West Virginia which added approxi mately
$95 nmillion in additiona

resources. The conpletion of the acquisition of
Bl ue Ri dge and the branch

acquisitions, all in 1997, resulted in significant
growth in total resources



of the Conpany between 1996 and 1997 and have a
material inmpact on the
foll owi ng di scussion of financial condition and
results of operations for
First Comrunity in 1997 and in conparison with the
precedi ng fiscal
years.

The Conpany's common stock was split five shares for
four on March 31, 1997.

Al'l share and per share data in this report have been
retroactively adjusted

to reflect this stock split

Sunmmary Financial Results

In fiscal 1997, the Conpany again achi eved record
| evel s of financial

performance along with significant bal ance sheet
growt h of 24% whi ch pushed

total resources over the $1 billion level at the close
of the third quarter

1997

Net income for 1997 of $15.1 nmillion represents an

8.5% i ncrease over the

correspondi ng period in 1996 and continues a thirteen
year trend of increases

in net income. Record earnings in 1997 produced basic
earni ngs per share

of $2.67, representing a 7.7%increase over the
precedi ng year. This

continues the positive trend in basic earnings per
share whi ch have increased

from$2.28 in 1995 to $2.48 in 1996 and, ultimtely,
to $2.67 for the current

fiscal year.

The Conpany's key profitability ratios of Return on
Average Assets (ROA) and

Return on Average Equity (ROE) reflect the strong
ear ni ngs performance of the

Conmpany and conpare quite favorably with regi onal and
nati onal peer groups

ROA, which neasures the Conpany's stewardship of
assets, was a strong 1.59%

and reflects a slight decrease from1.73%in 1996 and
1.70% in 1995. The

reduction in 1997 reflects the Conmpany's growth

t hrough acquisitions in 1997

and the margi nal earnings inpact of acquisitions net

i ntangi bl e anorti zati on.

ROE was 16. 05% whi ch al so conpares quite favorably
with industry averages

but reflects a slight decrease from 16.26% in 1996 and
16.77% in 1995. This

decrease in ROE is principally due to the inpact of
conpounded ear ni ngs whi ch

have increased stockholders' equity from$80.4 mllion
in 1995 to $89.3

mllion in 1996 and $97.9 nillion at the close of



1997.
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Fi ve- Year Sel ected Financi al Data

Table 5

(Anmpunts in Thousands, Except Percent and Per Share Dat a)
1997 1996 1995 19941993

Bal ance Sheet Summary

(at end of period)

Loans, net of unearned incone..$ 671, 817$547, 703$485, 151$421, 189
$396, 804

Reserve for possible

| oan | osses 11, 406 8, 987 8, 321 8,479
9, 568
Securities 270, 969236, 441246, 578268, 906
269, 386
Total assets 1,042,349 837,642780,280744,713 726,438
Deposits 853,507 643, 497 622,723 616,226
607, 685
Long-t erm debt 24,330 15,000 15,000 10, 000 12, 000
St ockhol ders' Equity 97, 88789, 303 80, 438 70, 176 67,716

Sumary of Earni ngs

Total interest incone75,834 64,941 58,954 $53, 723 $52, 883
Total interest expense32, 89026, 933 23, 482 19, 846 20, 292
Provi sion for possible

| oan | osses 4,963 2,273 2,235 1,764 1, 888
Non-i nterest incone 8,661 9,070 7,214 7,035 6, 004
Non-i nterest expense24,672 24,358 22,694 23,238 22,681
I ncone tax expense 6, 876 6,530 4,968 4, 456 4,431
Net | ncome 15,094 13,917 12,789 11,454 9,595
Per Share Data
Basi ¢ Ear ni ngs $2.67 $2.48 $2.28 $2.03 $1.70
Cash di vi dends 1.30 1.14 .99 . 84 . 63
Book val ue at year-endl17.32 15.81 14.38 12. 47 11.98
Sel ected Rati os
Return on average e assets 1.59% 1.73% 1.70% 1.55% 1. 34%
Return on average equityl6.05%l6. 26%16. 77% 16.33% 14. 72%
Di vi dend payout 48.69% 45.97% 43. 42% 41. 38% 37. 06%
Equity to year-end assets9.39%0.67%10. 31% 9.43% 9.32%
Ri sk-based capital to

ri sk-adjusted assetsll.96%17. 02%7. 29% 17.22% 15. 59%
Leverage ratio 6.96% 10.33% 9.86% 9.49% 8. 98%

Common St ock and Di vi dends

On Decenber 31, 1997, First Comunity's common stock closing
price was $38. 06,

an increase of 37.9% fromthe Decenber 31, 1996 closing price
of $27.60.

This strong market performance follows a noderate 4.5% i ncrease
in 1996



The increase in the market price for the Conpany's common stock
in 1997

parall el s overall stock rice increases for other financia
institution stocks

in the md-atlantic and eastern regions.

Book val ue per common share was $17.32 at Decenber 31, 1997
conpared with

$15. 81 at Decenmber 31, 1996, and $14.38 at the close of 1995
The year-end

mar ket price for First Community common stock of $38.06
represents 220% of

the Conpany's book value as of the close of the year and
reflects total market

capitalization of $215 mllion. Utilizing the year-end market
price and 1997

earni ngs per share, First Community common stock closed the
year trading at

a price/earnings multiple of 14.3 tines.

Di vi dends for 1997 total ed $1.30 per share and conpare
favorably with

di vidends in 1996 and 1995 of $1.14 and $0.99, respectively.
The 1997

di vidend represents an increase of 14%in per share dividends
for the year

and resulted in a cash yield on the begi nning of the year

mar ket price of

4. 7%

Tabl e 6
Mar ket Price and Divi dends

Bi d Book
Val ue Cash Di vi dends

1997 Hi gh LOW Per Share Per Share
First Quarter $29. 60 $27.20 $16.04 $ .28
Second Quarter 33.00 28.2516.62 .31
Third Quarter 36. 13 31.75 16. 98 .31
Fourth Quarter 40. 00 32.75 17. 32 .40
$1. 30

</ TABLE>
Tabl e 7
1996
First Quarter $27. 20 $23. 60 $14.70 $ .22
Second Quarter 26. 40 25.60 15.02 .24
Third Quarter 25. 80 24. 80 15.50 .28
Fourth Quarter 28. 80 25. 80 15.81 .40
$1.14

Net Interest Margin



Net interest margin neasures net interest income as a percentage
of average

earning assets. In 1997, net interest margin dropped to 5.25%
for the year

from5.39%in 1996 and 5.38% in 1995. This decrease was due in
| arge part to

a 10 basis point increase in the Conpany's cost of funds. The
cost of funds

was adversely inpacted by the addition of $11.5 million in |ong-
term debt

associated with the purchase of Blue Ridge Bank in April 1997
The increase

in the cost of funds associated with acquisition indebtedness
reduced net

interest margin by approxinmately 8 basis points and represents a

cost of

growt h through acquisition. Despite the 1997 decrease, nargins
for both

1996 and 1997 represent a superior return when neasured agai nst
peer

financial institutions.
Net | nterest |ncone

The fundanmental source of the Conpany's earnings, net interest
incone, is

defined as the difference between income on earning assets and
the cost of

funds supporting those assets. Significant categories of
earning assets are

| oans and securities while deposits and short-term borrow ngs
represent the

maj or portion of interest-bearing liabilities. The |evel of net
i nterest

incone is inmpacted primarily by variations in the volune and m x
of these

assets and liabilities, as well as changes in the level of
i nterest rates.

On a tax equival ent basis, net interest inconme increased $5.3

mllion or

13.1%in 1997 following a $2.6 nmillion or 7.0% increase in 1996
Aver age

earning assets increased 16.1%in 1997 and 6.8.5 in 1996. This
i ncrease

was the primary contributor to the inproving trend in net
i nterest income

and includes the inpact of the Blue Ri dge and branch
acquisitions in 1997.

Provi sion for Possible Loan Losses

The provision for possible |oan | osses represents charges
agai nst operations

to establish reserves for possible |oan | osses inherent in the
Conpany' s

| oan portfolio. The level of expense, as well as the required
| evel of

reserves, is dependent upon a nunber of factors including
hi storical |oss



rati os by loan type, assessnent of specific credit weaknesses
within the

portfolio, concentrations of credit, assessment of the
prevailing economnic

climate, and other factors which nmay affect the overal
condition of the |oan

portfolio.

The provision for possible loan | osses was $5.0 million in 1997
$2.3 mllion

in 1996 and $2.2 million in 1995. The sharp increase in the
provision for

possible loan losses in 1997 of $2.7 mllion was in response to
a notable

increase in net chargeoffs in the Conpany's |oan portfolio and
t he need for

reserves to provide for possible |osses associated with inpaired
| oans (see

reserve for possible |oan | osses on page 21 and non- performn ng
assets on

page 22).

Non-interest |ncone

Non-interest incone consists primarily of fiduciary
i ncome on trust services

and service charges on deposit accounts. Non-interest
i ncone totaled $8.7

mllion in 1997, a $400,000 decrease or 4.5% fromthe
$9.1 million in 1996

and a $1.4 mllion or 20% i nprovenent over the 1995
totals of $7.2 million.

Total non-interest revenues from continuing sources
actual ly increased $1.04

mllion between 1996 and 1997 with this increase due
largely to the

acqui sitions of Blue Ridge Bank in 1997, which
contri buted anot her $457, 000

in other revenues and new branches whi ch added an
addi tional $179, 000.

The overall |evel of noninterest income did decrease
however, due to

significant nonrecurring revenues discussed in the
foll owi ng paragraph.

Non-interest inconme for 1996 included a $1, 450, 000
curtailment gain as a

result of the Conpany's termination of its Defined
Benefit Pension Pl an.

Also in 1996, other income totaling $295, 000 was
received by the Conpany on

life insurance proceeds of a deceased former officer.
Net securities |osses

on the sale of securities available for sale of
$128, 000 were recorded during

1996 as the Conpany repositioned a portion of its
i nvestnment portfolio for

i mproved perfornance.



Included in non-interest income for 1995 was a
$537, 000 gai n on securities

sol d which represented the profit on the sale of stock
of anot her West

Vi rgi nia bank hol di ng conpany in which the conpany had
taken a small equity

position. Net gains (losses) fromthe sale of
securities were $6, 000,

$(128,000) and $457,000 in i 997, 1996 and 1995
respectively.

Service charges on deposit accounts continued to be
the | argest source of

non-interest incone. Service charge incone totaled
3.3 mllion in 1997, an

i ncrease of $313,000 or 10.5% over 1996. This
conmpares with a 11.8% i ncrease

of $314, 000 between 1996 and 1995. O her service
charges, comm ssions and

fees experienced a substantial increase in 1997 of
$696, 000 or 30.5% over

1996. This conmpares with a 9.1 %increase in 1996 of
$190, 000 over 1995

| evel s.

Fi duciary income in both 1997 and 1996 totaled $1.7
mllion, reflecting nodest

i ncreases over 1995. Slower growth in trust revenues
reflects |ower |evels of

fees for estate settlenent. Trust assets, however
continue to grow through

new busi ness efforts and conpound earni ngs of existing
accounts. Increases

in fee revenue, however, have not kept pace, due to
strong conpetition from

brokerage firms and other financial service providers.

Non-i nterest Expense

Non-i nterest expenses consist of salaries and
benefits, occupancy, equipnent

and ot her overhead incurred by the Conpany. Non-
i nterest expense totaled

$24.7 million in 1997, as conmpared with $24.4 million
and $22.7 million in

1996 and 1995, respectively. The substantial increase
in 1996 operating

costs was entirely attributable to check collection
| osses sustained by the

Conpany in the fourth quarter.

On Novenber 18,1996, the Conpany detected a "paynments
system fraud"

perpetrated by a business customer and certain of its
principals, all of whom

are long-termcustoners of a subsidiary of the
Conpany. The transaction

commonly referred to as a "kite" involved the transfer
of non-existent funds



bet ween a subsidiary bank of the Conpany and a third
party bank to cover

exi sting overdrafts. The Conpany recorded the check
collection losses in

Decenber of 1996 which totaled $3.4 nmillion and are
reflected in non-interest

expenses as a separate item The Conpany expects
partial repayment from

either the principals or their business interests
Partial repayment in 1997

totaled $177,000 and is reflected in other operating
i ncone.

The nominal increase in total non-interest expense
bet ween 1996 and 1997

reflects the net effect of the check collection |osses
in 1996 and the added

operating cost of Blue Ridge Bank ($3.3 mllion) and
new branches ($700, 000)

in 1997. Partially offsetting the cost of operation
of new branches in 1997

was the recognition of a $439,000 credit in lieu of
pensi on expense due to

the benefit freeze and pending ternination and the
reversal of $700,000 in

litigation reserves

established in 1995 and 1996. The Conpany was able to
reverse the | argest

portion of $1.1 mllion in reserves which were
established to provide for

possible | osses on litigation which was ultimtely
settled in the second

quarter of 1997 at a total cost of approximtely

$460, 000.

Sal aries and enpl oyee benefits increased $1.8 nillion
or 18. 3% when conpari ng

1997 with 1996 and rel ate al nost exclusively to the
addition of Blue Ridge

and five new branches in 1997. Added personnel costs
for Blue Ridge and

new branches totaled $1.35 nillion and $298, 000
respectively. This increase

followed a 4.6% or $464, 000 reducti on between 1996 and
1995. The prinmary

contributors to the 1996 reduction were decreases in
pensi on expense as a

result of the Conpany's termination of its Defined
Benefit Pension Plan, a

$148, 000 adjustnment in deferred conpensation
associated with the death of a

of ficer, and a $134, 000 decrease in enpl oyee overtine
expense

Cccupancy expense increased a nodest $83,000 or 5.2%
bet ween 1997 and 1996

despite the acquisition of Blue Ridge and new branches
in 1997.



The $430, 000 increase (35.5% in furniture and

equi prent expense in 1997

reflects not only the inmpact of acquisitions but also
i ncl udes depreciation

and mai ntenance associated with the inplenentation of
new check processing

technol ogy and el ectroni ¢ banki ng services.

The Conpany's net overhead ratio (non-interest
expense | ess non-interest

i ncone excluding security gains and non-recurring

gai ns divided by average

earning assets) is a neasure of its ability to manage
and control costs.

As this ratio decreases, nore of the net interest

i ncone earned fl ows through

to net incone. The net overhead ratios for 1997, 1996
and 1995 were 1.84%

2.22% and 2.27% respectively.

I ncome Tax Expense

I ncome tax expense totaled $6.9 mllion in 1997
conpared with $6.5 nmillion
in 1996 and $5.0 million in 1995. The maj or
di fference between the statutory
tax rate and the effective tax rate results from
i ncome which is not taxable
for Federal income tax purposes. The primary
nont axabl e incone is that of
state and municipal securities and industrial revenue
bonds or |oans. The
effective tax rate for 1997 was 31.3% as conpared with
31.9% for 1996 and
27.8%in 1995. The 1996 increase in incone tax
expense and the effective tax
rate reflects the significant increase in pre-tax
incone and a decline in the
rati o of tax exenpt incone as a percentage of pre-tax
i ncone.

I nvest ment Securities

The investment portfolio totaling $109.2 nmillion
increased $8.9 nmillion

bet ween 1997 and 1996. This increase is partially
attributable to the

acqui sition of the Blue Ridge Bank subsidiary and the
i nflux of cash from

branch acquisitions

I nvest ment securities are conprised largely of U'S
Agency obligations and
state and rmunicipal securities. U S. Agency
obligations include securities
i ssued by various government corporations and
agenci es, including FHLB, FNMA,
SLMA, FFCB and FHLMC

ol igations of States and Political Subdivisions



totaling $77.6 million are

conprised of high grade nunicipal securities generally
carrying AAA ratings

many of which also carry credit enhancenent insurance
by major insurers of

i nvest ment obligations.

The average maturity of the investment portfolio
increased from6.47 years in

1996 to 9.08 years in 1997 with the tax equival ent
yi el d increasing from

7.39% at year-end 1996 to 7.87% at the close of 1997
The increase in yield

reflects the extension of the portfolio termto
achi eve higher yields. The

ext ended average maturity reflects the substantia
increase in |onger term

muni ci pal securities purchased in 1997

Securities Available for Sale

Securities available for sale are used as part of nmanagenent's
asset/liability

strategy. These securities may be sold in response to changes in
i nterest

rates, changes in prepaynent risk, liquidity needs and ot her
factors. These

securities are recorded at market value. At Decenber 31, 1997
t he Company

had $161.8 million in securities available for sale, conpared
wth $136.1

mllion at year-end 1996. The increase in this portfolio
reflects the

investment of liquid funds received in branch acquisition
transactions during

1997

The mar ket value of securities available for sal e exceeded book
val ue at

year-end 1997 by $2.1 nmillion. The average yield earned on
securities

avail able for sale in 1997 was 6.99% very near the level in
1996. The

average maturity of the portfolio was 11.8 years and 11.7 years
at Decenber

31, 1997 and 1996, respectively.

Loan Portfolio

Loans, net of unearned incone, totaled $671.8 nillion at
Decenber 31, 1997,

reflecting a $124.1 million, or 22.7%increase over the 1996
year-end total

of $547.7 mllion. Loan portfolio growth in 1997 was |ead by
acqui sitions

of $101.1 million as a result of the Blue Ridge affiliation and
the purchase

of four branch banks. G owth in existing portfolios was
sonewhat slower than

previous years with a 1997 increase of $23 nmillion versus $62.5



mllion in
1996

The | oans-to-deposit ratio decreased to 79% at December 31, 1997
from 85%

at Decenber 31, 1996. This decrease in the | oan-to-deposit
ratio results

fromthe relatively |ower |oan-to-deposit ratios of the acquired
operations

in 1997

The | oan portfolio continues to be diversified anong | oan types
and industry
segnents. Commercial and commercial real estate |oans represent
42.5% of the
total portfolio with residential real estate conprising 33.9% of
total | oans.

During 1997, residential real estate |oans experienced the
| argest increase

as a percentage of total |oans and now conprise 33.9% of the
portfolio.

<PAGE

Reserve for Possible Loan Losses

The reserve for possible |oan | osses represents
reserves avail able to absorb

|l oan | osses and other credit-related charges. Loan

| osses arise primarily

fromthe loan portfolio, but may also be derived from
ot her sources, including

commitnents to extend credit, guarantees, and standby
letters of credit.

The reserve for possible |oan |osses is increased by
bot h charges to earnings

in the formof provisions for |oan | osses and
recoveries of prior |oan

charge-of fs, and decreased by charged-off |oans. The
provision for |oan

| osses is added to bring the reserve to a |evel which
i n managenent's
judgment, is considered adequate to absorb potentia

| osses inherent in the

|l oan portfolio. Managenent performs nonthly
assessnents to determi ne the

appropriate |l evel of the reserve. The factors
considered in this eval uation

i nclude, but are not necessarily linted to, estimted
| osses from |l oan and

other credit arrangenents, general economc

condi tions, changes in credit

concentrations or pledged collateral, historical |oan
| oss experience, and

trends in portfolio volume, maturity, conposition

del i nquenci es, and

nonaccruals. Wile managenment has all ocated reserves
to various portfolio

segnents, the allowance is general in nature and is
avail able for the entire

portfolio.



The reserve for possible |oan | osses represented 79%
of nonperform ng | oans

at year-end 1997 versus 144% and 165% at Decenber 1996
and 1995, respectively.

When other real estate is conbined with non-performng
| oans, reserves equa

72% of nonperform ng assets at the end of 1997 versus

106% and 139% at

Decenmber 31, 1996 and 1995, respectively.

The increase in the reserve for possible | oan | osses
in 1997 was the result of

acquired reserves of approximately $2.0 million with
the acquisitions of the

Bl ue Ri dge Bank and new branches in Virginia and West
Virginia, and a $1.5

mllion provision in 1997 to establish necessary

val uation reserves for a

group of inpaired |loans of a southern West Virginia
furniture manufacturer

whi ch ceased operations in the fourth quarter of 1997
(see non-perfornng

assets on page 22). Net charge-offs were $4.5 million
in 1997, as conpared

with $1.6 mllion in 1996 and $2.4 million in 1995
respectively.

Net charge-offs rose in 1997 with an increase in
retail loan | osses associated
wi t h personal bankruptcies in the Conpany's Credit
Card Division and | osses
incurred in indirect auto financing. Total charge-
offs for the Credit Card

Di vision and indirect auto financing program were
approxi mately $955, 000 and
$468, 000 respectively for 1997. Indirect auto |ending
has been curtail ed and
should result in an eventual reduction of |osses in
this category. Losses in
the commercial | oan categories include |arge single
| oan charge-offs of
$800, 000 and $250, 000 on two separate comrercia
ventures. The $800, 000
charge-of f represents | osses associated with new
aut onobil e fl oor plan
arrangenments. The Conpany has attenpted to position
itself for recovery by
taking junior liens on comercial real estate.

Non- Per form ng Assets

Non- perform ng assets include | oans on which interest accruals
have been
ceased, |oans contractually past due 90 days or nmore and stil
accrui ng
interest, and other real estate owned (OREO) pursuant to
foreclosure
proceedi ngs. Total non-perform ng assets were $15.8 nmillion at
Decenber 31,



1997. The levels of non-perform ng assets for the last five
years are
presented in the tabl e bel ow

(Amounts in Thousands) Decenber 31
Tabl e 8
1997 1996 1995 1994 1993
Non- accrui ng Loans $ 9,988 $5, 476 $4, 371 $6,909 $11, 269
Loans 90 Days Past Due 4,391 780 673 968 1, 393
O her Real Estate Owned 1, 472 2,225 929 919 1, 997
$15, 851 $8, 481 $5, 973 $8, 796 $14, 659

Non-perform ng | oans as a

percentage of total |oans 2.1% 1. 1% 1. 0% 1.9% 3.2%
Non- perform ng assets as a

percentage of total |oans and

ot her real estate owned 2.4% 1.6% 1.2% 2.1% 3. 7%
Reserve for |oan |osses as a

percent age of non-performng

| oans 79. 3% 143. 7% 165. 0% 107. 6% 75. 6%
Reserve for loan | osses as a

percent age of non-perform ng

assets 72.0% 106.0% 139.3% 96. 4% 65. 3%
Non- perform ng assets increased $7.4 nillion between 1996 and
1997 with

increases in both ninety days past due and non-accrual |oans
The increase in

non-accrual | oans was driven by a fourth quarter transfer to
nonaccrual of a

$4.7 million loan relationship with a furniture manufacturing
company in

southern West Virginia which ceased doing business in the fourth
quarter.

The Conpany has assuned control of the real estate and persona
property

collateralizing the loans and plans liquidation in the first or
second quarter

of 1998. The largest contributor to the increase in the |oans
90 days past

due category is a group of commercial |oans totaling $1.0
mllion secured by

commercial real estate and guarantees by the SBA and the Rura
Devel opnent

Aut hority. These |oans are considered both well secured and in
the process

of collection.

Deposits



Mar ket interest rates on interest bearing deposits continued a
gr adua

increasing trend from 1996. In 1997, the average rate paid on
i nterest

bearing liabilities was 4.44% up from4.34%in 1996. This
increase in the

Conmpany's cost of funds is the result of strong conpetition
anong financi al

institutions, the bond and stock market, and other providers of
non- bank

financial services, coupled with a higher funds cost in acquired
deposit

portfolios.

Aver age deposits totaled $741.3 million for 1997 as conpared
with $625.0

mllion for 1996. This increase in deposits during 1997 was
primarily

attributable to the acquisition of Blue R dge and new branches
in both

Virginia and West Virginia. The acquisition of Blue Ridge and
t hese branches

added approximately $97 nmillion in average deposits.

The | argest increase in average deposits was experienced in tinme
deposit

accounts which increased 29.4% versus an overall increase of

19%

Non-i nterest bearing demand deposits increased 18.9% with a 5. 7%
i ncrease

experienced on average savings deposits. Interest-bearing demand
deposits

i ncreased 19. 7%

Short - Ter m Borr owi ngs

The Conpany's short-term borrowi ngs consist primarily of Federa
Funds

purchased and securities sold under repurchase agreenents.
Short-term

borrow ngs decreased, on average, by $5.4 million or 9.1%  from
1996, follow ng

a 41.6% i ncrease between 1996 and 1995. This category of
borrowings is a

source of noderately priced, short termfunds. Decreases in
aver age bal ances

in 1997 were made possible by the influx of liquidity fromthe
Virginia and

West Virginia branch acquisitions

O her 1 ndebt edness
O her indebtedness, which represents |ong-term advances fromthe
Feder a

Home Loan Bank and acquisition debt increased $9.3 mllion due
primarily to
the use of an $11.5 million termnote from another institution

to assist in
funding the Blue Ridge acquisition

St ockhol ders' Equity



Ri sk-based capital ratios are a nmeasure of the conpany's capita
adequacy.

At Decenmber 31, 1997, the Conpany's Tier 1 capital ratio was

10. 70% conpar ed

with 15.77%in 1996. The reduction in the Tier 1 and total risk-
based

capital from 1996 and 1997 as a percentage of risk-weighted
assets reflects

the effect of both tangible and intangible asset increases
recorded through

purchase accounting in acquisitions conpleted in 1997. Ri sk-
based capita

ratios and the leverage ratio are used by banking regulators to
neasure

the capital adequacy of banking institutions. Risk-based

capi tal guidelines

wei ght bal ance sheet assets and of f-bal ance sheet comitments in
det er mi ni ng

capital adequacy. The Conpany's total risk-based capital-to-
assets ratio was

11.96% at the cl ose of 1997 conpared with 17.02% in 1996. Both
of these

ratios are well above the current mnimmlevel of 8% prescribed
for bank

hol di ng conpani es.

The leverage ratio is the measure of total tangible equity to
total assets.

The Conpany's | everage ratio at Decenber 31, 1997 was 6.96%
conmpared to

10. 33% at Decenber 31, 1996, both of which are well above the
m ni mum

3% and the recommended 4% to 5% range prescribed by the Federa
Reserve.

The reduction in the leverage ratio is a result of acquisitions
recorded in

1997 increased both tangi ble and intangi bl e average assets.

Liquidity

Liquidity represents the Conpany's ability to respond
to demands for funds

and is usually derived frommaturing investnment
securities, overnight

i nvestments, periodic repaynent of |oan principal, and
fromthe Conpany's

ability to generate new deposits. The Conpany al so
has the ability to attract

short-term sources of funds and draw on credit |ines
whi ch have been

established at financial institutions to neet cash
needs.

Total liquidity of $377.9 mllion at Decenber 31, 1997
is conprised of the

foll owi ng: cash on hand and deposits with other
financial institutions of

$34.8 mllion; securities available for sale of $161.8
mllion; investnent



securities held to maturity due within a year of $14.7
nmllion; federa

funds sold of $12.4 nmillion; and Federal Honme Loan
Bank credit availability of

$154.2 mllion.

Interest Rate Sensitivity

Net interest incone is subject to variation as a
result of changes in
interest rate environments in conjunction with
unbal anced repricing
opportunities in earning assets and interest-bearing
liabilities. In order
to mtigate the effect of changes in the general |eve
of interest rates, the
Conpany manages repricing opportunities and thus, its
interest rate
sensitivity. The Conpany uses an earnings simulation
nmodel to neasure
interest rate sensitivity. The nodel captures al
earni ng assets, interest
bearing liabilities and all off-bal ance sheet
financial instruments and
combi nes the various factors affecting rate
sensitivity into an earnings
outl ook. Based on the latest simnulation, the Conpany
believes that it
possesses only a noderate level of interest rate risk
given its current
bal ance sheet profile

Year 2000 Preparedness

The year 2000 will provide challenges to the world
busi ness community and
these challenges will be particularly significant to

those industries which

are dependent upon tine-sensitive data processing such
as the financia

services industry. Systens and equi pnent whi ch cannot
di stingui sh between

1900 and 2000 may be non-functional after the century
change

The Board of Directors and senior nmanagenent are aware
of the problem and

have comm tted the necessary resources and assighed a
Commttee to assess

and eval uate the potential inpact of the Year 2000

The year 2000 Comittee

has, |) conmpiled a data base of all systems which
could be affected, ii)

created an action plan for renediation and testing
iii) has assigned

conmmittee responsibility for each system At the date
of this report,

renovations for nost of the Conpany's critical systens
have been conpl et ed



and are ready to be tested. The Conmittee expects
that it will have conpleted

all Year 2000 initiatives on nmission critical systens
by the end of 1998

VWi le the final cost of the Year 2000 planning
renovation and testing is not

known with any certainty, the comrmittee has

est abli shed a budget of $150, 000

which it believes will satisfy the remediation and
testing procedures.
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CONSOLI DATED BALANCE SHEETS

Tabl e 10
(Amounts in Thousands, Except Share Data)
Decenber
31
1997 1996
Asset s Cash and due from banks $34, 762%$2
7,347
Federal funds sold 12, 406 -
Securities available for sale (anortized cost
of $159, 711,
1997; $135, 404, 1996) 161, 795136
, 113

I nvestment securities held to maturity:

U.S. Treasury securities 4,0988, 247

U. S. Government agencies and corporations2
6, 377 43,494

States and political subdivisions 77,641

47,532
Ot her securities 1, 058 1, 055
Total investment securities held to maturity
(mar ket val ue, $112,263, 1997; $101, 200,
1996) 109, 174 100, 328
Total |oans, net of unearned incone 671, 817547
, 703
Less reserve for possible |oan | osses 11, 4068, 987
Net | oans 660, 411538

, 716



Prem ses and equi pnent 19, 133 12, 334

O her real estate owned 1,472 2,225
I nterest receivable 7,688 6,341
O her assets 9,734 10, 122
I ntangi bl e assets 25,774 4,116
Total Assets $1, 042, 349%837, 642
Liabilities Deposi ts:
Demand $103, 846 $

89, 902

I nt erest-bearing demand 127, 541
93, 303
Savi ngs 149, 407
132,590

Ti me

472,713 327,702
Total deposits 853, 507 643, 497

Interest, taxes and other liabilities 11, 455 11, 217
Federal funds purchased2, 705 25, 468
Securities sold under agreements to
repurchase 52, 351 53, 031
O her indebtedness 24, 444 15, 126
Total Liabilities 944, 462 748, 339

St ockhol der s’ Common stock, $1 par value in 1997 and $5
par val ue
Equi ty in 1996, 10, 000, 000 shares

aut hori zed; 5, 755, 741
shares issued in 1997 and 1996
respectively;
5, 650, 932 and 5, 650, 205 shares
outstanding in
1997 and 1996, respectively
5,756 28,779
Additional paid in capita
37,587 14,564
Ret ai ned ear ni ngs54, 564
46, 815
Treasury stock, at cost
(1,271) (1, 288)
Unrealized gain on securities
avail abl e for sale
net of taxes 1,251 433
Total Stockhol ders' Equity
97,887 89,303
Total Liabilities and
St ockhol ders' Equity
$1, 042, 349 $837, 642

See Notes to Consolidated Financial Statenents.

CONSOLI DATED STATEMENTS OF | NCOVE

Tabl e 11

(Anmpbunts in Thousands, Except Share and Per Share Data)

Years Ended Decenber
31
1997 1996 1995



I nt er est Interest and fees on | oans $ 59, 753 $50, 553
| ncone Interest on securities available for sale 9,128
I nterest on investnent securities:
U.S. Treasury securities 337 778
U.S. Government agencies and
corporations 2,333 3, 307
States and political subdivisions, tax exenpt 3,205
Ot her securities 85 82
Interest on federal funds sold 949 117
Interest on deposits in banks 44 28
Total interest incone 75, 834 64, 941
I nterest Interest on deposits 28,773 23,158
Expense Interest on short-term borrow ngs 2,623 2,898
I nterest on debt 1, 494 877
Total interest expense 32,890 26, 933
Net interest incone 42,944 38, 008
Provision for possible |oan | osses 4,963 2,273
Net interest income after provision
for possible |oan | osses 37,981 35,735
Non- | nt er est Fi duci ary incone 1,678 1,731
I ncome Service charges on deposit accounts 3,289
Ot her service charges, conmm ssions
and fees 2,979 2,283
Net securities gains (losses) 6
Ot her operating incone709 758
Pension curtail nent gain -
Total non-interest incone 8,661
Non- | nt er est Sal ari es and enpl oyee benefitsll, 336 9, 580
Expense Occupancy expense of bank prem ses 1,679

Furni ture and equi prent expense 1,642

Check col lection | osses -
O her operating expense 10, 015
Total non-interest expense 24,672
I ncome before incone taxes 21,970
I ncome tax expense6, 876 6, 530
Net | ncone $15, 094 $13, 917

Wei ght ed average shares outstandi ng
5, 650, 426 5,622,679 5, 610, 286
Basi ¢ earnings per conmon share 2.67

See Notes to Consolidated Financial Statenents

Table 12

CONSOLI DATED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

Years Ended Decenber 31

42, 664
7,556

1,061

5,810
2,520
111
263
21
58, 954
20,921
1, 945
616
23,482
35,472
2,235

33, 237
1,621
2,976

2,093
(128)

381

1, 450

9,070

10, 044
1, 596

1,212

3, 365

8, 605

24,358
20, 447
4, 968

12,789

2.48 2.28

5,930

3,094

2,662
457

7,214

1, 680
1,144

9, 826
22,694
17,757



1997 1996 1995
Qperating Cash flows fromoperating activities
Activities Net income $ 15, 094% 13,917 $ 12,789
Adj ustments to reconcile net incone to net
cash provided by operating activities:
Provi sion for possible |loan | osses 4,963
2,273 2,235
Depreci ati on of prem ses and equi prent
1,192 856 974
Anortization of intangibles 647 625 789
Net investnment anortization and accretion

(332) 271 132

Net | oss (gain) on the sale of assets
(103) 12 (503)

Decrease (increase) in interest receivable
(358) 285 (393)

(I'ncrease) decrease in other assetsl, 046(3,
323)1, 120

(Decrease) increase in other liabilities(2,857)
(887) 2,741

O her, net (51) (274) (240)
Net cash provi ded by operating
activities 19, 241 13,755 19, 644
I nvesting Cash flows frominvesting activities
Activities Proceeds from sales of securities available
for sale 18 15, 868 9,134
Proceeds frommaturities of securities
avai l abl e
for sale 24,762 14,771 23,721
Proceeds from maturities of investment
securities 26, 509 27, 72352, 578
Purchase of securities available for sale
(35, 090) (45, 641) (37,999)

Purchase of investnment securities (26, 447)
(2,915) (18,522)

Net increase in |oans nmade to custoners
(27,014) (64, 044) (66, 122)

Cash provided by branch acquisitions, net
39,658 18,735 -

Purchase of prem ses and equi pnent (2, 018)
(439) (613)

Proceeds from sal e of equi pnent 16 159 25

Net cash provided by (used in) investing

activities 394 (35,783) (37, 798)

Fi nanci ng Cash flows fromfinancing activities

Activities Net decrease in demand and savi ngs
deposits (8,507) (10, 328) (24, 730)

Net increase in time deposits30, 398
10, 263 31, 227

Net (decrease) increase in short-term debt
(23, 443) 28, 294 11, 123

Repaynent of |ong-term debt(2,412) (10)
(60)

Proceeds from | ong-term borrow ngs 11, 500
-5, 000

Acqui sition of treasury stock - (170)

(839)



Rei ssuance of treasury stock 17 1,499

Cash paid in lieu of fractional shares(22)

Di vi dends paid (7, 345) (6,422) (5, 525)
Net cash provi ded by
financing activities 186 23,126 16, 196
Cash and Net increase (decrease) in cash and
Cash cash equival ents 19, 821 1,098 (1,958)
Equi val ent s Cash and cash equival ents at

begi nni ng of year27, 347 26,249 28, 207
Cash and cash equival ents at end of
year $47, 168%$27, 347 $26, 249

See Notes to Consolidated Financial Statenents.

Tabl e 13
CONSCLI| DATED STATEMENTS OF STOCKHOLDERS EQUI TY
(Ampbunts in Thousands, Except Share and Per Share Data)

Unrealized
gain
(loss)) on
Addi ti onal securities
CommmonPai d- | nRet ai nedTr easur yava
| abl e
St ock Capital Ear ni ngsSt ockfor sale

Bal ance, Decenber 31, 1994  $28, 779$14, 593$32, 056%( 1, 807) $( 3
445)

Net income - - 12,789 - -
Conmon di vi dends decl ar ed
($.99 per share) -
Purchase of 34,515 treasury
shares at $24.30 per share - - -(839) -
Unrealized gain on securities

avail able for sale, net of taxes - - - - 3,837
Bal ance, Decenber 31, 1995 28,779 14,59339, 320( 2, 646) 392

(5,525) - -

Net income - - 13,917 - -
Common di vi dends decl ared

($1. 14 per share) - - (6,422) - -
Purchase of 6,375 treasury

shares at $26.80 per share - - -(170) -
Rei ssuance of 62,286 treasury

shares at $24.06 per share -(29) -1,528 -
Unrealized gain on securities

avail abl e for sale, net of taxes - - - - 41
Bal ance, Decenber 31, 1996 28,779 14,56446,815(1, 288) 433

Net i ncone - - 15,094 - -



Common di vi dends decl ar ed

($1. 30 per share) - - (7,345) - -

Change from $5 par val ue

to $1 par val ue (23, 023) 23, 023- - -
Rei ssuance of 727 treasury

shares at $23.70 per share - - -17 -

Unrealized gain on securities
avail abl e for sale, net of taxes - - - - 818
Bal ance, Decenber 31, 1997 5,756 $37,587%54, 564%(1,271) 1@51

See Notes to Consolidated Financial Statenents
NOTES TO CONSOLI DATED FI NANCI AL
STATEMENTS

NOTE 1. Sunmary of Significant Accounting Policies

Basi s of Presentation

The accounting and reporting policies of First
Conmuni ty Bancshares, Inc.

and subsidiaries (First Community or the Conpany)
conformto generally

accepted accounting principles and to predom nant
practices within the

banki ng industry In preparing such financia
statenments, managenent is

required to nake estimates and assunptions that affect
the reported anmounts

of assets and liabilities as of the date of the

bal ance sheet and revenues and

expenses for the period. Actual results could differ
fromthose estimates.

Assets held in an agency or fiduciary capacity are
not assets of the Conpany

and are not included in the acconpanyi ng consol i dated
bal ance sheets.

Princi pl es of Consolidation

The consolidated financial statenments of First
Conmuni ty include the accounts
of all wholly-owned subsidiaries. All significant
i nt erconpany bal ances and
transactions have been elimnated in consolidation
In the Parent Conpany
financial statenents, the investment in subsidiaries
is stated at equity in
the net assets of such subsidiaries increased by the
unanortized portion of the
excess of fair value over the cost of net assets
acquired. where applicable.

Securities available for Sale

Securities to be held for indefinite periods of tinme
i ncludi ng securities that

managenment intends to use as part of its
asset/liability managenment strategy,
and that nmay be sold in response to changes in
interest rates, changes in

prepayment risk, or other simlar factors are



classified as available for sale
and are recorded at market value. Unrealized
appreciation or depreciation in
mar ket val ue above or below anortized cost is included
in stockhol ders' equity
net of incone taxes. Prem uns and di scounts are
anortized to expense or
accreted to incone over the lives of the securities.
Gain or loss on sale is
based on the specific identification nethod.

I nvest ment Securities

Investments in debt securities, which nanagenment has
the ability and intent

to hold to maturity or on a long-termbasis, are
carried at cost. Prenmi unms and

di scounts are anortized to expense and accreted to
i ncone over the lives of

the securities. Gain or loss on the sale of

i nvestment securities, if any, is

on the specific identification nethod. At Decenber
31, 1997 and 1996, no

securities were held for trading purposes and no
tradi ng account was

mai nt ai ned.

Al | owance for Possible Loan Losses

The al |l owance for possible loan |osses is available
to absorb future | oan
charge-offs. The allowance is increased by provisions
charged to operations
and reduced by | osses, net of recoveries. The anount
charged to operations
is based on several factors including (1) analytica
revi ews of significant
commerci al and commerci al nortgage | oans and | oan | oss
experience in
relati onship to outstanding | oans to deternine an
adequat e al | owance for
possi ble | oan | osses required for outstanding | oans
(2) a continuing review of
| oans eval uated by the | oan review process as |ess
than satisfactory, al
nonperform ng | oans and overall portfolio quality (3)
regul ar exam nations
and appraisals of the loan portfolio conducted by
federal and state supervisory
authorities and (4) managenent's judgnent with respect
to current and
expected econonic conditions, the |evel of
del i nquenci es and nonaccrua
| oans, trends in the volunme and term of | oans,
antici pated i nmpact from changes
in | ending policies and procedures, changes in | ending
managenment, and any
concentration of credit in certain industries or
geogr aphi c areas



St at ement of Financial Accounting Standards (SFAS)
No. 114, "Accounting by

Creditors for Inpairment of a Loan", as anmended
requires an all owance to

be established as a conponent of the all owance for
possi bl e | oan | osses for

certain loans when it is probable that all anpunts due
pursuant to contractua

terms of the loan will not be collected and the
recorded investment in the

| oan exceeds the fair value. Managenment reviews the
i mpai rment status of all

| oans desi gnated as nonaccrual and | oans which have
been cl assified as

"substandard" or "doubtful" by First Community's |oan
revi ew process.

Managenment does not individually evaluate certain
smal | er bal ance, honpgeneous

| oans, such as consuner install nment | oans and
residential nort-

gage loans, for inpairment. These |oans are eval uated
on an aggregate basis

usi ng a formul a-based approach in accordance with the
Company's policy.

Al'l of the | oans deened to be inpaired were eval uated
using the fair val ue of

the collateral as the measurenent standard.

Under SFAS No. 114, the allowance for possible |oan
| osses related to | oans

that are identified for evaluation in accordance with
SFAS No. 114 is based

on di scounted cash flows using the loan's initia
effective interest rate or

the fair value of the collateral for certain
col |l ateral dependent | oans.

Prenm ses and Equi pnent

Prenm ses and equi pnent are stated at cost |ess
accunul at ed depreci ation.

Depreci ation of both buildings and i nprovenents as
wel | as for equipnent is

computed on the straight-line nmethod over estinmated
useful lives. Maintenance

and repairs are charged to current operations while
betterments are

capitalized. Disposition gains and |osses are
reflected in current

operati ons.

Long-lived assets to be held and those to be
di sposed of and certain
i ntangi bl es are evaluated for inpairment in accordance
wi th SFAS No. 121
"Accounting for the Inpairnent of Long-Lived Assets
and for Long-lived Assets
to be Disposed of', which was adopted on January 1
1996. The provisions



of this standard establish when an inpairnent should
be recogni zed and how

it should be nmeasured. The inpact of opting this
standard was not materi al

to the Conpany's financial condition or results of
operati ons.

I ncone on Loans

Accrual of interest on loans is based generally on
the daily amount of

princi pal outstanding. It is the Conpany's policy to
di sconti nue the accrua

of interest on | oans based on their paynent status and
t he eval uation of

rel ated collateral and the financial strength of the
borrower. The accrual of

interest income is normally discontinued when a | oan
becones 90 days past

due as to principal or interest. Mnagement may el ect
to continue the accrua

of interest when the loan is well secured and in
process of collection. \Wen

interest accruals are discontinued, interest accrued
and not collected in the

current year is reversed and interest accrued and not
coll ected from prior

years is charged to the reserve for possible |oan

| osses. Credit card | oans

whi ch becone 180 days past due are automatically
charged to the reserve for

possi bl e | oan | osses

Loan Fee I ncone

Loan origination fees are recorded as a reduction of
direct costs associated

with | oan processing, including salaries, review of

| egal documents,

obt ai nnent of appraisals, and other direct costs.
Fees in excess of those

rel ated costs are deferred and anortized over the life
of the related | oan.

Loan commtnent fees are deferred and anorti zed over
the related comm t ment

peri od.

O her Real Estate Oaned

O her real estate owned and acquired through
foreclosure is stated at the

| ower of cost or fair market value |ess estimted
costs to sell. Loan

| osses arising fromthe acquisition of such properties
are charged agai nst

the reserve for possible |oan | osses. Expenses
incurred in connection with

operating the properties, subsequent wite-downs and
gains or | osses upon

sale are included in other non-interest income and
expense. Genera

reserves for possible |oss on the disposition of other



real estate are
establ i shed through charges agai nst current
operati ons.

I ntangi bl e Assets

The investment in subsidiaries and branches in
excess of ampunts attributable

to tangi ble and identified intangible assets at dates
of acquisition is

recorded as goodwill and is being anortized to
operations over a period of

fifteen years using the straightline method. The
unanortized bal ance of

goodwi | | was $24, 986, 000 and $3, 202, 000 at Decenber
31, 1997 and 1996

respectively. A portion of the cost of purchased
subsi di ari es has been

al l ocated to values associated with the future

earni ngs potential of acquired

deposits and is being anortized over the estimted
lives of the deposits

whi ch range from seven to ten years. The unanortized
bal ance of identified

i nt angi bl es was $788, 000 and $914, 000 at Decenber 31,
1997 and 1996

respectively.

<PAGE>

I ncome Taxes

The Conpany accounts for taxes using the provisions of SFAS
No. 109

"Accounting for Inconme Taxes," which, under the asset and
liability method,

provides for recognition of deferred incone taxes for the tax
consequences

of "tenporary differences" by applying enacted statutory tax
rates to the

di fferences between the financial statenment carrying anmounts and
the tax

bases of existing assets and liabilities. Under SFAS No. 109
the effect on

deferred taxes of a change in tax rates is recognized in incone
in the period

that includes the enactnent date

Recl assi fications

Certain anpbunts included in the 1996 and 1995 financia
statenents have

been reclassified to conformwi th the presentation used in
preparation of
the 1997 financial statenents.

Recent Accounting Pronouncenents

In June 1997, the Financial Accounting Standards Board ("FASB")
i ssued
SFAS No. 130, "Reporting Conprehensive Incone," which requires
busi nesses
to disclose conprehensive income and its conmponents in their
general purpose



financial statenents. This statenent requires the reporting of
all items of

comprehensive income in a financial statenent that is displayed
with the

sanme pronminence as other financial statenments. This statenent
is effective

for the fiscal years beginning after Decenber 15, 1997, with
reclassification

of conparative financial statenents and is applicable to interim
peri ods.

Managenment is currently in the process of evaluating the inpact
of this

st at ement.

In June 1997, the FASB issued SFAS No. 131, "Disclosures about
Segnent s of
an Enterprise and Rel ated I nfornmation,
financi al
statenments begi nning after Decenber 15,1997. SFAS No. 131
redefi nes how
operating segnents are determ ned and requires disclosure of
certain financia
and descriptive information about a conpany's operating
segments. Managenent
is currently in the process of evaluating the inpact of this
st at enent .

which is effective for

Cash Fl ows

In 1997, 1996 and 1995 for purposes of reporting cash flows,
cash and cash
equi val ents include cash and due from banks, federal funds sold
and i nterest
bearing bal ances available for inmediate withdrawal. The
acqui sitions of

Bl ue Ri dge Bank and the branches in West Virginia and Virginia
provi ded
addi tional cash of approximately $63.3 nillion | ess cash paid of
$23.6

mllion. Additionally, the net decrease in savings and demand
deposits are
exclusive of current year acquisitions. Interest and income

taxes paid in
1997, 1996 and 1995 were as foll ows:

Tabl e 14

(Amounts in Thousands) 1997 1996 1995

| nt er est $ 32,726%$26, 615%$22, 864
I ncome taxes 6, 433 7,911 4,390

Suppl ement al Schedul e of
Non- Cash Transactions
Transfers frominvestnent securities

to securities available for sale $ -$ - $26, 578
Transfers of |loans to other real estate owned 862 2,190
545
Unrealized gain on securities

avail able for sale (1,375) (69)(6, 287)



Note 2. Merger and Acquisition

On July 3, 1996, First Community acquired Citizens Bank of
Tazewel |

(Citizens), headquartered in Tazewell, Virginia. As of the
mer ger date,
Citizens had approximately $52.2 nillion in total assets and

$46.2 nmillion

in total deposits. Pursuant to the Agreenent and Pl an of
Merger, First

Conmuni ty exchanged 3.51 shares of its comopn stock for each
share of

Citizens' conmon stock, which total ed 263, 159 shares upon
consummmat i on.

This transaction was accounted for as a pooling of interests
The pooling

of interests method requires the conmbining of the financia
informati on of the

mer gi ng conpani es as though they had al ways been conbi ned.
Consequently, the

financial position and results of operations of First Conmunity
and Citizens

for 1996 and 1995 have been restated to properly reflect this
conbi nati on.

On April 9,1997, the Conmpany acquired 100% of the common stock
of Blue Ridge

Bank (Blue Ridge), headquartered in Sparta, North Carolina.

Bl ue Ri dge was

a $105 million state-chartered bank with offices located in
Sparta, Elkin,

Hays and Taylorsville, North Carolina. Pursuant to the
Agreenent and Pl an of

Merger, the Conpany exchanged cash of $19.50 for each of Blue
Ri dge's

1,212,148 commpn shares. In conjunction with the acquisition
Bl ue Ridge

cancel ed outstandi ng stock options through the paynent of
$727, 948

representing the difference between $19.50 and the respective
option prices.
Total consideration, including the paynent for cancellation of
the options, was

$24.4 mllion and resulted in an intangi bl e asset of

approxi mately $14.1

mllion which is being anortized over a 15-year period. The
acqui sition was

partially funded with | oan proceeds of $11.5 mllion which the
Conmpany

borrowed from an outside source. The acquisition was accounted
for under

the purchase nethod of accounting. Accordingly, results of
operations of

Bl ue Ridge are included in consolidated results fromthe date of
acqui sition.

Subsequent to the nmerger, Blue Ridge operates as a wholly-owned
subsi di ary of

First Conmunity.



On July 24, 1997, the Conpany expanded its Virginia operations
t hrough the

acqui sition of three bank branches located in Fort Chiswell,
Pound, and

Clintwood. The acquisition of these branches added $44 mllion
in new

deposits and assets to the existing Virginia subsidiary. The
branch

acqui sitions were accounted for under the purchase nethod of
accounti ng.
Accordingly, the results of operations of the branches are
included in

consolidated results only fromthe date of acquisition. The
excess purchase

price of the branches, over the fair value of tangible assets
acqui red
totaled $4.6 nmillion and is being anortized over a 15-year

peri od.

At the close of business on Septenber 26,1997, First Comunity
Bank, Inc., a

subsi diary of the Conpany, acquired the Man, West Virginia
branch of

Hunti ngton National Bank, West Virginia. The acquisition of
this branch

added approximately $51 million in deposits. The intangible
val ue of this

transaction total ed approximately $4.9 nmillion which is being
anortized over

a 15-year period. This acquisition was accounted for under the
pur chase

nmet hod of accounting; therefore, the operations of the Man
branch are incl uded

in consolidated results of operations only fromthe date of
acqui sition.

The follow ng unaudited proforma financial information shows
the effect of the

Bl ue Ridge acquisition as if the transacti on were consunmated on
the first

day of each period presented.

Tabl e 15

First Conmunity Bancshares, Inc.
Unaudi t ed Suppl enental Proforma Financial |nformation
(Ampounts in thousands except per share data)

1997 1996
Net Interest |ncone $43, 665%$41, 709
Net | ncone 15,078 13, 958
Basi ¢ Earni ngs Per Conmmon Share 2.67 2.48

Note 3. Securities Available for Sale



As of Decenber 31, the anortized cost and narket val ue
of securities
classified as available for sale are as foll ows:

Tabl e 16
(Anmpbunts in Thousands)
1997
AnortizedUnrealized Unreal i zedM
ar ket

cost G@Gains LossesVal ue

U.S. Government and agency

securities $131, 892%1, 127 $(273) $132
746
States and political subdivisions 21,668926 (18) 22,576
Ot her securities 6, 151 322 -6,473

Tot al $159, 711%2, 375 k291) $161, 7
95
Tabl e 17
1996

Anorti zedUnreal i zedUnreal i zedMar k

et

cost Gai nsLossesVal ue

U.S. Government and agency

securities $ 111,949% 733 $ (710) $ 111,972
States and political subdivisions 15,351724 (38) 16, 037
Ot her securities 8,104 - - 8, 104
Tot al $135, 404%1, 457 $(748) $136, 113
Securities available for sale with market val ues of $64, 454, 000

and
$47, 092, 000 at Decenber 31, 1997 and 1996, respectively, were
pl edged to

secure public deposits, securities sold under agreements to
repur chase
short-term borrowi ngs and for other purposes.

The anortized cost and market val ue of securities available for
sal e at

Decenber 31,1997, by contractual maturity, are shown bel ow.
Expect ed

maturities will differ fromcontractual nmaturities because
i ssuers may have

the right to call or prepay obligations with or without call or
pr epayment

penalties. During 1997, a sale of securities available for sale
resulted in a

gain of $6,000. During 1996, sales of securities available for
sale resulted

in gains of $90,000 and | osses of $225,000. During 1995, the
sal e of

securities available for sale resulted in gains of $572,000 and
| osses of



$115,000. The proceeds from sal es of securities available for
sale are

$18, 000, $15,868,000 and $9, 134,000 for 1997, 1996 and 1995,
respectively.

The basis for evaluating the gain or loss realized is the
anortized cost. The

followi ng table presents maturities of investnents securities
avail abl e for

sale by type on both an anortized cost and market value basis at

December
31, 1997:
Tabl e 18
(Amounts i n Thousands) U.S. Governnent States and
Tax Equi val ent

Agenci es & Political O her

Pur chase

Anortized Cost Cor por ati ons Subdi vi si ons

Securities Tot al Yield
Maturity:
W thin one year $ 9, 694%$150% -$9, 844 4.70%
After one year through five years . .19,877 960 - 20, 837 6.11%
After five years trough ten years . .53,624 12,718 - 66, 342 7.51%
After ten years 48, 6977, 8406, 15162, 688 7.09%
Total anortized cost $131, 892%21, 668%6, 151 $159, 711

Tax equi val ent purchase yield 6.75%8. 76%5. 80% 6. 99%
Average maturity (in years) 12.1310.5310.01 11.83

Tabl e 19

MARKET Val ue

Maturity:

W thin one year $9, 673%$150 - $9, 823

After one year through five yearsl19, 838 985 - 20, 823
After five years through ten years54, 20113, 323 - 67,524
After ten years 49, 0348, 1186, 47363, 625

Total market val ue $132, 746%$22, 576%6, 473%$161, 795

Note 4. Investment Securities Held to Maturity
The anortized cost and approxi mate market val ue of investnment
securities as
of December 31 are as follows:

Tabl e 20

(Anpbunts in Thousands)

1997

AnortizedUnreal i zedUnreal i zedMa
rket

Cost Gai nsLosses Val ue
U S. Treasury securities 4,098 1(8) 4,091

U.S. Government agencies and



corporations 26,377115(114) 26, 378

States and political subdivisions77,6413, 081 (2) 80,720
O her securities 1,058 18 (2) 1,074

Tot al $109, 174$3, 215  $(126) $112, 263
Tabl e 21

1996

AnortizedUnreal i zedUnreal i zedMa

rket
cost Gai ns Losses Val ue

U.S. Treasury securities $8, 247%$11% (29) $ 8,229
U.S. Governnent agencies and

corporations 43, 494160(274) 43, 380
States and political subdivisions47,5321, 188 (200) 48,520
Ot her securities 1,055 21 (5) 1, 071
Tot al $ 100, 328%1, 380 $(508)$101, 200

Various investment securities with an anortized cost of
approxi mat el y

$34,871, 000 and $36, 829, 000, respectively, were pledged at
Decenber 31,

1997 and 1996 to secure public deposits and for other purposes
required

by law. There were no sales of investnment securities held to
maturity during

1997 or 1996. The followi ng table presents maturities of

i nvestments by type

on both an anortized cost and nmarket value basis at Decenmber 31
1997

Tabl e 22
U S. Tax
(Anmpbunts in Thousands) Gover nnent States and Equi val ent
U S. Agenci es &
Political O her Pur chase
Treasur yCor por ati ons
Subdi vi si ons SecuritiesTot al Yield
Anortized Cost
Maturity:
W thin one year $ 3,998% 10, 157 $501 $ -$ 14,656 5.67%
After one through five years . . 10010, 9983, 782 983 15, 863 6. 79%
After five through ten years - 4,59326,79975 31, 467 8. 06%
After ten years - 62946, 559- 47,188 8.81%
Total anortized cost $4, 098%$26, 377%$77, 641%1, 058%$109, 174
Tax equi val ent purchase yield 5.27%.03%8.64% 8.04% 7.87%
Average maturity (in years) .58 2.6611.784.67 9.08
Mar ket Val ue
Maturity:
W thin one year $ 3,990% 10, 152 $502 $ -$ 14, 644

After one through five years 10110, 9863,8671, 00115, 955



After five through ten years - 4,59327,87173 32,537

After ten years - 64648, 481- 49, 127

Total market val ue $4,091%$26, 377$80, 721%$1, 074%$112, 263
Note 5. Loans

Loans consist of the follow ng at Decenber 31:

Tabl e 23
(Anmpbunts in Thousands) 1997 1996
Real estate - commerci al $ 202, 625% 166, 787
Real estate - construction 9,612 10,589
Real estate - residential 227,465171, 458
Commercial, financial and agricultural 82,445 79, 278
Loans to individuals for household and ot her
consumner expenditures 148, 485119, 297
Al'l other | oans 1, 185 294
Tot al $671, 817$547, 703

Banki ng subsidiaries of the Conpany are parties to financia
instruments with

of f-bal ance sheet risk in the normal course of business to neet
the financing

needs of their custonmers. These financial instruments include
comritnents to

extend credit, standby letters of credit and financi al
guarantees. These

instruments involve, to varying degrees, elenents of credit and
i nterest

rate risk in excess of the ampunt recogni zed on the bal ance
sheet. The

contractual anopunts of those instrunents reflect the extent of
i nvol verrent

the Conpany has in particular classes of financial instrunents

The Conpany's exposure to credit loss in the event of non-
performance by the

other party to the financial instrument for comrtnents to
extend credit and

standby letters of credit and financial guarantees witten is
represented by

the contractual anmount of those instrunents. The Conpany uses
t he sane

credit policies in making comitnments and conditiona
obligations as it does

for on-bal ance sheet instrunents

Conmitnments to extend credit are agreenents to lend to a
custonmer as |ong

as there is not a violation of any condition established in the
contract.

Conmitments generally have fixed expiration dates or other

term nation

clauses and may require paynment of a fee. Since many of the



comi t nent s

are expected to expire w thout being drawn upon, the total
comm t nent anount s

do not necessarily represent future cash requirenments. The
Conpany eval uat es

each custoner's credi tworthi ness on a case-by-case basis. The
amount of

collateral obtained, if deemed necessary by the Conpany, upon
ext ensi on of

credit is based on nanagenment's credit eval uation of the
count erparts.

Col |l ateral held varies but may include accounts receivabl e,

i nventory,

property, plant and equi pment, and i ncone-produci ng comrercia
properti es.

Standby letters of credit and financial guarantees witten are
condi ti onal

commi tnents issued by the Conpany to guarantee the performance
of a customer

to a third party. The credit risk involved in issuing letters
of credit is

essentially the sane as that involved in extending |oan
facilities to

custonmers. To the extent deened necessary, collateral of
varying types and

anmounts is held to secure custonmer performance under certain of
those letters

of credit outstanding at Decenber 31, 1997

Fi nanci al instruments whose contract amounts represent credit
ri sk at Decenber

31, 1997 are comitnents to extend credit (including
availability of lines of

credit and undrawn credit card availability) - $118.8 nillion
and st andby

letters of credit and financial guarantees witten - $4.8
mllion. At

Decenmber 31, 1997, neither the Conpany nor its subsidiaries have
any anounts

out standi ng representing futures, forward exchange contracts or
i nterest

swaps.

In the normal course of business, the Conpany originates |oan
comm t nent s.

Loan comritments generally have fixed expiration dates or other
term nation

clauses and may require paynent of a fee. The Conpany eval uates
each

custoner's credi tworthiness on a case-by-case basis. The anopunt
of coll ateral

deenmed necessary by the Conpany is based on managenent's credit
eval uation

and underwiting guidelines for the particular loan. The tota
comi t nent s

out st andi ng at Decenber 31,1997 are sumuari zed as foll ows:



Tabl

e 24

(Anpunts in

1997

Rea
Real
Real
Real
Rea
Rea

estate
estate
estate
estate
estate
estate

Commer ci al
Conmer ci al
Loans to individuals for househol d

and ot her consuner

Thousands)

Not i onal

Amount Rat e
- commercial (fixed) $2, 236
- commercial (variable) 17,749
- construction (fixed) 2,641
- construction (variable) 1,606
- residential (fixed) 1,674

- residential (variable) 8,299
financial, agricultural (fixed)
financial, agricultural (variable)

Loans to individuals for household
and ot her consuner expenditures (variable)

O her (fi xed)

50 7.25-10. 25

7.75-14. 00%

© NN~

expendi tures (fixed)38,484 5.

.50-12. 00
.99-11. 25
.30-10.50
. 75-15. 00
.00-12.50

2,5265. 60-13. 50
32, 28 8.50-13.50

00-18. 00

15, 627 9. 25-14.50

O her (variabl e) 386 10. 25

Tot al $123, 567

Presently, the Conpany has no significant concentrations of
credit risk other

than geographic concentrations. Mst loans in the current
portfolio are made

and collateralized in West Virginia
economnmy are closely related to coa

service industries.

Conpany's whol |y owned subsidi ari es,
and First

di versification against

West Virginia

suppl enent ed by

is relatively
stable and is not seen as highly subject to volatile economc
change. The

Carolina

addi ti onal geographic

and tinber,

concentrations of credit

Al t hough portions of the
they are

The current econony of the Conpany's narket

Bl ue Ridge Bank in North

Conmuni ty Bank of Southwest Virginia provide

risk.

In the normal course of business, the banking subsidiaries of
t he Conpany have
made | oans to directors and executive officers of the Conpany
and its
subsidiaries. All loans and commtnents made to such officers
and directors

and to conpanies in which they are officers or

inter

rates and col |l ateral
transactions with other

was $11.3 million and $9.8 million at

owner shi p
est have been nade on substantially the sane terns,
i ncludi ng interest

conpar abl e

such | oans

1996,

Decenber

31,

have significant

as those prevailing at the time for
persons. The aggregate dollar amount of

1997 and

respectively. New | oans and paynents attributable to the change
from 1996 to



1997 total $7.7 million and $6.2 nillion, respectively.
Note 6. Reserve for Possible Loan Losses

Activity in the reserve for possible | oan | osses was as

fol | ows:
Tabl e 25
(Amounts in Thousands) 1997 1996 1995
Bal ance, January | $8, 987% 8,321$% 8,479
Reserves acquired in acquisitions 1,981 - -
Recoveries credited to reserve 673 574 490
Provision for the year charged to operations4, 963 2,273
2,235
16, 604 11,168 11,204
Loans char ged- of f 5,198 2,181 2,883
Tot al $11, 406$8, 987 $8, 321

The followi ng table presents First Comunity's investnent in

| oans consi dered

to be inpaired and related informati on on those inpaired |oans
(in thousands):

Tabl e 26

1997 1996
Recorded investnent in |oans considered to be inpaired $7, 508 $3, 500
Loans considered to be inpaired that were on a nonaccrual basis7,321 3,350
Al l owance for possible |oan | osses related to | oans consi dered

to be inpaired 1,575 529
Average recorded investnent in inpaired | oans 5,226 3, 300
Total interest income recognized on inpaired | oans 115 15

Interest income on inpaired | oans recogni zed on a cash basis - -
Note 7. Prem ses and Equi prent

Prem ses and equi pnent are conprised of the follow ng as of
Decenber 31:

Tabl e 27
(Amounts in Thousands) 1997 1996
Land $4, 6243 3, 247
Bank prem ses 20, 197 16, 256
Equi pnent 14, 705 10, 551
39,526 30, 054
Less: accurul ated depreciation and anortization 20, 393
17,720
Tot al $19, 133%12, 334

Note 8. Long-Term Debt and Advances from the Federal Hone Loan
Bank

Long-term debt consists of a $9.6 million dollar note to a
comer ci al bank
with principal repaynents of $300,000 per quarter, through Apri
1, 2007
The note accrues interest at a floating and fluctuation rate of



i nterest

equal
Rat e

| oan agreement contains certain covenants that may restrict the

The

paynent of

di vidends to stockholders in the event of default

ot her

Two of the Conpany's subsidiaries are nenbers of the Federa

customary
borrow ng provisions

Honme Loan Bank
(" FHLB') of Pittsburgh, Pennsyl van
the FHLB as of

Decenber

debt as of

Decenber

Tabl e 28

31,

31,

1997 and 1996 and prin

1997 mature as foll ows

(Anmpbunts in Thousands)

1997

1998
1999
2000
2001
2002
2003
2004
2005
2008

The acquisition loan is secured by 1.2 mllion outstanding

1, 200
1, 200
1, 200
9, 200
1, 200
700

2,000

Wi gh
Anmoun

a. Long-term advances from

ci pal paynents on long-term

1996

to one hundred thirty basis-points in excess of the Libor

along with

ted Wei ght ed
t Average Rate

$6, 2005. 74% $ 5, 0005. 46%

1, 200
6

[e2INe)INe) o))

6

6. 90%
90%

. 90%
. 90%
.07% 8, 000
. 90%
. 90%

2792, 000

5. 95%

6.27%

$24,1006. 230/ 0$15, 000

shares of common

stock of Blue Ridge Bank.
stock in the

FHLB of Pittsburgh, qualifying firs
backed securities

and certain investnment securities
are subject to

restrictions or
various debt
obligations of the Conpany total ed $344,000 at Decenber 31

and

$126. 000 at

Decenber 31, 1996

Note 9. Tine Deposits

t nortgage | oans,

Certain of these advances

Ti me deposits include Certificates of Deposit
denom nations of
$100, 000 or
mllion at

Decenber

31,

1997 and 1996, respect

ively. Interest

Advances fromthe FHLB are secured by

penalties in the event of prepaynent.

i ssued in

nore which ampbunted to $117.4 million and $71.8

nmor t gage-

expense on

Amount

Aver age Rate



t hese

certificates was $5.5 million, $3.1 mllion, and $2.7 nillion
for 1997, 1996,

and 1995, respectively.

At Decenber 31, 1997, the scheduled maturities of certificates

of deposits
are as foll ows:

Tabl e 29:

(Anmpbunts in Thousands)

1998
$ 347,136
1999 68, 341

2000 29,992
2001 14,002

2002 and thereafter 13, 242
$ 472,713

Not e 10. Per Share Anpunts

Basi ¢ earnings per share is based upon the wei ghted average
nunmber of shares

of comon stock outstanding during the year. |In February 1997
t he FASB

i ssued Statenment No. 128, "Earnings Per Share." Statenment No
128 requires

the presentation of basic and diluted earnings per share. The
Conpany

currently has no dilutive securities or stock arrangenents.
First Community

has adopted Statenent No. 128 effective Decenmber 31, 1997, and
all prior

peri od amounts presented have been restated to conply with
St at ement  No.

128. The Conpany's conmon stock was split five shares for four
on March

31, 1997. Al share and per share data have been retroactively
adjusted to

reflect this stock split. The following table sets forth the
net income used

to determ ne net income per comon share for the applicable

years:
Tabl e 30

(Ampbunts in Thousands, Except Per Share Data) 1997 1996
1995

Net income $15, 094$13, 917 $12, 789

Basi ¢ earnings per common share 2.67 2.48 2.28



Note 11. Enpl oyee Benefits

Through 1995, the Conpany and its subsidiaries nmaintained three
qualified

enpl oyee benefit plans. On January 1, 1996 two defined
contribution plans

were nerged into a single plan with simlar provisions. In
Cct ober 1996, the

third of these three plans, a non-contributory defined benefit
pensi on pl an

was term nated and the Conmpany recorded a curtail nent gain for
t he pendi ng

term nation of the defined benefit pension plan of $1, 450,000
Benefits under

the plan were based on |l ength of service and qualifying
conpensation. The

Conpany's funding policy is to contribute pension costs accrued
Net

peri odi ¢ pensi on expense in 1997,1996, and 1995 is as foll ows:

Tabl e 31

(Amounts in Thousands)

1997 1996 1995

Service cost - benefits earned during the year $ - $ 326
$ 389

I nterest expense on projected benefit obligation496 607
555

Actual return on plan assets (879) (1390)(2,044)

Net anortization and deferral (56) 622 1,486

Net periodic pension (inconme) expense$ (439) $ 165 $ 386

The following table sets forth the plan's funded status and
anmounts recogni zed

in the Conpany's consolidated bal ance sheets at Decenber 31
1997 and 1996

based upon a neasurenent date of Decenber 31 for each year:

Tabl e 32

(Anpbunts in Thousands)

1997 1996

Accumul at ed benefit obligation $ 7,038 $ 7,364
Vested benefit obligation 7,038 7,364

Proj ected benefit obligation 7,038 7, 364

Pl an assets at fair val ue 12,854 11,175

Pl an assets in excess of projected benefit obligation 5,816
3,811

Unr ecogni zed net gain (2,638) (1, 707)

Unr ecogni zed prior service cost - -
Prepai d pensi on expense $3,178 $2, 104

The weighted average discount rate and the rate of increase in
future



conmpensation levels used in deternmining the actuarial present
val ue of the
projected benefit obligation were 7.25% and 6.0% respectively,
in both 1997

and 1996. In preparation for the term nation and |iquidation of
the pl an,
assets have been substantially |iquidated and invested primarily
i n nmoney
mar ket  funds. The Conpany expects to conplete paynment of

substantially al
obligations of the plan in the first quarter of 1998

Enpl oyee Stock Ownership Plan

The Conpany mai ntains an Enpl oyee Stock Oanership Pl an
Coverage under the

plan is provided to all enployees neeting minimumeligibility
requirenents.

Annual contributions to the plan are nade at the discretion of
t he Board of

Directors, and are allocated to plan participants on the basis
of relative

compensation. Substantially all plan assets are invested in
commn stock of

the Conpany. Total expense recogni zed by the Conpany related to
the Enpl oyee

Stock Ownership Plan was $767, 000, $454, 000, and $335,000 in
1997, 1996 and

1995, respectively.

Empl oyee Savi ngs Pl an

The Conpany provided a 401 (k) Savings Plan that was avail abl e
to substantially

al | enpl oyees neeting mninumeligibility requirenments. This
pl an was mnerged

with the Enpl oyee Stock Oanership Plan on January 1, 1996
creating a KSOP

The cost of Company contributions under the Savings Plan was
$116, 000, $59, 000,

and $46,000 in 1997,1996 and 1995, respectively. The Conpany's
mat chi ng

contributions are at the discretion of the board up to 50% of
el ective

deferrals of no nore than 6% of conpensation

Enmpl oyee Wl fare Pl an

The Conpany provi des various nedical, dental, life, accidenta
death and

di smenmbernent and long termdisability insurance benefits to al
full-time

enpl oyees who el ect coverage under this program (basic life,
acci dental death

and di smenmbernent, and long termdisability coverage is
automatic). The

cost of coverage under the medical insurance programis shared
by the Conmpany

and enpl oyees with the Conpany bearing the cost of the enployee
portion

and with dependent coverages paid by the enpl oyee



The Conpany adopted SFAS No. 106 "Enpl oyers' Accounting for
Postretirenent

Benefits Ot her Than Pensions" as of January 1, 1993. The
adopti on of

Statenent 106 resulted in the recognition of a postretirenent
benefit

obligation at the date of adoption (transition obligation). The
Conpany

el ected to recogni ze the obligation over the average remmining
life

expectancy of the participants. The transition obligation
total ed $634, 000

and is being recogni zed over 17 years. This obligation only
applies to a

sel ected group of retirees as retiree benefits were phased out
t hrough 1993.

The net periodic postretirement benefit cost is expected to be
approxi mat el y

$72, 000 on an annual basis, consisting of the interest cost of
the accumul at ed

benefit obligation and anortization of the benefit obligation
The assuned

health care cost trend rate used in measuring the accunmul at ed
postretirement

benefit obligation as of January 1, 1993 was 10% for 1993,
decr easi ng each

successive year until it reaches 6% in the year 2000. The

wei ght ed average

di scount rates were 6.75%and 7.25%in 1997 and 1996
respectively.

Def erred Compensation Pl an

A subsidiary of the Conpany has deferred conpensati on agreenents
with certain

current and former officers providing for benefit paynents over
various peri ods

comrenci ng upon retirement or death. The bal ance sheet
liability at Decenber

31, 1997 was approxi mately $1,033,000. The expenses associ ated
with this

plan for 1997, 1996 and 1995 were $58, 000, $32,000 and $42, 000
respectively.

Note 12. Compensating Bal ances

Pursuant to agreenments with the Federal Reserve Bank, the
Conpany is required

to maintain cash bal ances of approximately $1.3 million in lieu
of charges for

check clearing and ot her services.

Note 13. Litigation

In the normal course of business, there are various outstandi ng
conmi t nent s

and contingent liabilities such as threatened | egal action and
| ega

proceedi ngs in which the Conpany and its subsidiaries are



def endant s.

The Conpany's nost significant matter of litigation included in
the 1996

Annual Report to Sharehol ders was settled in the first quarter
of 1997 through

a conprom se which resulted in paynents by the Conpany to
various plaintiffs

aggregating $733,000 with a net cost to the Conpany of $468, 000
after

contribution by insurance providers and co-defendants. This
settl enent

concl uded three separate but related civil actions involving a
comer ci al

| oan customer and rel ated bankruptcy and mechanics lien issues
all of which

were detailed in the 1996 report. The first quarter settlenent
in 1997

resulted in a recovery of litigation reserves approximating
$700, 000

established in previous years.

O her actions have arisen primarily out of commercial |ending
transactions

and collection activities. Each of these actions involving
signi ficant damage

all egations or material disputes of issues are detailed in Item
3. Legal

Proceedings in the Conpany's 1997 Report on Form 10-K and

di scussed bel ow

I n August 1997, the Conpany

was naned as a defendant in a suit seeking to overturn
the establishnent of a

private foundation for which the Conpany's Trust and
Fi nanci al Services

Di vi sion serves as trustee. The suit filed by heirs
of the foundati on donor,

seeks a total of $6 mllion in conpensatory and
punitive damages as well as

the termnation of the foundation. The Conpany and
trustee believe the

creation and operation of the foundation represent the
intent and will of the

donor and intend to defend the suit and the
continuation of the foundation's

purpose. Both managenent and the Conpany's |ega
counsel are of the opinion

that this suit is without merit and will be
successfully defended with no

mat eri al adverse inpact on the Conpany's financia
condition or results of

operati ons.

Additionally, the Conpany is also subject to certain
asserted and unasserted

potential clains encountered in the normal course of
busi ness. In the opinion



of management, neither the resolution of these clains
nor the funding of

credit conmitments will have a material effect on the
Company' s financi al

position or results of operations

Note 14. Dividends

The primary source of funds for dividends paid by
First Conmunity is

di vidends received fromits subsidiary banks.

Di vi dends paid by the banks are

subj ect to restrictions by banking regulations and a
| oan agreenent with a

commerci al bank. The | oan agreement with the bank
restricts dividends in the

event of default on the note. The nost restrictive
provi sion requires

approval by regul atory bodies if dividends declared in
any year exceed the

year's net inconme, as defined, plus retained net
profits of the two preceding

years. At Decenber 31, 1997, subsidiary earnings
avai |l abl e for distribution

as dividends to the Company without prior approval
were $1.8 million

Not e 15. Regul atory Capital Requirenments and
Restrictions

First Comunity Bancshares, Inc., First Comunity
Bank, Inc., First

Conmuni ty Bank of Mercer County, Inc., First Community
Bank of Sout hwest

Virginia, Inc., and Blue Ridge Bank, (collectively
referred to as "the Banks")

are subject to various regulatory capital requirenents
adnmi ni stered by the

federal banking agencies. Failure to neet ninimm
capital requirenments can

initiate certain nmandatory- and possibly additiona

di scretionary- actions by

regul ators that, if undertaken, could have a direct
material effect on the

Conpany's financial statements. Under the capita
adequacy gui del i nes, and

the regulatory franmework for pronpt corrective action
whi ch applies to only

the Banks, the entities nmust neet specific capita
gui del i nes that involve

quantitative nmeasures of the entities' assets,
liabilities, and certain

of f - bal ance sheet itens as cal cul ated under regul atory
accounting practices

The entities' capital anpunts and classification are
al so subject to

qualitative judgnents by the regul ators about
conponents, risk weightings,

and ot her factors.



Quantitative nmeasures established by regulation to
ensure capital adequacy

require First Community Bancshares, |Inc. and the Banks
to maintain mninmm

anmpbunts and ratios (set forth in the table on p. 43)
of total and Tier 1

capital (as defined in the regulations) to risk-

wei ght ed assets (as defined),

and of Tier 1 capital (as defined) to average assets
(as defined). Management

bel i eves, as of Decenmber 31, 1997, that the Conpany
meets all capital adequacy

requirements to which it is subject.

As of December 31, 1997, and 1996, the npbst recent
notifications fromthe

Federal Reserve Board categorized the Banks as well
capitalized under the

regul atory framework for pronpt corrective action. To
be categorized as wel

capitalized the Banks nust mmintain mnimmTotal risk-
based, Tier 1

ri sk-based and Tier 1 leverage ratios as set forth in
the table. There are

no conditions or events since those notifications that
management believes

have changed the institutions' category.

Tabl e 33

Decenber 31, 1997
To Be Wl
For Capital Capitalized
Under
AdequacyPronpt Corrective
Act ual Purposes Acti on
Provi si ons

Total Capital to Risk-Wighted Assets.

First Community Bancshares, Inc. $79, 17811. 96% $52,975 8.00% N AN A

First Community Bank, Inc. 22,911 10.7817,009 8.00 21, 26210. 00%

First Community Bank of Mercer County, Inc. 43,54113.71 25, 3998.00 31, 748 10. 00
First Community Bank of Southwest Virginia, Inc. 6,793 12. 114, 486 8.00 5,608

10. 00

Bl ue Ri dge Bank 11, 167 12.227, 308 8. 00 9, 13510. 00

Tier | Capital to Risk-Wighted Assets:

First Community Bancshares, Inc. $70, 86210. 70%%$26, 488 4.00% N A N A

First Community Bank, Inc. 20,232 9.528,505 4. 00 12, 7576. 00%

First Conmunity Bank of Mercer County, Inc. 39,55712.46 12,6994.00 19, 049 6. 00
First Community Bank of Southwest Virginia, Inc. 6,093 10. 862, 243 4.00 3,365

6. 00

Bl ue Ri dge Bank 10,068 11.023, 654 4. 00 5,481 6.00

Tier | Capital to Average Assets (Leverage):
First Community Bancshares, |nc. $70, 862



6. 96% $30, 549 3.00 %$ NA N A

First Community Bank, Inc. 20,232 5.2611,542 3.0019, 237 5. 00%

First Conmunity Bank of Mercer County, |nc. 39,557 8.8013, 481 3.00 22,468 5. 00
First Community Bank of Southwest Virginia, Inc. 6,093 5.97 4,084 4.00 5, 105
5.00

Bl ue Ri dge Bank 10, 068 9. 154, 402 4. 005, 503 5.00

Decenber 31, 1996
To Be Well

For Capital Capitalized

Under

Adequacy Pr ompt

Corrective

Act ual Pur poses Acti on

Provi si ons
Total Capital to Risk-Wighted Assets.

Fi rst Community Bancshares, Inc. $91, 52417. 02%%$43, 011
First Community Bank, Inc. 30,075 16.3414,727 8.00
18, 40910. 00%

First Comunity Bank of Mercer County, Inc. 49,11215.08
First Conmunity Bank of Southwest Virginia, Inc. 7,040
10. 00

Tier | Capital to Ri sk-Wighted Assets:

Fi rst Community Bancshares, Inc. $84, 77615. 77921, 505
Fi rst Community Bank, Inc. 27,755 15. 087, 363 4.00
First Community Bank of Mercer County, Inc. 45,03213.82
First Conmunity Bank of Southwest Virginia, Inc. 6,661
6. 00

Tier | Capital to Average Assets (Leverage):

Fi rst Comunity Bancshares, Inc. $84, 77610. 33%%$24, 626
Fi rst Community Bank, Inc. 27,755 7.9210,514 3.00
First Community Bank of Mercer County, Inc. 45,03210.10
First Conmunity Bank of Southwest Virginia, Inc. 6,661
5. 00

Note 16. Income Taxes

Tabl e 34

(Amounts i n Thousands)
Years Ended Decenber 31

1997 1996 1995
Income taxes are as foll ows-
I ncone exclusive of securities gains (losses)$6,874
Net securities gains (losses) 2 (51) 183
$6, 876 $6,530 $4, 968

Years Ended Decenber 31

I ncome tax provisions consist of 1997 1996
Current tax expense $6, 520 $6, 143%4, 829
Deferred tax liability 356 387 139

8.00%% VA NA

26,062 8.00 32,578 10. 00
23.21 2,427 8.00 3,033

4.000%$ VA NA

11, 0456. 00%

13,031 4.00 19, 547 6. 00
21.96 1,213 4.00 1,820

3. 009 NA NA

17,5245. 00%

13,371 3.00 22,285 5.00
13.06 2,041 4.00 2,551

$6, 581 $4, 785

1995



$6, 876 $6,530 $4,968

Deferred incone taxes reflect the net effect of tenporary
di fferences between
the carrying amounts of assets and liabilities for financial
reporting
pur poses and the anounts deducted for incone tax purposes. The
tax effects of
significant itenms conprising the Conpany's net deferred tax
assets as of

Decenber 31, 1997 and 1996 are as foll ows:

Tabl e 35

(Amounts i n Thousands) 1997 1996

Deferred tax assets.

Reserve for possible | oan | osses $ 4,448 $ 3,505
Unreal i zed asset |osses 229 250

Def erred conpensati on 892 817

Litigation reserves - 429

Deferred insurance prem uns 399 399

Total deferred tax assets 5,968 5, 400

Deferred tax liabilities.

Purchase accounting adj ustments 2,072 1, 905
Depreci ation 374 195

Gai n on pension term nation 565 565

Unrealized gain on securities available for sale 833
284

O her 347 346

Total deferred tax liabilities 4,191 3,295
Net deferred tax assets $1, 777 $2, 105

The reconciliation between the federal statutory tax rate and
the effective
income tax rate is as follows:

Tabl e 36

Years Ended Decemnber 31

1997 1996 1995
Tax at statutory rate 35.0% 35.09%35. 0%
I ncreases (reductions) resulting from
Tax-exenpt interest on investnent

securities and | oans (6.7 (6.7%9(7.3%

State incone taxes, net of federal benefitl.1%l.0% 1.0%
Anortization of purchase accounting adjustnments . 1.6% .5%
O her, net . 3% 2.1% (1.5%.)

Effective tax rate 31.3% 31.9% 27. 8%

Note 17. Other Operating Expenses

Included in other operating expenses are certain functional
costs, the total

of which exceeds one percent of conbined interest inconme and
non-int er est

. 6%



income. Followi ng are such costs for the years indicated:

Tabl e 37

Years Ended Decenber 31

(Anmpbunts in Thousands) 1997 1996 1995
Credit card fees paid $1,671 $1, 149% 949
Anortization of goodwi |l 1, 252 * *
O her | osses and charge-offs * *1, 303
Federal deposit insurance and other assessnents* * 888

*Cost did not exceed one percent for the reported period.

Not e 18. Fair Value of Financial Instrunments

The Financial Accounting Standards Board issued Statenent of

Fi nanci al

Accounting Standards No. 107, "Discl osures About Fair Val ue of
Fi nanci al

I nstruments” (SFAS 107). The pronouncenent requires disclosure
of fair

val ue information about financial instrunents, whether or not
recogni zed on

the bal ance sheet, for which it is practical to estimate the
val ue. SFAS 107

defines a financial instrunent as cash, evidence of ownership in
an entity, or

a contract that conveys or inposes on an entity that contractua
right or

obligation to either receive or deliver cash for another
financial instrunment.

Fair value is defined as the anpbunt at which a financia

i nstrument coul d be

exchanged in a current transaction between willing parties,
other than in a

forced sale or liquidation, and is best evidenced by a quoted
mar ket price if

one exi sts.

The follow ng sunmary presents the methodol ogi es and
assunptions used to

estimate the fair value of the Conpany's financial instrunments
presented bel ow.

The information used to determine fair value is highly

subj ective and
judgmental in nature and, therefore, the results may not be
preci se.

Subj ective factors include, anpng other things, estinmates of
cash flows, risk

characteristics, credit quality, and interest rates all of which



are subj ect

to change. Since the fair value is estimated as of the bal ance
sheet date,

the ambunts which will actually be realized or paid upon
settlenent or maturity

on these various instruments could be significantly different.

Tabl e 38
1997 1996
(Anmpbunts in Thousands) Carrying Carrying
Anount Fair Val ue Anmount
Fair Val ue
Asset s:
Cash and due from banks $ 34,762% 34,762% 27,369 $ 27, 369
Securities available for sale 161, 795161, 795136, 113 136, 113
| nvest mnent securities 109, 174112, 263100, 328 101, 200
Federal funds sold 12, 40612, 406- -
Loans (net of reserve for
possi bl e | oan | osses) 660, 411661, 396538, 716 537, 566
I nterest receivable 7,688 7,6886, 3416, 341
Liabilities:
Demand deposits 103, 846103, 846 89, 902 89, 902
I nterest-bearing demand deposits 127,541127,54193, 303 93, 303
Savi ngs deposits 149, 407149, 407132, 590 132, 590
Ti me deposits 472,713472,589327, 702 329, 311
Securities sold under agreenents
to repurchase 52, 35152, 35153, 03153, 031
Interest, taxes and other
obligations 11, 455 11,455 11,217 11, 217
O her i ndebt edness 24,44424,51715, 12614, 831

Fi nancial Instrunments

wi th Book Val ue Equa

to Fair Val ue

The book val ues of cash and due from banks, federa
funds sold and purchased

securities sold under agreements to repurchase
interest receivable, and

interest, taxes and other liabilities are considered
to be equal to fair value

as a result of the short-termnature of these itens.

Securities Available for Sale
For securities available for sale, fair value is
based on current market
quot ati ons where available. |f quoted market prices
are not avail abl e,



fair value has been based on the quoted price of
simlar instrunents.

| nvest nent Securities

For investnent securities, fair value has been based
on current market

quot ati ons, where available. |f quoted market prices
are not avail abl e,

fair value has been based on the quoted price of
simlar instrunments.

Loans

For all categories of |oans, such as sone residentia
nort gages, fair value

is estimted by discounting the future cash flows
using the current rates for

simlar |oans.

Deposits

Deposits without a stated maturity, including denand
i nterest-bearing

demand, and savings accounts, are reported at their
carrying value in

accordance with SFAS 107. No val ue has been assigned
to the franchise

val ue of these deposits. For time deposits with fixed
mat urates, fair value

has been estimted by discounting future cash flows
based on interest rates

currently being offered on deposits wth sinilar
characteristics and maturates.

O her | ndebt edness

Fair value has been estinmated based on interest rates
currently available to

the Conpany for bor r owi ngs with simlar
characteristics and maturates.

Commitnents to Extend Credit,
Stand-by Letters of Credit, and
Fi nanci al Guar ant ees

The anmpunt of off-balance sheet commtnents to extend
credit, stand-by

letters of credit, and financial guarantees, is
consi dered equal to fair
val ue. Because of the wuncertainty involved in

attenpting to assess the

l'i kelihood and timng of conmtnents being drawn upon
coupled with the | ack

of an established nmarket and the wide diversity of fee
structures, the Conpany

does not believe it is meaningful to provide an
estimate of fair value that

differs fromthe given value of the commitnent.

Note 19. Parent Conpany Financial |Information



Condensed financi a
Bancshares, |nc.

as of December 31
Decenber 31, 1997

1997 and

information related to First

Conmuni ty

1996, and for the years ended

1996 and 1995 are as foll ows:

Tabl e 39

CONDENSED BALANCE SHEETS
(Amounts in Thousands)

Decenber 31

Asset s:

Cash

I nvestnent in subsidiaries
O her assets

Total Assets

Liabilities:
Oher liabilities

St ockhol der s
Comon st ock
Additional paid-in capita
Ret ai ned ear ni ngs

Treasury stock

Unrealized gain on securities

Equi ty:

Total Stockhol ders' Equity

Total Liabilities and Stockhol ders
89, 409

Tabl e 40

1997 1996
$ 1,380% 2,493
102, 78183, 996
3, 260 2,920
$107, 421$89, 409

$ 9,534 $ 106

5,756 28,779

37,587 14, 564

54,564 46, 815
(1,271) (1, 288)
avai l able for sale
97,887 89, 303

Equi t y$107, 421$

1,251

CONDENSED STATEMENTS OF | NCOVE

(Anmpbunts in Thousands, Except

Years Ended Decenber 31

Cash dividends received from subsidi ary banks$25, 050

Revenue
Operati ng expense

I ncome tax (expense) benefit

Per Share Dat a)

1997 1996 1995

Equity in undistributed earnings of subsidiaries

(Di vidends in excess of earnings of subsidiaries)

Net | ncome

Basi ¢ Earnings Per Share

148 123 615
(779)  (267) (152)
24,419 9,681 7,463
210 51 (152)
(9, 535)

$15, 094$13, 917$12, 789
$ 2.67 $ 2.48% 2.28

433

$ 9, 825%7, 000

4,185

5,478



Tabl e 41

CONDENSED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

Years Ended Decenber 31
1997 1996

Cash flows fromoperating activities

Net incone $15, 094 $13, 917
Adj ustments to reconcile net incone

to net cash provided by operating activities:

Gain on sale of assets - -

Equity in undistributed earnings of subsidiaries
(Di vidends in excess of earnings of subsidiaries)

Increase in other assets (136) (890)
(Decrease) increase in other liabilities 98
O her, net - 49

Net cash provided by investing activities24,591

Cash flows frominvesting activities:

Purchase of other investnents - (1, 745)
Proceeds from sale of securities

avail abl e for sale 12 -
Payments for investments in and advances

to subsidiaries (27, 695) -

Net cash (used in) provided by investing activities

Cash flows fromfinancing activities
Proceeds fromissuance of |ong-term debt11, 730
Repaynent of |ong-term debt (2,400) -

Acqui sition of treasury stock - (170)
Di vi dends paid (7,345) (6, 422)
O her, net (6) 1, 499

Net cash provided by (used in) financing activities
Net (decrease) increase in cash and

cash equival ents (1,113) 1,999

Cash and cash equival ents at begi nning of year

Cash and cash equival ents at end of year$ 1,380

Del oitte & Touche LLP

2500 One PPG Pl ace

Pi tt sburgh, Pennsylvania

15222- 5401

I ndependent Auditors' Report

TO THE BOARD OF DI RECTORS AND STOCKHOLDERS OF FI RST
COMMUNI TY BANCSHARES

I NC.

We have audited the accompanyi ng consol i dated bal ance

1995
$12, 789

(547)
9, 535( 4, 185)
(159)
(54) 120
38
8,837 6, 763
(23)

1, 454
(27, 683) (1, 745)

(8395
(5, 525)

1, 979(5, 093)

1, 830
2,493 494
2,493 $ 494

(5,478)

1,431

(6, 364)

(1,336)



sheets of First Comunity

Bancshares, Inc. and subsidiaries as of Decenber 31,
1997 and 1996, and the

rel ated consolidated statenents of incone,

stockhol ders' equity and cash fl ows

for each of the three years in the period ended
Decenber 31, 1997. These

financial statenents are the responsibility of First
Conmuni ty Bancshares

Inc.'s managenent. Qur responsibility is to express
an opinion on these

financial statenments based on our audits.

We conducted our audits in accordance with generally
accepted auditing

standards. Those standards require that we plan and
performthe audit to

obt ai n reasonabl e assurance about whether the
consol i dated financia

statements are free of material nisstatement. An
audit includes exam ning, on

a test basis, evidence supporting the anpunts and
di scl osures in the financia

statements. An audit also includes assessing the
accounting principles used

and significant estinmtes nade by managenent, as wel
as evaluating the

overal |l financial statement presentation. W believe
that our audits provide

a reasonabl e basis for our opinion

In our opinion, such consolidated financi al



statenments present fairly, in al

materi al respects, the financial position of First
Comuni ty Bancshares, |nc.

and subsidiaries as of Decenmber 31, 1997 and 1996

and the results of their

operations and their cash flows for each of the three
years in the period

ended Decenber 31, 1997 in conformity with generally
accepted accounting

princi pl es.

Deloitte & Touche

Pi tt sburgh, Pennsylvania

January 30, 1998

First Conmunity Bancshares, Inc
Report on

Managenent's
Responsi bilities

The managenent of First Conmmunity Bancshares, Inc. is
responsi ble for the

integrity of its financial statenents and their
preparation in accordance

with generally accepted accounting principles. To



fulfill this responsibility

requi res the maintenance of a sound accounting system
supported by strong

internal controls. The Conpany believes it has a
hi gh |l evel of interna

control which is maintained by the recruitment and
training of qualified

personnel, appropriate divisions of responsibility,
the devel opment and

communi cation of accounting and ot her procedures, and
conpr ehensi ve i nterna

audi ts.

CQur independent auditors (Deloitte & Touche LLP) are
engaged to exani ne

and render an opinion on, the fairness of our
consol i dated financia

statenments in conformity with generally accepted
accounting principles. Qur

i ndependent auditors obtain an understandi ng of our

i nternal accounting

control systems, review selected transactions and
carry out other auditing

procedures before expressing their opinion on our
consol i dated fi nanci al

st at enent s.

The Board of Directors has appointed an Audit
Conmi ttee conposed of outside

directors which periodically neets with the

i ndependent auditors, bank



exam ners, management and internal auditors to review
the work of each.

The i ndependent auditors, bank exam ners and the
Conpany's internal auditors

have free access to neet with the Audit Comittee

wi t hout nanagement's

presence.

James L. Harrison, Sr.

Presi dent & Chief Executive Oficer

John M Mendez
Vice President & Chief Financial Oficer

Board of Directors, First Comunity Bancshares, Inc.

Sam Cl ar k
Agent, State Farm | nsurance

Allen T. Hammer

Prof essor of Chemistry, West Virginia
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and Perkins, Attorneys-at-I|aw

Wal den M Keene+
Retired Coal Operator

Dr. John S. Lanbert, Jr.
Denti st

M Neil Lohr
Retired Pharmacist, Princeton Pharnacy

Richard L. Lowry
President, Mirphy |Insurance Agency

Dr. B. J. Martin, D.MD.
Martin Dental Associates

John P. McCabe
Retired Vice Chairman of the Board, First Comunity
Bank, |nc.

A. Herbert MC augherty
Presi dent, The Dean Conpany

John T. Mcd anery



Retired Merchant
Directors

Keith Meadows
Pl ant Manager, Leviton Manufacturing
Sout hern Devi ces

Davi d Mechnore
Omwner, Taylorsville Precast Ml ds

John M Mendez**+

Vi ce President, Chief Financial Oficer,
First Community Bancshares, Inc.;
Vice President - Finance and Chi ef
Admi nistrative O ficer, First
Conmuni ty Bank, Inc., First
Conmuni ty Bank of Mercer County,
Inc.; and First Conmunity Bank of
Sout hwest Virginia, Inc.; Assistant
Corporate Secretary and Director,
Bl ue Ri dge Bank

Edgar L. MIller, Sr.
Omner, Edgar's Exxon Service Station

A. A. Modena* *

Past Executive Vice President and
Secretary, First Community
Bancshares, Inc.; Past President and
Chi ef Executive Officer, The Flat Top
Nati onal Bank of Bl uefield

Wayne V. Moore++
Chi ef Executive Oficer, Blue Ridge
Bank

Dr. Sanmuel A. Muscari, Sr.
Physi ci an

Charles C. Mers
Omer, Cash & Carry Whol esal e,
Grocery

Avery Neaves
CPA, Kenp & Neaves, PLLC

Fred Nor man
Retired Realtor & Businessman

Gary B. Parlier++
Owner, Custom Wall and Fl oor
Covering

Nora Bel | e Pasl ey
Retired, Peoples Bank of Bl uewell

Robert E. Perkinson, Jr.**

Vice President - Operations, MAPCO



Coal, Inc. - Virginia Region

Dr. Eduardo D. Pl agata+
Physi ci an

Alvin E. Platnick*
President, Platnick Steel and
Engi neering, Inc.

Cl audetta Potts
Retired Owmer, Radio Station

Robert Prevette
Poul try Farmer; Contractor

Ber ni e Queen
Retired, Anmherst Coal Company

Clyde B. Ratliff+
Presi dent, Gasco Drilling, Inc.

Jinmm e Lee Reavis
Rural Carrier, U S. Postal Service

Joe H. Roberts++
Far m ng

Ron Rosenman
Partner, Al exvale Furniture
Manuf act uri ng

M chael Ross
Presi dent, Ross and Wharton Gas Co.

Ri chard G Rundl e*
Attorney at Law, Rundl e and Rundl e,
LC

Larry Schronce
Omwner, Larry Schronce Ford, Inc.

Gles D. Scott
Retired Restaurant Owner

Guy L. Scott, Jr.++
Presi dent and Chairnman of the Board,
Bl ue Ri dge Bank

George L Sheets++
Presi dent and Manager, Alleghany
Cabl evi si on; Owner, Sheets Jewelry

WIlliam C. Shel |l ++
President, Shell Brothers Distributors,
I nc.

Her man Shook
Retired Furniture Manufacturer



M M Shumat e
Retired

E. T. Snmith
President, Smith Services, |Inc.

Jack D. Stafford, P. E.
President, Stafford Consultants, I|nc.

WIlliamP. Stafford**
President, Princeton Machinery
Service, Inc.

WlliamP. Stafford, |I1**
Attorney at Law, Brewster, Morhous
and Caneron

WlliamD. Starling+
Retired Coal Operator

Dr. Theodore S. Stern++
Chai rman Emeritus, Blue Ridge Bank

Robert R Stuart, Jr.
Retired Bakery Executive

Harol d Tonthin

Chai rman of the Board,

Tonchin Furniture Conpany

W W Tinder, Jr.**

Chai rman and Chi ef Executive Oficer,
Ti nder Enterprises, Inc.

Robert J. Wallace
Attorney at Law, Col enan and WAl | ace

Harold M Wod**
Omer, Whod's General Store

C. Pai ge Wool dri dge
Retired Resident Vice President, Norfolk
Sout hern Corporation

Dal e E Whody*
Presi dent, Wody Lunber Conpany

*Denotes Menbers of First Community Bank, Inc. and
First Community Bank of

Mercer County, Inc. Boards

**Denotes Members of First Community Bancshares, |nc.

First Conmunity Bank,

Inc., and First Community Bank of Mercer County, Inc.



Boar ds

+Denot es Menbers of First Comunity Bank of Southwest
Virginia, Inc. Boar d

++Denot es Menbers of Blue Ri dge Bank Board

First Comunity Bank of Mercer County, Inc.
(A VEST VI RGI NI A CORPORATI ON - MEMBER FDI C)

1001 Mercer Street

Princeton, West Virginia 24740-5939
(304) 487-9000 or (304) 327-5175
Pine Plaza Branch (304) 425-7523
Mat oaka Branch (304) 467-8860
Mercer Mall Branch (304) 327-0431

Bl ue Prince Road, Green Valley
Bluefield, West Virginia 24701-6160
(304) 325-3641

211 Federal Street
Bl uefield, West Virginia 24701-0950
(304) 325-7151

Hi ghway 52
Bl uefield, West Virginia 24701-3068
(304) 589-3301

First Community Bank, Inc
(A VEST VI RG NI A CORPCRATI ON - MEMBER FDI C)

Corner of Bank and Cedar Streets
Pineville, West Virginia 24874-0269
(304) 732-7011

East Pineville Branch (304)732-7011

600 Guyandotte Avenue
Mul | ens, West Virginia 25882-1024
(304) 294-0700

Route 1 0, Cook Par kway
Oceana, West Virginia 24870-1680
(304) 682-8244

2 West Main Street
Buckhannon, West Virginia 26201-0280
(304) 472-1112

Tennerton
Buckhannon, West Virginia 26201

100 Market Street
Man, West Virginia 25635
(304) 583-6525

77 North Morgan Boul evard



Logan, West Virginia 25601
(304) 752-8102

Corner of Main and Latrobe Streets
Grafton, West Virginia 26354-0278
(304) 265-1111

216 Lincoln Street
Grafton, West Virginia 26354-1442
(304) 265-1111

Mai n Street
Row esburg, West Virginia 26425
(304) 454-2431

874 Broad Street
Summersville, W 26651
(304) 872-4402

16 West Main Street
Ri chwood, West Virginia 26261
(304) 846-2641

Route 20 and WIllianms River Road
Cowen, West Virginia 26206
(304) 226-5924

Route 55, Red CGak Pl aza
Craigsville, West Virginia 26205
(304) 742-5101

First Community Bank of Southwest Virginia, Inc.
(A VIRG NI A CORPORATI ON - MEMBER FDI C)

643 E. Riverside Drive
Tazewel |, Virginia 24651
(540) 988-5577

302 Washi ngton Square
Ri chl ands, Virginia 24641
(540) 964-7454

Chase Street & Alley 7
Clintwood, Virginia 24228
(540) 926-4671

Rt.1, Box 408
Max Meadows, Virginia 24360
(540) 637-3122

8044 Main Street
Pound, Virginia 24279
(540) 796-5431

910 East Main Street
Wtheville, Virginia 24382
(540) 228-1901



Bl ue Ri dge Bank
(A NORTH CAROLI NA CORPORATI ON - MEMBER FDI C)

101 Brookfall Dairy Road
El kin, North Carolina 28621
(336) 835-2265

5519 Mountain View Road
Hays, North Carolina 28635
(910) 696-2265

125 N. Main Street
Sparta, North Carolina 28675
(910) 372-2265

150 N. Center Street

Taylorsville, North Carolina 28681
(704) 632-2265

Fi nancial Information

Cor por at e Headquarters
1001 Mercer Street

P. 0. Box 5909
Princeton, West Virginia
24740- 5909

(304) 487-9000

Stock Registrar and Transfer Agent

First Conmunity Bank of Mercer County, Inc.
Trust and Financial Services Division

P. 0. Box 950

Bl uefield, West Virginia 24701-0950

(304) 325-7151

Form 10-K

The Annual Report on Form 10-K, filed with the Securities and
Exchange

Commi ssion, is available to sharehol ders upon request to the
Vi ce President

& Chief Financial Oficer of First Comunity Bancshares, Inc.

Fi nanci al Cont act

John M Mendez

Vice President & Chief Financial Oficer, First Community
Bancshares, |nc.

P. 0. Box 5909

Princeton, West Virginia 24740-5909

(304) 487-9000



